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FOREIGN TRADE POLICY 2004-09

FOREWORD

Four years ago we had announced India’s first ever integrated Foreign Trade Policy
for the period 2004-09. At that time we had indicated two major objectives, namely (a) to
double our percentage of global merchandise trade within S years, and (b) to use trade

expansion as an effective instrument of economic growth and employment generation.

I am pleased to say that our achievements have exceeded our expectations. Not
only have we fulfilled our promises in substantial measure,but we have achieved these

remarkable results in just four years, instead of five.

In 2004 our exports stood at a little over US $ 63 billion. In 2007-08, they have
exceeded US $ 155 billion; our exports are not just double what they were 4 years ago, but
2> times that. We have managed an average cumulative annual growth rate (CAGR) of

23%, year on year, way ahead of the average growth rate of international trade.

Our total merchandise trade — exports and imports together — will be almost US
$ 400 billion this past year; accounting for nearly 1.5% of world trade. If the trade in
services is added to this, our commercial engagement with the world would be in the
region of US $ 525 billion.

We have delivered on our second objective as well: that of fashioning trade into an
instrument of economic growth and employment generation. Our total trade in goods
and services is now equivalent to almost 50 % of our GDP. This is unprecedented in India’s

modern economic history.

On the issue of employment, it is our estimate that during the last 4 years increased
trade activity has created 136 lakh new jobs. I have always maintained that exports are

not just about earning foreign exchange but about boosting our manufacturing sector,



creating large scale economic activity and generating fresh employment opportunities.

What is more remarkable about all these achievements is that they have been
accomplished in the face of appreciation of the rupee (by morethan 12% in thelast year
alone), high interest rates, spiralling oil prices, withdrawal of some GSP benefitsto India
by other countries and general international economic slowdown in some of our major
trade markets. In spite of all this our exporters have shown great resilience. For this,
they deserve our congratulations.

It isin thiscontext that | am happy to present the final Annual Supplement to the
Foreign Trade Policy for 2004-2009. In this Supplement, we have proposed several
innovative steps, which include the following:

1) To promote moder nization of our manufacturing and servicesexports, theimport
duty under the EPCG schemeisbeing reduced from 5% to 3%.

i) Refund of tax on a large number of servicesrelating to exports has already been
announced by the Gover nment. A few remaining issuesregarding refund of service
tax on exportswould also be resolved soon.

i)  Incometax benefit to 100% EOUsavailable under Section 10B of Income Tax Act
Isbeing extended for one more year, beyond 2009.

V) Sportsand toysare mainly produced by our unorganized labour intensive sector.
To promote export of these items and also to compensate disadvantages suffered
by them, an additional duty credit of 5% over and abovethe credit under Focus
Product Scheme is being provided.

) Our export of fresh fruits and vegetables and floriculture suffers from high
incidence of freight cost. To neutralize this disadvantage, an additional credit of
2.5% over and abovethecredit availableunder VKGUY isproposed.

Vi) Interest relief already granted for sectors affected adversely by the appreciation
of therupeeisbeing extended for one more year.

vii)  The DEPB schemeis being continued till May 2009.



We still face many structural problems, which need to be addressed. We have to
plan an integrated strategy to tackle these issues. We need to develop world class
infrastructure. We need to encourage e-commerce, and to facilitate trade through EDI
such that turn-around timeat ports, airports, I nland Container Depotsand Land Custom
Sationsmatch world standar ds. We cannot rest our laurelsin termsof trained manpower.
We need to establish a chain of sector-specific skill development institutes. Early
implementation of a single Goods and Services Tax (GST) would enable simultaneous
reimbur sement of dutiesand taxesin linewith gover nment’s policy that these should not
be exported.

Export Credit Guarantee Cor por ation of India (ECGC) hascompleted itsfifty years
of operations, satisfactorily in the last financial year. Continuing with its mission to
provide a variety of servicesthat would strengthen the exporters by way of minimizing
the payment risks and their financial position, ECGC has also drawn plans to
oper ationalise the domestic credit insurance cover for the exporters and its factoring
services during the year 2008-09. ECGC is also expanding its distribution channels by
enteringinto Cor porateAgency Arrangementswith Commer cial Banks, Export Promotion
Councils and Exporters Association.

Theremarkable achievementsin trade and commer ce of the past four yearsgives
me the confidence to spell out an even more ambitious target — that of achieving a 5%
share of world tradein both goods and services by the year 2020. In practical termsthis
means a four-fold increase in our percentage sharein thenext 12 years. Considering that
world tradeisitself increasing, thiswould trandateinto an eight-fold increasein absolute
terms. Ambitious the target may be, but achieving it is not impossible.

The task is difficult, but the prize is great. If we achieve it, India will once more
become the trading super power it was two centuries ago.

o

(KAMAL NATH)
MINISTER OF COMMERCE & INDUSTRY
GOVERNMENT OF INDIA
New Delhi
April 11, 2008
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Acronym

ACC
ACU
AEZ
ANF
ARO
ASIDE
BG
BIFR
BOA
BOT
BRC
BTP
CBEC
CCP
CEA
CEC
CIF
CIS
CoD
CoO
CvD
DA
DoBT
DC
DEPB
DFIA
DFRC
DGCI&S
DGFT
DIPP
DoC
DoE
Dol T
DoR

GLOSSARY (ACRONYMS)

Explanation

Ass stant Commissioner of Customs
AganClearingUnion

Agri Export Zone

Aayaat Niryaat Form

Advance Release Order

Assistanceto Statesfor Infrastructure Development of Exports
Bank Guarantee

Board of Industrial and Financia Reconstruction
Board of Approva

Board of Trade

Bank Redlisation Certificate

Bio-Technology Park

Central Board of Exciseand Customs
Customs Clearance Permit

Centrd ExciseAuthority

Chartered Engineer Certificate

Cogt, Insurance & Freight

Commonwealth of Independent States
CashonDélivery

Cetificateof Origin

Countervailing Duty

Document against A cceptance

Department of Bio-Technology

Devel opment Commissioner

Duty Entitlement Passbook Scheme

Duty Freelmport Authorisation

Duty Free Replenishment Certificate
Director Genera, Commercia Intelligence& Statistics.
Director General of Foreign Trade
Department of Industrid Policy & Promotion
Department of Commerce

Department of Electronics

Department of Information Technology
Department of Revenue
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DoT Department of Tourism

DTA Domedtic Tariff Area

EDI Electronic Datalnterchange

EEFC ExchangeEarners Foreign Currency

EFC Exim Facilitation Committee

EFT Electronic Fund Transfer

EH Export House

EHTP Electronic Hardware Technology Park

EIC Export I nspection Council

EO Export Obligation

EOP Export Obligation Period

EQU Export Oriented Unit

EPC Export Promotion Council

EPCG Export Promotion Capital Goods

EPO Engineering Process Outsourcing

FDI Foreign Direct I nvestment

FIEO Federation of Indian Export Organisation

FIRC Foreign Exchange Inward Remittance Certificate

FMS FocusMarket Scheme

FOB Free On Board

FPS Focus Product Scheme

FT (D&R)Act  Foreign Trade ( Development & Regulation) Act, 1992 (No. 22 of 1992)

FTDO Foreign Trade Devel opment Officer

FTP Foreign Trade Policy

GATS General Agreement on Tradein Services

GRC Grievance Redressd Committee

HACCP Hazard AnalysisAnd Critical Control Process

HBPv1 Handbook of Procedures(Val. 1)

HBPv2 Handbook of Procedures (Val. 2)

ICD Inland Contai ner Depot

ICM Indian Commercia Misson

IEC Importer Exporter Code

1SO I nternational Standards Organisation

ITC(HS) Indian Trade Classification (Harmonised System) Classification for Export & Import
Items, 2004-2009

ITPO India Trade Promotion Organisation

LoC Lineof Credit
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Lol
LoP
LUT
MAI
MDA
MEA
MoD
MoF
NC
NFE
NOC
PRC
PTH
PSU
R&D

RBI

REP
RCMC
RSCQC
SB

SEH

SEl CMM
SEZ
SKFIS
SIA
SION
SSI

STE
STH
STP
TEE

TH

TRQ
VA
VKGUY
WHOGMP

L etter of Intent

L etter of Permit

Legd Undertaking

Market Accesslnitiative

Market Devel opment Assistance

Ministry of Externd Affairs

Ministry of Defence

Ministry of Finance

NormsCommittee

Net Foreign Exchange

No Objection Certificate

Policy Relaxation Committee

Premier Trading House

Public Sector Undertaking

Research and Devel opment

Regiond Authority

Reserve Bank of India

Replenishment
Regigtration-cum-Membership Certificate
Regiona Sub-Committee on Quaity Complaints
ShippingBIill

Star Export House

Software Engineersingtitute’ s Capability Maturity Model
Specia Economic Zone

Served from IndiaScheme

Secretariat for Industrial Assistance
Standard Input Output Norms

Smdl Scaelndustry

State Trading Enterprise

Star TradingHouse

Software Technology Park

Townsof Export Excellence

Trading House

Tariff Rate Quota

VaueAddition

Vishesh Krishi and Gram Udyog Yojana
World Health Organi sation Good Manufacturing Practices
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CHAPTER-1A

LEGAL FRAMEWORK

The Foreword spellsout the broad framework.

This Foreign Trade Policy 2004-2009 (FTP), incorporating
provisonsrelating to export and import of goodsand services, shdl
come intoforcewith effect from 1st April, 2008 and shall remain
inforce upto 31st March, 2009 unless otherwise specified.

Central Government reservesright in public interest to make any
amendments by notification to thisPolicy in exercise of powers
conferred by Section5of FT(D&R) Act.

Authorisationissued before commencement of FTP shall continue
tobevdidfor the purposeand duration for which such Authorisation
wasissued, unlessotherwise stipul ated.

In case an export or import that is permitted freely under FTPis
subsequently subjected to any restriction or regulation, such export
or importwill ordinarily bepermitted notwithstanding suchredriction
or regulation, unless otherwi se stipul ated, provided that shipment of
export or import ismadewithin original validity with respect to
availableba anceandtimeperiod of anirrevocablecommercid |etter
of credit, established beforedate of imposition of such restriction.
However, a time limit for operationalising such LCs may be
prescribed.
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Special Focus
Initiatives

New Sectoral |nitiatives
to be announced

CHAPTER-1B

SPECIAL FOCUS INITIATIVES

1B.1

With aview to continoudy increasing our percentage share of globa
trade and expanding employment opportunities, especidly in semi
urban and rural areas, certain special focus initiatives have been
identified for Agriculture, Handlooms, Handicraft, Gems &
Jewellery, Leather, Marine, Electronics and IT Hardware
manufacturing Industries and Sports Goods and Toys sectors.
Government of Indiashall make concerted effortsto promote exports
inthese sectors by specific sectora strategiesthat shall be notified
fromtimetotime.

Further Sectoral Initiativesin other sectorswill also beannounced
fromtimetotime.

Thrust sectorsshad |l beextended following facilities:

(i) Agricultureand Villagelndustry

@ VisheshKrishi and Gram Udyog Yojana

(b) Funds shall be earmarked under ASIDE for
devel opment of Agri Export Zones(AEZ)

(© Deeted.
(d) Deleted.

(e Capital goods imported under EPCG shall be
permitted to beinstalled anywherein AEZ.

(f)  Import of restricted items, such as panels, shall be
alowed under variousexport promotion schemes.

(@9 Import of inputssuch as pesticides shdl be permitted
under AdvanceA uthorisation for agro exports.

(hy  Newtownsof export excellencewithathreshold limit
of Rs250 crore shall benotified.

(i) Certangpecifiedflowers, fruitsand vegetableswill be
entitledtoaspecia duty credit scrip, inadditiontothe
normal benefit under VKGUY.

(i)  Handlooms
(@  Spedificfundswould beearmarked under MAI / MDA
Schemefor promoting handloom exports.

(b) Duty freeimport entitlement of specified trimmingsand
embellishments shall be 5% of FOB value of exports
during previousfinancia year.

17



(iii)

(iv)

©

©

©

()

()

Duty freeimport entitlement of hand knotted carpet
samplesshall be 1% of FOB value of exportsduring
previousfinancia year.

Duty freeimport of old piecesof hand knotted carpets
on consignment basisfor re-export after repair shall
be permitted.

New townsof export excellencewith athreshold limit
of Rs250 crore shall benotified.

Handloom mark enables handloom products to
devel op aniche market with adistinct identity.

Machinery and equipment for effluent treetment plants
shdl beexempt from customsduty.

Handicr afts

@

()

©

()

€

()

@

New Handicraft SEZs shall be established which
would procure productsfrom cottage sector and
dofinishing for exports.

Duty freeimport entitlement of tools, machinery and
equipment, trimmingsand embellishmentsshad | be5%
of FOB vaueof exportsduring previousfinancia year.
Entitlement isbroad banded, and shall extend asoto
merchant exporters tied up with supporting
manufacturers.

Handicraft EPC isauthorized to import trimmings,
embellishmentsand consumableson behalf of those
exporters for whom directly importing may not be
viable

Specific funds would be earmarked under MAI &
MDA Schemesfor promoting Handicraft exports.

CVD isexempted on duty freeimport of trimmings,
embellishmentsand consumables.

New towns of export excellence with a reduced
threshold limit of Rs250 croreshall benotified.

Machinery and equipment for effluent treetment plants
shdl beexempt from customsduty.

Gems & Jewellery

@

Import of gold of 8k and above shdl bealowed under
replenishment scheme subject to import being
accompanied by anAssay Certificate pecifying purity,
weight and aloy content.

18



v)

(i)

(b)

©

©

©

Duty FreeImport Entitlement (based on FOB value
of exports during previous financial year) of
Consumables, Tools, Machinery and Equipmentsfor:

1. Jawellery made out of
a Preciousmetals (other than

Gold & Platinum) - 2%

(b) Goldand Platinum - 1%

(©) Rhodiumfinished Silver — 3%

2.  Cutand Polished Diamonds - 1%

Duty freeimport entitlement of commercial samples
shall be Rs. 300,000.

Duty freere-import entitlement for regjected jewellery
shall be 2% of FOB value of exports.

Deleted.

L eather and Footwear

@

(0)

©

(d

©

()

Duty freeimport entitlement of specified itemsshall
be 5% of FOB value of exports during preceding
financid year.

Duty free entitlement for import of trimmings,
embelishmentsand footwear componentsfor footwear
(leather aswell assynthetic), gloves, travel bagsand
handbags shall be 3% of FOB value of exports of
previousfinancid year. Such entitlement shall dso cover
packing material, such as printed and non-printed
shoeboxes, small cartonsmade of wood, tin or plastic
materialsfor packing footwear.

Machinery and equipment for Effluent Trestment Plants
shall be exempt from basic customsduty.

Re-export of unsuitableimported materialssuch as
raw hides& skinsand wet blueleathersis permitted.

CVD isexempted on lining and interlining material
notified at S.No 168 of CustomsNotification No 21/
2002 dated 01.03.2002.

CVD isexempted on raw, tanned and dressed fur skins
faling under Chapter 43 of ITC (HS).

M arine Sector

@

Duty free import of specified specialised inputs /
chemicalsand flavouring oilsisallowed to the extent
of 1% of FOB value of preceding financial year’'s
export.

19



1B.2

(b)

©

(d)

Todlow import of monofilament longlinesystem for
tunafishing at aconcessiona rate of duty and Bait
Fishfor tunafishing at Nil duty.

A self removal procedure for clearance of seafood
waste is applicable subject to prescribed wastage
norms.

Specific marine productsare consdered for VKGUY
scheme.

(vii) Hi-tech productsExport Promotion Scheme

Theschemehasbeenintroduced to promoteexport of notified
hi-tech products.

(viii) Electronicsand I T HardwareM anufacturinglndustries

@

(b)

©

Expeditious clearance of approvals required from
DGFT shall beensured.

Exporters/Associationswould be entitled to utilize
MAI & MDA Schemesfor promoting Electronicsand
I'T Hardware Manufacturing Industriesexports.

Hi-tech products of the Electronicsand IT Hardware
Manufacturing Industries Sector would be consi dered
for inclusonin High Tech Products Export Promotion
Scheme.

(ix) SportsGoodsand Toys

@

()

©

Deleted.

Sports goods and toys shall be treated as a priority
sector under MDA / MAI Scheme. Specific funds
would be earmarked under MAI /MDA Schemefor
promoting exportsfromthissector.

Applicationsrelating to Sports Goodsand Toysshall
be considered for fast track clearanceby DGFT.

Sports Goods and Toys will be entitled for special
duty credit scrip, inaddition to thenorma benefit under
FPS.

20



Board of Trade (BOT)

Terms of Reference

Composition

1C1

1C.2

1C.3

1C4
to
1C.6

CHAPTER-1C

Board of Trade

BOT hasad ear and dynamicrolein advisng government onrelevant
issues connected with Foreign Trade.

BOT hasfollowing termsof reference:

Vi

To advise Government on Policy measuresfor preparation
and implementation of both short and long term plansfor
increasing exports in the light of emerging national and
internationa economic scenarios;

To review export performance of various sectors, identify
congtraintsand suggest industry specific measuresto optimize
export earnings,

Toexamineexistingingtitutional framework for importsand
exports and suggest practical measures for further
streamlining to achieve desired objectives,

Toreview policy instrumentsand proceduresfor imports
and exportsand suggest stepsto rationalize and channelise
such schemesfor optimumuse;

To examine issues which are considered relevant for
promotion of India’s foreign trade, and to strengthen
international competitivenessof Indian goodsand services,
and

To commission studiesfor furtherance of above objectives.

Government shall nominate an eminent person or expert on trade
policy to be Chairman of BOT. Government shall also nominate25
persons, of whom at least 10 will be expertsin trade policy. In
addition, Chairmen of recognized EPCsand President or Secretary-
Generalsof National Chambers of Commercewill be ex-officio
members. BOT will meet at |east once every quarter.

Deleted
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CHAPTER-2

GENERAL PROVISIONS REGARDING IMPORTS AND EXPORTS

Exportsand Imports 2.1
free unless regulated

211

212

213

Compliance 2.2
with Laws

Exportsand Importsshall befree, except whereregulated by FTP
or any other law inforce. Theitem wise export and import policy
shall be, asspecifiedin I TC (HS) notified by DGFT, asamended
fromtimetotime.

Import of rough diamond from Coted’ Ivoireshal be prohibitedin
complianceto Paragraph 6 of UN Security Council Resolution
(UNSCR) 1643(2005).

Import / export of armsand rel ated material from/to Iraq shall be
prohibited.

Direct or indirect export and import of followingitems, whether or
not originating in Democratic People sRepublic of Korea(DPRK),
to/from DPRK isprohibited:

All items, materia sequipment, goodsand technology including as
set out in listsin documents $/2006/814,52006/815 and S/2006/
853(United Nations Security Council Documents) which could
contributeto DPRK’ snuclear-related, ballistic missile-related or
other weapons of mass destruction-rel ated programmes.

Direct or indirect export andimport of al items, materias, equipmernt,
goodsand technol ogy which could contributeto Iran’senrichment-
related, reprocessing or heavy water related activities, or to
development of nuclear weapon delivery systems, as mentioned
below, whether or not originainginIran, to/ from Iranisprohibited:

1) items, listed in INFCIRC/254/Rev8/Part | in document S/2006/
814, in SectionsB.2to B.7 aswell asA.l and B.l except supply,
saleor transfer of equipment covered by B.I when such equipment
isfor light water reactors and low-enriched uranium covered by
A.1l.2whenitisincorporated in assembled nuclear fuel elements
for suchreactors,

i) itemslisted in §2006/815 except supply saleor transfer of items
covered by 19.A.3 of Category I1.

Above-mentioned UN Security Council documentsare accessible
from DGFT web site.

Every exporter or importer shall comply withthe provisionsof FT
(D&R) Act, the Rulesand Ordersmade there-under, FTPand terms
and conditions of any Authorisation granted to him. All imported
goods shall also be subject to domestic Laws, Rules, Orders,
Regulations, technica specifications, environmenta and safety norms
asapplicableto domestically produced goods. Noimport or export
of rough diamonds shall be permitted unless accompanied by

23



| nter pretation 2.3
of Policy

Procedure 24
Exemption from 25

Policy / Procedure

Principles of 2.6
Restriction

Kimberley Process (KP) Certificate as specified by Gem &
Jewellery EPC (GJEPC).

If any question or doubt arisesin respect of interpretation of any
provison containedin FTPR, or classfication of any itemin I TC (HS)
or HBP-v1 or HBP-v2, or Schedule of DEPB Rates (including
content, scopeor issueof an authorizationthereunder), said question
or doubt shall bereferred to DGFT whose decision thereon shall
befina and binding.

DGFT may, specify procedure to be followed for an exporter or
importer or by any licensing or any other competent authority for
purpose of implementing provisionsof FT (D& R) Act, theRules
and the Orders made there under and FTP. Such procedures shall
be published by meansof aPublic Notice, and may, inlike manner,
beamended fromtimetotime.

DGFT may passsuch ordersor grant suchrelaxation or relief, ashe
may deemfit and proper, on groundsof genuine hardship and adverse
impact ontrade.

DGFT may, in publicinterest, exempt any person or classor category
of personsfrom any provision of FTPor any procedure and may,
whilegranting such exemption, impose such conditionsashe may
deem fit. Such request may be considered only after consulting
Committeesasunder:

SI.No. | Description Committee

(i) Fixation/ modification of NormsCommittee
product normsunder all
schemes

(it) Nexuswith Capital Goods | EPCG Committee
(CG) and benefitsunder
EPCG Schemes

(iir) All other issues Policy Relaxation

Committee (PRC)

DGFT may, through anotification, adopt and enforce any measure
necessary for: -

[ Protection of publicmorals.

i Protection of human, animal or plant lifeor health.

i Protection of patents, trademarks and copyrightsand the
prevention of deceptive practices.

\Y Prevention of use of prison labour.
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Restricted Goods 2.7

Terms and Conditions 2.8
of alicence/ Certificate/
Permission /

Authorisation

Authorisation / Licence/ 2.9

Certificate /
Permission,
not a Right
Penalty 2.10
Sate Trading 211
I mporter-Exporter 212

Code (1EC) Number

\Y; Protection of national treasures of artistic, historic or
archaeologica vaue.

Vi Conservation of exhaustible natural resources.

Vii Protection of trade of fissionablemateria or materia from
whichthey arederived; and

vili Prevention of trafficin arms, ammunition and implementsof
war.

Any goods, export or import of whichisrestricted under ITC(HS)
may be exported or imported only in accordance with an
Authorisation or intermsof apublic noticeissued in thisregard.

Every Authorisation shall bevalidfor prescribed period of
validity and shall contain suchtermsand conditionsasmay be
specified by RA, whichmay include:

@ Quantity, description and value of goods;
(b) Actua User condition;

(©) Export obligation;

(d) Vaue addition to be achieved; and

) Minimum export / import price.

No person may clamanAuthorization asaright and DGFT or RA
shdl have power to refuseto grant or renew the samein accordance
with provisonsof FT (D& R) Act, Rulesmadethereunder and FTP.

If anAuthorisation holder violatesany condition of suchAuthorisation
or fallstofulfill export obligation, heshall beliablefor actionin
accordancewith FT (D&R) Act, the Rulesand Orders made there
under, FTPand any other law for timebeinginforce.

Any goods, import or export of whichisgoverned throughexclusve

or specid privilegesgranted to STE(s), may beimported or exported
by STE(s) asper conditions specified in ITC (HS). DGFT may,
however, grant an A uthorisation to any other person toimport or
export any of these goods.

Such STE(s) shdl makeany such purchasesor sdesinvolvingimports
or exportssolely in accordance with commercial considerations,
including price, quality, availability, marketability, transportationand
other conditionsof purchaseor salein anon discriminatory manner
and shdl afford enterprisesof other countriesadequate opportunity,
in accordance with customary business practices, to competefor
participation in such purchasesor sales.

No export or import shall be made by any personwithout an IEC
number unlessspecificaly exempted. An1EC number shdl begranted
on application by competent authority inaccordancewith procedure
specifiedinHBPV1.
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Trade with
Neighbouring
Countries

Transit Facility

Trade with Russia
under Debt-Repayment
Agreement

Actual User
Condition

Second Hand Goods

Scrap/Waste in SEZ

I mport of samples
Import of Gifts

Passenger Baggage

2.13

214

2.15

2.16

217

2.17A

2.18
2.19

2.20

DGFT may issueingtructionsor frameschemesasmay berequired
to promotetrade and strengthen economic tieswith neighbouring
countries.

Transit of goodsthrough Indiafrom/ or to countries adjacent to

Indiashall beregulated inaccordance with bil ateral treatiesbetween
Indiaand those countriesand will be subject to such restrictionsas
may be specified by DGFT in accordance with International
Conventions.

In case of tradewith Russiaunder Debt Repayment Agreement,
DGFT may issueingtructionsor frame schemesasmay berequired,
and anything contained in FTR, insofar asitisincongstent with such
instructionsor schemes, shal not apply.

Capital goods, raw materials, intermediates, components,

consumables, spares, parts, accessories, instruments and other
goods, which are importable without any restriction, may be
imported by any person.

However, if suchimportsrequirean Authorisation, actua user aone
may import such goods unlessactua user conditionisspecificaly
dispensed with by RA.

All second hand goods, except second hand capital goods, shall be
restricted for importsand may beimported only inaccordancewith
provisions of FTR, ITC (HS), HBP v1, Public Notice or an
Authorisationissuedinthisregard.

Import of second hand capital goods, including refurbished/ re-
conditioned sparesshall bedlowed freely. However, second hand
persona computers/ | aptops, photocopier machines, air conditioners,
diesdal generating setswill only bealowed againgt alicence.

Import of re-manufactured goods shall be allowed only against a
licence.

Any waste or scrap or remnant including any form of metallicwaste
& scrap generated during manufacturing or processing activitiesof
an SEZ Unit/ Developer/Co-developer shall be alowed to be
disposed in DTA freely subject to payment of applicable Customs
Duty.

Import of samplesshall begoverned by HBPv1.

Import of giftsshall be permitted where such goods are otherwise
freely importableunder FTP. In other cases, aCustoms Clearance
Permit (CCP) shall berequired from DGFT.

Bonafide household goods and personal effects may beimported
aspart of passenger baggage as per limits, termsand conditions
thereof in Baggage Rulesnotified by Ministry of Finance.

Samplesof suchitemsthat are otherwisefreely importable under
FTPmay aso beimported aspart of passenger baggagewithout an
Authorisation.
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Exporterscoming from abroad are a so allowed to import drawings,
patterns, labels, price tags, buttons, belts, trimming and
embellishments required for export, as part of their passenger
baggage without an Authorisation.

Freely exportable new or second hand capital goods, equipments,
components, partsand accessories, containers meant for packing
of goodsfor exports, jigs, fixtures, diesand mouldsmay beimported
for export without an Authorisation on executionof LUT /BGwith
CustomsAuthorities.

Capital goods, equipments, components, parts and accessories,
whether imported or indigenous, except thoserestricted under ITC
(HS) may be sent abroad for repairs, testing, quality improvement
or upgradation or standardization of technology and re-imported
without anAuthorisation.

After completion of projectsabroad, project contractorsmay import,
without anAuthorisation used goodsincluding capital goodsprovided
they have been used for at least oneyear.

Sdeof goodson high seasfor import into Indiamay be made subject
to FTPor any other law inforce.

Permission of RA isnot required for import of capital goodsunder
leasefinancing.

Goods aready imported / shipped / arrived, in advance, but not
cleared from Customsmay a so becleared againgt an Authorisation
issued subsequently.

Wherever any duty freeimport isallowed or where otherwise
specifically stated, importer shall execute prescribed LUT /BG/
Bond with CustomsA uthority before clearance of goods. In case
of indigenoussourcing, Authorisationholder shdl furnishLUT/BG
/ Bondto RA concerned before sourcing materia fromindigenous
supplier / nominated agency asprescribedinHBPv1.

Deleted.

Private/ Public bonded warehouses may be set up in DTA as per
termsand conditionsof notificationissued by DoR.

Any person may import goods except prohibited items, armsand
ammunition, hazardouswaste and chemicals and warehousethem
in such bonded warehouses.

Such goods may be cleared for home consumption in accordance
with provisonsof FTPand againgt Authorisation, wherever required.
Customsduty asapplicable shall bepaid at thetime of clearance of
such goods.
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If such goodsarenot cleared for home consumptionwithinaperiod
of oneyear or such extended period asthe custom authoritiesmay
permit, importer of such goods shall re-export the goods.

All goods may be exported without any restriction except to the
extent that such exports are regulated by ITC (HS) or any other
provisonof FTPor any other law for timebeinginforce.

DGFT may, however, specify through apublic notice such terms
and conditions according to which any goods, notincluded inI TC
(HS), may be exported without an Authorisation.

Export of samplesand Free of charge goods shall be governed by
provisonsgiveninHBPV1.

Bonafide personal baggage may be exported either along with
passenger or, if unaccompanied, within one year before or after
passenger’sdeparturefrom India. However, items mentioned as
restricted in I TC (HS) shall require an Authorisation. Government
of India officias proceeding abroad on official postings shall,
however, be permitted to carry alongwith their personal baggage,
food items(free, restricted or prohibited) strictly for their personal
consumption.

Goods, including edible items, of value not exceeding
Rs.5,00,000/- ina licensing year, may be exported asagift.

However, items mentioned as restricted for exportsin ITC (HS)
shall not be exported asagift, without an Authorisation.

Warranty spares (whether indigenous or imported) of plant,
equi pment, machinery, automobilesor any other goods, (except those
restricted under ITC (HS)) may be exported along with main
equipment, or subsequently but within contracted warranty period
of such goods, subject to approval of RBI.

Third party exports, asdefined in Chapter 9 shall be allowed under
FTP.

Goodsimported, in accordancewith FTP, may beexportedin same
or substantially sameform without an Authorisation provided that
itemto beimported or exported isnot restricted for import or export
INITC(HS).

Exportsof such goodsimported againgt payment infredy convertible
currency would be permitted against payment in freely convertible
currency.

Goods, including those mentioned asrestricted for import (except
prohibited items) may beimported under CustomsBond for export
infreely convertible currency without an Authorisation, provided
that itemisfredy exportablewithout any conditiondity / requirement
of Licence / permission, as may be required under ITC (HS)
Schedulell.
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Goods or partsthereof, on being exported and found defective/
damaged or otherwise unfit for use, may bereplaced freeof charge
by the exporter and such goods shall be allowed clearance by
Customs authorities, provided that replacement goods are not
mentioned asrestricted itemsfor exportsin ITC (HS).

Goodsor parts, except restricted under ITC (HS) thereof, onbeing
exported and found defective, damaged or otherwise unfit for use,
may beimported for repair and subsequent re-export.

Such goods shall be allowed clearance without an Authorisation
and in accordance with customsnotification.

Private bonded warehousesexclusively for exportsmay beset upin
DTA asper termsand conditions of notificationsissued by DoR.

Suchwarehouses shall beentitled to procure goodsfrom domestic
manufacturers without payment of duty. Supplies made by a
domestic supplier to such notified warehouses shall betreated as
physical exports provided payments are made in free foreign
exchange.

All export contractsand invoicesshdl bedenominated either infredy
convertible currency or Indian rupees, but export proceedsshall be
redlisedinfreely convertiblecurrency.

However, export proceeds against specific exports may aso be
redlizedinrupees, provideditisthroughafregy convertibleVostro
account of anon resident bank situated in any country other thana
member country of ACU or Nepal or Bhutan. Additionally, rupee
payment through Vostro account must be against payment infree
foreign currency by buyer in hisnon-resident bank account. Free
foreign exchange remitted by buyer to hisnon-resident bank (after
deducting the bank service charges) on account of thistransaction
would be taken as export realization under export promotion
schemesof FTP.

Contracts[for which paymentsarereceived through Asian Clearing
Union (ACU)] shall be denominated in ACU Dollar. Central
Government may relax provisionsof thisparagraph in appropriate
cases. Export contractsand Invoi ces can be denominated in Indian
rupeesagainst EXIM Bank / Government of Indialine of credit.

If anexporter failstorealise export proceedswithin time specified
by RBI, heshadl, without prejudiceto any liability or penaty under
any law inforce, beliableto actionin accordancewith provisonsof
FT (D&R) Act, Rulesand Orders madethereunder and FTP.

Consignments of items meant for exports shall not be withheld/
delayed for any reason by any agency of Central / State Government.
In case of any doubt, authorities concerned may ask for an
undertaking from exporter.
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No seizure of stock shall be made by any agency, so asto disrupt
manufacturing activity and delivery schedule of exports. In
exceptiona cases, concerned agency may seizethestock onbasis
of primafacieevidence. However, such seizureshould belifted within
7 days.

Basic objective of Export Promotion Councils (EPCs) isto promote
and develop Indian exports. Each Council is responsible for
promotion of aparticular group of products, projectsand services
asgiveninHBPv1.

Any person, applyingfor:

() anAuthorisationtoimport/ export, [except itemslisted as
restricted itemsin I TC(HS)] or

(i)  any other benefit or concessionunder FTP

shdl berequired to furnish RCM C granted by competent authority
inaccordancewith procedure specifiedin HBP-v1, unlessspecificaly
exempted under FTP,

Certificate of Registration as Exporter of Spices(CRES) issued by
SpicesBoard shall betreated as Registration-Cum-Membership
Certificate (RCMC) for the purposes under thisPolicy.

Deleted

Itisendeavor of Government towork towardsgrester smplification,
standardization and harmoni zation of trade documents using
international best practices. Asastepinthisdirection, DGFT shall
move towards an automated environment for electronic filing,
retrieval and authenti cation of documentsbased on agreed protocols
and message exchange with other community partnersincluding
Cu.stomsand Banks.

To enableusersto makecommercia decisonsinamoreprofessiona
manner, DGCI & Stradedatashd | bemeadeavailablewithaminimum
timelag, inaquery based sructured format, onacommercid criteria

Withaview to promoteuse of Information Technology, DGFT will
provide fiscal incentivesto user community. Deductionsin
Application Feewould beadmissblefor gpplicationssigned digitaly
or / and where application feeispaid el ectronically through EFT
(Electronic Fund Transfer). Detailsareenumerated in HBPv1.

With aview to providing assistanceto firmswho have defaulted
under FTPfor reesonsbeyond their control asasofacilitating merger,
acquisition and rehabilitation of sick units, it has been decided to
empower Settlement Commissionin Central Board of Exciseand
Customsto decide such cases also with effect from 01.04.2005.
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Pending finalisation of Single Common Document (SCD) for
internationa trade, Government Departmentsdealing with exports
andimportswill honour Authorisation issued by other Government
departments based on verification of export documents like
shipping bill, bank redlization certificate, Packing list, bill of lading
etc. and will not ing st upon fresh submission of these documents.

For al goodsand serviceswhich are exported from unitsin DTA
and unitsinEOU /EHTP/ STP / BTPR, exemption/ remission of
servicetax levied and related to exports, shall be allowed, as per
prescribed procedurein Chapter 4 of HBP V1.

Unitsin SEZ shall be exempted from servicetax.

For al goodsand servicesexported from India, servicesreceived /
rendered abroad, where ever possible, shall be exempted from
servicetax.

DGFT hasacommitment to function asafacilitator of exportsand
imports. Focusison good governance, which dependson clean,
trangparent and accountable delivery systems.

DGFT hasin placeaCitizen’s Charter, giving time schedulesfor
providing servicesto clients, and detailsof grievance committeesat
differentleves.

In order to facilitate speedy redressal of grievances of trade and
industry, anew grievanceredressal mechanismhasbeen putin place
intheform of GRC by aGovernment Resolution.

TheGovernment iscommitted to resolving al outstanding problems

anddisputes pertaining to past policy periodsthrough GRC set
up on 27.10.2004, for condoning delays, regularizing breaches by
exportersin bonafide cases, resolving disputes over entitlements,
granting extensionsfor utilization of Authorisations.

Deleted
Deleted.
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3.2

CHAPTER-3

PROMOTIONAL MEASURES

Schemefor Assistanceto Statesfor Infrastructure Devel opment of
Exports(ASIDE) isformulated to encourage State Governmentsto
participatein promoting exports, and isadministered by Department
of Commerce (DaC).

Objectivesof ASIDE include:

® Developing infrastructure such as roads connecting

production centerswith ports,

(i)  Settingup of Inland Container Depots (1CD) and Container
Freight Stations (CFS),

@)  Cregtionof new Stateleve export promotionindustria parks
/ zones,

(iv)  Augmentingcommonfacilitiesinexisting zones,

(v)  Equity participationininfrastructure projects,

(vi)  Development of minor portsand jetties,

(vii)  Assgtanceinsetting up of common effluent trestment fadilities,
(viii)  Stabilizing power supply, and

(iX)  Any other activity asmay benotified by DoC.

Detailsof ASIDE areavailableat http://commerce.nic.in.

MAI schememis intended to providefinancia assstancefor medium
term export promotion efforts with sharp focus on a country /
product, and isadministered by DoC.

Financial assistanceisavailable for Export Promotion Councils
(EPCs), Industry and TradeAssociations (I TAS), Agenciesof State
Governments, Indian Commercial Missions (ICMs) abroad and
other digibleentitiesasmay benatified.

A wholerangeof activitiescan befunded under MAI scheme. These
include, anongst others,

) Market studies,

(i)  Setting up of showroom/warehouse,
(i)  Salespromotion campaigns,

(iv)  Internationa departmental stores,

(v)  Publicity campaigns,

(vi)  Participationininternationd tradefairs,
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(vii)  Brand promotion,

(viii)  Regidtration chargesfor pharmaceuticals, and term export
promotion effortswith sharp focuson acountry / product,

(iX)  Testing chargesfor engineering products.

Each of these export promotion activities can receive financial
assi stance from Government ranging from 25% to 100% of total
cost depending upon activity and implementing agency.

Full text of guidelinesisavailableat http://commercenic.in.

MDA Schemeisintended to providefinancia assstancefor arange
of export promotion activitiesimplemented by EPCs, ITAsona
regular basisevery year. The schemeisadministered by DoC.

Ass stanceincludes, anongst others, participationin
) Trade Fairsand Buyer Seller meetsabroad or inIndia, and
(i) Export promotion seminars.

Fnancid asssancewithtrave grantisavalaoleto exporterstraveling
to Latin America, Africa, CIS region, ASEAN countries,
Australiaand New Zeaand. In other areas, financial assistance
without travel grantisavailable.

MDA assgtanceisavailablefor exporterswith annua export turnover
upto Rs 15 Crores. Full text of guidelines is available at
http://commerce.nic.in.

DOC would providefinancia assistanceto deserving exporterson
recommendation of EPCsfor meeting cost of legal expensesfor
traderelated matters.

A number of townshave emerged asdynamic industrial clusters
contributing handsomely to India sexports. It isnecessary to grant
recognitionto theseindustria clusterswith aview to maximizing
their potential and enabling themto movehigher inthevaluechain
and tap new markets.

Selected towns producing goods of Rs. 1000 Crore or more will
be natified as TEE based on potentia for growthinexports. However
for TEE in Handloom, Handicraft, Agriculture and Fisheries
sector, threshold limit would be Rs. 250 Crores.

Recogni zed associations of unitswill be ableto accessfundsunder
MAI schemefor cresting focused technologica services. Common
sarviceprovidersintheseareasshall beentitled for EPCG scheme.
Further such areaswill receive priority for assistanceunder ASIDE
scheme.

Notified TEE arelistedin Appendix 7 of HBPVL1.
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Centrd Government aimsto encourage manufacturersand exporters
to attain internationally accepted standards of quality for their
products. Central Government will extend support and assistance
to Trade and Industry to launch anationwide programmeon quality
awarenessand to promotetotal quality management.

Centrd Government will assistin moderni sation and upgradation of
test houses and | aboratoriesto bring them at par with international
standards.

Regiona Sub-Committee on Quality Complaints (RSCQC) set up
at Regiona Offices of this Directorate shall investigate quality
complaintsreceived fromforeign buyers. Guidelinesfor settlement
of quality complaints, in particular, and such other complaints, in
general, aregivenin Appendix-16 of HBPv1.

If it comesto DGFT notice or he has reason to believe that an
export or import has been madein amanner that

(i) isgravely prgudicid totraderdationsof Indiawith any other
country; and/ or

(i)  isgravely preudicid tointerest of other personsengagedin
exportsor imports, and/ or

(i)  hasbrought disreputeto the country;

DGFT may take action against such exporter or importer in
accordance with FT (D& R) Act, Rules and Orders made there-
under and FTP.

EXPORT AND TRADING HOUSES

Merchant aswell asManufacturer Exporters, Service Providers,
Export Oriented Units (EOUs) and Units located in Special
Economic Zones (SEZs), Agri Export Zones (AEZs), Electronic
Hardware Technology Parks (EHTPs), Software Technology
Parks (STPs) and Bio-Technology Parks (BTPs) shal be€dligible
for Status.

Applicant shall be categorized depending on histotal FOB (FOR -
for deemed exports) export performanceduring current plusprevious
threeyears (taken together) upon exceeding limit given below. For
Export House (EH) Status, export performanceisnecessary in at
least two out of four years(i.e., current pluspreviousthreeyears).
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SatusCategory Export Performance
FOB /FOR Value

(Rupeesin Crores)

Export House (EH) 20
Star Export House (SEH) 100
Trading House(TH) 500
Star Trading House (STH) 2500
Premier Trading House (PTH) 10000

1

1(8)

4.

Exportersin Small Scale Industry (SSI) / Tiny Sector /
Cottage Sector, Unitsregistered withKVICs/ KVIBs, Units
located in North Eastern States, Sikkkim and Jammu &
Kashmir, Units exporting handloom / handicrafts / hand
knotted or silk carpets, exporters exporting to countriesin
Latin America / CIS / sub-Saharan Africa as listed in
Appendix-9, Unitshaving | SO 9000 (series) / 1SO 14000
(series) / WHOGMP / HACCP/ SEI CMM level-I1 and
above status granted by agencies listed in Appendix-6 of
HBPv1, exportsof servicesand exportsof agro products
shall beentitled for doubleweightage on exports madefor
grant of status. Double Weightage shall be admissibleto
Merchant aswell asManufacturer Exporters. However, a
shipment can get doubleweightage only oncein any one of
above categories.

Transfer of export performance from oneto another isnot
permitted. Thereforedisclaimer system shdl not beallowed
for counting of export turnover.

Exports made on re-export basis shall not be counted for
recognition.

Exports made by subsidiary of alimited company shall be
counted towards export performance of limited company
for recognition, only if limited company hasamgority share
holdinginsubsidiary company.

Deleted

A StatusHolder shall bedigiblefor following facilities:

Authorisation and Customs clearancesfor both importsand
exportson self-declaration basis,

Fixation of Input-Output normson priority within 60 days,

Exemption from compulsory negotiation of documents
through banks. Remittance/ Recei pts, however, would be
received through banking channels
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V) 100% retention of foreign exchangein EEFC account;
v)  Enhancementinnormal repatriation period from 180 days

to 360 days;

vi) Deeted

vii)  Exemptionfrom furnishing of Bank Guaranteein Schemes
under FTP; and

vii)  SEHs and above shall be permitted to establish Export
Warehouses, asper DoR guidelines.

IX) For status holders, adecision on conferring of ACP Status
shall be communicated by Customs within 30 daysfrom
receipt of applicationwith Customs.

X) Asanoption, for Premier Trading House (PTH), theaverage
leve of exportsunder EPCG Schemeshdll bethearithmetic
mean of export performance in last 5 years, instead of 3
years.

Deleted

SERVICESEXPORTS

Servicesincludeall 161 tradable services covered under General
Agreement on Tradein Services (GATS) where payment for such
servicesisrecelved infreeforeign exchange. A list of servicesis
giveninAppendix-10 of HBPv1.

Software exportersshall register themselveswith Electronicsand
Software EPC. Exporters of 14 specific serviceslistedin Sl. No.
34 of Appendix-2 of HBPv1 arerequired to register themselves
with ServicesEPC. Other serviceexportersshall register themselves
with Federation of Indian Exporters Organisation (FIEO).

Government shd | promateestablishment of Common Facility Centres

for useby home-based service providers, particularly in areaslike
Engineering & Architectural design, Multi-media operations,
Softwaredevel opersetc., in State and Digtrict-level towns, todraw
inavast multitude of home-based professiona sinto servicesexport
arena.

SERVED FROM INDIA SCHEME (SFIS)

Objective is to accelerate growth in export of services so asto
createapowerful and unique’ Served From India brand, instantly
recognized and respected world over.

All ServiceProviders, of serviceslisted in Appendix-10 of HBPv1,
who have atotal freeforeign exchangeearning of at least Rs. 10
Lakhsin precedingfinancia year shdl qualify for Duty Credit scrip.
For Individua Service Providers, minimumwould beRs. 5 Lakhs.
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All Service Providers(except Hotel s, Restaurantsand other Service

Providersin Tourism Sector) shall be entitled Duty Credit scrip
equivaent to 10% of freeforeign exchange earned during preceding
financid year.

However servicesand service providersaslisted in Paragraph 3.18.1
of HBPv1 shal not beentitled.

Freeforeign exchange earned through International Credit Cards
and other instruments as permitted by RBI for rendering of service
shall also be taken into account for computation of Duty Credit
serip.

Hotel sof one-star and above (including managed hotels) and heritage
hotel sapproved by Department of Tourism (DOT) and other Service
providersin tourism sector registered with DOT aswell as Clubs
having resdentid facility of minimum 30 roomsshall beentitledto
duty credit scrip equivaent to 5% of freeforeign exchange earned
during preceding financid year.

Stand-alonerestaurantswill beentitled to duty credit scrip equivalent
to 10% of freeforeign exchange earned during preceding financia
yedar.

Duty Credit scrip may be used for import of any capital goods
including pares, officeequipment and professiona equipment, office
furnitureand consumables; that are otherwisefredy importableunder
ITC (HS). Imports shall relate to any service sector business of
applicant.

Utilization of Duty Credit scrip earned shall not be permitted for
payment of duty in case of import of vehicles, evenif suchvehicles
arefreely importableunder ITC (HS).

In case of hotels; clubshaving residential facility of minimum 30
rooms; golf resorts and stand-al one restaurants having catering
facilities, Duty Credit scrip may also be used for import of
consumablesincluding food itemsand a coholic beverages.

Entitlement / goods (imported/ procured) shall be non transferable
(except within group company and managed hotels) and be subject
toActual User condition.

Deleted

Utilization of Duty Credit Scrip shall be permitted for payment of
exciseduty intermsof DoR notification issued in thisbehalf, for
procurement from domestic sources of items permitted under Para
3.6.4.5.

Deleted
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3.8.2.2

VISHESH KRISHI AND GRAM UDYOG YOJANA
(VKGUY)

(SPECIAL AGRICULTURE AND VILLAGE INDUSTRY
SCHEME)

Objectiveof VKGUY isto promote exports of

(i) Agricultura Produce and their value added products;

()  Minor Forest Produce and their value added variants; for
exportsw.e.f 1.4.2004;

(i)  Gram Udyog Products, for exportsw.e.f 01.04.2006;
(v)  Forest Based Products, for exportsw.e.f 01.04.2007; and

(v)  Other products, asnotified fromtimetotime.
Such productsshdl belisted in Appendix 37A of HBPV1.

Duty Credit scrip benefitsare granted with an aim to compensate
high transport costs. Exporters, of products notified in Appendix
37A of HBPv1, shdl beentitled for Duty Credit scrip equivaent to
5% of FOB value of exports(realizedinfreeforeign exchange).

However, Duty Credit scrip benefits shall be granted only at a
reduced rate of 3.5% of FOB value of exports (realized in free
foreign exchange) in such caseswhereexporter hasavailed benefits
under Chapter 4 of FTPfor import of AgricultureInputs (other than
catadydts, consumablesand packing materias) relating to export item
under thisscheme.

However, for exports made w.e.f. 1.4.2008, Flowers, Fruitsand
Vegetables, aslisted in Table 13 of Appendix 37A, shall beentitled
to an additional duty credit scrip equivaent to 2.5% of FOB vaue
of exports; over and abovethe5% / 3.5% VKGUY entitlement.

Period of exportsfor which entitlementisgrantedisgiveninAppendix
37A of HBPv1. However, New additiond productsnatified/ clarified
inAppendix 37A of HBPv1 shal beentitled for Duty Credit Scrip
on exports, w.e.f 1.4.2008, unless otherwise specified.

Exportsmadeby EOUs / BTPswho do not avall direct tax benefits/
exemption shal bedigible, provided the sameisnot covered under
Paragraph 3.8.2.2.

Following exportsshall not betaken into account for Duty Credit
scrip entitlement.

(@ (i) Exportof imported goodscovered under Para2.350of FTP,

(i) Exportsthrough transshipment, meaning thereby thatexports
originating inthird country but transshipped through India;
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3.8.6
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391

3.9.2

(b)  Deemed Exports,
(c)  Exportsmadeby SEZ units, and

(d) Items, whicharerestricted or prohibited for export under
Schedule-2 of Export Policy inITC (HS).

Deleted

For exports during 2008-09, all Status Holders (having status
recognitionw.e.f 1.4.2008) exporting productscovered under ITC
HS Chapters 1 to 24, shall beincentivized with duty credit scrip
equd to 10% of FOB vaueof agriculturad exports(including benefits
entitled under paragraph 3.8.2) provided that thetotal benefitsfor
all status holders put together doesnot exceed Rs100 Cr (i.e. Rs
50 Cr for each hdf year) and the conditionsspecified in Para3.19.10
of HBPVv1 (RE2008) aresatisfied. Zonal Office CLA, New Delhi
shdl bethelicensang officefor grant of thebenefit todl atusholders.

Thefollowing capital goods/ equipments shall be permitted for
import:-

(i) Cold storage unitsincluding Controlled Atmosphere (CA)
and Modified Atmosphere (MA) Stores, pre-cooling Units
and mother storagefor onionsetc.;

(it) Pack Houses(including fadilitiesfor handling, grading, sorting
and packaging etc.);
(i)  ReeferVan/Containers;, and

(iv)  Other Capital Goods/ Equipments as may be notified in
Appendix 37F.

Imported capital goods/equipment shall be utilized for storage,
packing etc. (asin (ii) above) and transportation of agricultural
products (including agro-processed perishable products).

Thisadditiona benefit shal be subject to actura user condition and
hence non-transferable.

FOCUSMARKET SCHEME (FMYS)

Objectiveistooffset high freight cost and other externditiesto select
international markets with a view to enhance our export
competitivenessinthese countries.

Exportersof dl products to notified countries(asin Appendix 37C
of HBP v1) shall be entitled for Duty Credit scrip equivalent to
2.5% of FOB va ueof exportsfor each licensang year commencing
from 1% April, 2006.
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Objective

3921

3922

3.9.2.3

3.9.3t0
3.9.6

3.10
3.10.1

However New additional Markets notified in Appendix 37C of
HBPv1 shal be entitled for Duty Credit scrip on exports w.e.f
1.4.2008.

Exports made by EOUs/ EHTPs/ BTPswho do not avail direct
tax benefits/ exemption shal bedligible, provided the sameisnot
covered under Paragraph 3.9.2.2.

Following exportsshal not betaken into account for computation
of entitlement:

(@ (i) Exportof imported goodscovered under Para2.35of FTP,

(i) Exportsthrough transshipment, meaning thereby thatexports
originating inthird country but transshipped through India;

b. Export turnover of SEZ unitsor suppliesmadeto such unitsor
SEZ products exported through DTA units;

Deemed Exports,
Service Exports;
Diamondsand other precious, semi precious stones,

-~ o a 0

Gold, silver, platinum and other precious metalsin any form,
including plain and studded Jewd lery;

0. Oresand Concentrates, of all typesandinall forms;
h. Cereds, of dl types,
I.  Sugar, of dl typesandindl forms;

J-  Crude / Petroleum Oil & Crude / Petroleum based Products
covered under ITCHS codes2709t0 2715, of al typesandin
dlforms

k Items, which are restricted or prohibited for export under
Schedule-2 of Export Policy inITC (HS);

l.  Cement, dl typesandinall forms; and

m. Primary Steel Products as listed in Public Notice No. 130
(RE2007)/2004-09 dated 27.03.2008, asamended from time
totime.

Deleted
Deleted

FOCUSPRODUCT SCHEME (FPS)

Objectiveistoincentiviseexport of such products, which have high
employment intendgity in rural and semi urban areas, so asto offset
infrastructureinefficienciesand other associated costsinvolvedin
marketing of these products.
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Entitlement

Market Linked
Focus Product

Objective

3.10.2

3.10.21

3.10.2.2

3.10.2.3

3.10.3to
3.10.6

3.10.7

311

3111

Exportsof notified products (asin Appendix 37D of HBPv1) toall
countries(including SEZ units) shdl beentitled for Duty Credit scrip
equivalent to 1.25% of FOB value of exportsfor each licensing
year commencing from 1st April, 2006.

However, for exportsmadew.e.f. 1.4.2008, Toysand Sports Goods
asdetailed in Table 2 of Appendix 37D shall be entitled to duty
credit scrip equivalent to 6.25% of FOB value of exports. Further,
for exportsmadew.ef. 1.4.2008, High ValueAdded Manufactured
goods, asnotifiedin Table 9 of Appendix 37D, shall beentitled to
duty credit scrip egivelent to 2.5% of FOB value of exports.

However, New additional productsnotified/ clarifiedin Appendix
37D of HBPv1 shall beentitled for Duty Credit scrip on exports
w.e.f 1.4.2008.

Exports made by EOUs/ EHTPs/ BTPswho do not avail direct
tax benefits/ exemption shall bedigible, provided the sameisnot
covered under Paragraph 3.10.2.2.

Following exportsshall not betaken into account for computation
of entitlement.

(@ () Exportof imported goodscovered under Para2.350of FTP;

(i) Exportsthrough transshipment, meaning thereby thatexports
originatinginthird country but transshipped through Indig;

b. Exportturnover of SEZ unitsor SEZ productsexported through
DTA units, and

c. Deemed Exports.
Deleted

Deleted

For exportsw.ef 1.4.2008, Productsof high export intengity (which
are not covered under present FPS List) but which have alow
penetration in countries(which areaso not covered under present
FMSlist) would beincentivised and entitled to aduty credit scrip
equivalent to 1.25% of FOB value of exports, provided that the
product / sector are destined to specified linked marketsfor that
particular product / sector. Such products/ sectors, dong with their
linked markets, shall benotified in Table 10 of Appendix 37D of
HBPvV1.

HIGH-TECH PRODUCTS EXPORT PROMOTION
SCHEME (HTPEPS)

Objectiveistoincentivise export of High Technology products.
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Entitlement

Ceiling

Ineligible Exports /
Categories

CENVAT / Drawback

Special Provisions

TRA Facility

3112

31121

3.11.3

3114

3.12

3.12.1

3.12.2

3.12.3

Exportsof High Technology products (asnotified in Appendix 37E
of HBPVv1) infreeforeign exchangetodl countries, shal beentitled
for Duty Credit Scrip equivaent to:

a 1.25% of FOB vaueof exports; or

b) 5% of incremental growthin FOB vaue (realized asper BRC/
FIRC) of exportsof notified productsfor current year (i.e., 2008
09) over previousyear (i.e., 2007-08) (al takentogether) and
smilarly for each subsequent licensing year.

Exporter may opt for either (a) or (b) above. However,
applicantswith ‘nil” exportsin baseyear shall not beeligible.

Exports made by EOUs/ EHTPs/ BTPswho do not avail direct
tax benefits/ exemption shall beeligible, provided the sameisnot
covered under paragraph 3.11.4.

Duty Credit Scrip shall not exceed Rs 15 Cr for an exporter for all
shipmentsdonein alicensing year put together, for which benefitis
being claimed under thisscheme.

Following shall not be counted for entitlement

(i) Export of imported goods covered under Para2.35 of FTP,

(it) Exportsoriginating inthird country but transshipped through
Indig;

(i)  Exportsof SEZ unitsor SEZ products exported through
DTA units, and

(v)  Deemed Exports.

COMMON PROVISIONSFOR SCHEMESUNDER THIS
CHAPTER,EXCEPT WHERE SPECIFICALLY PROVIDED
FOR.

Additional customsduty/excise duty paidin cash or through debit
under Duty Credit scrip shall be adjusted as CENVAT Credit or
Duty Drawback asper DoR rules, except under SFIS.

Government reserves right in public interest, to specify export
products or servicesor exportsto such countries, which shall not
be€ligiblefor computation of entitlement.

Further Government reservesright to change ceiling on Duty Credit
scrip under thischapter.

Similarly, Government may a so notify goods (inAppendix 37B of
HBPVv1), which shall not beallowed for import under Duty Credit
serips.

Utilization of Duty Credit Scrip for importsfrom aport other than

port of registration shall be allowed under Telegraphic Release
Advice(TRA) facility asper DoR notification.
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I mports Allowed

Free Transferability

Exclusivity of
Entitlement

I mport under
Lease financing

Transfer of
Export Performance

3.12.4

3.12.5

3.12.6

3.12.7

3.12.8

Duty Credit Scripmay beused for import of inputsor goodsincluding
capital goods, provided sameisfredy importableunder ITC (HS).
However, import of itemslistedin Appendix 37B of HBPv1 shall
not be permitted to be debited.

Duty Credit scrip and itemsimported against it would be freely
transferable, except under SFIS.

For ashipment, benefit under any one of schemescoveredinthis
Chapter can alone be claimed, at exporter’soption.

Utilization of Duty Credit scrip shall be permitted for payment of
duty incaseof import of capita goodsunder leasefinancinginterms
of provisioninPara2.25 of FTP.

Transfer of export performance from one to another shall not be
permitted. Thus, ashipment bill containing name of applicant shall
be counted in export performance/ turnover of applicant only if
export proceeds from overseas are realized in applicant’s bank
account and thisshall be evidenced from BRC/ FIRC.
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CHAPTER-4

DUTY EXEMPTION & REMISSION SCHEMES

Duty Exemption
and Remission
Schemes

Re-import of
exported goods under
Duty Exemption /
Remission Scheme

Value Addition

Advance
Authorisation

41

41.1

4.1.2

Duty Exemption Schemes enable duty free import of inputs
required for export production. Duty Exemption Schemes
consist of (&) AdvanceAuthorisation and (b) Duty Free Import
Authorisation (DFIA). A Duty Remission Scheme enables post
export replenishment / remission of duty oninputsused in export
product. Duty Remission Schemesconsist of (a) Duty Entitlement
Passbook Scheme (DEPB) and (b) Duty Drawback (DBK)
Scheme,

Goods exported under Advance Authorisation / DFIA / DEPB
may bere-imported in same or substantially sameform subject to
DoR specified conditions.

Value addition (VA) for the purpose of this Chapter (Except for
Gemsand Jewellery Sector) shall be:-

A-B
VA =—x 100, where
B

A = FOB vdueof export realised/ FOR vaueof supply received.
B = CIFvaueof inputscovered by authorisation, plus any

other imported materialsused on which benefit of DBK is
clamed.

ADVANCEAUTHORISATION SCHEME

4.1.3

AnAdvanceAuthorisation isissued to allow duty freeimport of
inputs, which arephysically incorporated in export product (making
norma dlowancefor wastage). Inaddition, fud, ail, energy, catdysts
whichareconsumed/ utilised to obtain export product, may aso
beallowed. DGFT, by means of Public Notice, may exclude any
product(s) from purview of AdvanceAuthorisation.

Duty freeimport of mandatory spares upto 10% of CIF value of
Authorisation which are required to be exported / supplied with
resultant product ared lowed under AdvanceAuthorisation. Advance
Authorisationsareissued for inputsand export itemsgiven under
SION. These can aso beissued on the basis of Adhoc normsor
self declared normsasper para4.7 of HBP V1.
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4.1.4

4.1.5

4.1.6

Advance Authorisation can be issued either to a manufacturer
exporter or merchant exporter tied to supporting manufacturer(s)
for:

i)  Physical exports(including exportsto SEZ); and/ or
ii)  Intermediatesupplies; and/or

i) supply of goodsto the categoriesmentioned in paragraph 8.2
(b), (c), (d), (&), (f), (9), (i) and (j) of FTP;

Iv) supply of ‘stores on board of foreign going vessel / aircraft
subject to condition that thereis specific SION in respect of
item(s) supplied.

In addition, in respect of supply of goods to specified projects
mentioned in paragraph 8.2 (d), (e), (f), (g) and (j) of FTP, an
AdvanceAuthorisation can also beavailed by sub-contractor to
such project provided name of sub contractor(s) appearsin main
contract.

Such Authorisation can aso beissued for suppliesmadeto United
Nations Organisations or under Aid Programme of the United
Nationsor other multilateral agenciesand whicharepaidfor infree
foreignexchange.

Advance Authorisations are exempted from payment of basic
customsduty, additional customsduty, education cess, anti dumping
duty and safeguard duty, if any. However, importsfor supplies
covered under paragraph 8.2 (h) & (i) will not be exempted from
payment of applicableanti-dumping and safeguard duty, if any.

AdvanceAuthorisationand/ or materialsimported thereunder will

bewith actual user condition. It will not betransferable even after
completion of export obligation. However, Authorisation holder will
have option to dispose off product manufactured out of duty free
inputsonce export obligationiscompleted.

AdvanceA uthorisations necessitate exportswith apositive value

addition. Exports to SEZ Units/ supplies to Developers/ Co-
developers, irrespective of currency of realization, would also be
covered.

For physical exportsfor which paymentsare not receivedinfregly
convertible currency, same shall be subject to value addition as
specifiedin Appendix-11 of HBPv1.

In case of Authorisationfor import of Tea, minimum vaueaddition
under AdvanceAuthorisation shall be 100%.

Similarly, in case of spices{ covered by Chapter 9 of ITC(HS)},
duty freeimport of spicesshall be permitted only for valueaddition
purposes, likecrushing/ grinding / sterlization, or for manufacture
of oilsand oleoresins, and not for simple cleaning, grading, re-
packing etc. and minimum val ue addition shall be 15%.
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Free of Cost

Supply by
Foreign Buyer

Export Obligation

Provision for
BIFR units

Advance Authorisation
for Annual Requirement

Advance Release
Orders (ARO) and
Invalidation Letter

4.1.7

4.1.8

4.1.9

4.19A

4.1.10

4.1.11

AdvanceAuthorisation shall beissued in accordancewith Policy
and procedureinforce on Authorisationissuedate.

Validity period of Advance Authorisation for import shall be as
prescribedinHBP V1.

Facility of AdvanceA uthorisation shdl aso beavailablewhere some
ordl inputsaresupplied free of cost to exporter by foreign buyer.

Insuch cases, for ca culation of valueaddition, notiond vaueof free
of cost inputsaong with value of other duty-freeinputsshall be
takeninto consderation. However, if dl inputsare supplied free of
cost, exporter shal aso have optiontofollow provision prescribed
by DoR.

Period for fulfillment of export obligation under Advance
Authorisation shall beasprescribedinHBP V1.

Any firm/ company registered with BIFR or any firm/ company
acquiring a unit, which is under BIFR shall be allowed Export
Obligation Period (EOP) extension as per rehabilitation package
prepared, subject to approval of BIFR, or 5 yearsif not specified,
without payment of compositionfee.

Above provisonsapply dsoto SS unitsasper rehabilitation scheme
of concerned State government.

AdvanceA uthorisation can also beissued for annual requirement.
Status Certificate holder and dl other categoriesof exportershaving
past export performance (in preceding two years) shall beentitled
for AdvanceA uthorisation for annual requirement.

Entitlement intermsof CIF vaueof importsshal be upto 300% of
the FOB value of physical export and/ or FOR value of deemed
export in preceding licensng year or Rs 1 crore, whichever ishigher.

Holder of AdvanceAuthorisation, AdvanceAuthorisation for annual
requirement, Diamond Imprest Authorisation and Duty Freelmport
Authorisation intending to sourceinputsfrom indigenous sources/
Sate Trading Enterprisesin lieu of directimport, hasoptionto source
them either against Advance Rel ease Order (ARO) or Invaidation
letter denominated infreeforeign exchange/ Indianrupees. However,
suppliesmay be obtained against Authorisation from EOU / EHTP/
BTP/ STP/ SEZ units, without conversonintoARO or Invalidation
| etter.

Transferee of DFIA shall also beeligiblefor ARO/ Invalidation
|etter facility.

Validity period of ARO shall beasprescribedin HBPV1.
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Back-to-Back 41.12
Inland Letter

of Credit

Prohibited Items 4113
Admissibility of 4114
Drawback

Holder of AdvanceAuthorisation, AdvanceAuthorisationfor annua
requirement, DFI A and Diamond Imprest Authorisation may, insteed
of applyingfor anARO or Invalidation letter, avail of thefacility of
Back-to-Back Inland L etter of Credit inaccordancewith procedure
specifiedinHBPV1.

Prohibited items of imports mentioned in ITC(HS) shall not be
imported under Advance Authorisation / DFIA. Further items
reserved for importsby STEscannot beimported against Advance
Authorisation/ DFIA. However thoseitems can be procured from
STEsagainst ARO or Invdidation | etter.

STEs are also allowed to sell goods on High Sea Sale basis to
holdersof AdvanceAuthorisation/ DFIA holder.

Inaddition, STEsare permitted toissue“No Objection Certificate
(NOC)” for import by Advance Authorisation / DFIA holder.
Authorisation Holder would berequired to file Quarterly Returnsof
imports effected against such NOC to concerned STE and STE
would submit haf-yearly import figuresof suchimportsto concerned
administrative Department for monitoring with acopy endorsed to
DGFT.

Similarly prohibited itemsof exportsmentioned in I TC(HS) shall
not be exported under Advance Authorisation / DFIA scheme.
Export of restricted itemsshall be subject to all conditionalitiesor
requirements of export Authorisation or permission, as may be
required, under Schedulell of ITC (HS).

In case of an AdvanceAuthorisation, drawback shall beavailable
for any duty paid materia, whether imported or indigenous, usedin
goodsexported, as per drawback rate fixed by DoR, Ministry of
Finance (Directorate of Drawback). Drawback allowed shall be
mentioned inAuthorisation.

DUTY FREE REPLENISHMENT CERTIFICATE (DFRC)

4.2
to
4.2.8

4.2.9

Deleted.

Scheme hasbeen withdrawn for exportswith effect from 1.5.2006.
Exportsmadetill 30.4.2006 shall be governed by chapter 4 of FTP
(asamended upto 31.3.2007).

DUTY ENTITLEMENT PASSBOOK (DEPB) SCHEME

Duty Entitlement 4.3
Passbook
(DEPB) Scheme

Objective of DEPB isto neutraliseincidence of customsduty on
import content of export product. Component of Special Additional
Duty and customs duty on fuel shall also be allowed under DEPB
(asbrand rate) factored in DEPB ratein case of non-availment of
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CENVAT credit. Neutralisation shall be provided by way of grant
of duty credit against export product.

An exporter may apply for credit, at specified percentage of FOB
value of exports, madeinfreely convertiblecurrency or payment
madefrom foreign currency account of SEZ unit/ SEZ Devel oper
incaseof supply by DTA.

Credit shall beavailable against such export productsand at such
ratesasmay be specified by DGFT by way of public notice. Credit
may be utilized for payment of CustomsDuty onfreely importable
items. DEPB Scripscandso beutilized for payment of duty against
importsunder EPCG Schemew.e.f 1.1.2009.

DEPB holder shall have option to pay additional customsduty in
cashaswell.

Validity period of DEPB for import shall beasprescribedin HBP
vl

DEPB and/ or itemsimported against it are freely transferable.
Transfer of DEPB shall however befor import at specified port,
which shall bethe port from where exports have been made.

Importsfrom aport other than the port of export shall be allowed
under TRA facility asper termsand conditionsof DOR notification.

Additiona customsduty / Excise Duty and Specia Additiona Duty
paidin cash or through debit under DEPB may also be adjusted as
CENVAT Credit or Duty Drawback asper DoR rules.

DUTY FREE IMPORT AUTHORISATION (DFIA) SCHEME

431

4.3.2
Validity 4.3.3
Transferability 4.34
Applicability of 4.3.5
Drawback
Scheme 4.4.1
Entitlement 4.4.2

DFIA isissuedtoalow duty freeimport of inputs, fuel, ail, energy
sources, catalyst which are required for production of export
product. DGFT, by means of Public Notice, may exclude any
product(s) from purview of DFIA. Thisschemeisin forcefrom
1¢ May, 2006.

Provisionsof paragraph 4.1.3 shall be applicablein case of DFIA.
However, these Authorisationsshall beissued only for productsfor
which Standard I nput and Output Norms(SION) havebeen natified.

In caseof post export DFIA, amerchant exporter shall berequired
to mention only name(s) and address(s) of manufacturer(s) of the
export product(s). Applicant is required to file application to
concerned RA before effecting exportsunder DFIA.

Pre-export Authorisation shall beissued with actual user condition
and shall be exempted from payment of basic customs duty,
additional customsduty / Exciseduty, education cess, anti-dumping
duty and safeguard duty, if any.
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I mport items

Value Addition

Export Obligation

Transferability

CENVAT Facility

4.4.3

4.4.4

4.4.5

4.4.6

4.4.7

4.4.8

In caseof actual user DFIA and where CENVAT credit facility on
inputs have been availed for the exported goods, even after
compl etion of export obligation, the goodsimported against such
DFIA shall beutilized inthemanufacture of dutiablegoodswhether
within the samefactory or outside (by asupporting manufacturer).

Provisionsof paragraphs4.1.11,4.1.12,4.1.13and 4.1.14 of FTP
shall beapplicablefor DFIA holder.

A minimum 20% val ue addition shall be required for issuance of

such authorisation except for itemsin gemsand jewd lery sector for
which value addition would be as per paragraph 4A.2.1 of HBP
v1. Itemsfor which higher valueadditionisprescribed under Advance
Authorisation Scheme, shall beapplicable.

Procedureand time period reated to fulfillment of Export Obligation
have been laid down in Chapter 4 of HBP V1.

Onceexport obligation hasbeenfulfilled, request for transferability
of Authorisation or inputs imported against it may bemade before
concerned RA.. Once trandferability isendorsed, Authorisation hol der
may transfer DFIA or duty freeinputs, except fuel and any other
item(s) notified by DGFT. However, for fud, import entitlement may
be transferred only to companies which have been granted
authorisation to market fuel by Ministry of Petroleum and Natura
Ges.

Oncetransferability isendorsed, imports/ domestic procurement
against authorisation or transfer of imported inputs/ domestically
procured inputsshall be subject to payment of applicableadditiona
customs duty / excise duty. While endorsing transferability,
authorisation would bear anote asto liability of such additional
customs duty / excise duty. However, in case where CENVAT
facility hasnot been availed, exemption from additional customs
duty / excise duty would be available even after endorsement of
transferability on DFIA.

Wherever SIONSs prescribe actual user condition and in case of
Acetic Anhydride, Ephedrine and Pseudo Ephedrine, DFIA shall
be issued with actual user condition for these inputs and no
transferability shall bedlowed for theseinputseven after fulfillment
of export obligation.

However, for authorisationsissued prior to 1.4.2007, exemption
from Additional CustomsDuty / Excise Duty shall continueto be
availableeven after endorsement of transferability, asprovidedin
FTP (RE-2006).

CENVAT credit facility shall beavailablefor inputseither imported
or procuredindigenoudly.

Deleted.
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Scheme for Gems
and Jewellery

Replenishment
Authorisation

Export of Cut &
Polished Diamonds for
Certification / Grading

Schemesfor Gold /
Silver / Platinum
Jewdlery

Nominated Agencies

Items of Export

4A.1

4A.1.1

4A.2

4A.2.1
4A.3

4A .4

4A.5

GEMSAND JEWELLERY

Exporters of Gems and Jewellery can import / procure duty free
inputs for manufacturing.

Exportersmay obtain Replenishment (REP) AuthorisationsfromRA
inaccordancewith procedure specified inHBP V1.

Replenishment authorisation may also befor consumablesas per
paragraph 4A.28 of HBP V1.

Deleted

Deleted

Exportersof gold/ silver / platinum jewel lery and articlesthereof
may import their essential inputssuch asgold, silver, platinum,
mountings, findings, rough gems, preciousand semi-preciousstones,
synthetic stones and unprocessed pearls etc. in accordance with
the procedure specified in thisbehalf.

Nominated agenciesare MM TC Ltd, Handicraft and Handloom
Export Corporation (HHEC), State Trading Corporation (STC),
the Project and Equipment Corporation of IndiaLtd (PEC), Premier
Trading House under Paragraph 3.5.2 of FTPand any other agency
authorised by RBI. Exporters (except EOUsand unitsin SEZ) may
obtaingold/ slver / platinum from nominated agency(s).

A bank authorised by RBI isalowed export of gold scrapfor refining
and import standard gold barsas per RBI guidelines.

Followingitems, if exported, would bedigiblefor facilities:

(@  Goldjewdlery, including partly processed jewellery and
articlesincluding meddlionsand coins(excluding legd tender
coins), whether plain or studded, containing gold of 8 carats
and above;

(b)  Silver jewellery including partly processed jewellery,
slverware, slver stripsand articlesincluding medalionsand
coins(excduding legd tender coinsand any engineering goods)
containing morethan 50% silver by weight;

(o  Hatinumjeweleryincluding partly processed jewel lery and
articlesincluding meddlionsand coins(excluding legd tender
coinsand any engineering goods) containing morethan 50%
platinum by weight.
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Value Addition

Wastage Norms

Export againg Supply
by Foreign Buyer

Export Against

Supply by
Nominated Agencies

Export Against
Advance
Authorisation

4A.6

4A.7

4A.8

4A.9

4A.10

VaueAddition (VA) for gemsand jewellery sector shall beas per
paragraph 4A.2.1 of HBP V1. It would be calculated asunder:

A-B
VA=—x 100, where
B
A= FOB value of the export realised / FOR vaue of supply
received.

B= Vaueof inputs(including domestically procured) such as
gold / silver / platinum content in export product plus
admissiblewastageaongwith valueof other itemssuch as
gemstone etc. Wherever gold has been obtained on loan
basis, valueshall alsoincludeinterest paidinfreeforeign
exchangetoforeign supplier.

Wastage or manufacturing lossfor gold/ silver / platinum jewd lery
shall beadmissible asper paragraph 4A.2 of HBP V1.

Where export orders are placed on nominated agencies/ status
holder / exportersof threeyears standing having an annua average
turnover of Rs. Five Croresduring preceding threelicensng years,
foreign buyer may supply in advance and free of charge, gold/
slver / platinum, alloys, findingsand mountings of gold/ silver /
platinum for manufactureand export.

Such suppliescan d so bein advance and may involve semi-finished
jewelery including findings/ mountings/ componentsfor repairs/
re-make and export subject to minimum value addition of 10%.
However, if soimported semi finished gold/ slver /platinumjewdlery
isexported as studded jewel lery, value addition of 15% shall be
achieved. In such casesof export, wastage of 2% may be permitted.

Exportsmay be made by nominated agenciesdirectly or through
their associates or by status holder / exporter. Import and Export of
findingsshall beon net to net basis.

Exporter may obtain gold/ silver / platinumasaninput for export
productsfrom nominated agenciesin advance or asreplenishment
after exports, in accordance with specified procedure.

AnAdvanceAuthorisation may be granted for duty freeimport of:

@ Gold of finenessnot lessthan 0.995, and mountings, Sockets,
framesand findingsof 8 caratsand above;

(b)  Silver of fineness not less than 0.995, and mountings,
sockets, framesand findings containing morethan 50% s lver
by weight;

()  Platinum of fineness not less than 0.900, and mountings,
sockets, frames and findings containing more than 50%
platinum by weight.
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Gem Replenishment
Authorisation

Gem REP
Rate and Item

Diamond I mprest
Authorisation

Eligibility

Export
Obligation (EO)

Export Promotion
Tours/ Export

of Branded
Jewellery

Personal Carriage
of Export /
Import Parcels

Export by Post

Private / Public
Bonded Warenouse

Diamond &
Jewellery
Dollar Accounts

4A.11

4A.12

4A.13

4A.14

4A.14.1
4A.14.2

4A.15

4A.16

4A.17

4A.18

4A.19

Such authorisationsshall carry an export obligationto befulfilled as
per procedure specified in paragraph 4A of HBP V1.

AdvanceAuthorisation holder may obtain gold/ silver / platinum
from nominated agenciesin lieu of directimport.

Gem Replenishment (Gem & Jewellery REP) Authorisation may be
Issued asgivenin paragraph 4A.8, 4A.9 and 4A.10 above.

In case of plain or studded gold/ silver / platinum jewellery and
articles, value of such Authorisations shall be determined with
referenceto realisationin excessof prescribed minimum VA.

Such Gem REPA uthorisationsshall befredly transferable.

Replenishment Rate and item of import will be as prescribed in
Appendix 12B of HBP V1.

Deleted

Deleted
Deleted

Nominated agencies and their associates, with approval of
Department of Commerce, and others, with approval of Gem &
Jewdlery EPC (GJEPC), may export gold/ slver / platinumjewe lery
and articlesthereof for exhibitionsabroad.

Persond carriageof gold/ slver / platinum jewd lery, precious, semi-
precious stones, beadsand articlesand export of branded jewellery
isalso permitted, subject to conditionsasin HBP V1.

Personal carriage of gemsand jewellery export parcelsby foreign
bound passengersand import parcelsby an Indian importer/foreign
national may be permitted asinHBPv1.

In case of exportsthrough Foreign Post Office(including viaSpeed
Post), value of jewellery parcelsshall not exceed US$ 75000 and
20kg. by weight.

Private/ Public Bonded Warehousesmay beset upin SEZ/ DTA
for import and re-export of cut & Polished diamonds, cut & polished
coloured gemstones, uncut & unset preciousé& semi-preciousstones,
subject to achievement of minimum VA of 5%.

Firmsand companiesdealing in purchase/ sale of rough or cut and
polished diamonds/ precious metd jewellery plain, minakari and/
or studded with / without diamond and / or other stones, with a
track record of at least 3 yearsinimport or export of diamonds/
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I mport of precious
metal scrap / used
jewellery for melting
and re-export of
jewellery

Re-import of
rejected jewellery

Export on
consignment
basis

4A.20.1

4A.21

4A.22

4A.23

coloured gemstones/ diamond and col oured gemstones studded
jewellery / plain gold jewellery, and having an average annual
turnover of Rs. 5 crore or above during preceding threelicensing
years, may dso carry out their businessthrough designated Diamond
Dollar Accounts(DDA).

Dollarsin such accountsavailablefrom bank financeand/ or export
proceeds shall be used only for:

(i) Import/ purchase of rough diamondsfrom overseas/ loca
SOUrces,

(ii) Purchase of cut and polished diamonds, col oured gemstones
and plaingoldjewd lery fromlocal sources;

(i)  Import/ purchaseof gold from overseas/ nominated agencies
and repayment of dollar loansfrom the bank; and

(iv)  Transfer to RupeeAccount of exporter.
Detailsof thisDDA SchemearegiveninHBPV1.

A non DDA holder is also permitted to supply cut and polished
diamondsto DDA holder, receive payment in dollarsand convert
sameinto Rupeeswithin 7 days. Cut and polished diamondsand
coloured gemstones so supplied by non-DDA holder will also be
counted towards discharge of hisexport obligationand/ or entitle
himto replenishment Authorisation.

Gemsand Jewellery exporters shall be allowed to export cut and
polished precious and semi-precious stonesfor thetreatment and
re-import asper customsrulesand regulations. In case of re-export,
the exporter shall be entitled for duty drawback as per rules.

Import of preciousmetd scrap/ usedjewellery shall bealowed for
melting, refining and re-export of jewellery as per the procedure
laid downin HBPv1. However, suchimport shall not beallowed
through hand baggage.

Gemsé& Jewellery exportersshall beallowed to re-import rejected
precious metal jewellery as per para4A .32 of HBP V1.

Gems & Jewellery exportersshall be allowed to export diamond,
gemstones & jewellery on consignment basisasper HBPv1 and
Customsrulesand regulations.
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CHAPTER-5

EXPORT PROMOTION CAPITAL GOODS (EPCG) SCHEME

EPCG Scheme

5.1

EPCG schemeallowsimport of capital goodsfor pre production,
production and post production (including CKD / SKD thereof as
well ascomputer software systems) at 3% Customsduty, subject
to an export obligation equivaent to 8 timesof duty saved on capital
goods imported under EPCG scheme, to be fulfilled in 8 years
reckoned from Authorisation issue-date.

In case of agro units, and unitsin cottage or tiny sector, import of
capital goods at 3% Customs duty shall be allowed subject to
fulfillment of export obligation equivaent to 6 times of duty saved
on capital goodsimported, in 12 yearsfrom Authorisation issue-
date.

For SSI units, import of capital goodsat 3% Customsduty shdl be
alowed, subject to fulfillment of export obligation equivalent to 6
timesof duty saved on capita goods, in 8 yearsfrom Authorisation
issue-date, provided thelanded cif value of such imported capital
goods under the scheme does not exceed Rs.50 lakhs and total
investment in plant and machinery after suchimportsdoesnot exceed
SS limit.

However, in respect of EPCG Authorisations with a duty saved
amount of Rs. 100 croresor more, export obligation shall befulfilled
in12years.

Incase CVD ispaidin cash onimportsunder EPCG, incidence of
CVD would not be taken for computation of net duty saved,
provided the sameisnot CENVATed.

Capital goods shall include spares (including refurbished/
reconditioned spares), tools, jigs, fixtures, diesand moulds.

Second hand capital goods, without any restriction on age, may
also beimported under EPCG scheme.

However, import of motor cars, sportsutility vehicles/all purpose
vehiclesshdll beallowed only to hotdls, travel agents, tour operators
or tour trangport operators and companies owning/ operating gol
resorts, subject to the condition that:

(i) total foreign exchange earning from hotel, travel & tourism
and golf tourism sectors in current and preceding three
licensing yearsisRs 1.5 croresor more.

(i)  ‘duty saved amountonall EPCGAUuthorisations issuedina
licensing year for import of motor cars, sportsutility vehicles/
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EPCG for Projects

EPCG for
Retail Sector

Eligibility

Conditions for
import of
Capital Goods

Export obligation

5.1A

5.1B

51C

5.2

5.3

5.4

al purposevehiclesshall not exceed 50% of averageforeign
exchange earnings from hotel, travel & tourism and golf
tourism sectorsin preceding threelicensing years.

(i)  vehiclesimported shall be so registered that thevehicleis
used for tourist purpose only. A copy of the Registration
certificate should be submitted to concerned RA as a
confirmation of import of vehicle. However, partsof motor
cars, sports utility vehicled all purpose vehicles such as
chassisetc. cannot beimported under the EPCG Scheme.

Import of Restricted items of imports mentioned under ITC(HS)
shall only be alowed under EPCG Scheme after approval from
EFC at Headquarters.

Spares (including refurbished/reconditioned spares), tools, spare
refractoriesand catayst for existing plant and machinery (imported
earlier, under EPCG or otherwise) shall beallowed to beimported
subject to an export obligation equivalent to 8 times of duty saved
to befulfilled in 8 yearsreckoned from Authorisation issue date.

An EPCG Authorisation can also beissued for import of capital
goods under Schemefor Project Imports notified by the Central
Board of Excise and Customs under S.No 441 of Customs
Exemption Notification No 21/2002 dated 01.03.2002.

Export obligation for such EPCG Authorisationswould bee ght times
of duty saved. Duty saved would bedifference between theeffective
duty under aforesaid Customs Notification and concessional duty
under the EPCG Scheme.

To create moderninfrastructurein retail sector, concessiona duty
benefitsunder EPCG schemeshall beextended for import of capital
goodsrequired by retailershaving minimum areaof 1000 sgmeters.
Suchretailer shdl fulfill export obligationi.e. 8timesof duty saved,
in8years.

EPCG scheme covers manufacturer exporters with or without
supporting manufacturer(s) / vendor(s), merchant exporterstied to
supporting manufacturer(s) and service providers.

Import of capital goodsshd | be subject toActud User conditiontill
export obligationiscompleted.

Following conditions shall apply to the fulfillment of the export
obligation:-

(i) Export Obligation shall be fulfilled by export of goods
manufactured/servicesrendered by the aplicant.

Export obligation under theschemeshall be, over and above,
theaveragelevd of exportsachieved by himinthepreceding
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Provision for
BIFR units

5.5.1

(i)

)

threelicensing yearsfor thesameand smilar productswithin
theoverd| export obligation periodincluding extended period,
if any; except for categoriesmentioned in paragraph 5.7.6
of HBPv1. Such average would be the arithmetic mean of
export performanceinthelast threeyearsfor the sameand
similar products. Provided that Premier Trading House
(PTH) shall have option of fixing averagelevel of exports
based on arithmetic mean of export performanceinthelast
fiveyearsinstead of threeyears.

Upto 50% Export Obligation may aso befulfilled by exports
of other good(s) manufactured or service(s) provided by
thesamefirm/ company, or group company / managed hotd,
which has the EPCG authorization. However, EPCG
authorization issued prior to 1.4.2008 will be governed by
earlier policy provisons,

However, insuch cases, additiona export obligationimposed
shall be over and above average exports achieved by the
unit/ company / group company / managed hotel in preceding
threeyearsfor both the origind and the substitute product(s)/
service(s), despite exemptionin Para5.7.6 of HBP V1.

Shipments under Advance Authorisation, DFRC, DFIA,
DEPB or Drawback scheme, or incentive schemes under
Chapter 3 of FTP; would aso count for fulfillment of EPCG
export obligation.

Export obligation can aso be fulfilled by the supply of
ITA-litemstoDTA, provided redlizationisinfreeforeign
exchange.

Exportsshall bephysica exports. However, deemed exports
as specified in paragraph 8.2 (a), (b), (d), (f), (g) & (j) of
FTP shall also be counted towards fulfillment of export
obligation, dongwith usua benefitsavailableunder paragraph
8.30of FTP.

Roydty paymentsreceived infredly convertiblecurrency andforeign
exchange received for R& D services shall aso be counted for
discharge under EPCG. Payment received in rupeetermsfor port
handling services, intermsof Chapter 9 of FTPshall dso becounted
for export obligation discharge.

V)

Deleted.

Any firm/ company registered with BIFR or any firm/ company
acquiring aunit, whichisunder BIFR shdl beallowed EO extenson
as per rehabilitation package, subject to approval of BIFR, or 12
yearsif not specified.
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EPCG for
agro units

I ndigenous
Sourcing of
Capital Goods
and benefits
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Supplier

Benefits to
Domestic Supplier

Fixation of
Export
Obligation

Technological
Upgradation of
existing EPCG
machinery

5.5.2

5.6

5.7

S.7A

5.8
5.9
5.10

Aboveprovisonsapply dsoto SSl unitsasper rehabilitation scheme
of concerned State government.

LUT/ Bond or 15% BG (as applicable) may be given for EPCG
Authorisation granted to unitsin Agri Export Zones provided EPCG
Authorisationistaken for export of primary agricultura product ()
notifiedin Appendix 8 or their value added variants.

A person holding an EPCG A uthorisation may source capital goods
from adomestic manufacturer. Such domestic manufacturer shall

bedigiblefor deemed export benefit under paragraph 8.3 of FTP,
Such domestic sourcing shall also be permitted from EOUs and
these suppliesshal be counted for purposeof fulfillment of positive
NFE by said EOU asprovided in Para6.9 (a) of FTP.

Deleted

In case of direct imports, export obligation shall bereckoned with
referenceto actua duty saved amount. In caseof domestic sourcing,
export obligation shall be reckoned with reference to notional
Customsduties saved-on FOR value.

Deleted
Deleted

EPCG A uthorisation holderscan opt for Technological Upgradation
of existing capital good imported under EPCG Authorisation.

Conditionsgoverning Technologica Upgradation of existing capitd

goodsare asunder:

(i) Minimum time period for applying for Technological
Upgradation of existing capita goodsimported under EPCG
is5yearsfrom Authorisation issue-date.

()  Minimum exports made under old capital goods must be
40% of total export obligation imposed on first EPCG
Authorisation.

(i)  Export obligation would be refixed such that total export
obligation mandated for both capital goodswould be sum
total of 6 timesof duty saved on both the capital goods, to
befulfilledin 8 yearsfrom new authorisation issue-date.

(V) Deeted.

(v)  Fadility for technologica upgradation shall beavailableonly
once and the minimum importsto be made shall be at |east
10% of the existing investment in plant and machinery by
aoplicant.

(vi) Capital Goods to be imported must be new and
technologicaly superiortoearlier CG
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I ncentives for
Fast Track
Companies

5.11

Toincentivisefast track companieswith aview to accel erateexports,
in caseswhere Authorisation holder hasfulfilled 75% or more of
export obligation (including averagelevel of exports) inhaf or less
than half the original export obligation period specified, remaining
export obligation shal be condoned and the A uthorisation redeemed
by RA concerned.

However no benefitsunder Para5.12 of HBPv1 shall beavailable
in such cases.
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CHAPTER-6

EXPORT ORIENTED UNITS (EOUs), ELECTRONICS HARDWARE
TECHNOLOGY PARKS (EHTPs), SOFTWARE TECHNOLOGY PARKS
(STPs) AND BIO-TECHNOLOGY PARKS (BTPs)

Eligibility

Export and
I mport of
Goods

6.1

6.2

Unitsundertaking to export their entire production of goodsand
services(except permissblesaesin DTA), may be set up under the
Export Oriented Unit (EOU) Scheme, Electronic Hardware
Technology Park (EHTP) Scheme, Software Technology Park
(STP) Scheme or Bio-Technology Park (BTP) Scheme for
manufacture of goods, including repair, re-making, reconditioning,
re-engineering and rendering of services. Trading units are not
covered under these schemes.

@

()

©

(d

AnEOU/EHTP/STP/BTPunit may export al kinds of
goods and servicesexcept itemsthat are prohibitedin I TC
(HS). Export of Special Chemicals, Organisms, Materids,
Equipment and Technologies (SCOMET) shall be subject
tofulfillment of theconditionsindicated inI TC(HS).

Procurement and supply of export promotion materia like
brochure / literature, pamphlets, hoardings, catalogues,
posters etc. upto amaximum value limit of 1.5% of FOB
valueof previousyearsexportsshall also beallowed.

An EOU / EHTP/ STP/ BTP unit may import and / or
procure, from DTA or bonded warehouses in DTA /
internationa exhibition heldin India, without payment of duty,
all typesof goods, including capital goods, required for its
activities, provided they arenot prohibited itemsof importin
thel TC (HS). Any permission required for import under any
other law shdl begpplicable. Unitsshal dso bepermitted to
import goodsincluding capital goodsrequired for gpproved
activity, freeof cost or onloan /leasefrom clients. Import of
capital goodswill be on a self certification basis. Goods
imported by aunit shall bewith actual user condition and
shdl beutilized for export production.

State Trading regimeshall not apply to EOU manufacturing
units. However, in respect of Chrome Ore/Chrome
concentrate, State Trading Regime as stipul ated in export
policy of theseitems, will be applicableto EOUs.

EOU/EHTP/ STP/BTPunitsmay import/ procurefrom
DTA, without payment of duty, certain specified goodsfor
creating acentra facility. Software EOU / DTA unitsmay
usesuchfacility for export of software.
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Second Hand
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Capital Goods

6.3

6.4

©

®

@

)

An EOU engaged in agriculture, animal husbandry,
aguaculture, floriculture, horticulture, pisciculture, viticulture,
poultry or sericulture may be permitted to remove specified
goodsin connectionwithitsactivitiesfor use outs debonded
area.

Gemsandjewe lery EOUsmay sourcegold/ slver / platinum
through nominated agenciesonloan/ outright purchasebasis.
Units obtaining gold / silver / platinum from nominated
agencies, either onloan basisor outright purchase basisshall
export gold/ silver / platinum within 90 daysfrom date of
release.

EOU /EHTP/ STP/BTP units, other than service units,
may export to Russian Federation in Indian Rupeesagainst
repayment of State Credit/ Escrow RupeeAccount of buyer
subject to RBI clearance, if any.

Procurement and export of spares/ components, upto 5%
of FOB vaueof exports, may bealowed to sameconsignee/
buyer of the export article, subject to the condition that it
shall not count for NFE and direct tax benefits.

Second hand capital goods, without any age limit, may also be
imported duty free.

a)

b)

ANnEOU/EHTP/ STP/BTPunit may, onthebasisof afirm
contract between parties, source capital goods from a
domestic / foreign leasing company without payment of
customs/ exciseduty. Insuchacase, EOU/EHTP/STP/
BTPunit and domestic/ foreignleasing company shal jointly
file documentsto enable import / procurement of capital
goodswithout payment of duty.

AnEOU/EHTP/BTP/ STPunit may sell capital goods
and lease back the same from a Non Banking Financial
Company (NBFC) subject to thefollowing conditions:

i) Theunitshouldobtain permissonfromthejurisdictiond
Deputy / Assistant Commissioner of Customs or
Centra Excise, for entering into transaction of ‘ Sale
and Lease Back of Assets', and submit full details of
the goodsto be sold and leased back and the details
of NBFC;

i)  Thegoodssold and leased back shall not beremoved
fromtheunit’spremises,

i)  Theunit should be NFE positive at thetimewhen it
entersinto sleand lease back transactionwith NBFC;

62



Net Foreign 6.5
Exchange
Earnings (NFE)

Letter of 6.6
Permission/

Letter of

Intent and

Legal Undertaking

I nvestment Criteria

iv)  Ajoint undertaking by theunit and NBFC should be
given to pay duty on goods in case of violation or
contravention of any provision of the notification under
which these goods wereimported or procured, read
with CustomsAct, 1962 or Central ExciseAct, 1944,
and that the lien on the goods shall remain with the
Customs/ Centrd Excise Department, whichwill have
first charge over the said goodsfor recovery of sum
duefrom the unit to Government under provision of
Section 142(b) of the CustomsAct, 1962 read with
the Customs (Attachment of Property of Defaultersfor
Recovery of Govt. Dues) Rules, 1995.

EOU/EHTP/BTP/ STPunitshdl beapostivenet foreignexchange
earner except for sector specific provision of Appendix 14-1-C of

Handbook, where ahigher value addition shall berequired. NFE
Earningsshall be calculated cumulatively in blocksof fiveyears,
starting from commencement of production.

@

()

©

(d)

Onapproval, aLetter of Permission (LoP) / L etter of Intent
(Lol) shall beissued by Development Commissioner/
designated officer to EOU / EHTP/ STP/BTP unit. LoP/
Lol shall haveaninitia validity of 3 years, by whichtime
unit should have commenced production. Itsvalidity may be
extended further up to 3 years by competent authority.
However, proposalsfor extension beyond six yearsshdl be
considered in exceptiona circumstances, on acase-to-case
basisby BoA. Onceunit commencesproduction, LoP/ Lol
issued shall bevalid for aperiod of 5 yearsfor itsactivities.
Thisperiod may be extended further by DC for aperiod of
Syearsat atime.

LoP/ Lol issued to EOU / EHTP/ STP/ BTP units by
concerned authority subject to compliance of provisionin
para6.2 above, would be construed asan Authorisation for
all purposes.

Unit shall executeaLUT with DC concerned. Failureto
ensure positive NFE or to abide by any of the terms and
conditionsof LoP/Lol /IL/LUT shal render theunit liable
to penal action under provisionsof theFT (D&R) Act and
Rules and Orders made thereunder, without prejudice to
action under any other law / rules and cancellation or
revocation of LoP/ Lol /L.

Only projectshavingaminimum investment of Rs.1 Crorein
Pant & Machinery shal beconsidered for establishment as
EOUs. Thisshall, however, not apply to existing unitsand
unitsin EHTP/ STP/ BTP, Handicrafts / Agriculture /
Foriculture/ Aquaculture/ Animal Husbandry / Information
Technology, Services, Brass Hardware and Handmade
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@

()

©

@

jewellery sectors. Board of Approva (BoA) may asoalow
establishment of EOUswith alower investment criteria.

Applicationsfor setting up of unitsunder EOU scheme, other
than proposa sfor setting up of unitsin servicessector (except
R& D, softwareand I T enabled services, or any other service
activity asmay be delegated by BoA), shadl be approved or
rejected by the UnitsApproval Committee within 15 days
asper criteriaindicatedinHBP V1.

In other cases, approva may be granted by BoA set up for
thispurposeasindicated inHBPv 1.

Proposd sfor setting up EOU requiringindustrid licencemay
be granted approval by Devel opment Commissioner after
clearance of proposal by BoA and DIPPwithin 45 days.

Entire production of EOU/EHTP/STP/BTPunitsshdl be
exported subject tofollowing:

Units, other than gemsand jewellery units, may sell goods
upto 50% of FOB value of exports, subject to fulfilment of
positive NFE, on payment of concessional duties. Within
entitlement of DTA sale, unitmay sell inDTA, itsproducts
similar to goods which are exported or expected to be
exported from units. However, unitswhich aremanufacturing
and exporting more than one product can sell any of these
productsinto DTA, upto 75% of FOB va ue of export of the
specific products, subject totheconditionthat total DTA sdle
doesnot exceed theoverdl entitlement of 50% of FOB vaue
of exportsfor theunit, asstipulated above. NODTA saleat
concessional duty shall be permissiblein respect of motor
cars, dcoholicliquors, books, tea(except ingtant tea), pepper
& pepper products, marble and such other itemsas may be
notified fromtimeto time. Such DTA sale shall also not be
permissible to units engaged in activities of packaging /
labeling / segregation / refrigeration / compacting /
micronisation/ pulverization/ granulation / conversion of
monohydrate form of chemical to anhydrousform or vice-
versa. Salesmadeto aunitin SEZ shall also betakeninto
account for purpose of arriving at FOB value of export by
EQU provided payment for such sdesaremadefrom Foreign
ExchangeA ccount of SEZ unit. Saleto DTA would also be
subject to mandatory requirement of registration of
pharmaceutical products (including bulk drugs). Anamount
equa to Anti Dumping duty under section 9A of the Customs
Tariff Act, 1975 levidbleat thetimeof import, shal be payable
on the goods used for the purpose of manufacture or
processing of thegoods cleared into DTA from the unit.
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(M)

For services, including software units, salein DTA inany
mode, including on line datacommunication, shall aso be
permissible up to 50% of FOB va ue of exportsand/or 50%
of forelgn exchange earned, where payment of such services
isreceivedinforeign exchange.

Gemsandjewellery unitsmay sell upto 10% of FOB vaue
of exportsof theprecedingyear inDTA, subject tofulfillment
of positive NFE. Inrespect of sdeof plainjewellery, recipient
shdll pay concessiond rate of duty asapplicableto salefrom
nominated agencies. In respect of studded jewellery, duty
shall be payableasapplicable.

Unlessspecificaly prohibitedin LoP, rgjectswithinan overal
limit of 50% may besoldin DTA on payment of dutiesas
applicableto saeunder paragraph 6.8(a) on prior intimation
to Customsauthorities. Such salesshall be counted against
DTA sdeentitlement. Sal e of rejectsupto 5% of FOB vaue
of exportsshall not be subject to achievement of NFE.

Scrap/ waste/ remnants arising out of production process
or in connection therewith may be sold in DTA , as per
SION notified under Duty Exemption Scheme, on payment
of concessiond dutiesasapplicable, withinoverd| ceiling of
50% of FOB value of exports. Such salesof scrap/ waste/
remnantsshall not be subject to achievement of positive NFE.
In respect of items not covered by norms, DC may fix
ad-hocnormsfor aperiod of Sx monthsand withinthisperiod,
normsshould befixed by Norms Committee. Ad-hoc horms
will continue till such time norms are fixed by Norms
Committee. Sale of scrap / waste/ remnants by units not
entitledto DTA sade, or sdesbeyond DTA sdleentitlement,
shall be on payment of full duties. Scrap/ waste/ remnants
may also be exported.

Thereshall be no duties/ taxeson scrap/ waste/ remnants,
in case same are destroyed with permission of Customs
authorities,

By-productsincludedinLoPmay dsobesoldin DTA subject
to achievement of positive NFE, on payment of applicable
duties, withintheoverdl entitlement of paragraph 6.8(a). Sde
of by-productsby unitsnot entitled to DTA sales, or beyond
entitlements of paragraph 6.8 (a), shall also bepermissible
on payment of full duties.

EOQU/EHTP/STP/BTPunitsmay sell finished products,
except pepper and pepper productsand marble, which are
fredly importableunder FTPinDTA, under intimationtoDC,
against payment of full duties, provided they have achieved
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in DTA
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@

()

(k)
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positive NFE. Anamount equal to Anti Dumping duty under
section 9A of the Customs Tariff Act, 1975 leviableat the
time of import, shall be payable on the goods used for the
purpose of manufacture or processing of the goodscleared
into DTA fromtheunit.

In case of units manufacturing electronics hardware and
software, NFE and DTA sale entitlement shall bereckoned
separately for hardware and software.

Incaseof DTA saleof goods manufactured by EOU/ EHTF/
STP/BTP, where basic duty and CVD is nil, such goods
may be considered as non-excisablefor payment of duty.

In case of new EOUs, advance DTA sale will be allowed
not exceeding 50% of its estimated exportsfor first year,
except pharmaceutical unitswherethiswill bebased onits
estimated exportsfor first two years.

Unitsin Textileand Granite sectors shall have an optionto

sdl goodsinto DTA intermsof sub-para6.8 (a), (d), (€), (g)
and (k) above, on payment of an amount equal to aggregate
of duties of exciseleviable under section 3 of the Central
ExciseAct, 1944 or under any other law for thetimebeingin
forceonlikegoods produced or manufacturedin Indiaother
thaninan EOU, subject to the condition that they have not
used duty paid imported inputsin excess of 3% of the FOB
vaueof exportsof the preceding year and they haveachieved
positiveNFE. Oncethisoptionisexercised, theunit will not
beallowed to import any duty freeinputsfor any purpose.

Following supplieseffected from EOU / EHTP/ STP/BTPunitsto
DTA will be counted for fulfillment of positive NFE:

@

()

©

(d)

Supplies effected in DTA to holders of Advance
Authorisation/ AdvanceAuthorisation for annua reguirement/
DFIA under duty exemption / remission scheme/ EPCG
scheme.

Supplieseffectedin DTA againg foreign exchangeremittance
received from oversess.

Suppliesto other EOU / EHTP/ STP/BTP/ SEZ units,
provided that such goodsare permissiblefor procurement in
termsof paragraph 6.2 of FTP.

Supplies made to bonded warehouses set up under FTP
and/ or under section 65 of CustomsAct and freetrade and
warehousing zones, where payment isreceived inforeign
exchange.
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Suppliesof goodsand servicesto such organizationswhich
areentitled for duty freeimport of such itemsin terms of
generd exemption notificationissued by MoF.

Deleted

Suppliesof Information Technology Agreement (ITA-1) items
and notified zero duty telecom/ electronicitems.

Suppliesof itemsliketags, labds, printed bags, tickers, belts,
buttonsor hangersto DTA Unit for export.

Supply of LPG producedinan EQOU refinery to Public Sector
domestic oil companies for being supplied to household
domestic consumersat subsidized prices under the Public
Distribution System (PDS) K erosene and Domestic LPG
Subsidy Scheme, 2002, as notified by the Ministry of
Petroleum and Natural Gasvide notification No. E-20029/
18/2001-PP dated 28.01.2003 (hereinafter referred to as
PDS Scheme) subject to thefollowing conditions:-

(@  Onlysupply of suchquantity of LPGwould bedigible
for which Ministry of Petroleum and Natural Gas
declines permission for export and requiresthe LPG
tobeclearedinDTA; and

(b) TheMinidry of Financeby anatification haspermitted
duty freeimportsof L PG for supply under theaforesaid
PDS Scheme.

ANEOU/EHTP/STP/BTPunit may export goods manufactured/
software developed by it through another exporter or any other
EOU/EHTP/ STP/ SEZ unit, subject to conditionsmentionedin
para6.19 of HBP V1.

@

()

SuppliesfromDTAto EOU / EHTP/ STP/BTPunitswill
beregarded as* deemed exports’ and DTA supplier shall
bedigiblefor relevant entitlementsunder chapter 8 of FTP
besdesdischarge of export obligation, if any, onthesupplier.
Notwithstanding the above, EOU / EHTP/ STP/ BTP
unitsshall, on production of asuitabledisclamer fromDTA
supplier, bedigiblefor obtaining entitlements specifiedin
chapter 8 of FTP. For claiming deemed export duty
drawback, they shall get Brand Ratesfixed by Devel opment
Commissioner wherever All Industry Rates of Drawback
arencot available.

Suppliersof preciousand semi-precious stones, synthetic
stones and processed pearls from DTA to EOU shall be
eligiblefor grant of replenishment authorisationsat ratesand
foritemsmentionedinHBP V1.
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Other Entitlements 6.12

©

Inaddition, EOU/EHTP/ STP/BTPunitsshal beentitled
tofollowing:-

i) Reimbursement of Central SalesTax (CST) ongoods
manufacturedinindia

Simpleinterest @ 6% per annumwill be payableon
delay inrefund of CST onsuppliesmadeto EOUs in
respect of reimbursement/refundsthat have become
due on or after 01.04.2007 but which have not been
settled within 30 daysof itsfina gpprova for payment
by the Office of Devel opment Commissioner, SEZ.

i) Exemption from payment of Central Excise Duty on
goods procured from DTA on goods manufactured
inindia

i)  Deleted

iv)  Reimbursement of duty paid on fuel procured from
domestic oil companies/ Depotsof domesticoil Public

Sector Undertakings as per drawback rate notified
by DGFT fromtimetotime.

V) CENVAT Credit on servicetax paid.

Other entitlementsof EOU/EHTP/STP/BTP unitsareasunder:

@

(b)

©
(d)
©

®

Exemption from IncomeTax as per Section 10A and 10B
of Income Tax Act.

Exemptionfromindustria licensing for manufactureof items
reserved for SSI sector.

Deleted
Export proceedswill berealized within 12 months.

Unitswill bedlowedto retain 100% of itsexport earningin
the EEFC account.

Unit will not be required to furnish bank guarantee at the
time of import or going for job work in DTA, where
unit has

(i) aturnover of Rupees5 croresor above;
(i)  unitisinexistencefor atleast 3years; and
(i) theunit:

ad  hasachieved positive NFE/ export obligation
wherever applicable;

b)  hasnot beenissued ashow cause notice or a
confirmed demand, during the preceding
3 years, on grounds other than procedural
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Inter Unit
Transfer

Sub-Contracting

6.13

6.14

()

)

@

()

©

@

(b)

violations, under the pena provison of Customs
Act, the Central ExciseAct, theForeign Trade
(Development & Regulation) Act, theForeign
Exchange Management Act, the FinanceAct,
1994 covering Service Tax or any allied Acts
or the rules made thereunder, on account of
fraud / collusion / willful mis-statement /
suppression of factsor contravention of any of
the provisionsthereof;

100% FDI investment permitted through Automatic Route
smilar to SEZ units.

Unitsshal pay duty on the goods produced or manufactured
and cleared into DTA on monthly basis in the manner
prescribed inthe Central ExciseRules.

Transfer of manufactured goodsfrom one EOU / EHTP/
STP/BTPunittoanother EOU/EHTP/ STP/BTPunitis
allowed with prior intimation to concerned Devel opment
Commissioner and Customsauthorities, following procedure
of inbond movement of goods. Transfer of manufactured
goodsshal dsobeadlowed fromEOU /EHTP/ STP/BTP
unit to a SEZ Developer or Unit following procedure
prescribed in SEZ Rules, 2006.

Capital goodsmay betransferred or given onloanto other
EOU/EHTP/STP/BTP/ SEZ units, with prior intimation
to concerned Development Commissioner and Customs
authorities,

Goods supplied by oneunit of EOU /EHTP/ STP/BTPto
another unit shall betreated asimported goodsfor second
unit for payment of duty, on DTA sale by second unit.

(i) EQU/EHTP/STP/BTPunits, including gem and
jewd lery units, may onthebasisof annua permisson
from Customsauthorities, subcontract production
processesto DTA through job work which may aso
involve changeof form or nature of goods, through
jobwork by unitsinDTA.

(ii) These units may subcontract upto 50% of overall
production of previousyear invaluetermsinDTA
with permission of Customsauthorities.

(i) EOU may, with annual permission from Customs
authorities, undertakejobwork for export, on behaf
of DTA exporter, provided that goods are exported
directly from EOU and export document shall jointly
beinnameof DTA / EOU. For such exports, DTA
unitswill beentitled for refund of duty paid oninputs
by way of Brand Rate of duty drawback.
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Sale of Unutilized
Material

6.15

(©

(d)

@

()

(it) Duty freeimport of goodsfor execution of export
order placed on EOU by Foreign Supplier on
jobwork basis, would be allowed subject to
condition that no DTA clearance shall bedlowed.

(i)  Subcontracting of both production and production
processesmay a so be undertaken without any limit
through other EOU / EHTP/ STP/ SEZ/ BTP
units, onthebasisof recordsmaintained in unit.

(v) EOU/EHTP/STP/BTP units may subcontract
part of production process abroad and send
| ntermediate products abroad as mentioned in L oP.
No permission would be required when goods are
sought to be exported from subcontractor premises
abroad. When goods are sought to be brought back,
prior intimation to concerned Development
Commissioner and Customs authorities shall be
given.

Scrap / waste/ remnants generated through job work may
either be cleared from job worker’s premises on payment
of applicable duty on transaction value or destroyed in
presence of Customs/ Excise authoritiesor returned to unit.
Destruction shal not apply togold, slver, platinum, diamond,
precious and semi preci ous Stones.

Sub-contracting / exchange by gemsand jewellery EOUs
through other EOUs or SEZ unitsor unitsinDTA, shall be
asper procedureindicated in HBP V1.

Incasean EOU/EHTP/ STP/BTPunitisunableto utilize
goods and services, imported or procured from DTA, it
may be

(i) transferred to another EOU / SEZ/EHTP/ STP/
BTPunit; or

(ii) disposed off in DTA with approval of Customs
authorities on payment of applicable duties and
submission of import authorization; or

(iir) exported. Suchtransfer fromEOU/EHTP/STP/
BTPunitto another such unit would betreated as
import for recaiving unit.

Capital goods and spares that have become obsolete/
surplus, may either be exported, transferred to another EOU/
EHTP/STP/BTP/ SEZ or disposed of in DTA on payment
of applicableduties. Benefit of depreciation, asapplicable,
will beavailablein case of disposal in DTA only whenthe
unit hasachieved positive NFE taking into consideration the
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Reconditioning/ 6.16
Repair and
Re-engineering

Replacement/ 6.17
Repair of

imported/

Indigenous Goods

Exit from 6.18
EOU Scheme

©

(d)

depreciaion alowed. No duty shall be payablein casecapita
goods, raw material, consumables, spares, goods
manufactured, processed or packaged, and scrap / waste/
remnants/ rej ectsare destroyed within unit after intimation
to Customs authorities, or destroyed outside unit with
permission of Customs authorities. Destruction as stated
above shall not apply to gold, silver, platinum, diamond,
preciousand semi precious stones.

Incaseof textilesector, digposd of left over materid / fabrics,
upto 2% of cif vaueor quantity of import, whichever islower,
on payment of duty on transaction value, may be allowed,
subject to certification of Central Excise/ Customsofficers
that theseareleft over items.

Disposal of used packing materia will bedlowed on payment
of duty ontransactionvalue.

EOU/EHTP/STP/BTPunitsmay beset upwith gpprova of BoA
to carry out reconditioning, repair, remaking, testing, calibration,
quality improvement, up-gradation of technology and re-engineering
activitiesfor export inforeign currency. Provisionsof paragraphs
6.8, 6.9, 6.10, 6.13, 6.14 of FTP and para 6.29 of HBP v1 shall
not, however, apply to such activities.

@

()

©

@

General provisionsof FTPrelating to export / import of
replacement / repair of goodswould also apply equally to
EOU/EHTP/STP/BTPunits. Casesnot covered by these
provisionsshall be considered on meritsby DC.

Goodssold in DTA and not accepted for any reasons, may
be brought back for repair / replacement, under intimation
to concerned jurisdictional Customs/ Exciseauthorities.

Goods or partsthereof, on being imported / indigenously
procured and found defective or otherwise unfit for useor
which have been damaged or become defective subsequently,
may bereturned and replacement obtained or destroyed. In
the event of replacement, goods may be brought back from
foreign suppliers or their authorized agents in India or
indigenous suppliers. The unit can take free of cost
replacement (duty paid) from theauthorized agentsin India
of foreign suppliers, provided the defective part is re-
exported or destroyed. However destruction shal not apply
to preciousand semi precious stonesand precious metals.

With approval of DC, an EOU may opt out of scheme.
Such exit shdl be subject to payment of Exciseand Customs
dutiesandindustria policy inforce.
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()

©

(d)

©

®

If unit has not achieved obligations, it shall dsobeliableto
penalty at thetimeof exit.

Intheevent of agem and jewd lery unit ceasingitsoperation,
gold and other preciousmetds, aloys, gemand other materids
availablefor manufacture of jewd lery, shdl be handed over
to anagency nominated by DoC, at a priceto bedetermined
by that agency.

An EOU/EHTP/STP/BTP unit may aso be permitted by
Development Commissoner, to exit from the schemeat any
time on payment of duty on capita goodsunder theprevailing
EPCG Scheme for DTA Units. This will be subject to
fulfillment of positive NFE criteria under EOU scheme,
eligibility criteria under EPCG Scheme and standard
conditionsindicatedinHBPvV 1.

Unit proposing to exit out of EOU schemeshall intimate DC
and Customsand Central Exciseauthoritiesinwriting. Unit
shdl assessduty ligbility arisng out of debonding and submit
details of such assessment to Customsand Central Excise
authorities. Customs and Central Excise authorities shall
confirm duty liabilities on priority basis, subject to the
condition that the unit has achieved positive NFE, taking
into consideration the depreciation alowed. After payment
of duty and clearanceof dl dues, unit shall obtain“No Dues
Certificate” from Customsand Central Exciseauthorities.
On the basis of “No Dues Certificate” so issued by the
Customsand Central Exciseauthorities, unit shall apply to
DCfor fina debonding.

In casethereisno proceeding pending under FT(D& R) Act,
DC shall issuefinal debonding order within aperiod of 7
working days. Between “No Dues Certificate” issued by
Customsand Central Exciseauthoritiesand fina debonding
order by DC, unit shdl not beentitled to claim any exemption
for procurement of capital goodsor input. Unit can, however,
cdamAdvanceAuthorisation/ DEPB / Duty Drawback. Since
the duty cal culationsand dues are disputed and takealong
time, aBG/ Bond/ Installment processes backed by BG,
shall be provided for expediting theexit process.

Incaseswhereaunitisinitially established asDTA unit with
machine procured from abroad after payment of applicable
import duty, or from domestic market after payment of excise
duty, and unit is subsequently converted to EOU, in such
casesremoval of such capital goodsto DTA after debonding
would bewithout payment of duty. Similarly, in caseswhere
aDTA unit imported capital goods under EPCG Scheme
and after completely fulfilling export obligetion getsconverted
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Conversion 6.19

Monitoring of NFE ~ 6.20

Export through 6.21
Exhibitions/

Export Promotion
Tours/Export through
showrooms abroad/

Duty Free Shops

Personal Carriage 6.22
of Import/Export

Parcels Including

through Foreign

bound Passengers

Export/I mport 6.23
by Post/Courier

Administration of 6.24
EOUs / Powers of
Development

Commissioner

into EOU, unit would not be charged cusomsduty on capita
goodsat thetime of removal of such capital goodsin DTA
when debonding.

(9 AnEOU/EHTP/STP/BTPUnit may also bepermitted by
Development Commissioner to exit under Advance
Authorization asaonetimeoption. Thiswill be subject to
fulfillment of positive NFE criteria

(@  Existing DTA units, may aso apply for conversioninto an
EOU / EHTP/ STP/ BTPunit, and Income Tax benefits
under Section 10A and 10B will be available for plant,
machinery and equipment aready instaled.

(b) ExigingEHTP/STPunitsmay a so apply for conversion/
merger to EOU unit and vice-versa. In such cases, unitswill
remaininbond and avail exemptionsin dutiesand taxesas
applicable.

Performanceof EOU / EHTP/ STP/BTP unitsshall be monitored
by UnitsApproval Committeeas per guideinesinHBPVL1.

EOU/EHTP/STP/BTP are permitted to:

(i) Export goodsfor holding/ participating in exhibitionsabroad
with permissonof DC.

(i)  Persona carriage of gold / silver / platinum jewellery,
precious, semi-precious stones, beadsand articles.

(i)  Export goodsfor display / salein permitted shops set up
abroad.

(v) Display / sell in permitted shops set up abroad, or in
showroomsof their distributors/ agents.

(v)  Setupshowrooms/ retail outletsat International Airports.

Import/ export through persond carriageof gemand jewellery items
may be undertaken as per Customs procedure. Export proceeds
shdll, however, beredized through normal banking channel. Import
/ export through personal carriage by units, other than gem and
jewellery units, shall be allowed provided goods are not in
commercid quantity.

Goods including free samples, may be exported / imported by
arfreight or through Foreign Post Office or through courier, asper
Customsprocedure.

Details of administration of EOUs and powers of Development
Commissioner aregiveninHBP V1.
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Revival of
Sick Units.

Approval of
EHTP/STP

Approval of BTP

6.25

6.26

6.27

Subject to aunit being declared sick by appropriate authority,
proposalsfor revival of the unit or itstake over may be considered
by BOA .

In case of unitsunder EHTP/ STP Schemes, necessary approval /
permissionunder relevant paragraphsof thisChapter shdl begranted
by officer designated by Ministry of Communicationand Information
Technology, Department of Information Technol ogy, instead of
Development Commissioner, and by Inter-Ministerial Standing
Committee (IMSC) instead of BoA.

Bio-Technology Parks (BTP) would be notified by DGFT on
recommendationsof Department of Biotechnology. In caseof units
INBTP, necessary approva / permission under relevant provisions
of thischapter will begranted by designated officer of Department
of Bio-Technology.
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CHAPTER-7
SPECIAL ECONOMIC ZONES

The policy relating to Special Economic Zones is governed by SEZ Act 2005,
and the Rules framed thereunder.

CHAPTER-7 A
FREE TRADE & WAREHOUSING ZONES

The policy relating to Free Trade and Warehousing Zones is governed by SEZ
Act 2005, and the Rules framed thereunder.
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Deemed Exports

Categories of Supply

8.1

8.2

CHAPTER-8

DEEMED EXPORTS

“Deemed Exports’ refers to those transactions in which goods
supplied do not leave country, and payment for such suppliesis
received either in Indian rupeesor in freeforeign exchange.

Following categories of supply of goodsby main/ sub-contractors
shdl beregarded as* Deemed Exports’ under FTP, provided goods
aremanufacturedinIndia

@

(b)
©

(d)

©

()

@

W)

Supply of goods against Advance A uthorisation/ Advance
Authorisationfor annual requirement/ DFIA;

Supply of goodsto EOUsor STPsor EHTPsor BTPs;

Supply of capital goodsto holdersof Authorisationsunder
EPCG Scheme,

Supply of goods to projects financed by multilateral or
bilateral agencies/ Funds as notified by Department of
Economic Affairs (DEA), MoF under International
Competitive Bidding (ICB) in accordance with procedures
of those agencies/ Funds, wherelega agreementsprovide
for tender eva uation without including customsduty;

Supply and installation of goods and equipment (single
responsibility of turnkey contracts) to projectsfinanced by
multilateral or bilateral agencies/ Fundsasnotified by DEA,
MoF under ICB, in accordance with procedures of those
agencies/ Funds, which bids may have been invited and
evaluated onthebasisof Ddlivered Duty Paid (DDP) prices
for goods manufactured abroad;

Supply of capital goods, including in unassembled /
disassembled condition, as well as plants, machinery,
accessories, tools, diesand such goodswhich are used for
ingtallation purposestill stageof commercid production, and
gparesto extent of 10% of FOR vauetofertilizer plants;

Supply of goods to any project or purpose in respect of
which the MoF, by anatification, permitsimport of such
goodsat zero customs duty;

Supply of goodsto power projectsand refineriesnot covered
in(f) above;

Supply of marinefreight containersby 100%EOU (Domestic
freight containers-manufacturers) provided said containers
are exported out of Indiawithin 6 months or such further
period as permitted by customs;
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Benefits for 8.3
Deemed Exports

Benefits to 84.1
the Supplier
8.4.2
8.4.3
8.4.4

(i) Supply to projectsfunded by UN agencies; and

()  Supply of goodsto nuclear power projectsthrough
competitive bidding asopposed to | CB.

Benefitsof deemed exportsshall beavailable under paragraphs(d),
(e), (f) and (g) only if the supply ismade under procedure of ICB.

Deemed exportsshal bedigiblefor any / dl of following benefitsin
respect of manufacture and supply of goods qualifying asdeemed
exports subject to termsand conditionsasin HBPv1.:-

(@  AdvanceAuthorisation/AdvanceAuthorisationfor annua
requirement/ DFIA.

(b)  Deemed Export Drawback.

(00 Exemptionfromtermind exciseduty wheresuppliesare made
against ICB. In other cases, refund of terminal exciseduty
will begiven.

(i) In respect of supplies made against Advance
Authorisation/ DFIA intermsof paragraph 8.2(a) of FTP,
supplier shal beentitled to AdvanceAuthorisation/ DFIA
for intermediatesupplies.

(it) If suppliesaremade against Advance Release Order (ARO)
or Back to Back Letter of Credit issued against Advance
Authorisation / DFIA in terms of paragraphs 4.1.11 and
4.1.12 of FTP, suppliersshall beentitled to benefitslistedin
paragraphs 8.3(b) and (c) of FTP, wherever isapplicable.

(i)  Deeted.

In respect of supply of goodsto EOU /EHTP/ STP/BTPinterms
of paragraph 8.2(b) of FTP, supplier shall be entitled to benefits
listed in paragraphs 8.3(a), (b) and (c) of FTP, whichever is
applicable.

In respect of suppliesmadeunder paragraph 8.2(c) of FTPR, supplier
shall beentitled to the benefitslisted in paragraphs 8.3(a), (b) and
(c) of thePolicy, whichever isapplicable.

()] In respect of supplies made under paragraphs 8.2(d), ()
and (g) of FTP, supplier shdl beentitled to benefitslistedin
paragraphs8.3(a), (b) and (c), whichever isapplicable.

(i) Inrespect of suppliesmentionedin paragraph 8.2(d), supplies
to projectsfunded by such agenciesaone, asmay benotified
by DEA, MoF, shal bedigiblefor deemed export benefits.
A list of such agencies/fundsis given in Appendix 13 of
HBPVL1

(i)  Benefitsof deemed exportsunder para8.2(f) of FTP shall
be applicablein respect of items, import of whichisallowed
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8.4.5

8.4.6

8.4.7

by DoR at zero customs duty subject to fulfillment of
conditions specified under Notification No. 21/2002-
Customsdated 1.3.2002, asamended fromtimeto time.

(iv)  Supply of Capital goodsand sparesupto 10% of FOR value
of capital goods to power projectsin terms of paragraph
8.2(g), shdl beentitled for deemed export benefitsprovided
the ICB procedures have been followed at |ndependent
Power Producer (IPP) / Engineering and Procurement
Contract (EPC) stage. Benefit of deemed exportsshall also
beavailablefor renovation/ modernization of power plants.
Supplier shal bedigiblefor benefitslistedin paragraph 8.3(a)
and (b) of FTP, whichever isapplicable. However, supply of
goodsrequired for setting up of any megapower projectsas
specifiedin S.No. 400 of DoR Notification No. 21/2002-
Customsdated 1.3.2002, asamended, shall beeligiblefor
deemed exportsbenefitsas mentioned in paragraph 8.3(a),
(b) and (c) of FTP, whichever isapplicable, if such mega
power projectis:

(@ aninter state Thermal Power Plant of capacity of
1000MW or more; or

(b) aninter state Hydel Power Plant of capacity of 500
MW or more.

(v)  Suppliesunder paragraph 8.2(g) of FTPto new refineries
being set up during Ninth Plan period and spilled over to
Tenth Plan period, shdl beentitled for deemed export benefits
inrespect of goodsmentioned inlist 17 specified in S.No.
228 of Notification No. 21/2002-Customs dated 1.3.2002,
asamended fromtimetotime. Supplier shall beeligiblefor
benefitslistedin paragraphs8.3(a) and (b) of FTPR, whichever
isgpplicable.

In respect of suppliesmade under paragraph 8.2(e) of FTP, supplier
shall beeligiblefor benefitslisted in paragraph 8.3(a) and (b) of
FTP, whichever isapplicable. Benefit of deemed exportsshall be
avallableinrespect of suppliesof capital goodsand sparesto Fertilizer
Plants which are set up or expanded / revamped / retrofitted /
modernized during Ninth Plan period. Benefit of deemed exports
shall dso beavailableon suppliesmadeto FertilizersPlants, which
have started in the 8th / 9" Plan periods and spilled over to 10th
Plan period.

Suppliesof goodsto projectsfunded by UN agenciescovered under
para8.2(i) of FTParedigiblefor benefitslisted in paragraph 8.3(a)
and (b) of FTPR, whichever isapplicable.

In respect of suppliesmadeto Nuclear Power Projectsunder para
8.2(j) of FTPR, the supplier would beeligiblefor benefitsgivenin
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Eligibility for
refund of terminal
excise duty /
drawback

Supplies to be
made by the
main / sub-
contractor

8.5

851

8.6.1

8.6.2

para8.3(a), (b) and (c) of FTP, whichever isapplicable. Supply of
only thosegoodsrequired for setting up any Nuclear Power Project
specified in list 43 at S.No. 401 of Notification No. 21/2002-
Customsdated 1.3.2002, asamended from timeto timehaving a
capacity of 440MW or more as certified by an officer not below
rank of Joint Secretary to Government of Indiain Department of
Atomic Energy, shall beentitled for deemed exportsbenefitsin cases
where procedure of competitive bidding (and not ICB ) hasbeen
followed.

Supply of goodswill be€eigiblefor refund of Termina Excise Duty
intermsof para8.3(c) of FTP provided recipient of goodsdoesnot
avail CENVAT credit/ rebate on such goods. Similarly, supplieswill
beeligiblefor deemed export drawback in termsof para8.3(b) of
FTP on Central Excise paid on inputs/ components, provided
CENVAT credit facility / rebate has not been availed by applicant.
Such supplieswill however bedigiblefor deemed export drawback
on customsduty paid oninputs/ components.

Simpleinterest @ 6% per annumwill be payableon deay inrefund
of Duty Drawback and Termina Excise Duty under deemed export
schemein repect of rembursements/refundsthat have becomedue
on or after 01.04.2007 but which have not been settled within 30
daysof itsfind approval for payment by the Regional Authoritiesof
DGFT organization.

Inall casesof deemed exports, suppliesshall be madedirectly to
designated Projects/ Agencies/ Units/ AdvanceAuthorisation/
EPCG Authorisation holders. Sub-contractor may, however,
make suppliesto main contractor, instead of supplying directly to
designated projects/ agencies. Such Suppliesshall bedligiblefor
deemed export benefitsas per procedurelaid down in paragraph
8.4 of HBPvV1.

Suppliesmade by an Indian sub-contractor of an Indian or foreign
main contractor directly to the designated projects/ agencies, shall
asobedigiblefor deemed export benefits provided sub-contractor
Isindicated either originally or subsequently in the contract, and
payment certificate isissued by project authority in the name of
sub-contractor asin Appendix 22C of HBPVv1.
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91

9.2

9.3

9.4

9.5

9.6

9.7

9.8
981

9.9

991

9.10
9.11

CHAPTER-9
DEFINITIONS

For purposeof FTP, unless context otherwiserequires, following
wordsand expressionsshall havethefollowing meaningsattached
tothem.

“Accessory” or “Attachment” means a part, sub-assembly or
assembly that contributesto efficiency or effectivenessof apieceof
equipment without changingitsbasicfunctions.

“Act” meansForeign Trade (Deve opment and Regulation) Act, 1992
(No.22 of 1992) [FT(D&R) Act].

“Actua User” meansan actua user who may beeither industria or
non-indudtrid.

“Actual User (Industrial)” meansaperson who utilisesimported
goodsfor manufacturingin hisownindustria unit or manufacturing
for hisown useinanother unit including ajobbing unit.

“Actual User (Non-Industrial)” means aperson who utilisesthe
imported goodsfor hisown usein

(i) any commercia establishment carrying on any business, trade
or profession; or

(i)  any laboratory, Scientific or Research and Devel opment
(R&D) indtitution, university or other educationd ingtitution
or hospita; or

(i)  any serviceindustry.

“AEZ" means Agricultural Export Zones notified by DGFT in

Appendix 8 of HBP V1.
Deleted

“Appea” isan application filed under section 15 of the Act and

includessuch gpplicationsprefered by DGFT officid sin government
interest against decision by designated adjudicating / appellate
authorities.

“Applicant” meansperson on whose behalf an applicationismade

and shdl, wherever context so requires, includespersonsigningthe
goplication.

“ Authorisation” meansapermission asincluded in Section 2 (g) of

FT(D&R) Act toimport or export as per provisionsof FTP.

“BoA” meansthe Board of Approval asnotified by DoC.
“BTP” means Biotechnology Park as notified by DGFT on

recommendation of Department of Biotechnology.
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9.12

9.13

9.14

9.15

9.16

9.17

9.18

9.19

“Capital Goods’ means any plant, machinery, equipment or
accessoriesrequired for manufacture or production, either directly
or indirectly, of goodsor for rendering services, including those
required for replacement, moderni sation, technol ogica upgradation
or expansion. It dsoincludes packaging machinery and equipment,
refractoriesfor initia lining, refrigeration equipment, power generding
sets, machine tools, catalysts for initial charge, equipment and
instruments for testing, research and development, quality and
pollution control. Capital goods may befor usein manufacturing,
mining, agriculture, aquaculture, animal husbandry, floriculture,
horticulture, pisciculture, poultry, sericultureand viticultureaswell
asfor usein servicessector.

“Competent Authority” meansan authority competent to exercise
any power or to discharge any duty or function under theAct or the
Rulesand Orders made thereunder or under FTP.

“Component” meansoneof the partsof asub-assembly or assembly
of whichamanufactured product ismadeup and intowhichit may
beresolved. A component includesan accessory or attachment to
another component.

“Consumables’ meansany item, which participatesin or isrequired
for amanufacturing process, but does not necessarily form part of
end-product. Items, which are substantially or totally consumed
during amanufacturing process, will be deemed to be consumables.

“Consumer Goods’ means any consumption goods, which can
directly satisfy human needswithout further processing andincludes
consumer durablesand accessoriesthereof.

“Counter Trade” means any arrangement under which exports/
importsfrom/to Indiaare balanced either by direct imports/exports
fromimporting/exporting country or through athird country under a
Trade Agreement or otherwise. Exports/Imports under Counter
Trade may be carried out through Escrow Account, Buy Back
arrangements, Barter trade or any similar arrangement. Balancing
of exports and imports could wholly or partly bein cash, goods
and/or services.

“Developer” means aperson or body of persons, company, firm
and such other private or government undertaking, who develops,
builds, designs, organises, promotes, finances, operates, maintains
or managesapart or whole of infrastructure and other facilitiesin
SEZ asapproved by Central Government and also includesaco-
devel oper.

“Development Commissoner” means Devel opment Commissoner
of SEZ.
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9.20
9.21

9.22

9.23
9.24

9.25

9.26

9.27

9.27.1

9.28

9.29

9.30

“DFRC” meansDuty Free Replenishment Certificate.

“Domestic Tariff Area(DTA)” meansareawithin Indiawhichis
outside SEZsand EOU/ EHTP/ STP/BTP.

“Drawback” in relation to any goods manufactured in Indiaand
exported, meansrebate of duty chargeableonany imported materid
or excisablematerial used in manufacture of such goodsinIndia.
Goods include imported spares, if supplied with capital goods
manufacturedinIndia

“EHTP’ meansElectronic Hardware Technology Park.

“EOU” means Export Oriented Unit for which an LOP has been
issued by Development Commissioner.

“Excisablegoods’ meansany goods produced or manufacturedin
Indiaand subject to aduty of exciseunder Central Exciseand Salt
Act 1944 (1 of 1944).

“Exporter” meansaperson who exportsor intendsto export and
holdsan | EC number, unless otherwise specifically exempted.

“Export Obligation” meansobligation to export product or products
covered by Authorisation or permissionintermsof quantity, value
or both, asmay be prescribed or specified by Regiond or competent
authority.

“FTP" meansthe Foreign Trade Policy which specifiespolicy for
exportsand importsunder section 5 of the Act.

“Group Company” meanstwo or moreenterpriseswhich, directly
orindirectly, areinapositionto—

(i) exercisetwenty-six per cent, or moreof votingrightsin other
enterprise; or

(i)  appoint more than fifty percent, of members of board of
directorsintheother enterprise.

For group companiesto claim benefitsor havetheir exports counted
for benefitsto be claimed by another member of group, the group
company should have been in existence at least 2 years prior to
date of application under any of export promotion schemesnotified
inFTPR.

“HBP v1” means the Handbook of Procedures (Vol.1) and
“HBPVv2’" meansHandbook of Procedures(Vol.2) published under
provisionsof paragraph 2.4 of FTP,

“Importer” meansaperson who importsor intendsto import and
holdsan |EC number, unless otherwise specificaly exempted.
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9.32

9.33

9.34
9.35

9.36

9.37

9.38

9.39

9.40

9.40.1

941
9.42
9.43

9.44

“Infrastructurefacilities’ meansindustrial, commercial and social
infragtructureor any other facility for development of SEZ asnatified.

“ITC(HS)” meansI TC(HS) Classifications of Export and Import
[temsBook.

“Jobbing” means processing or working upon of raw materialsor
semi-finished goods supplied to job worker, so asto completea
part of processresultingin manufacture or finishing of anarticleor
any operation whichisessential for aforesaid process.

Deleted

“Licensing Year” meansperiod beginning onthe 1% April of ayear
and ending on 31* March of following year.

“Managed Hotel” means hotels managed by athree star or above
hotel/ hotel chain under an operating management contract for a
duration of at |east threeyears between operating hotel/ hotel chain
and hotel being managed. Management contract must necessarily
cover theentiregamut of operations/ management of managed hotdl.

“Manufacture’ meansto make, produce, fabricate, assemble, process
or bringinto existence, by hand or by machine, anew product having
adigtinctivename, character or useand shdl include processessuch
asrefrigeration, re-packing, polishing, labelling, Re-conditioning
repair, remaking, refurbishing, testing, caibration, re-engineering.
Manufacture, for the purposeof FTP, shal dsoincludeagriculture,
aguaculture, animal husbandry, floriculture, horticulture, pisciculture,
poultry, sericulture, viticultureand mining.

“Manufacturer Exporter” means a person who exports goods
manufactured by him or intendsto export such goods.

“MAI” means Market Access Initiative Scheme notified by
Department of Commerce.

“Merchant Exporter” means aperson engaged in trading activity
and exporting or intending to export goods.

“NC” meansthe Norms Committeein the Directorate General of

Foreign Trade, for recommending grant of Authorisationsunder Duty
Exemption Schemeand for recommending I nput Output normsand
valueaddition normsto benotified by DGFT.

“NFE” meansNet Foreign Exchange.
“Notification” meansanatification publishedin Officid Gazette.

“Order” meansan Order made by Central Government under the
Act.

“Part” meansan dement of asub-assembly or assembly not normaly
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9.45

9.46
9.47

9.48

9.49

9.49.1

9.50

951

9.52

9.53

useful by itself, and not amenable to further disassembly for
mai ntenance purposes. A part may be a component, spare or an
accessory.

“Person” includesanindividud, firm, society, company, corporation
or any other legd personincludingthe DGFT officias.

“Policy” means FTP 2004-2009 asamended fromtimeto time.

“Prescribed” meansprescribed under theAct or the Rulesor Orders
made thereunder or under FTP,

“Public Notice” means a notice published under provisions of
paragraph 2.4 of FTP.

“Raw materid” means,

(i) bas ¢ materialswhich are needed for manufacture of goods,
but which are still in a raw, natural, unrefined or
unmanufactured state; and

(i)  foramanufacturer, any materidsor goodswhicharerequired
for hismanufacturing process, whether they have actualy
been previoudy manufactured or areprocessed or aretill in
araw or natura state.

“Regiona Authority” means authority competent to grant an
Authorisation under theAct/ Order.

“Registration-Cum-Membership Certificate” (RCMC) means
certificate of registration and membership granted by an Export
Promotion Council/ Commodity Board/ Development Authority or
other competent authority asprescribedin FTPor HBP V1.

“Rules’ means Rulesmade by Central Government under Section
19 of theAct.

“Services’ include all tradable services covered under General
Agreement on Tradein Servicesand earning freeforeign exchange.

“Service Provider” meansaperson providing

(i) Supply of a‘service' from Indiato any other country;

(it) Supply of a‘ service' from Indiato service consumer of any
other country in India; and

(i)  Supply of a‘service’ from Indiathrough commercial or
physical presenceinterritory of any other country.

(v)  Supplyof a‘service' inIndiarelatingtoexportspaidinfree
foreign exchange or in Indian Rupeeswhich are otherwise

consdered ashaving being paidfor infreeforeign exchange
by RBI.
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9.55

9.56

9.57

9.58

9.59

9.59.1

9.60
9.61

9.62

9.63

9.64
9.65

“SEZ” means Special Economic Zone notified by Ministry of
Commerce& Industry, Department of Commerce.

“Ships’ meandl typesof vessalsused for seabornetradeor coastal
trade, and shall include second hand vessels.

“SION” means Standard I nput Output Normsnotified by DGFT in
HBPv2, 2004-09/ approved by Board of Approval.

“Spares’ meansapart or asub-assembly or assembly for subgtitution,
that isready toreplacean identical or similar part or sub-assembly
or assembly. Sparesinclude acomponent or an accessory.

“Specified” meansspecified by or under the provisionsof thisPolicy
through Notification/ Public Notice.

“Status holder” means an exporter recognized as Export House/
Trading Houseetc. by DGFT/ Devel opment Commissioner.

“Stores” meansgoodsfor usein avessd or aircraft and includes
fuel and sparesand other articles of equipment, whether or not for
immediatefitting.

“STP” means Software Technology Park

“Supporting Manufacturer” meansany person who manufactures
any product or part/ accessories componentsof that product. Name
of supporting manufacturer aswell asthe exporter must beendorsed
on export documents.

“Third-party exports’ means exports made by an exporter or
manufacturer on behalf of another exporter(s). Insuch cases, export
documents such as shipping bills shall indicate name of both
manufacturing exporter/manufacturer and third party exporter(s).
BRC, GR declaration, export order and invoice should beinthe
name of third party exporter.

“Transaction Value’ isasdefined in Customs Val uation Rul es of
Department of Revenue.

Deleted

“WildAnima” meansany wild anima asdefined in Section 2(36) of
Wildlife (Protection) Act, 1972.
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