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LETTER OF TRANSMITTAL

Bombay

December 22 , 1983.

To
Dr. Manmohan Singh,
Governor,
Reserve Bank of India,
Central Office,
Bombay.
Sir,
We have great pleasure in submitting to you the
Report of the Expert Committee set up by the Reserve Bank
of India to review the Exchange Control regulations and

procedures relating to import and export of goods and

services,

This Report also incorporates the recommendations
contained in the Committee's Interim Report since they form
an integral part of the whole study. They have, haw=aver,
been regrouped under appropriate subject headings and are

indicated by an asterisk.

We express the hope that the recommendations will
be found useful and arrangements will be made to implement

them expeditiously.



2

We should like to express our deep
appreclation for the excel'ent administrative support
that the Committee received from the Member-Secretary,
Shri S.S. Thakur and his colleagues in the Secretariat,
Shri K.N. Gangurde, Deputy Controller and Sarvashri
Vv.D. Pendse and G.J. Jog, Exchange Control Officers,

which greatly facilitated the Committee's deliberations.

Yours faithfully,

M, b

ey
/(ﬂ(( M.s. Patwardhan )

A-,_,/ (< - g ¢

( Tarun Das ) ( C.K, Hazarl )
d\ %/Aﬂ Nexeee
( n Ban rji ) ( 5. Padmanabhan ) ( X.D. Rege )

(A’ (VL.M ( S. Sundar )
7
\7” T P /A (i:m.,-

( T.N, Ananthar

/

( S.5. Thakur )
Member Secretary



CHAPT®ER I

Introduction

Appointment of Expert Commnittee
and its composition

l.1 In terms of his iemorendum deted 23rd Movember
1982, the Goverinor of the Reserve Bank of Indie
(RBI) constituted an Zxpert Committee to review exchange
control reguletions and procedures releting to the export
and import of goods and services comprising the followirg

members : —

l, Shri M.S. Petwardhan Chairman
Managing Director,
Netional Organic Chemical
Industries Ltd.

2, Shri Kalyan Benerji, Member
Executive Director,
Export-Import Bank of India.

3. Shri A.S. Chatha, Member
Joint Secretary,
Ministry of Commerce,
Government of India.

4, Shri Tarun Des, Member
Executive Dirzctor,
Associstion of Indian
Engineering Industry.

5. Shri C.K., Hezeri, MemberT
Finencial Adviser,
Escorts Ltd.

6. Shri T.N. Anantharem Iyer, Member
Executive Director,
Reserve Bank of India.



7. pr. V.L. Kelkar, ¢mber
Economic Adviser,
Ministry of Energy,
Department of Petroleum,
Government of Indie.

8. Shri S.Padmenabhen, Member
Deputy Managing Director,
Stete Bank of Indie.

9. Shri A.D. Rege, Member
Generel Maneger,
Bank of India.

10. Shri S.Sundar, Memkter
Joint Secretary,
Ministry of Finance,
Government of India.

1. Shri S.S. Thekur, Member-Secretery

Controller,

Exchange Control Depertment,
Reserve Bank of India.

With three representetives of Indien industry, three

professional bankers (including a development banker),

three senior officials representing Government of

Indiz and two from RBI, the Committee believes that

it has been able to look at the problems brought

before it from the angle of not only policy objectives

but also practical application.

Terms of Reference

1.2 The terms of refercnce of the Committee as

set out in
23rd November 1982

i) to exemine
procedures
export and
to suggest
thercof;

the RBI Governor's Memorandum dated
were as under:-

the axchange control reguletions,
and documcntetion releting to
import of goods and services and
modification and simplification
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ii) to review the @xchange control reguletions
relating to allied issues such as opcning
of offices abroad by Indian firms/compenies,
payment of comnission to trade represente-
tives, remittance of royelties, licence fees,
deputation of Indian personnel abroad 2nd the
availing of expert services of forcign
personnel, etc. and to suggest modification/
simplificetion in the procedures and
practices;

iii) to review ihe present system of delegation
of powers to authoriscd dealers in foreign
exchange and to suggest arcas where further
powers may be cdelegeted to them in this
contcxt;

iv) to review the scope for further decentrali-
" "sation of functions of the Exchange Control
Department between its Central Office eand
regional offices; and

v) to consider any other relevant matters.

Numbcr of meetings of the Committee

1.3 The ineugural meeting of the Committee was
held on 10th December 1982 at Bombay. There-
after th Committee held in all 16 meetings at differcnt
centres, viz. Bombay (9), New Delhi (4), Calcutta (1),
Madras (1), and Cochin (1). On most occasions, the
Committee's sittings were spread over two consecutive

deys.

Submission of Interim Report

1.4 The Committee was originelly given a period
of six months to submit its report. Through
a circuler letter, the Committee had invited suggestions

from diverse interests connected with India's
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international trade on the topics covered by its terms
of reference. These included a number of Bxport
Promotion Councils/Commodity Bozrds, Chembers of
Commerce and Industry, Association of Indien
Engineering Industry, Federatinon of Indian Chembers
of Commerce and Industry, Federation of Indian Export
Organisations, Foreign Exchznge Dealers' Association
of India, Associated Chambers of Commcrce and Industry,
etc. another circular was sent to authorised dezlers

and to regional offices of Exchenge Control Department (ECD).

1.5 While the response to the Committee's request
for suggestions was good, most of the_suggestions/
recommendations reached the Committee only by April
1983. Having come to the conclusion that the wide
range of topics referred to it and the large number
of suggestions/représentations received from different
quarters required much longer then six months to study,
the Committee réduested the RBI Governor, vide the
Chairmen's letter dated 12th May 1983, that its term
be extended by a further period of six months. The
Governor graciously extended the Committee's term upto

December 1983.

1.6 While seecking an extensisn of time to complete
its work, the Committce had also decided to

submit to RBI an Interim Report containing its
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recommendations on topics already studied so that RBI
could set in train necessery action for their imple-
mentetion. The Interim Report was submitted to the
RBI Governor on 29th June 1983. :The Committee is happy
to note thet RBI has already initiated ection for
implementatinn of many of the recommcndations contained

in the Interim Report.

hcknowlcedgements

1.7 In completing the tesk assigned to it, the
Committce has received valuable assistance
from a number of orgenisations as well as individuals.
The Committee is thankful to the numercus organisetions
which sent written suggestions and/or deputed
delegations to appear before it at different centres.
The Committee should like to thank the Officers-in-
Charge of O%fices of ECD at New Delhi, Madras, Cochin
and Celcutta fcr meking excellent errangements in
connection with the Committce's visits to those centres.
Thanks are elso due to the Association of Indian
Engineering Industry and the Federation of Indian
Export Organisations and their co=-sponsors Export
Credit & Guerantee Crorporetion and the Foreign Exchange
Dezlers' Association of India for organising Workshops
at New Delhi and Bombay to provide a forum for en
exchange of ideas on the wide-ranging suggestions

submitted by their members to the Committee.
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1.8 The Committee is particularly grateful for
valueble suggestions made by Shri P.K. Kaul,

Finence Secretery and Shri S.Abid Hussain, Commerce
Secretary with whom,it had discussions on a wide range

2f topics.

l.C The Committee should like to express its deep
appreciation for the excellent administrative

z1p-rt that it received from the Member-Secretary,

Shri S.S. Thakur and his colleagues in the Secretariat,

Shri K.N. Gangurdé, Deputy Controller and Sarvashri V.D.

Pendse end G.J. Jog, Exchange Control Officers. Their

Zedicated hard work and unfailing courtesy greatly

facilitated the Committee's work.
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CHAPTER II

Und:rlying Philosophy end Mcthodology

Philosophy

Backaground

2.1 Exchanga control_was introduccd in India in
Soptombir 1939 et the outbreek of the Second
World War by virtuc of omergency powers dorived from the:
Dufence of India Rulces, mainly to conscerve non=-sterling
arca currancics and to utilisc thum for ossential puTrposas.
As control over forcign cxchange transactions oven during
the post-war period was found unavoideblo, exchenge
control wes placad on a statutory basis by cnactmoent of
the Forcign Exchange Rogulation Act (FERA), 1947. Tho
Act cmpowcroed RBI and, in certain caeses, Govoernment of
India to control and rvgulate doeelings in forecign oxchangy,
payments outsidz India, coxport and import of curroncy
notes and bullion, acquisition of foruign sccuritics end
treansfer of s.curitivs botween rosidents énd non-rosidonts,
cte. The 1947 Act was leter replacoed by more comprehe-
nsive logislation viz. Forecign Exchange Reguletion Act
(FZRA ), 1973 which cemc into forcz on 1lst January, 1974.
This lcgislation provides the stetutory framowork for

c¢xchanga control,



Need for Exchange Control

2.2 ‘The importance of exchange control as a tool
for conserving the limited foreign exchange
resources and utilising them according to the national
priorities is recognised universally and a number of
developing countries, including India, confronted with
a difficult balance of payments position ere obliged
to prectise exchange control in varying degrees as
permitted under provisions of Article XIV of the IMF

Agreement. Even industrially developed countries like

2.2

the Federal Republic of Germeny, the U.K. and Japan have

had to go through a severe regime of exchange control

at one time or the other. The very object of FERA, 1973

is "to conserve India's foreign exchenge resources and

to utilise them properly in the interest of the economic

development of the country". Having regard to the
country's overall belance of payments position and

constraints in achieving a sharp increase in the reate

of growth of our exports, the Committee's mandate assumes

that exchange control is unavoideble end is here to stay

in the foreseeble future.
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2.3 While exchenge control remains in force in

India, a conscious effort is necessary to
refashion it as a tool to increase the rete of growth of
export of goods and services from India rather than
serving merely &s a2 mechanism of 'conserving' foreign
exchange through rigid controls on the outflow of funds.
The emphesis of the exchange gontrol policies hes thus fo
shift from mere conservation of limited foreign exchange
resources to faciliteting earning of more and more
foreign exchange to meet our increasing requirements. As
a2 part of our overell stretegy to improve significantly
the export performance in the years ahced, it would be
unavoidable to spend a2 reasonable part of our foreign
exchange earnings on development of infra-structure and
exploration of foreign merkets. In the preééht inter-
national climete characteriged by a sluggish growth of
world output and trade, fierce competition from
industrially deQéloped coﬁntries and a trend towards
raising protectionist barriers, meinteining a steedy
growth in our exports is a formidable.challenge. The
Committee believes thet provisicn of a package of liberal
facilities to the exporter community is necessary even
though it may result in & somewhet higher outgo of

foreign exchange as compared to the present expenditure.



It also belicves that our exporters are entitled to
ask for an exchange control policy fremework and
procedures which are not time consuming and do not
hinder their efforts to compefe efféctively in the

international merket.

2.4 Heving regard to.the high priority accorded
to export promotion by the Government of
lIndia,:it wastbut neatural that the terms of reference
6f the Committee should plecé greeater emphasis on
matters rclating to exports vis-a-vis other areas

fbrming part of the study.

Importance of Customer Service

2.5 In his inaugurel address to the Committee,the
RBI Governor had observed thst ECD is a
service-oriented department. As it is an arm of RBI
which comes into frecquent contact with members of the
public and the business community, the department is
one of the most importent image-building orgens of the
Country's'central baenk. The quality of service
rendered by ECD end the éfficiency with which it is
rendered, therefore, descrve RBI's speeial
attention. Simplification of exchange control rules
and proccdures within the framewerk of the overall

policy objectives hes to be a constant endeavour of
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RBI so that the procedures keep pace with the chenging
needs. With this goes the objective of removal of
irritants and outdated rules which no longer serve any
useful purpose. The Committee has borne this overell
objective in mind while recommending various procedurel
changes.

Need for grecater decentrelisation
and delegetion of powers

2.6 Another arca tc which the Committee has paid
special ettention is the need for decentrali-
sation of work and delegetion of powers. Administretion
of exchange control at present involves four different
tiers. At the apex 1level is the Government of Indie
which lays down the baosic policies releting to import
and export of goods, investment of forcign capitel in
India end Indian cepitel ébroad, foreign trevel by Indian
citizens, ctc. However, apert from formulation of the
basic exchenge control policies in consultation With RBI,
Government of India is elso directly involved in the
disposal of individual applications/cases tbrough the
Ministry of Finence and bodies like the Foreign Investment
Boerd (FIB) and Inter-Ministeriel Committees on joint
ventures and subsidieries ebrnad. Within RBI, the
Centrel Office of ECD is responsible for supervision

and control over the working of the Offices of ECD
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esteblished 2t various centres. The Central Office

is also responsible for keeping the existing policies
and procedures under regular review and has to
maintain constent liaison with Government (mzinly
Ministry of Finence ). Next to the Centrel Office come
the 16 Offices of ECD and one Exchange Control Cell
spread osver the country, which are meinly entrusted
with the responsibility of desaling with individuél
applications and cases on a2 deay to day basis. They

are also responsible for receiving a number of
periodical returns frem various egencies and
scrutinising them. At the lest rung of the ladder

are authorised dealers in foreign exchange which are
mostly commercial banks authorised to deal in forcign
exchange under licences granted by RBI. There are
2lso other agencies such as money changers, airline/
shipping companies and travel egents which are

granted licences by RBI to carry on specific activities
falling within the dnmein of exchenge control. As

the number of its own Offices throughout the country
is very small, RBI has to rely heavily on authorised
dealers for providing vaerious services to the community
of importers, exporters as well as travellers going

abroad.
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2.7 From the written representations received from
meny trade bodies as well as dialogues held
with a number of their representatives, the Committee
found that the present arrangements tend to concentrete
too many powers in ECD, particularly in its Central

Office.

Greater role for Authorised Dealers

2.8 With a limited network of 16 Offices of ECD
and one Exchange Control Cell, it is not
practical for BRBI to hendle all appliceations directly.
Consequently; authorised dealers . have to play a very
crucial role as agents of RBI in the administretion of
exchange control, particularly in matters releting to
importsland exports. The Committee has, therefore,
identified a2 number of areas where additionel powers
could be delegated to authorised dealers in the interest
of efficient custnmer service and quick disposal of
applications. The Committee is ‘aware that all branches
of zuthorised dealers dc not heve the rcquisite expertise
and trained personnel to handle specielised exchange
control work. The Committece hes, accordingly, reco-
mmended that while delegeting additional péwers to
authorised dealers in certoin specified erecas, a
degree of selectivity may be introduced. Even so, in

the Committee's view "control in detail" should now be



2.8

substituted by |'con'trol by principles and yardsticks".
In order to fulfil its supervisory role effectively,
RBI can introduce a reinforced reporting system end
meke more effcctive end systematic use of-other methods
like snap inspections of branches of authorised dealers
to ensure that they 2re conducting their forecign
exchange.business on sound lines and in conformity with

the prescribed procedures/stending instructions,

Concept of sclf-reguletion

2.9 The Committee believes thet if not the entire
exporter community, a number of leading
exporting cqmpanies have now atteined a certein degree
of meturity and could be relicd upon to have proper
internal checks and controls to ensure that their
ectivities are carried on in accordance with the guide-
lines laid down by RBI/Government. A degree of self-
regulation can now, therefore, be allowed to be practised
by well established exporters. The eligibility
criteria fér exporters permitted to practise
self—regulétion may be different for different purposes
although in all cases a proven traeck record would
be the sine qua non for special facilities being granted.
The Committee believes thet this is only an extension

of Government's policy to give special treatment to
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Trading Houses, Export Houses and 100% Export-Oriented
Units. The Committee hes thus tried to identify some
areas where exporters fulfilling certain eligibility
criteria could be subjected to a somewhat relexed
procedure so thet they could concentrate their efforts
on improving their export performence. Here too, RBI
can lay down a proper reporting system so as to eneble it
to deal with defaulters or perpetrators of irregularities

firmly end swiftly.

Policy Matters

2.10 In its letter addressed to vaerious trade bodie._,
the Committce had made it clear that matters
relating to export finance were outside the scope of its
terms of refercnce. Similerly, it wes clarified that the
Committee conuld not go into issues connected with the
basic import-export policies of Government of India and
the structure and quantum of various export incentives
provided by Government. In spite of these clarifications,
the Committee received a number of suggestions and oral
representetions which fell within one or the other of
the above two arces. Such recommendations/suggestions,
had to be left out of the scope of the Committee's'study.
However, RBI hes been rcquested to refer the important
recommendations/suggestions to the authorities

concerned.
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Organisaticnel asects

2.11 Exchange control and exchange management
covers & wide. arez of activities which have
grown in complexity over the yeers. #As the Committee -
had a specific mandaste to study the current exchange
Control reguletions relating to imports and exports,
it concentrated its attention on metters relating to
foreign trade end trade-releted travel. Since an
important objective of the study is to suggest measures
for bringing about an improvement in the quality of
performance of ECD in general and of its customer
service in perticular, the Committee has also thought
it desirable to make certain general recommendations
on organiseational aspects such as tr~rining and
placement of personnel and strengthening of the

inspection apparatus.

Methodoloqgy

Collection of suggestions/
views from interest groups

2.12 There 2re a number of organisations in the
country connected with the import-export trade.
The Committee, therafore, decided in its inaugural meeting
held on 10th December 1982 to request them through a
common letter to forward their written suggestions/views

to the Committee's Secreteriat. A circulzr letter was
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accordingly addressed to important Export Promotion
Councils/Commodity Boards, Chambers of Commerce &
Industry, etc. soliciting thgir views. and suggestions;
The letter end its enclosures are reproduced in
Appendix 'A'. Similar circular letters were also

addressed to all authorisad dealers and Offices of ECD.

2.13 All the suggestions received from different
organisations were given cereful consideration

by the Committee in the course of its deliberations,

Visits to important centres and
discussions with verious organisations

2.14 Apart from meetings held in Bombay and New.
Delhi, the Committee visited three importent
centres viz. Calcutta, Madras, and Cochin. 1In addition
to holding its reguler meetings there, the Committee took
the opportunity to discuss specific local problems with
representetives of Export Promotion Councils, Chambers of
Commerce, etc. The Committee held discussions with
represcntatives of @ few a2uthorised dealers at Bombay and
Cochin as well as senior officials of various Government
bodies such as the Tez Board, Jute Commissioner's Office,
Marine Products Export Development Authority, Enforcement
Directorzte, Customs &nd Excise, Trede Feir Authority

of India, etc. at these centres. The Committee also
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met the Officers-in-charge of the Offices of ECD end
{heir senior colleagues at Bombay, Caleutta, Cochin,
‘Madrss and New Delhi to discuss their suggestions and

operational problems.

2.15 The Federation of Indian Export Organisations
(FIEO ) had organised a Workshop in Bombay in
association with the Foreign Exchange Dealers’
Association of India (FEDAI) and Export Credit &
Guarantee Corporation (ECGC) to discuss various topics
covered by the Committee's terms of reference. A similar
Workshop was élso organised by the Aésociation of Indian
Engineering Industry (AIEI) in New Delhi in August 1983.
Both the Workshops were 2ttended by some members of the

Committee who found the discussions useful.

2.16 A complete list of organisations which sent
delegations to meet the Committee at different

centres is given in Appendix 'B'.

Internel Study Groups

2.17 Certain importent topics covered by the terms
of reference of the Committee such as export

follow-up procedure and forward cover fecilities had

been earlier referred by RBI to internal Study Groups.

Since the recommendations of the internel Study Group on
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Export Follow-up Procedure hed already been finalised and
accepted By'RBI for ‘Implementation with effect from lst
October 1983, the Committee did not,consider it necessary
to go into the problem afresh. As the Study Group on
Forward Facilities had also nearly completed its work and
prepared 2 preliminesry report for submission to the RBI
Governor, the Committee did not attempt an independent
examination of the subject. It, however, referred some
important suggestions rcceived from different interest
groups to the RBI Study Group for consideration. While
framing its rccommendations regerding project exports, the
Committee has taken due note of the recommendations
contained in the Report of the Task Force on Project

Exports appointed by Government of Indie in May 198l.

Structure of the Final Report

2,18 The recommendations of the Committee on verious
subjects are incorporcted in the subsequent
chapters. The recommendations have been grouped subject-
wise and the rationale behind each recommendation has also
been explaincd. The relevent parzagraphs of the Exchange
Control Manual (ECM) heve also been cited, wherever
appliceble. As the recommendetions conteined in the

Committee's Interim Report precsented to RBI in June



2.14

1983 ere an integrel pert of the whole study,

they have elso been incorporeted in this Report.

They have, however, been marked with asterisks. A
Summery of the recommendetions is given in Chepter XIV.
The full forms of verious cbbreviations used in the

Report have been given in Appendix 'C’.
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*Poriod for rezlisction of oxport proccids =
(Parzgreph 11A.9 of ECM)

3.1 In t:rms of th: provisions of For:ign Exch=2ng:
Roguletion Rulas, 1974, tho velu: of goods
:xport:d to Prkisten end Afghenistan und:r normel or
'cosh' turms is raauired to b reoelisod within e period
of 3 months from th: detc of shipmunt, whilc in ruspoct
of such cxports to 211 othor countrics tho cxport veluo
hes to bc r.elisod within e poriod of 6 months, Histori-
celly, the shorter puriod of 3 months provid.d for
rcelisction of procoueds in ruspect of exports to Pekisten
end Afghznisten wes meinly on eccount of proximity of
those countriss to Indie. Howovzr, in ceso of coxporis to
other neighbouring countrics lik. Sri Lenke, Burme, otc.,
tho puoriod ellowed for ruoelisetion of cxport procceods is
6 months. Evon Bengledosh, which prior to its soperetion
from Pekisten wes ellow ¢ 2 puriod of 3 months, now géts
2 period upto 6 months for remitting thc proceuods of
goods importod from Indie. Further, geogrzphicel
proximity of the importing country hes grcduzlly lost

its relevenc:, perticulerly in the cesc of uxports by air.
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The Committoe feoels thet in the chenged situetion it
is znomelous to provide for & shortur pcriod for
rocelisation for only two noighbouring countrics

vis-a-vis Indie's othcr treding pertnors.

3.2 Th: Committcoe, zccordingly, rocomm:nds thet

th

13)

period for r-elisetion of uxport procuoads
in rospuact of shipmonts to Pekisten end Afghenisten
mey ba reisad from 3 months to 6 months to bring

thaesce two countrics on per with other countrics
importing goods from Indie on cesh torms. RBI mey
promotce nccessery emendment to the Foreign Sxchange
Reguletion Rules, 1974 in this bchelf,

*Extonsion of timc limit for recelisation
of cxport veluc (Percgrepinh 11C.28 of ECM)

3.3 In terms of the Forcign Exchenge Reguletion
Rulcs, 1974, an cxporter is roquired to

obtezin RBI's prior epprovel for cxtension of the

pariod for roelisetion of cxport procecds boyond

6 months (or 3 months a2s thc cese mey bc) from the

dete of shipment whenever ho is unabl: to reelisc

the proceeds within the stetutory time limit. RBI

grznts such oxtension on being setisfied that the

r:eliseztion of ocxport proccoeds wes not possible in

spite of the bost cfforts of the exporter, duc to

circumstences bayond his control end thet the oxtension
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of time, if grentaod, would cnzble him to recalisce the

nrocecds during the extendcd period.

3.4 In the cese of meny countrigs feced with
belence of pezymonts difficultics, even though
imoort :re retire the import bills end deposit ths valuu
thoronf with local bznks in the home currency,
cxtirnelisetion of funds, wiich rcquires prior pormissior
of tho c:ntral benking euthority of tha country
conc:rnod, tekes considarabl. time depending upon the
stringency of its oxternel roscrves oosition. In ell
such c3sus, since thoe export veluc -is not repetristed
to Indie within the tim. stipuleted for reelisetion of
prococds, the concernud exporter hes to obtein cxtension
of tim: from RBI. The situction is biyond the control
of the c¢xportur, and th:e meking of epplicetions for
extinsion of tim. end th: grant thorcof zr. more

formelitius.

3.5 As BBI is the stetutory esuthority vestad with
tha power to gr:nt _xtonsion of time, e2ll
these routin - applicetions havo et pres:nt to b. doelt
with by ECD. . General permission to authoris=zd
d.elars to dispos: of such routinc zpplicetions would
assist tha 2xport.ors through speadicr disposel of

epplicetions and r.ducc the edministreztive burden on 7RI
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3.6 The Committee, therefore, recommends thaet RBI

may give generel permission to authorised deelers
to allow extension of time for rezlisction of export
proceeds in ceses where the export bills heve been retired
by the importers by making peyments in domestic currencies
but externelisstion of the funds is delayed due to locel
exchenge control restrictions. RBI may promote necesscry
amendment to the stastutory provisions, if necessary and
issue edministraetive instructions to asuthorised declers in
this regerd. In all other csses, the anplicetions for
extension of time should continue to be made to RBI.
*Reduction in invoice value of

Export shipments
(Peragraph 11C.23 of ECM )

3.7 The need for a reduction in invoice velue of
goods exnorted generally arises on account of

late shipment, fall in demend in oversess markets, chenge

in fashion, inferior cquality of goods, refusel of originel

buyers to accept consignments leeding to sele of the

goods to elternete overscas buyers, etc. While cquality

cleims ere lodged asfter peyment of the export value by

the oversees buyers, reduction in invoice velue is insisted

upon by the oversees buyers és a pre-condition for

accedtence of shipping documents and clecrence

of the goods. In such ceses, the exporter is
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shipmant hes 2lrcedy boon med: end cloerence of goods
end paym:nt therofor is in jeoperdy. In the cbsounc.

of ¢ r.edy 2ltornete buy:r, the Indien oxporter is in

e w:zk position vis-a-vis the consignee 2nd unless e
quick s.ttloment of th.: disputc is errived et, the
2xporter oftin ¢nds up peying edditionel emounts in
for:ign .xchenge towzrds demurrzge, benk cherges, were-
housing cherges, cotc. As timo pesscs, the risk of the
consigncee dumending @ heevier raduction in the invoice
veélus or eltogrther becking out from the commitmont clso

incr-ascs.

3.8 Whil: considcring applicetions for roduction
in invoicc veluz, in eddition to chacking the
bone fides of the roquest with reforance to documentery
evidencz, RBI tekes into eccount the past purformence of
thoe concerned exportur in rugerd to coxport rcoelisetions,
cxport outstandings buyond tho period prescribed for
rcelisetion end the frequency et which he epplics for
roduction in invoice. veluc. Wide powuers heve boen

dcleget.d to Offices of ECD to deel with such epplicetions.

3.9 No powcrs heve, howoever, boen doligetod. to
authorisced deelers in this regerd on thoe ground

thet they heve no maens to vorify the overell oxport
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parformence (perticularly oxport outstandings ) of

th. concerned cxporter who is et liborty to deel with
any numbor of bznks. Authorisad deelors also do not
aeve ready informetion about exporters under investi-
gction by the Enforcoment Dircctorztc. While thesc
cr. velid rcesons, thoe Committoce focls thet thore is
n::d for .xpeditious ection in such cescs beceuse
..ley in accepting the requests for reduction in
invoice veluce cen lecad to further roduction beoing
domended by the oversces buyors duc to pessage of time.
Tho tommittco fecls thet thore is e cesc for
szl:ctively ellowing cxporters of proven crodontiels
to sottlc domends for smell roduction in invoice vslue

without the prior pcrmission of RBI.
3.10 Tho Committcoe, thoerefore, rccommends es under:

i) The exporters enjoying Blenkcet Pormit
fecility mey be ellowed to egrece, on
thcir own, to e rzduction in invoice
veluce upto 10 per cent of the velue of
e shipment subject to ¢ ceiling of
Rs.10,000/- end complience with floor
price requirements, if eny. This
fecility ncod not, howcever, be extoended
to shipments of reaedymede germents and
leether goods, the coxport of which is
subjcct to allocetion of quotes by thu
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Government of Indis. Thoe cxporter should
2xpoditiously roport detzils of cech cese
to RBI through his bink together with
supporting documcunts for post fecto

scrutiny.

ii) Tho position in reogerd to the deliugetion
may be roviecwed by BRBI efter @ recsonebl:

trizl of say, on. ycor.

iii) All othor cescvs of ruduction in invoice
vclue of c¢xport shipments mey continuc
to be referred to Offices of ECD through
the oxporturs' benkcers es hitherto.

¥Romittences on eccount of gquelity
<tc. cleims on cxport shipments
(Perzgreph 11H.10 pf_ECM)

3.11 Quelity cleims on cxport shipmonts erise meinly
on account of inf:rior quelity of goods, shortr e

in wcight or quentity, l:zte shipment, non-fulfilmont of

somc contrect torms, oxponses incurred by oversces buy..rs

for processing or reconditioning of goods, ctc. Sinc:

the epprovel of romittences towerds cleims involves use

of & feir degree of discrotion, no powdrs‘hava boon

dclegated by RBI to euthoriscd deelers in this regerd.

Wide powars er., howcver, vaostad in Offices of ECD to

epprove such epplicctions,providad they arce properly

documcntued. In ruspect of epplicetions whaere the emount
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of cleim/invoicc veluc of the shipmont itsclf is so
small thet it is not tconomiccl for thoe oxporter to
obtain en independent survey/inspcction report, which
is othcrwise en oessentizl requiremant, the Officcrs—-
in-Chergz of Officus of BCD have powoers to approve the
~anlicections if the ovcréll oxport performence of the
concernad oxporters for the proevious two ycers is
consider:d setisfectory. Further, euthoriscd doelcers
hcve beon pormitted to offcct romittences towerds
small veluc cuxport cleims egeinst Blenkct Pormits
issucvd under the ITC Scheme, on bcehelf of the holders
of such permits, providaed the aemount of @ cleim docs
not cxceced 10 per cent of the f.o.bs veluo of the

shipment or Rs.10,000/- whichover is lose.

3.12 A freaquency enelysis of quelity cleims
ailowcd by som: of the Offices of RCD
indicet.d thet e high pcrcoentzge of epplicetions for
remittenc:s towerds coxport cleims is for roletively
smell emounts. Tho Committec is of the view thet
auick scttlement of such cleims is nucessery for
crceting confidence emong forcign buycers éend,
therefore, limited delegetion of powers to aeuthoriscd

dcelers 1s dosireble.
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3,13 The Comnittee, eccordingly, recommends thet
powers may be delegeted to authorised deelers
to 2llow remittences towcrds smell velue cleims unsto
10 per cent of the invoice velue or Rs.20,000/- whichever
is less, provided the applicetion is supported by the same
documentary evideince as is reauired to be submitted by
the exporters to RBI under the existing procedure. RBI
may issue detziled guidelines to authorised dealers to
enéble them to handle such applicetions end elso introduce
2 suiteble reporting system.
*Waiver of GR/PP Form Procedure

for Gift Articles (Pareqrzphs 11A.3
eand 11 1.2 of =CM)

3.14 According to the existing procedure, residents
-2re permitted to send by post parcel smell giftics
in fevour of their nesr relativés/friends living ebroed,
without compliance with the GR/PP Form procedure pProvided
the velue of each such gift is not more then Rs.50/-. To:
sender is required toO meke 2 personel decleretion to the
effect thet the value of the gift does not exceed ",50/-
end thet its despetch does not involve eny trensection in
foreign exchanqe. The value linit of ™.50/- for such
gifts hes remeined unchenged for meny yeers. As the
prices of gift articles heve increesed manifold, hardly
any worthwhile gift cen be Bought with 2 nominel emount

of #.50/~
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3.15 Authorised dezlers are permitted to issue
certificetes in fevour of their reguler
constituents to send gift erticles ebro&d, provided
the gift proposed to be sent does not exceed f5.500/~
in velue and the gift is sent by eir-freight or by
post parcel. In ell ceses Where the velue of the gift
to be sent to 2 non-resident reletive/friend without
its.being declered to the Custioms on an export
declerastion form exceeds ".500/-, the sender has to
meke an epplicetion to RBI for necessery permission,
Such epproveals grented by RBI are commonly known as

"GR/PP waivers".

3.16 The Committee is of the view thet owing to
the generel increese in the prices of gift
articles over the yeers, there is need for revising
upwerd the velue limit upto which residents mey be
permitted to send gift percels 2geinst their personel
declerations and without complying with the GR/PP
form formelities. There is also need to rezise the
value limit upto which euthorised dezlers could be
permitted to issue certificates in favour of their
reguler constituents for sending gift percels to

relatives/friends living abroad.
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3.17 The Committee, therefore, recommends &s under:

i) The existing limit of #.50/- upto
wihich gifts ere llowed to be sent
by residents to their non-resident
reletives/friends on the strength of
the senders' personcl declécretions
end without compliance with GR/PP
form procedure may be reisad to
is.200/-. This should cover 21l modzs
of despetch., Necessery steps mey be
tecken to emend the two Notificetions
issued by Government of Indie on lst
Jenuery 1974 in this behelf.

ii) The existing-limit of %.500/- upto
which authorised dezlers are permitted
to issue certificetes in fevour of
their reguler constituents for sending
gift erticles abrosd mey be raised to
Bs.2,000/-. This should be a per cepitea
per annum limit to be wetched by
euthorised declers who may allow only
reguler constituents to avail of the
facility.

Replecement of defective parts - reimbursement
of expenses incurred by oversecs buyers

3.18 During the discussions the Committee hed with
some trazde orgecnisztions, e suggestion wes mede
thet exporters mey be grented blenket permission upto

5 per cent of the vzlue of equipment/mechinery exported
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to enable them to export from India new spares in
replacement of defective parts or to reimburse the
zctual cost of the speres, if purchased locally by
the oversees buyers, during the warranty period.
‘Yhile the Committee does not fsvour the idea of issue
of blznket permission for the purpose in question, it
feels thet in some cases where sfandard spsres are
evellable locally in the country of the buyer and the
cost of such spares is small as compered to the
expenses involved in despstching them from India, RBI
should allow the exporters to reimburse the cost of
such spares ourchased by the oversees buyers locslly
(and not from third country sources ), during the warranty

period.

3.19 The. Committee, accordingly, recommnends that
RBI may evolve a suiteble procedure under
which .dian exporters could be given, on the merits
0of individual applicstions. Exchenge Control approval
to remit funds from Indie to the overseas buycrs in
reimbur;ement of the expenses incurred by them during
the warfanty period towards the cost of spares in
replacement 0f defective parts of machinery/equipment

imported from India.
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Undrewn Balences -
(Peregreohs 11C.12 end 11C.13 of BCM)

3.20 In respect of certzin commodities like mineral
ores, jute .qoods, cashew nuts, etc. which are
prone to shrinkege, loss of weight, chenge in chemicel
properties end the like,oversees buyers have been
treditionelly insisting_on the Indian exporters drewing
bills of exchange for an amount somewhct smaller than the
full invoice velue, so that the undreawn balence could be
adjusted against subsequent quslity claims, should any
cleims eactually erise., The existing procedure permits
the exporters to draw bills lesving an undrawn bzlence
uoto a maximum!of 5 per cent-of the invoice value, subject
to the exporter giving an undertaking to reelise/account
for such undrawn balence within 6 months from the dete
of shipment. Letely, some other commodities like leether
goods, resady-made germents, onion, gerlic, dry fish, etc.
are also sought to be imported under a similer arrange-
ment, mainly by buyers from the Rupee Paymeht-Area. Indian
exporters ere recuired to obhtein prior epprovel of RBI in
coses where it is not customery to leave eny undrawn
balance in respect of a particuler comnodity or where the
balence to be left undrawn exceeds 5 per cent of the

invoice value.
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3.21 At present, the Offices of ECD have no

powers to consider such recuests from
exporters and 8ll the recuests ere recuired to be
raferred to Central Office of ECD for considerstion.
This cen occasionally cecuse delay in conveying the
anprovsl and mey even lezd to cencellation of the
export order. The Committee feels thet the powers
to grant aporovels for csses involving undrawn
balances beyond 5 per cent need not remain concentrated

in the Central Office of ECD.
*3,22 The Committee, therefore, recommends as under:

i) RBI should, in consultstion with
Government of India, drew up a list
of commodities in respect of which
exporters could be allowed to draw
bills leaving undrawn balances. The
list should be revised from time to
time.

ii) In respect of the commodities so
identified, powers may be delegeted
to euthorised dealers to accept eiport
bills in cases where the belance to be
left undrawn does not exceed 5 per cent
of the total invoice velue, irrespective
of whether the export order is covered
by a letter of credit or not. The
epproval should be subject to the
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exporter furnishing an undertcking
regsarding repatriation of the undrewn
portion or accounting {Qr its

ad justment against a quality claim,
within 6 months from the dete of

shipment, as et present.

‘iii) In respect of identified commodities,
Centrel Office of FCD should lsy down,
in consultetion with Government, the
meximum percentzge upto which balances
could be permitted to be left undrewn
by exporters in respect of each
comnodity included in the list.
Offices of ECD may be permitted to
decide cases of undrawn balences upto
the specified percenteges without
reference to Central Office.

iv) Applicetions involving undrawn
balances in excess of the specified
percentages in respect of identified
commodities and applicetions involving
rundrawn balances in respect of any
commodity not included in the approved
list, should be dealt with on merits
in ‘Central Office of ECD.

3.23 * The problem relating to undrewn balences in
respect of export of cashew to U.S5.A. is
somewhat peculiar. The buyers' agents in U.S.A.

(brokers ) place orders on Indian exporters for supply
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of ceshew nuts with a condition that 5 per cent

of the invoice value should be left undrawn at the
time of shipment. Out of this undrewn balance,

2.5 per cent of invoice value represents commission
peyable to the agents and the remeining 2.5 per cent
is for adjustment towards the buyers' c%gims on
account of quality of the ceshewnuts sdﬁplied.
However, insteaed of accounting for the undrswn balance
independently for each shipment, the U.S. brokers

keep with themselves the balences due to the exporters.
They maintain running aceounts:-in :their boéoks in the
names of the concerned Indian exporters and freely
adjust amounts due by and to them through these
accounts. - Large accumulsted balances are held in such
running accounts. Even when somg amounts are remitted
to India at irreguler intervals, they ere not related
to specific shipments. As & result, authorised
dealers are not able to identify the relstive triplicete
GR forms and send them to RBI duly certified. A

large number of triplicate GR forms heve accumulated
with the branches of suthorised dealers in Kerala,
perticularly in the Quilon erea. The follow-up of
undrewn balances in resp~ct of shipments of cashew

to U.S.A. hes thus been rendered extremely difficult
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and has created 2 greet desi of infructuous work for
the Cffice of =CD st Cochin &s well es for authorised

dealers.

n

3.24 The problem in this regerd is two-fold s first,
how to secure repetrietion of the balances
alreedy eccumulated in running eccounts with the U.5.
brokers and dispose of the relastive triplicste GR forms
lying with a2uthorised dezlers and second, how to eavoid
eccumulation of undrawn bzlances with U.S. a2gents in
future. To overcome the present impesse, the Committee
feels thet RBI should adopt e cresh programme to close
the ceses releting to old shipments of ceshew, in resoec™
of which undrewn balances have not been accounted for
and there is no possibility of such bzlances being
repetriated to Indie. Further, for crecting confidence
in the minds of U.S. brokers thet quality claims as and
when preferred would be quickly honoured by the Indian
exporters with relatively simple documentery evidence
being demanded, powers would have to be delegeted to
authorised dealers to 2llow remittances on eccount of
cleims against exports of cashew upto a limited extent.
Vthere necessary, RBI mey also have to agree to exporters
of cashew furnishing bank guasrantees in favour of their
U.S. importers in case the latter are prepared to accept

guarantees in lieu of undrawn belances.
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The Committee, accordingly, recommends as

under:

The Conmittee hes, vide paregraph 6.22

of this Report, rccommended that RBI

end ITC Blanket Permit Schemes should

be combined. Pending introduction of a
unified Blanket Permit Scheme, exporters
of ceshew holding blanket permits under
R3I Scheme may be granted the fecility

at present aveileble to holders of

Blanket Permits under ITC Scheme of
settling on their own, small value export
claims upto 1O per cent of the f.o.b.
velue of shioment or Rs.l10,000/- whichever
is less. This facility may also be made
eveilable under the unified Blanket Permit
scheme proposed under peregreph 6.22 of
this Report.

The problem of oucstanding triplicete

GR forms releting to export of cashew

nuts to U.5.A. needs to be handled by

RBI on & specicl footing. Insteed of
allowing these triplicates to remain with
suthorised deelers indefinitely, Office of
ECD at Cochin should cell up eall triplicstes
which have remained with eauthorised dezlers
for more than one year from the dates of
relative shipments and close &ll those
cases where the amounts still outstending
ere relctively small and chences of their
realisation are not considered good. s
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fer es possibla, all such ceses which
era outstanding for more than one year
and the unreelised balance 1is less
then 2.5 per cent of invoice value of
the relative shipment or Rs.5,000/-,
whichever is less, should bg closed.

3.26 At the suggestion of the Committee, the Cashew
Sxport Promotion Council had-ééteed to discuss
with the U.S. importers the possibility of opening letter
of credit for 97.5 per cent of the invoice value of each
shipment leeving only 2.5 per cent of the invoice velue
undrawn for direct payment of broker:ge or commission.
If the U.S. importers/brokers eccept the proposel, RBI
may examine the feasibility of allowing Indien exporters
to execute bank guerentees in favour of the U.S. importer:
to ensure prompt settlement of claims, in cecse such a
counter-demand is mede.

Exports on consignment besis
(Perzqgraph 11 C.15 of ECM)

3.27 Exporters maintaining warehouses/treding
‘brenches ebroed with RBI's permission export
goods to such warehouses/brenches for off-the-shelf
delivery. Such shipments ere declared on GR forms in
the normsl wey but it is not always possible for the

shippers to dispose of the goods strictly in the

z R8BI

-

113l LIBRA
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chronological order of their errival in the warehouses/
traéing branches and/or within the period prescribed

for reelisetion of export proceeds. As .a result,
authorised dealers cannot certify realisation of procceds
on the triplicate (now duplicate) copies of the relative
forms as they cennot exactly metch the proceeds

realised with individuel shipments.

'3.28 Sugngestions were received from some querters

that a considerably longer period should be
permitted for reclisation of velue of all goods exported
on consignment basis. The period proposed veried from
one year to two years. The Committee is unable to |
endorse the suggestion for an across-the4board:increase-
in the period prescribed for realisetion of exbort value.
The Committee, however, recognises the need for a somewhat
relaxed procedure for accounting for the proceeds of
off-fhe-shelf sales of products exported on consignment
0551s t o warehouses and trading branches. Accordingly,
as far as exporters permitted to maintain warghouses/
trading branches abroad are concerned, the Committea
recommends that RBI should evolve a procedurec under which
the duplicete GR forms covering consignment exports to
such warehouses/brenches abroad need not be routed

through authorised dzalers.
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3.29 The Committeec recomaends thet RBI mey recuire
exporters effecting shipments in fevour of
their own werehouses/trading branches ebroed to get the
GR forms on which such shipments ere declered anproved by
Offices of ECD at the pre-shiipment stege. R™I should
meintzin a record of such &nprovals so thet it could
initiete follow up ection, where necessery. The concerned
exporters may submit the Customs certified duplicctes of
such GR forms direct to the conccorned Office of =CD
within 21 deys of shipment, insteed of routing the GR
forms through euthoriscd deeclers as in other czses. On
rcalisation of export proceeds, the exporters should
furnish to RBI inward remittence certificetes on the
besis of which BRBI viould merk off the pending GR dupli-
cetes serielly even if lump sum remittences sre recceived
and a direct correletion cennot zlways be esteblished
between specific shipments 2nd emounts repstrietied. Such
exporters may also be permitied to apnly directly to the
concernad Office of ECD for extension of time for
realisetion of export proceeds in respect of all GR forms
which eare not merked off ageinst the proceads reclised
till the expiry of the period prescribed for realisation

of proceeds.
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3.30 In the cese of exporters (other then those
exporting goods on consignment besis to their
own werehouses abroed ) desiring to meke exports on
consignment basis, the main problem is that the
reelisation of full exnort proceeds within the
statutory period of 6 months is not possible and it often
becomes n=acessaery for such exoorters to obtein RBI's
eporoval for extaension of tima. Tha Committee is of the
view thet while there is no nced to grant across-the-
boerd increczse in the period prascribad for realisetion
of procecds of cxports made »n consignment bhesis, there
should bo a suiteble edministretive machenism by which
RBI could grent zxtension of time in such ceses at the
initiel steqe its2lf, on merits of individuel epplice-
tions. The Committee understeands thet RBI hes set up
en Inter-Depertmentel %lorking Group with ECD ss the
focal point to consider proposels for export (of non-
engineering goods ) on credit terms extending upto 365
days. The Committeec is of the view that the exporters,
intending to meske exncrts on consignment besis and
desiring extension of time b2yond six months, before
making the shipments, chould bring their'proposals
before the Working Group. 1In epproved ceses, exporters
should follow the normel GR »nrocedurz under which

duplicete GR/PP forms woyld be submitted to esuthorised



3.23

dealers alongwith shipping documents and it would be the
responsibility of the concerned authorised declers to
watch repetriztion of export proceeds end to forward the
relative duplicete GR/PP forms to RBI on rezlisation of

the proceeds.

3.31 The Committec eccordingly recommends thet the

ceses of export of non-engincering goods on
consignment besis in fevour of ovarsecs perties other
then the exporters' own warehouses, where the period for
rcalisation of export proceeds is likely to extend beyond
180 days may be referrced for nrior cleerence to the Inter-
Depertmentel "orking Group set up by REI. In all such
ceses epprovad by the Inter-Depertmantsl Working Group,
the exporters should follow the normal GR procedure.

Remittéence of cgency comumission on cxports
(Peregrepns 11H,.1 to 11:-.8 of ECM)

3.32 Uncder the existing rules, epplicetions for &d-
hoc remittences of commission on ex»’orts are
recuired to b2 raoferved to RBI. RBI normally allows
payment of commission upto 10 per cz2nt in casc of non-
traditionel items of export which ere included in the
'scleoct' list end upto 5 per cent in the cese of tredi-
tional items of export included in the 'mon-sclect' list.
There ere, howevar, a2 number of commodities ¢.g. loose

tea, jute goods, cotton textiles, etc. in respect of
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which lower sub-ceilings for the rete of agency commission
are prescribed. Export of technicel or consultancy

services is trested on par with 'select' items for the

purpose of payment of commission.

3.33 In order to avoid frequent epdplicetions to RBI
for remittance of commission, exporters cen
register their agency agreements with RBI which issues
registration certificetes to them. On the strength of
such registrafion certificetes, euthorised dezlers can
effect remittances of commission as soon as shipments are
made end shipping documents ere submitted to them for
negotistion or collection. The registration certificates
are velid for 3 yeers 2t a time end authorisad dezlers
are nermitted to meke remittance of commission upto one
year beyond the dete of expiry of the certificetes. 1In
cases where exporters have not obtazined registretion certi-
ficzstes, authorised dealers heve been permitted to remit
commission or ellow deduction of commission amount upto
5 per cent of invoice value from the invoice itself,
provided, among other things, the shipment is covered by
a letter of credit, the rete of commission is normal for
the line of trede in auestion, the letter of credit
provides s»necificelly for payment of commission and the
amount of commission is declared on the relative GR/PP

forms.
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3.34 Registretion of agency egreements is optional-
Powers heve been delegeted to Offices of ECD

to cleer zd-=hoc zpplications for remittence of commission

and normally cases ere not reguired to be referred to

Centrel Office of BECD excent where the proposed rete of

commission exceeds the norms lzid down. Exceptional

ceses are considered by Centrzl Office of ECD in

consultetion with Govermment, where necessery.

3.35 The Committee feels thet RBTI should encourcge

long-term agency agreements as this would ensure
a2 continuous znd nealthy reletionsiiip between Indien
exporters end their oversezs agents. To fecilitste this,
the reqgistrstinn certificetes may be made valid for a

sufficiently long period, sey, upto 5 yecrs.

3.36 In regard to ed-hoc applications for
remittance of &sgency commission, RBI hés been
following well established norms concerning meéximum
vermissible retes of commission end documentery evidence
in supzort of spplicetions. The Commitiee feels thet
there 1s a céese to delegate powers to authorised dealers
to deel with such applicetions upto a certain percenteaqge
limit subject to compliance with necessery procedurel

formalities which are et present recuired to be observed
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by Offices of R"CD. Such delegetinn would help exporters
to secure fester epprovels for remittance of commission
and also relieve the pJressure of routine work on Offices

of ECD.

3.37 At present, there is only limited delegetion of
powers in fevour of cuthorised deelers in terms
of which they cen ellow payment of commission upto 5 per
cent in case of export shipments covered by letters of
credit, irrespective of whether the commodity involved is
a 'select' list item or a 'non-select' list item. Most
ceses releting to pcyment of commission on export of
'select' list items heve to be referred to RBI since the
rete of commission in such ceses is generelly in excess
of 5 per cent. The Committee is of the view that in order
to meke the delegetion more meaningful, powers could be
delegated to zuthorised declers to sllow peyment of
commission upto 5 per cent in respect of exports of
'non-select' list items e&nd upto 10 per cent of invoice
value in ccse of 'select' 1list items of export,
irrespectiva of whether or not the shipment is covered
by a letter of credit. As en edditional sefequerd, a
suitable monetzry ceiling could be stipulsted in either

case. In the Committece's view s ceiling of Rs.25,000/-
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in case of 'non-select' goods and a ceiling of
i5.50,00C/- in cese of 'select' list items would be
reesoneble. In the cese of 'non-select: items of export
for which commission payment 2t rates lower then 5 per
cent is permitted by RRI also, the monetery ceiling
‘could be %.25,000/-. RBI would heve to furnish

deteiled lists of commodities fslling under the 'select'
list and 'non-select' list items of export for the
guidence of authorised deslers. Similerly, RBI would
also heve to circulste complete detsails of commodities
in respect of which the meximum permissible retes of

commission are lower than 5 per cent.

3.38 During the discussions the Committee hed with

reprecsentctives of euthorised dezlers, & view
was expressed thet it might not be precticeble to
delegate these powers to 2ll brenches of authorised
dealers handling export documents es meny brenches did
not have the reauisite experience end trained staff to
perform the work. On the other hand, it was pointed out
that if the number of branches of zuthorised dealers
exercising these powers wes limited, exporters might
experience some difficulty in that the branch handling
shipping documents might not necessarily.be a

designated brench for the purpose of hendling ad-hoc
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applicztions for remittence of commission. The Committee
feels thet RBI should take thea finzl decision in this
regard in consultaetion with authoriscd dealers es their
experience and views would provide en importent and

useful input to the decision meking process.

3.3¢ At times, exporters enter into egreements with
thelr overseas egents pnroviding for retes of
commission upto certain percentage of the value of export
orders secured through their efforts. At present, Offices
of ECD insist on the exporters concluding &gency agreements
with fixed rz2tes of commission so thet there is no
ambiguity or element of uncertainty ebout the éemount of
commission to be remitted from time to time. It was
represented to the Committee by verious export orgenisa-
tions that provision: in the agency sgreements for payment
of commission upto a specified meximum percentage of vélue
of shipmznts occzsinnelly enehles exoorters to negotiste for
a lower amount of commission commznsurate with the esfforts
put in by the oversezs egent for securing the orders,
provided the meximum rite upts which commission is payable
is within the rete upto which RBI normelly cllows payment
of commission in respect of the commodities in cuestion.
Sometimes exporters also enter inpo egency agreements

providing for peyment of commission on graded sceles
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related to the vzlue of export orders. The Committee

L

is of the view thet there sliould be no objection to
exporters entering into 2gency egreements providing

for payment of commission upto specified maximum rctes
or on graded scales, since such agreements would result
in saving of foreign exchznye. Sometimes it becomes
necessary for exporters to c¢vsil of the services of more
then one agent e.g. when there is a2 general or sole
selling enent for el11 exports going to e particulsar
country/territory but other agents' services &ere engegec
occesionelly for rendering after-sales services. The
Committee feels thet RBI should allow exnorters to pay
commission to more than one oversees agent in respect of
the seme export order, provided the totel outflow on
account of commission in such ceses is not in excess of
the amount of commission calculated at the rete normelly

ellowed by RBI in respect of the commodity in question.

3.40 A suggestion was received from some quarters
that exporters mey be 2llowed to pey agency
commission in ra2spect of exports of mechinery and
equipment made by Indian pertners ageinsf their ecquity
participstion in joint ventures abroad. The Committee
finds this suggestion untenable. The machinery end

equipment to be supnlied to an oversecs joint venture
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agelnst equity participetion in it is identified by

the conpe;ned perties before entering into an &sgreement.

A third perty has no role to pley in such bileterel
arrzngements and, therefore, there is no cese for the
nayment of commission to an egent. If, however, exports
are mede tQ an overseas joint venture by an Indien
nerticipent in the ordinery course of export business

i.e¢., under normal peyment terms and the exporter has a
gzneral or sole selling agent for the area, there should be

no objection to the agent being paid his usual commission.

3.41 It wes also represénted to the Committee thet
in cases where exporters have entered into sole
selling egency agreements, egency commiésion should be -
allowed to be paid to such agenté in free foreign exchange
and through third country chaennels even in respect of
exports mede under Rupee Lines of Credit extended by
Government of Indie as well as Indien finenciel institu-
tions like Exim Bznk to foreign Governments/financisal
institutions. The argument advanced in support of the
demand was that such sole selling egents are expected to
render after-sale services during the warranty period
even if the exports are made under Rupee Lines of Credit.
The Committee is unable to eccept this argument as velid.

Rupee lines of credit, particularly those arranged at
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Government level, are extended st concessive retes of
interest and the importer country is presumed to have

e ready 'shopping list' for Indian goods to be peid

for out of such credits., In fect, the commodities to
be exported under such lines of credit ere carefully
identified in consultetion with the importer countrics
end lists thereof eppended to the credit zgreements.

In such direct or bilateral deels, intermediaries heve
hardly any role to play. Further, the importer country
has 'a right to insist on the entire amount of the :Tupee
credit being available for payment towerds the cost of
goods end to stipulate that no deduction would be
permitted towards payment of agency commission even in
its own currency. Permission to pay agency commission
in such cases would thus result in an additional outgo

of foreign exchenge.

3.42 The Committee notes that at present RBI ellows
payment of commission in the currency of the
importer country by way of deduction from the invoice
value in respect of exports under lines of credit
extended by Indian financial institutions/commercial
banks. The Committee feels that the existing procedure
should be allowed to continue, provided the importer

country concerned hes no objection to such an errange-

ment . RBI mey consider allowing payment of commission
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in free foreign exchange through third country channels
in such cases on a selective basis - &s an exception and
not a rule - only if the rumee credit does not exceed 90
per cent of the FOB velue of exports, the bzlence 10 per
cent coming from the importing country es advance/down
peymant. As regerds exports covered by Rupee lines of
creoit exfénded by Government of India, however, the
Commiftee’is'of the view thet na.agency commission, either
by way of dedUCtion.froh the invoice velue or in free
foreign exchange, should Bg ailoWed to be paid.
Accordingly, the sole selling)territorial agency
agreements signed by Indien exporters, should contain a
clause to the effect that no commission would be payable
to the sole selling agents in respect of exports covered

under Rupee Lines of Credit extended by Government of India.

3.43 The Committee, accordingly recommends as under:

*i) The period of validity of the Registrztion
Certificetes for commission égency'agreements
may be raised to 5 years or till the validity
of the relstive agency egreement, whichever is
earlier. The existing provision permitting
authorised dealers to effect remittences of
commission within & period of one yecr beyond
the date of expiry of the registretion certi-
ficetes may remain unchanged.
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*ii) Powers mey be delegzted to euthorised
deelers to sllow ad-hoc remittances of
egency commissior. upto 5 per cent of
invoice velue in respect of exports of
'non-select' list items with &n over-—
riding monetary ceiling of Fs.25,000/-
and upto 10 per cent in respect of
'select' list items of export with en
over-riding ceiling of %5.50,000/-,
provided the amount of commiscsion is
declered on the relztive GR/PP form(s ),
the rete of commission is within the
rate epplicable to the commodity in
question and suitable documentary
evidence is produced by the exporter
to show that the order was secured
through the overseas e&gent concerned.
RBI may furnish to authorised declers
full details of 'select' and 'non-select'
list items of export as also of 'non-
select' commodities for which lower
percéntagewise sub~-ceilings are
prescribed for payment of commission.
Changes, if any, in the lists of 'select'
and 'non-select' items as well es in the
sub-ceilings, if any, should be
communicated to authorised deelers
expeditiously. These delegeted powers
should apply to all shipments irrespective
of whether or not they ere covered by
letters of credit. They should, however,
excludz2 shipments going to any Bilateral
Account country ss peyment of agency
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commission in respect of exports to those
countries is governeu by & separate set
of guidelines. RBI mey issue detailed
guidelines to euthoris:d dealers about
disposel of an>licetions for remittance
of commission. A suiteble return should
2lso be introduced for authorised deelers
to report these céses to RBI &t periodic

intervals.

The question whether powers to ellow remittences
of agency commission against ad-hoc epplicetions
may be delegeted to all brenches of euthorised
decalers empowered to hendle shipping documents or
only to their designated brenches mey be settled
by BRBI in mutual consultetion with euthorised
dealecrs.

[/ Note:- The above recommendations differ from
the original recommendetion' contained
in paragraph 4.6(ii) of the Committee's
Interim Report in the following two
aspucts:

(a) In the Interim Report, the Committee
had recommended approvel by zuthoriseced
deelers of ad-hoc epplications for
remittance of commission upto 5 per
cent for 'non-select' list commodities
end upto 10 per cent for 'select'
list commodities but subject to en
overzll monctery ceiling of Rs.25,000/-
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iii)
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in eech casse. In the new
recommendetion, while the meximum
permissible percentzgaes have been
kept unchenged, the proposed
monetery ceiling has been reised
to Ps.50,000/- in the cese of
'select' 1list commodities.

In the Interim Report, the Committee
had - recommended delegation of powers
only to designated branches of
authorised deelers. The revised
recommendation leaves this question
to be settled by RBI in consultetion
with euthorised dealers after a

criticel study./

RBI may accept for registretion/
approval of remittence of &gency
commission, agency agreements
stipuleting 'meximum' retes of
zgency commission or retes of
commission 'upto' a specified
percenteage nrovided such meximum
rotes ere within the rates upto
wi.ich RBI normelly allows peyment
of commission in respect of the
commodities in aquastion. RBI may
also accept for registretion agency
egreements providing for payment of
commission on graded scéles based
on the velue of export orders
secured through the agents.
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vi)
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'RBI may also allow shering of

commission by more than one oversees

egent in respect of eny export order,

provided the totel outgo by way of
commission to different egents does

not exceed the amount calculeted et

the meximum rete unto which RBI
normally allows payment of commission
in respect of the comnodity in question
and apnointment of an edditional agent/s
is justified.

No peyment of commission necd be

allowed in respact of exports made to
overseas joint ventures against the
equity participation of the Indien
partners; There should, however, be

no objection to zgency: commission being

paid to e reguler sole selling egent

on exports to such joint ventures if the
exports are mede snd peid for in the
normal ‘way.

Agency cominission in respect of shipments
made under Rupee lines of credit extended
by finenciel institutions/commercial benks
mey continuc to be made by way of deduction
from the invoice value of eech shipment.

In exceptionel ceses, payment of commission
in free forecign exchenge in a third

country mey be considered by RBI on merits
only if there is an advance or down payment



of at lacst 10 per cent i.e., where

the line of crezdit is to cover a

maximum of 90 ner cent of the f.o.b.
value of goods exported from Indie.

Such exceptional cases should be
considered in the Central Office of =CD.

No agency commission, either in locel
currency by way of deduction from invoice
velue or in {ree foreign exchange, should
be &llowed to be paid in respect of exports
covered by Rupee lines of credit extended
by Government of India. Sole selling/
territorial egency &egreements .signed by
Indian exporters should incorporate a clause
stipuleting thet no commission would be
payable on exports financed under Rupee
lines of credit extended by Government of
India.

/ Note - As reg:rds agency arrengements
in countries where the exporter
concerned has set up an office/
branch or posted a representa-
tive, pleese refer to paragraphs
8.7 and B8.8(viii) of the Report./

Payment of commission on exports
made to oversees agents on
"Principal-to-Principal’ basis

3.44 At present, Indian exporters are not allowed
to pay commission even to their reguler
oversees &gents, with whom they have long term agency

agreements, in respect of orders placed on the exporters
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by the agents in their own nemes i.e. when goods are

consigned in fevour of the egents as buyers. In such
cases, RBI allows the exporters to compensete the
agents by giving them & discount on the invoice value
(to the extent allowed by the Customs ), instead of
commission which is e2llowed only in respect of orders
booked on behelf of third erties. This procedure 1is
designed to ensure that remunerztion in the form of
agency commission is paid only to oversees cgents for
heving rendered a definite service and not in ceses
where the export contrect is settled directly between
buyer and seller. Verious trede orgenisstions
represented to the Committee that while, from the point
of view of India, fﬁe_effect of.remitting commission
and allowing discount is one end the same, nemely
reduction in the amount of rg;lisation against exports,
the overseas egents placing orders in their own names
°re at a disadventage if they ere offered a discount
insteed of commission. There is some substance in this
eargument. However, while eppreciating that there would
be some casecs where an egent is obliged to import the
gocds in his own name but for eventual sale to other
ovarseas buyers and in such cases the regular agent may

oe justified in asking for payment of agency commission
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on the imports maede by him on & principal-to-principel
basis, the Committee feels thet a major relexetion in
the procedure presently followed by RBI for payment of
commission to overseas agents is not necessary. The
question has to be viewed not only from the engle of
outgo of foreign exchcnge but 2lso from the angle of
justificetion for neying remunerction where apparently

a definite service is not rendered.

3.45 The Comnittee, therefore, recommends thet in

cases where overseas agents of Indian exporters
place orders in thHeir own nemes on behalf of ultimate
buyers, RBI may selectively egree to payment of agency
commission to regular overseas agents on such exports
made on 'principal-to-principal' basis, provided RBI is
setisfied, among other things, thet by allowing payment
of commission in this manner, the exporter will not become
entitled . to any additional export incentives and thet
there would be no loss of revenue to Government of Indie.
*Remittances towerds charges for testing

Indisn products/ecuipoment ebroed
(Paregreph 11H.14 of ECM)

3.46 Under the existing procedure, Offices of
BECD are permitted to allow remittances not
exceeding US.$.750/- towards charges for testing Indien

products/equipment abroad subject to the following

conditions:-
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i) Similer testing fecilities are not
available domesticelly, or

ii) The testing abroad is insisted upon
by the overseas buyers.

While considering such apnlications, Offices of ECD tlake
into account the export performence of the applicent,
prospects of securing export order/s, recommendetion of
the concerned Export Promotion Council/Commodity Boerd
(in ccses where requisite testing fecilities are
domestically available), etc. Applicetions involving
remittances in excess of US.$.750/- on this count are
required to be referred to Central Office of ECD. Such
applications are cleared by Centrel Office of ECD

provided:

i) A certificate regarding non-availability
of similar testing facility domestically
is obtained from the Dircctorete Gencral
of Technicel Development (DGTD) or the
concernad department of the respective
Government Ministry, or

ii) Documentary evidence is produced to
show thet testing at a particular
oversees laboratory, etc. is insisted
upon by the overseas buyer.
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3.47 Under the present arrangement, 2ll applice-

tions for remittence towzrds testing charges
are declt with by RRI, either et the Offices of =CD or
in Centrel Office of =CD. The Committee feels thet
there is & cese for delegeting limited powers to
euthorised dealers to quicken the disposal of such
applications. The Committee slso feels that the
existing limit of US.$.750/- upto which Offices of =CD
have been permitted to ellow remittences towerds
testing charges is low (even for delegetion to euthorised
dealers ) hevinge regerd to the fect that the charges for
testing nroducts have gone up considerably over the
years. The Committee is of the view that the monetery
limit for spplicetions to be cleered by Offices of ECD
should be significently higher then the limit applicable
to authorised deelers, if the delegetion is to be
meaningful. The Committee also feels thet there should
be 2 single nodal zgency (say DGTD) for certification
of non-availability of the requisite testing facilities
in Indie and epplicents should not be required to
approach various Ministries/Departments of the Central

Government for the purpose.

3.48 The Committee, accordingly, recommends &s

under:-

i) Powers moy be-delegeted to authorised



ii)

iii)

dealers to allow remittences on eccount

of testing chaerges sbroad upto US.$.1,000/-
subject to compliance with the same terms
end conditions zs ere epplied at present

by Offices of BCD while grenting approvals.
RBI may issue deteiled guidelines to
authorised deelers in this regard. RBI
may also prepere, in consultstion with
Government of India, a2 list of

commodities in respact of which

fecilities for testing shroad may be
allowed and circulate it emongst suthorised
dealers., The list mey be updeted at
regular intervels,

Offices of ECD may be permitted to allow
remittances on &ccount of testing

charges ebrosd upto US.$.5,000/- subject .
to the seéme norms as are epplied &t
present by Centrel Office of ECD.

RBI mey teke up with Ministry of Finance
the cquestion of revising the present
guidelines so thet the responsibility of
certificetion about non-eveilability of
testing fecilities in India, in support
of applications for remitteznces for
undertaking testing abroed is entrusted
to a single nodel egency. As D3TD has the
requicite expertise in all technicel
desciplines, it may be considered fit to
play the role of such & nodal zgency.
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*Pemitiencas towerds lem2l exdensns in

connection with oxDoTt Lrinsccilons
(Pcregrepn 111,13 of

3.49 Under the existing requlstions, euthorised

uptos US.$.500/~ (or its ecuivelent) per bill, for
meeting leggi expenses in connection with dishonoured
gxport bills, This provision hes been made with & view
to enebling exporters to initiete lagel ection promptly
in ceses involving dishonour of export bills. o powers
have, however, been deleg;ted to authorised dealers to
ellow remititences towards.legal expenses in respect of

metters not coninected with exports.

3.50 Offices of TZCD heva bean permitted to ellow
remittences towerds legel expénses to the

extent of US.$.5,000/~ or 20 per cent of the vslue of

the shipment in auestion, whiechevar is less, in

connection with metters relazting to exporfs, Apnlicetions

involving remittences in excess of the cbove ceilings

are considered in Centrzl Officez of ZCD. In cases

where the amount of legzl expenses involved is sub-

stantiel, the applicetions. ere considered in

consultetion with the Legel Depertment of RBEI.

3.51 The Committec fez2ls thet the amount of
US.$.500/- upto wihich amtnorised dealers cre

at present pzrmitted 1o effect remittences of leg:zl
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expences in respact of dishonoured export bills is
rether smell teking into eccount the ovarsll increcse
in the cost of legzl s=rvices ebroad. The Comnitiee
is also of the view that the limits upsto which Offices
of ECD" cén cllow remittences towerds legsl expences

need &n unvard revision.

3.52 The Commitiee, thevefore, recomnends és

under:-

i) Powers nay be deleg:ted to euthorised
deelz2re to ellow remittences upto
US.$.1,000/- per »ill towzrds legczl
expenses in connection with dishonourad

exbort bills..

ii) Powers mey be delagzted to Officse of
=CD to sllow remittinces towzrds legcl
expenses in connection with export
trensactions to th» extent of 25 ner
cent of the velue of the export bill in
question or US.%4.10,000/-,whichever is

less.,

iii) 1In all oth=r ceses the applicetions mey
continua to be dealt with in Centrel Office
of ECD (in consul:ietion with RBI's Legel

Depertment and/or Government of Indis ).

Note: Rammittences towerds leczl expenses not
connected witi: 2xoorts are deelt with
under Perzgreph 1C0.1 »{ this Report ).



Methods of reyment - Acceptence of
personal checues/bank drefts from
ovaersess_pbuycrs (Chepter 4 end
Percqraph 11A.10 of TCii)

3.53 Settlement of trenscctions in foreign
exchange bhetween residents éend Aon-residents
hes to conform to approvad methods of payment as lzid
down in Chepter 4 of ECHM. 1In regard to export of goods
from India, the peyments have to be received in e
currenéy eppropriete to the country to which shipments
heve been made. Further, the export proceeds héve to
be remittad to Indie through the normel banking
chennels (i.e., through oversees correspondents of
euthorised dezlers ) end not direct from the oversecs
buyers to the Indien exporters. On receipt of the
remittance by TT/MT, th2 suthorised deeler in Indis hes
to edjust it egeinst the export trsnsection in question
and send the reletive triplicate (now duplicate) GR/PP
form to RBI, duly certifiesd. Some exporters, especially
exporters of gems and jewellery, sending goods on mail
order basis, however, also accept payment in the form
of cash/mersonal cheques/benk drzfts. Payment recaived
by means of cheques or bank drafts results in delay in
reelisetion of export valuc as the instruments have to
be sent ebroad for coll.ction efter their receipt in
India. As far as payment through personel cheques

drewn on oversges benks is concerned, there is elso
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a risk of some of the cheaues being dishonoured on
presentetion. Payment received in the form of
foreign currency notzs is 2lso fraught with risks
like forgeries, etc. Apert from these difficulties,
peyments recaived throujh such meens cannot be
adjusted expeditiously cgainst the outstending GR/PP
forms in the absence of necessery deteils like invoice
numbers, GR/PP form numbers, etc. Such methods of
peyment towarcs veluz o€ goods exported from Indie
are, therefore, reaerded as irregular by RBI. If,
for any reason, Deyment of the export veluc cannot be
received through the correspondent of the exporter's

benk end is sought to be received in some other ménner,

epecific permission of RBI hes to be obtained.,

3.54 It hes been represented to the Committee by
the gem end jewellery export trede thet meny
overseas buyars of their products prefer to meke peyment
by means of personel checu:s, bank drefte, etC. es
erranging remittcnces of smell emounts through the
normal benking chennel is bhoth cumbersome and costly.
It is reportnd thet the prohibition on acceptence of
personel checucs/bent. drzfts has perticularly sffected
malil order business very severaly becesuse in this 1line
of business the vazlue 2f individual orders is small

and exporters gensrzlly esk {for neyment in advence to
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secure their interests., This kind of business cznnot
be done by insisting on pzymant only through a
correspondent of an asuthorised desler. The Committee
feels thet this issue needs & pregmatic approsch.
Export proceeds received by means of cheques/drafts

constitute @ negligible portion of the total export

reelisetion and it is in the Country's overzll interest

to encourege new lines of export trede rether then allow

them to lanquish through insistence on strict complience

with involved procedures. It is the Committee's view

that very small exporters selling goods of nominel velue

to individuel foreign tourists visiting India or to

numerous overseas buyers by meil order/during personal

visits abrosd would be depnrived of some potential export

business if they cznnot be permitted to receive payment

directly from the clients by means of personal checues

and benk drefts. A slight relsxation in the prescribed

methods of payment of export procecds on & selective basis

would thus seem to be desireble.

3.55 The Committee, accordingly, r2commends as

under:

i) RBI m~y permit cexporters of gems cond



ii)

jewellery, handicrzfts, artwere and the
like to accept payment of export proceeds
from their overseas buyers by mzens of
benk drefts upto 2 value of Us.$.10,000/-
or equivelent drewn in favour of the
exporters. The exporter concerned should
designate e branch of &an suthorised deéler
to which shipping documents in respect of
21l such shipments will be delivered for
negotiation/collection togecther with the
reletive GR/PP forms. It would be
incumbant on the exporters to tender bank
drefis to the designeted brench of the
euthorised dealer within one week of their
receipt together with complete deteils of
shipments tovhich the payments pertein, such
as GR/PP form number, invoice number, neme
of the oversees buyer, etc., which are
necessary for the suthorised dealers for
certifying the outstanding GR/PP forme and
forwardﬁFhem to RBI.

RBI mey selectively allow exporters of

gems end jewellery, hendicrafts, esrtwzre and
the 1lik2 to e2lso accept personal cheques of
amounts upto U5.$.500/- or cquivalent drawn
in their fevour by overscees buyers in payment
of value of exports. On receipt of the
personel cheques, the exporters may deposit
them with the suthorised deeler with whom

the corresponding GR/PP forms were lodged
with all necessery nerticulars such as GR/PP



3.49

form numbers, invoice numbers, velue of
individuel consignments, etc. to enable
the euthorised dealer to realise the
cheques end send the forms to RBI duly
certified. For this purnose the
exporter concerned should designete &
brench of an authorised dealer through
wihich shipping documents pertaining to
2ll such shiosments would be routed. The
authorised dezler may also submit to the
concerned Office of SCD, e monthly
stetement, in a form to be prescribed by
RBI, furnishing detzile of reclisction
of proceeds of export shiopments by meens
of personel cherues . The facility may
obe grented on a very celective besis
taking into eccount the track record

of the epplicent—-exporters with regerd tc
thelr export performence and export
outstandings. The permission may be
grented for one yeer et a time, subject

to renewsal on application.

Participation in Trede Fsirs/Exhibitions

abroad - Role of Trasde Feir Autiority of India
(Paragrenh 11A.11 of ECu)

3.56 The Trade Feir Authority of India (TFAI) was
ecsteblished in Sentember 1976 es a nodel zgency

to deel with matters releting to Indie's perticipetion

in 211 overseas trzde feirs/exhibitions (exce>t book

feirs ) by amelgemeting tlhiree different orgenisctions
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viz. Directorcte of Exhibitions and Commercicl
Publicity, Internetionzl Trede Feir Orgenisetion

and Indien Couincil for Trede Feirs and Exhibitions.
Prior to TFAI's esteblishment, this work wes handled
by the Directorete of Fxhibitions and Commercial
Publicity and Indien Council for Tréde Feirs and
Exhibitions. Till 1981, some other organisctions
like Trede Development Authority, Exnort Promotion
Councils, etc. could elso sponsor pnerticinetion of
Indien orgenisetions end recommend grent of necessery
fecilities to them for perticipetion in trade fairs/
exhibitions ebhroad. Since 1231, however, TFAI is the
only authority to cleer pnroposels of Indian organise-
tions for perticipetion in oversees trade feirs/
exhibitions. Only in case of oversezs book fzirs/
exhibitions, intending perticipents are required to
ottein cleerence from Ministry of Educetion, Sociel

Welfere and Culture.

3.57 There are ebout 3000 internstional feirs/
exhibitions orgenised the world over every
year. As a nodal agency, TFAI drews up a perspective
plan for India's perticipation in importent overseés
feirs end elso »preperes a celendar of perticipation.

Since India cannot perticioate in e&ll the fairs, TFAI
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hes to decide, on the bzsis of deta collected, as to
which internstioneal feirs/exhibitions to participete

in 2s well as the optimum perticipstion in eech feir.
Wihile drewing up the celendsr, TFAI tezkes into account
the locstion, its geogrephicel importence, Indien
products to be exhibited in the feir, potentiel for
genereting export business for Indie, etc. In some
cases T-AI, on its own, reservaes pevilion spece which is
allotted to individual perticipents. 1In other cases,
where TFAI does not ressrve pevilion spece, Indien
companies/firms are ellowed to perticipete on their own.
In all ceses, TFAI essesces the foreign exchénge require-
ments of individuzl perticipents end mekes suitable

recommendeations to RRBI.

3.58 Once the clezrance of TTAI is obteined by the
perticipents, RBI grents e¢ll necassary fecilities

to them for perticipetion in oversees trade feirs/

exhibitions, such as relecse of exchenge for booking

pevilion spece, delegetes' trzvel ebroed and engegement

of services of sclesmen, GR/PP weivers for expnort of

exhibits for disnley, etc.
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3,59 During the discussions the Committee hed with
thein, representztives of & number of trede
orgenisetions plecded for some relexetion in the present
procedure requiring compulsory clezrznce of TFAI for
perticipation in ell types of exhibitions/fzirs abroad.
In perticuler, it wes zrqued that for psrticipztion in
speciczlised tvpes of exhibitions/fezirs such es mechine
tools feirs, feirs for textile maclinery/electronic goods/
civil construction ecuipment end the like, the concerned
Export Promotion Councils or trade orgenisetion hed the
requisite expertisc to decide eébout Indie's perticipetion
and slso to clezr their members' zpplications in &
systemetic end speedy menner. It wes pleaded that in such
ceses, prior cleerence of TFAIL for individual participants

should not be insisted upon,

3.60 While the Committee epprecietes the need for a
singlzs netionel agency to regulete end suthorise
Indien perticipetion in cll trzde fairs/exhibitions asbroed,
it feels thet there is some scope for TFAI to delegete
powers to larger Export Promotion Councils/recognised
trzde Dbodies on & selective basis, to sponsor participetion
df Indien firms/compénies in specieclised overseas feirs/
exhibitions where TFAI does not intend to directly
underteke the responsibility of orgenising Indian pertici-

pation. Once TFAI cccepts the view thet Indien perticipation
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in the oversees trade feir/exhibition in question is
desireble, it should ley down norms eppropricte to the
locetion for foreign exchenge expenditure for different
nurposes., It should then delegete to the concerned
Export Promotion Council or recognised trede body, the
tesk of selecting the perticipents and recommending to
RBI releese of foreign exchenge to individuel pertici-
pents in zccordance with the norms leid down by TFAI.
In such ceses RBI should grent necessery exchenqge control
epprovels for releese of exchenge, export of exhibits,
etc. on the besis of the recommendetions mede by the

Export Promotion Council/trede body concerned.

3.61 In ceses where Indien compenies/firms desire

to perticipete in overseas trede fairs/
exhibitions for which pevilion spece has been booked by
TFAI, they should continue to epply to TFAI for necessery
sanction,Similerly, individuel orgenisetions desiring to
perticipete in oversees trede feirs/exhibitions ebroed,
on their own, should elso continue to obtein orior

seanction from TFAI.

3.62 Tha Committee understends thet TFAI does not
heve any formel consultetive mechinery to
obtein reguler feed beck from trede and industry about

their difficulties end the Authority's role in orgenising
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oversecs feirs. The Committee is of the view thet it

woulé be useful for TFAI to hcve s formal consultetive

forum with edequete representetion to Export Promotion

Councils, Chembers of Cominerce, other representetive trade

end industry orgenisetions, etc.

3.63

The Committee, eccordingly, recommends as under:

TFAIL mey delegete, on & selactive besis,
sowers to mejor end well-orgenised Export
Promotion Councils/recognisec trade bodies
such as Engineering Export Promotion Council
(EEPC ), AISI, etc. to sponsor perticipetion
of Indien firms/compenies in specielised
oversecs fairs/exhibitions where TFAT does
not intend to directly underteke the
responsibility of orgenising the Indien
perticipetion. In such ceses, once TFAI
eccepts the view thet Indien perticipetion
in the oversees fezir/exhibition in question
is desireble, it should lay down nomms
(determined in eccordence with the guidelines
finelised in consultetion with RBI)
appronriete to the locetion of the feir,
for release of foreign exchange for

verious purpnses. TFAI should then leeve
the tesk of selecting perticipents end
recommending to RBI release of exchange to
individuzl perticipents to the Fxport
Promotion Council or trede hody concerned,
in eccordence with the norms leid down.
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In such céeses, RBI should grent

necessary exchenge control approvel

for release of exchange, export of
exhibits, etc. on thes besis of
recommendations mede by the Export
Promotion Council/trade body concerned.

In ceses where individuel Indien
orgenisations desire to perticipete
in oversees trede feirs/exhibitions
for which pevilion speace hes been
booked by TFAI, they should continue
to epply to TFAI for necessery
clecrence, as nitnerto.

Indien companies/firms desiring to
perticipete in oversees trad: feirs
on their own mey zlso continue to
obtein »nrior cleerance from TFAI, &s
hitherto.

T=AI mey set up & stending Consultetive
Cominittee in order to be eble to obtein
reguler feed back about the difficulties
feced by the intending perticipents in
overseas feirs/exhibitions and to find
solutions fYor their problems after mutual
consultztions. The Consultative Committee
should be sufficiently broead besed znd
should give edequate representetion to
Export Promotion Councils, Chembers of

Commerce &s well as other recognised trade
orgenisetions. The Consultative Committee

should meet ebout once in three months.



CHAPTER IV

Project Exports

General

4,1 The term project exports used in its generic

sense, covers the following types of contrects:

(1) Contrects for supply of engineering
goods on deferred payment terms.

(2) Turnkey contrzscts for industriel/
manufacturing ventures.

(3) Civil construction contrzcts.

(4) Service contracts i.e. contracts
for supply of technical/menegeriel
know-how, engineering services for
erection of equipment, professional
consultancy, etc.

4,2 Engineering and project exports heve emerged es
an importent foreign exchenge earner for India
since the mid-seventies. The totzl export eernings of
this sector were of the order of R.900 crores during
1980-8l. However, the sector is expected to eccount for
as much &s #.9,000 crores of India's export earnings by
1990 according to the projections mede by EEPC assuming

a cumulative growth rate of 25 per cent with a resl growth
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rete of 15 per cent per annum after meking due
ellowance for inflation. In spite of the set-back
recelved on account of the'proldnged Iran-Iraq war,
the long term potentizl for export of engineering
conds, turn-key projects and civil construction
nrojects is sizeable end Government of India &s well
zs other concerned egencies are cominitted to making
cil out efforts for promotion of this promising

export activity.

4,3 Prior to 1975, Indian exporters intending

to bid for overseas projects were required
to secure separate approvels, at the pre-bid stage,
from verious authorities such as Department of Banking
Operations and Development (DBOD) of RBI (for rupee
credit requirements ), ECD of RBI (for overseas
borrowing, opening of bank accounts end site offices
abroed, payment of agency commission, issuance of bank
guerantees, third country purchases, etc.), ECGC (for
counter-guarantees and risk insurance) end Industriel
Development Bank of India (IDBI) ¢for guerentees and
refinance facility). To obviete the need for the
exporters to epproech different agencies for such
approvais and to save time, a viorking Group was formed
with representation from RBI / ECD and DBOD- now

Industrial and Export Credit Depsrtment (IECD):7
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IDBI and ECGC. ;he Working Group stearted functioning
formally from lst July 1975 with IDBI &s its focel
point. The role of IDBI hes been faken.over by the
Export-Import Bznk of Indie (Exim Benk ) since its

ipception in 198l.

4.4 Indien exporters are required to obtain prior
clearance of the Working Group or an
authorised dealer, as the case may be, before tendering
for the first three types of contracts. Authorised
dealers are permitted to cleer, with effect from Jenuery
1980, bids for supply of engineering goods on deferred
peyment terms and turnkey contracts of @ velue not
exceeding Rupees one crore in terms of the general
powers delegeted to them by RBI. Similar delegation in
fevour of suthorised dealers was made in September 1981
in respect of bids for civil construction contrectis
upto a value of Rupees one crore. All proposals for
supply of engineering goods on deferred credit terms,
turnkey contracts and civil construction contracts of a
value exceeding Rupees one crore are redquired to be

cleared at the pre-bid stage by the Working Group.

4.5 The Working Group is also required to clesr
small value proposals (for Rupees one crore

or less) if they have any unusual features. As far as
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pure sarvice contracts are concerned, prior clezrence
of the Working Group/authorised dealers is not.recuired.
Various exchange control facilities are granted to the

contrectors on applicetion efter the contracts are signed.

RBI's role in Project Exports

4.5 EQery bid clecred by the ilorking Group/euthorised
deeler which fructified into 2 contract casts on
the Sxim Bank, =CD and zuthorised dezler/s concerned the
responsibility of monitoring the project till it is
completed and handed over to the project authorities after
the maintenance period, if any. #Allowing an Indian company/
firm to undertake a high velue contrect abroad implies
assumption of risk and liability in foreign exchange for
various commitments and preparedness to provide financial
support to the Indian contrsctor till completion of the
project irrespective of whether the contract earns a net
profit or ends up in a net loss. The following are the
various areas in resbect of which project exporters are
-required to obtain exchenge control approvals in connection

with the execution of turnkey, civil construction and

service contrscts ebhroad:-

(1) Opening and maintenance of temporary
bank accounts ebroad;

(2) Opening and maintenance of temporary
site and liaison offices abroed;
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(3) Payment of agency cominission;

(4) Raising working capital by means of
bank borrowings ebroad or through
remittences from Indiaj;

(5) Issuance of various benk guerentees
either directly from Indis or
through internationel banks abroad;

(6) Purchasz of meteriel/machinery/
construction equipment from 'third
country' sources;

(7) Export of mechinery/equipment from
Indie on reimport basis;

(8) Engagement of foreign sub-contractors,
‘consultants or personnel in ‘connection
with execution of overseas contrects;

(9) ™One-shot" joint venture agreements
with oversess parties for execution of
overseas pProjectis;

(10) Investment abroad of project funds
rendered temporerily surplus; and

(11) Inter-project transfers of funds.

of these,:ihe first 6 items are common to almost all

overseas projectis being executed by Indian contrectors.

Working Group Mechanism

4.7 \ The Working Group comprises representatives
of Exim Bank, ECGC and RBI (ECD and IECD).

Representetives of Government of India (Ministries of

Finance and Commerce ) are expected to attend meetings

convened to discuss high value proposals. As a rule,

the authorised desler who sponsors the bid hes to
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attend the Working Group meeting along with the bidder.
Exporters desirous of bidding for export of engineering
goods on deferred credit terms, civil construction
contracts and turnkey contrects exceeding Rupees one
srore 1n velue ere required to obtain a collective pre-
3id clezrance from the Working Group. After securing the
contrects, the exporters heve to apnroech various member-
iostitutions of the Working Group giving details of the
terms and conditions on which contracts are secured, on
the basis of which Exim Bank, =CGC, RBI (ECD) and
commercial banks grant to the applicants various finahcial
fecilities/exchange-control appiovals in line with the
approvasls in principle given and commitments made at the

ore-bid stege.

4,8 Authorised deeclers are at present permitted to
grent pre-bid clearcnce for bids for pure supply
contrects on deferred payment terms, turnkey contracts
and civil construction contr:cts, provided the value of
the bid does not exceed Rupees one crore and the proposal
setisfies all norms leid down in the ™"Broed Guidelines"
issued by RBI. Whenever perticipation of Exim Bank and/or
insurence cover/counter guarantees from ECGC are called
for, these institutions heave to be consulted in advance.

All proposels involving e value of more than Rupee one

crore or those not setisfying any of the prescribed norms,

irrespective of the vélue,need clezrence of the Working Group.
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(a) Powers of authorised dealers/Exim Bank
to accord pre-bid cleerance for project
expcrt proposals (Peragqraphs 11D.7 & L1E.2 of ECM)

4,9 The scheme under which authorised deelers
cleer project export propogals upto the value
of Rupees one crore &t the pre-bid stage has been in
vogue for & sufficiently long period and it hes been
found to be working setisfactorily. It was, however,
crought to the Committee's notice that letely very few
oids for overseas contrecte fall within the value limit
of Rupees one crore and consequently e majority of bids
heve to be unavoidably teken to the Working Group. There
was, therefore, a genercl demand that the value of bids
which could be cleered by authorised dealers should be
suitebly revised upward to make the scheme more meaning-
ful. With the establishment of the Exim Bank, a
specialised institution is now cvaileble to czter to the
needs of project exporters and to eact es a focal point
of the Working Group. Having regerd to the Exim Bznk's
speciel role end responsibility for promotion of project
exports end the expertise built by it in the field, it
wes represcnted to the Committee thet the =xim Bank mey
¢lso be permitted to cleer, on its own, verious types
of proposels for project exports at the pre-bid stege.
It was generally agreed that the velue of proposals to

be cleared by the Exim Bank should be higher &s compared
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to the value limit fixed for proposals to be cleared by
zuthorised deeclers. There wss elso genercl agreement
that eech proposal going to the Exim Bank should go
through e sponsoring bank (which would normally be the
bidder's bank ) es the successful bidders inveriehly
recuire various guarantee$ and credit fecilities from
their bankers, in addition to facilities from the Exim
Benk for execution of their oversecs contracts.
Creetion of @ three tier structure for clecrance of
export bids seemed to be widely fevoured as it was
expacted to eneble the Working Group to concentrate on

high value proposals.

4,10 The Committee has considered the matter

carefully and is in generel agreement with the
view that interests of project exporters would be served
better if the value limit upto which authorised dezlers
could clear export proposels is suitebly enhanced end
the =xim Bank is also permitted to clear propossals upto
a rcesonable velue limit. The Committee, accordingly,

recommends as under:-

(i) The value 1imit upto which authorised
dealers can cleer proposals for project
exports of all types at the pre-bid stage
may be reised from Rupees one crore to
Rupees two crores, subject to the existing
terms and conditions.
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(ii) The Exim Bank mey be authorised to clecr,
in consultetion with the bankers of the
bidders, proposals for project exports of
all types, of a value not exceeding
Rupees five crores, provided such proposals
satisfy all norms prescribed for pre-bid
clezrance by authorised dealers. The
bidders should submit their proposals to
the Exim Bank through their bankers
(authorised dealers ).

The delegeation of powers in fezvour of the Exim Bank to
clear proposals for project exports at the pre-bid stage
meay be reviewed after one yzar in the light of its working.

(b) Post-award clearsnce of successful
bids by the Working Group

4.11 Many a time , the terms and conditions subject

to which the Working Group cleers project
export proposals at the pre-bid stage are varied by
bidders during their direct negotiations with the tender-
celling authorities. Often, bidders request the Working
Group to allow them a 'negotizting margin' or aveil of it
unilaterally. Thus, the scope and value of a contract
actuelly signed may sometimes be substentiaslly different
from those furnished to the Working Group while securing
the pre-bid cleerance. As the fund-based as well as

non-fund-besed facilities for which commitments are made
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by the Exim Bank, the exporter's bank/s and ECGC are directly
related to the scope and value of the project, substential
changes therein necessitate fresh sanctions being obtained
internally for the modified packege. Although there is a
common form of application, successful bidders ere required
to anproech the member institutions viz. Exim Bank, ECGC and
R3I (7CD) individually for sanction of various facilities/
approvals for execution of their contrascts. One of the
persistent demands of project exporters is that the package
cleerance concept should be extended to the post-bid stage
also in order to obviate the need for sepaféte applications

to individual institutions for various facilities.

4,12 A suggestion was made to the Committee that all
successful bids for civil construction and turn-
key projects ébroad which fructify into contracts may again
be taken to the Working Group. The Working Group may convene
special meetings for considerztion of the contracts and give
final clearance for all facilities to be grented by the
member-institutions and the exporters' bankers, after
taking into'aécount the actual terms aﬁd conditions of the
contracts, Member-institutions should, therezfter, issue
letters to the exporters within a week convéying their
formal epprovals/sanctions for the verious facilities as

approved in the Working Group meetings.
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4,13 The Committee sees some merit in this
suggestion, However, it its view, such Working
Groun meetings at the post-awerd stage should not be
necessary in respect of bids cleared by suthorised dealers
and Exim Bank where the contracts have been entered into
in strict conformity with the terms end conditions
stipuleted by them while giving the packace cleerence.
The Committee is also of the view that even following
tiiis peckage clearance by the Working Group et the post-
contract stage, the member-institutions and the exporters'
bankers should continue to issue separzte letters to the
exporters conveying sanctions/approvals of facilities
grented by individuel institutions, on the basis of a

common applicetion.

4,14 The Committee, accordingly, recommends that in
respect of all proposels cleered by the Working
Group which fructify into contracts the contrectors
should apply to the Working Group for a post-award
package cleerance. Fxporters should be required to
furnish full details of their contracts to all members
through @ common anplication form as at present. The
Working Group should convene special meetings during
which the individual members and benkers should make

commitments for vaerious fund-based and non-fund based
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facilities/approvels applied for by the contrectors.
These mey be followed by formal written communicetions
from the concerned institutions within a week.

(Mote - For recommnendetions regarding pre-bid
clearance for service contracts of all

types by csuthorised dealers/Exim Bank/Working
Group, pleasc see paregreph 4,25)

Inter-project traensfer of funds

4,15 Some project exporters ere executing & number

of projects either in the same foreign country
or in different countries and these projects are et
different steges of execution. Occasionslly, such exporters
are placed in a situetion where projects nearing completion
save surplus funds while those which are in eerly steges
of execution or faced with delay in release of progress
peyments ere in need of bridge finance. Such exporters
occasionally approech RBI for permission to transfer funds
temporarily rendered surplus with one project to another
Jroject in need of working capital. RBI allows such
trensfers after taking into zccount the funds flow position
of both the projects, subject to the condition that the
2orrowing project should retransfer the funds together
with reasoneble interest as soon as its funds position
vermits the retransfer. Among other things, RBI has to

exemine ithe request from the angle of exchange control
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regulations in the country of the project on transfer

of funds and capacity of the borrowing project to repzy
the bridge loan in good time. The Committee hes
received suggestions to the effect that project exporters
may be permittied to transfer freely funds from one
project to another without prior eoproval of RBI subject

only to & post-facto report to it.

4,16 The Committee sees no justification in giving

a free hand to project exporters to transfer
funds from one project to enother, even if both the
projects are in the seme country. It is also not convinced
that exporters heve any perticuler difficulty in antici-
pating, sufficiently in edvance,the need for inter-project
transfers and seeking approval of RBI to effect them.
Allowing transfer of funds freely from one project to
another would creete difficulties for RBI and the
contractors' bankers in monitoring effectively repetria-
tion of net surpluses from individual oversees projects
on their completion &s there would be a natural tendency
among exporters to trensfer such net surplus from every
completed project to another on-going project and this
process of recycling funds could contine indefinitely.
In meny countries, payment to overseas contrectors is

méde in two components —a foreign currency component
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which is freely convertible end a locsl currency component
which is non-convertible. Inter-locking of funds of
different projects would also create difficulties in
securing epprovel of the locel euthorities for
converting the amounts into foreign exchenge. If the
horrowing project is not a profiteble proposition, free
trensfer of funds to it would only lead to its sickness
nzing passed on to other viable lending project. If
different banks have provided finencial facilities to
the two projects in question, their consent should
ordinarily be necessary before allowihg inter-project

trensfer of funds.

4,17 Since RBI is following @ feirly liberal policy
in this regerd and it is in the overall interest
of the exporters themselves to use the faecility of inter-
project treansfer of funds prudently and spsringly, the
Committee is of the view thet there is no cese for making
a general relexation in this regerd. As the contracts
are cleared by the Working Group, the Committee recommends
that the requests for inter-project transfer of funds may
also be placed by RBI before the Working Group before
conveying its formel clearence to the applicants. 1In

order that too many such proposals do not heve to be pleced
before the ¥Yorking Group, ceses involving trensfers of

relatively small amounts, say upto U.S. dollars one lakh

(approx.’s. 10 lakhs ), mey be approved by RBI on its own.
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Issue of CCPS for import of mechinery/
equiprient and motor ver.lc. es into India

4,18 Under the present procedure, whenever project-
exporters approach Import Trzde Control
euthorities {for issue of Customs Cleerence Permits
(CCPs ) in connection with import into Indis of
equipmznt/mechinery and motor vehicles purchased abroad
out of project funds, they are recquired to produce a
certificate either from RBI or Exim Bank to the effect
thet the ecuipment/mechinery/vehicles in question was/
were purchased for execution of an overseas project from
out of funds of that project. RBI/Exim Bank finds it
difficult to issue such certificates as project exporters
enjoy freedom in regerd to purchese of\equipment/
maechinery/motor vehicles from third country sources and
they are generelly not in e position to produce a
complete list of their intended purchases while obteaining
pre-bid cleerence of the Working Group. Even in ceses
where exporters produce such lists, major changes in
them at a leter stzge are not ruled out. RBI/Exim Bank
has also to depend entirely on the informetion furnished
by the project exporter himself and has no independent
means to verify the correctness of the details
furnished. The Committee, therefore, recommends that
whenever any project exporter desires to import into

Indie equipment/machinery/motor vehicles purchased by
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him sbroad from out of project funds and approaches the
TTC zuthorities for issue of CtPs, ITC euthorities mey
obtein en affidevit from the exporter himself to the
¢ffect thet the equipment, etc. in question was purchased
>ut of project funds zbroad and should not insist on the
exdortér oroducing a certificate either from RBI or Exim
Az 1k in suoport of his stetement. For payment of import
dutize, they may follow the'usual procedure. RBI may

nursue the proposel with the concerned authorities.

Periodic review of overseas projects

4,19 The'proéress of work of projects under execution
abroad is required to be reviewed from time to
time to ensure thet corrective action is taken in good
time in case of delay end/or other deficiencies in
execution. Such reviews are a2t present undertaken only
sporadically. In the Committee's opinion, formal joint
reviews of on-going projects et reguler intervals ere very
importent, perticulerly becesuse work on Indian projeCts
abroad legs behind schedule in a mejority of cases. The
Committee Qas given to understand thst the'Working Group
is mainly pre-occupied with the work relating to pre-bid
clearance of new proposals and, therefore, does not find
it easy to conduct reguler reviews of on-going projects.

The Overseas Projects Development Council (OPLC)
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functioning under the aegis of the Ministry of
Commerce 1s expected to conduct an overall review

of overseas projects at the macro level. However,
es far es micro-level reviews of individual projects
ere conderned, the present zrrengement for review by
finencisl institutions is rather loose and weak. The
Comnittee feels that there is heed for strengthening
the maschinery for structured formalised reviews of

major on-going overseas projects,

4,20 The institutional members of the Working

Group end commercizl banks have a joint
responsibility for the decisions teken at the time of
giving a package clecrence a2t the pre-bid stage. While
the importence of periodic reviews of on-going projects
needs no emphasis and the lending bankers as well as
members of the Working Group are understood to be
conducting such reviews, the Committee feels thet there
is need to lay down procedural norms for structured
formslised reviews st reguler intervals of major
projects during their execution. The Comnittee
recommends thet the responsibility for conducting
regular reviews of on-going overseas projects should
also vest in the Working Group. While th2 Working

Group meetings for giving pre-bid clearance for new
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proposals are nommally attended by middle level officiels,
participation of member-institutions in the review meetings
should be at a senior level. To begin with, such review
meetings should be organised to examine the progress of
work of high value projects, say, exceeding'%.25 crores in
value. The threshold of Ps.25 crores may be chenged in the
light of actual experience of the review procedure.

Consortium spproach by commercisl banks
sponsoring project export proposals

4.21 High velue bids for overseas projects normally
cell for the financiel support of a number of
commerciel banks through a consortium. Once such a
consortium errangement is finalised, the project exporter
concerned should ordinarily be required to deal with only
the consortium leader for all matters relating to
guarantees, disbursement of post-shipment credit, etc. It
was brought to the notice of the Committee that in
nractice the project exporters have to approach each
member benk in the consortium individually for all such

fecilities which 1is inconvenient and time consuming.

4,22 The Committee recommends that in cases where a
consortium of banks undertekes the responsibility
for providing a package of finencial facilities for a

project ebroad, ordinarily the bank taking the largest
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shzre In the fecilities (guarantees plus export
credits ) should assume the role of the consortium
leader and the project exporter concerned should
be recuired, as fer &s possible, to deal with the
consortium only through the leader.

Export of Menzgeriel/Technical/Consultancy Services
on contract basis (Part F, Chapter 11 of ECM)

4.23 In respect of pure service contracts of all
types, the contrazctor's responsibility is
limited to supoly of only one input viz. professionsl or
technicel services and he hes no responsibility for the
supply of meterials, equipment, maechinery, etc. which
is generelly arranged'by_the project authority or
another (prime) contrecctor. The supplier of services
has, therefore, to funish a performence guarentee, if
at &ll, only in respect Qf the services of his personnel
as distinct from e performancg guarantee for the project
as a whole, Service contractélare generally sub-contracts
for small velues, less complex in neture as compared to
turn-key contrects and, therefore, carry less risk of
default/failure. The bhank guerantees end other financial
fecilities such as borrowing asbroad for service contrzcts
are modest, Exporters of services of all types = technical
managerial or consultancy - are, therefore, not recuired

to secure a prior clearsnce of RBI or any other financiel
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institution before signing contrzcts for jobs abroad. In
cese they need eany exchaenge control facilities such es
opening of site offices, meintenance of foreign currency
bank accounts, reising loans/overdrafts ebroad for

aeeting working cepital reouirements,- payment of ‘agency
commission, third country purchases of tools/tackle/
enuinment, etc. for execution of their contrzcts’, they

heve to aporoach ZSCD et the post-contrect stege. As the
Indian contractor's 'associction' with the overseas project
authority/prime contrector is generally in the neature of &
"one-shot operation", Government cleearance under Section 27

of FERA 1is also not required.

4,24 The Committee observes that the present

procedure was introduced et the time when Indian
contractors undertook servicz contracts for very small
amounts and did not need much finenciel support from
India. Lately, however, service contrzacts involving large
values are being undertaken by Indien contractors in the
field of erection and installsztion of plent end mechinery
and civil construction, and the complexities of such sub-
contrects are almost the seme as in the case of prime
contrects for turn-key and civil construction projects.
Since service contracts in these aress involve hezvy

direct end indirect foreign exchenge liabilities and
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.cannot really be underteken without the support of the
Indisn banks and other financiel institutions, it seems
desireble to introduce’ for them the same discipline and
procedure &s ere appliceble to turn-key and civil
construction projects ebroad. In fact, even turn-key
and civil construction contrscts undertzken ebroad by
Indian firms/compenies &s prime contrectors heve very
limited Indian inputs by way of machinery/eauipment/
meterials. The main input being Indian labour and other
professional services, such turn-key/civil construction
contracts are also essentiélly service contracts from
India's point of view. Except for the fact that pure
service contracts do not need prior exchange control
cleerance, they are treeted virtually on par with turn-
key end_civii-construction contracts end precticelly

all facilities which are required by Indian contrectors
executing turn-key and civil construction contrects
ebroad are e2lso required by service contrectors &ssociet:ze
with erection/instellation or construction work cbroad.
Many of them resort to purchzse of equipment/tools from
third country sources end also to borrowing asbroad for
meeting working capital requirements. They have zlso to
furnish bank guarantees/counter-guarentees from India in
the nature of performence guerasntees (relating to the

performence of their personnel ), advence payment
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guarantees, retention money gusrantees, counter-guarantees
for loans/overdrzfts from benks abroad end the like. Thus,
in addition to a variety of exchenge control approvals,
such service contractors also need the usual facilities
from Exim Bank, ECGC and their bankers in India. As the
distinction between turn-key/civil construction contrects
and service contrects is often notionzl rather than real,
the present prectice of allowing such contractors to
approech Indien finsncial institutions after signing their
overseas contracts poses certain practicel problems. A
one-window clearance at the pre-bid stage in the case of
service contraects would seem to be advantegeous to the
exporters of services as well as the Indian finenciel

institutions.
4,25 The Committee, accordingly, recommends &s under:-

i) In cases where only usuel exchange
control facilities such as opening
of site offices, maintenance of foreign
currency bank accounts, payment of agency
commission, foreign travel of personnel,
etc. ére required by the exporters of
services, pre-bid cleerence need not be
prescribed. In such cases RBI should
continue to grent the usual facilities
on the basis of applicetions submitted
to it by the exporters after signing
the contrects.
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ii) 1In ceses whcre the exporters of
services need finenciel facilities
for execution of service contracts
invdl&ing foreign exchenge liebilities
such es furnishing verious types of
benk guerantees from Indie, reising
loans end overdrafts ebroad (egeinst
counter-gquerantees from India), etc.,
such service contrects should be
treeted on per with turn~key and
civil construction contracts and
the proposals should be subject to
pre-bid clearance.

iii) Authorised deelers and BExim Bank may
be suthorised to grent pre-bid
cleerance for service contracts of
verious types .upto the velue of
Rupees two crores and Rupees five
crores respactively.

iv) RBI, Fxim Benk end ECGC should prescribe
@ suiteble common proforme for exporters
of services for epnlying to the Working
Group/authorised dezler/=xim Bank for
pre-bid cleerence. They sihould also
prescribe e suiteble common proforma
for submitting to them quarterly progress
reports.

The Committee suggests thet the work of finelising these
proformee may be entrusted to & small Committee of
officials drewn from the three institutions. Representa-
tives of suthorised deaiers mey elso be associated with

the proposed Committee.
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*Bridge Finence for Project Exports
(Paregreph 11 E.4 of ECM)

4,26 Among other things, the Working Group considers
proposels for oversees borrowings by project
exporters to meet their working cepital neads. Prosently,
the Working Group grents to project exporters, as part
of the package clearence given at the pre-bid stage, &n
approval, in principle, to raise bridge finence upto 10 per
cent of the contract value to meet working cepitel
requirements of the contrects, provided sastisfactory
cesh flow projections are submitted to the VWorking Group
by the bidder while seeking the pre-bid clearance. Requests
for.bridge finance in excess of 10 per cent of contract
value, but upto 15 per cent, are considered by ZECD in
consultetion with 'the Working Group. The need for oversees
borrowings is assessed after teking into eccount advence/
down payment and progress payments vis-a-vis the working
capital requirement for'éxpenditure on labour, materiels
and machinery/equipment. Applicztions for overseas
borrowings in excess of 15 per cent of the contract value
are considered by ECD in consultation with Government of

India (Ministry of Finence).

4,27 The Committee feels that since initial approvel
for undertaking execution of a project abroed

is given by the Working Group after proper finencial and
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technicel eppraisal of the proposzsl, all subsequent
recuests for modificetions therein during the execution
of the contract should also be considered by the same
body. Insteed of making formzl references to Government,
the system of giving & single point clearance should be
followed even in regerd to aoplicetions: for enhancement
in the bridge finence fecility. A representetive of
Sovernment of India'(Ministry of Finance ) mey be
spacificelly invited to attend meetings of the Working
Group convened to consider, inter alie, proposels for
reising bridge finance in excess of 20 per cent of the

contrzct value.

4,28 Based on the information availeble in respecf
of domestic as well &s oversees broj:cts, the
Committee is of the view thet the working cepitcl
recuirement of a construction/turnkey project at the
peak point mey be 2ssumed to bz approximetely 25 per cent
of the contrcct value. This hes to be met out of mobili-
setion advence/down payment plus benk borrowings. The
advance payment is generally expectad to be 10 per cent
of the contract yelue but occasionelly mey be less. The
lorking Group should, however, continue to insist on &

normmal advance/down pzyment of 10 per cent and should not
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in any case, consider a proposal where a reduced advance/
down paymen£ of at least 5 per cent of the contrect velue
is not provided for. Assuming a minimum edvance payment
of 5 per cent, the normel working cepital requirement
should be computed by adding up the percentqge of advance
to that of the benk finance in such a manner that the
z~gregate does not exceed 25 per cent. In other words,
the quantum of bridge finance would vary between 15 per
cent and 20 per cent depending on whether the advance/
down payment provided for in the contract is 10 per cent

or 5 per cent.
4,29 The Committee, accordingly, recommends as under:-

i) The maximum working capital requirements
of a project ebroecd should be reckoned at
25 per cent of the contrect velue. Resort
to'bank.borrowing for meeting normal working
capital requirements of an:overseas turn-key/
construction project would very depending on
the percentage of advance/down peyment. The
Working Group should not clear any proposal
pro?iding for advsnce/down payment of less
than 5 per cent of the contract value.
Consequently, the Working Group may cleer
requests for bridge finance upto a meximum of
20 per cent of contrect value es against 10
per cent as at present, at the pre-bid stege
or during execution of a contract, provided
realisticelly drawn up cesh flow statements
ere submitted in support of the applicetions.
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ii) VWhere bridge finance recurements need an
upward revision during the execution of the
contrects on account of delays in the receipt
of progress payments, the applications mey be
considered by the Working Group itself instead
of being referred to Government of India
(Ministry of Finénce ) as at present. In
exceptional cases, where the financiel stzkes
involved sre very high or the project is
likely to result in a2 loss leading to an
outflow of foreign exchange, a representative
of the Ministry of Finance may be specifically
invited to attend such Working Group meetings.

*GR Waivers for 'Consumebles' for Indien

nrojects abroad (Peregreph 11D.23 of =CM)

4,30 Under the present procedure, Indisn contrectors
executing construction/turn-key projects abroad,
are recuired to export in that connection 'consumables'
such e&s tools, tackle, nuts &nd bolts, wire-ropes,
scaffolding, mechinery spares, etc. for which séparate
payment is not to be mede by the oversees project
authoritigs. They have to declsre such exports on GR
forms in the same manner as export of other Indian goods.
The contractors are also required to draw bills on their
own site offices abroad and to send the shipping
documents direct to those offices on the assumption
that the export vselue cen be remitted to Indie out of
the progress payments for the 'services' segment of the

contrect,
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4,31 In reelity this poses practical problems.
Repatriafion of export proceeds ageinst
consumables in the above manner results in reduction of
the funds received by the contractors against progress
bills, VWhile, therefore, repatristion of the vslue of
consumables to India mey reduce rupee borrowings of the
project exporters, it results in reduction in the funds
aveilable abroad to the exporters. The exporters have to
resort to borrowing abroad to cover the short-fall in
working capital which has the net effect of increasing
their expenditdfe in foreign exchange towards interest on
the borrowings. To avoid.this, project exporters prefer
to approach ﬁBI for waiver of GR procedure in such cases.
Such occesions are rather freguent end project exporters
heve to follow the eleboreste drill of spproaching ECD
through their bankers for issue of a GR waiver every time
a shipment of consumables is to be made. The Committee
feels that the power to waive the GR formelities in such
ceses could be delegeted to the authorised dealer
(contractpr's banker ) monitoring the project, once the
need and extent of such free supplies of consumables are
examined and approved by the Working Group/RBI at the
time of giving the package approval after the bid is
successful. As there could be minor variations in the

value of individual items of consumables approved by the
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Working Group/RBI at the post-bid stege and the actual
velue thereof at the time of applying for the GR weivers,
authoriced dealers could slso be empowered to ignore

such minor verietions, provided the oversll value of
consumables as approved ty the Working Groun/RBI remeins

unchanged.

4,32 The Committee, therefore, recommends tnet the
present procedure under which the project
exporters executing turnkey or civil construction
contrects abroad are required to aporosch RBI for issue
of GR waivers for export of items which are consumed in
the process of execution of the projects (consumeblec)
should be dispensed with. Insteed, the project exporters
may be required to submit to the Working Group or RBI,
as the cese may be, a stzatement giving the discription,
quantity end value of the verious consumable items to be
sent to the project sites, at the pre-bid stage or at
least while seeking a packege exchange control clearence
on signing the contrzct. Once the list of items is
approved by the Working Group/RBI, the project-exporter's
benkers may be given general permission to issue GR
waivers from time to time for the export of consuméble

items included in the approved list under advice to RBI.

While issuing the GR waivers, authorised dealers may

ignore veriations in the values of individual items
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upto 10 per cent on either side as compared to the
values declared while seeking the blanket epproval
provided the total value of consumables proposed to

be shipped under GR waivers is within the overall value
limit approved by the Working Group/RBI. Suitable
advices may be issued by authorised dealers to customs
in this ;egard in lieu of the GR waivers from RBI.

RBI mey issue deteciled guidelines to authorised deeclers
in this regard and zlso request Customs authorities to
accept advices from authorised dealers in lieu of GR

waivers for despstch of consumsbles to projects abroad.



CHAPTER V

Import of qoods into Indie

*Follow up of evidence of import -
Role of Authorised Declers

(Paragranhs 13A.35 to 13A.37 of =CM)

5.1 Primary control on import of goods is exercised
by Government of India through the Import Trede
Control (ITC). RBI control is confined to the means and
methods of finencing imports. Here too, wida powers have
been delegated in favour of cuthorised deelers to effect
remittances a2gsinst imports, whether egeinst OGL or
specific import licences issued by ITC authorities, end
only a few types of cases e.g. imports on deferred peyment
terms, edvence payments ageinst imports, remittences ageinst
cesh import licences efter expiry of 6 months from the
date of shipment, remittences in excess of the value of
import licences, imports into bond, eic. ere recuired
to be referred to RBI through authorised declers for
specific epnroval. 1In all casses of imports, whether
under OGL or specific import licences, it is obligatory
on the part of authorised deelers through whom the
remittences are made to obtain from their concerned
importer-customers, documentery evidence such as the
Exchenge Control copy of the Bill of Bntry, postzl

wreppers, etc. as proof of import of goods into India.
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In a few cetegories of import trensactions e.g. (i) imports
under OGL, (ii) advance remittances egeinst imports,

(iii) unauthorised imnorts cleared by Customs, {iv) cases
where bills of exchenge are dishonoured and goods are sold
on behalf of collectina henks or drawers, etc., authorised
dealers ere recuired to forward to RBI the documentery
evidence of imiort. It hes been brought to the Committee's
notice that many importers do not submit the required
documentary evidence to zuthorised dealers in time or at all,
either on account of negligence or ignorance éend cases of
non-submission or deley in submission of documentary evidence
of import ere not followed up regularly and systemetically.
As a result, it becomes difficult for RBI to setisfy itself
thet goods have actuzlly arrived in Indie c¢geinst every
remitfance of foreign exchange allowed for thaet purpose.
There are also instances where goods alreedy paid for arrive
at Indisn ports bui the importers concerned do not take
delivery thereof owing to reesons like increase in import
duty, heavy demurrage charges, frezudulent shipments of
substanderd or worthless goods, etc. As the follow up
procedure for imports is not foolproof, there is a genuine
apprehension that out of the country's heevy import bill,
some amount of precious foreign exchange might be going

out in the neme of imports without corresponding imports

actuelly teking place. The Committee feels thet there
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13 need to strcamline the proccdure to minimisc
the risk of leaskege of foreign excheznge in the guise

of imports.,

5.2 As the work relating to imports is hendled
mostly by authorised deelers and as RBI comes
into the picture only for & few types of ceses, the
Committee is of the view that the follow up of submission
of documentery evidence of import such es “xchénge
Control copies of pills of Entry'and postal wrappers
should also be the responsibility of suthorised deelers
through whom the remittences are effected. They should,
however, report to RBI ceses of defeult st periodic
(sey, querterly) intervels to enchle it to initiete

eppropriete ection egeinst the defeaulters.

5.3 To facilitste effective follow up, the formet

of the Import Bills Register meinteined by
authorised dealers would need revision to provide
additionel columns to record (i) due date of receipt of
documentary evidence of import (ii) date of issue of
reminder end (iii) dete of receipt of documentary evidence.
The documentery evidence obtained by suthorised dezlers
from importers should ordinerily be evsileble for a
random check during the inspection of their branches

by RBI. As, however, R3BI is not always in a position
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brenches 2t requler intervels, e procedure could

be adonted to 2llow destruction of the bills of
entry/postel wrappers cfter a reasonsble intervel,
provided they heve been subjectec to en audit by the
concerned bank's own internzl suditors/inspectors and
they record & suiteble certificate egeinst the
reletive entries in the Import Bills Register. Such

a procedure would ensure:that the documentery evidence
is subjected to independent verificetion either by the
bank's own Audit eénd Inspection Depertment or by RBI
and would, at the seme time’obviate the need for its

preservetion for an unduly long period.

5.4 The Committee, eccordingly, recommends as
under:-

i) In all cases of import of goods into
Indie, the authorised dezlers through
whom corresponding remittances ere
effectec, should follow up the ceses
with the importers concerned for sub-
missinn of requisite documentary evidence
of import. To fecilitate systematic follow
up, euthorised deelers mey suitebly cmend
the formet of their Import Bills Register
to provide edditionel columns to record
(a) due dete of receipt of documentary
evidence of import, (b ) date of issue
of reminder, ( ¢ ) dete of receipt of
documentary evidence and (d ) date of

verificetion by Internal Audit/RBI
(egeinst proper eauthenticetion ).
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iii)

iv)

5.5

Authoriced deslers may submit to RREI,
at quarterly intervels, a stetement
giving full deteils of cazses where the
bills of entry/postal wreppers have
not been submitted by their importer-
customers despite reminders. The
stetement should cover &ll cases of
non-submission of documentery evidence
of imnoort within six months from the
detes of corresponding remittances and
should be forwerdec to RBI within 15
days of the end of e celendar quarter.
For the sake of uniformity, the formet
of the querterly staztement may be

prescribed by RBI.

Branches of suthorised dezlers should
carefully preserve the bills of entry/
postal wreppers obteined from importers
for verificetion by the banks’ own Audit
end Inspection Departments or RBI. Once
the bills of entry/postsl wrapoers are
subjected to verificstion either by
Internel Audit or RBI, whichever is

earlier, they mey be destroyed. If the

verificetion is done by Internal Audit,
they should authenticzte the fect egainst
every relative entry in the Import 3ills
Register.

Deteziled procedure in this regard should
be laid down by RBI.
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Documentery evidence of
import into Indiz by post

5.5 While ellowing cleerence of goods shipped by ses

or air, Customs authorities-issue to the impor?gr
an Exchenge Control copy of the Bill of Entry which contzins
particulars such as description, quantity and velue of goods,
invoice number, pesrticulers of import licence/OGL under which
the goods are imported, number and date of shipaing/eir-way
bill, customs duty peid, etc. This énables authorised
declers/R2I to correleste each import trensaction with the
corresponding remittance ellowed. In the cese of goods imported
by post, there are no bills of entry issued. Instead, e lebel
is pasted by Customs on the postal wrappers at the time of
clesrznce of goods which indicetes only the amount of customs
duty peid, 1f any. Hence, in respect of goods imported by
post, the importers cre required to subwit the postal wrappers
themselves to authorised dealers as documentary evidence of
import for onwerd trensmission to RBI, It was brought to the
Commnittee's notice thet postsl wreppers often get bedly
mutilated in the process of opening parcels. Sometimes,
wreppers are not preserved out of ignorance, Since they come
in different sizes and shapes, their hendling and preservetion
are rendered difficult. Further, since postel wrenolers do
not indicste essentizl information like description/quantity/

velue of goods, perticulars of import licence or OGL, it is
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difficult both for suthorised dealers end RBI to setisfy
themselves whether the wreppers produced by an importer
szctuslly pertain to the specific import transaction.

"This leeves scope for remittances being effected without
the invoice value of the consignment being endorsed on
the exchange control copy of the relative import licence
in cése of imports reaquiring such licences. In the
Cominittee's view, the present cumbersome procedure
requiring submission of postal wrsppers to RBI through
authorised dealers hes outlived its utility. The short-
comings of this outmoded prbcedure could be overcome if
the postel authorities issue a Eertificate in a prescribed
form et the time of cleerence of goods indiceting therein
essential pafticulars. The importer should submit a copy
of this certificate to en euthorised deeler as documentary
evidence in support of the import by post. For this
additionel service, post offices may cherge a reesonable
fee, if necessary. A provision could also be made for the
issue of o duplicate certificate against a penelty, in the

event of loss of the originel,

5.6 The Committee, accordingly, recommends that in
the cese of imports by post, the postal
authorities may issue e certificate, in duplicate, ot

the time of delivery of goods to the importer after their
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clearance by postal customs. The form of the certificete
may be prescribed by the Customs authorities and should
indicete, inter alies, particulars such as description/
quantity/value of goods, nuiber and date of Import Licence/
OGL, full name of importer end dete of delivery. The.origi=
nal of this certificete may'be submitted by the importer to
the authorised dealer through whom the remittance was mede/
is to be mede, es documentery evidence of import by post.
The postal zuthorities mey charge ¢ reesonable amount of fee,
if necessery, for issue of the certificete. RBI mey take up
the matter with the concerned Government esuthorities viz,
Post and Telegranh Board through the Ministry of Finénce,
Department of Zconomic Affeirs.

hcceptance of Guerantees or

Margins from third operties
(Paraqraph 13B.4 of ECM)

5.7 The existing regulations do not permit suthorised

dealers to esteblish letters of credit covering
import of goods into Indis on beﬁalf.of the holder of'an
Import Licence(or 1letter of aqthoriﬁy) against guarentee
offered or mergin deposited by any other person or company/
firm. This provision, which has been in vogue for quite some
time, seems to have been introduced to restrict trafficking
in import licences et & time when a large number of items

could be imported only against import licences and the
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licences commended a premium in the merket. The
situastion hss now chenged completely and e greet meny
items heve been placed under OGL. REP licences issued
to exporters ere also zllowed to be transferred freely.

The restriction hes thus lost its significence.

5.8 The Committee, accordingly, recommends thet

authorised dealers may be permitted to exercise
their discretion to accept guerantees/mergins from third
parties as security for opening letters of credit for
imports into Indie.

Imports on deferred payment basis
(Part D, Chapter 13 of ECM)

5.9 The import licences issusd by ITC authorities
can broedly be classified into two cetegories,
viz. (i) cesh licences and (ii) deferred payment licences.
In respect of imports made into Indie ageinst cesh
licences, importers are recuired to make remittences in
respect of cost of goods within a period of six months
from the dete of shipment. 1In the csse of licences
issued on deferred peyment basis, the terms of deferred
peyment are indiceted in the licence and the remittances
are allowed by RBI in accordence with these terms.
Imports on deferred payment basis involve advance
remittances end benk guerentees for remittance of

subsequent instslments for which the concerned importers
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are required to obtein epnroval of RBI through their
bankers. While grznting permission for the deferred
credit errangement, remittance of advance psyment, and
issue of guerentees covering deferred instalments, RBI
also authorises the authorised desler concerned to effect
remittences towecrds subsequent instelments without further

approval of RBI.

5.10 It was represented to the Committee that since

the deferred credit arrengements are epproved by
the ITC euthorities end are also indicated in the import
licences, therz is no need to esk the importers to approech
RBI for e seperete aoprovsl of the deferred credit arrange-
ment, remittence towards advence payment and issue of bank
guerentees in respect of remittances of deferred instalments.
It was suggested thst these powers may be delegated to

authorised deslers.

5.11 The Committee is of the view that imports on

deferred peyment terms generally involve import of
cepitel goods end mechinery of high value, which calls for
proper advence planning on the psrt of importers. The procedure
of obtaining a one-time approvel of RBI for deferred credit
arrangement involves some additional time, but it is not
likely to upset the long term plenning of eny importer.

Further, once the deferred credit arrangement and advence
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remittance ere epproved by RBI, authorised dezlers are
free to make remittances towards subsequent instzlments.
On the other hend, the information about deferred

c;edits obtained from eabroad for imports is useful to

RBI for building a profile of the Country's deferred
oeyment obligetions., The Committee, therefore, recommends

thet the existing procedure may continue.

Endorsement of Exchange Control
copies of Import Licences
(Peregreph 13A.25 of =CM)

5.12 When letters of credit are opened or remittences
are mede towercs import of goods into Indie .
ageinst import licences, authorised deelers ere required
to endorse, among other things, the rupee ecuivalent of
the foreign currency alloceted/sold to the importer on
the exchange control copies of the import licences. For
this purpose, each import licence provides on its reverse
five columns to indiccte (i) dete of trensaction
(ii) perticulers of trenszsction (iii) rupee equivelent of
amounts of letters of credit opened or of bills peid
(not covered by letters of credit) and the balance
(iv) rupee equivalent of actuel remittance made whether
under letter of credit or otherwise &nd outstending
belance, end (v) stemp end signeture of authorised

dealer.
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5.13 When any letter of credit covering an import
trensaction is openad, the authorised decler
is Tequired to endorse the rupee equivzlent of the credit
egainst column (iii) et the rate prevailing on the day of
opening the letter of credit. “hile msking remittances
agdinst import bills not covered under letters of credit,
authorised declers cre recuired to complete column (iii)
as well as column (iv). Thus column (iii) indicstes the
extent upto which the import licence has been used for
opening letters of credit es zlso making remittences and
the belance, and column (iv) indicetes the amoun£ of actual
'remiifances effected towerds import of goods ageinst the
perticuler licence. When a letter of credit covering import
is opened, the suthorised dezler has to endorse the rupee
ecuivalent of the cmount of credit in column (iii) end when
the bills under the letter of credit are actually retired by
the importer, the equivalent of the foreign exchenge sold on
the date of retirement at the rete then prevailing 1is
reauired to be endorsed in column (iv ). Authorised declers
are also required to credit or debit, as the cese may be,
the amounts of difference between the rupee equivelent of
the amount &t the time of opening of letters of credit and
the rupee ecuivalent at the time of retirement of bills,

arising from chennes in the rates of exchange.
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5.14 Some suthorised deslers es well eés FEDAI, have
pointed out thet this procedure has been
creeting avoideble problems, kiany a time, the import
licence is not aveileble for making endorsements on
two occasions, es it mey heve been lodged with another
bank for opening another letter of credit or for retire-
ment of documents. In such ceses, if the banks have to
wait for the exchaenge control copy of import licences for
endorsement at the time of retirement of sight bills, they
would not be in a position to deliver the documents to the
importer. A suggestion was made thet banks should be
required to make endorsements on the import licences &t
one single point; at the time of opening letters of credit
in the cese of imports covered by letters of credit eé&nd
at the time of remittance ageinst sight bills or usance
bills in the case of bills received on collection basis.
It wes also suggested that any difference arising from
chenges in the excheénge retes 2t the time of opening of
letters of credit end booking forward contrects or retire-
ment of bills drewn under letters of credit need not be

credited or debited to the import licence.

5.15 Some ycers ego, the import licences were
reauired to be endorsed only once. The
revised procedure wes introduced aftcr RBI observed

that the old procedure resulted in remittances being



2.14

mede in excess of the valua of iinport licences in saeversl
ceses, due to the ebsence of eny endorsement 2t the time
of openiné of letters of credit. The Committee, however,
feels thet the difficulties being experienced by the
authorised deelers in meking cndorsements on import
licences et two steges erc genuinz, especislly in cese of
large velue import licences involving several letters of
credit and e lerge number of endorsements on cach of them.

The procadure, thereforz, needs to be reviewed.

5.16 In the cese of import of cepitel goods, the velue
of import licences is expressed in a forcign
currency as well as its rupee ecuivelent calculeted 2t a
designeted exchenge retc. In such ceses, euthorised dcelers
are reauired to endorse the licences not et the rete
preveiling on the dete of opening of letter of credit or
on tho dete of cffecting ectucl remittence but et the
designeted rete of exchenge end, therefore, in such ceses
there 1s no difficulty for euthorised deelers in endorsing
the licences. In the cese of cepitel g&éds, it is precticel
to issue import licences in & perticular foreign currency,
since such imports of capitai goods are normally made
from a2 single country. 1In the case of import of rew
meterizls end other commodities, the importer mey place

orders with supplicrs from different countrics and,
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therefore, expressing the velue of the import licences
in a single foreign currency and its rupee equivelent
et a designeted rate would pose some difficulty. The
Committee is, however, of the view thet since & lerge
me jority of import bills ere expressed in U.5. dollers,
it would facilitete metters if the value of import
licences for rew meteriels and comnoditics is expressed
in U.S. dollers with its rupee ccuivelent celculeted &t

2 designeted rzte of exchenge.

5.17 The Committec, eccordingly, recommands thet

the ITC euthorities mey be recucsted to express
the velua of 2ll import licences in U.S. doilers end
rupee ecuivelent therezof at a designeted rete of exchanga.
RRI may tzke up the metter with the ITC euthoritics
through Ministry of Finance.

Authorised dealers es joint holders to title
to _goods_imported under letters of credit

5.18 Under the present ITC regulations, a bank
opening a letter of credit for import of goods

is trezted es e joint holder to the title to the goods.

Where ¢ bill under leticr of credit o2stevlished by e

benk is not honourad by its importer-customer who

refuses to cleer the goods, the bank should have e

right to clcaer the goods amd heve them bonded, so es

to avoid peyment of demurrage end otherwise protect
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its interests. Under the present procedure,the banks are
required to obtein permission from ITC authoritiss for
clearance and storzge of goods in such csses. This

results in evoidable delays and loss of or damage to the
goods. When & bank opens a letter of credit on behslf of
an importer, it secures itself by hzving a lien on the
documents of title to the goods end on the actual goods
themselves, when they arrive in India. If the bank is
deprived of this security, it could be put to considerable
loss. While the ITC/Customs authorities may taske necessary
penal action agcinst the erring immorter, the benk which
has esteblishad the letter of credit, should not be
penalised for the fzult of the importer. Foreign suppliers'

right to call back goods, payment for which has been

refused, should also be protected.

5.19 The Cormittee is of the view that in the case of

import bills drawn under letters of credit which
remein unpaid due.to refuscl of the importer to cleesr the
goods, the euthorised dealers who have esteblisned letters
of credit should be allowed to cleer and store the goods
without requiring them to obtain prior approval therefor
either/from ITC or Customs authorities. In such ceses,
authorised dezlers may zlso be permitted to sell the goods
(or re-export them to oversees suppliers ). The goods

imported into Indie aqainst pzyment in nrecious foreign
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exchange should not be allowed to incur demurrege or
get zuctioned or damaged in the anxiety to penalise
the erring importers. The ITC/Customs zsuthorities may
initiete independent action ageinst the defaulting

importers.

5.20 The Committee, accbrdingly, recommends thet

in the cese of import bills drswn under letters
of credit which are dishonoured by importers, ithe banks
opening letters of credit may be permitted, in their
capacity es joint holders to the title to goods, to clear
and store the goods without being rquired:to obtein
prior epproval of ITC/Customs euthorities. The banks
shiould, however, furnish a detailed report to these
euthorities to enable them to initiete suiteble action
egeinst the defaulting importers. In such ceses, the
ITC/Customs zuthorities should also permit the banks
which have opened letters of credit to eventuelly sell
the goods and reelise the proceeds, since the letter of
credit facility is provided by the banks ageinst title
to the documents covering imported goods or to the goods
when they arrive into India. The ITC/Customs authorities
mey teke appropriste ection seperately ageinst the erring
importers. BRBI may teke up this metter suitably with
the concerned Government zuthorities through the Rhinistry

of Finence.
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. *Postal Imports (Psregrenh 13C.2 of ECM)

5.21 Under the current Excinenge Control reguletions,
remittanceSVégainst kills received for collection
in respect of imports by post cen be made by cuthorised
dealers provided the emount of the bill does not exceed
UsS.$.1,000/- or its equivelent end the goods imported
are such as are normelly despetched by positi percel, 1In
other ceses of postel imports, asuthorised declers are
recuired to obtain anprovel of "BI. / In respect of
import of books by post percel, euthorised deelers cen,
however, make remittences on behslf of book-sellers/
publishers agzinst bills received on collection basis

irrespective of the emounts involved_7.

5.22 The Committee feels thet the limit of U.S.$.1,000/-
placed on import of goods by post which was fixed

long &go needs an upwerd revision as items of higher value

such as electronic goods, spares, etc. ere elso being

imported by post for the reasson thet this channel is found

to be cheaper and more convenient ss compared to other modes

of import.

5.23 The Committee, therefore, recommends thet the limit
of U.3.8.1,000/- pleced on import of goods by post

without prior permission of RRI mey be rziced to U.S.$.2,000/-

per parcel, subject tc compliaznce with ITC reguletions,
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*Private Imports-
Import of Complete Instrumants/

Gadgets (Percqgreph 13E.2 of =CM)

5.24 Authorised deelers have been permitted to

meke remittances toward cost of privete imports
by individuels/institutions upto fs.1,000/- provided the
goods to be imported are spare perts, not indigenously
evaileble, of instruments/qadgets imported for bone fide
use of the anclicents. Authorised dealers ere, however,
not permitied to remit, without the prior approvel of RBI,
exchenge representing cost of import of complete instrumenty
gedgets, even if the import is permitted under the ITC
requletions. The Committee is of the view thet if the
instrument/gedget is permitted to be imported under the
ITC regulations, cuthorised deelers should be allowed to
make remittances representing cost thereof without the
prior epprovel of RBI on the analogy of permission granted

for import of spares.

5.25 The Committee, therefore, recommends that
authorised dealers may be permitted to ellow
remittences towerds import of complete instruments/gedgets
as well as spere parts upto the velue of Bs.1l,000/- without
prior permission of R3T, provided impoft of the item is

permitted under the prevziling ITC reguletions.
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*Advence remittances ageinst privete imports
(Paregrapns 13%.4 of EC:i)

5.26 Authorised deelers are permitted to meke advence

remittences towerds privete imports upto
U.5.$.200/- in cese of individuels and upto U.5.$.1,000/-
in cese of institutions or upto the monetery limit
prescribed in the prevailing ILinport Policy, whichever is
lower. The Committee is of the view thet these limits need
an upwerd revision in the context of overall increese in

the prices of goods abroad.

5,27 The Committee, therefore, recommends thet the

limits for edvence remittances by suthorised
dealers on account of nrivete imports mey be raised from
U.5.8$.200/- to U.5.$.500/- in cese of individuels and from
U.5.$.1,000/~ to U.5.$.2,000/~- in case of institutions,
subject to compliance with ITC regulations.

Prectice of opening of letters of
credit for small value imports

5.28 During the discussions with various delegetions,
it was brought to the notice of the Committee thef
Indian importers generally prefer to open letters of credit
in raspect of & majority of import transections even when it
is not insisted upon by oversees suppnliers. In respect of

learge velue imports, the motive seems to be to provide ¢

sefequerd egainst possible chenges in the Import Policy
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(impoting & ban on or cénelisation of import of the
commodity involved ) efter placement of the order for
import. 1In respect of smell velue imports, lettiers of
credit seem to be routinely opened to setisfy interncl
procedural recuirements of the importer companies/firms.
Opening of letters of credit for small value imports
involves disproportionately high costs end effort for banks.
This can be evoided by ellowing importers to freely meke
advence remittances towards imports upto e meximum
specified velue instead of encoureging them to open
letters of credit without considering the cost fector.

A limit of U.S.%.1,000/- per import shipment is considered
reesonable for msking edvance remittences towerds

commercial imports.

5.29 The Committee, &ccordingly, recommends that in
view of the disproportionetely high cost end
work involved in opening letters of credit, importers
mey be permitted to remit in edvence the cost of smell
velue imports. The Committee further recommends thet
powers mey be delegeted to ecuthorised declers to make
advence remittances zgeinst commercial imports upto a
meximum of U.S.$.1,000/- per import shipment. RBI may
issue suiteble instructions to the suthorised dealers

in this behelf,



CHAPTER VI

Business travel

Gencral
6.1 Undar the existing procedure, all epplicetions
for release of exchange for trevel ebroad
(except trevel under Foreign Travel Scheme and Neighbour-
hood Travel Scheme) arc required to be made to RBI. 1In
the cese of lerge exporters heving specified minimum
foreign exchange ecernings from export of goods or services,
RBI issu2s, on applicetion, Blenket Exchange Permits velid
for a yeer. The holders of such Blenket Permits can draw
exchange from authorised deeleors for trevel ebroad of
their represcentetives for the purposes specificd in the
Permits, without their heving to epproach RBI,

Delggation of powers to rcleazse exchenge for
buslness trevel ebrocad - Ad hoc epplications

642 At present, authorised dealers ere permitted

to releese exchenge for travel ebroad of Indian
nationals under Foreign Travel Scheme (FTS) and Neighbour-
hood Travel Schame (NTS) end this procedure is working
setisfactorily. Since 1971, powers have been delegated
to select branches of State Bank of Indis to relezse

axchenge to eligible students for higher studies abroed.
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Though the number ot students applying for relesse of
2xchenge to Stete Bank of Indie is smell, this scheme

too is working sstisfectorily. The procedursl drill for
approving applications for trevel eébroed on business
grounds by Offices of ECD is quite simple. The eligibility
rriterie being liberal, the occasions where releesc of
2xchange for business travel cbroed hes to be altogether

> fused by BRBI ere negligible. The Committee is, there-
Tore, of the view thet powers could be delegeted to select
branches of cuthorised dealers to releese exchenge for
business trevel abroed in accordencc with & stendard sect
of guidéiines laid down by RBI. Apert from providing
additionel points of service to the community of exporters
and imporfers, the scheme would give considereble relief
to RBI from attending to routine work and cnable it to
concentrete on more important functions. During the
discussion the Committce had with representetives of
authorisced deelers, a view wes expressed thaf in the case
of rcleese of exchange for busincss trevel ebroed, usc of
2 certein degree of discretion mey be involved which mey
occesionelly pose problems for authorised dezlers in
excercising the delegeted powers. _Authorised deelers
would, therefore, like the RBI gQidelines to be deteiled

and specific requiring minimel usc of discretionery powers.
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6.3 Another point to be noted is that whilc
considering applicetions from exporters for
export promotion visits ebroed, RBI takes into account
the treck reccord of the epnlicents. Since an exporter
is frce to dzal with more then one euthorised deeler in
regard to export metters, zuthorised dealers mey not
aliieys be in a pnsition to verify the overell export
performence of an anplicent desiring to go abroaed for
export promotion. Similerly, authorised dealers would
have difficulty in ascertaining whether the epplicant
has come -to the adverse notice of eny lew enforcing

agency, perticulerly the Enforcement Directorete.

6.4 The Committee is of the view thet business
travel abroad should not be viewed as a luxury
but es 2 necessity. If we have to boost our exports,
travel on export promotion grounds would heve to continue
to be permitted on 'a fairly liberal basis. Travel abroad
on verious other grounds such as selection of plaent and
mechinery, purchase of rew meterials, finalisation of
technical collaboration arrangements, prospecting for
joint ventures abroad and the like is also quite
necessery and hés to be 2llowed without too many
restrictinne. Therefore, in the Committee's opinion,

even companies/firms which are not eligible for the
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Blanket Permit fecility (which is granted to those who
eern certain minimum amounts of foreign exchenge
annually ) but which have nevertheless to send their
representatives abrozd at fairly reguler intervels in
connection with other important business matters
mentioned above, should not be recuired to submit

ad hoc applications to RBI for release of exchange

for visits abroad.

Composite Allocation of Foreign Exchange (CAFEX)
Scheme for business travel abroad

6.5 In order to obviate the need for companies/
firms to aporoach RBI on individuel occesions
for releese of exchange for overseas business visits of
their representatives, the Committee recommends thet RBI
may 1introduce a new scheme which'may be celled the
"Composite Allocation of Foreign Exchange (CAFEX) Scheme"
under which block ellocation of foreign exchenge may be
made by RBI in favour of eligible companies/firms. The
companies/firms should draw exchenge agsinst their block
allocation through designeted branches of euthorised
dealers, during the velidity of their CAFEX permits.
Companies/firms which are not eligible for the Blanket
Permit faéility (normelly granted to those who earn
minimum specified amounts of foreign exchange) but which

have nevertheless to depute their representetives abroad
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end incur sizeable expenditure of, say, at least
Rupees one lekh per annum on foreign trsvel may be
considered eligible for this facility. Mainly these

would fell in the following cectegories:-

a) Lerge impcrters of plant and
machinery/ecuipment, raw materials,
process chemicals, etc.

b) Companies/firms having collaboration
arrangements or those proposing to
enter into collaboretion arrangements
with overseas narties for manufacturing
activities in India.

c) Compenies/firms engeaged in setting
up joint ventures abroad.

d) Civil construction/engineering
companies desirous of exploring the
possibilities of securing contrects
for construction end turn-key projects
abroad.

e) Exporters of technicel/mznzgement/
concultency services, who ére not
eligible for tiie Blenket Permit
fecility but who have potential to
earn foreign exchenge through oversees
contrects.
The fecility s hould not be evecileble to companies/firms
which have been placed by RBI on the Exporters' Caution
List eand to those whicih heve come to the adverse notice

of the Enforcement Directorete or any other law enforcing

agency.
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6.6 A company/firm desirous of availing of the

CAFEX fecility should a»nply to RBI through a
brench of an authorised deazler through which it proposes
to drew exchange ageinst its block allocation. In approved
ceéses, RBI mey issue a CAFEX permit valid for one year in
fevour of the applicent and forwerd it to the brench of en
authorised dealer designeted by the epnlicent. For drewal
of exchange ageinst the CAFZX permit, the applicent
company/firm would have to apply to the concerned designated
branch which should scrutinise the application snd releese
exchange at the appropriate scele, if the apﬁlication

setisfies the guidelines leid down by RBI,

6.7 The eligibility of & company/firm and the block
amount of foreign exchange to be allocated to it
for business visits abroad during a year should be determined

by RBI taking into account, inter alie, the following factors:

a) Value of imports (made directly or on
behelf of third parties ) during eech of
the preceding three calendar years and/
or the value of import licences held by
the eoplicent.

b) Prospects of finalisation of collaboration
end/or joint venture agreements with overseas
parties.

c) Export reclisation end export outstandings
during the previous three calender years.

d) Average amount of foreign exchange evailed
of ennually for business visits abroad
against aa hoc epplicetions during the
preceding three cclender years.
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6.8 Deteiled orocesurel instructlons regarding

issue of CAFREX permits end their reiewel,
maximum number of representatives for whom excuenge ey
be drewn and per diem retes therefor, periodicel reports
to BRBI from the designated brenches of zuthorised declers,
etc. may be issued by WBI in the form of a Memorendum of
Instructions to Authorised Dzelers.

Zxtension of CAFEX Scheme to
financiel institutlons

6.9 At present, applic:tions for releese of
exchenge to officiels of finénciel institutions
like IDBI, Exim Bank, FECGC, etc. have to be mede to =ZCD
for prior clesrence. These institutions play an importent
role in the promotion of India's external traae and c¢rc
required to depute their officials abroad frequently fo:
verious purposes. The Committee, therefore, feels thew
these financisl institutions need not be required to
approach ECD every tim: they have to send their officicls
ebroad and could insteed be considered eligible for
releese of exchenge under the CAFEX Scheme. For the
purpose of grent of the CAFEX facility, commerciel banks
authorised to dezl in foreign exchange, particulerly
those haeving lerge oversees operetions, may zlso be
trected on pmar with finenciel institutions end those
desirous of availing of the CAFREX facility may 5e

permitted to do so.



6'8

6.10 The Committee, accordingly, recommends thet
financiel.institutions like IDBI, Exim Benk,

ZCGC, etc. mey be treeted es eligible for block ellocetion

of foreign exchsnge for travel sbroad under the CAFEX

Szheme. Authorised dealers having large oversees

csersitions and electing to avail of block allocetion of

“oe1an exchange for trecvel abroad of their officiels may

#lsn be treeted as eligible for grant of exchange facilities

unuser the CAFEX Scheme.

*Review of per diem rates of exchange

6.11 At present, there is no fixed periodicity et
which RBI undertekes a review of the per diem
retes of exchange released for business trevel &broed.
Such reviews ere undertaken at irreguler intervals only
when there is a demend for conducting a review. RBI
depends mostly on Indien Missions ebroad for supply of
data/comments regarding cost of living in various foreign

countries,

6.12 Haeving regerd to the high rates of infletion in
most cquntries eand its adverse impact on the

cost of living, the Committee recommends that RBI should

undertake 8 review of the per diem retes for releese of

exchange for trevel abroad et stenderd intervels insteed
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of doing'it sporadicelly. It is suggested thet the
review should be underteken once e year. The Comnittce
also recommends that RBI should enlerge the sources of
information for underteking the review/revision of
scales. RBI cen, for example, obtezin data on cost of
living, hotel t:riffs, 2tc., {rom oversees offices of
orcénisetions like Air Indie, Indie Tourism Development
Cornoration (ITDC), oversecs branches of Indian benks,
etc. t o supplement the information obtained from Indien

Missinns skroed.

Medical Insurence Cover

6.13 Sugcestions were mede to the Committee to the
effect that additional exchange should be
provided to businessmen going abroad,to cover expenses
on account of medicel treetment in cese of sickness
while on tour abroed. Since such a contingency arises
only in & few ceses, the Committee sees no justifica-
tion for release of additional exchenge to every person

going abroed on business grounds.

6.14 The Committee, however, feels thet a scheme
could be introduced by t he General Insurence

Corporation of India (GIC), in consultetion with RBI,

under which Indian businessmen could take medicel

insurance cover in India egeinst sickness while on
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visits abroed. The Committee wes advised thet this metter
hzas been under consideration of RI!I end a suiteble scheme

is proposed to be finelised in consultetion with GIC.

6.15 The Committee recommends thet RBI mey follow up

the metter with GIC for eerly introduction of &
scheme under which Indian travellers could teke insurance
cover in Indie ageinst possible sickness during their
visits abroad.

Combinetion of RBI and TTC Blanket
Permit Schemes (Pereqraphs 15C.1 eénd 15C.6 of ECM)

6.16 In order to obviate the need for meking frecuent
ad hoc applicetions for releease of exchenge for
trevel ebroed for export promotion, RBI issues Blenket
Exchenge Permits to large exporters of goods and services
heving specified minimum foreign exchange eernings. This
scheme 1is known es the RBI Blenkz2t Permit Scheme. Besides
visits ebroad for export promotion, these Blanket Permits

cen be utilised for various other specified purposes.

6.17 Government of India heve elso introduced e
scheme for relezse of exchange to Export Houses/

Trading Houses for promotionel ectivities on the basis of

their export performence in the previous financiel yeer.

This scheme is known as the ITC Blanket Permit Scheme.
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Relecse of exchenge und :r ti:is scheme 1s in eddition to
the exchenge 2llocetinn mzde under the RBI Blenket
Permit Scheme. The details of the ITC Blinket Permit
Scheme ere snnouncad ¢very yzer in the Import Policy.
Under this scheme, Exdort Houses recognisad by tie
Ministry of Coamzrce ére prescently narznted oxchenge

upto 2.5 per cent of the FOB velue of their exportis
during the previous finenciel yeer, subject to e

meximum of Rs.7.5 lekhs. Export Houses cen elso eveil
of foreign axchenge in excess of Rs.7.5 lekhs (but not
excecding their overzll centitlement of 2.5 per cent of
FOB veluz of their exports during the previous finencicl
yeer) egeinst surrender of their REP entitlements to
Government for an eauivelent emount. Treding Houses &r:
ogrented exchange upto & meximum of Rs.B50 lakhs under

the ITC Blenket Permit Schemz. For getting their
entitlement under the ITC Blenket Permit scheme, Export
Houses/Treding Houses heve to epply to Ministry of
Commerce, Govornment of Indie toaether with documentery
evidence showing thiir axport rcelisstion during the
relative finenciel yeer. They erc thereafter required
to epply o thic concernod Office of ECD together with

e curtifiad copy of Government's edvice indiceting the
exchenge centitl:oment, on the besis of wiich Blenket

Sxchenge Permits zr issu2d by RBI. These permits are
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valid for & period of one yeer from the dztes of issue.
"he Blanket Permits issued under the ITC Scheme can be
utilised for verious specified purposes indiceted thierein,

in addition to travel ebroed for export promotion.

6,13 “ihile there is a ceiling on release of exchange
under the ITC Blenket Permit Scheme, there 1s
0 such ceiling on relesse of exchenge under the RBI
2lenket Permit Scheme. Under the RBI scheme, allocation
of exchaenge is determined taking into account, among other
things, the epplicent's export performence, export out-
stendings, amount of exchange utilised by him for approved
purposes during the preceding yeers, etc. If the initicl
permit is fully utilised by the holder before the expiry
of its velidity, RBI issues a supplementcry permit on
merits, on being satisfied about the additionel excheange

recuirements of the holder.

6.19 Although under the ITC Scheme, the exchenge
entitlement is suthorised by Government of Indie
(Ministry of Commerce ), the exchange is releesed by RBI.
The subsequent follow up regerding proper utilisation of
exchenge released, etc. is elso done by RBI. Thus, both

the Blanket Permit Schemes ere administered by RREI.
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.20 The Committee is of the view thet since bo™h
the schemes ere administered by RBI end ss
exchange released under both the schemes is for DTOINO -~
tional activities, there is no need to have two seperite
schemes of Blanket Permits. The Committee feels thet
there should be only one schene for issue of Blenket
Permits which should incorporate the best features of
the-two schemes. This would obviete the need for RRI to
issue two seperete permits to the seme exporter for

essenticlly similar purposes.

6.21 A view enerced after detailed discussions with
representetives of Ministry of Finance éend
Ministry of Commerce that in the cese of Trading Houses
and Export !Houses the blsnket exchange entitlement
would heve to continue to bz determined by the Ministry
of Commnerce. As there would unavoidably be some deleays
in the Trading Houses end Export Houses obtaining their
entitlement certificetes from the Ministry of Commerce
on the besis of their export performance during the
immediately preceding financiel year, the Committee
feels thet the entitlement certificstes issued by the
Ministry of Commerce for the penultimste year could
form the basis of issue of Blanket Permits by RBI to

Trading Houses &end Export Houses. The Committee is.of
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the view that the present 1limit of Rs.50 lakns per ennum
for issue of 3lenket Permits to Treding Houses 1is quite
generous. As far as TZxport Houses ere concerned, Ministry
of Commerce may consider suitebly reising the ceilings

to compenszte them for the loss of the facility of e
second Blenket Permit under the existing RBI Scheme. In
the cacse of exporters other then Trading Houses/Export
Houses, the release of exchénge mey be determined by RBI
on the besis of their export performence, as hitherto. In
2ll ceses, there should be a provision for issue of
supplementsry permits by RBI if the original Blanket
Permits issued to them ere fully utilised, before the expiry

of the validity period of one yeer.

6.22 The Committee feels that there is no need to

retein in the revised scheme the present ITC
provision ebout allocation of additional exchange against
surrender of REP entitlements to Government of an equivalent
amount, es the proposed scheme envisages grent of additional
exchange to Trading Houses/Export Houses if they fully utilise

their original allocations within less than e yeer.

6.23 The Committee, accordingly, recommends that
the two Blanket Permit Schemes viz. RBI Scheme
and ITC Scheme may be repléced by & single unified Blanket

Permit Scheme which should incorporcte the best features
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of both the Schemes. Tle Comnittee elso recommends
thet the list of purpnses for which the combined
Blanket Permit could b2 us:d should include all items
listed under the present two Gchemes., Full deteils of
the Scheme on the lines indicested in the preceding
peragrephs may be worked out by R%®I in consultetien

with Government of Indie (Hinistries of Finence é&nd

Commerce ).

Issue of Blenket Permits to Shinning compenies

6.24 At present, RBI does not issue Blenket Permits
to shipping compeanies for travel sbroed of
their representastives. Shipping coipenies heve, therefors,
to submit ad hoc applicstions every time there is need
to depute representatives abroad. During the meeting
the Committee had with representatives of the Indien
National Shipowners' Associetion, it was represented
that shipping compenies erz recuired to depute their
representetives abroed auite frecuently and almost
alwsys &t short notice as delay in deputation of repre-
sentetives to visit oversecas ports where their ships
may be strended or even arrested for reasons such as
non-payment of part cues or the like, would leed to
payment of additionzl port chernes &s well as losses

arising out of ships remeining idle at foreign ports.
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6.25 It has been brought to the Coimmittee's notice

thet there hes been a persistent demand from
Indian shipping compenies for grent of the Blanket Permit
fscility. The Committiee feels that the difficulties fsced
2y Indian shipping companies in obtaining releazse of foreign
exchange ageinst individuel epplicztions in emergencies ere
-znuilne end they would be considerably mitigeted if the
cospanies are grented the BRlanket Permit facility. Shipping
companies eern sizeeble amounts of foreign exchanqe by way
of freight end should not be denied a fecility which is
grented to meny other categories of earners of foreign
exchenge. The fact thet ship»ning companies are permitted
to maintain foreign currency accounts &broad need not stand
in their way of getting Blanket Permits for travel abroad
as the balances in their oversees benk accounts can be

utilised only for specific puiposes permitted by RBI.

6.26 The Committee, accordingly, recommends that the
Blanket Permit fecility mey be extended to Indian
shipping compzanies also. The Committee is satisfied that
extension of the CAFEX facility (c.f. Paragraphs 6.5 to 6.8 of
this Report ) would not fully meet the needs of shipping
companies as drewal of exchange through s designated
authorised dezcler only, as proposed under that Scheme,

may not be practicezl in emergencies.
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*'u'ber of represeniatives who could drew

gxchange _under Rlznket Permits
(Feri C of Chepter 15 of ZCi)
6.2

Prior to July 1981, compenies/firms holding

Blanket Zxchange Permits were permitted to
drew exchange for visits ebroad for a maximum of three
renrscentetives to the seme country/countries simulte-
neously. In order to restrict the outgo of foreign
exciiange on foreign trave}, e condition wes stipuleted
in July 1981 to the effect thet holders of Blanket
Permits should draw exchenge for a meximum of two
represantetives for expcrt promotion/business visits to
the seme country/countries et the same time. It has been
reprasentad to.the Committece thet this restriction on
drawel of exchenge for & meximum of two persons is
creating some difficulties, especielly when representa-
tives of different wincs of &n orgsnisetion such ées
financial, merketing, technical, etc. are required to be
ie,uted for co-ordineting efforts to clinch large cxport

orders.

6.28 In the Committee's view, large corporcte
organisations normally heve sufficient

internal financiel discioline end controls to ensure

that their executives are not zllowed to go ebroed

unless werrented by sound business consideretions.
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The Committce, thercfore, recommends that the

.29
number of persons who can drew exchange under
ame country/countries,

Q

¢ Blanket Permit for visits to the s
et the same time (as & tcem) may be raised from two to three,

*txchange for telex/telephone
cnerges eénd secreterisl services
At present, draswel of exchange separately from

5.30
/
Blanket Permits is not permitted for meeting

expenses incurred ebroad towards telex/telephone charges and

secretarial services during visits abroad of representatives
of companies/firms holding Blenket Parmits., They are

expected to meet such expenses out of exchenge drewn by

them in eccordance with the '21ll inclusive' per diem scales
it also becomes necessary

In some cases,

stipulated by RBI.
to engage the services of trenslators/interpreters,
It hes been

ezpecially while negotiesting lerge contracts.
represented to the Committee that expenses required to be
incurred on this count have gone up substantially end it is

aifficult for businessmen trevelling ebroad to meet them
The Committee is

nut of their per diem ellowance.
sctisfied thet the per diem allowance is required to be

spcnt mostly to meet hotel bills for stay and bosrd end
2xpenses towards surfece transport. It would, therefore,

not be possible for representaztives of Blenket Permit
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holders to meet out of thz ceily elliowance edditionel

H

expenses on account of waolaox/tslephone cherges fo

Cih a

192]

o

C
on

nverscas communicetions end othzr sarvice
engegement of secreteries/interpreters. The Commitiee
is of the view thet HBI could cuthorise the 2lanket
Permit holdcrs to drew edditionel exchesinge égelnst
their Blenket Permits for meeting such incidoental
expenses upto & reasonable extent. R3I mey, whil:
considering ad hoc epplicetions for relzasc of exchenge
for business travel abroed, also grant edditionel
exchenge facilities for these purposes, on applicetion,

on ie-its of eecch case.

6.31 The Committee, accordingly, recommznds thet
RBI may pormit drawal of a reesonablec amount
of exchenge ageinst a Blenket Pormit for meeting
expenses incurred by reprcsentetives of the Parmit
holder, while on buéincss visits ebroeu, on telax/
telephone chaerges, and for engeging the scrvices of
secreteries/interpretors/trenslators. The ectusl limit
may be detérmined by RBI in individual cescs aﬁd e
suitable condition to that effect incorporeted in the

list of conditinns ettached to the Blenket Permit.

*2xchenge for onterteinmant expinces

6.32 Undaer the existing rules, senior businessmen

are permittad to drew exchange from Blanket
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Permits issued to their comparies/firms upto US.$.500/-
for meeting entertainment expenses. Junior businessmen
can draw zxchenge upto U3.$.250/- for this purpose. In
case additionel exchenge is recuired for mecting enter-
teinment expcenses on speciel occesinns, the Blanket
P=rmit holders are rcquired to obtain RRI's prior
aporoval., This crectes avoidable difficulties for the
Blanket Permit holders, especially when they are recuired
to incur additionel expenses for cntertainment on spoecial

occasions,

6.33 The Committee racommends that RBI:-mey pormit

drawal of additional exchange upto a reasonable
extent egeinst Blaenket Permits for meeting cintertainment
expenses on special occasions, such as signing of collabo-
ration agreements, inauguration of overseas projects
executed by Indian contrectors, ectc.

Issue of certificates of reslisetion
0f cexport proceeds (Paregraph 15D.2 of ECHM)

6.34 Under the instructions issued by RBI, authoriscd
dealers ere recquired to issuce certificetes of
export rcalisation to their exporter-customers, on a half-
yearly basis. These certificetes should clearly indicete
the total rcalisation during cech period end the velue of

outstending export bills which have become overdue es et
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the end of the perind, Furtner, in the cesa of oxporters
dealing in 'seluoct' 1ist oxport procucts es also 'non-
sclact' list procducis, 2utihorisced deelers ere racuired

'eolct’

to show seperctely the reclisation from export of
list products and other products. It wes, howgver,
represented to the Committew thet authorised dezlers
often issuc certificstes for only consnlidated amounts

without giving thc breek up of rzalisetion wunder 'sclact'

list of export products end other products.

6.35 The Committee suggests thet RBI may egein lssuu
instructions to authorised deelcers to the cffcch

that while issuing certificetos of realisetion of oxport

proceeds, they should indicaete seperetcly the amounts of

rcelisetion from export of 'seloct' list products end

other products.
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*Maintenance of US dollar accounts
abroad by large exnorter-importers

7.1 Under the present rules, Indien exporters ere
required to repetriete to Indie proceeds of
their exports within s specified period and in 2 specified
manner. Similerly, importers ere also required fto remit
the cost of goods imported by them within & certein
stipuleted perind and in a prescribed menner. Since
exports encd imports of even the same perty sre treeted
es distinct transections for the purposes of receiving or
making payments in foreign excheange, exporters ere not
allowed to utilise wholly or partially, proceeds of their
export shipmentis for peyment towerds goods imported by
them. It wes represented to the Committee that the above
requirement resulted in a significent loss to large
exportars who ere also lerge importers on account of two-
way conversion of currencies: once while converting
export proceads received in foreign exchenge into rupees,
and egain while converting rupees into foreign exchenge
for payment towerds imports. The Committee also took
note of the fect that the fecility of meinteining doller
accounts ebroed for crediting seale proceeds of exports

end for making payments therefrom towerds imports has
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been granted by RBI to Indian” diemond merchants in 1982
mainly on the ground thet the proceeds of diamond exports
heve to be used to & large extent for peyment towards imports
of rough, uncut diazmonds. The Committee is of the view thet
a somewhet similer fecility could be grented selectively &nd
on en cxperimentscl besis, to lerge exporters who ere also
large importers to zfford them protection from the losses
inherent in two-wey conversion of currencies on & regular
besis. The Committee feels that initially the facility mey
be granted to (1) exporters who heve an ennual export
turnover of a2t leest Rs.l0 crores end a minimum annuel
import turnover of Rs.2.5 crores, (ii) 100 per cent Export

Oriented Units and (iii) units in the Free Trade Zones.

762 The Comaittee, eéccordingly, recommends as under:

i) To minimise the loss susteined by large
exporters who are elso large importers,
on &sccount of two-way conversion of
currencies on & reguler basis, e facility
mey be ellowed to such exporter-importers
to meintein US doller eccounts ehroad.
The fecility mey be extended to the
following cetegories of exporters:
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743

(a) lerge cxporters with & minimum ennual

(b)

(c)

.export turnover of Rs.l0 crores coupled
with 2 minimum annual import turnover

of Rs.2.5 crores;

All units in Free Trede Zones (Sentacruz
Electronic Export Processing Zone and
Kandla Free Trade Zone); and

100 per cent Export Oriented Units (Z0Us ).

Full detecils of the scheme may be worked out

by RBI. However, its mein features could be

2s under:

(2)

(b)

(c)

Eligible firms/companies may be permitted
by RBI, on epplicetion, to open end
maintein benk accounts in US dollers. The
bank accounts may be meinteined in the UK,
USA or any other country or at an off-
shore benking centre of the account-
holder's choice.

The eligible company/firm mey normelly be
permitted to meintein only one US dollar
gccount abroed at a time. RBI mey et its
discretion, allow more than one US doller
eccount to be meinteined if it is seatisfie
about the need therefor.

The account would be funded by proceeds of
export shipments made from Indie by the
account holder, which are invoicad in US
dollars. The export of goods from India
would be subject to compliance with s1l1 th
prescribed formalities such as decleration
of shipments on GR/PP forms, etc. No
remittence would be allowed from Indie for
funding the oversees account under eny
circumstences.
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(d) The eligible compeny/firm would heve to

(e)

(f)

designete a brench of en authoricsad
deeler to function as & sponsor bank
which will monitor the operetions on the
oversees account. The applicetion (in
the prescribed form) for opening of the
doller zccount should be submitted to
RRI through the sponsor benk . All
transections in the oversees benk account
should be routed through the sponsor
bank. Under no circumstences would the
foreign benk account be ellowed to be
operzted by the exporter independently.

The eligible firm/company would be
permitted to initielly craedit the procceds
of cxport bills drewn in US dollers to the
oversees benk account and use the funds
for payment towerds eligible imports
invoiced in US dollars. The imports

would be subject to complience with ell
the ITC formelities preveiling at the time
of import.

Operetions on the oversees bank eccount
would be restrictad to the following
trensections:

Cradits

i) Proceeds of export shipmants
recziveble in US dollers.

ii) Interest ecerned on the belances
in the account.

Debits

i) Payments towerds imports invoiced in
US dollers. / Only peyments which the
euthorised deelers heve been
empowerad to meke under delegeted
euthority (except payments to
countries in Bileteral Account Group)
may be routed through the eccount.
All other import peyments would bg
subject to prior approvel of HBI_7.
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(h)

(1)

(j)

(k)

ii) Remittenc~s to India.
iii) Benk cherges.

Any other credit or debit would require
prior approvel of RBI.

The meximum limits upto which export
proceeds could be retained in such
oversees accounts would be prescribed
by RBI in individuel ceses teking
into account the average monthly
peyments expected to be mede by the
account holders towards imports. The
balences in the overseas accounts in
excess of the prescribed meximum limits
would heve to be repetrieted to India
at leest once every three months,

The funds in the account would not
ordinarily be permitted to be invested
abroed in fixed deposits.

The exchange control copies of import
licences in resncct of imports under
specific licences would be kept by the
account holder with the sponsor benk
for endorsement es and when payment 1is
mede towerds imports by debit to the
oversees US dollar eccount.

A transcript of the oversces bank
account elong with e summery of
trensections pessed through it would
be submitted to RBI on & monthly basis
by the account holder.

The operetions on the eaccount would be
restricted to trensactions reclating to
exports and imports invoiced in US
dollars end mede in the name of the
account holder. Trensections releting
to exports and/or imports mede by any
other perty such as a subsidiery or a
sister concern would not be allowad to
be routed through the doller account.
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(1) The account holder would not be permitted
to evail of any borrowing fecility such as
lozns or overdr2ftsz from the eccount
mainteining oversees benk or from any
other source.

iii ) Detailed operetional instructions in regerd to
certificetion of dunlicete copies of GR forms,
reporting the trensactions in 'R' returns, etc.
may be issued by RBI. Ordinarily, the duplicate
GR/PP forms in respect of export shipments of the
account holder invoiced in US dollars would have
to be submitted to the sponsor bank in India
together with relative shipping documents to be
negotiated/sent for collection.

7,3 The scheme may be initielly in operation for a
period of one year after which RBI may review it

in the light of experience gained. RBI may allow the scheme

to continue if it is found to be working setisfeactorily, with

such modifications as may be considered necessary.
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CHAPTER VIII

*Qversezs Representation
(Chapter 21 of ECI)

8.1 Under the existing exchange control procedure,
Indien compznies/firms proposing to open
offices or post rcpresentatives abroed heve to submit
their epplicetions to thz Central Office of ECD with e
copy to the Office of =CD under whose jurisdiction the
epplicent is functioning. 1In approved cascs, lctters of
approvel esre issued to the epplicents directly by the
Centrzl Office of ECD} which also issucs necessary
instructions to its concerned Office to grent cxchennc
facilities to the epplicant. Approvels are grented in
ceses whare RBI is setisfied thet the proposal to opcn
an office/to post @ represcntetive ebroad would result
in e nct accrual/saving of forcign cexchange. Exchence
facilities for this purpose erec normally graented to
exporters who have annuel cernings of at leest Rs.25 lchns
from cxport of goods included in the 'scleoct' list or
Rs.50 lekhs of export cernings in respect of itoms
includzd in the 'mon-sclect' list. In the cesc of
exporters of tcchnicel/consultancy services, the
critcrion of minimum foreign exchange carnings is

fixed et 2 lower figure of Rs.10 lekhs per ennum.
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Applicants intending to open trading branches &abroad
have to furnish cash flow brojections indiceting how and
:t what stage the overseas trading branch is likely to
Jenerate sufficient income and become self-supporting.
“nce a trading branch becomes self-supporting and starts
-.7ning profits, the surplus profits are required to be

reosririeted to Indis.

3.0 The exchange facilities for maintenance of
overseas offices/representatives are initially
graented for one year and are renewed on an annual basis.
Powers have been delegeted to Offices of ECD to renew the
permits subject to the following conditions:-
i) The increase in the emount of exchenge
recquired for maintenance expenses for a
further period, should not exceed 20 per
cent of the originel amount releesed;
ii) The export performance of the applicant
company/firm should not heve declined by
more than 10 per cent.
Applicetions for renewal of the facility which do not fulfil
the above criteria or which have some special features are

required to be referred to the Central Office of ECD for

considerstion,

8.3 The Committee feels thet it would not be economical
for smell exporters with an annual export turnover

of R<.25 lakhs and 50 lakhs in select and non-select list
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items of export respectively to maintain & vieble full-
fledged office abroad, especielly in the developed
countries where the cost of living is very high.
Exporters with sizeable export turnover only.should,
therefore, be encouraged to open treding offices e&broad.
The Committee also notes thet at present, RBI grents
exchange facilities for maintenance of oversees offices/
representatives for only one year, subject to renewel

on applicstion. Companies/firms permitted to open
offices abroad may not generzlly be ableto show positive
results within such a short period and in cése they are
asked to close down the offices after just one yeer for
want of satisfactory results, the amount of foreign
exchange épent on capitel and running expenses would be
a total loss. It is, therefore, necessary thet RBI
should give the applicants an assurance that exchange
fecilities would be granted for a reasoneble minimum

period to facilitete proper advance planning.

8.4 At present, RBI considers spplicetions on the

basis of previous performance in regard to
the applicant's export earnings. Some 100 per cent
EOUs may not, however, have eny past export performence
to their credit but in order to fulfil their high
export obligetion, they may need to open lieison

offices or post representatives abroed for promotion
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of their products right from the beginning. In such
ceses, RBI should not epply the critierion of pést export

performance.

8.5 In cecse of potential exporters of consultency

or menagement services, the Committee understands
that Government of Indie would like to encourege them to
open offices abroad for promotion of export of their
services, by grenting them financial essistance from the
Market Development Assistance Fund (MDAF ). The Committee
feels thet RBI should grent exchange facilities for opening
offices/posting representstives ebrosd, to 21l those
consultancy orgenisations which are considered eligible by

Government for grent of assistance from MDAF.

8.6 There are no fixed sceles for releese of exchange

for meeting expenses of overseas offices/repre-
sentatives. Genereslly, exchange feécilities for meintenance
of offices/representatives sbroad are restricted to 10 per
cent of average annual export eernings of the applicants.
While the limit of 10 per cz2nt of export reslisation would
be adequate for large exporters, it mey create difficulties
for medium size exporters, especially in respect of offices
set up in Western countries, where the cost of living is
very high. The Committee feels that there should be grezter
flexibility in this regerd.
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8.7 At present while granting exchange

facilities, RBI, at times, insists that the
epplicent's commission agency agreements, if eny, in the
area served by the proposed office should be termineted.
The role of an overseas office or renresentative is
quite different from that of & commission agent end
the former cennot always replace the lstter. The
insistence on termineticn of the agency errengaments 1is,
therefore, not quite justified. Moreover, the amount
of commission]payable to the agent/s in the territory
served by an overseas office/representztive should not
be adjusted ageinst the amount of exchange to be
released for maintenance expenses of the overseas office/

representative.

8.5 The Committee, therefore, makes the following
recommendetions in regard to the procadure for

opening offices and stationing representatives abroad:-

i) In respect of exporters desiring to
open trcding brenches ebroad, the
exlsting eligibility criterion of
ennual export turnover mey be reised
{rom Rs.25 lakhs to Rs.50 lekhs for
"select™ list goods and from Rs.50
lekhs to 75 lakhs for "non-select”
list goods.



ii)

iii)

8.6

/“Note:- This recommendztion is differerit

from the original recommendstion
conteined in peragraph 15.8(i)

of the Committee's Interim Report.

The scaling down of the limit for
export performence from Rs.l100 lakns
to Kis.75 lakhs for "non-select" 1list
goods hés been recommended after
further consideration of the subject_7/,

The existing eligibility criterion regarding
minimum export turnover msy be left unchanged
in respect of applicants desiring to open
lieison offices and/or post recpresentatives
ebroed.

In the cese of 100 per cent EOUs which do not
have any export performence to their credit,
RBI may permit opening of offices or stationing
of representetives abroad on the merits of
eech case, to enasble them to fulfil their
export obligetion. The foreign exchenge
entitlement should be decided by RBI teking
into eccount the estimates of expenditure
projected by ECUs and with reference to the
cost of living in the countrias where the
offices are sought to be opened or represen-
teatives ere to be stetioned. For this purpose,
RBI mey appropriatcly classify the foreign
countries rether than have & common yerd-
stick for rclease of exchange for all
countries.
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In the cese of potentizl exporters of
consultancy or technicel services of
various kinds, RBI should not insist on
annual exchenge eernings of at leest
Rs.10 lakhs. Government of India
(Ministry of Commerce ) end the Nstionel
Association of Consulting Sngineers are
understood to bs working out & scheme
under which reputed consultency firms/
companies would be eligible to zpply

for finencial assistance from KDAF
towards the cost of mainteining
offices/representatives abroad. While
considering the applicetions from such
consultency companies/firms, their
performence in Indis rether than their
export performance should be given due
weightage. Government of Indie (Ministry
of Commerce ) may communicete to the
Centrel Office of RCD, from time to time,
the nemes of consultancy organisstions
found eligible for claiming finenciel
assistance from MDAF for opening offices
or stationing representatives ebroead.
The cleerence grented by Ministry of
Commerce should be sufficient for RBI

to grent to such companies/firms
reasonable exchange facilities to open
offices or stetion representetives

ebroad.
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8.8

Exporters of computer software should
also be given liberal facilities to open
offices zbroed. The Committee notes thet

the Exim Benk operztes a scheme for providing

assistance to exporters of technology end
consultancy services, including software.
However, irrespective of whather Exim Bank
assistance is provided or not, REBI may
adopt a flexible approach and permit such
companies/firms to open offices abroad on
merits, even in ceses where their previous
export performence is not significant.

RBI has been selectively considering
recuests from lerge Indian importers to
maintain purchase offices ebroed with
foreign exchange entitlement upto 2.5 per
cent '0of the invoice velue of imoorts by
wey of buying commission, provided the
applicant is eble to esteblish theat
maintenence of e pnurchase office ebroead
would result in economy of expenditure

on imports through better co-ordinetion
and more competitive prices. RBI should
continue to grsnt this fecility to lerge
importers on the merits of each case.

The expenditure on meintenencz of a
purchase office should ordinsrily be kept
within an oversll limit of 2.5 per cent of
the invoice value of imports, as hitherto.
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vii) Whil: relessing foreign exchange
for initiel aesteblishment expenses end
for recurring expenscs in the cese of
trading or non-treding offices, RBI et
dresent, restricts the releese to 10 per
cent of the epolicant's pravious ennuel
export cernings for ona or two yeers. It
elso tekess into account the foreign
exchange outgo towerds egency commission.
Thzre is nced to relex this procedure. RBI
should not :=zdjust the egency commission
peyeble to oversces egents while det2rmining
the quantum of foreign exchénge to be
relcesed for meintaining en overscas office
or brench, The limit of 10 per cent of
export sernings towerds meintenence of an
office or e brench should elso be opereted
flexibly. This would equally ennly to
applicetions for stetioning of represente-
tives ebroed.

viii) Where en epplicent desires to continue
the services of an oversees egent even
in & country/territory wherc he proposes
to open an office/branch, RBI neaed not
insist on termination of thc egency
arrangements 3s a pre-condition for opening
an office/branch.

ix) At present, exchenge permits ere issued
velid initielly for e period of ong
yeer and eutometic renewels are grented
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by Offices of SCD provided the veriations

in the expenditure on meintenance of the
overseas office/branch/representative and
the export performance of the parent company
remain within‘stipulated limits. BRBI mey
meke the initiel permit velid for 18 months
to give the applicant sufficient time to
prepare and submit a staetement of expenses
incurred on maintenzsnce of the oversecsas
office/representative during the first yeer.
Renewal of exchange permits beyond 18 months
would be subject to production of ennual
statement of expenses. RBI may, while
grenting epprovals for opening of offices
abroad, also convey its assurance that
exchange facilities would be granted for a
minimum period of 3 YQars or till the office
becomes self-supporting, whichever is earlier.

8.9 The Committee notes that at present all applicetions
for permission to open offices and post representa-
tives abroad ere considered initially in the Centrel Office
of BCD.. Powers have, however, bgen delegeted to Offices of
ECD to renew remittence fecilities ih approved cases, at
annual intervals, subject to the beneficiaries fulfilling
certain conditions. A suggestion wes made thet, in order to
expedite the disposzl of epplications for opening offices/
posting represcntatives ebroad, powers mey be delegeted to
Offices of ECD to deal with such requests. The Committec

feels thet the advanteges of considering such applicetions
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in the Centrel 0ffice of ECD outweigh the disadventeages
of the centrzlised system. In the Committece's view,
opening of an oversces office/branch or even stationing
of & reprcsentetive abroad is 2 major decision for the
applicant company/firm which it should teke efter very
careful consideration. Since companies/firms cannot
ordinerily pleed urgency in such cases, RBI should get
reasonsble time to examine the applications before

granting approvals.

8.10 The Committee, therecfore, recommends tnet the
existing procedure of decaling with all initial

applicetions for opening of offices/posting of represcnta-

tives ebroed in the Centrzl Office of FCD may be left

unchanged.



CHAPTER IX

Intermediary Trede and Counter-Trede

Intermediary or Merchanting Trede

9.1 In some lines of international trade, apert

from direct dealings between exporters and
importers, trensections ere elso undertzken by inter-
mediaries or merchant treders who purchase goods from
one country and sell them to enother. The intermediaries,
who possess upto date knowledge about the demand and
supply position of various commodities as well as price
movements, use their speciesl knowledge and skills to
obtain goods from the cheapest availeble sources and
sell them to needy buyers et a profit. Intermediary
or merchenting trade becomes possible on account of
insufficient information on the part of trading countries
regarding demend and supply for verious commodities and
their prices, non-existence of trede reletions between
the countries concerned on &account of political or other
reasons, etc. It is estimated that nearly e third of
the total world trede 1s handled by intermediaries.
The ettraction for this line of trade lies in the fact
that the volumes handled are very large and the turn-
over quick so that even a thin per unit profit margin

Can earn a handsome totel remuneration for the
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intermedicry. Cf course, the risks inherent in this
line of trade ere greeter since in addition to normel
trade risk, intermediaries have often to face exposure

to exchange fluctuztion risk in respect of two different
currencies. To onercte successfully, merchant exporters
reduire sould finenciel backing end high professional
expertise coupled with good knowledge of movementis in
international cominodity prices and an efficient communi-

cation system.

9.2 At present, authorised dezlers are permitted to

approve, in principle, requests from their reguler
customers to underteke intermediery trede transections or
open letters of credit in respect of such trensections in
favour of overseecs suppliers’provided -

i) firm purchase/szle contracts ere concluded
with overseas buyers/sellers;

ii) importer's country permits import of the
goods in cuestion and payment therefor will
be forthcoming;

iii) poayment terms cgreed with either party do not
involve outflow of foreign exchenge from India
excent for normel trensit period not exceeding
one month;

iv) wnere a letter of credit is to be established
in favour of or ncyment is to be made on
D/P or D/A besis to the oversess supplier,
an advence peyment or an irrevocable letter
of credit for full velue is received from
the overseas buyer in favour of the Indian
merchant and in the latter case, the drefts
to be drawn under the two letters of credit
are of even tenor;



9.3

v) the trensection is completed within a
recsonable period not exceeding six months
from the dete of opening the letter of
credit or ohtaining approvel in principle;

vi) the trasnsaction, when completed, leaves
reasonable profit for the Indian merchant
on the totel cost including all additional
expenses like freight, insurence,etc.; and

vii) the methods of payment adopted for such
trenscctions &re epproved ones.

All csses not satisfying any of these conditions but
nevertheless attractive from the foreign exchange angle
or csses of doubtiful nature recuire prior clesrance of
RBI,

9.3 Opening of letters of credit and/or making

remittances for goods to be bought and held in

stock for sale at a later dete is prohibited. Financing
of trensactions between two countries in the Bileteral
Group or for import of goods from a country in the
Bilateral Group for sale to a country in the %External
Group or vice versa is zlso prohibited. Indian merchants
ere not permitted to open bank accounts abroad, to heve
trading offices ebroad or to resort to overseas borrowings

to finance intermediary treda.

9.4 Intermedieary trede is thus possible under the
present exchaenge control reguletions in a
restricted manner. It wes represented to the Committee

thet the present reguletions are very stringent and that
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RBI should be prepared to grant more liberzl fecilities

to Indian merchant traders to enable them to expand their
operations. The range of fecilities could cover
permission for and provision of bank finance to purchase
and store goods in enticipation of their eventual sale,
permission to open trading brenches oversees, maintain

bank accounts abrosd, borrow ebroed against guarcntees {from
banks in India, etc. The Committee held discussions with
representetives of some prominent merchent traders with a2
view to ascertaining the nature of additionel facilities
they considered necesssry in order to increase the volume
of their trade. The impression the Committee gethered
after discussing the subject in different forums is that
even the companies/firms engaged in intermediar? trede are
not too clear about the exact steps necessery to claim a
larger share of the overall intermediary trade for India.
The only concrete demand put forward by them wes pecrmission
to meintein U.S. doller eccounts abroed. However, none of
them could indicate the precise requirement of bank

guarantees, etc.

9.5 It is evident that Indian traders desirous of
undertaking intermediary trzde would have to
compete with well-esteblished internetionsl giant corpora-

tions opereting in the field and in the ebsence of comparable
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finenciel strength end expertise, this competition would
continue to be amongst unequals. In intermediary trede,
the volumes hendled are large, the profit mergins small
and the commodities dealt with susceptible to sudden and
wide fluctuations in prices. The merchant traders
must, theresfore, iieve the finenciel strength to ebsorb
occésional losses. It is the Committee's considered
view thet while this may be a promising areca, it is also
highly risky and the suthorities would have to be very
selective while considering recuests for grent of eddi-
tional fzcilities to merchant exporters. It would ealso
not be prudent for financial institutions to grent
sizeable additional fecilities to merchent traders
without properly assessing the risks in individual
trensactions. It, therefore, seems desireble thet, by
and lerge, the present orocedure under which euthorised
dealers are permitted by RBI to give approvals to
individual merchenting trede transactions subject to
compliance with certein basic conditions, should

continue in a lazrge mejority of ceses.

9.6 Experience will indicate what additionel
facilities will ba needed e.g., working
capital either through remittences from Indie or by

reising funds overseas with guerantees from Indis.
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A policy fremework for the grant of such facilities will

have to be evolved by RRI in consultetion with Government

of Indie (Ministries of Finence and Commerce ). The Committee,
 wOuld, however, }ike RBI and Government to exzmine further
the feesibility of graenting following fecilities for merchent

exporters on & selective besis:

i) Applicetions from merchent treders with
an annual turnover of atleest fs.10 crores
to meintein dollar accounts ebroed to
finance their operations may bz considered
favourebly. . If the applicant compenisas
also quelify for maintenence of US dollar
accounts abroed ¢s large importer-exporters
‘(cf. Chepter VII of this report), the two
dollar zccounts should be mainteined
separetely and the trensections in the two
shiould never be mixed up.

ii) Some merchent exporters may find it more
convenient to oparste through subsidiaries
esteblished ebroed. If apnlicetions are
received from any mcerchents with a minimum
annuel export turnover of %.10 crores to
establish wholly-owned subsidiaries ebroad,
the Inter-Ministerizl Committez on
Subsidiaries, functioning under the eaecgis
of Ministry of Finance, imay consider such
epplicetions fevourebly, under the overall
Government policy.
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iv)

vi)

RBI may consider, on a very selective
basis, epplicetiohs of Indien merchant-
treders for the fecility of stocking

goods purchased by them pending their
disposel after finding buyers ready to
purchase the goods et profiteble prices,

RBI mey selectively waive the condition
thet both the legs of & merchenting
trensaction should be on matching terms

or terms favourable to the Indisn merchant.

In respect of the merchant treders who are
oermitted to set up subsidierizss at

important treding centres ebroad for
underteking intermediery trade, RBI may
consider epplicetions of the Indian perent
compenizes for extension of beank guarantees
from India to cover the oversees subsidigries'
bank borrowings to meet their working

cepitel requiremznts,

RRI mey elso 2llow, on 2 limited scele,
the fecility of borrowing abroad (zageinst
guerentees to be issued. from Indie) to the
merchant treaders opereting from India to
meect their need for finance ebroed.

Counter Trede

A phenomenon theét has recently emerged on the

internetionel sczne is counter trede, &lso

variously known es switch trede end link deels. Counter

tradec is not to be¢ misteken for bilseteral trade which,
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in the finel enelysic, is direct berter trade denomineted
in currencies. Counter trede carries'an obligetion to
receive pert or whole of the price of an export in kind
rether than cash but the products offered in payment mey
or mey not be rcouired by the exporting country. Some
developing countrics suffering from chronic bslence of
peyments deficits heve sterted offering some of their
products in licu of peyment in foreign exchenge for goods
imported by them. With the spuctre of global recession,
the number of proposals involving counter trade is likely
to increese in the ysers to come. India is also likely to
receive more and more such offers in future and need is
felt for e genersl policy framework to deel with such

proposels.,

9.8 There would be no difficulty in finalising such
dcels, if the country accepting the products
offered by its treding pertners cen absorb them domesticelly,
Whenever this is not possible, it hes to find slternete
buyer/s for such products. This often nccessitetes engege-
ment of the scervices of 2n intormedizry to locate buycrs for
the goods. Counter trade cerrias verious types of risks
such es price risk, credit risk and even country risk., It
mey involve peyment of commission twice in conncction with

one and the seme trensection: once for securinag the original
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export order and again for disposal of the goods
eccepted in lieu of payment towards the value

of goods exported. If the terms of payment in
respect of sale of goods accepted in lieu of payment
involve deferred credit, with little or nothing by
way of advence/down peyment, commission payment to
two zgents at the initial staege cen result in e

heavy outflow of foreign exchznge.

9.9 As in the cese of intermediery trede, the
Committee discussed the issues releling to
counter trede internelly and with representatives of
different organisetions but found virtuel ebsence of
any concrete proposals/recommendetions and hard data
a handicap. In the Committee's view, this is
essentielly a problem on which Government of Indie
would heve to edopt e general policy before RBI cen
frame exchange control regulctions to deal with the
applications. Only when Government of India (Ministries
of Finence end Commerce ) lay down the broed guidelines,
would it be possible for RBI to deel with specific
proposals for grent of exchenge control approvels. The
Committee, therefore, sugqgests that RBI may desl with
individuel proposals, on their merits, in the light
of broad guidelines which Government of Indie are

understood to be finslising. RBI may continue to
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consult Government before grenting approvals for
specific proposels till & stenderd set of rules is

evolved out of exnerience.



CHAPTER X

Miscellaneous Remittances

*Remittances of legsl expenses - Non-export transactions

10.1 The question of remittances to meet legal
expenses abroad in connection with export
trensactions has been deeclt with by the Committee in
paragraphs 3.49 to 3.52 of the Report. No powers heve
been delegated to authorised deslers to make remittances
towards expenses 1in recspect of 1cgal disputes not
connected with exports. 1In such ceses applications
have to be made to O0ffices of ECD which are permitted
to ellow remittences to the extent of US ¢ 1000/-.
Applications involving remittences in excess of
US $ 1000/~ ere considered in the’Central Office of
BCD. Ceases where the amounts involved are large, are
considered by the Centrsl Office of ECD in consultation
with the Legal Department of RBI. Concurrence of

Government is also sought, if considered necessery.

10.2 Having regerd to the cost of litigetion abroad,

the Committee is of the view that the limit
of US $ 1000/~ upto which Offices of ECD can allow
remittances to meet legzl expenses sbrosd in connection

with non-export transections, is low and needs an
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upward revision,

10.3 The Committee, accordingly, recommends that
Offices‘ofiECD may be permitted to asllow
renittences upto US 3 10,000/~ to meet legzl expenses
ebroad in connection with trensactions not releted to

exports., Ceses where the amounts involed are in
excess of US § 10,000/- may continue to be dealt with
in Centrel Office of ECD, in consultetion with the
Legel Depertment of RBI.

Memittences towerds :dvertising ebroad
(paregraph 11H.17 of =CM)

10.4 At present, zuthorised deeclers ere permitted

to relezse exchange upto US $ 3000/~ per annum
towards edvertisement expenses of thelr exporter-
constituents., Offices of ECD are empowered to ecllow
remittences towesrds advertisement abroad (including
advertisement on the redio except on Redio Sri Lenke)
upto the equivelent of rupees one lakh per company/firm
per annum, depending on the export performence of the
applicant, end provided the nature of the business
of the applicent justifies such expenditure in foreign
exchenge. As far és edvertising on Radio Sri Lanka
is concerned, the ¢pplicetions are considered in the

Centrzl Office of SCD. In such czses, remittences not
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exceeding 25 per cent of the foreign exchenge rezlised
in respect of exports to the countries covered by the
Asian Beem of Redio 3ri Lanke ere permitted by RBI.
Blanket Permit holders cén elso utilise their Blenket
Permits for renittences towerds advertising ebroed.
Recuests for edvertising in speciel issues/supplements
oublished ebrozd c¢re considered by the Centrsl Office of

=CD in consultetion with Government of India.

10.5 The Committee is satisfied thst én upviard

revision of the present limit of US 3006/-
per ennum upto which authorised dezlers are permitted
to releeses exchenge for zdvertisement ebrosd by their
exporter-constituents is not celled for at this stege
zs this limit wss reised from US 3 1000/~ aquite
recently. As regerds powers delegsted in fevour of
Offices of =CD, the Committee feels thzt there is neced
for en upwerd revision in view of the high cost of

edvertising cbroed.

1¢.6 The Committee, eccordingly, recommends thet

Offices of ZCD may be permitted to ellow ronittances
towerds edvertisement expenses ebroed upto the
ecuivelent of Rupces five lachs per company/firm

per annum, &5 ageinst the present limit of

Rupees one lakh, on thc imerits of each epplication.
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Remittences towerds Roy:zlty end Technicel Know-how
Fees (Pecragranh 24A.11 of RCM)

10.7 Prior to 1960, Indian compenies/firms wishing
to enter into collaberation &grecements with
foreign comnsnics had to epply to RBI. RBI referred
the applications to /iinistry of Finence, who hed to
consult the concerned edainistretive Ministry before
grenting epprovel. Since this was & time consuming
procedure, Governnent of India set up a Secreteriat
for Industrial Approvels (SIA) to co-ordinete the work
relating Lo fofeign in-ztment in Indla. The proposels
for forelgn collaboration are ncw considered by the
inreiyn Incestment Beard (-iX) end in approved cases,
letters of intent ere issued by SIA to the epplicants
who ere recuired to finslise the egrecments in
accordence with the terms eapproved by FIB and to
subnit copics thereof to Government vithin six months
from the dete of letter of intent. If the agreement
is strictly in eccordence with the terms epproved by
FIB, it is teken on rccord by Government. Copies of
the egreement zre then sent by Government to RBEI
(both Ceontrel 0ffice and concerned Office of ZCD).
RBI then conveys to the enplicent its formsl &pprovel

under FERA for the collebhoretion cgreement. The

approval letter of RBI elso conveys, inter a&lie, its
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gpprovel to the foreinn colleboretor undar Scction 28
of FERA 1073 to meke eveilezble technical knovi-hov to

the Indien compeny.

10.8 Remittences of roy:zlty/teclinicel know-how fees
ere epproved by Offices of ECD in eccordence

with the provicions of egrozments epproved by Governmer

of Indie. Along wiith such e¢oplicetions, epolicents

are reculred to furnish, ameng other things, & ro-

objection/tzx ciecerence certificete from Incomc-tax

cuthoritics.

10.¢ It was represcnted to the Committce that one

of the mejor irritents in regerd to remittence
of royelty/technicel know-how fees hes been the
recuiremznt of nroduction of 'no-objection certificete'
from Incomz-iex cuthorities, TUormelly it tekes auite
some timz to »btein such certificetes. As reéards
the suggestion whether RBI could zccept en euditor's
certificete regerding edecquacy of tax provision, the
Committee feecls that cuditors cen certify the eadecuacy
of tex provision releting to the particuiar payment
but they cennot bc expccted to certify the position
regerding other outstending tex lisbilities in India,
if eny, of tie foreign cclleboretors, or whetiier

in & perticuler cese, the payment of royaslty/technical
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know-how foe etirects or does not ettrect Indian texes.
A view wes expressed thet, whercever possible, FIB .
should claerly indicete thet the royelty/technicel
know-how fce 1s peyeble on & 'noct of tax' besis.

Tho Committec wes givén to undcrstand thet there were
precticel difficultics in tecking ¢ finel view on the
epnlicebility of texes at the time of epprovel of the
forcign collebcration zrrengecments by FIB. Reference
to the Contral Board of Direct Texes (CBDT ) for prior
cleerence would unavoidebly lzad <o delay in grenting
epprovals for colleboretion earacments. Letters of
spprovél zgrecing, inter zlis, to payment of royelty/
technicel know-how fecs ere, thercfore, issucd by

Government subject to epnliceble taxes.

10,10 It hes been brought to the Committee's notice
thet while there is no specific provision
under the Income-tex Act for issuence of no objection
certificates/tex cleerence certificetes by Income-tex
suthorities, in October 1977, CBOT hed issued circuler
instructions to Income-tzx Offices to issue no
objecfion certificstes/tex cleerence certificetes in e
stenderd form, the profome of which was elso
circuleted by CBDT. The Committcce 1is, however, eware

thet in prectice applicents sometimes experience
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difficulties in obtezining :uch cortificetes
expaditiously. Taking &ll these fectors into account,
the Committec is of the viow thet since RBI rceaquires
the enplicent to produce &n euditor's certificete
indiceting, inter alie, the deteils of gross amount of
royzlty/tecnniccl know-how feas, emount of tex payable
thereon &nd the net emount renittabls to the oversees
colleboretors, it siowuld cleczr the applicetion after
setisfying itsclf thet the emount of tax due hes buen
deducted from the remittable smount end paid to
Government of Indiz, without going into the oversll tax

liability of the oversees honeficiery of the remittence.

10,11 The Committece is elso of the vicw thet only

the first applicetion for remittence of royelty/
technical know-how fces nced be referred to RBI for
epproval and poviers could bz delegeted to zuthorised
deelers to ellow remittences of subscquent instslments
subjzct to fulfilment of the seme tcrms and conditions
under which remittence of the first instelment vies

eadnroved by RBI.

10.12 The Committee, eccordingly, recommends thet
RBI mey ellowv remittences of royalty/t;chnical lknow-how
faas on the bezsis of certificctes issued to the

aoplicent compenies/firms by their ouditors
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recgsrding edequacy of tex provision, cfter setisfying
themselves zbout peyment of texes. RBI need not, in
such ¢eses, insist on production of & no objection/

tax cleezrance cortificete fro. Income-tex euthoritics.
The Coanittee notce thet this mztter is under
correspondence between RB3I end Government of Indie.

RBI mey follow it up with Govzrnment for e setisfectory

long tcrm solution to the problaem.

10,13 The Comnittee 21lsc recommonds thet only the
firet ep:licetion for remittecnce of royelty/
toechnicel know-how foes should ba referred to RBI for
epnrovel. As rogerds romittences of subscruont
instelments, RBI mey dclegete powers to the brench
of szuthoriscd deceler designeted by the epplicent
comoany/fim, to ellow the remittences subject to
fulfilment of the same terms end conditions under
which remitience of the first instelment hed bem

aporoved by RBI. HRBI inzy ¢lso evolve & suiteble

nrocedure for the euthorised deelers to report to it
deteils of such ennrovels grented by thcm for post-

fecto scrutiny.
Delecgetion of powcrs to zuthoriscd dozlers to

2llow remittenccs of instelmznts of foruign
currcncy lozins

10.14 Under the oxisting procedure, cuthoriscd
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deelers erc ellowed to cffect remittsnces of instelme nts
and to book forwerd contreécts in respect of deforred

is of tnc peckege epprovel

n

crecdit imports on the be

grcnted by R3I {or the deferred credit arringencrnt .

This procodure, however, covers oinly defcr?ed credits
eveiled of by Indilen importers {rom oversecs suppylizrs
of goods. In th2 ccsc of forcign currency loens
obteined by Indien comnenizs/{firms, euthoriscd dealears
are ot present recuired to epdproech RBI for prior
enprovel for remittance of 2ech instelment es elso for
booking forwzrd scle contrects covering such inst:zlments
The Committee is of the view thet the principle followed
in the casc of zpplicetions for remittences of
instclments duc in respect of imvorts under deferred
peyment tcrms should elso bc extended to remittances
towzrds reneyment of instelments of forocign currency

loens.

16.15 The Committce, eccordingly, recommends that

RBI may, whilec approving the forcign currency
locns obtzincd by Indian compenles/firms, grent e
package epprovel to the zuthorised deeler d.signeted
by the epplicent to ellow remittences of instelments of

the forcign curroncy loens fzlling duc end zlso to

book forwzsrd contracts. RBI mey zlso cvolve
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a2 suiteble system for euthorisced decloers to report the
égteils of suci: rcinittences towerds roepeyacnt of
instelments of forcign currency loens to cneble it

to build & complete profile of the country's oxternel
debt.

Grent of Foruign Currcincy foens to Indien

companics by Tndisn Finzsncizl Institutions
viz, ICICI, IFCI & IDBI

10.16 Undar tho present procidure, Industriel Ciredit
znd Investment Cordorstion of Indie (ICICI),
Industricl Financ: Corporetion of Indie (IFCI) end
Industriel Dovelopm.nt Benk of Indie (ID3I) obtein
lincs of crudit from ovirscas finenciel institutions
like IBRD, KF.l, otc. These Indian fincnciel
institutions grent forcign currency loens to Indien
sub-borrowirs for finencing the l;ttcr's imports out of
such lincs of credit. For obteining lines of credit
from overscees finenciel institutions, ICICI, IFCI end
IDBI heve to obtein prior eporovel of Government of
India and RBI. In eddition, Indien companics/firms
evziling of sub-losns from Indien finencicl
institutions for finzcncing thelr imports eg-inst
import liccnces specificelly issued for imdorts
~gzinst forcign currcncy loans obtzined from the
Indizn finenciel institutions, heve clso to obtein

formel eporovelof RBI for their sub-borrowings.
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10,17  Tnec Committee is informed that elthough the
emount of forcign currency loens grentcd to
sub-borrowcrs is to bo repeid to tho finenciel
institutions in Indien rupoes, the sub-borrowcrs
heve to obtein REI's eonrovel, as the zgrz.ments
betvreen the finznciel institutions #nd sub-borrowers
arc for forcign currency loens. The Committce focls
thet in view of the verious in-built s:zfcoguerds,
once the propos-ls of ICICI, IFCI &znd IDBI for
obtcining forcign currency lincs of credit ere
epproved by Govarnmaent of Indie znd RBI, thcere should ke
no nccd for individuzl companies/firms to obtein
scpercte zporovels from BBI for evelling of forcign

currcency sub-loins out of such lince of credit.

10.18 The Committec, cccordingly, recommoends thet
once RBI grznts its epprovel to ICICI, IFCI

cnd IDBI for obtzining linos of cicdit from ovarsces

finencicl institutions, thore should be no noed for

the individuzl companies/firms to obtein prior

approvzl of RBI for zveiling of forcign currency

sub-lozns ou®: nof such inzes of crcdit. Instced,

RBI should ine:rt = suitcblz cleuse in its lettier

of canrovel to the principal'bﬁrrower to tha effect

that thc apprevel may alsc be deemed to be its formal

collective approval under FERA for the sub-borrowcers
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for ezveiling of sub-lozns from thc principel borrower
out of the linc of credit or foreign currency loen in
cuestion. RBI mzy elso duovisz ¢ suiteble reporting
system under which the rrincinel borrowers should
pcriodicclly {furnish to it deteils of sub-loans
grented, disbursemonts made, etc. This procedure would
zlso apply, peri peéssu, to forcign currency linos of

credit reised by commorcicl bénks.
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CHAPTER XI

Study Groups on Export Proccdurc end

Forward Fecilitics

Working Group on Export Procadure

11.1 ‘BBI hes introducued, with c¢ffect from 1lst

October 1983, ¢ simplificd end retioneliscd
export procedure. The rovisced procedure is besed on the
rccomm:ndetions of the Intcr-depertmentzl Working Group
sct up by RBI under the Chairmanship of the then
Controllor which hed submitted its Report in 1979,
RBI hed zccopted tho Working Group's rccommindztions
but for ¢ vericty of rcesons imploumeontetion of the
rccommendétions hed to b hold in eboyence. The
modified export proccdure, wiich onviseges strongor
computer beck up, hes boen introduced efter obtzining
necassery clearence from Government of Indie (Ministry
of Finznce - Depertment of Economic Affair§ end Centrel
Board of Excisc end Customs ) end prior consultetions
with authorisad dezlurs end Customs Officcs et
important cuntres 1ikc Bombey, Celcutte, Medres, ctc.
The reviscd procedure hzs the following seliocnt
fceturcs: -

i) The c¢xisting cxport decleration forms (GR
cnd PP forms ) neve been completely revised
end the new forms zre to be submitted in

scots of only two copics (originel end
duplicete ) instced of three copies es hitherto.
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Elimination of one copy from each set of
export forms would reduce by one third
the number of forms required to be
hendled st a number of stages.

ii) The procedure of physically matching
copies in eech set of lakhs of GR/PP
forms on the besis of pre-printed
numbers denoting the domicile of eech
Office of FCD hes been abolished. As
the two copies in the revised set of
export forms sre not to be 'metched'
physically, there would be no need for
movement of forms between different Offices
of ECD. FEven within the seme Office of ECD,
originals and duplicstes of GR/PP forms
in each set cre not reouired to be
metched physically. This metchiing
exercise is to be done on the computer.
Removel of a number of bottlenecks
inherent in physicsal metching of & lerne
volume of forms is expected to help poffices of
ECD to ensure thet the work does not
fall in arreers as in cserlier years.

iii) Under the old procedure, authorised
- deelers were required to certify

the middle or duplicate cony in eech
set of forms and send it to RBI to
signify acceptence of reletive
shipping documents for negotietion/
collection. Under the new procedure,
this function would be performed by .
a single consolidsted 10-day statement
to be sent to RBI by eauthorised
dealers.

iv ) For the purpose of compiletion of
balance of payments stetistics, RBI
would need to code dete mainly from the
originals received from Customs. The
statement furnished by authorised
deelers would not need much coding.

The work of preperetion of statistical
tacles zfter coding of export deta would
thus be speeded up.

11.,2-, Under the revised procedure, the activities

like sorting, secuencing, merging etc. of

lakhs of GR/PP forms which were performed manually by



11.3

subordinete steff of RBI end which hed 2 tendency to
fzll in heevy errcers, therebys putting in jcopardy
subsccuent steges of work, ere completely climineted.
Conscquently, it should be possible for =CD to teke up
the export follow-up work more oexpeditiously. As the
flow of originels from Customs would bo fest:r cs
compared to the flow of cortified duplicetes from
cuthoriscd dezlers under the old procedure, RBI is clso
expected to be zble to code the dete more eoxpeditiously
end compilz the belence of peymcnts stetistics with

2 snortor time lag ¢s comoired to cerlicr yeers.

11.3 As the deteils of the revisod procedure were
finalised before the Committee commonced its
work, it did not consider it nccessery to study the
problem independuntly. As the revised procedurc hes
introduced scverel fer reeching chenges, it would be
some tim2 before its full impzct is felt. The
Committcce hopoes thet with greeter rcesort to computer
supnort, RBI would succced in its twin objective of
meking the cxport follow-up work of FECD more cffective
and rcducing significzntly the time leg in compiletion
of the belence of pzyments stztistics fqr usc¢ by RBI and

Govarninent as an importent inosut for policy formuletion.
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Study Group on Forwerd Facilitias

11.4 RBI hed sct up, in Jenuery 1283, en Intcer-

Depertmentzl Study Group under the Cheirmenship
of the Controller (Mombor-Sccrotery of this Committoc )
-to review the ontir: renge of uxchenge control rogulztions
rclzting to forwerd exchenge cover fecilitics. The
eppointment of the internel Study Group cemo soon aftor
thoe e ointment of this Committes end its work hes
progrossad epcce with thoe work of the Committcoc,
Conscauently, zlthough the tirms of refercence of the
Comnittoce elso included tho subjoct of forwerd
frcilitices for imoortors end cxvorters, the Committce
did not considcr it ncccesscry to duplicete the offort
on studying the séme issue througiy two diffcront

chenncls. Instced, it wzs decidod to rcfcf to thc Study

Group for c¢xpert cxeminetion, zll importznt sugoostians
on the subject mecde to the Committec by differcnt
orgenisetions, c¢ither in writing or in thoeir orel
submissions. iicmbers of the Committce elso hod en
opportunity to svou the drcft of the Study Group's
reoort eénd meke cert-in suggestions for chenges in it,
11.5 The following were some importent suggestions
rogerding forvicrd fecilitics reccived from
diffcrent orgonisztions,which wore reforred to the

Study Group for detsiled exzminction:-
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i) Menufzcturcr-exporters may be @llowed to
book block forwerd cover, upto say, 1O per cent
of their provious yeer's export turnover,
in enticipction of firm oxport ordors.

1i) The rules governing substitution of ordors
eand cencellztion of forwerd contrects should bhe
furthor libe rallsedf

iii) Authoriscd deelors mey be permitted to oxtend
forwerd cover botween the bese currency end the
option currcncy to Indien borrowers reising
forcign currency loens with & multi-currency
option. ’

iv) Tho sproed botwoen buying 2nd sclling retes
for forcign currcncics should be nerrovwed down

so thaet fincr retes ere eveileble to cxportaors
end imyorters.

v) Forwerd cov:r facilitics mey b extondad_to
Indien prOJth oxdortecrs who brlng into India

their project ecernings rondered temporerily
surplus ebroed with the intention to remit beck the
funds, when noeeded by the oversces projects.

11.6 The Study Group hés since completed its deli-
berations end is c¢xpocted to submit its report
to the RBI Governor shortly. It hes done e commcndeble
job of eanelysing mcthodicelly @ highly technicel end
complox subjoct. The Committee hopes thet the major
recommendetions of the Study Group, which erc cxpected
to includ: introduction of 2 fcw cntirzly new forwerd
cover facilities, would go 2 long weay in macting the
demend of the trade for liberazlisation of the existing

forwerd fccilitics.
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Cucstomer Sarvice

Functionzl set up of =CD

12,1 The Central Office of =CD is located at Bombay,
Thz Depertment has 17 full-fledged offices (the
latest addition being Penaji in Goa) &nd one Exchange
Control Cell at Megour. %Zach office has jurisdiction
over a notified geographicsl erea. The Exchange Control
Cell at Negpur has only limited powers to deal with
applicetions for release of exchange for trevel ebroed
and for tcking personel jewellery abroad by outgoing
travellers. The 17 full-fledged offices can be grouped
in three cetegories es under on the basis of the volume

of work handled by them:

(I) Major Offices - Bombey, Calcutta, Medras and

New Delhi.
(IT) iMedium-Size - Ahmedabad, Bangalore, Chandi-
Offices - aqarh, Cochin, Hydersbad and
Kenpur.

(TIT) Small-Size Bhopel, Bhubaneswer, Gauhati,
Offices Jeipur, Penaji (Goa ), Patna
and Srinegar.
The major offices are under the cherge of Joint Controllers
(Officers in Grede E), medium-size Offices under the
charge of Deputy Controllers (0Officers in Grede D) and

small-size Offices under thc charge of Assistant

Controllers (Cfficers in Grede C). The Office at Panaji
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is, however, headed by a Deputy Controller.

12,2 The Committee 1s given to understand thet RBI

has followed e policy of providing one full-fledged
Office of =CD in each Stete, acnerelly et the state cepitel.
Occesionelly, representations ere received from various
organisetions for oncening offices a2t other pleces of
commercizl importence like Lucknow, Fune, Trivendrum, etc.

but RBI hes not eccepted such demands.

12.3 The Committee is of the view thet in the cese of

a gervice-orientcd depertment like ECD, the concept
of one office for one Stete is not so relevant es it perhaps
is for other departments of RBI like Public Debt 0ffice,
Public Accounts Depertment, etc. which provide necessery
service to Stzte Governments by virtue of the stending
agreements signad by nBI with them. As far s new Gffices
of ECD are concerned, RBI chould have a more pregmatic,
flexible and need-oriented eporoach. As the volume of
Indie's exports grows, companies/firms functioning from
smaller commerciel centres would get involved in forcign
trade. Since it should be the endecevour of RBI to rendar
orompt and efficient service to exporters and importers €rom
places as near to them es possible, it might be necessary
for RBI to creete & broad based organisational structure

of ite -~m. rether than increceése the dependence on euthorised
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deelers for rendering customer service. The Committece

is of the view thet BRBI should heve an open mind on the
question of onening new offices of ECD 2nd the decisions
to onen new offices should be guided, in the mein, by
considzaratinns of cxisting or wotenticl volumo of export-

import trad-=.

12.4 The Committee, 2ccordingly, recommends thet

RBI should not be guided by the principle of
one office of =ZCD for esch Stete. It should adopt & more
flexible end necd-oriznted epproech in the mattzr of
opening of new office of RCD. Decisions to open offices
at new centres should be guided by considerations of
existing or potentiel volume of export-import trade end
the size of the geogrephicsl erce to bz served by the
new office. From this angle, REI may consider redresenta-
tions from centres like Berode, "ucknow, Ludhiana, Pune,
etc. for opening of now offices end the ceése of Negpur
for upgredetion of the c¢xisting =xchenge Control Cell

into a full-fledged office.

Treining

12.5 RBI hes different treining csteblishments for
imperting institutionel treining to its

officer es well as non-officer steff. At the epex level

is the Benkers Treining College 2t Bombey which®is run
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by RBI but primerily ceters to the treining needs of
officere of commercial baenks. The College runs, among
othars, courses on forcign exchenge (orientetion es well
2s &dvanced proqgrammas ), inspegtion of euthorised deelers,
conduct of dealing rocm operztions end sudit therzof, etc.
but RBI can depute only & feow officers from =CD to &ttend
such courscs. RRI runs & Stsff College at Medres
exclusively to cater to the treining nceeds of its junior
level officers. This Colleqge too conductis specisliscd
programmes on foreign exchenge &nd exchenge control bhut
the numbar of such prograzmmes is limited. For impsrting
training to its clericel steff, RBI runs Zonel Training
Centres at 4 me jor centres viz., Bombey, Calcutta, New
Delhi and Medres. Racently the Zonal Treining Centres
have elso introduced e short dury¥ation course on foreign

exchenge and axchange control.

12.6 RBI &2lso denutes its middle lavel officers, for
specialisad training in foreign exchenge in outside
treining institutions, both within the country and

abroad. Such densutetion is, howevnr, on a limited scele,

12,7 The Committee is edvised thet RRI hes eccepted
the principle of intzr-dcpertmentel mobility of
steff at all lovels. Consccuently, a lergc number of

officers end employees ar: recgulerly transferred to =CD
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from othrr D2pertments of RBI end vice versa. They are
aiven induction treining of verying duretion depending
upon the exigencies of services. Vhile the present
institutionzl end in-house arrzngements for training
ere of considereble benefit to the RBRCD steff, increese
in inter-departmental mobility hes heightened the need

for and imnortance of prooner training facilities.

12.8 The work of ECD is of highly specieclised
nzture. New developments ere constantly taking
plece in the eree of foreign exchenge banking which have
g close bearingy on the work of ECD. The staff working
in this Depertment have, therefore, to be properly
trzained and should elso hsve edequete experience in
foreign exchenqe business. The Committee is of the view
that it 1s necessary to give to officers etteched to FECD
much grecter exposure to internetionel banking prectices
end procedures by denuting them to oversees banks/;entral
benks, since a variety of new end sophisticated types of
business is being introduced in Indie progressively, and
the central bznk of the Country should have the skills
to hzndle these sonhisticated and complicated areas
competently. Tts personnel should also have the
reauisite professionzl competence to guide authorised

dealers in their new activities.
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12.9 In ragard to the trezining fecilities for the
parsonnel of authoricsed deelers, the Committee is

given to understand thet, in addition to the Renkers Training
College run by RRI, most of the lerge commerciel benks heve
their own treining colleges for impzrting treining in
different ficlds of banking. /s fou small benks heve come
together to set up joint treining colleges such ss the
Morthern Indie Renks Sieff Treining College et New Delhi

and Southern Indis Banks Staff Treining College &t Coimbatore.
These institutions ceter to the treining needs of the officers
end staf{ of the banks which hava e;tablished them, The
Comaittec, however, fccls thet there is considereblo scope
{or exchenge of training orogremm:s amongst the treining
institutions sponsorcd by different benks, which would feci-
litete ponling &nd sharing of thc axpertisc end expericnce
of different treining institutions. This will elso
faciliteto coxchenge of idees and disseminetion of the

gsults o successful experimants snd innovetions tried out
by verious institutions in differant fields. Since forecign
exchenge end internetioneal benking are complex end
developing subjacts, pooling of the cfforts of diffcrent
treining institutions and sharing of training metecriel
would ba bzneficiel to all. Thzre is also neod to reviow
tho treining progremmes regulcrly to keep pace with the

chéenging nceds.
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12,10 The Committee ¢lso sugaests thet hoth RBI and
commercial benks should make grecster use of moderr
treining techiniques such as self teeching progremmes end
progremmed lezrining materisl, audio visual &ids like slide
projectofs, video cess=2tte recorders, etc. for imparting
treining to their »nersonnel. If necessery, RBI and
commercial benks could engzge the services of smecialists/
concultients for prepervetion of suitable treining material

for their staff.

12,11 The institutiosnal trazining provided by reguler
treining estahlishments through e veriety of
courses should elso be supnlemented by adequete on-the-job
treining end informel in-house treining »rogrammes run
depertmentelly, The Committee is given to understend that
ECD has prepered meterial like job cerce and check lists
to serve &s treining eids for new entrants. This experiment
could be emulzied by euthorised deealers. The job cerds end

check lists should, iowever, be undeted from time to time

to ensure that they do not become obsolete.

12.12 The Committee should like to stress thzt treining,
as en integrel pert of personnel development,

should rzceive cereful and reguler attention of R3I as well

&s authorised dezlers. If given systemetic training, new

steff entering ECD end Foreign Rxchange Departments of
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commercial banks would leern the besic skills and develop
necessary confidence to handle their new essignments with
Teletive ease.

RBI Faculty Support for Workshops/Seminers
orgénised by recognised trzde bodies

12.13 The Committee is informed thet in 1982 RBI had
orgenised “orkshops on "Conpileztion of R-Returns” in
collaboretion with leeding commercial benks, at 2 number

of important centrazc throughout Indiez for the benefit of
officiels working in the Foreign TExchange Depertments of
brenches of authorised dealers. RBI is also understood to
heve decided rocentiy to conduct Workshops et & number of
centres all over the country, with the essistence of F=DAI,
IBA and major commercial benks, to cover mainly the following

topics:

i) Letters of Credit
ii) =Export end Import kills
iii) Exchange Cover end Risk Msnagement

iv) 'R' Returns.

The Committee is of the view thet besides providing trzining
fecilities to the officicls of R3I and commercial banks,
there 1is greeter need to educ:zte the members of various
trade orgenicetions regerding the »rocedural formelities

required to be complied with by them while submitting
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applicetions to RCD es well es to authorised deelers.
Verious recognised trade bodies 1like FICCI, AS30CHAM,
FIZ0, AIEI, Export Promotion Councils and Chambers of
Commerce heve been orgenising workshops/seminers on
specific topics for the benefit of their members. The
Committee feels thet RBI should cgntinue to extend, on
recuest, necessery fzculty support for such :rorkshons/

semineres.,

12,14 The Committee, accordingly, recommends thet

RBI mey extend necesszry feculty supoort to the
recognised trzde bodies for the workshops/seminars
conducted by the letter on topics releting to exchenge
control eénd exchenge msnagement for the benefit of their

members.,

Plecement of Staff

12,15 The Committee is given to understand thet since
1973, RBI hes accepted full inter-depertmentel
mohility of stezff at all levels (excent in a few Denert-
ments such ss Depzrtaent of TZconomnic Anelysis and Policy
end Depertment of Stetistical Analysis and Computer
Services ). In line with this policy, the officer end
non-officer steff stteched to ZCD ere required to be
roteted regulerly with the result thet a lerge number

of officers and employees now enter the Depertment



12.10

without any previous experience in a similar line of work.
In view of the diverse and specizlised nature of ectivities
performed by ECD, frecuent chinges in steff, psrticularly

et the officer level, cerry the risk of adversely effzcting
the efficiency es well s cquslity of work of the Depertment.
The Committece feels thet thics cen be mitigated to some extent
by giving cereful theoreticel as well es practicel treining
to new entrants 1n the Depertment before they are placed on
requler desks., Tt is the Committee's considered view that,
while RRBI's overell nolicy about inter-depertmental mobility
must cover ECD, having reqgerd to the fact that it tekes- a2
reletively longer time for personnel to leern the specialised
work of this Department end settle down properly in their
jobs, it would be desirehle to avoid freguent transfers of
personnel attached to =CD. The Department should also

be permitted to maintein a core staff with reasonably long
periods of service so thet continuity is meinteined and
importent policy issues are not decided without proper
knowledge and appreciation of pest developinents. What
applies to ECD of RBI, would elso hold good, mutatis
mutendis, in the case of the Foreign Exchenge Departments of

comnercial bsnks.

12,16 The Committee concedes thet the inherent
conflict between overall needs of human

resources development, career planning end job rotetion on
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the one hend eand the need for specielisetion on the

other is not peculier to RBI. Vvihile the Committee
apprecietes the need and desiraebility of inter-depertmentsl
mobility, it feels thet the vealue of specielisetion should
2lso be prorerly recogﬂised. In & specielised depertment
like ECD, therefcre, there should be a judicious mix of
steff with sufficient experisnce end new entrants,
especielly et the officer level, so thst the efficiency
and quality of work of the Depertment are mzinteined at e

high level.

12.17 As fer s authorised dealers are concerned,

they should ensure thet the stef” posted to
hendle foreign exchange work have reasonable experience
as well as edecuate treining in foreign exchenge &nd
frequent transfors of the personnel s2re avoided. They
should also aim at heving a judicious mix of trained
steff with sufficient experience snd new entrents 1in
every branch handling foreign exchenge business,

Review of brench set up
of euthorised declers

12,18 Sranches of zuthorised dealers permitted to
handle foreign exchange business eare divided

into 3 cetegories - A, B and C. V%ide powers have been

delegzted by RRI to authorised dealers in the metter

of allowing remittances, etc. These powers cen be
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exercised by ell branchezs in categories A and B. Ceategory
C brenches haeve to hendle their foreign exchenge business
through link brenches in cetegory A or cetegory B. In this
Report, thé Commitine hes recommended delegetion of more
powers to euthorised deelers., Authorised dealers would
thus continue to nlecy a very cruciel role in the edmini-

stretion of exchence control.

12,19 From its discussions with reprnsentetives of
euthorisead q@alers, the Committee observed thet
some of them hed reservetions zbout delegation of edditionel
powers tn &ll brenches of authnrised deoelers. Tt wes elso
the generel view thet work releting to exchange control
celled for well-treined end experienced steff but it is
very difficult for suthorised deelers to »nrovide treined
end experienced steff to all brznches in cetegories A and B.
Many brenches thus experience considereble difficulty in
rend:ring prompt customer service end also furnishing

prescribed returns to RBI in time.

12.20 The Committeze is given to understend that RBI
hed "edvisad authorised deeclers sometime ago to
undertake a thorough review of their branch set up to see
whether all their brenches in catecgory B were properly
equipped to discherge their responsibilities or whether it

vias necessery to reduce the numbaor of such brenches to a
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more realistic level., The Committee feels thet this

is an appropriet: step. Unless a brench has the
requisitc complement of trained and cxparienced steff
and other cssontial infrestructurel fecilitics, it would

s @

[s}}

not be desirablc to ellow it to be designetcd
cztagory B branch. Tho Cormittee, tharefore, rocommends
thet RBI should continuc its cffortse to porsuede
suthoriszd declers to raduce the numbar of theoir cetegory
B branches to meke the network functionelly viable end
morc cffective.

Introduction of computcerisetion/

meci:znlsetion in RBI and brenches  of
guthorised duelers

12.21 The Committee notos thet RRBI hes introduced,
with c¢ffoct from let Octobar (1983, &
comnlately revisad exdort orocecdure {commonly known as
GR nrocadure ) wiilch enviseq:s e higher degroe of
computer 5usport'both for f51llow un of roclisetion of
axnort veluz end oreder-tinn of tho Balence of Pavmznis
detz., The Comsittre f20le theat thie ies & step in the
right dircctisn ¢¢ the oxnort follow un proceduroes
besad on 100 per cont menuel wark hed inevitebly 1ad to

Ppiling u» of hrevy errzers in mzny Offices of FCD.
The work of comdilation of the Belence of Pzymants dete

We

tn

elso gotiing unduly daleyed. Thz Comaitice boelioves

thet tiz new pzriiclly computorised proc.:dure
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introduced by RBI efter obteining the concurrence of
Customs, authoriscd dezlers and Ministry of Finence of
Government of India is more suited to cop: with the

increesod volume of work end ever chenging requirements,

12,22 Tho Committee also bolieves thet even authorised
decelers would heve to gradually introduce
mechenisation end computerisetion in oparctinns where tima
consuming menual proccsses cannot »sroduce the required
results in tima, Theore is elso need for a degroe of
compatibility between the systams end procedurcs followed
by ECD and thosc followed by authorisoed dozlers. In
perticuler, the compiletion of dete reclating to imports,
exports and inward and outward remittances by RBI is
lergely dependent on the flow of r:turns from authoriscd
dealers., If thesce rcturns continua to be raceived late
and if they'arc found to contein a lar<e number of crrors,
the subscquent compiletion of deta by RBI cen ncither be
timely nor accurat:., If only SCD eacquires modern tools
of work end retioneliscs its systems end proccdurcs but
authorised d2el2rs continue to follow outmodad procedurcs,
the overell results ere unlikely to show significent

improvemant.

12,23 The Committez, r>commends that large euthoriscd
dezlers may be asked to undertake a thorough review o1

their systoems, end procedurcs. They should elso be
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gncouraged to introduce gradually mecchenisetion end
computerisation in importent zrces such as compiletion
of import-cxport data, reconciliction of forcign
currcncy belencecs with oversces branches/correspondcents,
ctc. where menuel procedures tznd to be a hendicep

in timely compiletion of detea.

12.24 A number of rcturns, stetements end forms
perteining to forcign exchenge transections ere
receoived periodicelly in =CD from authorised dezlers,
eirline &nd shipping comnenics, ctc. Thesce periodical
returns, stetemert s end forms contein & fund of
stetisticel informetion required not only for
compiletion of Beléence of Paymonts dete but zlso for
providing & dete bese for taking important decisions
in RBI end Govarnment. Despite the fect thet RBI hzs
sophisticeted computcor fecilities et its disposel,
computcr support is meinly confincd to compiletion of
Belance of Payments dete end ¢ small beginning hes been
mede recently to process dete releting to Indie's
forcign currancy borrowings with the help of the computer.
In othcr erces. of exchenge control ard excheange
menagement, datz is cither not compiled systemetically
end comprchecnesively or the work is done ménuelly.

Manuel compiletion of dete beoing time consuming, the
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informetion cen cnly bg furnished with e long time

leg.

12.25 Thore ere ¢ number of economic indicetors

in respect of which RBI, as the centrel benking
euthority, 1is cellaed upon to furnish information to
Government of India, Perliamcnt znd internstionel
orgenisetions like IMF z=nd World Bank. The top
menagement of RBI themsclves regularly require
stetisticel data for teking policy decisions on verious
metters rcleting to exchange control end exchange
menagement. The Committec is, tﬁorefore, of the view
that RBI should teke full adventzge of technological
developments end crecete & propsr Deta Base and Men~ge-
ment Informetion System for timely brocessing,
efficient storege =2nd cuick retricvel of the dete
recuired by it for its own use as well &s for supply to
Govarnment, Perliement, verious intcornetionel a2gencies,
etc. With the growing volume of forcign cxchange
trensections, perticulerly in the field of export end
import tredec, the Committee fcels thet only =2
sophisticaeted computcricsed systom cen promptly end
cfficiently cetur to the complex recouirements of
informeticn proccssing, storage znd retrieval. There
are a number of crces likc Non-resident (Extgrnel)

Rupece Accountis end FCNR accounts, investments by
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non-res idents of Indien netionelity/origin, returns

of eirline and shipning compénies, dividend rcmittences
of foreign controlled rupce compenics, technicel
colleborations and remittences in foreign oxchange
towzrds peymoent of royelty end technicel know-how fees,
ctc. in rcspect of which a prooer detec besc can be
dcvalopaed by grecter rosort to mechenisetion end

computerisation,

12.26 In thc Committec's view, the nuestion of
idontificaetion of #rces in ECD in respect of
which greeter comput.:r support 1s nocessery and
practicel descrves & deteiled study. It, thercfore,
rccommends thet RBI mey sct up e Speciel Cell to
identify erces in reswect of which progremmes could be
develonod for processing of deta on the computer end
its storagc for cesy rotrievel. The stetistical data
could be used by “CD not only for r:guletory functions
but z2lso for promotionel end enalyticel functions.
The dete which is not of confidentisl neturc could be
rogulerly publishoed so thet other egencies like

Export Promctinn Councils, Chemburs of Commerce, ctc.

=

cv
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esy éccess to it.

Form simplificetion

12.27 Tn Volume II of BECM, =CD has prcscribed e
lerge number of forms of zpplicetions to be

submittcd to it for 2 variety-of purposcs. Owing to
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the changing needs, it would be necessery to amend some of
the existing forms and to ensure that obsolete details
contained therein a2re deleted and/or additional information
required to teke quicker decisions is incorporated. It may
2lso be neccessary to introduce a few new forms? The objective
should be that the forms are simple to fill up and whatever
documentary evidence is required to be produced in support

of any applicetion is clearly indicated in the form itself,
preferably at the top, to obviate any omissions on the part
of the applicant which lead to avoidable correspondence leter.

This calls for 2 detailed exercisc.

12,28 The Committce is given to understend that ECD has
“internelly teken this work in hand. The Committee

suggests that while revising the proformae of applications,

ECD may take into consideration the various recommendations

made by thce Committee on individual topics in this Report.

(e.g. introduction of a common proforma for furnishing

progress reports on overseas projects to various member

institutions of the Working Group ). For advice on form desianing,

ECD could approach the Managcement Services Department of RBI,

if necessary.

Need to brinq,out a reviscd odition of ECM

12.29 The current edition of ECM was brought
out in June 1978. Since then, the book has

undergone extensive amendments. In particular, the
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procedures releting to cxport of goods on dcforred
peynent turms/turnkey contrects/civil construction
contrects, non-resident-investment in Indie, transactions
felling rithin the ourview of the Asien Clearing Union,
ctc. h7ve undcrgone me jor chcnges celling for complete
revision of the relctive provisions in the Menuel,

The chenaes intronducced in the exoort procedures with
cffoct from lst October 17283 and in the procedurce for
non-resident investment in Indie heve yot to be
incorporeted in the Menuel. As e result of the
Committce's rccommondetions contezined ‘in this Rerort,
meny mor: provisions in the Manuel would nced further

amendment,

12.30 Heving rogerd to the nced for introducing these changes
within 1in & rcletively short timec es elso the

fact that more then 5 yeers hzve pssscd since the Maznual

was revised last, the Committoe is of the view thet

2 thorough revision of the Manuel should now be teken

in hand. Sincc this is & time ¢onsuming but imnortent

projcct, 2 now odition of the Menuel cen be brought

out in 1984 provided thc work on its preparetion is

t2ken in h»nd immodietely. The Committoc notes in

this conncction th et conics of tha current codition

of the Manuel are not zveilzblae for scle to the
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public &eénd euthoriscd deelcrs 2t meny centres. FEven if
copics er2 cvileble et som2 coentres, they erc without
emendments introduced by ECD over the pest five yeoers

end, thorefore, lieble to misleed the uscrs.

12.31 The Committez, accordingly, recomm nds thet
RBI mey bring out, &s eerly as possiblc, e
complcotely revised ®=dition of the Menuzl for usc of
authorisod deelers ¢nd the gencrel nublic. The
Committce wnuld like to stress thet the Menuel is en
imyortant reforence book consultaed recgulerly by
cuthorised dezlurs es we'l es compenics/firms =ngcged
in the import :znd oxport busincss who have a
right to expact thet uptodate procedures ere rcedily

cvaileble to tham.

Formation of Facillitetion Units in Offices of ECD

12.32 The Committoc understends that in four mejor
O0fficcs of ECD #t Bombey, Czlcuttz, Medres c&nd
Mow Delhi, & scleretc section celled 'Encuiry and
Personsl Scction' hes hocon sct up to deel with urgent
ceses of various types submitted by individurls, 1In

other Officos of 5CD elsn, thore is 2n Bnouiry Scction

=)

to provide ncccssery guidence to the members of
public celling et thosc offices. The Committcee is

of the view thet there is nced to strangthen the
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existing errzngemonts to wphance thoir utility in
providing proper zssistence to the marbers of public.
Thae Comnittoe fools thet the Bnaquiry end Parsonal
Sccetions in the nzjor offices of “CD cen be converted
into Fecilitction Units to nrovide »nropoer guidence

to the eppliconts celling et those offices about
nroccdurel rccuircironte, complotion of epplicetions,
documcntetion end the like, somewhet on the lincs of
guidenc: provided by Fecilitetion Units zttechied to

the Offices of the Incomoe-tax Depertment.,

12,33 The Committea2, eccordingly rccomminds thet

RBI may crcete sultebly reorgeniscd Fecilitetion
Unite et lucet in four mejor Offices of ECD to begin with

to provide essistance to the memb-re of oublic celling

2t thosc offices. S3uch Units should bo mennad by

exprrionced steff who cz2n proparly guide the epplicents

in rcgérd to procedurzl recquircments, proner complztion

of applicetions, documontetion, ctc. Similer
Fzcilitetion Units mey bc greduelly sot up in othur

offices of ECD.
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CHAPTER XIIT

Other Recommendations

Inspection of authorised dealers
and other licensed agencies

13.1 Under Section 43 of FERA 1973 powers have been

conferred on RBI and the Central Government to
conduct inspections of various agencies licensed by RBI
viz. authorised dealers, authorised money chahgers,
travel agents and shipping and airline combanies. While
DBOD has ‘overall responsibility for conducting full
fledged inspections of banks (including insﬁection of
their foreign exchange operations) under the Banking
Regulation Act, 1949, ECD has found it nécéssary to
undertake independent inspection of the foreign exchange
operations of banks and other licensed agencieé in view
of the specialised nature of this work. ECD inspections
are mainly inténded to ensure that the foreign exchange
operations of the various licenced agencies in general
and authorised dealers' in particular are conducted in
accordance with the relevant exchange control reguletions
and procedures, and corrective action is initiated quickly
to set right the irrggularities, if any, noticed during
the course of the inspections, These inspections serve
as a healthy external check on the activities of the

licenced agencies and supplement the work of the internal
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audit and inspection departments of authorised dealers.
The findings of the inspections also provide an opportunity
to the operational wings of ECD to review existing policies

and procedures and to remove the lacunae in them.

13.2 The major and medium-size Offices of ECD have
separate inspection units. The small offices have
only a skeleton staff to undertake inspections. Offices of
ECD have been undertaking inspections of licensed agencies
other than authorised dealers, on a regular basis. This
cannot, however, be said about inspection of branches of
authorised dealers. The branches of authorised dezalers in
cetegory A are expected to be inspected once a year {from
the angle of inter-bank dealings and cover operations. In
addition, snap inspections of authorised dealers are also
expected to be conducted on certein specific aspects such
as fupee tréding, conduct of non-resident accounts, etc.
This is not becing done in & planned and éystematic manner
since on the one hand, the number of branches of authorised
dealers required to be inspected is large and on the other,
there are practical difficulties faced by ECD in providing
the required complement of experienced personnel to conduct th

inspections in an effective mcnner.
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13,3 The Committee is of the view that there is

need to strengthen the inspection machinery

in ECD, particularly in major officcs such as Bombay,
Calcutta, New Delhi and Madras, in the context of wide
delegation of powers alrcady enjoyed by the banks as
also delcgation of more powers recommended by the
Committee in this Report in a variety of areas.
Regular inspection of dcaling room operations of
authorised dealers bas assumed particuler urgency and
greater importance in vicew of the fact that some
authoriscd dealers are known to have incurred losscs
on account of inadequate internal checks end controls
on their trading operetions., Inspection of dealing
room operations is, however, a highly specialised
skill which hés to be developed with systematic
efforts. RBI should Be able to ghide banks in their
efforts to take corrcctive steps wherever necessary.
The Committee feels that the inspection units of

ECD Offices should be manned by sufficiently
experienqed and well trained officers who heve
developed adequate expertise in scrutiny of inter-bank
decalings and cover operations of suthorised dealers,
apart from the scrutiny of normal foreign exchange
business of commercial banks. If RBI intends to

rely more and more on cuthorised dealers to render



13.4

direct services to importers, exporters and travellers
going abroad so that it can concentrate on more important
policy areas, there must be 2 strong mechinery to conduct

regular inspections of authorised dealers' branches.

13.4 The Committee, accordingly, recommends thet the
strength of personnel in the inspaection units of
the Central Office and me jor Offices of ECD should be
criticelly exemined in the light of the nced for conducting
inspections of cetegory A branches of authorised dealers in
perticuler end inspection of 211 licenced age¢ncies in
general, according to the normel schedule and the units
should be properly strengthened by providing additional
staff, wherever neccssary. Care should.also be taken to
ensure thet the staff, especially Officers, attached to
the Inspection Units heve sufficient expcriencq and sound
training to undertcke scrutiny of speciaiised foreign
exchange operations such as inter-bank dealings, cover
operations, etc.

*Association of RBI officials with Foreign
Investment Board (FIB), ctc,

13.5 RBI is the statutory authority for granting
approvels under provisions of FERA 1973 for foroigr

investment in India as well as tcchnical collesboration

arrangements involving peyment of royalty, technical

know-how feces, etc. to overseag.co{laborators. ﬁBI is,

however, not represented on FIB, which clears all applica-
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tions for forcign investment/technical collaborations
in India. Thus, RBI has to implement decisions taken
under the provisions of FERA but without prior consul-
tation with it, which sometimes leads to practical
difficulties. In some cases, it becomes necessary for
RBI to seek clarifications from Government about certain
provisions in the collaboration agreements or the terms
and conditions subject to which such agreements were
approved by FIB, before conveying its formal approval
for such agreements under FERA. The Committce feels
that these practical difficulties could be minimised, 1if
not completely eliminated, if RBI is represented at a
sufficiently senior level on FIB, so that v§rious
aspects of the foreign collaborations having a bearing
on exchange control could be examined more critically

at the stage of granting .approvals.

13,6 RBI:is also not represented on the Inter-
Ministerial Working Group constituted by

Government to finalise the annuel Import-Export Policy
although maﬁy of the provisions of the Policy relate to
exchange control and are reouired to be implemented by
RBI, This also occesionally creates practical
difficulties for RBI in interpretation of the policy
provisions and/or implementation thereof. The

Committee feels thet these difficulties could be
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avoided if a representative of RBI 2t a sufficiently
senlor level is associated with the Inter-Ministerial
Working Group. The Committee has had the opportunity

to discuss this issuc with the Finance Secretary and the
Commerce Secrctary a2fter submission of its Interim Report
and to explain to them the relationezle behind thc

recommendation.

13.7 The Committee, accordingly, recommends that RBI

should be represented on FIB and also on the
Inter-Ministerial Working Group constituted to finalise
the annual Import-Export Policy, in the interest of better,
co-ordination between the organs responsible for laying
down the policy guidelines and those responsible for
implementation of those guidelines.

Setting up of stznding
Consultztive Committee

13.8 The cstzblishment of this Expert Committee by

RBI to rcview exchange control reguletions
relating to exports and imports scems to have met a long
felt need as is evident from the tremendous response it
received from all auerters., Its specific terms of reference
do not allow the Committee to deal with all the issues thet
were raised beforc it or the written submissions made to it.

The Committee is, however, convinced that thcre is necd for
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a regular forum for exchange of ideas between RBI

and trade and industry on matters of mutual concern
falling within the purview of exchange control. By
their very nature, exchange control policies have

to be responsive to external factors and regular
feedback from the users of the services of ECD is
necessary to help the Department's endeavour to
improve the quality of its customer service through
simplification and rationalisation of. procedures.

The Committee is, therefore, of the view that there is
need to create a machinery for review of the exchange
control policies and procedures on an on-going basis,
This objéctive could be achieved by setting up a

broad based permanent Consultative Committee with
members drawn from Government, RBI, commercial banks
(authorised dealers ) and industry, trade and commerce,
which would play the role of an informal adviser to
RBI on matters relating to the administration of
exchange control. The Committee could mecet at
quarterly intervals and discuss various. issues raised
with RBI by representative bodies such as Export
Promotion Councils, Chambers of Commerce and Industry,
FIEO, AIEI, etc. The Committee c0qld also be charged

with the responsibility of undertaking at regular

intervals a review of the monetary thresholds laid down

by RBI for release of exchange for a variety of purposes.
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13,9 The Committee, accordingly, recommends that RBI
may set up a permasnent Consultative Committee on
the above lines. The forum should give sufficient repre-

sentation to various interest groups which heve to deal

with ECD regulerly.

13,10 The Committee 1is given to understend that RBI

" has already tecken a decision to constitute two
Inter-institutionel Committees,viz. (i) Personal Issues
Committee to deal with exchange control matters concerning
individuals and (ii) Corporatec Issues Committee to deeal
with matters concerning the corporate sector. The two
Committees would comprise members drawn from RBI, concerned
ministries of Government of India, ECGC, Exim Bank, FEDAI,
IBA, etc. RBI may like to associate members from repre-
sentetive trade bbdies like FICCI, ASSOCHAM, FIEO, AIEI,
etc. with these Committees. If the two Committees
consitituted by RBI are made sufficiently broad-based, it
would mcet the objective behind the Committee's recommenda-
tion regarding the setting up of a stending consultative

machinery.

Co-ordination betwaen RBI, Government
Ministrics and Government agencles like
Enforcement Directorete, CCIRE, ctc.

13.11 At present, RBI and the Enforcement Directorate
(ED) work in close co-ordination., Issues of

mutuel interest are discussed in the meetings of Officers
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in charge of Offices of ECD and ED at periodic intervals.
The Committeec is of the view thet there is need to
strengthen this co-ordinetion machinery by bringing
within its 2mbit the office of the Chief Controller of
Imports & Exports (CCI&E) and Customs Offices. Senior
Officials of RBI, ED, CCI&E and Customs at all major
centres should be able to meet periodicelly to discuss
end sort out problems concerning more than one agency.
The arrangement is expected to expedite the process of
decision making on issues calling for advice/approvels

from different agencies.

13.12 The Committee balieves that this is 2 good idea
It, accordingly, recommends that RBI may, in
consultation with Government, tzke steps to set up
Ccasultative Committees on the ezbove lines at all major
centres such as Bombeay, Calcutta, Madras and New Delhi.

Associztion of ECD Officers
with Export Promotion Councils

13.13 At present, Officers-in-charge of Offices of
ECD attend the meetings of a few importent
Export Promotion Councils as invitees or observers,
During these meetings, RBI's policy and procedures in
regard to exchange control matters are clarified by

them. The Committee feels that officisls of ECD should
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be familiarised with the functioning of major Export Promo-
tion Councils like the Engineering Export Promotion Council
as well as other important bodies likg AIEI serving the
interests of exporters. The Committee is of the view that
RBI Officials at the junior and middle levels could be
seconded to major Export Promotion Councils for a short
duration to enable them to acquire proper insight into the
functioning of the Export Promotion Councils and the problems
brought to them by their members. The Committee had occasion
to discuss this issue with representatives of Overseas
Construction Council, Enginecering Export Promotion Council
and Gem and Jewellery Export Promotion Council, who were

receptive to the idaa.

13.14 The Committee, accordingly, recommends that RBI

may formulate a scheme in consultation with
important Export Promotion Councils, under which officers
of RBI could be seconded to the Councils for short duration
to enable them to get an insight into the working of the

Export Promotion Councils.

Review of monetary thresholds

13,15 ECD has laid down certain monetary limits in the
Manual for authorised dealers and in the Book of
Instructions for its Offices, upto which they can allow

remittances in foreign exchange. At present, there is no
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system of review of these monetary thresholds at

regular intervels,

13.16 The Committee recommends that RBI mey undertake
a review of various monetary thresholds at

least once in two years. As suggested in paragraph

13.9 of this Report, RBI may seck the advice of the

Consultative Committeels set up by RBI, for conducting

such periodic reviews.

Programme for implementation of the Report

13.17 A majority of the recommendations in this
Report ere such as can be implemented by RBI

on its own. The Committee is happy to note that the

brocgss of implementation has already started in respect

of recommendations included in its Interim Report.

13.18 Some recommendations in this Report would,
however, necd the concurrence of Government
of India before their implementotion. For example, the
recommendations about increese in the prescribed period
for reelisetion of velue of exports made to Pakistan and
Afghenistan end grant of generzl permission tc authorised
dealers to 2llow extension of time for realisation of
export value subject to ccrtein conditions would involve

amendments to the statutory provisions. In certein other
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ceses, RBI may wish to consult with Government of India
before introducing changes recommended by the Committee
in the existing guidelines which were laid down in

consultation with the Government. The Committee hopes
that all such recommendations would also be implemented

expeditiously by RBI,

13.19 Some recommendations in t his Report call for

co-ordination between RBI, Government Ministries
such as Finance and Commerce and Government departments/
agencies like Customs, DGTD, TFAI, etc. The Committee
hopes that arrangements will be made for speedy implementa-
tion of ell such recommendations under a time bound

programme.
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CHAPTER XIV

SuMMARY OF RECOMMENDA Lung

Sr. Chapter & Corresponding
No. Paragraph paragraphs in
number Exchange Gist of recommendation
containing Cantrol Manual
recommen= containing
dation relevant
provisions

(1) (2) (3) (4)

Export on 'Cash'! Terms

1. Time limit for realisstion
of export proceeds

J3e2 11 A.9 The periocd for realisation of
proceeds in respect of exports to
Pakistan and Afghanistan may be
raised from three m>nths to six
months to bring these two countries
on par with others.

2. Extension of time Authoriscd dealers may: be
permitted to allow cxtension
3.6 11 C.28 of time for realisation of export

proceeds where the amounts have
been paid by importers in local
currencies but externalisation
of funds is delaved due to
domestic exchange control
restrictions,

3. Reductiaon jn Invoice i) Exporters enjoying blanket
Yalue | permit facility may be alloued to
accept, on their oun, oversweas
3.10 11 C,.23 importers! demands for reduction

in invoice value upto 10 per cent
of the value of shipments swbject
to a ceiling of R,10,000/- and
compliance with floor price
requirements, if any. Such

cases should be reported to RBI
for post-facto scrutiny.

ii) Export of readymade garments and
leather goods, which is subject
to allocation of quotas by Govern=-
ment of India, may remain
outside the scope of this facility.



Quality Claims

3.13

11 H.10

Gifts to non-

residents

3.17

11.1.2

Repl acement of

defective parts

3.19

Undrawn Balances

3.22
and
3.2

11 C.12
and
11 C.13

ii)

i)

ii)

Powers may be delegated to
authorised dealers to allow
remittances towards small value
claims on exports upto 10 per cent
of the invoice value or Rs.20,000/-
whichever is less. '

The existing limit of Rs.50/-

upto which gifts are allowed to

be sent by residents to their
non-resident relatives/friends

on the strength of the senders'
personal declarations and without
compliance with GR etc.formalities
may be raised to Rs.200/- and may
cover all modes of despatch.

The existing limit of Rs.500/-upto
which authorised dealers are
msermitted to issue certificates

in favour of their regular
constituents for sending gift
articles to relatives/friends

. abroad may be raised to Rs.2000/-

per capita per annum,

RBI may evolve a procedure to
allow Indian exporters to
reimburse overseas buyers the
exoenses towards cost of spares
in replacement of defective parts,
during the warranty period.

RBI may, in consultation with._. :
Government of India, prevare_a list
of export commodities in respect

of which exporters could be

allowed to draw bills leaving
undrawn balances upto specified
percentage.

In respect of commodities included
in the approved list, powers may
be delegated to authorised

dealers to accept export bills

in ceses where the balance left
undrawn does not exceed 5 per cent
of invoice value, even if the
shipments are not covered by
letters of credit.



Undrawn Balances ,(Contdo)

Exports to Ouverseas
Warehaouses of Indian
companies/firms

3«29 11 C.15
and
3.31

iii)

iv)

v)

In respect of commodities
included in the approved list,
Offices of ECD may be
permitted to apnrove
applications to leave balances
undrawn upto the percentages
EEScified by Central Office of

Pending combination of the

RBI and ITC Blznket Permit
Schemes as rccommended by the
Committee, exporters of casheu
nuts holding blanket permits
under the RBI Scheme may be
alloued the facility to settle,
on their cun, small export
claims upto 10 per cent of

FOB value or #%.10,000/-,
whichever is less, as in the
case of holders of blanket
permits under the ITC Scheme,

Cochin Office of ECD may call
up from auvthorised dealers all
triplicate GR forms relating
to expart of cashew nuts out-
standing for more than one
year from the relative dates
of shipments and close such
cases on merits, provided the
amount outstanding is less
than 2.5 per cent of invoice
value or f,5,000/-, uhichever
is less, and chances af
realisation are rated poor.

In case of goods sent by
exporters to their ouwun uare=-
houses abroad 2n consignment
basis, RBI may evolve a special
follow up procedure under
which the GR forms relating

to each shipment will be
submitted by exporters to RBI
for prior clearance and on
their being passed by Customs,
both copie- of the forms will
be sent directly to the



Exoarts to Oversees
Warehouses of In-<ian
Companies/firms (Contc.)

Exoorts osn Consignment -ii)
basis

- . e  y n s e e Em e e TR A s e E e

c:ncerned offices of ZCD.

“instead of to authorised

dealers. Subsequent
fHllow up for realisatizn
>f export nroceeds in such
crses may be directly
uncertaken by RBI.

Inter-denartmental Working
Groun may consider pronosals

~for extensisan of time bey~nd

9. Agency Csmmission

3,43 11 H.1
and to
3.45 11 H.8

ii)

130 “ays at pre-shipment
stage itself, in the case of
exncrts of non-engineering
gsnas on cnsignment basis
made in favour 2f overseas
narties other than the
concerned exna>rters' own
wareh)uses,

The periond of validity of
registration certificates
issued by RBI in resnect of
cmmission agency agreements
may kte rrised to 5 years or
till the validity of the
rel-tive agreements,
whichever is earlier.

Powers may be delegated to
authorised deelers to allow
remittances of agency
commissisn unto 5 ner cent
of invoice value in resopect
of exncrts of '"non-select’
list items and untc 10 per
cent >f invnice value in res-
oect 2f exnorts of 'select!
list items subject to over-
riding ceilings of
ds.25,000/- and Rs.50,000/-
res~ectively. If lower.
percentages 2f commissinn
are annlicable in resoect
of any commocities, full
details of the sub-ceilings
may be furnished to
authorised dealers.



Agency Commissian (Contdgl 1ii)

iv)

v)

vi)

vii)

RBI may accept for registratior,
agency agrcecements providing for
payment of commission at graded
rates and upto a maximum per=
centage of valuc of export,
(subject to maximum rates
allowed by RBI for various
commodities) instead of
indisting on agency .agreements
providing for only fixed rates
of commission,.

RBI may allow sharing af
commission by more than one
agent within the maximum
permissible rate 2f commission,

Indian exporters may be alloued
to pay agency commissian in
respect of shipments made to
their own joint ventures abroad
provided such c¢xports are made
on narmal terms and not against
equity participation of the
Indian partners.

RBI may allouw payment of agency
commission by way of deduction
from the invoice value of each
shipment in respect of exports
financed under rupee lines of
credit extended by financial
institutions/commercial banks
in Indias, No agency commission
should, houecver, be allswed to
be paid in respect of exports
financed undcr rupee lines of
credit extended by Government of
India,.

RBI may selectively agree for
payment of commission by
exporters to their regular
overseas agents in respect of
exports made in favour of agents
themselves on principal to °
principal basis,



10. Testing Charges i)

3.48 11 H.14

'.lc
e
o

iii)

11. Legal Expenses i)

3.52 11 H.13

Powers may be delegated to
authorised: dealers to allow
remittances upta US dollars
1,000/~ on account of charges
for testing of nroducts/
equinment abroad, subject to
the same conditions under
which a2tfices of RBI
currently clear the
apnlicatitns.

Offices »f ECD may be nermitted
to 2ilow remittances 2n account
2f charges for testing
sroducts/equioment abroad

unto> LS dollars 5,000/-

subject to the same n>mms

25 are now asnlied by Central
Office -f ZCD.

R8I may take un with Government

»f India, Ministry nf Finance,

the cuestisn of revisinn of
the existing guidelines so
that the responsibility for
certificatisn abiut non-
availahility of comnarable
testing faciliti es in In-ia
cruls be vested in a single
n>dal 2gency like DGTD.

Fawers may be delegated to
authorised dealers tn allow
remittances upto US S 1,000/-
per bill towards legal exnenses
in connecti»n with dishoncured
exnort bills.

Pawers may be delegatecd to
Offices »f ECD t3 allow
remittances towards legal
exocnses connected with exsnort
transactisns to the exteat of

29 ner cent of the value of

the shimment in cuestinsn »r

Us & 10,000/- whichever is less.



By .2 3 .
12, Methods of payment for i)
reallsation ot export
value
— Chapter
3.55 4 and
J1:A.10
ii)
13, Trade fairs/exhibitions i)
abroad
3.63 11 A.1]
ii)
iii)

RBI may permit exporters of

gem and Jjewellery, handicrafts,
artware, etc. to accept direct
from overseas buyers payment of
export proceeds upto US dollars
10,000/- or its equivalent by
means of bank drafts drawn in
their favour.

RBI may selectively allow
exporters of gem & jewellery,
handicrafts, artware, etc. to
accept direct from overseas
buyers personal cheques for
amounts upto US $ 500/- or
equivalent in payment of value
of exports.

TFALI may selectively delegate
owers to well-organised Export
romotion Councils/Trade bodies

to sponsor participation of

Indian firms/companies in

specialised trade fairs/

exhibitions and to recommend

to RBI -release af exchange to

the participants in cases where

TFALI does not intend organising

Indian participation.

Whenever pavilion space is
booked by TFAI itself or the
Indian firms/companies parti-
cipate in any trade fair/
exhibition on their own, they
may obtain TFAI's clearance as
hitherto.

TFAI may set up a formal
Consultative Committee to obtain
necessary feed-back f rom Trade

and Industry. Such a Consultative
Committee should be sufficiently
broad-based so as to provice
aJjequate representation to various
trade bodies like Export Promotion
Councils, Chambers of Commerce,
etc.



(1) (2) (3) (4)
Project Exports
14, Pre-bid Clearance - i) The value limit of Rs.one
Powers of authorised crore upto which authorised
dealers and Exim Bank. dealers are empowered to
clear, at the pre-bid stage,
4.10 ¥ D.7 and export proposals for supply
11 E.2 contracts on deferred payment

terms, turnkey contracts and
civil construction contracts
may be raised to Rs.two crores.

ii) Powers may be delegated to
Exim Bank to clear, at the
pre-bid stage, exoort proposals
for supply contracts on deferred
payment terms, turnkey contracts
and civil construction cm tracts
upto the value of Rupees five
crores subject to the same terms
and conditions as are presently
observed by authorised dealers
while giving pre-bid clearance
for proposals of a value upto
Rupées one crore. Such pro-
posals should be sponsored
by authorised dealers (i.e,
project exporters' bankers).

15, Post-contract 'All proposals for deferred
clearance by credit exports and turnkey/
Working Group civil construction projects

cleared by the Workimg Group
4.14 - at the pre-bid stage which

fructify into contracts should
again be referred to the Working
Group for a post_contract package
clearance. The formal approvals
for various facilities should be
issued by individual member-
institutions to the exporters
within a week on the basis of
commitm@fits made at the Working
Group meetings convened for
giving post-contract clearance,



17.

18.

19.

20.

Inter-Project transfer
of funds

4.17 -

Import/re-imnort of used
machinery/equipment into
India.

"4.18 -

Review of on-going
projects:

4.20 -

Consortium of banks

4,22 -

Overseas service contracts i)

4.25 Part F
Chapter 11

Requests for permission to
effect inter-project transfers
of funds upto US $ 1 lakh may be
dealt with by RBI, as hitherto,
Proposals involving transers in
excess of US $ 1 lakh may be
placed before the Working Group
for consideration.

ITC authorities may not insist

on production of a certificate
either from RBI »r Exim Bank in
support of applications for CCPs
for import of used equipment/
machinery/vehicles purchased from
third country in connection with
execution of overseas projects.

‘They may obtain an affidavit from

the nroject exporters themselves.

The Working Group should conduct
reviews of on-going overseas
prcjects of large value, to begin
with those exceeding, say,

Rs.25 crores in value, at regular
intervals, The representation

of various member-institutions at
such review meetings should be at
a senior level.

Where a consortium of banks under-
takes the responsibility of provid-
ing a package of financial facilit-
ies for a contract abroad, the

bank taking the largest share should
assume the role of the consortium
leader. The contractor should be
required to annly only to the
consortium leader for all

financial facilities.

Service contracts requiring financ-
ial facilities involving foreign
exchange liability should be
treated on nar with turnkey/civil
construction ca tracts and should
be subjected to pre-bid clearance
of the Working Group.



21. Bridge-Fsinance

4.29 11 E.4

22. GR waivers for
consumables

4,32 11 D.23

ii)

1i),

As in case of turnkey and civil
construction contracts, service
contracts of all types may be
cleared at the pre-bid stage

by authorised dealers/Exim Bank
subject to the value limits of
Rs.two crores and Rs.five crores
respectively.

The working capital requirement
of an overseas project at the

neak point may be reckoned at

25 per cent of the contract value.
The Working Group 'should insist
on a minimum advance/down payment
of 10 per cent, which may be
lowered to 5 per cent in
exceptional cases, while giving
package clearance. The Working
Group may g rant approval for
raising bridge finance for over-
seéas projects upto a maximum of

20 per cent of the contract value.

Applications for raising. bridge
finance even in excess of 20 per
cent of contract value for over-

'seas projects under execution

should also be considered by the
Working Group instead of being
referred to Government of India
(Ministry of Finance).

Authorised dealers may be
permitted to issue GR waivers
for export of consumable items
by Indian companies/firms
executing turnkey/civil
construction contracts abroad

on the basis of approvals in
principle granted by the Working
Group/RBT.



Ihgorts
23. Documentary evidence of
Import - follow up

5.4 13 A.39
to
13 A.37
24, 5.6 -

25, Third party quarantees/
margins.

5.8 13 B.4

26, Issue of Impsrt Licences
exnressed in US dollars
and Indian Rupces.

5' 17 -

27. “uthorised dealcrs' title

to imphort shipments

5.20 -

Authorised dealers should follow
up 2all caseg* of imnorts with their
customers for submission of
dacumentary evidence. To enable
RBI to initiate action against
defaulters, authorised dealers may
submit to it a quarterly statement
giving details of cases where
imsortets have failed to submit
bills of entry or nosta2l wrappers/
certificates despite reminders.

In the case of imports by post,

the nostal authorities may issue
certificates (in the prescribed
form and in duplicate), at the
time of clearance of goods, giving
full particulars of immorts, to
enable imyorters to nroduce the
certificates to authorised dealers
as evidence of import.

#futhorised dealers may be
nermitted to accept at their
dlscretlon, guarantees/marglns
from third narties while opening
import letters of credit,

Import Trade Control authorities
may express the value of all
imnort licences in US dollars and
its rupee equivolent at designated
rate of exchange.

In the case of dishonour by
imsorters of imoort bills drawn
under letters »f credit, the
onening banks, as joint legal
holders of title to the goods,
may be permitted to clear 2nd
store the goods without nbtaining
orior approval ot ITC/Customs
authorities, but subject to
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28.

29.

30.

31.

Imports by post .

5.23 13 C.2

Import of instruments/
gadgets

5.25 13 E.2

Private imports

5.27 13 E.4

Advance remittances

5.29 13 E.4

submi ssion of a detailed report
to them, ITC/Customs authorities
may, in such cases, also permit
the banks to sell the goods to
reecver their funds.-

The 1imit of US $ 1,000/- on
import of goods by post, with-ut
prinr nermissicn of RBI, may be
raised to US $ 2,000/~ ner
narcel subject to its being in
conformity with ITC Regulatinns,

/wuthorised dealers ma2y be
nermitted to allow remittances
towards import of comnlete instru
ments/gadgets as well as spares
upto the value of Rs.1,000/-
without prior permission of RBI,
nrovided import of the item is
nermitted under the nrevailling
Import Policy.

The 1imit for advance remittance
by authorised dealcrs on account
of private imports may be raised
from US § 200/- to US $ 500/- in
case of individuals and from

US $ 1,000/- to US 3$..2,000/-

in c~se of instituticns, subject
to compliance with ITC regulatiom

In view of the disproportionately
high foreign exchange cost involv
in opening letters of credit,
immorters shohuld be discouraged
from onening Letters of Credit
for small value imnorts. InsteaA
powers may be delégated to
authorised dealers to allow
advance remittances.against
commercial imnorts upto a3 maximum
of US § 1,000/- per shipment.



Business Travel

32,

33.

34.

35'

36.

Composite Allocation
of Foreign Exchange
CAFEX) scheme for
travel abroad

6.5 to Chapter
6.8 15

Extension of CAFEX Scheme
to financial ims titutions

60 lo -

Per-diem rates of allowance-

Review of

6.12 -

Medical Insurance cover

6.15 -

Merger of Blanket Permit
schemes

6.23 Part C
Chapter 15

In order to obviate the need for
companies/firms which are not
eligible for issue of blanket
nermits but whose representatives
have nevertheless to undertake
frequent visits abroad, to
approach RBI on individual
occasions for release of exchange
for business visits abroad, RBI
may introduce a new scheme named
'Composite Allocation of Foreign
Exchange (CAFEX) Scheme' under

which block allocation of foreign

exchange may be made by RBI in
favour of the applicant comnany

to enable its representatives to |
draw exchange through a cm51gnnte'
authorised dealer, during the
whole year.

The CAFEX Scheme may be extended
to Indian financial institutions,
e.g. IDBI, Exim Bank, ECGC,etc.
and to commercizl banks authorised
to deal in foreign exchange,

RBI should undertake a review of
the per diem rates for release of
exchange for business travel abroad,
once a year. RBI should enlarge
the sources of information for

such reviews,

RBI may pursue with General
Insurance Corporation the question
of early introduction of a scheme
of insurance cover for Indian
travellers against possible
sickness overseas,

The two blanket permit schemes
viz, RBI Scheme and ITC Scheme may
be merged into a single unified
blanket permit scheme which should
incorporate the best features of
both the Schemes.



313.

39.

40.

41.

42,

Blenket Permit facility
to shilpplng companies

6,26 Part C
Chapter 15

Blenket Permits -
Mo.of representatives

6.29 -

Expenses towerds telex/
telephone cherges, ctc.

6.31 -

Entertainment exoens2as

6.33 -

Issucz of Certificetes
of cxport reesliseticn

6.35 -

US doller eccounts
ebroed

7.2 -

The blanket permit facility
mey be extended to Indien
shipping compenies.

The number of persons who cen
drew exchange ageinst a 3lanket
Permit for business visits to
the same country/ies et the same
time (2s a team) mey be reised
from two to three.

RBI mey permit drewal of &
reasonahle amount of exchenqe
2geinst 3Blenket Permits for
meeting expenscs on telex/tele-
phone and secreteriel/inter-
pretcr's scrvices within the
overall 1liait stipuleted by it.

RBI mey pormit drewsl of
additionel exchenge upto e
reasonable extent under Blenket
Permites for moeting enterteinment
axpenses on spocizl occesions,
such es signirg o“ colleaboretion
eagrecments, ineuguretion of comp-
loted overscass projeocts, ctc.

RBI mey issuc frash instructions
to cuthorisad <z2elzrs to ensure
thet wnil> issuing certificetes

of rcelizetion of export procceds,
the figurcs of reelisetions under
'scleet list of cxport products
end 'non-solect products are
furnis3sd ssparately.’

In order to minimise the loss
sustelnod by lerce exportcrs, who
are elso lerge importcrs, on
zccount of two-way convarsion of
currezncics on e ra2gulcr besis,
RBI mey introducc & schome under
which guch ¢xnorterm-importars may
be grantad the fecility of
meintzining US dollar accounts
ehroa¢, on e experimontal besis.
The facility mey be rostrictad



43. Qverseas Offices/
Rep;esentatives

8.8 Chapter
21

to the following categories:

a. Large exporter-imnorters
with a minimum export
turnover of Rs.l0 crores
coupled with a minimum
import turnover of Rs.2.5
crores per annum,

b. All units in Free Trade
Zones (FTZs).

¢. 100 ner cent Export-Oriented
Units (EOUs).

In regard to opening of offices
and posting of representatives
abroad, the Committee, recommends
as under:- -

i) In respect of exporters
desiring to open trading
branches abroad, the existing
eligibility criterion of
annual export turnover
may be raised from Rs.25
lakhs to Rs.50 lakhs for
"Select’list goods and
from Rs.50 lakhs to Rs.75
lakhs for "Non-select?
list goods.

fte
e
A 4

The facility of opening of
offices/posting of
representatives abroad

may be extended to the
following categories of
exporters on merits,
without insisting on the
requirement of minimum
export earnings -

a. 100 pemr’cent Export
Oriented Units;

b. Well established
consultancy orga-
nisations in India
with a potential for
export of consultancy
services of various
kinds;



c. Exportcrs of computaer
software with 2
potentizl to impirove
thelr export per-
formence.,

iii} RBI mey mzke the initicl

' axchange pormits for
remittence of meintenance
oxpenscs of ovorscees
offices/representatives
v:1lid fer 18 months. While
conveying cpprovsls for
npaning of offices ~bro~d,
RRI snould convey zn
assurence thst axchange
fecilities for e minimum
perind of 3 yesrs or till
the offices buocome self-
suonorting, whichover is
cerlier, will bz granted.

44, Intermediery Trade RBI and Government mey axamine
and Counter-trade the feesibility of grenting
follewing fecilities for
9.6 Chapter merchant exporters:-
12 i) Applicetions from merchent

traders with an annuel
turnover of ztlgest

Rs.10 crorecs to mezintain
dollar eccounts abroed to
finence thoir operations
mey be considored
fevourebly., If the
apnlicant compenics elso
qualify for maintencnce

of US doll~r a2ccounts
cbroed as lorge oxporter-
importars (cf.Cheptor VII
of this Report), the two
dnller eccounts should beo
meinteined soperrtely

ond the trensactions in the
two should not bo mixed up,



ii)

iii)

iv)

v)

Scme merchant exnorters

may find it more convenient
to onerate through sub-
sidiaries established
abroad. If anplications
are received from any
merchants with a minimum
annual export turnover of
Rs.10 crores to establish
wholly owned subsidiaries
abroad, the Inter-Ministerial
Committee on Subsidiaries,
functioning under the aegis
of Ministry of Finance, may
eonsider such annlications

favourably, under the

averall Government »nlicy.

RBI may consider, »n a
very selective basis,
annlications of Indian
merchant-traders for

the facility of stocking
goods nurchased by them
nending their disnosal
after finding buyers

ready to nurchase the

gonds at profitable prices.

RBI may selectively waive
the condition that both
legs of a merchanting
transaction should be on
matching terms ~r terms
favourable to the Indian
merchant.

In respect of the merchant -
traders who are permitted
to set up subsidiaries at
important trading centres
abroad for undertaking
intermediary trade, RBI
may consider anplications
of the Indian narent
comnyanies for extension of
bank guaranteecs from India
to cover the overseas
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subsidizries' benk
borrowings to mcet
their working copitel
roquircmonts.

vi) RBI mey nlso :zllow, on ¢
limited sc2le, the
frcility of borrowing
cbroad (cgeinst quaren-
tecs to be issuod from
Indi~) to the mirchent-
tr-dors onereting from
Indis to moct their need
for fin~nco cbroead.

Miscellencous rcmittances ECD Officos mey be permitted
to »llow remitt~ncas upto US 7
45, Logel oxponsos = Non- 10,000/~ towards legnl
ax2ort trinssctions 2xpenses in cose of transactions
not revlatod to exports.
10.3 -
46, Advortising cxponsus =CD Offices mey be pormittoed
tc 2llaw remittences towards
10.6 11 KF.17 advartiscemant oxpenses ebroad
upto tho couivalont of Rs. five
lekhs per firm/company, por
annum, on marits of ca2ch
application,
47. Royrlty/technicel RBI may allow remittances of
know-how fees royalty/technical know how
fees on the basis of auditor's
10,12 24 A.ll certificate produced by the
and epplicant company/firm regard-
10,13 ing adequacy of tax provision

end after being setisfied
gbout neyment of texes. 1In
such ceses, RBI should not
insist on production of '0C/
Tex Cleerance Certificate
from Income-tex authorities.



48, Foreign Currency loans.

10.15
and
10.18

Customer Service

49. Opening of new.

Offices of ECD

12,4

50. Training
12.8

The first apnlication for
remittance of royalty/technical
know-how fees may be dealt with
by RBI and powers may be delegat-
ed to authorised dealerd to

allow remittances of subdequent
instalments.

RBI may, while apnroving

foreign currency loans obtained
by Indian firms/com-ranies, grant
a package approval to the
designated authorised dealer

to allow remittance of loan
instalments falling due for
Tepayment, as also to grant
forward cover for each such
instalment.

There should be no need for
individual sub-borrowers to obtain
approval of RBI for obtaining
sub-loans from financial
institutions like ICICI, IFCI,
IDBI and commercial banks out
of lines of credit/foreign
currency loans raised by these
financial institutions,once the
proposal of the principal
borrowers is approved by RBI.

RBI should adopt a flexible,
pragma:tic and need-oriented
approach towards the question

of opening new offices of ECD.
Decisions to open new offices
should be guided by considerations
of existing as well as potential
volume of export-import trade

and optimum size of geogranhical
area to be served by each office.

A fair number of officers
attached to ECD should be
afforded the opportunity to
study new developmentsin
international banking and



S1.

52,

33.

(2) (3)
12,9 - i)
ii)
12.10 ~
12.14 -

Plecement of staff

in RBI

12.16 =

i)

ii)

iii)

acouire new skills by deputing
them to overseas commercicl
hanks and Central banks.

There should be regular exchange
of training prograemme amongst
the treining institutions run
by different  commercial.-banks.

The treining programmes conducted

by the training esteblishments of

commercial banks and RBI should be
reviewed periodically.

RBI and commercial banks should
make greeter use of modern
treining techniques such as

self teaching programmes, audio
visuel aids like slide projectors,
VCR, etc. If necessary, RBI and
commercial banks should engage
the services of consultaents/
specialists for preperetion of
treining meterial.

RBI may extend necessary faculty
support to the recognised trede
bodies for the Workshops/Seminars
conducted by the letter on topics
releted to exchange control and
exchange manegement.

In a specialised Department like
PCD, there should be a judicious
mix of staff with sufficient
experience and new entrants,
especlally at the officer level.

Frequent trensfers of personnel
attached to ECD may be avoided.

In the interest of continuity,
ECD may be pormitted to maintain
a core officer-staff with

re asonably long periods of
service.



(1) (2) (3) (4)
55, Placement of staff in Authorised dealers should ensure
commerciel banks that the staff posted to Foreign
Exchange Departments have
12,17 - reasonable experience and sound

training in foreign exchange.
Frequent transfers of staff to
and from the Foreign Exchange
Department should be avoided.
There should also be a judicious
mix of experienced personnel and
new entrants in the Foreign
Exchange Departments.

56. Review of branch set up RBI should persuade authorised
of commercial banks dealers to reduce the number of
category 'B' branches, to make
12,20 - their network functionally
viable and more effective.
57. Mechanisation in Large authorised dealers should
commerclal banks undertake a thorough review of
thelr systems and procedures
12,23 - with a view to cxamining the

feasibility of gradual.
introduction of mechanisation
and computerisation in important
areas of their foreign exchange
operations.

58. Creation of proper RBI should creete a proper Data
Data Base Base and Management Information
System for timely processing,
12,26 - storage and retrieval of data

with the help of the sophisticated
computer facility at its disposal.

59. Simplification of forms ECD may undertake a thorough
review of existing application
12,28 - forms, taking into consideration

the recommendations made by the
Committee on individual topics
in this Report. If necessary,
they may take the assistance of
their Management Services
Department.



60. Reviscd =dition of ECM

12,31 -

61. Creetion of Facilita-
tion Units ’

12.33 -

Other recommendetions

62, Inspection machinery
of ECD

13.4 -

63, RRI renresentctisn on
FIB e&nd Yorking Group
on_ Import-Export Policy

1307 -

64, Stending Consultetive

Mechinery
13.9 =
and

13.10
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RBI mey bring out, &s zzrly

as possible, & completely
rrvisad “dition of the Exchenge
Control Manuel

R2I mey creete "ecilitetion
Unite at leest in 4 mejor
Offices of BCD to provide
assistence to the members of
sublic celling et those offices.
Similer Units mey aqredually be
opened in other offices also.

The strength of the personnel ir
the Inspection Units of Cantrel
2CD end Officz¢ of =CD should be
criticslly exemined in the light
of need {for conducting inspectio
of category 'A' branches of
authorised declers in particulerx
eand inspection of all licensed
agencies ingeneral, and these
units should be properly
etrengthened by providing
additionel stezff. The steff
etteched to Inspection Units
should be 'well trained znd
sufficiantly experienced.

In the interest of hetter
co-ordination between t he
Government orgsns responsible
for leyina down the policy and

‘those responsible for its

imnlementetion, RBI should be
renresented on Yhe Foreign
Investment Board 2nd the
Inter-ministeriel ‘forking Group
constituted by Government of
Indie to finelise the annual
Import-Export Policy.

RBT mey set up a permenent
consultstive mschinery to
serve 2s e forum for exchenge
of ideas betlween TECD &and trede
end industry on metters of
mutuel concern. The Committee



65.

66.

67

Regisnal Consultative
Committees: Government

agencies.
13012 -

Secondment of RBI
officials to Exnort
Promotion Councils

13.14 -

Review of monetary
thresholds

13.16 -

should be sufficiently broad
based and include
representatives of RBI,
Government of India,
Commercial Banks, ECGC and
trade bodies like Export
Promotion Councils, Chambers
of Commerce, FIEO, AIEI, etc.

iBI may set up Consultative
Committees comprising
representatives of RBI, CCIRE,
Customs and Enforcement
Directorate, at all major
centres like Bombay, Calcutta,
Madras and New Delhi to deal
with problems concerning more
than one agency.

RBI may formulate 2 scheme in
consultation with important

Export Promotion Councils,

under which a few RBI Officers
could be seconded to such Councils
for short duration, to

familiarise themselves with the
working thereof.

RBI may undertake review of
various monetary thresholds
at least once in two years.



APPENDIX 'A!

RESERVE BANK OF INDIA
EXCHANGE CONTROL DEP'RTMENT
CENTRAL OFPICE
BOMBAY 400 023

EC.C.0.EXCOM. / -82. : 198
Decemher , 1982
To

Dear Sir,

Expert Committee on Exchange
Control Regul=tions relating
to BExports & Imports

You may have come to know through press reports
that Reserve Bank of India has set up an Expert
Committee under the Chairmanshiy of Shri M.S,Patwardhan,
Managing Director,;NOCIL to review the current Exphange
Control regulatisns relating to export andimport
of grods anl services and to suggest measures for
einglifying anl rationalising the procedures o
achieve improvement in customer service. The composition
of the Expert Committee and its broad terms of

reference are set out in Annexure I.



2. The~broad topics which have been identified

for a critical examin=ation by the Committee are given
in the enclosure, The list is, however, illustrative
and not exhaustive. Having regard to the high priority
accorded to export promotion by the Government of
India, the emphagis of the Cormittee's study will.be

on Exchange Control regulations, procedures and
document2tion relzting to exports. This will cover
export of commodities on norral or 'cagh' terms, export
of engineering gnids under deferred payment arrangements,
export of turn-key =nd civil construction projects
("Project Exports") and export of consultancy services,

The Committee will ~lso examine exchange control
regulations and procedures relating to imports. It will
also review procedureg relating to payment of

commission on exports to agents abro2d, remittanceg towards
royalties, licence feeg and technical know-how feeg;
opening of offices and stationing of representatives
abroad, trevel abroad for export promotion snd other
businesgs purposes such 2g negotiating large value

imyortg/collaboration arrangements, etc.

3. The main focus of the Committee's study is on
simplification and rativnalisatisn »f Exchange
Control procedures and doscunentation with a view to

renoving irritants and mitigrting the rigours in



complying with the procedural formelities. In that
context, it would ~lso examine the scope for further
decentralisstion of work between the Central Office
and the regional officeg of Exchenge Control Departmen
and for delegation of powers to authoriseld dealers

in foreign exchange t: deal with various types of
applicationg., The terms of referecnce of the Committee
however, do not envisage examination of problems
relating to export credit. This also holds good for
matters relating to taxation, The Committee is also
not expectédto go into problems connected with the
Import and Export Trade Policy, the structurc ani
quantum of various export incentives and such other
issues which =2re not directly connected with Exchange

Control,

4. As an important organisation interesgted in
healthy and sound development of the country's
externial trade, you may hrve valuable suggestionsg:to
make to the Committee in the light of your own or
your memberg' lealinas with the Exchanse Control
Department., We would greatly welcome any such
sugzestions which you believe wsuld help solve the
problems encountered by yoru or your members as users
of the services of the Exchunee Control Departnent.

To facilitate a quick exemin~tion, the sugeestions



should be related to gpecific areas (covered by the
.Committee's termg of reference and any other related
matter) and should he explained briefly and clesrly,
preferably in » tabuler form., It would be useful

if the susgestions are ranked broadly in order of their
importance., If the suszsestions can also be grouped
intc three categories (short terr, medium term and

long term), it will be helpful,

5. The Committee has to gubmit itg report within
a short period of six months, It would, therefore, be
grcatly sppreciated if your sugrestions are sent to us

in duplicate beforce the 31lst January 1983 positively.

Yours faithfully,

Sd/-
(5.5 .Thakur)
Controller
Member-Secretary



Illustrative list >f Topics in respect
of which sugzestions can be sent to the
Expert Conmittee on Exchange Control

Resulations rel=tinz to Exports & Imports

(Note : References to the Exchange Control

Manual - 1978 Edition are given
in brackets)

1, Export of goods and servicegs (Chapter 11):

(A) Export of soods on cash terns:

1) Time linit for re=lis~tion of export procecds -

ii)

iii)

procedure for obtsining extension of tine

from Exchange Control,

Problems relating to realisation of export
outstandings,

GR procedure - Compliance with various

Customs formmlities - Short-shipment and
shut-»>ut c=scs,

Quality cl~ims on =account of inferiosr quality
of =10ds supylied, late shipment penalties,
shortage in quantity supplied etc. - Settlement

of small vnlue clains through blanket permits.

iv) Reduction in invcice vazluc Aemanded by oversens

v)

vi)

consisnees on verisus ~orounds at the time of
retirement of ghipping 4oCuments.

Problers relating to export of gosds on
consirnment basig,

Problems relating to export of goods by post.



A.6

vii) Exports towards equity participotion in
joint ventures abroad.

viii) Payment of agency commission

- Procedure for registration of selling
agency egreements.

- Procedure for remittance of commission
on ad-hoc basis.

ix) Part drawings
-~ Procedure for follow-up of undrawn bslances.

— Parameters for closure of caseg on
ad justment of undrawn balances.

x) GR Waivers for free supoly of spares, replacement of
defective gonds free ofvcharge during warranty period
xi) Remitt-nces towaris -

2) Testing chargeg for testing of products/
equipment a2broad,

b) Lepal expenses connected with exports.
c) Advertising =broad

xii) Surrender of cagh incentives/RE? Licences
in case of reimport of goods
xiii) Participation of Indian exporters in Trade
Fairs abroad

- Role of Trade Fair Authority
- dole of Export Promotion Councils
- Export of samples unler Gt waivers
- Reimport of samplcs or repatrintion of sale procee
if samples arc sold abroad after exhibition
xiv) Porward exch-nce facilitieées (Chepter 7)

- Booking, ¢xtension 2nd cancellation of
forward contracts,



xv) Delegation of powers to authorised dealers
anl their responsibilities regarding
exports,

xvi) Problems relating to Free Trade Zones (Santa
Cruz Electronic Export Processing Zone and
Kandlz Free Trade Zone) and 100 per cent
Export-Oriented Units,

B) Pruoject Exports (Turnkey & Civil Construction
Contrzcts)

Problems connected with praject exports -
i) Woerking Group mechanigm

ii) Timely reelisation of export value
of soois exported from India for
projectg.

iii) Inter-project transfer of funds.
iv) Bridge finance for working capital
v) Extension of gunrantees.

vi) Problems relating to quarterly
statements to be sent to Exchange
Control Department in respect of
overscasg bank accounts and expenditure
on meintenance of site officeg,

vii) Third-country imports (Procurecment
fron countries other than India and
the project employer's country) of
raterizlsg, machinery/cquipnent and
notor vehicles,

C) Export 5f Serviceg (Part 'F' of Chapter 11) :

Problems - procedural or otherwise -
relating to consultancy/technical service
contracts, mrnagenment contracts 2nd other
gervice corntracts including those for

erectinn and maintenance of plsants abroad.



D) Export of =nginzering goodsg under deferred
credit arranzeneats

Problens faced by exporters.

Imports

A Imoort of wsods (Chapter 13) :

i) Imports uander OGL and specific import
licences - Rules 2and procedures far
openinzg letters of credit, effecting
renitt=nces ~gainst irports and prcduction
of evidence »f import such as Exchange
Control copicsg of Bills of Entry, Pogtal
wrappjers,etc,

ii) Imports on deferred payment terms -
advance paynents against imports.

iii) Imports through canalizing agencies.
iv) Excess payments agnainst import licences.
v) Imports by post.
vi) Private imports.
vii) Forward exchange facilities (Chapter 7)

- Booking, extension and cancellation
of forward contracts.

viii) Delegation of powers to authorised

denlers 2nd their responsibiliities
relating to import transmctions.

B) Import on Services

Inport of technical know-how, engagenent
of expatriates ete,

Merchantinz trade (Chapter 12):

i) Authorised dealers' powers 2nd
responsibilitics

ii) Documentation and procedural formalities

iii) Fcrward exchmnge facilities.
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L

4. Other i*ems relsting 12 Exparts & Imuorts

A) Travel abro2d for export promotion -

i) Blanket permit facility - RBI Scheme and
ITC Scheme, :

ii) 4Ad hoc =2polications for travel abroad
for export promotion and other business
purposes sach ag negotiation of large
imports/collaberation arrangements, ete.,
(Chapter 15).

B) Overseas representrtisns (Chagter 21) -

i) Opening of lisison offices or trading
brancheg abrsed.

ii) Poating of repyresentetives abroed -
Procedure for remittance of neintenance
expenges - Renewrl of exchanze permits,

C) Procedure for remittances towaris payment of
roy=lty, licence fee, technicnl know-how

feeg (with or without collaboration

arrangements) ( Chapter 24, Part A).



Appendix B B.1

List of organisations which sent delegations
to meet the Committee at different centres

Bombay
1. Federation of Indian Export Organisations.
2. Authorised Dealers.
3. All India Manufacturers' Organisation.
4. Foreign Exchange Dealers' Association of India.
5. Engineering Export Promotion Council.
6. Overseas Construction Council.
7. Indian National Shipowners' Association.
8. Basic Chemicals, Pharmaceuticals and Cosmetics
Export Promotion Council.
9. Gem & Jewellery Export Promotion Council.
Calcutta.
10. Bengal Chamber of Commerce.
11. Indian Chamber of Commerce.
12, Merchant}Chamber of Commerce.
13. Bharat Chamber of Commerce.
14, Calcutta Chamber of Commerce.
15, Tea Board and Tea Trade.
16. Indian Jute Mills Association.
Cochin
17. Coir Board.
18. Indian Coir Association.

19. Marine Products Export Development Authority.



21.
22,
23.
24.
25.

26.
27.

28.

29.
30.
31.

32.

33.
34.
35,
36.
37.

38.
39.

40.

Authorised Dealers.

Cashew Export Promotion Council.
Indian Cashew Exporters Association,
Cochin Chamber of Commerce.
Ernakul am Chamber of Commerce.
Madrzs

Collector of Customs.

Engineering Export Promotion Council
(Scuthern Zone?

Federation of Indian Export Organisations
(Southern Region).

Leather Export Promytion Council.
Handloom Export Promotion Council.

Export Promotion Council for Finished Leather &
Leather Manufactures.

Chemical and Allied Products Export Promotion
Council. '

Andhra Chamber of Commerce.

Hindustan Chamber of Commerce.

Madras Chamber of Commerce & Industry.
Southern Indian Chamber of Commerce & Industry.

Association of Indian Engineering Industry
(Southern Region).

Associatinn of Indian Automobile Manufacturers.

All India Ancillary & Automobile Industries
hssociation.

Institute of Company Secretaries (Southern
Regicn).



41.

42.
43.
44,

45.

B.3
New Dzlhi

Federatiosn of Indian Chambers of Commerce &
Industry.

Associated Chambers of Commerce & Industry.
Chief Controller of Imports & Exports.
Enforcement Directorate.

Trade Fair Authority of India.



10.
11.
12.
13.
14.
15.
16.

17.
18.
19.

AIEI
ASSOCHAM
CAFEX
Scheme
CBDT
CCIR&E

CcCp
DBOD

DGTD

ECD

ECGC

ECM

ED

EEPC

EQOU

Exim Bank

FEDAI

FERA
FIB

FICCI

Appendix C

List of abbreviations used
in the Report

Association of Indian Engineering
Industry.

Associated Chambers of Commerce &
Industry.

Composit Allocation of Foreign Exchange
Scheme,

Central Board of Dijrect Taxes.
Chief Controller of Imports & Exporte,
Customs Clearance Permit.

Department of Banking Operations and
Development.

Directorate General of Technical
Development.

Exchange Control Department..

Export Credit & Guarantee Corporation.
Exchange Control Manual.

Enforcement Djrectorate.

Engineering Export Promotion Council.
Export Oriented Unit.

Export Import Bank of India.

Foreign Exchange Dealers' Association
of India.

Foreign Exchange Regulation Act.
Foreign Investment Board.

Federation of Indian Chambers o«
Commerce & Industry.



20. FIEO Federation of Indian Export
Organisations.

2). FTS Foreign Travel Scheme,

22, GIC General Insurance Corporation of
India.

23. IBA Indian Banks' Association.

24. IBRD International Bank for Reconstruction &
Development (World Bank).

25. ICICI Industrial Credit & Investment
Corporation of India.

26. IDBI Industrial Development Bank of India.

27. IECD Industrial & Export Credit Department.

28. IFCI Industrial Finance Corporation of
India.

29. IMF International Monetary Fund.

30. ITC Import Trade Control.

31. KFW Kreditanstalt Fur Weideraufbau.

32. MDAF Market Development Assistance Fund.

33. NTS Neighbourhood Travel Scheme.

34. OGL Open General Licence.

35. OPDC. Overseas Project Develnpment Council.

36. RBI Reserve Bank of India.

37. SIA Secretariat For Industrial Approvals.

38. TFAI Trade Fair Authority of India.
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