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8.7  The value addition for gems and jewellery and for specified goods is specified as 
perAppendix-11B and para 4A2.1 of HBP Vol.1. In case of Authorisation for Tea, the minimum 
value addition is 50% as per para 4.1.6 of FTP (RE-2010). Higher value additions are 
prescribed for exports for which payments are not received in freely convertible currency. 
The Advance Authorisations and/or materials, imported thereunder are not transferable 
even after completion of export obligation.

8.8  The imports/exports under AA and their utilization require proper monitoring as the goods 
are imported duty free against an obligation to export. AA holder is required to maintain a 
true and proper account of consumption and utilization of duty free imported/domestically 
procured goods for a minimum period of 3 years as per para 4.30 of HBP Vol.1. Further, 
the holder is to indicate the Advance Authorization No./date on the Shipping Bill/Invoice (in 
case of deemed exports) and fulfilment of export obligation, relevant export documents are 
to be submitted to DGFT to obtain Export Obligation Discharge Certificate (EODC) which 
is produced to the Customs for redemption of bond/Bank Guarantee filed. The acceptance 
of EODC by Customs is subject to prescribed checks including intelligence based checks.

8.9  AA holder is required to pay the duties with interest in case export obligation is not fulfilled. 
The DGFT’s Regional Authority are required to inform details of recovery/deposits to 
Commissioner of Central Excise having jurisdiction over the factory of the authorization 
holder as per para 4.29 of HBP Vol.1.

8.10  AA schemes (normal and for annual requirement) are implemented through Notification 
No. 96/2009-Cus and No. 99/2009-Cus, both dated 11.9.2009 with certain variations in 
the conditions. AA for Deemed Exports is implemented by Notification No. 112/2009-Cus 
dated 29.09.2009.

9.  AA for export of certain items that are otherwise prohibited for export

A provision has been introduced whereby certain items which are otherwise prohibited for 
export may be allowed for export under advance authorization scheme, subject to stipulated 
conditions including export being allowed only from specified EDI enabled ports subject 
to pre-import condition under notified SION/prior fixation of norms by Norms Committee, 
export obligation period being 90 days from import clearance without extensions and 
import being subject to non-transfer, including for job work, and actual user condition, and 
the inapplicability of provisions for regularisation of default in terms of para 4.28 of HBP 
vol.1, etc. 

10.  Duty Free Import Authorisation (DFIA):

10.1  The Duty Free Import Authorisation (DFIA) scheme introduced in 2006 is similar toAdvance 
Authorisation scheme in many aspects. DFIA has a minimum value addition requirement 
of 20%. Once export obligation is completed, transferability of authorisation/ material 
imported against the authorisation is permitted. However, once the transferability has been 
endorsed, the inputs can be imported/domestically source only on payment of Additional 
Customs duty/Central Excise duty. The DFIA Authorizations are issued only for products 
for which SION have been notified. There is a requirement that in case the facility of rebate 
under Rules 18 or 19(2) of the Central Excise Rules, 2002 or CENVAT facility under the 
Cenvat Rules, 2004 has been availed, then the duty free imported goods have to be used 
in the manufacture of the dutiable goods. 
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10.2 After the annual supplement 2013 to the FTP, the exemption from anti-dumping duty 
and safeguard duty is not available in case materials are imported against a DFIA made 
transferable. In case imported materials are transferred the importer is to pay an amount 
equal to the anti-dumping and safeguard duty leviable on the material, with interest. These 
aspects apply subject to specified conditions. The DFIA is implemented by Notification 
No.98/2009-Cus dated 11-09-2009. 

10.3 The monitoring of export obligation is also essential in the DFIA scheme. 

[Refer Circulars No.11/2009-Cus., dated 25-2-2009 and

No.6/2011-Cus dated 18-1-2011]

11. EPCG schemes for authorizations issued prior to 18.4.2013: 

11.1 The Zero duty EPCG Scheme implemented through Notification no. 101/2009-Customs 
and 102/2009-Customs and 3% EPCG scheme implemented through notification No. 
100/2009- Customs and 103/2009-Cus all dated 11-9-2009 apply to authorizations 
issued prior to 18.4.2013. These provide for import of capital goods specified in EPCG 
Authorization at 0% or concessional 3% rate of basic customs duty and optional exemption 
from the additional duty of customs. 

11.2 Under this Zero duty scheme, there is export obligation (EO) equivalent to 6 times of 
the duty saved amount on the capital goods imported to be completed within 6 years 
(extendable by 2 years) from the date of issue of Authorization. Under the 3% scheme, the 
EO is 8 times the duty saved to be fulfilled in 8/12 years (extendable by 2+2 years). There 
are more favorable dispensations permitted for EO fulfilled by export of specified green 
technology products, units located in North Eastern States, Sikkim. Further, under the 3% 
scheme there are certain more liberal dispensations for tiny, agro, cottage and SSI units. A 
block wise EO is also specified. The EPCG Customs notifications stipulate fulfilment of at 
least 50% of export obligation within the first block. The RA can grant extension of block-
wise period or overall period of fulfilment subject to specified conditions.

11.3 EO under the scheme is to be over and above the average level of exports achieved in 
the preceding three licensing years for the same and similar products. However, certain 
sectors are not required to maintain average level of exports.

11.4 EPCG Authorizations are issued to manufacturer exporters and merchant exporter with or 
without supporting manufacturer, and service providers. EPCG scheme is also available 
to a service provider who is designated or certified as a Common Service Provider (CSP).

11.5 EPCG authorizations specify the value/quantity of the export product to be exported  it. 
In the case of manufacturer/merchant/service exporters, the EO is required to be fulfilled 
by exporting goods manufactured or capable of being manufactured or services rendered 
by the use of capital goods imported under the scheme. Up to 50% of the EO may also 
be fulfilled by export of other goods manufactured or service(s) provided by the importer 
or his group company or managed hotel, which has the EPCG Authorization, subject to 
certain conditions.

11.6 In order to ensure fulfilment of EO as also to secure interest of Revenue, the EPCG 
Authorization holder is required to file bond with or without bank guarantee with the Customs 
prior to commencement of import of capital goods. Bank guarantee equal to100% of the 


