Highlights of Annual Supplement to FTP 2009-2014

(New Benefit Scheme for Exporters and changes in existing schemes)

Refer Public notice — 80(RE 2010/2009-14) dated 13-10-2011

Special Bonus Benefit Scheme

1.

2.

3.

4.

The support is given to Engineering, Pharmaceutical and Chemical sectors.

The scheme would cover 50 products. Some of the major items under Engineering are cast article of
alloys steel and stainless steel, hand tools, gas compressors, motorcycles and goods vehicle. The list
under chemicals and pharma include carbon black, potassium iodide, niacin amide, erythromycin
and its derivatives, ciprofloxacine etc. The list of products at 6-digit/8 digit levels is given in the
newly created Table 8 in the appendix 37D of the FPS Scheme.

[A new Table 8 of Special Bonus Benefit is inserted in Appendix 37D, for exports made on or after 01.10.2011 till
31.03.2012. (Table 8 will be notified separately)].

This scheme will be available on exports made on or after 1.10.2011. The scheme would
automatically sunset on 31.3.2012.

The rate of duty credit is 1% of FOB value of exports.

Special Focus Market Scheme (SFMS)

The scheme would provide additional @1% duty credit when exports are made to these countries.
This duty credit is over and above the duty credit granted under FMS i.e. if a item covered under
FMS is exported to the countries listed under SFMS, then the total duty credit would be available
would be @ 4%.

The markets are categorized into three groups namely Latin American, African and CIS countries.
The countries are listed in new Table 3 of Appendix 37C. The total no of countries included under
the scheme is 41. The list includes Cuba and Mexico as new entrants. Therefore, exports to these
two countries would be entitled to duty credit scrip @4% of the FOB value of exports.

List of Latin American Countries include Argentina, Colombia, Costa Rica, Cuba, Ecuador, Haiti,
Mexico, Nicaragua, Panama Republic, Paraguay, Peru and Uruguay (Total 12 countries).

List of African Countries include Angola, Cameroon, Congo D. Republic, Congo P Republic, Cote
d’lvoire, Ethiopia, Gabon, Gambia, Ghana, Liberia, Madagascar, Malawi, Mali, Namibia, Rwanda,
Senegal, Sierra Leone, Sudan, Tunisia, Uganda, Zambia and Zimbabwe (Total 22 countries).

List of CIS Countries include Armenia, Azerbaijan, Belarus, Kazakhstan, Kyrgyzstan, Tajikistan and
Uzbekistan (Total 7 countries).

TABLE-3 SPECIAL FOCUS MARKET SCHEME

SNo. Focus Market Code Country Code  Country
(CIS COUNTRIES)
co1 AM ARMENIA

2 Cco2 AZ AZERBAIJAN




3 co3 BY BELARUS

4 Co6 Kz KAZAKHSTAN

5 co7 KG KYRGHYZSTAN

6 cos T TAJIKISTAN

7 C10 uz UZBEKISTAN
(LATIN AMERICAN COUNTRIES)

8 Lo1 AR ARGENTINA

9 LO4 EC ECUADOR

10 LOS PY PARAGUAY

11 LO6 PE PERU

12 LO7 Uy URUGUAY

13 L14 co COLOMBIA

14 L17 CR COSTA RICA

15 L18 PA PANAMA REPUBLIC

16 L20 NI NICARAGUA

17 21 HT HAITI

18 L32 cu CUBA

19 L33 MX MEXICO
(AFRICAN COUNTRIES)

20 A01 AO ANGOLA

21 A06 qY CAMEROON

22 A12 CPR CONGO P REP

23 A13 ET ETHIOPIA

24 A17 GA GABON

25 A18 GM GAMBIA

26 A21 cl COTE D' IVOIRE

27 A23 LY LIBERIA

28 A25 MG MADAGASCAR

29 A26 MW MALAWI

30 A27 ML MALI

31 A32 NA NAMIBIA

32 A35 RW RWANDA

33 A38 SN SENEGAL

34 A40 sL SIERRA LEONE

35 A45 N TUNISIA

36 A46 UG UGANDA

37 A47 CDR CONGO D. REP.

38 A48 ™M ZAMBIA

39 A49 W ZIMBABWE

40 A51 SD SUDAN

41 A52 GH GHANA

Focus Product Scheme

1. The list of items under FPS has been expanded to include 130 new additional items. These items are
mainly in the sectors of Chemical/ Pharmaceuticals, Textiles, handicrafts, Engineering and
electronics sector.



2. Important engineering items like other Ferro- chromium, insulated conductors, vending machines,
lithographic plates, and biomass gasifiers, fittings for doors and windows made of brass, name sign
plates have also been included in the list.

TABLE 4: NEW FOCUS PRODUCTS

Sr. No. FPS Product Code ITC (HS) Code Description

219 219 83024110 Fittings for Doors and Windows made of Brass

220 220 83024200 Other Fittings etc Suitable for Furniture

224 224 84051010 Biomass Gasifier (Producer Gas Generators)

225 225 84059000 Parts of Biomass Gasifier (Producer Gas Generators)

TABLE 7: FOCUS PRODUCT(S)/SECTOR(S) - BONUS BENEFITS

Sr. No. FPS Product Code ITC (HS) Code Description

171 171 72024900 Other Ferro-Chromium

3. The items covered under FPS are entitled to get duty credit scrip @ 2% of FOB value of exports.

Market Linked Focus Product Scheme

1. The list of items under MLFPS has been extended to cover new items to specified countries. It has
been decided to extend MLFPS for exports of Agricultural tractors> 1800cc capacity which would
now be eligible for duty credit for exports made to Turkey. Sugar machinery & high-pressure boilers
would be eligible for Brazil, Kenya, South Africa, Tanzania and Egypt.

TABLE 6: NEW MARKET LINKED FOCUS PRODUCTS

Sr. No. FPS Product Code ITC (HS) Code Description

108 108 87019090 Agriculture Tractors having capacity in excess of 1800 cc.
109 109 8402 High Pressure Boilers and Parts of High Pressure Boilers
110 110 840290 Parts of High Pressure Boilers

113 113 84069000 Parts of Steam & Vapour Turbines

114 114 843830 Machinery for Sugar Manufacture

115 115 84389010 Parts of Sugar Manufacturing Machinery

116 116 84389090 Other Sugar Plant & Machinery and Parts thereof

2. The items covered under MLFPS are entitled to get duty credit scrip @ 2% of FOB value of exports.

Towns of Export Excellence

The towns of Firozabad for glassware, Bhubaneswar for marine products and Agartala for bamboo
and cane products have been notified as town of export excellence.

SNo. Town of Export Excellence State Product Category

25 Firozabad Uttar Pradesh Glass Artwares

26 Bhubaneshwar Orissa Marine Products

27 Agartala Tripura Bamboo Cane & Other Handicrafts




EDI Initiatives and reduction in transaction Cost

1. DGFT has established itself in the e governance field. From on line filing of application to electronic
issuance of licenses, it has been a great success story. In furtherance of the EDI initiatives, online
message exchange of DFIA Authorization with Customs has started from today. Therefore, now
Advance Authorization, EPCG and DFIA are completely EDI enabled.

2. DGFT has also become India's first digital sighature enabled department in government of India,
which has introduced a higher level of Encrypted 2048 bit Digital Signature. Digital certificate
provides a high level of security for online communication such that only intended recipient can
read it. It provides authentication, Privacy, non-repudiation and Integrity in the virtual world.

Procedural simplification

1. Exporters have faced lots of problems in clubbing of their Advance Authorizations and in almost all
the cases they were to approach DGFT, Hqrs. This procedure was time consuming and onerous. The
procedure has now been simplified and the powers have been delegated to the Regional
Authorities of DGFT. For the first time in the history of foreign trade formulation, the draft text for
amendment of HBP v1 was uploaded on the website of DGFT seeking suggestions on our draft. The
amendment has incorporated their valuable suggestions.

2. The application of IEC has become online w.e.f. 1.1.2011. This reduces the interface of exporters
with the Regional Authorities of DGFT. An effort is also on to update the IEC database containing
more than 7.6 lakhs IEC. All the IEC holders are being urged to cooperate in this effort and update
their details on-line. This exercise would be completed by 31.3.2012.



HIGHLIGHTS

OF

FOREIGN TRADE POLICY 2009-2014

Higher Support for Market and Product Diversification

1.

Incentive schemes under Chapter 3 have been expanded
by way of addition of new products and markets.

26 new markets have been added under Focus Market
Scheme. These include 16 new markets in Latin America
and 10 in Asia-Oceania.

The incentive available under Focus Market Scheme
(FMS) has been raised from 2.5% to 3%.

The incentive available under Focus Product Scheme
(FPS) has been raised from 1.25% to 2%.

A large number of products from various sectors have
been included for benefits under FPS. These include,
Engineering products (agricultural machinery, parts
of trailers, sewing machines, hand tools, garden tools,
musical instruments, clocks and watches, railway
locomotives etc.), Plastic (value added products), Jute
and Sisal products, Technical Textiles, Green Technology
products (wind mills, wind turbines, electric operated
vehicles etc.), Project goods, vegetable textiles and
certain Electronic items.

Market Linked Focus Product Scheme (MLFPS) has



been greatly expanded by inclusion of products classified
under as many as 153 ITC(HS) Codes at 4 digit level.
Some major products include; Pharmaceuticals, Synthetic
textile fabrics, value added rubber products, value added
plastic goods, textile madeups, knitted and crocheted
fabrics, glass products, certain iron and steel products
and certain articles of aluminium among others. Benefits
to these products will be provided, if exports are made to
13 identified markets (Algeria, Egypt, Kenya, Nigeria,
South Africa, Tanzania, Brazil, Mexico, Ukraine,
Vietnam, Cambodia, Australia and New Zealand).

7. MLFPS benefits also extended for export to additional
new markets for certain products. These products include
auto components, motor cars, bicycle and its parts, and
apparels among others.

8. A common simplified application form has been
introduced for taking benefits under FPS, FMS, MLFPS
and VKGUY.

9.  Higher allocation for Market Development Assistance
(MDA) and Market Access Initiative (MAI) schemes is
being provided.

Technological Upgradation

10. To aid technological upgradation of our export sector,
EPCG Scheme at Zero Duty has been introduced. This
Scheme will be available for engineering & electronic
products, basic chemicals & pharmaceuticals, apparels &
textiles, plastics, handicrafts, chemicals & allied products
and leather & leather products (subject to exclusions of
current beneficiaries under Technological Upgradation



11.

Fund Schemes (TUFS), administered by Ministry of
Textiles and beneficiaries of Status Holder Incentive
Scheme in that particular year). The scheme shall be in
operation till 31.3.2011.

Jaipur, Srinagar and Anantnag have been recognised as
‘Towns of Export Excellence’ for handicrafts; Kanpur,
Dewas and Ambur have been recognised as ‘Towns of
Export Excellence’ for leather products; and Malihabad
for horticultural products.

EPCG Scheme Relaxations

12.

13.

To increase the life of existing plant and machinery,
export obligation on import of spares, moulds etc. under
EPCG Scheme has been reduced to 50% of the normal
specific export obligation.

Taking into account the decline in exports, the facility of
Re-fixation of Annual Average Export Obligation
for a particular financial year in which there
is decline in exports from the country, has
been extended for the 5 year Policy period
2009-14.

Support for Green products and products from North

East
14.

Focus Product Scheme benefit extended for export of
‘green products’; and for exports of some products
originating from the North East.

Status Holders

15.

To accelerate exports and encourage technological

10



16.

upgradation, additional Duty Credit Scrips shall be given
to Status Holders @ 1% of the FOB value of past exports.
The duty credit scrips can be used for procurement of
capital goods with Actual User condition. This facility
shall be available for sectors of leather (excluding finished
leather), textiles and jute, handicrafts, engineering
(excluding Iron & steel & non-ferrous metals in primary
and intermediate form, automobiles & two wheelers,
nuclear reactors & parts, and ships, boats and floating
structures), plastics and basic chemicals (excluding
pharma products) [subject to exclusions of current
beneficiaries under Technological Upgradation Fund
Schemes (TUFS)]. This facility shall be available upto
31.3.2011.

Transferability for the Duty Credit scrips being issued
to Status Holders under paragraph 3.8.6 of FTP under
VKGUY Scheme has been permitted. This is subject to
the condition that transfer would be only to Status Holders
and Scrips would be utilized for the procurement of Cold
Chain equipment(s) only.

Stability/ continuity of the Foreign Trade Policy

17.

18.

19.

To impart stability to the Policy regime, Duty Entitlement
Passbook (DEPB) Scheme is extended beyond 31-12-
20009 till 31.12.2010.

Interest subvention of 2% for pre-shipment credit for 7
specified sectors has been extended till 31.3.2010 in the
Budget 2009-10.

Income Tax exemption to 100% EOUs and to STPI units
under Section 10B and 10A of Income Tax Act, has been

11



20

extended for the financial year 2010-11 in the Budget
2009-10.

The adjustment assistance scheme initiated in December,
2008 to provide enhanced ECGC cover at 95%, to the
adversely affected sectors, is continued till March, 2010.

Marine sector

21.

22.

Fisheries have been included in the sectors which are
exempted from maintenance of average EO under EPCG
Scheme, subject to the condition that Fishing Trawlers,
boats, ships and other similar items shall not be allowed
to be imported under this provision. This would provide
a fillip to the marine sector which has been affected by
the present downturn in exports.

Additional flexibility under Target Plus Scheme (TPS) /
Duty Free Certificate of Entitlement (DFCE) Scheme for
Status Holders has been given to Marine sector.

Gems & Jewellery Sector

23.

24.

25.

26.

To neutralize duty incidence on gold Jewellery exports, it
has now been decided to allow Duty Drawback on such
exports.

In an endeavour to make India a diamond international
trading hub, it is planned to establish “Diamond Bourse

(S)”.
A new facility to allow import on consignment basis of

cut & polished diamonds for the purpose of grading/
certification purposes has been introduced.

To promote export of Gems & Jewellery products, the

12



value limits of personal carriage have been increased from
USS$ 2 million to US$ 5 million in case of participation
in overseas exhibitions. The limit in case of personal
carriage, as samples, for export promotion tours, has also
been increased from US$ 0.1 million to US$ 1 million.

Agriculture Sector

27.

To reduce transaction and handling costs, a single window
system to facilitate export of perishable agricultural
produce has been introduced. The system will involve
creation of multi-functional nodal agencies to be
accredited by APEDA.

Leather Sector

28.

29.

Tea
30.

31.

32.

Leather sector shall be allowed re-export of unsold
imported raw hides and skins and semi finished leather
from public bonded ware houses, subject to payment of
50% of the applicable export duty.

Enhancement of FPS rate to 2%, would also significantly
benefit the leather sector.

Minimum value addition under advance authorisation
scheme for export of tea has been reduced from the
existing 100% to 50%.

DTA sale limit of instant tea by EOU units has been
increased from the existing 30% to 50%.

Export of tea has been covered under VKGUY Scheme
benefits.

13



Pharmaceutical Sector

33.

34.

Export Obligation Period for advance authorizations
issued with 6-APA as input has been increased from the
existing 6 months to 36 months, as is available for other
products.

Pharma sector extensively covered under MLFPS for
countries in Africa and Latin America; some countries in
Oceania and Far East.

Handloom Sector

35.

To simplify claims under FPS, requirement of ‘Handloom
Mark® for availing benefits under FPS has been
removed.

EOUs

36.

37.

38.

39.

EOUs have been allowed to sell products manufactured
by them in DTA upto a limit of 90% instead of existing
75%, without changing the criteria of ‘similar goods’,
within the overall entitlement of 50% for DTA sale.

To provide clarity to the customs field formations, DOR
shall issue a clarification to enable procurement of spares
beyond 5% by granite sector EOUs.

EOUs will now be allowed to procure finished goods
for consolidation along with their manufactured goods,
subject to certain safeguards.

During this period of downturn, Board of Approvals
(BOA) to consider, extension of block period by one
year for calculation of Net Foreign Exchange earning of
EOUs.

14



40.

EOUs will now be allowed CENVAT Credit facility for
the component of SAD and Education Cess on DTA
sale.

Thrust to Value Added Manufacturing

41. To encourage Value Added Manufactured export, a
minimum 15% value addition on imported inputs
under Advance Authorization Scheme has now been
prescribed.

42. Coverage of Project Exports and a large number of
manufactured goods under FPS and MLFPS.

DEPB

43. DEPB rate shall also include factoring of custom duty

component on fuel where fuel is allowed as a consumable
in Standard Input-Output Norms.

Flexibility provided to exporters

44,

45.

46.

Payment of customs duty for Export Obligation (EO)
shortfall under Advance Authorisation / DFIA / EPCG
Authorisation has been allowed by way of debit of Duty
Credit scrips. Earlier the payment was allowed in cash
only.

Import of restricted items, as replenishment, shall now
be allowed against transferred DFIAs, in line with the
erstwhile DFRC scheme.

Time limit of 60 days for re-import of exported gems and
jewellery items, for participation in exhibitions has been
extended to 90 days in case of USA.
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47.

Transit loss claims received from private approved
insurance companies in India will now be allowed for
the purpose of EO fulfillment under Export Promotion
schemes. At present, the facility has been limited to
public sector general insurance companies only.

Waiver of Incentives Recovery, On RBI Specific Write off

48.

In cases, where RBI specifically writes off the export
proceeds realization, the incentives under the FTP shall
now not be recovered from the exporters subject to certain
conditions.

Simplification of Procedures

49.

50.

51.

To facilitate duty free import of samples by exporters,
number of samples/pieces has been increased from the
existing 15 to 50. Customs clearance of such samples
shall be based on declarations given by the importers with
regard to the limit of value and quantity of samples.

To allow exemption for up to two stages from payment
of excise duty in lieu of refund, in case of supply to an
advance authorisation holder (against invalidation letter)
by the domestic intermediate manufacturer. It would
allow exemption for supplies made to a manufacturer,
if such manufacturer in turn supplies the products to an
ultimate exporter. At present, exemption is allowed upto
one stage only.

Greater flexibility has been permitted to allow conversion
of Shipping Bills from one Export Promotion scheme to
other scheme. Customs shall now permit this conversion
within three months, instead of the present limited period
of only one month.

16



52.

53.

54.

55.

56.

57.

To reduce transaction costs, dispatch of imported goods
directly from the Port to the site has been allowed under
Advance Authorisation scheme for deemed supplies. At
present, the duty free imported goods could be taken only
to the manufacturing unit of the authorisation holder or
its supporting manufacturer.

Disposal of manufacturing wastes / scrap will now be
allowed after payment of applicable excise duty, even
before fulfillment of export obligation under Advance
Authorisation and EPCG Scheme.

Regional Authorities have now been authorised to issue
licences for import of sports weapons by ‘renowned
shooters’, on the basis of NOC from the Ministry of
Sports & Youth Affairs. Now there will be no need to
approach DGFT(Hqrs.) in such cases.

The procedure for issue of Free Sale Certificate has been
simplified and the validity of the Certificate has been
increased from 1 year to 2 years. This will solve the
problems faced by the medical devices industry.

Automobile industry, having their own R&D
establishment, would be allowed free import of reference
fuels (petrol and diesel), upto a maximum of 5 KL per
annum, which are not manufactured in India.

Acceding to the demand of trade & industry, the
application and redemption forms under EPCG scheme
have been simplified.

Reduction of Transaction Costs

58.

No fee shall now be charged for grant of incentives under
the Schemes in Chapter 3 of FTP. Further, for all other
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59.

60.

61.

62.

63.

64.

Authorisations/licence applications, maximumapplicable
fee is being reduced to Rs. 100,000 from the existing Rs
1,50,000 (for manual applications) and Rs. 50,000 from
the existing Rs.75,000 (for EDI applications).

To further EDI initiatives, Export Promotion Councils/
Commodity Boards have been advised to issue RCMC
through a web based online system. It is expected that
issuance of RCMC would become EDI enabled before
the end of 2009.

Electronic Message Exchange between Customs and
DGEFT in respect of incentive schemes under Chapter 3
will become operational by 31.12.2009. This will obviate
the need for verification of scrips by Customs facilitating
faster clearances.

For EDI ports, with effect from December ’09, double
verification of shipping bills by customs for any of the
DGFT schemes shall be dispensed with.

In cases, where the earlier authorization has been cancelled
and a new authorization has been issued in lieu of the
earlier authorization, application fee paid already for
the cancelled authorisation will now be adjusted against
the application fee for the new authorisation subject to
payment of minimum fee of Rs. 200.

An Inter Ministerial Committee will be formed to redress/
resolve problems/issues of exporters.

An updated compilation of Standard Input Output Norms
(SION) and ITC (HS) Classification of Export and Import
Items has been published.
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Directorate of Trade Remedy Measures

65.

To enable support to Indian industry and exporters,
especially the MSMEs, in availing their rights through
trade remedy instruments, a Directorate of Trade Remedy
Measures shall be set up.
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