
 

 

  



 

 

  



 

 

 

 

 

 

 

SCANNER (Tool Scanning Your Errors) - a word from the Author  
 

WHY SCANNER IS IMPORTANT? 
Coaching guides you as to understanding of subject - concepts, logics and reasoning behind law. 

Self-study / Revision is with the objective of recollection and Memorization of concepts learned in coaching 

Now, one is ready for exams. 

But before we directly sit in the exams, it is important and extremely useful if we evaluate ours performance by attempting some questions. 

Scanner serves that purpose. It puts you into exams like conditions, question forces you to think, recollect and apply the knowledge you have 

acquired through coaching and self-study. 

HOW TO MAKE EFFECTIVE USE OF SCANNER? 
Revise on chapter from yours regular study material. 

Now, start attempting same chapter from the Scanner. 

While doing question, take note of following : 

1. Question which you answered wrongly –  

 which point you missed while reading question 

 which provision you failed to apply 

 which inter-linkages you failed to apply  

 (a) if mistake was just due to carelessness - be extra careful 

 (b) if mistake was due to fact that question was very tricky - then mark the question for one more revision later  
 

2. Question which you answered correctly -  

 Congratulations -- you are not required to read it again 
 

Keep the following targets in mind 
1. 80% plus correct answers - you are outstanding student for this chapter 

2. 60% plus correct answers - you are brilliant student for this chapter  

3. 50% plus correct answers - you are good student for this chapter 

4.  Other case -- you need to work extra harder, reread the chapter and then attempt again 
 

While attempting Scanner, you will also be indirectly coming to know how to present the answers. We have made special efforts to guide you 

in that direction. Each answer is well supported by tutorial notes from ours side which will keep you well directed and will maintain 

connectivity.  

With ours coaching, you enjoyed the process of learning. 
With ours Scanner, you will enjoy the process of application, discovery of errors and corrections. 

 

Heralding to you a bright future. 

Adios. 

Prof. Dippak Gupta 

 



 

 

 

  



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://t.me/joinchat/AAAAAErlY-7sfckZVsQ3ig 

 

https://youtu.be/gjXxyix2frg 

https://youtu.be/w6gxI03gX-I 

https://youtu.be/tTiWBMk0FDc 

 

                    https://drive.google.com/file/d/19bFtJ5eIAMIxvpfmJBvWlI6iG57HUOH5/view?usp=drivesdk 

 

https://t.me/joinchat/AAAAAErlY-7sfckZVsQ3ig
https://youtu.be/gjXxyix2frg
https://youtu.be/w6gxI03gX-I
https://youtu.be/tTiWBMk0FDc
https://drive.google.com/file/d/19bFtJ5eIAMIxvpfmJBvWlI6iG57HUOH5/view?usp=drivesdk


 

 

 

 

 

 

 

 

 



 

 

FOREIGN TRADE & FOREIGN TRADE POLICY 

 

FOREIGN TRADE POLICY & ITS OBJECTIVE 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. a) What are the main objectives of the Foreign Trade Policy (FTP)?    

 b) What are the strategies adopted to achieve the objectives of the FTP?        

 

Ans. a) Trade is not an end in itself, but a means to economic growth and national development. The primary purpose is not 
the mere earning of foreign exchange, but the stimulation of greater economic activity. The Foreign Trade Policy is 
rooted in this belief and built around following two major objectives: 

1. To double our percentage share of global merchandise trade within the next 5 years; and 

2. To act as an effective instrument of economic growth by giving a thrust to employment generation. 

 

 b) These objectives are proposed to be achieved by adopting, among others, the following strategies : 

1. Unshackling of controls and creating an atmosphere of trust and transparency to unleash the innate 
entrepreneurship of our businessmen, industrialist and traders. 

2. Simplifying procedures and bringing down transaction costs. 

3. Neutralizing incidence of all levies and duties on inputs used in export products, based on the fundamental principle 
that duties and levies should not be exported. 

4. Facilitating development of India as a global hub for manufacturing, trading and services. 

5. Identifying and nurturing special focus areas which would generate additional employment opportunities, 

particularly in semi-urban and rural areas, and developing a series of 'initiatives' for each of these. 

6. Facilitating technological and infrastructural up gradation of all the sectors of the Indian economy, especially through 
import of capital goods and equipment, thereby increasing value addition and productivity, while attaining 

internationally accepted standards of quality. 

7. Upgrading our infrastructural network, both physical and virtual, related to the entire Foreign Trade chain, to 

international standards. 

 

DGFT 
  

2. With reference to the provisions of FTP 2015-20, discuss giving reasons whether the following statements are 
true or false 

(i) If any doubt arises in respect of interpretation of any provision of FTP, the said doubt should be forwarded 
to DGFT, whose decision thereon would be final and binding. 

(ii) Authorization once claimed by an importer cannot be refused by DGFT. 

 

Ans. In accordance with the provisions of FTP 2015-20: 

i) True- DGFT's decision shall be final and binding, if any question or doubt arises in respect of interpretation of any provision 
of the FTP. 

. 



 

 

Author: If DGFT has interpretated some goods as ‘free goods’, then customs officer cannot treat such goods as ‘prohibited goods’.  

ITC Classification (under FTP) vs Customs Tariff Act, 1975 classification (under Customs) 

ITC Classification (under FTP) It helps in determination of status of 
product—whether prohibited for import or 
non-prohibited, whether subject to 
restriction or not. 

DGFT opinions / clarifications binding. 

Customs Tariff Act, 1975 
Classification (under Customs) 

 

It is for determination of application rate of 
customs on the product. 

DGFT opinions / clarifications not binding. 

GRI (General Rules of Interpretation as 
contained in CTA, 1975) shall be applicable. 

 

 (Expected) 

M.K. SHIPPING & ALLIED INDUSTRIES PVT. LTD. - 2015 - SC 

 So far as classification of a product under ITC (HS) [foreign Trade Policy] is concerned, clarification or opinion 
of DGFT was binding on Customs authorities for determining restrictions specified thereunder.  

 However, for classification of goods under CUSTOMS TARIFF, such clarification or opinion was not binding as 
classification under Customs Tariff is exclusive domain of Customs authorities.  

 

ii) False- No person may claim an Authorization as a right and DGFT shall have power to refuse to grant or renew the same 

in accordance with provisions of FT (D&R) Act, rules made thereunder and FTP. 

 

3. With reference to the provisions of Foreign Trade Policy 2015-20, discuss, giving reasons, whether the following 
statements are true or false:  

 (i) If any doubt arises in respect of interpretation of any provision of FTP, the said doubt should be forwarded 
to CBEC. Decision of CBEC thereon would be final and binding.  

[CA Final, RTP May 2015] 

Ans. False. If any question or doubt arises in respect of interpretation of any provision of the FTP, said question or doubt ought to 

be referred to DGFT whose decision thereon would be final and binding.  

 

CONTENT OF FTP (as released by Commerce Industry) 
 

4. What are the essential requirement of a goods nomenclature system (classification system as adopted in Indian 
Trade Classification of goods)? 

 

Ans. A good nomenclature of goods should ensure : 

(i) that every  product manufactured or otherwise, will get covered under a code number uniformly applied the world over. 

(ii) that a set of rules is available for interpretation. 

(iii) that the nomenclature is accepted internationally as a technical and legal basis for improving trade relations amongst 

countries. 

(iv) That a statistical base, suitable for computerization is available. 

 

 

FTP & ITS INTER-LINKAGE WITH EXCISE AND CUSTOMS 
 

5. What is the general import/ export policy?    

 

Ans. General Policy provisions governing import and export of goods and services are dealt under Chapter 2 of FTP 
and procedural aspects governing import and export are under Chapter 2 of Handbook of procedure (HBP) 
 

Import/ export policies for all goods are indicated against EACH ITEM in Indian Trade Classification (Harmonized 

System) [ITC(HS)] of Exports and Imports Schedules. ITC (HS) is compilation of codes for all goods for import / export.  

 Schedule 1 lays down the Import Policy regime while Schedule 2 lays down Export Policy Regime. 

 

  

6. Under present regime, whether import of goods in general is restricted?    

 

Ans. No 
. 



 

 

 Exports and imports shall be ‘FREE’ except when regulated by way of ‘prohibition’, ‘restriction’ or ‘exclusive 

trading through State Trading Enterprise (STE)’, as laid down in Indian Trade Classification (Harmonized 
System) [ITC(HS)] of Exports and Imports. 

 

Author 
. 

Category Importability/ Exportability example 

PROHIBITED GOODS  
 

Not permitted for import / export Bone Meal of Wild Animals 

RESTRICTED GOODS  Import / Export of an item is permitted under 
license . authorization / permission issued by 
DGFT 

Cows 

EXCLUSIVE TRADING 
THROUGH STE  (Canalized 
Goods) 

Permitted to import / export through STE, 
subject to fulfillment of other conditions 
provided under STP 

Basmati Rice – import allowed through 
Food Corporation of India (FCI) 

FREE Goods Import/ export is freely allowed. Printed Books 
 

 

IMPORT POLICY FOR SECOND HAND GOODS 

No. Categories of Second Hand Goods Import 
Policy 

Conditions, if any 

I (a) (i) Personal computers/laptops including 

their refurbished/reconditioned 
spares 

 (ii) Photocopies machines/Digital 

multifunction Print & Copying 
Machines  

 (iii) Air conditioners 

 (iii) Diesel generating sets. 

Restricted Importable against authorisation 

 (b) Refurbished/re-conditioned spares of Capital 

Goods 

Free Required : Chartered Engineer certificate 
that such spares have at least 80% residual 
life of original spare. 

 (c) All other second hand capital goods {other 

than (a) & (b) above} 

Free — 

II Second Hand Goods other than capital goods Restricted Importable against Authorization 

III Second Hand Goods imported for the 

purpose of repair / refurbishing / 
reconditioning or re-engineering. 

[w.e.f. 28-3-2018] 

Free Subject to condition that waste 
generated during the repair. 
refurbishing of imported items is 
treated as per domestic Laws / Rules / 
Orders / Regulations / technical 
specifications / Environmental / safety 
and health norms and the imported 
item is re-exported back as per the 
Customs Notification. 

 

PRACTICE: 

1. Is it correct to say that all imports are free unless restricted or prohibited under the Foreign Trade 

Policy (FTP)? 

 

Ans. FTP states that exports shall be free, except in cases where these are regulated by provisions of FTP or any law 
for the time being in force. The item wise export and import policy shall be specified in import Trade classification 

published and notified by DGFT. 

 

2. Mr. A wants to import A LAPTOP from the USA which has been used by the seller for some time there 
Mr. A contends that he can freely import such laptop without any restriction/authorization. Examine 

the correctness of Mr. A's claim in the light of the provisions of FTP 2015-20. 

 

Ans. As per FTP 2015-20, second hand (used) goods, except second hand capital goods, are restricted for imports and 

can be imported only in accordance with the provisions of FTP, ITC(HS), prescribed procedures, public notice or 

an Authorization in this regard. 



 

 

 Import of second hand capital goods, including refurbished/re-conditioned spares is allowed freely. However, 
second hand personal computers/laptops will only be allowed against an authorization. 

 In view of the afore-mentioned provisions, Mr. A's claim is not correct as second hand laptops can be imported 
only against an authorization. 

 

3. With reference to provisions of FTP 2015-20, discuss giving reasons whether the following statement 

is true or false : 

(i) A second hand PERSONAL COMPUTER can be imported without any authorisation. 

 

Ans. False. Second hand personal computer is restricted item and can be imported only against authorization. 

 

7. Briefly explain as to how FTP is linked with excise and customs laws. 

 

Ans. The Foreign Trade Policy is closely knit with the Customs and GSTe laws of India. However, the policy provisions per-se do not 
override tax laws. The exemptions extended by FTP are given effect to by issue of notifications under respective tax laws (e.g., 

Customs Act, 1962, Customs Tariff Act, 1975). 

 Thus, actual benefit of the exemption depends on the language of exemption notifications issued by the CBEC. In most of the 

cases the exemption notifications refer to policy provisions for detailed conditions.  

 

BOARD OF TRADE (BOT) 
 

8. State the functions of the 'Board of Trade' with reference to the FTP 2015-20. 

 

Ans. ‘Board of Trade’ has been constituted to give advice to CG on matters relating to foreign trade. It consists of chairman and 25 

nominated members as well as chairman of recognized export promotion councils. 

 The functions of the Board of Trade include : 

a) To advise the Government on Policy measures for preparation and implementation of both short & long term plans for 

increasing exports in the light of emerging national and international economic scenario; 

b) To review export performance of various sectors, identify constraints and suggest industry specific measures to optimize 
export earnings; 

c) To examine the existing institutional framework for imports and exports and suggest practical measures for further 

streamlining to achieve the desired objectives; 

d) to review the policy instruments and procedures for imports and exports and suggest steps to rationalize and channelize 
such schemes for optimum use; 

e) To examine issues which are considered relevant for promotion of India's foreign trade, and to strengthen the international 
competitiveness of Indian goods and services; and 

f) To commission studies for furtherance of the above objectives. 

 

 

EXPORT PROMOTION COUNCILS (EPC)  
 

9. What do you mean by EPC? What are the reasons for setting up of Export Promotion Councils?  

 Write a brief note on their responsibilities and types of Councils in India in the context of foreign trade policy. 
Should an exporter compulsorily register himself as a member of such Export Promotion Council? 

 

Ans. EPC are the organization of exporters, set up with the objective to promote and develop Indian exports.  

o  Export promotion councils have been set up to promote and develop export of the country. These EPCs are expected to 
monitor and encourage exports and to assist and guide the exporter. Their main aim is to project India's image 

abroad as reliable supplier of high quality goods and services.  

o  EPC are non-profit autonomous organizations (registered as companies or registered society) 

o  Each council is responsible for promotion of a particular group of products.  

 

Registration of exporter with EPC: 

o If exporter intends to obtain export incentives, then it has to mandatory register itself with EPC.  

 Exporter shall make application for membership in specified form (ANF-2C).  [in case an exporter desires to get 
registration as ‘manufacturer exporter’, an exporter has to furnish evidence to that effect] 



 

 

 EPC issues a certificate registering him – which is known as RCMC – Registration cum membership certificate. 

 RCMC is valid from 1st of April of Year in which it is issued and remains valid for a period of 5 years. 

o  If he does not intend to claim any export incentive, then registration is optional. 

 
Remember:  
1. Exporter is required to obtain RCMC from the Council which is concerned with the product of his main line of business.  

2. In case an export product is not covered by any EPC / Commodity Board etc., EPC shall be obtained from FIEO (Federation of 
Indian Export Organization). 

. 

Dedicated exporters  (EoU & SEZ) 
Export Promotion Councils for EOU and SEZ units has also been constituted. 

 

10. What is meant by RCMC (Registration-cum-Membership Certificate) 

 

Ans. RCMC is a certificate evidencing registration of an exporter as a member of any Export Promotion Councils (e.g., Apparel Export 
Promotion Council, Engineering Export Promotion Council, etc) 

 

 

IMPORTER EXPORTER CODE [IEC] 
 

  

11. What is 'Importer Exporter Code Number' (IEC)? State the manner in which IEC has to be applied for. 

      

Ans. 

 IEC Code is unique 10 digit code issued by DGFT (Director General of Foreign Trade, Ministry of Commerce, Government of 

India) to enable an entity to import or export goods.  

 IEC is compulsory for import and/or export of goods. Unless specifically exempted, no person or entity shall make any 

import or Export without IEC Number.   

 
Author:  
Import / Export of Service: 

 In general, IEC is not required for import or export of services. 

 However, if any export benefit is to be claimed, then IEC shall be obtained. 

 

 Eligibility condition and related legal provisions are given in Foreign Trade policy. 

o ONLINE APPLICATION shall be submitted.    

o Application shall be made on DGFT [dgft.gov.in] or eBiz platform [http://www.ebiz.gov.in]  

o Requisite fees shall be paid through net banking. 
o Requisite documents shall be scanned and attached. (Physical submission is not required). 

 

o PAN is IEC against w.e.f. 1st July, 2017 – owing to introduction of GST, PAN-based GSTIN will be used. If the goods 

are liable to GST, then for availability of credit of GST, GSTIN shall be used. However, if goods are not liable to GST, 
then simple PAN me used. When anyone applies for IEC, his IEC will be same as PAN informed by him. 

 

12. What is the validity period of IEC? 

 

Ans. IEC allotted to an applicant shall have permanent validity, unless cancelled by competent authority. 

 

 

13. Gaurav is importing/exporting goods from/to Myanmar through Indo-Myanmar border areas and CIF value of a 
single consignment is less than Indian Rs. 25,000. Is 'Importer-Exporter Code' (IEC) Number essential for him? 

Explain.  

 

Ans. In terms of FTP, person importing/exporting good from/to Myanmar through Indo-Myanmar border areas provided CIF value 
of a single consignment is does not exceed Indian Rs. 25000 area exempted from obtaining Importer-Exporter Code 
(IEC) number. In view of the aforesaid position, Gaurav is not required to have Importer-Exporter Code. 

 

 



 

 

 

AUTHORIZATION 
 

  

14. Write a brief note on Import/Export Authorization. 

      

Ans. AUTHORIZATION means permission to import or export as per provisions of FTP. 

Need of Authorization: 

At present, most of imports/ exports are free, but are still regulated/ restricted. Import or export of such regulated /restr icted 
items needs ‘authorization from DGFA. 

 Authorization can be based on value, quantity, actual user condition, export obligation, value addition to be achieved, 
minimum export price and other conditions. 

 In general, import authorization is given subject to ‘actual user condition’. 

Procedure for obtaining authorization: 

 For obtaining authorization, an application shall be made to DGFA / RA (Regional Authority). 

Authorization not a right:  

 No person may claim and Authorization as a right.  

 DGFT / RA shall have power to refuse to grant on renew the same in accordance with provisions of FT (D&R) Act, rules 

made thereunder and FTP.  

 

STATUS HOLDER 
 

  

15. Explain with reference to Foreign Trade Policy 2015-20. 

 (i) What do you mean by "Status Holder"?  

 (ii) Who are eligible for recognition as Status Holder?  

 

Ans. Status Holder: meaning thereof 

Status Holder means an exporter who has been granted ‘status certificate (based on his export performance)’ in terms of FTP.  

FTP provides for recognition of exporters as ‘Status Holder’ when he achieves a particular specified level of export performance. 
For recognition of status, export performance of (current year* plus preceding 3years) is considered. (in respect 
of Gem & Jewellery sector, export performance of (current year and preceding 2 years) is considered. 

 
*Note: Current year means the year in which the application is being filed. 
. 

For example: If an application is filed on 30th June, 2016, then the current year export comprises of exports made between April, 2016 
to June, 2016 (3 months). The export performance will be counted on the basis of FOB value of export earnings in free foreign exchange.  

 

Exporter needs to apply to DGFT for getting recognition of ‘status holder’. Once recognized as ‘status holder’, exporter becomes 

eligible for grant of certain benefits/ concessions/ relaxations (like relaxation from furnishing bank guarantees or letter of 
undertaking). 

 

Different types of Status Holder 

Following are the different recognitions, which can be given to the exporter: 

Status 
EXPORT PERFORMANCE FOB Value / FOR Value (as converted)*  

(Current Year + Preceding 3 licensing years **) 

 

1 Star EXPORT HOUSE 30,00,000 USD 

2 Star EXPORT HOUSE 2,50,00,000 USD 

3 Star EXPORT HOUSE 10,00,00,000 USD 

4 Star EXPORT HOUSE 50,00,00,000 USD 

5 Star EXPORT HOUSE 200,00,00,000 USD 

 

 Persons eligible for recognition as Status Holder: 

 It shall be noted that Merchant Exporters, Manufacture Exporters, Service Providers, EOU, Units in EHTP/STP/BTP, SEZ Units 

are eligible for recognition as Status Holder. 



 

 

 

Author  
. 

How to reckon EXPORT PERFORMANCE  (EP)? 

o Achievement of export performance : 

a) In case of Gem & Jewellery Sector: - during CY + previous 3 FY; 

b) In any other case: during CY + previous 2 FY 

 

o Computation of export performance : 

a) EP is counted on the basis of FOB value of export earnings in free foreign exchange. 
. 

b) For deemed export, FOR value of exports in Indian Rupees shall be converted in US $ at exchange rate notified by CBIC, as 
applicable on 1st April of each FY. 

 

o Export performance is necessary in 2 out of 4 years: 
. 

Illustration: 

Suppose, Mr A = Manufacturer of ‘Jewellery’ 

1. For getting status recognition, he shall achieve export performance in Current year (in which application for status recognition will 
be filed by him) + previous 3 licensing years. 

2. Suppose, he is submitting ‘Application for status recognition (ANF-3C) on 30th June, 2018, then current year export comprises of 
exports made between April, 2018 to June, 2018.  

3. Let suppose he is applying for recognition as ‘1 Star Trading House’. Then, he must fulfill condition of achievement of export 
performance of 30,00,000 USD during CY (FY 2018-18 (3 months- period upto time of submission of application) and also in 
previous 3 licensing years (FY 2017-18, 2016-17, 2015-16). 

4. Thus, if he has exports (FOB value) of Rs 30,00,000 and above in [each of Preceding 3 FY and also in current year (upto date of 
making application), then he will be given recognition of ‘1 Star Traded House’ 

 
Exports which are not counted in Export Performance 

 Exports made on re-export basis 
Suppose, Mr A = Manufacturer of ‘toys’ 

 April, 20XX: Exported goods worth Rs 30 lakhs 

 May, 20XX: Sales return and goods re-imported into India 

 June, 20XX: Same goods now being re-exported  -- Now, these will not be considered towards export performance 

 
Exports which are counted in Export Performance 

 Deemed Exports are counted towards export performance 
Suppose, Mr A = Manufacturer of ‘toys’ 

 Sale/supply of goods to buyer in USA = ACTUAL EXPORT – counted towards export performance 

. 

 Sale/supply of goods to 100% EoU / Other Authorization holder (who are entitled to duty-free import) = DEEMED EXPORT – will 
also be counted towards export performance. 

 [For deemed exports, FOR value of exports in Indian Rupees shall be converted into US$ at the exchange rate 
notified by the CBEC, as applicable on 1st April of each FY] 

 

*Clubbing provisions for determining status: 
o Holding Company exports and Subsidiary Company exports shall be clubbed. 

. 

o Exports of EoU unit / SEZ unit can be clubbed with export of its DTA unit. 

. 

 
Privileges 

General Privileges 
 Authorizations are issued on self-declaration 

basis 

 Fixation of input-output norms within 60 days 

 Exemption from furnishing bank guarantees 
under FTP Scheme 

 Entitled to obtain Annual Advance Authorization 

 

Special Privileges:  

 3 star / 4 Star / 5 Star Status Holder shall be entitled to get benefit of ACP as 

per the guidelines of CBEC.  

 Manufacturers who are 3 star / 4 Star / 5 Star Status Holder will be enabled to 

self-certify their manufactured goods as originating from India with a view to 

qualify for preferential treatment under different PTA (Preferential Trade 

Agreements), FTA (Free Trade Agreement), CECA (Comprehensive Economic 

Partnership Agreements). 

. 
 

  

16. Two exporters namely, Red Sky Ltd and Black Night Ltd. have achieved status of 1 Star Export House and 2 Star 

Export House respectively in the FY 2016-17. 

 Both the exporters have been regularly exporting goods every year. What would have been the minimum export 
performance of the 2 exporters to achieve such status? 



 

 

Ans. Both the exporters want to establish export warehouses wherein goods may be deposited without payment of 
duty in accordance with applicable guidelines. Whether both are eligible to establish export warehouses. 
 

Minimum export performance of 1 Star Export House and 2 Star Export House 
Status Recognition depends upon export performance. An applicant is categorized as status holder upon achieving export 
performance as indicated in table below: 

Status EXPORT PERFORMANCE FOB Value  

1 Star EXPORT HOUSE 30,00,000 USD 

2 Star EXPORT HOUSE 2,50,00,000 USD 

3 Star EXPORT HOUSE 10,00,00,000 USD 

4 Star EXPORT HOUSE 50,00,00,000 USD 

5 Star EXPORT HOUSE 200,00,00,000 USD 

The export performance is counted on the basis of FOB Value of export proceeds realized during current year and previous 2 
years. 

 
In view of above discussion, minimum FOB value of exports made by 2 exporters shall be as follows: 

1) Red Sky Ltd having recognition of ‘1 star export house’ must be having minimum export performance of 30,00,000 USD in 
the current year (2016-17) and preceding 3 years; 

2) Black Night Ltd having recognition of ‘2 star export house’ must be having minimum export performance of 250,00,000 

USD in the current year (2016-17) and preceding 3 years; 

 
Eligibility for establishment of EXPORT WAREHOUSES 
2 Star and above export houses are eligible to establish export warehouses as per Department of Revenue guidelines. Therefore, 
Black Night Ltd being ‘2 star export house’ is eligible to establish an export warehouse. 

 
 

REWARD SCHEMES 
 

17. What are the 2 Duty Credit Schemes under new FPT 2015-20. 

 

Ans. Following are 2 duty credit scheme under new FTP 2015-20 — 

(1) Merchandise Export from India Scheme (MEIS); 

(2) Service Export from India Scheme (SEIS); 

 
Scrip : Entitlement, issuance, Utilization (Fast track revision) 

 Export of GOODS specified in Appendix 3B / SERVICES specified in Appendix 3D 

 Stating 'Declaration of Intent' on the Shipping Bill* 

 Collecting proof for landing of exported goods at destination Country** 

 Realization of export proceeds 

 Filling application with DGFT Authorities for Scrip (within due date prescribed under para 3.15 of HBP (MEIS) or extended 
period as per Para 9.02 of HBP) 

 Issuance of scrip by DGFT Authorities (within 3 days) 

 Utilization of scrip (within 18 months)*** 

 Revalidation of scrip (If expired under the custody of Customs / Regional Authority (RA) of DGFT) 

 Completion of utilization of scrip 

* Not applicable for service exports under SEIS Scheme. 
** Applicable only for export of goods as benefits are provided based on destination country. 
*** Scrip holder instead of utilizing can sell/transfer to some other person also.  

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

18. What are the basic differences between 2 Schemes : MEIS and SEIS. 

 

Ans. 

 Merchandise Export from India Scheme Service Export from India Scheme 

Objective To promote the manufacture and export of 
notified goods/products 

To encourage and maximise export of notified 
services from India 

 

Eligible 
Exporter 

Exporter must have IEC. Exporter must have IEC at the time of rendering of 
service. 

Further, service provider shall also fulfill ‘minimum 
foreign exchange earning criteria’ for the 

preceding year. In case of individual SP, it shall 
be US$10,000 and in case of others SP, it shall be 

US $15,000. 

 

Meaning of 
Export 

Supply of goods outside India. Supply of services outside India (CROSS 
BORDER TRADE) as well as supply of services in 

India to service consumer of other countries 
(CONSUMPTION ABROAD) 

 

 HOWEVER, supply of goods to SEZ is not 

eligible for MEIS benefit. 

 HOWEVER, supply of services to SEZ is not 

eligible for SEIS benefit. 

Value of Scrip Issued 
  

 Specified 
% 

(2% / 3% / 5%) 

 

(3% / 5%) 

 



 

 

 % varies depending upon which goods 

is exported and to which country. 

 Countries have been classified into 2 

Groups- Group A Country, Group B 
Country and Group C Country.  

 Since value of scrip may vary with 
reference to country of export, 
exporter is required to submit 
‘LANDING CERTIFICATE’ for 
claiming MEIS. 

. 

 % Varies depending upon which service is 

exported  

 

 

 

 Apply on FOB Value of Exports Net Forex earnings 

. 

Gross Forex Earning from services XXX 

Less: Related expenses, payments (XX) 

Net Forex Earning XXX 

. 

Utilization of 
Scrip  (Scrip has 

to be utilized 
within 24 months) 

MEIS scrip can be utilized for payment duty 
free procurement of goods / services 

 

. 

MEIS scrip can be utilized for payment duty free 
procurement of goods / services 

 

 

Transferability MEIS Scrip is freely transferrable SEIS scrip is also freely transferrable. 

 

 
Author: 

Mr A got MEIS / SEIS Scrip: He sold it to Mr B. Mr B utilized it for duty free import in terms of E/N 24/2015-Cus. 

1. MEIS / SEIS scrip is transferrable. 

2. Sale of Scrip = Sale of movable property = GST payable – applicable rate is Nil at present – so, effectively no tax burden on sale 

a. Scrip can be transferred by mere sales invoice raised by scrip holder evidencing the transfer of scrip to some other person. 
[DGFT Policy Circular] 

. 

3. Purchase of scrip shall verify the genuinity of scrip (‘Buyer Beware’).  

Consider following situation: 

a. Purchaser of scrip import goods and cleared them utilizing his scrip. 

b. Later on, it was found by DGFT that scrip was obtained by ‘original allottee / exporter’ by way of submission of fake 
documents (like fake landing certificate, fake bank realization certificate) and DGFT cancels the scrip. 

c. Post such cancellation, Customs Officer will initiate recovery action for recovery of duty which has not been paid.  

d. Such recovery action shall be taken against – SCRIP PURCHASER (who import the goods) or SCRIP ALLOTTEE. 

i. Sec 28 of Customs Act, 1962 provides for recovery of short-levy of import duty. Thus, recovery action can 
be taken against importer. 

ii. But since, it was original allottee who obtained scrip by fraudulent means, Sec 28-AAA has been 
inserted in Customs Act which empowers CG to take recovery action against the original allottee of scrip.  
(Sec 28-AAA has been borrowed by Central Excise Act, 1944 and FA, 1994) 

 

  

19. Is there any time limit for making application for MEIS / SEIS scrip. 

 

Ans. 

Scheme Time Limit 

MEIS Claim for scrip under MEIS can be submitted shipment wise. 

 

Last date for filing such claim shall be Later of the following 2 dates: 

. 

a) 12 months from the date of Let Export Order(LEO); 
 

b) 3 months from date of 
- uploading of EDI Shipping Bills onto the DGFT server by Customs 

- Printing of shipping bills for Non-EDI Shipping Bills 

. 

SEIS Claim for scrip under SEIS can be submitted on annual basis. 



 

 

 

Last date for filing such claim shall be 12 months from the end of the relevant financial year of claim 

period. 

 

 

  

Merchandise Export from India Scheme (MEIS) 
 

20. Zevar Ltd. is a manufacturer of gold jewellery. It wants to apply for MEIS. Suitably advice. 

 

Ans. Gold, silver, platinum and other precious metals in any form, including plain and studded Jewellery falls under ineligible category 

of exports under MEIS. Hence, Zevar Ltd. cannot apply for the same. 

 

  

21. Whether SEZ Unit is entitled to reward under MEIS in respect of exports made by it? 

 

Ans. Yes, FTP 2015-20 has extended the benefit of rewards under MEIS to SEZ unit also. 

 

  

22. Determine reward under Merchandise Exports from India Scheme (MEIS) from the following particulars (rate of 

reward may be taken to be 7%) : 

(1) Goods X - FOB Value declared in shipping bill is Rs. 5,00,000. FOB value realized due to exchange gains : Rs. 

5,10,000. 

(2) Goods Y - FOB Value declared in shipping bill is Rs. 2,00,000. FOB value realized due to exchange loss : Rs. 
1,98,000. 

(3) Exports of Product 'X' through e-commerce Platform** - FOB Value Rs. 30,000. 

(4) Exports of Products 'Y' through e-commerce Platform** - FOB Value Rs. 22,000 

(5) Supplies of goods made to SEZ units : Rs. 50,000 

(6) Export of cereals : FOB Value Rs. 1,75,000 

 

Ans. The MEIS reward is a computed below — 

  (amount in Rs.) 

(1)  Goods X (FOB Value realized or FOB value in shipping bill, whichever is lower is to be taken) 5,00,000 

(2)  Goods  Y (FOB value realized or FOB value in shipping bill, whichever is lower is to be taken) 1,98,000 

(3)  Exports of Product 'X' through e-commerce Platform - FOB Value Rs. 30,000 (For MEIS 
computation, value is to be limited to Rs. 25,000) 

25,000 

(4)  Exports of Product 'Y' through e-commerce Platform with FOB Value Rs. 22,000 (For MEIS 
computation, value is to be limited to Rs. 25,000) 

22,000 

(5)  Supplies of goods made to SEZ units : Rs. 50,000 (Not eligible for MEIS) Ineligible 

(6)  Export of cereals FOB Value Rs. 1,75,000 (Not eligible for MEIS) Ineligible 

 Total 7,45,000 

 MEIS reward @7% 52,150 

 

E-commerce: as defined in FTP 2015-20      [Inserted in 2016] 
. 

"E-commerce" means buying and selling of goods and services including digital products, conducted over digital and 
electronic network.  
For the purposes of MEIS, e-commerce shall mean the export of goods hosted on a website accessible through the internet to a 
purchaser. While the dispatch of goods shall be made through courier or postal mode, as specified under the MEIS, the payment for 
goods purchased on e-commerce platform shall be done through international credit / debit cards and as per the relevant circular of 
Reserve Bank of India. 

. 

 

 

Service Export from India Scheme (SEIS) 



 

 

 

23. XYZ Ltd., Delhi, with an active IEC, has provided research and development services on natural sciences* to a 
US based company in the current financial year. It has earned net foreign exchange to the tune of USD 14,000 

in the preceding financial year. Can XYZ Co. Ltd. avail the benefit of SEIS with respect to services provided by 
it? 

 *Notified for availing benefit under Service Exports from India Scheme (SEIS) 

(RTP May, 2016)  
,. 

Ans. In order to be eligible for duty credit scrip entitlement under Service Exports from India Scheme (SEIS):- 

 (i) Service provider must be located in India. 

 (ii) It must provide only notified services in specified manner. 

 (iii) An individual service provider/Sole-proprietorship should have minimum net foreign exchange (NFE) earnings of USD 

10,000 and a service provider other than individual/Sole-proprietorship should have minimum NFE of USD 15,000, in 
preceding financial year 

 (iv) It must have an active IEC at the time of rendering such services for which rewards are claimed. 

 Although conditions (i) to (iii) are fulfilled in case of XYZ Co. Ltd., it is still not eligible for SEIS as it has failed to achieve 
the minimum net foreign exchange earnings of USD 15,000 in the preceding financial year. 

 

24. Examine whether benefit of SEIS can be availed in the following cases : 

(i) Foreign Exchange earned by Mr. Aniket, a service provider, in the preceding year is $ 8,000. 

(ii) Foreign exchange earned by Mr. Samrat, a manufacturer, in the preceding year is $13,000. 

(iii) X and Y Brothers, a firm, has earned foreign exchange to the tune of $13,000 in the preceding year. 
 

 The services provided by all the above service providers are eligible for the Scheme. 

 

Ans. A service provider located in India who earned the following amount of free foreign exchange in the preceding year shall be 

eligible to claim scrip under SEIS: 

(a) SP, being an individual or proprietorship concern -- $10,000 

(b) Other SP -- $ 15,000 

  

 In the light of the above provisions, the cases are examined as under : 

(i) Mr. Aniket is not eligible for SFIS Scheme as his foreign exchange earnings are less than Rs. 5 lakh (minimum limit for 

individuals). 

(ii) SEIS is available only for service providers. Manufactures are not entitled for this Scheme. Thus, Mr. Samrat cannot avail 

the benefit of SEIS. 

(iii) X and Y Brothers (Firm) is not eligible for SEIS as their foreign exchange earnings does not exceed $15,000 (minimum 
limit for FIRM). 

  

25. Foreign exchange earned by Mr. Aniket, a service provider, in the preceding year is $11,000 (out of which $2,000 
is earned through international credit card). Can he apply for SEIS? 

 

Ans. For individual service provider, minimum free foreign exchange earnings shall be $10,000 (net earning). Free foreign exchange 

earned through International Credit Cards and other instruments as permitted by RBI for rendering of service are also be taken 
into account for computation of net fore earning. Hence, Mr. Aniket can apply for SEIS. 

 

26. George Inc., a US based company, sought architectural services from ABC India Pvt. Ltd. with regard to its newly 
established business in New York in April, 2018.  ABC India Pvt. Ltd. charged US $ 50,000 as a consideration for 

the architectural services provided to George Inc.  In addition, ABC India Pvt. Ltd. also exported goods worth 
US $ 15,000 to George Inc. and received the entire consideration of US $ 65,000 on 28.04.2017. 

 Discuss the eligibility of ABC India Pvt. Ltd. for duty credit scrip entitlement under SEIS. 

     Notes: 

 (i)    ABC  India  Pvt. Ltd.  has  an active  IEC/PAN at the time  of rendering such services. 

 (ii)    Net Foreign Exchange earnings of ABC India Pvt. Ltd. in the financial year 2017-18 is US $ 16,000. 

 (iii)   Notified rate of reward for architectural services is 5%. 

[ICAI RTP Nov 2015] 



 

 

Ans. ABC India Pvt Ltd. = Eligible to claim reward under SEIS (as fulfilling all the requisite conditions) 

 Scrip = 5% of ‘Net Forex earning’ = 5% of $50,000 = $ 2,500 

 

27. DEF Ltd is running hospitals into India. Foreign residents visiting India for medical treatment and paying in 

foreign exchange for services. Whether DEF Ltd. can claim benefit under SEIS, if it is having acting IEC?  [PY 
foreign exchange earned = $ 2,00,000] 

 *Note: Service provided in India to foreign tourist = Export under SEIS 

 

Ans. DEF Ltd. = Eligible to claim reward under SEIS (as fulfilling all the requisite conditions) 

(i) It is located India: 

(ii) It is providing services from India to service consumers of other country in India: 
(iii) It is satisfying minimum foreign exchange earning criteria of $15,000. 

 It is having active IEC number at time of rendering such services. 

 

28. George Inc., a US based company, sought architectural services from ABC India Pvt. Ltd. with regard to its newly 

established business in New York in April, 2016.  ABC India Pvt. Ltd. charged US $ 50,000 as a consideration for 
the architectural services provided to George Inc.  In addition, ABC India Pvt. Ltd. also exported goods worth 

US $ 15,000 to George Inc. and received the entire consideration of US $ 65,000 on 28.0 4.2015. 

 Discuss the eligibility of ABC India Pvt. Ltd. for duty credit scri p entitlement under the Service Exports from 

India Scheme (SEIS). 

 Notes: 

 (i) ABC  India  Pvt. Ltd.  has  an active  Importer  Exporter  Code  (IEC) at the time  of rendering such services. 

 (ii) Net Foreign Exchange earnings of ABC India Pvt. Ltd. in the financial year 2015-16 is US $ 16,000. 

 (iii) Notified rate of reward for architectural services is 5%. 

 Will your answer be different if ABC India Pvt. Ltd. had provided telecom services to George Inc.? 

[ICAI RTP Nov 2015] 

        

Ans. Thus, ABC Ltd. is eligible for benefit of SEIS.  

 

29. BMR ltd., a service exporter of specified service, having net free foreign exchange earning or US@20,000 during 

preceding financial year, requires you to compute its duty credit scrip entitlement for the current financial year 
under the Service Exports from India Scheme (SEIS). 

 The company has provided / supplied specified service during current year as follows — 

(1) Supply from India to US : $ 30,000 

(2) Supply from India to service consumer of US in India : $ 12,000 

(3) Supply from India through commercial branch in a city of US : $ 8,000 

(4) Supply from India through presence of employees in another city of US : $ 6,500. 

 

 The total expenses / payments of BMR Ltd. relating to aforesaid supplies are 5% of gross receipts in foreign 

exchange and another 10% of gross receipts in India rupees  

 

 BMR Ltd. also informs that it has received loans of $ 5,000 from US; 

 Notified rate for service provided by BMR Ltd. is 5%. 

 
Ans. BMR Ltd. is eligible for SEIS benefit, as its NFE (net free foreign exchange earning) during preceding financial 

year was US $20,000 (i.e., above the requisite threshold limit of $15,000) 
. 

 Gross ($) Expenses in 
foreign 

exchange ($) 

NFE of current 
year ($) 

Supply from India to US - Eligible 30,000 5% i.e., 1,500 28,500 

Supply from India to service consumer of US in India - Eligible 12,000 5% i.e. 600 11,400 

Supply from India through commercial branch in a city of US Ineligible Ineligible Ineligible 



 

 

Supply from India through presence of employees in another city 
of US 

Ineligible Ineligible Ineligible 

Loans from US Ineligible Ineligible Ineligible 

Total 42,000 2,100 39,900 

Credit scrip entitled @5% of $ 39,900   1,995 

 

  

30. Answer the following questions with reference to the provisions of SFIS Scheme : 

(i) Rishita provides services eligible for SEIS Scheme. She wants to sell SEIS scrip earned by her. Can she do 
so? 

(ii) Can a service provider, instead of importing the inputs, source the same indigenously without payment of 

excise duty? 

(iii) Whether the material procured using the scrip issued under SEIS Scheme is transferrable? 

 

Ans. (i) YES. SEIS scrip is freely transferrable. 
  

 (ii) Yes. Utilization of duty credit scrip is permitted for payment of excise duty for procurement from domestic sources, of 
items permitted for imports under SFIS Duty Credit Scrip. 

 

 (iii) YES, material procured using SEIS scrip is also freely transferrable. 

 

 

EXPORT PROMOTION SCHEMES 
 

 

REMISSION SCHEMES - DBK 
 

31. Briefly explain the different types of Drawback rates. 

 

Ans. DBK is granted as per any of following rates: 

All Industry Rates [AIR] 

[Rule 3 of Customs &  Central 

Excise Duties Drawback Rules, 

2017] 

 AIR fixed for most of the export products. 

 It is based on the average quantity and value of inputs duties (customs duties 

and central excise duty) suffered on a particular product. 

 DBK is directly credited into bank account after shipment. 

 Processing of DBK is fast as the rates are notified. 

 

Brand Rate [BR] 

[Rule 6 of Customs &  Central 

Excise Duties Drawback Rules, 

2017] 

 For export of items where AIR is not fixed, exporter may apply for fixation of 

DBK rates. He shall make application within 3 months of ‘LEO’ 

 Rate of DBK fixed/determined in such cases is commonly known as ‘Brand Rate 

of DBK’ and is applicable to a particular exporter. 

 

Special Brand Rate [SBR] 

[Rule 7 of Customs &  Central 

Excise Duties Drawback Rules, 

2017] 

 SBR is available in those cases where the amount of DBK (available by 

application of AIR) is less than 4/5th of the actual duties/taxes suffered by the 

exporter. 

 Exporter may apply for fixation of DBK rates. He shall make application within 3 

months of ‘LEO’. 

 This rate is applicable to a particular exporter. 

 

 

EXEMPTION SCHEMES- REMISSION SCHEMES 
 

32. What is the basic difference between 'Duty Exemption Schemes' and ‘Duty Remission Schemes' under Foreign 
Trade Policy (FTP)? Name the schemes available under these two schemes for FTP 2015-20. 



 

 

 (CA Final, Nov 2014- 4 Marks)  

Ans. Under duty exemption schemes, exporter can import the inputs duty free for export production.  

 However, under duty remission scheme, duty on inputs used in the export product is either replenished or remitted.  
 

The two duty exemption schemes are:  

1. Advance Authorization Scheme  

2. Duty Free Import Authorization Scheme (DFIA)  

 

The two duty remission schemes are:  

1. Duty Drawback (DBK) Scheme  

2. Duty Entitlement Passbook (DEPB) Scheme (abolished with effect from 01.10.2011)  

 

 

EXEMPTION SCHEMES- AA & DFIA 

 
 

AA [Duty-free imports (take EO) + Subsequent Exports (get EODC)]  
. 

1)   Advance Authorization enables an exporter to import duty free inputs* required for manufacture of the Export Product.  
. 

Eligible Inputs 

 Only those inputs, which are physically incorporated in export product, are allowed duty free import under this 

scheme.  

 In addition, fuel, oil, catalyst which is consumed / utilized in the process of production of export product, may also be 

allowed . 

 

2)   Inputs so procured duty free shall carry an obligation to manufacture and export final product, failing which exporter shall be 
liable to action (recovery + interest + penalty etc) under FTP. 

. 

EXPORT OBLIGATION:   

 EO under AA is in terms of quantity as well as value. 
. 

 EO in terms of QUANTITY:  

o It will be subject to norms prescribed under in SION (Standard Input Output Norms) as notified by DGFT. 
o Where DGFT has not notified SION for any particular import and export product, the EO can also be subject to ‘Ad -hoc 

norms’ as prescribed by the Norms Committee on request by the Authorization Holder.  
. 

 EO in terms of VALUE:  

o EO in terms of value will depend on the minimum value addition prescribed for the export product.  
o In general, 15% value addition is prescribed for all the export products, unless different value addition terms are 

prescribed by DGFT. 

. 

AA is issued with ACTUAL USER CONDITION : Advance Authorization and/or materials imported thereunder shall NOT be 
transferrable. 

 

33. What are the purposes for which Advance Authorization can be issued?  

 

Ans. Advance Authorization can be issued to manufacturer exporter or merchant exporter tied to a supporting manufacturer for 

1. Physical export; 

2. Deemed Export supply; 

 

34. Answer the following with reference to FTP. 

 (i) Bestron Ltd. manufactures goods by using imported inputs and supplies the same under Aid Programme 
of the United Nations. The payment for such supply is received in free foreign exchange. Can Bestron 

Manufacturers seek Advance Authorization in relation to the supplies made by it ? 

 (ii) LMN ltd. has imported inputs without payment of duty under Advance Authorization. The CIF value of 
such inputs is Rs. 20,00,000. The inputs are processed and final product is exported. The exports made by 
LMN Ltd. are subject to general rate of value addition prescribed under Advance Authorization Scheme. 

No other input is being used by LMN ltd. in processing. What shold be minimum FOB value of the exports 
made by the LMN ltd. as per the provisions of Advance Authorization ? 



 

 

 (iii) X Ltd. imports goods worth Rs. 10 lakh free of cost from Y Inc. of US under advance authorisation. It also 
imported goods worth Rs. 30 lakhs under AA. The resultant product is supplied to Y Inc. of US at FOB 

value Rs. 36 lakhs. Determine whether aforesaid export is eligible export under AA. 

 

Ans. The answer is as follows — 

 (i) Yes. Advance Authorization can be issued for supplies made to UN or under Aid Programme of the United Nations or 
other multilateral agencies and such supplies need to be paid for in free foreign exchange. Therefore, Bestron Ltd. can 

seek an Advance Authorization for the supplies made by it. 

 (ii) FOB Value Rs. 23 lakhs. Advance Authorisation necessitates exports with a minimum value addition of 15%. Hence, 

export value must be = Rs. 20 lakh import value + 15% value addition = Rs. 23 lakhs. 

 (iii) Minimum VA is fulfilled : In case of free of cost imports from foreign buyer (here, M/s Y Inc.), the notional value of 
imports is added to purchases / sale both, i.e., — 

 FoB value of exports = Rs. 36 lakh + Rs. 10 lakh = Rs. 46 lakh; and 

 CIF value of imports = Rs. 30 lakhs + Rs. 10 lakh = Rs. 40 lakh. 

 The minimum value-addition criteria = 15% of 40 lakh = Rs. 6 lakh and the same is met, as export value is Rs. 46 lakhs (40 + 
6 = 46  lakhs). However, X Ltd. can be asked to realize only Rs. 36 lakhs. 

 

35. Answer the following questions with reference to the provisions of Foreign Trade Policy : 

(i) XYZ Ltd. has imported inputs without payment of duty under Advance Authorization. The CIF value of such 
inputs is Rs. 10,00,000. The inputs are processed and the final product is exported. The exports made by 

XYZ ltd. are subject go general rate of value addition prescribed under Advance Authorization Scheme. No 
other input is being used by XYZ ltd. in the processing. What should be the minimum FOB value of the 

exports made by the XYZ Ltd. as per the provisions of Advance Authorization? 

(ii) 'A' has used same duty paid inputs in its export products. However, for the rest of the inputs, he wants to 

apply for the Advance Authorization. Can he do so? Explain. 

 

Ans. (i) Advance Authorization necessitates exports with a minimum value addition of 15% value addition (VA). 

  VA = [(A-B)/B x 100] 

  A = FOB value of export realized, B = CIF value of inputs covered by authorization. 

  Therefore, the minimum FOB value of the exports made by XYZ Ltd. should be Rs. 11,50,000. 

 

 (ii) Yes, 'A' can do so. In case of part duty free and part duty paid imports, both Advance Authorization and drawback will 

be available. Drawback can be obtained for any duty paid material, whether imported or indigenous, used in goods 
exported, as per drawback rate fixed by DoR, Ministry of Finance (Directorate of Drawback). 

 

36. Whether statement is true or false : 

 In case of Annual advance authorization, maximum entitlement in terms of CIF value of imports shall be upto 

500% of the FOB value of physical export and/or FOR value of deemed export in preceding licensing year or Rs. 
1 crore, whichever is higher. 

 

Ans. False. In case of annual advance authorisation the maximum entitlement in terms of CIF value of imports shall be upto 300% 

of the FOB value of physical export and/or FOR value of deemed export in preceding licensing year or Rs. 1 crore, whichever 
is higher. 

 

37. State the important differences between ‘AA’ and ‘DFIA’ . 

 

Ans. 

 AA Scheme DFIA Scheme 

Coverage of 

material 

 Inputs which gets physically 
incorporated under the export 
product 

 Fuel 
 Oil  
 Catalyst 

 Inputs required for production of export 
goods 

 Oil  
 Catalyst 
 

(FTP 2015-20) 



 

 

Fuel cannot be imported under the new 

DFIA.  

. 

Actual User 
Condition  

Not Compulsory Compulsory 

Type Pre-export [Pre-Export] as well [Post Export] 

 

Value Addition 

Norms 

> = 15%  (in general) > = 20%  (in general) 

 

SION Norms 
Fixed 

Scheme is applicable Scheme is applicable. 

SION Norms Not 

Fixed 

Scheme is applicable. Scheme is not applicable. 

 

Transferability AA / materials imported therein are 

non-transferrable. 

If DFIA is on post-export basis, AA / materials 

imported therein are transferrable*, after 
fulfilling export obligations. 

 

  

38. XYZ ltd. has imported inputs without payment of duty under DFIA. The CIF value of such inputs is Rs. 10,00,000. 
The inputs are processed and the final product is exported. The exports made by XYZ Ltd. are subject to general 

rate of value addition prescribed under Advance Authorization Scheme. No other input is being used by XYZ Ltd. 
in the processing. What should be the minimum FOB value of the exports made by the XYZ Ltd. as per the 

provisions of Advance Authorization? 

 

Ans. DFIA necessitates exports with a minimum value addition of 20% value addition (VA). Therefore, the minimum FOB value of 

the exports made by XYZ Ltd. should be Rs. 12,00,000. 

 

 

39. Discuss briefly the similarities and differences between Advance Authorisation and DFIA (Duty Free Import 
Authorisation) Schemes. 

(CA Final May 2018- 4 Marks) 

Ans. Similarity: In both the schemes, duty free import of inputs, oil and catalyst required for export products is permitted. 

  

Differences: Referred above table 

 

40. Jigsaw Puzzle has imported inputs, having CIF value of Rs. 25,00,000 without payment of duty under Advance 

Authorisation. Inputs are supplied free of cost valued at Rs. 5,00,000 to meet eventualities of quality issues 
arising during manufacture. 

  On manufacturing, the products are supplied to units in SEZ and realisation is in Indian currency. 

  Jigsaw Puzzle wants to know whether it is entitled to Advance Authorisation scheme and what should be the 
minimum value addition. And you are required to compute FOR value of supplies to SEZ. 

  Jigsaw Puzzle has manufactured and supplied goods to international organisations in India from imported inputs 
for their office use. The payment for such supply is received in Indian currency. Can Advance Authorization be 

denied as payment has not been received in free foreign exchange.? 

(CA Final, May 2018 - 4 Marks) 

Ans.    Advance authorisation (AA) can be issued for supplies made to SEZ units (as supplies made to SEZ units are considered as 
physical exports). The minimum value addition required to be achieved under AA is 15%. The FOR value of supplies made to 

SEZ units is computed as under: 

  Value addition = (FOR value of supply received – CIF value of inputs/CIF value of inputs) x 100 

  Notional value of free of cost inputs supplied by foreign buyer needs to be added to the CIF value of imported inputs to compute 

FOR value of the supplies made to SEZ units. FOR value of supplies made to SEZ units = 30,00,000 x 115% = Rs. 34,50,000 

  Jigsaw Puzzles will, however, be not eligible for AA as the payment from SEZ unit is not realized from its Foreign Currency 

Account. 



 

 

  Supply of goods to international organizations in India from imported inputs for their office use is a deemed export eligible for 
grant of AA. However, AA can be issued only when the payment for such deemed exports is realized in free foreign exchange. 

 

 

EPCG SCHEME 
 

 

EPCG [Duty-free imports (take EO) + Subsequent Exports (get EODC)]  
. 

1)   EPCG Authorization enables an exporter to import duty free CG* required for manufacture of the Export Product.  

[Exporter of service can also obtain EPCG Authorization] 
. 

Eligible CG 

 capital goods for use in pre-production, production and post-production.  

 Only New Capital goods  

 

2)   CG to be used for manufacture for export goods. 
. 

EXPORT OBLIGATION:   

 EO under EPCG is in terms of value. 
. 

 EO in terms of VALUE:  

o SEO (Specific Export Obligation) = 6 times duty saved on import of CG  
      EO shall be achieved in period of 6 years into the following manner: 

 

 Period from the date of issue of Authorization Proportion of total export obligation 

1. Block of 1st to 4th year Minimum 50% 

2. Block of 5th and  6th year Balance 
. 

o AEO (Average Export Obligation), based on past export levels (Arithmetic mean of exports of last 3 
years) 

. 

EPCG is issued with ACTUAL USER CONDITION : EPCG Authorization and/or CG imported thereunder shall NOT be transferrable. 

 

  

41. A Ltd. is considering import of SECOND HAND capital good for use in manufacture and export of goods. Whether 
it can obtain EPCG Authorization in respect of second hand capital goods? 

 

Ans. EPCG Authorization is not allowed in respect of import of second hand capital goods. Thus, A ltd. cannot obtain EPCG 

Authorization in respect of intended import of second hand capital goods. 

 

  

42. X Ltd. has imported capital good under EPCG scheme. The total amount of duty saved amounted Rs. 2,00,000. 
Discuss its export obligation and the time limit to achieve the same. 

 

Ans. The benefit under EPCG  is subject to the condition that export obligation equivalent to 6 times of duty saved on capital goods 
imported under EPCG scheme is to be fulfilled in 6 years reckoned from Authorization issue-date. Thus, X Ltd. has to fulfill 

export obligation amounting Rs. 12,00,000 and the same must be achieved in 6 years. 6 years shall be counted from the 
‘Authorization Issue Date’ (and not date of import of capital goods) 

 
Author 

 How export performance is computed for purposes of EPCG? 

 

Import of capital goods under EPCG Scheme is subject to fulfillment of export obligation based on the actual duty 
saved amount on import of capital goods under EPCG. 

There are 2 export obligations (EO) imposed on the authorization holder,  

a) Specific Export obligation (SEO),:  

Duty free import of CG under EPCG is subject to an export obligation (EO) equivalent to 6 times of duty saved on import of CG  
and such EO shall be fulfilled in 6 years reckoned from date of issue of authorization.  

b) Average export obligation (AEO),  



 

 

EO (as mentioned above) shall be, over and above, the average level of exports achieved by the applicant in the 
preceding 3 licensing years for the same and similar products within the overall EO Period.  

 

For example: 

 Assume ‘A’ has export turnover of Rs 10 crores, 25 crores and 40 crores during the preceding 3 years. In 4 th year, 
he obtains EPCG Authorization and imports CG on import of which it saved duty of Rs 2 crores. 

. 

 SEO = 6 times duty saved on import of CG = 6 * 2 Crores = 12 Crores 
 AEO = 25 Crores  ( 10 + 25 + 40 / 3)  

Thus, EO for import under EPCG is Rs 18 crores (i.e., 6 times of duty saved) which is otherwise called as ‘SEO’ and average level of 
exports needs to be achieved by the authorization holder is Rs 25 crores, which is otherwise called as ‘AEO’.  

 
Is there any target period for achieving export obligation (EO)? 
 . 

Export obligation period (EOP) is a period prescribed under FTP within which export obligation imposed on authorization shall  be 
fulfilled by the EPCG Authorization holder. The EPCG Authorization holder shall, while maintaining the average export obligation 
(AEO), fulfill the specific export obligation over the prescribed block period in the following proportions:  

Period from the date of issue of authorization Minimum export obligation to be fulfilled 

Block of 1st to 4th Year 50% 

Block of 5th and 6th year Balance EO 

 
[Extension of export obligation period: Regional Authority of DGFT may consider request for EOP extension and it can be 
extended upto 2 years on payment of composition fee.] 

 

 

43. What would have been the export obligation (EO) in case X Ltd had opted for domestic procurement of CG? 

 

Ans. If X ltd had opted for domestic procurement of capital goods, then its export obligation would have been 75% of otherwise 

stipulated export obligation, i.e., 9,00,000 (75% of 12,00,000). 

 

Remember: The EO reduction (to 75%) on indigenous (domestic) sourcing is a step to promote ‘Make in India’ vision by 

encouraging use of indigenous manufactured goods. 

 

 [Expected] 

44. XP Pvt. Ltd., a manufacture, wants to import capital goods in CKD condition from a foreign country and assemble 
the same in India. The import of the capital goods will be under Project Imports. The capital goods will be used 

for pre-production processes. The final products of XP Pvt. Ltd. would be supplied in SEZ. XP Pvt. Ltd. wishes to 

sell the capital goods imported by it as soon as the production process starts. 
 

 XP Pvt. Ltd. seeks your advice whether it can avail the benefit of EPCG Scheme for importing the intended capital 
goods. 

 Note - Base your opinion on the facts given above assuming that all other conditions required for being eligible 
to the EPCG Scheme are fulfilled in the above case. 

 

Ans. Export Promotion Capital Goods Scheme (EPCG) permits exporters to procure capital goods at concessional rate of customs 

duty/zero customs duty. In return, exporter is under an obligation to fulfill the export obligation. Export obligation means 
obligation to export product(s) covered by Authorization/permission in terms of quantity or value or both, as may be 

prescribed/specified by Regional or competent authority. 

 

Eligibility of Import 
1) Import of CG in CKD condition is allowed. CG may be assembled in India. 

2) Capital goods may be for use in pre-production, production or post-production. Thus, capital goods intended for use in 

pre-production process is eligible. 

3) Import of capital goods under EPCG Scheme is subject to ‘actual user condition’. Capital goods importer under scheme are 
not allowed to be disposed off till export obligation is fulfilled. 

 

Obligation of Export Performance (EO) 
1) Under EPCG scheme, Export Obligation shall be ‘6 times’ of the duty saved. Duty saved would be difference between the 

effective duty under Project Imports and concessional duty under the EPCG scheme. 

2) Supply to SEZ is ‘eligible exports’ for purposes of EPCG Scheme.  



 

 

3) Export obligation shall be fulfilled. Till fulfillment of ‘export obligation’, capital goods cannot be disposed off.  

 

Therefore, based on the above discussion, XP Pvt. Ltd. can import the capital goods under EPCG Scheme. However, 

it has to make sure that it does not sell the capital goods till the export obligation is completed. 

 

  

45. Whether a service provider can also get benefit of EPCG Authorization? 

 

Ans. Yes, EPCG Scheme also covers service providers.  

 

  

DEEMED EXPORTS 
 

46. Define ‘Deemed Export’. 

 

Ans. ‘Deemed Export’ refers to those transactions in which goods supplied don't leave the country and payment for such 

supplies is received either in Indian Rupees or in free foreign exchange, but these transactions are deemed as exports. 

Supply of goods shall be regarded as ‘deemed export’ provided goods are manufactured in India. 
 

Author: 
Deemed Export = Supplies of 2 kinds: 
. 

SUPPLY BY THE MANUFACTURER 

(i) Supply of goods against Advance Authorization (AA) / Advance Authorization for Annual Requirement / DFIA;  

(ii) Supply of capital goods against EPG Authorization; 

(iii) Supply of goods to EOU /EHTP / STP / BTP 

(iv) Supply of marine freight containers by 100% EOU (i.e., domestic freight containers manufacturers) provided said containers 
are exported out of India within 6 months or such further period as permitted by customs;  

SUPPLY BY MAIN/ SUB CONTRACTOR 

(i) Supplies to project financed by multilateral or bilateral agencies/ fund; 

(ii) Supply of goods exempted under E/N 12/2012- Cus (permitting import at 0 customs duty, where supply is made under 
procedure of ICB); 

(iii) Supply of goods to United Nation or International Organizations; 

(iii) Supply of goods to Nuclear Power Projects; 

. 

 

47. Discuss with reference to FTP, whether the following statement is True or False : 

 (i) Supply of goods to Export  Oriented Units do not qualify as deemed exports. 

 

Ans. (i) False. Supply of goods to Export Oriented Units  (EOUs) shall qualify as deemed export.  [However, supply of goods to 
SEZ does not qualify as ‘deemed export’ as that is considered as real export due to express provisions of SEZ Act, 2005] 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

EOU SCHEME 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SEZ SCHEME 
 

48. Write short notes on Special Economic Zones (SEZs). 

 

Ans. 

 Special Economic Zone (SEZ) is specially demarcated area where units operate under a set of rules and regulations different 

from those applicable to other units in the country. The emphasis is on enhancing exports. 
 SEZ are like a separate island within the territory of India.  

 SEZs are projected as duty free area for the purpose of trade, operations, duty, and tariffs.  

 

The main motivating force for setting up SEZ is to boost exports by attracting both Indian and Foreign corporates 
to undertake investment in these areas. 

 

1) Promotion of exports of goods and services; 

 Export of goods and services without taxes 

 Providing exemption from duties and taxes on procurement; 

  

2) Development of infrastructure facilities; 

3) Promotion of investment from domestic and foreign sources; 

 

4) Generation of additional economic activity 



 

 

5) Creation of employment opportunities; 

 
Author:   
 All the import/export operations of the SEZ units is on self-certification basis.  

 The units in the Zone are required to be a net foreign exchange earner but they would not be subjected to any pre-determined 

value addition or minimum export performance requirements.  

 Sales in the Domestic Tariff Area by SEZ units are subject to payment of full Custom Duty and as per import po licy in force.  

 

 

49. a)  Which law governs 'Special Economic Zones' (SEZs) in India? 

 b)  While notifying an area as an SEZ, what guidelines should be considered by the Central Government?        

 

Ans. a) Special Economic Zones Act, 2005 governs the Special Economic Zone in India. 

 b) The central Government while notifying an area as an SEZ and discharging its functions under SEZ Act shall be guided 

by the following : 

1. Generation of additional economic activity 

2. Promotion of exports of goods and services 

3. Promotion of investments from domestic and foreign sources 

4. Creation of employment opportunities 

5. Development of infrastructure facilities and 

6. Maintenance of sovereignty and integrity of India, the security of the state and friendly relations with foreign states. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

60. State True or False: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

Miscellaneous 
 

50. Write short note on: Committee on Quality Complaints and Trade Disputes (CQCTD). 

 

Ans. Exporters need to project a good image of the country abroad to promote exports. Maintaining an enduring relationship with 
foreign buyers is of utmost importance, and complaints or trade disputes, whenever they arise, need to be settled amicably as 

soon as possible. Importers too may have grievances as well. In an endeavour to resolve such complaints or trade disputes 
and to create confidence in the business environment of the country, a mechanism is being laid down to address such complaints 

and disputes in an amicable way. 

 

 Complaints of the following nature will be considered:  

o Complaints received from foreign buyers in respect of poor quality of the products supplied by exporters from India;  

o Complaints of importers against foreign suppliers in respect of quality of the products supplied; and  

o Complaints of unethical commercial dealings categorized mainly as non-supply / partial supply of goods after confirmation 

of order; supplying goods other than the ones as agreed upon; non-payment; non adherence to delivery schedules etc  

 

 For resolving such disputes at a faster pace, a Committee on Quality Complaints and Trade Disputes (‘CQCTD’) has been 

constituted (in all regional officers of DGFT).  

 

 The CQCTD will be responsible for enquiring and investigating into all quality related complaints and other trade related 

complaints falling under the jurisdiction of the respective RAs. It will take prompt and effective steps to redress and resolve the 
grievances of the importers / exporters / overseas buyers, preferably within three months of receipt of the complaint. Wherever 

required, the Committee (CQCTD) may take the assistance of the Export Promotion Councils/FIEO/Commodity Boards or any 

other agency as considered appropriate for settlement of these disputes. 

 

 CQCTD proceedings are only reconciliatory in nature and the aggrieved party, whether the foreign buyer or the Indian importer, 

is free to pursue any legal recourse against the other erring party. 
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