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This column is compiled by Consultant [EXIM Policy] of EPCH. It contains recent Public Notices, Notifications and Circulars

of DGFT, CBEC and Department of Revenue. If a handicraft exporter has question[s] to ask on

Foreign Trade Policy, he/she may please write / e-mail to EPCH at policy@epch.com

Impex # 1

The RBI released its second bi-monthly monetary policy statement on June 3,214.
There was no change in repo rate and CRR. However, the statutory liquidity ratio
(SLR) of scheduled commercial banks was reduced by 50 basis points (from 23
percent to 22.5 percent). According to the RBI as the economy recovers,
investment demand and the need for credit will pick up. To the extent that this
contributes eventually to supply, it is important that banks have the room to
finance it. A reduction in the required SLR will give banks more freedom to
expand credit to the non-Government sector. However, the Reserve Bank is also
cognizant of the significant on-going financing needs of the Government.

Therefore, the SLR is reduced by 0.50 per cent of NDTL with any further change dependent on the likely path of fiscal
consolidation. The measure may make available about Rs. 40,000 for landing by banks.

Among other things the bank has reduced the liquidity provided under the export credit refinance (ECR) facility from
50 per cent of eligible export credit outstanding to 32 per cent with immediate effect. According to the RBI it has
been done in pursuance of the Dr. Urjit R. Patel Committee's recommendation to move away from sector-specific
refinance towards a more generalized provision of system liquidity without preferential access to any particular
sector or entity, the Reserve Bank has decided to limit access to export credit refinance while compensating fully with
a commensurate expansion of the market's access to liquidity through a special term repo facility from the Reserve
Bank (equivalent to 0.25 per cent of NDTL). This should improve access to liquidity from the Reserve Bank for the
system as a whole without the procedural formalities relating to documentary evidence. authorization and
verification associated with the ECR. This should also improve the transmission of policy impulses across the interest
rate spectrum and engender efficiency in cash/treasury management.

The above step of reduction many not be welcomed by exporters as it will affect both the availability and cost of
credit which will be detrimental to competitiveness of Indian exports. The demand of the exports for a long period
has been to bring the export credit under priority sector lending at par with the agricultural sector. So the above step
of RBI will naturally disappoint the exporters.

Second Bi-Monthly Monetary Policy announced by RBI
RBI reduces the liquidity
provided under the export
credit refinance (CER) facility
from 50 per cent to 32 per
cent with immediate effect.
The measure disappoints
exporters.

Impex # 2

Under the 'Reward/Incentive Schemes' in chapter-3 of FTP various types of
duty credit scrips are issued under schemes such as Focus Product Scheme,
Focus Market linked Focus Products Scheme etc. These duty credit scrips have
varying degrees of transferability/actual user condition that inter alia,
determine which person may use the scrip and at times, for what purpose.

On the above details, CBEC has issued 'Instruction' dt 27-05-2014. Copy of the same is reproduced below:

Judicious use of duty credit scrips of different types
CBEC issues instruction for
due care in delighting reward
scrips in terms of conditions
against respective scrips.

Board asks Field Formations "Due Care" in Debiting Reward Scrips in Terms of Conditions against Respective Scrips

Subject: Differences between duty credit scrips and goods permitted/not-permitted against them under respective
FTP paragraphs/Customs Notification - regarding

 Attention of field formations is drawn to the fact that diverse types of duty credit scrip are issued under relevant
paragraphs of Foreign Trade Policy. These duty credit scrips have varying degrees of transferability/actual user
conditions that, inter alia, determine which person may use the scrip and, at times, for what purpose. Further, in
relation to goods, the respective reward schemes/scrips prescribe the specific nature of goods permitted to be
imported against the particular duty credit scrip. There may also be specification in respective reward/ incentive
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scheme of certain types of goods in relation to which duty credit scrip may not at all be used, for example, the items
listed in Appendix 37B of HBPv1, and the use of scrips for such items would not be correct. Such aspects are also
incorporated as conditions in the implementing Customs or Central Excise notifications. Moreover, such restrictions
on which person may use or in relation to which goods scrip may be used, being intrinsic to the respective reward/
incentive scheme, continue to operate even when duty credit scrip is to be allowed for use for discharging duty on
already imported goods in cases of export obligation in default.

 2.  Board has come across a few instances of incorrect usage of duty credit scrips on above counts. Further, in one
case the duty credit scrip issued under one scheme was detected to have been allowed registration (and use) as
duty credit scrip of another scheme without the field formation noticing the mismatch between scrip/ scheme
name and Customs notification number endorsed by the issuing Regional Authority of DGFT. It is also noted that
the Board's Circular No.8/2009 dated 16.2.2009 had earlier, in a general context, highlighted to the field formations
the issue of there being differences in the scrips and the goods permitted under respective policy paragraphs.

Question : We have failed to furnish the installation certificate in respect of our EPCG within six months from the
excise authority? Can we seek extension of time for the same?

Answer : An EPCG authorization holder is required to produce a certificate from the Central Excise Authority,
confirming installation of Capital Goods at factory or premises of authorization holder or his supporting
manufacturer(s) or vendor(s) within six months from date of completion of import. However, extension
in time for installation of Capital Goods up to a maximum period of 18 months from the date of
completion of import can he considered by the concerned RA under Public Notice 48 dated January 10, 2014.

Question : An Export House has received an order which is being passed on to us for execution. Can we obtain
credit from the bank against the export order which is not in our name?

Answer : IFIEO: Banks may grant export packing credit to manufacturer suppliers who do not have export orders
in their own name and goods are exported through the export houses. Apart from the usual
stipulations, the following requirements have to be complied:

a) Banks should obtain a letter setting out the details of the export order from the export house and the
portion thereof needs to be executed by the supplier that the export house has not obtained packing
credit in respect of such order.

b) The export house should open inland Letter of Credits in favour of the supplier giving relevant
particulars of the export orders. The outstandings in the packing credit account should be extinguished
by negotiation of bills under such inland LCs. If it is inconvenient for the export house to open such
inland LCs in favour of the supplier, the latter should draw bills on the export house in respect of the
goods supplied for export and adjust packing credit advances from the proceeds of such bills.

c) Banks should obtain an undertaking from the supplier that the advance payment, if any, received from
the export house against the export order would be credited to the packing credit account.

Question : During exports, the credit limit is calculated in Indian rupees and the overall export credit limits are
fixed in Indian rupees, the foreign currency component of export credit fluctuations are based on the
prevailing exchange rates with the result that Banks ask us to either refund the money over and
above our limit due to exchange rate fluctuation or it restricts our limit to that extent. Is it correct?

Answer : RBI has issued a notification on September 25, 2013 clarifying that alternatively, banks may denominate
foreign currency component of export credit in foreign currency only with a view to ensuring that the
exporters are insulated from rupee fluctuations. The foreign currency component of export credit,
sanctioned, disbursed and outstanding will be maintained and monitored in foreign currency. However,
for translation of foreign currency assets in the banks' book, the on-going exchange and FEDAL rates
may be used.
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