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OPINION

I.
QUERIST:
           
M/s.Stellar Optics Private Limited, 

‘Stoneacre’, 

No.67, Chamiers Road, 

Chennai - 600 028.

II. 
FACTS:

1.
The querist is one of the startup companies and it commenced it Operations in February 2023. The querist is into manufacture of Precision Optical Lenses for use in Industries, such as, Defence, Aerospace, etc., (Specifically in Binoculars, Drones, Telescopes, Night Vision & Thermal Imaging etc.,).

 

2.
The querist had imported 7 machineries between July 2023 and November 2024 under EPCG Licenses (7 Individual Licenses).

 

3.
The querist is in the process of obtaining Purchase Orders / Requests for Quote etc., from a varied range of customers, both domestic and exports.
III.
QUERY:

In the above background, the querist needs clarifications with regard to completion of export obligations under these EPCG authorisations and have raised the following queries. 
(1)
What are the Government Departments / Organisations or Entities thereunder (notified as on date), sales to which will be considered as eligible for satisfaction of EPCG obligation? The querist needs list for the same.
(2)
Whether supplies to entities situated in SEZ / EOU will be considered eligible?
(3)
There would be cases, where the products supplied by the querist would be assembled by another entity into their component and thereafter be exported – whether this nature of sale by the querist will be considered eligible?
(4)
Similarly, there will also be cases where the products supplied by the querist would be assembled by another entity into their component and thereafter be supplied to entities listed by Sl.No.(1) above - whether this nature of sale by the querist will be considered eligible?
(5)
Are there any other type of sales, which would be considered as satisfaction of the EPCG Obligation. Example-. sale to an entity holding EPCG license. 

 
IV.
OPINION:

1.
Policy relating to “Deemed Exports” is given in Chapter 7 of the current Foreign Trade Policy. For your ready reference, Chapter 7 is enclosed to this opinion as Annexure-1. In this connection, it is pointed out that in terms of Paragraph 5.04(f) of the Foreign Trade Policy, export obligation under EPCG Scheme can be fulfilled both by physical exports as well as deemed exports. In other words, deemed exports will also qualify for discharge of export obligation under the scheme.
2.
As can be seen from Paragraph 7.02 of the Chapter 7, supplies in respect of Categories (a) to (c) can be directly made by the querist as a manufacturer to the end users. In respect of Categories referred to from (d) to (g), the supplies can be effected in the capacity as “main contractor” or “sub-contractor” by the querist to the end users or the main contractor.

3.
Direct supply, as a manufacturer in the following three Categories, will be treated as “Deemed Exports”.

(a) 
Supply of goods against Advance Authorisation / Advance Authorisation for annual requirement / DFIA. 
(b)
 Supply of goods to EOU / STP / EHTP / BTP. 
(c) 
Supply of capital goods against EPCG Authorisation.
4.
As a Contractor or Sub-Contractor, the following supplies are considered as “Deemed Exports”.
(i) 
Supply of goods to projects financed by multilateral or bilateral Agencies / Funds as notified by Department of Economic Affairs (DEA), MoF, where legal agreements provide for tender evaluation without including customs duty. 
(ii) 
Supply and installation of goods and equipment (single responsibility of turnkey contracts) to projects financed by multilateral or bilateral Agencies/Funds as notified by Department of Economic Affairs (DEA), MoF, for which bids have been invited and evaluated on the basis of Delivered Duty Paid (DDP) prices for goods manufactured abroad.
5.
It may be noted that supply under the above provisions against Category (d) is to be in terms of International Competitive Bidding in accordance with the procedures of the agencies specified in APPENDIX-7A to the Foreign Trade Policy. APPENDIX-7A is enclosed to this opinion as Annexure-2.

6.
From the above, it can be seen that notified agencies are only International Bank for Reconstruction and Development, International Development Association and Asian Development Bank. As laid down by these agencies and based on International Competitive Bidding, supplies through projects, as specified in Category (d) will be treated as “Deemed Exports”. 
7.
Category (e) covers supply of goods for mega power projects. Category (f) covers supply of goods to United Nations or International Organizations for their official use or supplied to the projects financed by the said United Nations. List of Agencies, approved with reference to the Customs Notification as mentioned in APPENDIX-7B, is enclosed to this opinion as Annexure-3. Category (g) covers supply of goods to nuclear power projects.
8.
Therefore, taking into account the above provisions, while EPCG Scheme permits taking into account supplies coming under the Category of Deemed Exports for discharge of export obligation, only the Categories of Supplies mentioned above, will qualify as “Deemed Exports”. Thus, supplies to SEZ / EOU will automatically qualify as “Deemed Exports” (Query-2).

9.
In respect of supplies for incorporating with the end product and subsequent export by another person, the third party can be requested to apply for Advance Authorization for import of such components for export of their final product and then, direct exports by them can be invalidated and instead local procurements can be made by the Advance Authorisation Holder from the querist. Then such supplies will get covered under the Category mentioned in Paragraph 7.02 A (a). This will answer Query-3.
10.
If the goods to be supplied by the querist or in the nature of capital equipment or required for providing service by the end users, then, such third parties can apply for EPCG Licence and similar to Advance Authorisations, direct import can be invalidated and instead, they can procure the goods from the querist directly as local procurements. Such cases also will be treated as “Deemed Exports” in terms of Paragraph 7.02 A (c). This will answer Query-5.
11.
However, with regard to supplies mentioned against Queries (1) and (4), such supplies will qualify as “Deemed Exports”, only if they meet stipulations provided in Paragraph 7.02 B and already mentioned in this opinion. 
S. MURUGAPPAN   

Encl.: As above

Sm/er

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the querist and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.
