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The vision behind the Foreign Trade Policy continues to be focused on making India a
significant participant in world trade and on enabling the country to assume a position of
leadership in international trade. The Policy isissued once in Five Years and the Current
Policy is for the period 2015 — 20, Mid Term Revision was made on 5" December’2017.

The revised FTP focuses on the goal of exploring new markets and new products as well
as on increasing India’s share in the traditional markets and products, leveraging benefits
of GST by exporters.

The ETP 2015-20 has 9 Chapters as depicted below.


ftp://ftp 2015-20/

Foreign Trade Policy : 9 Chapters

Chapter -1: LEGAL FRAMEWORK AND TRADE FACILITATION

Chapter 2 : GENERAL PROVISIONS REGARDING IMPORTS AND EXPORTS

Chapter 3 : EXPORTS FROM INDIA SCHEMES

Chapter 4 : DUTY EXEMPTION / REMISSION SCHEMES

Chapter 5 : EXPORT PROMOTION CAPITAL GOODS (EPCG) SCHEME

Chapter 6 : Eous, EHTPS, STPS & BIO-TECHNOLOGY PARKS (BTPS)

Chapter 7 : DEEMED EXPORTS

Chapter 8 : QUALITY COMPLAINTS AND TRADE DISPUTES |

Chapter 9 : DEFINITIONS |
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To help improve India’s export competitiveness and deepen engagements with new
markets, in the Foreign Trade Policy 2015-20 and other schemes provided promotional
measures to boost India’s exports with the objective to offset infrastructural inefficiencies
and associated costs involved to provide exporters a level playing field and also neutralize
incidences of Taxes and Duties.

Brief of the Advance Authorization Scheme under Chapter 4 of FTP shall be discussed
here:

Chapter 4 : DUTY EXEMPTION / REMISSION SCHEMES

Objective:
Schemes under this Chapter enable duty free import of inputs for export production,
including replenishment of inputs or duty remission.

Schemes
(a) Duty Exemption Schemes.
The Duty Exemption schemes consist of the following:



» Advance Authorisation (AA) (which will include Advance Authorisation for
Annual Requirement).
» Duty Free Import Authorisation (DFIA).

(b) Duty Remission Scheme.
» Duty Drawback (DBK) Scheme, administered by Department of Revenue.

DUTY EXEMPTION / REMISSION

([ -Advance Authorisation (AA) 1)
(which will include
Advance Authorisation for
] *Annual Requirement).
> Duty Exemption g £ - ] ) J
Schemes FE (7 A
73]
*Duty Free Import Authorisation
e —_— (DFIA)
SCHEMES Administered by DGFT ] )
Under Chapter 4 | |»
Of FTP
Para 4.01 & 4.02
Duty Remission

Scheme, administered by

Department of Revenue.

of FTP
Scheme

‘ Duty Drawback (DBK)

-
Administered by Revenue Dept.

SN Panigrahi

Advance Authorisation

As per 4.03 of FTP

(a) Advance Authorisation is issued to allow duty free import of input, which
is physically incorporated in export product (making normal allowance for
wastage). In addition, fuel, oil, catalyst which is consumed / utilized in the process
of production of export product, may also be allowed.

(b) Advance Authorisation is issued for inputs in relation to resultant product, on
the basis of SION (Standard Input — Output Norms)



Advance Authorization Issued either to a Manufacturer
Exporter or Merchant Exporter

As per para 4.05 of FTP, Advance Authorization is issued either to a manufacturer
exporter or merchant exporter tied to a supporting manufacturer(s).
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Validity Period for Import

Para 4.17 of FTP & Para 4.41 of HB

Validity period for import of Advance Authorisation shall be 12 months from the
date of issue of Authorisation.

Export Obligation (EO) Period



Para 4.22 of FTP & Para 4.42 (a) & (e’) of HB

Period of 18 months for fulfilment of Export Obligation (EO) from the date of issue of
authorization allowed.
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Details of Duties Exempted
As per Para 4.14 of FTP

Imports under Advance Authorization are exempted from payment of Basic Customs
Duty, Additional Customs Duty, Education Cess, Anti-dumping Duty,
Countervailing Duty, Safeguard Duty, Transition Product Specific Safeguard Duty,
wherever applicable.

Import against supplies covered under paragraph 7.02 (c), (d) and (g) of FTP will not be
exempted from payment of applicable Anti-dumping Duty, Countervailing Duty,
Safeguard Duty and Transition Product Specific Safeguard Duty, if any.

However, imports under Advance Authorization for physical exports are also exempt
from whole of the integrated tax and Compensation Cess leviable under sub-
section (7) and sub-section (9) respectively, of section 3 of the Customs Tariff Act,
1975 (51 of 1975), as may be provided in the notification issued by Department of
Revenue, and such imports shall be subject to pre-import condition. Imports against



Advance Authorizations for physical exports are exempted from Integrated Tax and
Compensation Cess upto 31.03.2018 only. (However, further extended upto 31-03-
2020 vide DGFT Notification : No. 57/2015-20; Dated 20.03.2019 and Customs
Notification : 08/2019-Cus, dt. 25-03-2019
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Advance Authorization for Annual Requirement

Authorization holders who have been exporting for at least 2 years can get annual
Advance Authorization.This gives them the flexibility to export any product throughout the
year falling under an export product group using the duty exempted imports.However
specific inputs have to be tallied with the resultant exports as per SION/ prescribed ad
hoc norms.

Actual User Condition for Advance Authorisation

As per para 4.16 of FTP



(i) Advance Authorisation and / or material imported under Advance Authorisation shall
be subject to ‘Actual User’ condition. The same shall not be transferable even after
completion of export obligation.

However, Authorisation holder will have option to dispose of product manufactured out
of duty free input once export obligation is completed.

Domestic Sourcing of Inputs

As per Para 4.20 of FTP

(i)

(ii)

(iii)

(iv)
(v)

Holder of an Advance Authorisation / Duty Free Import Authorisation can
procure inputs from indigenous supplier/ State Trading
Enterprise/EOU/EHTP/BTP/STP in lieu of direct import.

Such procurement can be against Advance Release Order (ARO), or
Invalidation Letter.

When domestic supplier intends to obtain duty free material for inputs through
Advance Authorisation for supplying resultant product to another Advance
Authorisation / DFIA / EPCG Authorisation, Regional Authority shall issue
Invalidation Letter.

Regional Authority shall issue Advance Release Order if the domestic supplier
intends to seek refund of duties exempted through Deemed Exports
mechanism as per provisions under Chapter-7 of FTP.

Regional Authority may issue Advance Release Order or Invalidation Letter at
the time of issue of Authorisation simultaneously or subsequently.

Advance Authorisation holder under DTA can procure inputs from / SEZ units
without obtaining Advance Release Order or Invalidation Letter.
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Redemption & Export Obligation Discharge Certificate
(EODC)

As per Para 4.47 of HB

On completion of exports and imports, the Authorisation holder shall submit online
application in ANF-4F as in (a) (i) above.

In such cases, if EO has been fulfilled, the Regional Authority may issue EODC /
Redemption Certificate to Authorisation holder and forward a copy to the Customs
authority at the port of registration of Authorisation indicating the same details of proof of
fulfilment of EO as stated in paragraph (a) above evidencing fulfilment of Export
Obligation.

(i) Copy of EODC will also be endorsed by Regional Authority to Customs at the Port of

Registration by post till system of transmitting these through EDI under message
exchange between DGFT and CBEC is introduced.

PPT can be viewed @:

https://www.youtube.com/watch?v=96GQLT3qTOU



https://www.youtube.com/watch?v=q6GQLT3qT0U

Disclaimer : The views and opinions; thoughts and assumptions; analysis and
conclusions expressed in this article are those of the authors and do not necessarily
reflect any legal standing.
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