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DGFT rolls out inventory-based e-Commerce export framework for promotion of digital cross-
border trade

S

A key initiative in the Foreign Trade Policy, 2023 (FTP 2023), was encouraging the growth of cross
border trade in the digital economy, with a special focus on promoting e-commerce emerging from
India. The detailed guidelines for establishment of e-commerce export hubs (ECEH) was laid down in
this context.

Given the current focus on pushing export growth, and encouraging small and medium enterprise
exporters, the Directorate General of Foreign Trade (DGFT) has sought to provide a focused impetus
to the initiative by rolling out and operationalising inventory-based cross-border e-commerce export

including the usage of ECEHSs'.
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Background

A key objective of FTP, 2023, is promoting digital cross border trade, with special focus on e-
commerce exports from India. As a part of the initiative, detailed frameworks and guidelines,
including for establishment of ECEH, had been rolled out. Now, in line with the amendments in the
foreign direct investment (FDI) policy on e-commerce in March 2026, to provide further impetus to the
electronic mode of cross border trade, more focused guidelines are being rolled for the
operationalisation of the inventory-based cross-border e-commerce export framework including
usage of ECEH. These have come into effect immediately.

The operational framework has been rolled out with the objective of enabling e-commerce exports
through an inventory model wherein a registered exporter [Exporter-on-Record (EOR)] purchases
goods from a domestic producer [Seller-on-Record (SOR)] against a confirmed order for export,
holds it as an inventory for ultimate exports and undertakes export related compliances and
processes, thereby assisting domestic producers in accessing global markets.

The key features of the framework, inter-alia, include the introduction of key definitions relevant from
the operational requirement perspective, eligibility, procedure, compliances, etc. The same is outlined
briefly below.

Key definitions

The framework, for the purpose of operationalisation, has laid down certain specific definitions vis-a-

" Notification No. 27/2026-27 and Public Notice No. 27/2026-27 dated 5 August 2026
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vis the relevant stakeholders and other aspects as tabulated below.

EOR An entity holding a valid Importer Exporter Code (IEC), and Goods and
Services Tax (GST) Identification Number (GSTIN), registered with DGFT,
exporting goods procured from SORs to buyers outside India.

SOR A GST-registered Indian entity supplying Indian-produced goods to the
EOR against confirmed export orders.

Export Inventory Goods procured by the EOR from the SOR against a confirmed export
order, held exclusively for export and traceable in EOR’s records.

Export Rebates and Cash or cash-equivalent export incentives including Duty Drawback,

Refunds (ERR) Remission of Duties and Taxes on Exported Products (RoDTEP), and
Rebate of State and Central Taxes and Levies (RoSCTL) received by
EOR; it excludes non-transferable instruments like Advance Authorisation
or Export Promotion Capital Goods (EPCG). Additionally, the refund of
taxes to the EOR under the Central Goods and Services Tax Act, 2017
will be an EOR entitlement and is not part of the SOR attributable ERR.

Pre-conditions

« Only non-marketplace e-commerce entities (as defined in the Consolidated FDI Policy) may
operate export-only inventory operations under this framework.

« Only goods of Indian origin are eligible; the SOR bears responsibility for declaring and ensuring
correct origin.

. Title to goods passes from SOR to EOR only against a confirmed export order from a buyer
outside India; speculative inventory build-up is expressly prohibited.

« A separate legal entity must be incorporated for e-commerce export operations; shareholding
pattern and ownership or control relationships with the parent e-commerce entity must be
disclosed at registration.

« DGFT may notify a list of ineligible goods from time-to-time.
Registration

« An application seeking registration as an EOR is to be made electronically in the prescribed
format providing specific information in terms of pre-conditions accompanied with prescribed
documents. In case of any change in any material particulars, EOR needs to intimate DGFT
within 30-days of such a change and file an updated application. The same will be examined by
the DGFT to validate the continuity of EOR status as per eligibility criteria, and accordingly,
suitable recommendation vis-a-vis such modification will be recommended.

Key obligations

Export inventory management and digital repository
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« The EOR must distinctly identify, segregate and maintain the export inventory, and sustain a
digital repository linking procurement records, GST invoices, and export documents of the EOR to
the records of each SOR.

« The repository must remain operational irrespective of how many locations hold export inventory
and must be accessible to DGFT and other authorised authorities at all times.

« The EOR is solely responsible for ensuring that goods in the export inventory, prior to export,
comply with all applicable laws of the destination country including testing, inspection,
certification, labelling, packaging, marking, product information, safety warnings and any other
market-access requirements.

Payments and export related refund

« T7-day payment rule: The EOR must make payment to the SOR within seven days of acceptance
(or deemed acceptance) of the goods. Crucially, payment cannot be made contingent on or
delayed on account or receipt of payment from the overseas buyer, return of goods by the buyer
or any other event outside the SOR’s control.

« ERR pass-through on a pro-rata free on board (FOB) basis: Once the EOR claims ERR for an
export consignment, it must apportion and disburse the ERR among the SORs whose goods form
part of that consignment in proportion to the FOB value attributable to each SOR’s goods as
declared in the shipping bill.

. 10% administrative charge cap: The EOR may retain an administrative charge from the gross
ERR amount at no more than 10% of the gross ERR. The balance constitutes the seller-
attributable export benefits which must be passed through to SORs.

. 30-day disbursement window: The seller-attributable export benefits must be disbursed to the
SOR within 30-days of receipt of ERR by the EOR.

The pass-through obligation is triggered only once the EOR has actually claimed ERR in respect of a
given consignment.

Reverse logistics

The EOR owns and manages all reverse logistics for returned or rejected consignments and bears
the associated costs. In this regard, below procedure needs to be followed —

e Goods received from SORs that fail to meet declared descriptions, specifications, or quality
parameters must be returned to the respective SOR within seven days of acceptance or deemed
acceptance.

e Returned or rejected consignments from overseas buyers must be re-exported, returned to the
SOR, or disposed of by destruction or other agreed means within 30-days of receipt in India.

Returned or rejected consignments cannot, under any circumstances, be sold or supplied in the
domestic market by the EOR directly or through any other entity. The agreement between EOR and
SOR must explicitly define terms governing cancellation, return, rejection, repair, re-export,
destruction, and disposal; such terms must be fair, transparent, and verifiable.

Compliance highlights

Annual Chartered The EOR must obtain a certificate of compliance from an independent
Accountant (CA) or CA, Cost Accountant, or DGFT-specified professional, covering inventory
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Certified Management  maintenance, domestic diversion prohibition, seller visibility, payment

Accountant (CMA) settlement (including ERR disbursement), accuracy of ERR

Certificate apportionment and handling of returned consignments. The certificate is
to be filed with DGFT within 90-days from the end of each financial year
(FY).

Record retention All records relating to framework operations must be maintained and

preserved for five years from the end of the FY in which the export
inventory is finally exported, re-exported, returned, rejected, destroyed or
otherwise disposed of. This obligation survives cancellation, suspension
or voluntary surrender of EOR registration.

Non-compliance with the framework requirements or guidelines can result in the cancellation or
suspension of EOR registration, suspension or cancellation of IEC, placement on the Denied Entity
List, recovery of ERR availed with interest, and initiation of penal or prosecution proceedings.

Miscellaneous

E-Commerce Export Hubs (ECEH)

The EOR is expected to utilise, to the extent practicable, notified ECEH infrastructure for its
operations under the framework subject to the operational readiness and available capacity of such
facilities.

Seller visibility and brand disclosure

« The EOR must provide each SOR with access to consolidated digital records of export inventory
management and segregation pertaining to goods supplied by that SOR. At a minimum, SOR-
accessible records must include the final sale price to the overseas buyer, order status, and
shipment tracking details and destination country.

- Additionally, the EOR must ensure that the identity of the manufacturer or brand owner and,
where the SOR is different from these entities, the identity of the SOR is appropriately disclosed
to the buyer through the product listing or other applicable means.

This provision is designed to prevent the identity dilution of small producers and brand owners in
the global supply chain.

Dispute resolution

A structured two-tier dispute resolution mechanism applies to disputes between EOR and SOR for
which detailed guidelines are provided.

The takeaways

The government has been undertaking numerous initiatives for trade promotion, including combining
them with concurrent trade facilitation measure. Digital cross border trade forms a significant part of
international trade and has grown in importance. Hence, the focus on its promotion, coupled with the
introduction of a mechanism to enable small producers in India to access the international market
and contribute to the trade growth. Hopefully, the focused guidelines will enable entrepreneurs/ small
businesses to explore and use this opportunity to export though the digital route.
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