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CHAPTER I 

INTRODUCTION 

1.1 The working of ~he EXchange control Department, 

particularly at its Central Office and the Regional 

Office in Bombay, has recently been subjected to severe 

Formation of 
Study Team 

constraints on 

account of new and 

diverse elements 

of work, shortage of space and staff, unsatisfactory 

record-keeping, paucity of trained personnel, mounting 

arrears, lack of adequate supeIVision and several other 

deficiencies. Since the officials at the decision-

making levels are pre-occupied heavily, it has not 

been possible for them to devote due attention to the 

long-term developmental needs. A decision was, there­

fore, taken in January 1975, with the approval of 

Governor, to set up a Study Team with a view to under­

taking a broad study of the working of the Department 

at Bombay and suggesting possible improvements. It 

Was also decided that Officers having adequate 

experience in Exchange Control work would undertake 

the study in association with the Director, Organisa­

tion and Methods Division. Accordingly, the Study Team 
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Was constituted with the following Officers of the Bank: 

(1) Shri A.V.Deshmane Director, 
Organis at ion & 
Methods Division. 

(2) Shri H.P.Nag Chowdhury Deputy Manager, 
Department of 
Administration & 
Personnel. 

(3) Shri V.Subrahmanyam As'sistant Controller. 
Exchange control 
Department. 

1.2 The terms of reference of the Study Team were 

as follows : 

(1) Study the existing procedures (in broad terms) 
with reference to the priorities and suggest 
modifications, where necessary. 

(2) Assess the 

It{rms of 
1teference 

aroas of deficiencies (particularly 
in regard to follow-up action and 
delay in disposal of cases) and 
consider the ways for improvement. 

(3) 

(4) 

(5) 

Study the existing pattern of delegation of 
powers to various Officers in the Department. 

Examine whether further powers Can be 
delegated to authorised dealers, airline/ 
shipping companies, etc. 

Examine the utility of various returns and 
statements received from authorisGd dealers 
and Regional Offices of the Bank and suggest 
rationalisation. 



(6) 

(7) 

(8 ) 

(9) 

(10) 

(11) 

(12) 

1.3 
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Recommend a suitable Information System -
kind, quality and timeliness of data to 
answer Parliament QU8stions and to assist 
policy-making. 

Consider improvements in regard to main­
tenance/destruction of records. 

Rationalise the systom of extending 
customer service over the counter. 

Consider the organisational set-up of 
the Department', particularly delinking 
of Bombay Office from Central Office. 

Examine the question of staffing of 
the Department. 

Consider the· problem of location and 
lay-out of various Sections. 

Assess the training needs in the 
Department at various levels. 

Soon afte:r the formation of the Study Team in 

March 1975, the members held discussions with the 

Senior 
Initial Developments 
a-fter formation of -
the T~am-

Executive s 

of the 

Department and thereafter with the Deputy Governor, 

Shri S.S.Shiralkar, regarding the guidelines to be 

followed in connection with the study. Two 

members (Sa~ashri Nag Chowdhury and Subrahmanyam) 

were, however, drafted by the Department for about a 

month for same urgent items of current work. In tho 

m02anvJhiL~, the third member (Shri Dc shmane) unf ortunately 
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fell ill and proceeded on long leave. Immediately on 

relief from the Departmental work, the other two members 

resumed the study. Though these members had a discussion 

with Shri Deshmane on his return from leave. he could not 

actively associate himself with the Team for some more 

time due to other pre-occupations. In effect, 

Sarvashri Nag Chowdhury and Subrahmanyam Who had 

alreadY commenced the work continued to function 

exclusively with a view to completing the study within 

the allotted time. 

1.4 In order to elicit the requisite information, 

the Study Team adopted mainly two methods ... discussions 

and issue of 
Methodology 

questionnaires. 

Letters conveying the terms of reference of the Study 

Team were sent individually to th0 Deputy and Assistant 

Controllers in advance and the members of the Team held 

d.::tailed discussions with them subsequently in :regard to 

the various procedural and organisational problems. In 

addition, the member.s of the Team made an on-the-spot 

study of the work performed by the other Officer-staff 

(162) and Non-officer staff (400 approximately), 

spread over 50 Sections in the Bombay Regional Office 
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and Central Office for the purpose of assessment of 

their working conditions, procedures actually followed 

by them, t;1c:ir accountability and the supervision 

exercised by them (relating to the Officer-staff 

only). Apart from these discussions, two different 

qU0stionnaires were issued to the Exchange control 

Officurs/Staff Officers and the clerical staff 

individually. The Study Team summarised the 

information collected through tho questionnaires 

and discussions, analysed the same, studied the 

relative background papers and the connected data 

and then formulated its views. 

1.5 In view of the limited time and staff-strength, 

it has not been possible for the Study Team to make 

sugge st ions 
Limitations 
or tli~ St_~ on all 

matters 

concerning the Excllange control Department. It has 

confined its study only to some specific areaS within 

t he exist ing framework. Even. in an are:: a like Returns 

and Statements, the Team hClS been able to make a 

partial study. As indicated in the preamble, the 

Study Team has gone into the objective details of 
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the Bombay Regi8nal Office and Central Office only, 

though some polici2s and procedures of all-India 

bearing have been examined in the: process. Owing to 

non-availability of data on several aspects of the 

work handled in the Department, it has not been 

possible for the Study Team to apply strictly 

quantitative and statistical techniques while assess­

ing t he work-load in the Se ct ions and the st aff 

requireme:nts. The Team has, no doubt, gone into the 

st at isti cs, liJhe reve r avail able, and has al so close ly 

examined the actual working of the staff in the 

various Sections. Since the operations in the 

Exchange control Department are of a speciclised 

and technical nature, the Study Team has felt that 

a mere quantitative approach would not be adequate 

and has accord ingl y 9i ve n r,1Ore emphas is on the 

qualitative aspects of the work. 

1.6 The Reoort of the Te am is divided int 0 fourteen 
1 -

Chapters. The sequence of the chapters does not, how­

ever, follow 
Chapter Design 

the same order 

as that of tho terms of reference. But th(J chapters 

have bGen sc designed th0.-c they contain the requisite 
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background informati on and also the recomme ndat ions 

of the Study Te2f11 on the various aspects included in 

the terms of reference. Briefly, the coverage; of the 

various chapters is indicated below : 

(1) Chapter lIon 'EXchange Control Department -
A ~eview' traces the major developments in 
the field of Exchange control since late 
fifties when the foreign exchange crisis 
deepened to an alarming extent and the 
reserves reached almost the rock-bottom 
and their reflections on the organisation. 

(2) Chapter III deals with the evolution of 
'PI Form procedure, its working, dilution 
in the shape of Foreign Travel Scheme, 
subseEfUent administrative and legislative 
measuros to prevent leakage of exchange 
and ultimately, makes a rccornmendation 
for abolition of this procedure. 

(3) In Chapter IV, the present maladies in 
regard to the GR Form procedure relating 
to exports hav0 been discussed and 
suggestions made -for introduction of 
modified working system in order· to 
overcome the existing deficiencies. 

(4) Chapter V contains a review of procedures 
in a few other selected areas like 
permit-issue systGm, scrutiny of state­
ments relating to passage/freight 
collections, licensing of airline/shipping 
companies and travel agents, issue of 
guarantees, etc. and Chapter VI examines 
the q~cstion of delegation of powers 
internally to the various hierarchical 
levels in the Department itself and 
externally, to authorised dealers and 
airlino/shipping companies and travel 
agents. 
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(5) Chapters VII and VIII have bee n devoted 
to the study of the returns and statements 
in order to rationaliso some aspects of 
the statistical work and also to evolve 
a Man(}geme:nt Infor.mation System in the 
Exchange control Department. 

(6) In three subsequent chapters (Chapter 
IX - XI), the problems regarding customer 
sCIVice, re cord-keepif!.g and tra.ining needs 
of the personnel at various levels have 
been discusscd. 

(7) Chapter XII has dwelt on the organisational 
problems like delinking of the Bombay 
Regional Officc from central Office, 
realignment of the 0l?erating Section s on 
a scientific basis, Introduction of the 
scheme of unified control for effective 
supervision, staffing of the Department 
and the possible lay-out of the various 
Sections. 

(8) In order to administer t he new prov IS lons 
of the Foreign Exchange Regulat ion Act, 
1973, for regulating the activities of 
foreign-controlled companies/firms in 
India and also the inve stfTle nts in India 
by foreign nationals and all non-residents, 
a special Section has been cD8eted in 
CC.!ntral Offi ce - the working of this 
Section has been reviowed in Chapter XIII 
on 'Admini strati on of FERA in reL:lt ion 
to Foreign companies'. 

(9) Chapter XIV on 'Perspective' indicates 
briefly the future pattc:rn of the 
Control and also the me asures which may 
be adopted administratively to keep the 
work-flow in t he right dire ction. 

Since the rnaj or recommendations have beon summarised 

at tho end of each chapter, no separate chapter has 

been introduced for tHis purpose. 
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1.7 The mGmbers 0 f the Study Team expres s the ir· 

gratitude for the confidenco shown in them by thG higher 

Acknowledgement s 
authorities of 

the Bank in 
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notes and finalisation of the Report. 



CHAPTER II 

EXCHANGE CONTROL DEPARTMENT 
A REVIEW 

2.1 With the centralisation of almost the entire 

foreign exchange reserves of the country with the 

Reserve Bank, the 
Introduction 

statutory re sponsibility 

for administration of Exchange Control has necessarily 

vested in the Bank. Although the broad policies and 

guidelines are laid down by the Central Government 

in consultation with the Bank, the actual allotment 

of foreign exchange for 'invisibles' is made by the 

Bank according to the scheme of priorities. The 

Control is also required to exercise supervision over 

trade transactions for regulating the inflow and 

outflow of exchange. In fact, any scheme that 

carries a tinge of foreign exchange calls for an 

involvement of the Reserve Bank. The basic policy 

in this regard is naturally conditioned by the flow 

of exchange reserves. Vihen the reserves tend to 

increase, the policy may be liberalised and when 

they tend to decrease, it has to be made str~ngent. 

2.2 During the course of the Second Five-Year 

Plan, the exchange reserves came down to an alarmingly 
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low level due to heavy drawings on account of develoo­

mental efforts. The 
Major Developm8nts 
sincE late fifti~s Reserve Bank of India 

Act had to be amended 

twice during 1956-57 in quick succession in order to 

bring down the statutory limit of the foreign assets 

of the Issue Department and the Exchange Control had 

also to introduce drastic measures to reduce the 

outgo of foreign exchange. The Basic Travel Quota 

of £.750/-, which could freely be availed of once in 

two years, was withdrawn with effect from January 1957. 

This measure was soon followed by curtailment of the 

emigration quota and imposition of various 

restrictions regarding release of exchange for 

travel purposes. The import policy was also hardened 

by Government at t he same time. 

2.3 Despite these rigid steps, the corner could 

not be turned. It was gradually realised that 

people going out 
'P' Form restrictions 

of India without 

any formal allotm2nt of exchange were intercepting the 

inward flow of funds through the mechanism of 

compensatory transactions for meeting their exchange 
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needs. In order to curb this undesirable practice, 

a decision was taken to exercise control even on 

those persons who would like to go out of the 

ccuntry on 'no exchange' basis. Accordingly, the 

'P' Form restrictions werl introduced in a 

comprehensivE way in June 1962. Since this procedure 

affects a wide section of the community, it has been 

kept under constant review and relaxations have 

been made from time to time to enlarge the 

categories of apDroved hosts and to modify the 

procedures relating to documentation, stop-overs, 

etc. Continuing this trend towards relaxation, 

the Foreign Travel Scheme was introduced in 1970 

permitting resid8nts of India to undertake one 

foreign trip of their choice during every three 

years, witt-lout compliance with the 'P' Form 

formalities. The powers deleqated initially to 

airline/shippi~g companies and travel agents for 

operation of this Scheme were, hov~vcr, withdrawn 

after a couple of years due to certain malpractices 

reported to have been committed by some foreign 

airlines. Consequent on the revocation of these 
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powers, thG re sponsibil i ty for a");Jroving all 

applications under th~ Scheme fell directly on the 

Exchange Control Department. As an Qff shoot Qf the 

'P' Form restrictinns, the procedure for licensing 

of 2.irline/shipping compani~s and travel agents 

for booking of foreign passages has b~en evolved. 

The remittances of surplus ~a5sage/freight 

collections by or an behalf of foreign carriers 

have also been subjected to the prior a~~rQval 

of tho Reserve 3ank. 

2.4 Soon after the intr0duction of the 'P' 

Form, s?Ecial ~ttcntion was given to the cxoort 

sector in Qrrier to 
Export Se ctor 

ensure promotion 

of ex~ort 5 a.nd t imel y re 2.1 i sat ion of export proceed s. 

The metho~ of compilation of ex~ort data was rationalised 

by mQdifying the system of coding a large mass of 

information from the original, cluplicate and 

triplicate co~ies of all GR etc. Forms. The 

follow-up procedure was also streamlined by 

~rescribing new returns for authorised dca18rs, 

intr:Jc~ucing a mechanised system (subsequ€:ntly 

discontinued)of issuing reminders to authorised 
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dealers/defaulting exporters, changing the method of 

verification of export forms with reference to the 

computerised control sheets and by a few other 

measures. The procedure for the grant of exchange 

facilities to exporters was relaxed gradually. 

The expo~ters are now granted liberal exchange 

facilities for undertaking visits on export 

promotion grounds. The exchange quota has been 

raised on successive occasions due to increasing 

cost of living in foreign countries. The Blanket 

Permit Scheme for releas:ing lump sum exchange 

to large exporters for meeting expenses on account of 

travel, participation in trade fairs, advertise­

ments, market studies and for securing trade 

samples/techni~al information was introduced and 

the relative procedure has been progressively 

simplified. In addition, new regulations have 

been framed to permit exports on deferred payment 

basis and to extend long-term for,":ard cover 

facilities for such exports. 

2.5 Various steps have also been taken to 

supplement earnings through export of technical 

know-how and other invisibles. Facilities are 
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provided to large industrial houses to undertake 

turnkey projects in developing foreign countries. 

Liberal policies have been evolved in order to 

encourage the setting 
Overseas Enterprises 

up of joint ventures 

and undertaking consultancy/construction/design 

engineering/management service contracts abroad. 

The Indian shipping is also expanding in a big way. 

In all these cases, exchange and export facilities 

are afforded in the initial stages and close liaison 

is kept with the concerned companies/firms to see 

whether their efforts are being fructified. 

Subsequently, t.he Control is required to ensure that 

the exchange earnings of these overseas enterprises 

are repatriated to India promptly and regularly. 

2.6 In order to attract funds from non-resident 

sources, many new measures have simultaneously been 

Facilities for 
Non-Residents 

introduced in the recent 

years. Persons of 

Indian nationality or 

origin r€sident abroad are allowed to open Non­

resident (External) Accounts to which funds remitted 

from abroad through banking channels may be credited 
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and from which the balances (including tax-free 

interest accruing on these balances) repatriated 

freely, without the p~ior approval of the Reserve 

Bank. A decision has also been taken to permit 

opening of such accounts in leading foreign 

currencies so that the account-holders are not 

obliged to carry unnecessary exchange risks. 

Although closer control is exercised on the foreign 

currency assets of persons who have come back to 

India from foreign countries on a long-term or 

permanent basis, relaxations have been made in 

respect of those account-holders who would set up 

industries in India or who have not taken any final 

decision regarding their settlement in India. 

A new class of accounts has come up for the 

purpose of securing external funds by allotment of 

tractors, cement, private vehicles, etc. on 

a priority basis. Eved otherwise, liberalisations 

have been made in re~ard to the operations on other 

non-resident accounts held by Indians resident abroad. 

Facilities are also provided to such persons for 

investments in all fields covering trading, 

manufacturing or industrial activities. 
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2.7 Along with these broad relaxations, special 

steps have been taken to tighten the Control in 

certain spheres. On the lines of the recommendations 

Other Developments 
made by the Kaul 

Committee for 

prevention of leakage of exchange through invoice 

manipulati~n. new provisi~ns have been made to 

streamline the checking systems in respect of trade 

transactions. The eligibility standards for release 

of exchange for higher studies have been made more 

stringent by prescribing that students should have 

secured admission directly to a post-graduate degree 

or diploma course (and not a first-degree course) 

in a foreign university and have obtained at least 

60 per cent marks in the relevant qualifying degree 

or diploma examination in India. Fresh guidelines 

have been evolved in regard to remittances of 

profits by Indian branches of foreign companies 

and dividends by foreign-controlled Indi0 n companies, 

acceptance of rupee deposits by foreign-controlled 

companies, remittances by foreign oil companies, 

termination ~f indefinite collaboration agreements, 

linking of royalty remittances with authorised production/ 
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landed cost of the imported comp~nents, etc. In 

additi~n, flo~tation of P~und Sterling along with 

other major European currencies due to uncertainties 

in the international Exchange markets and introduction 

of spot/forward purchase facilities by the Reserve 

B~nk in respect of some leading currencies other 

than Pound Sterling, emergence of Bangladesh and 

the virtual dismantling of the Sterling Area have 

also l~d to many fundamental changes in the policies 

end procedures. Rupee has since been delinked from 

Pound Sterling and linked with a basket of leading 

currencies. 

2.8 Consequent on the passiog of the Foreign 

Exchange Regulation Act, 1973, a number of new 

New FEHA 
administrative and 

regulatory functions 

have now devolved on the Department in order to 

secure better control on the activities !)f Indian 

branches of foreign companies, foreign-controlled 

Indian companies, foreign nationals in India and 

all non-rJsidents from the angle of Exchange 

Control. This apart, some of the existing regulations 

havG also been made more intensive or broad-based 

through the new Act. 
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2.9 With these rapid changes in the outlook and 

opcrati~ns of Exch~nge Control on account of various 

Bombay ECD - it s 
responsj.bilities 
and set-up 

national and 

int e rnat io nal 

dQvelopments, there 

have been tell-tale marks on the organisational set-

up and functions of the Exch? nge Control Departme nt, 

particularly on its largest Kcgional Office in Bombay 

and on Central Office. Like any other branch, the 

Bombay Office is normally sUDPosed to deal with all 

2pplicati8ns recejved from persons/companies 

rGsiding Jr functi~ninq in the State of Maharashtra 

and the Union Territorios of Dadra and Nagar Haveli 

and Goa, D~man and Diu within the authorities delegated 

by Central Office. In r~ality, this Office Attends 

to all Central Office functions also in regard to 

these cases. As Bombay is virtually the financial 

capital of the country, this Regional Office has 

necessarily to carry a heavy work-load as is evident 

from the trend of the following major data : 



20 

I Number of Exporters, Authorised Dealers, etc. 

Category 

(1) Export ers 

(2)(i) Principal Offices 
of Authorised 
Dealers 

(3 ) 

(6) 

(ii) Branches of Authorised 
Dealers -

(a) Maintaining 
independent 
position. 

(b) Operating 
on po si tion 
maintained 
by their 
othe r Office s 

Airl ine 
cOlTIJ>anie s 

steamer companies/ 
Agents 

Travel Agent 5 

Money changers 

Number 

14,636 
(53,987) 

21 
(54 ) 

34 
(134) 

414 
(3,308) 

18 
(35 ) 

13 
( 23) 

38 
( 93) 

111 
(494) 

As on 

30- 6-1975 

1- 9-1975 

31-12-1974 

31-12-1974 

1- 9-1975 

1- 9-1975 

1- 9-1975 

1- 9-1975 
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II NumbGr of ~pplications/forms h2ndled 

1972 1973 1974 1975 
(upto 30th 
June} 

(1) P Forms 27,221 32,483 38,937 25,378 
(59,703) (67,507) (79,142) (47,043) 

( 2) FTS 
Applications 20,903 19,848 21,255 * (49,794 ) (43,679) (50,299) 

( 3) Exchange 
Dcrmits 
'issued : 

(1) for Busine ss 5,519 6,068 6,186 3,109 
travel- (11,181) (15,129) (13,833) 7,604) 

(ii)for Higher 544 637 708 173 
studie sl (2,779) ( 2,895) ( 3,253) (885) 
training 

(iii)for Misc. 956 905 895 467 
purpose s (9,312) (9,917) (8,219 ) (4,852) 

(4) Export • Forms: 
( i ) GR Forms 4,45,299 5,45,454 * ( 11,66,104) (11,76,765) 

( i i) Others 55,170 
(1,95,600) 

61,866 
(2,08,321) * 

( * F ilJure s not avail Clble ) 
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III Export proceeds realised 

2.10 

Year Am'Junt 
(Rs. Cr'Jres) 

1971-72 615.81 
(1564 .• 08 ) 

1972-73 792.61 
(1844.94) 

1973-74 1136.87 
(2405.96 ) 

NOTES: (1) The figure s in brackot s 
represent all-InJi? data. 

(2) Owing to non-availability of 
datd, the particulars r81ating to 
certain major areas (e.g.Blanket 
Permits, Remittances of surplus 
freight/pnssage collections, 
Foreign collaborati'Jns, 
Joint ventures, Non-r(sident 
Accounts, Deferred Payment Export 
Contracts, etc.) have not been 
furnished. It has ~lso not b~cn 
possible to collect datd, wherever 
~vailable, for any uniform period. 

The problems cropping up in this Office give 

a fair projection of the ~ntire range of Exchange 

Control cperatiJns. Central Office has generally been 

treating this unit ~s a barometer to ~ssess the 

impact of new regulati~)ns flnd also utilising its 

records for the purpose af review of the various 

policies. The line of demarcation between Central 
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Office and th~ Bombay ~egional Office has thus become 

vLry thin. The Deputy Controll~rs in Centr21 Office 

,ue attending :'0 specifie:d subjects from the all­

Indi~ angle and simultanelusly, holding direct 

charge of the same items handled in the Bombay Office. 

The Bombay Office puts up cases to Central Office 

thruugh three Assist~nt C~ntrollers by merely 

marking the papers to the concern€d Dc~uty Controllers, 

oftentimes without clearly soelling out the issues 

on which instructiJns are SJught or specifying thE 

r(lGvant provisions of the Book of Instructions or 

Central Office circulars. As references to Govtrnment 

art! made by the Bombay Office direct, important 

de ci sions of all-India impl iC<1tiJns are not always 

communicated to other Offices. Over years, some 

differences have come up between this Office and 

other Regional Offices regarding the tre~tment af 

ca S8 s in. CG rt ain arE as. As d iff e r(; nt Senior Office rs 

look towards the Bombay Office thrsugh their respective 

window, there is hardly any co-ordination between 

the various ~perating Scdtions. A tendency has 

developed to pass on the work fr~m one Secti~n to 

another. In many areas, the work has been distributed 
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in a haph~z2rd manner with~ut grouping the connected 

ite~s tagcthor. TherL arc many instances where th~ 

clerical staff and officers report to different 

higher-ups at the same time. Due to this confused 

St2t8, the linG of control has become diffused and 

it is oft~n difficult to assess who is doing what or 

who is doing how much. WhGn the prJblems were limited 

~r the cases ware few, th8 effects of these 

'Jrganisati:)nal wC2knlss8s 1Jverc; not perhaps so 

pronounced. But in the context of recent complexities 

2nd volume, ths eXErcise of administrative contr~l 

thr,Jugh diffGrent channels has made this Office a 

hoterogeneous unit. 

2.11 The Ccntrnl Exchange control Department is 

prj_marily eng2g€~ in formulating Dolicies for the 

Cc ntral Offi ce -
£9 5 po n sib iIi tic s. 
illJ.~~t - up 

administr~tion of 

Exchange Control 

and framing the 

guidelines for authorised dealers, airline/shipping 

companies, travel agents, money-changers and ~lso 

for thL Regional Offices. All references received 

from the branches (other than Bombay) are dealt 

with by Central Office either independently or in 
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• consultation with Governm8nt, as may be appropriate. 

The Central Unit 21so handles directly the work 

relating to foreign currency accounts, sharEs/ 

securities and immovable properties held abroad 

by resident Indians ~nd deals with the applications 

for release of exchange for attending international 

confersnces. The Central Office of the Department is 

h~2ded by thG Controller, who is 2ssisted by an 

Ad,'i tional Controller, a Joint Controller 2nd 

Gight (including two recently sanctionGd ad hoc 

?osts) Denuty Controllers. As the Deputy Controllers 

arc also rLquired to look aft8r thl day-to-day 

a~ministr?tion of the Bomhay Regi~nal Office, 

th(;y remain mostly busy in interviewing parties 

in conn~ction with loc?l C2ses an~ att8nding to 

other rt')utine itEms. These OfficErs cannot, therefore, 

give sufficient attention to the policy aspects 

of the work. As in Bombay Office, there is also 

no function?l affinity in respect of the groupings 

nf Sections placed under the ?dministrative control 

of the various Deputy Controllers. Though these 

Sacti~ns arL generally officer-oriented, quite a few 

Staff Officers and Exchange Control Officers report 
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to more than one seniQr. The existing set-up 

of Central Office and the Bombay Regional Office 

has been inrlicated in a ch2rt annexed to this 

chapter. 

2.12 Th~ Exchange Control establishment in Bombay 

i3 spr8ad over three buildings. The Sections of the 

L) cat io n of the 
D(;2artment in 
three buildinqs 

Local Office are 

housed on the first 

floor of Amar 

Building, Fort and sixth floor of Mercantile Bank 

Building, Flora Fountain. The Central Office Sections 

are situ2ted on thL first, fifth and sixth floors of 

/\m(lr Buil'Hng, sixth floor of Mercantile Bank Building 

and fifth floor of Eros Building, Churchgate. As 

th~ Senior Officers arc se2tcd in Amar Building, 

papers travel 2/3 timcs daily, anrl sometimes more 

frequently, bet'Nf;(;n thG Mercantile B;:1nk Building/Eros 

Building 2nd Amar Builc~ing. Apart fror.1 l2d~ 'of con-

tiguity, there arc other anx,1alies too. Two Sections 

(e.g. PR and PRT) of the Regional Office are 

working in Amar Building, but the concerned Exchange 

Control Officer is seated in the Mercantile Bank 

Building. The Exports Section is situated in the 
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MGrc('\ntilc Bank Building, but the c:)ncernEcl ;\ssistant 

CCJntroll.c..r is 'iJ~rkinCJ in ".mGr Building. Some Sections ~f 

Central Office arc working in the first and sixth 

fleors of Amar Building, but the Deputy Controllers 

holding direct charge of these Sections are seated 

on the fifth f10Jr of the same building and vice-

versa. Even on the respectivG floors, the opera-

ting Sections have been squeezed at random. The 

tabl~s ~ru huddled together and there is no proper 

moving spaCE. In view of these confusions, it is 

we II-nigh im':>o s sibl e for the Sc nior Office rs to axerci S8 

any Jirect sup~rvision over the working of the 

junior staff who ClrG scattered on different floors 

or in altJ9lcthcr r~ifferent buildings. There is also 

obviously l~ss sca~c for Pdrcol~tion of ide~s from 

the senior to the junior level or any direct feed-

back. ThEse arrangements have created yet other 

~roblems. All outward letters, which arc issued by 

the Sections situ~ted in Eros Building ~nd Mercantile 

Bank Building and are required to be despatched by 

pC1st, 2re sent to the Establishment Secti::m in ,\mar 

~)uilrling f')r the purpose of affixation of postage 

st amps. The upward and downward movements of c?:se 
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papers and 18ttcrs either for securing decisions 

or for despatch ultimately lead to delay 

and public comJlaints. Often, the applicants or 

travel agents chase their applications from one 

building to another. The visitors to the Depart-

ment are also inconvenienced. Small space has 

been provided for the Enquiry Sections in Amer 

Building and Mercantile Bank Building and the 

public are cram?ed in. They become impatient to 

get through the Enquiries and gr~dually overflow 

to the Travel, Passage and other Sections, which 

arc located just behind the Enquiry Section, to 

find the fate of their applications. All these have 

happened over years duo to acute shortage of 

space and to CI certain extent, unmethojical allotment 

of the av~ilable space. 

2.13 Though the volume of work has steadily 

increased, it has not been possible to incrGase 

Inadeguacie s in 
staff arrangements 

the staff-strength 

correspondingly in 

all the Sections. 

Particularly, there is a shortage in Ex~orts, 

OPL (Office-Opening/Joint Ventures/Engineering/ 
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CJnsultJncy, E;tC. c:)ntrC1cts, PrJfit and Dividend 

Remittances an~ L0?ns and Overdrafts), Statistics, 

Passage(ii) LPttGncling to applic2tiJils for remittance 

of sur01us pa~sagc fare/freight collEctions by foreign 

n irl inc s/ shiT)ping companie,¥' 2,nd TSP(T ran sport) Se ctions 

in the Bomb2Y Office. In all these Sections, the work 

has undergone major qualitative changes in the recent 

years and the volume has also increased. The changes in 

the overall staff~strength of the Bombay Regional 

Office and Central Office in the recent years have 

been broadly as under,: 

Sanctioned strength of staff of Exchange Control 
Department, Bombay J...lncluding Leave/Trainee ~i!.§~lli 

Categories 

1. Senior Officer 

2. Asst.Controller/ 
Adm.Officer 

3. Exchange Control Officer 

4. Staff Officer Gr.II 
5. Clerk Gr.I & II 
6. P.A., Steno •. Gr.I & II, 

Typist & Comptist 
7. Class IV Staff 

Total 

1970 

7 

6 

20 

97 
314 
50 

101 

595 

Years 
1972 1974 

7 9 

6 6 

20 24 

100 116 
319 344 
52 60 

101 114 

605 673 

1975 

9 (1) 

7 (2) 

27 (9) 
123(23) 

362(51) 
64(13) 

125(16) 

717(115) 
=====~==~=================== 

NOTE Figures in brackets indicate the combined 
staff-strength of Foreign C~mpanies and 
Foreign Accounts Sections. 
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The DepC1rtmcnt is al so facing ,mother problem from 

the staff-angle. Due to the introduction of 

int~r-depdrtmental mobility, many untrained staff 

are now coming to this Depnrtment from other 

Departments. They find difficulties to settle 

dOVIn properly in the Deportment for lack of 

adequate training opportunities. In effect, almost 

nIl Exchange Control Officers and some Staff 

Officers have been Darticul~rly over-burdened. 

As they have to attend to the stream of 

visitors and handle quite a few items of work 

th8msclvGs, they do not oftentimes get any time 

to exercise ~dcqunte supervision over the Section/so 

2.14 Although some of the Sections like Students, 

TraVEl, PassagG and FTS gear themselves for 

attending t~ the cases speedily in order to 

C'lvoid frequent 
Pendencies 

int e rv iews, 

telephonic enquiries or c0mplaints, delay occurs 

generally in almost all the Sections. The position 

is extrGmely uns~tisfactory in Exports, Statistics, 

Transport and Non-resident Sections and also in 

the Sections dealing with remittances of surplus 
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passage/freight collections, profits/dividen~and 

loans/overdr2fts. Until a couple of years back, 

'Jvertime l!'lork was ratht;r uncommon in this Depart-

ment, ~xca?ting f'Jr the coding of the export data 

and the exchange transactions reported by authorised 

dealers. But the position has undergone a drnstic 

chan~e since then and during the recent months, over­

time work had to bG resorted to on a wide scale in 

ordor to kCE) the work-flow under control. The 

exoenditure incurred by the Department during 1974-75 

on account of payme nt of overt ime allowancE;; t:) the 

staff in the various Sections is indicated below : 

Section 

(1) Exports Section 

(2) Travcl/Students/P Form/ 
FTS Sections 

(3) Statistics Sections 

(4) Foreign Com~anies S8ction 

(5) Overseas Offices, Profits/ 
Dividends, Loans/Overdrafts 
Section (OPL) 

(6) Passage/Freight Remittances 
Scctirm 

(7) Non-RE;;sident Accounts Section 
(8) Foreign Accounts Section 
(9) Other Stctions 

Total 

Amount 
Rs. 

3,19,000 

59,000 

58,000 

30,000 

22,000 

14,000 

14,000 

13,000 
1,57,000 
6,86,000 
----------------
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Even with the overtim8 work, the position regarding 

disposal of caSGS is not very satisfactory in all 

Sections. Quite frequently, complaints are received 

by letters or over the phone for delay. A sizable 

number of visitors come to the Department daily just 

to contact the dealing staff and to get their cases 

expedited. 

2.15 It has been observed that the delay is 

also a direct effect of excessive centralisation of 

Centralisation 
of Powers 

powers for 

approval of 

cases or for 

the issue of exchanCJe permits. On the basis of the 

rec~mmQnd0tions made by th€ Special Ins~ection Team 

in 1968, powers were delegated to a considerable 

extent to the various hierarchical levels within 

the Department and also to authorised dealers. 

Since some instances of abuse of powers came to 

light in 1974, the scheme of delegation within the 

Bdnk was modified to 2 very great extent. Despite 

certain advantages of the modified procedure, it 

has created some administrative bottlenecks. 
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2.16 Though attempts ?re m.:'1de t8 keep the current 

work under c:mtrol, serious deficiencies h2.ve come up 

in regard to the 
Follow-up Work 

follow-up work. In 

the Exports SectiJn where primary im;')ortance should be 

given to the GR Form drill in order to secure timely 

realisation of export ~roceeds, the position h2s 

gone into a very bad state of affairs. The follow-up 

work which should have been completed in 1972-73 is 

being don~' now. Similarly, in the OPL Secti8n where 

ap~lic~tions fer the setting up of joint ventures, 

acceptance of consul tAncy/construction/de sign enginee ring 

cnntracts 3nd opening of offices abro2d on export 

promoti'm groun:)s 2r€ 3:)Droved, hardly any follow-up 

action is cak8n to ensure th2t dividends/profits 

earned abro~d Clrc rGo~tri~ted to India regularly. 

Indian shipring has made great strides in the recent 

years and l~rge umounts of foreign exchange ~re 

released to the concerned companies for purch2se of 

ships and for meeting current expenses like bunkering, 

dry-docking, etc. charges. Attention is diverted more 

towards approval of such remittance 2pplications than 

townrds scrutiny of the statements received from the 
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ship?ing c~mpanias, showing their collections and 

disbursements in f')re ign exchange. Apart from thc;se 

major areas, due uttention is not given to other 

CClS":;S also. In cert2in categories of travel 

;::p;)lications (~.g., medical treatment, employment, 

cmigr2tion, participntion in trade fair, etc.) 

exchange is relcDsed subj~ct to accounting or on 

rG~atriatiJn basis. Sometimes, 'PI Form clearance 

is granted conditionally. Advance remittances in 

rL98rd to im~orts ~rG Allawod subject to production 

of cJOCUlTlU nt2.ry evide nc:::; regarding <1ctual import. 

Even in these; c;\s~s, tho position regarding the 

follow-up action is no better. No serious attempt 

is m~de to secure the ?rescribed returns or 

stntaments from authorised agencias or to 

con50lid~tc them according t') the scheduled dates. 

In brief, the follow-up action is given the least 

imp')rtance in the Department, cven though it is 

so vital for any scheme of Contr')l. 

2.17 Similarly, scanty rGgard is shCJwn to the 

recorj-k~~ping in the Department. Oftentimes, cases 

get Gel2yed rlu~ to non-availability of the relative 



filG s or papE:rs. Case p2pcrs arc ke;1t in loose condition 

f0r months anrl are 
Bad Shn128 of Rc cord s 

even dum~ed on the . 
floor ')r be ne Clth the; table s. N~) action is virtually 

t0ken to index the important decisions or to bring 

an orderliness in the system of maintenance of recorrls. 

2.18 There is practically no inform~tion 

system il1 the Dep2rtmcnt. Inward letters are not 

Lack of Inf ormat i.:)n 
System 

always diariseC::. 

The rjetClils of 

out st and ing ca so s 

are not reported to the Officers-in-Charge of the 

various Sections. Tho wark is often allowed to 

drift and work-ass~ssmcnt is normally riane only 

when arrears assum8 a chronic form. Th~ugh 

various data arc received ?n~ summ~rised in the 

Department, they are not recorded systematically or 

~ut up to the Senior Officers. Importance on 

collection of data is given only when some queries 

are received from Government Departments or replies 

to the P2rliamentary QUGstiJns are required to be 

drafted. 

2.19 Central Office is often required, because 
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of its policy-m~kin9 ~nJ cantr~lling ~ositiQn, to 

attend to various important Hd hoc items of work 

like enquiries by 
ImpClct of 
Sp,;cial 
Assignments 

the Public Accounts 

Committ~e, special 

investigations by the Central Burc~u 0f Investi-

gation, Foreign Exchange Enforcement Directorate, 

Mon_)polios & R~6trictive Trade Practicos Commission, 

etc. and many s~)ecial studies. These jobs are 

usunlly very intricate and onerous. Oftentimes 

the current w0rk gets dislocated on account 

of diversion of staff to these special assignments. 

The impact of such dislocation in Central 

Office directly percolates down to the lavel 

of the Bom~ay Office due to the absence of any 

clear-cut ~emarcation between these two units. 

2.20 One of the b2sic responsibilities of 

CentrCll Office is to reviSe the Exchange Control 

Mclnual and the 
Revision of Exchange 
Control Manual nnd 
Boak of Instructions 

Book of Instructions 

periodically and 

also to issue comprehensive amendment slips in 

respect of these primary publications at regul~r 



intervals in ordor to kGcp the operational instructions 

up-to-r.ate. The lost tditions of thesG ~ublicp.tions 

were iSSUGd in GArly 1971 and since th~n, many 

new instructions have bCln issued, as is evident 

from the followin0 flow of circulars : 

Year 

1971 

1972 

1973 

1974 

1975 
(upto 31st 
J\ugust) 

r:)tal 

EC/AD 

33 

72 

82 

III 

71 

369 

Nature 
CO -
43 

68' 

67 

71 

47 

296 

of Circulars 
BY SPA - -
31 4 

22 11 

31 3 

44 7 

32 6 

160 31 

PM 

4 

4 

15 

13 

11 

47 
==-========~=========================== 

The stock of the current edition of the Manual hAS 

been fully exh~ustcd. The Dc~artment is not in a 

position to su?ply even a single C00Y to authorisod 

dealers for their new branches or even to new 

Officers in thG Bank itself. Most of the Officers 

in the Bomb2Y Regi0nal Office and Central Office 

do not have CO~i8S of the new Foreign Exchange Regulation 

Act. Non-~vail~bility of theSG ~ublicatians 

containing fundamental regulations has become a 
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se riou s im;')cdiment for proper funct i:)ning of the 

Control. 

2.21 In view of these deficiencics, it has 

become imperative to reorganise the Department 

and tJ sim~lify the working nrocedures in order 

to securG better Qutnut and achieve a higher 

level of efficiency. 



CHAPTER III 

'P' FORM 

3.1 The Exchanqe Control Department carrieS a 

very heavy r~sponsibility, particularly in Bombay, 

Introduct ion 
in regard to the 

administrat ion' of 

'P' Form regulations. 'P' Form clearance is 

required by persons who desire to go abroad without 

obtaining any foreign exchange allotment from 

the Reserve Bank. The 'P' Form mechanism was 

introduced in its present form in June 1962 as a 

device to conserve the foreign exchange. 

3.2 With the deepening of the foreign exchange 

crisis in late fifties, the Basic Travel Quota 

(introduced at a modest scale after the Second 

World War. in the wake of comfortable exchange 

reserves and gradually raised to the limit of 

£.750/ _ once in two years) wa s withdrawn with 

effect from 1st January 1957 and a few other 

restrictive measures were also imposed. After 

withdrawal of the Basic Travel Quota, prior 

permission of tha Exchange Control on 'PI Form was 

made a pro-requisite for travel to U.S.A. and the 
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Phillipines, while travel without exchange to other 

countries continued to be free from any restrictions. 

Persons going to U.S.A. and the Phillipines under 

the "Guest Schemc~ on ths basis of hospitality 

extended by friends and relatives were eligible to 

get a nominal exchan~e. 

3.3 Despite the vcrious correctiv8 measures 

and an increase in ex~crts coupled with a decline 

in imports, the Balance of P2yments position 

continued to be unsatisfactory. A detailed exami­

nat ion of fore ign exchange rece ipts and payments 

under the head 'invisibles' W3S, therefore, under­

taken by the Reserve Banv. in 1962. It was estimated 

that the leakage of fore ian exchanqe through unaut­

hor ised channe Is on 2ccount of I inv is ible s' was in 

the order of ~.50 crores per year, of which Rs.10 

to Rs.12 crores w~s contrituted by travel alone. 

Nearly 60 per cent of the ~eorle had travelled 

without any re:ease of foreign exch3nge and 50 per 

cent of those travellers met their requirements in 

un unautho~is2d manner out of fore ian exchange which 

would have accrued to th(~ country by way of remit­

tances from non-r?sident India'1s towards maintenance 
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and other expenses. This view was taken having 

regard to the sharp fall in inward remittances 

which showed a reduction of about ~.35 crores 

under the sub-heads "money-order drawings" and 

"unclassified receiptst. between 1956 and 1961. 

Another consequence of this unauthorised travel 

was that the country was not getting its full 

foreign exchange earnings from the tourist 

traffic. Though the number of tourists visiting 

India over the period 1956 to 1961 had gone up from 

69,000 to 1,40,000, the actual foreign exchange 

receipts remained stagnant around ~.4.5 crores. 

This indicated that a substantial portion of the 

foreign exchange income which should have accrued 

to the country on account of the tourist traffic 

was also being diverted to the free market. In 

v iew of the se ind icators -larger number of 

travellers from India without exchange allotment, 

less flaw of inward remittances and stagnant 

income from foreign tourists des~ite an upsurge in 

their number - imposition of control on foreign 

travel was considered necessary. Accordingly, the 

Reserve Bank issued directions on 8th June 1962 to 
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all airline/shipping companies and travel agents 

that passages for travel abroad could be booked 

by them only if -

(a) the traveller had b2en granteo foreign 
exchange for travel abroad; or 

(b) the traveller had obtained SpE:': ific 
approval of the Reserve Bank on 'PI 
Form; or 

(c) the traveller was in the category of 
persons covered by any general oermission 
granted by the Reserve Bank. 

Commensurate with these general restrictions, the 

Bank also suspended the facility 0.£ booking 

passages for travel to U.S.A. and the Phillipines 

under the "Guest Scheme". 

3.4 It is the primary objective of IP' Form 

procedure to ensure that the living and incidental 

expenses of 
'PI Form Regula~ions 

persons travel-

ling from India for private purposes are met by 

their close relatives abroad (cut of natural.love 

and affection) and that such hosts are not compen­

sated by the travellers in any way Qut of their 

rupee or foreign exchange resources. Accordingly, 

the 'ap~roved' relatives whose sponsorship was to 
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be accented for 'P' Form clearance were initially 

confined to Ddrents, sons and daughters only. As 

this coverage of the acceDtable hosts was too 

restricted, it was gradually widened to include 

the traveller's or his spouse's brothers, sisters, 

uncles, aunts, nephews, nieces and ;JJrents-in-law 

in orde~ to mitigate hardshi~. In course of time, 

C]rand Darents and grand children and traveller's 

sons' and daughters' par~nts-in-law were also 

'jr,)uoht viithi<1 the ambit of apY)roved hosts. In 

othE;r words, -all conceivable relatives exce"t 

cousins are noW acceptable for the purpose of ,pt 

Form clearance. Simultaneously, certain regula­

tions exem0ting some categories of travellers from 

'PI Form formalities were evolved to make the 

procedure less irksome. With a view to liberalising 

the provisions still further, the Foreign Travel 

Scheme was introduced in March 1970, in terms of 

which ~ersons who have not gone abroad within a 

period of three years can undertake foreign travel 

without the requirement of 'P' Form. Under this 

Scheme, persons travelling by IncHan airline/ 

shippinq companies are eligible to obtain foreign 
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exchange to the extent ·)f U.S.$.lOO/-. 

3.5 Alth~ugh 'PI Form clearance is allowed only 

in cases where there is no direct or indirect 

Incons istenc 1e sl 
Abuses 

compensatory pay-

ment and the 

travellers have 

be'=n offered bonafide hospitality, there are quite 

a few areas where these ~asic requirements are 

i: G i,1q overlo')ked due to <::dministrative or other 

(1 ) 

(2) 

(3) 

Certain categories of travellers (c.g., 
those proceeding to Nepal or BangIa Desh) 
have been exempted from 'PI Form procedure 
altogether. Similarly, deck passengers 
travellinq to Burm2, Sri Lanka, Malaysia, 
Singapore, Pakistan, Persian Gulf Ports 
or East Afric2 are exem''')ted from 'PI Form. 
Despite th0 presumption that these 
passengers will travel only up to the 
specific destination, they can conveniently 
go to Qny other destination of their choice 
from these pl~ce5 without the knowledge of 
the Reserve Bank and thereby circumvent 'PI 
Form regulations. 

Air travel between Madl·as/Tiruchirapalli/ 
Tr ivandrum ()!1.d Colombo is exempted from 
the 'PI Form, but not travel between any 
other points in India and Sri Lanka. 

"Cousins" are not incl~ded in the enlarged 
list of ap~roved hosts a~parently on the 
assumption that compensatory puyments are 
involved in cases of such hospitality. 
Though their hospitality is not accepted 
even for short visits, students (including 
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those who do not satisfy the prescribed 
requirements for release of exchange for 
studies) are allowed to go abroad on the 
hosnitality of their "Cousins" for higher 
st ud ie s, invo Iv inq an est ima ted fore ign 
exchange ex~enditure of U.S.$.12,OOO or 
£.3,600 (plus tuition fees) for a four-year 
cOUrse. Similarly, hos0itality of friends 
is not acceptable for even casual visits, 
but it is apY"1roved when the hosting friends 
send remittances covering full passage 
fars (return) through normal banking 
channel. It is unrealistic to consider 
that any cousin or friend will layout such 
huge funds, particularly in these days 
of severe economic hardships round the 
world, for the traveller without any 
direct or indirect financial consideration. 

(4) lpt Forms for travel abroad to visit close 
relatives (viz., son, daughter, parents, 
grand parents, brother and sister) are 
normally aD~roved for a period of three 
months, where the travellers are not 
stated to be dependent on the concerned 
hosts. This restriction regarding period 
of stay has no meaninC) since no limit has 
been prescribed 3S to the number of such 
short-term visits to the same host. 

(5) Airline emnloyees are allowed to go abroad 
Oln the hospitality of their colleagues 
stationed abroad. A study covering a 
period of six months (1st August 1973 to 
31st January 1974) made in re spe ct of 
employee s of Air. Ind ia to whom I P' Form 
ap0rovals have been granted has revGaled' 
that 

(a) there is a disproryortionately large 
number of persons visiting Hongkong 
and Singapore as compared to other 
C"ountr ie s ; 
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(b) many sponsors are in receipt of low 
emoluments; and 

(c) Some em'Jloyces of ld;r-India abroad 
have S0onsored a very large number 
of co11ealues from India l17 employees 
have e~ch sDonsored between ~1 and 15 
persons, 7 employees have each sponsored 
betwesn 16 and 25 persons and one 
em010yee as many as 52 persons). 

As the travellers in such cases are likely to 
re sort to the unauthorised m"arket for meet ing 
their exchange needs, the procedure has since 
l-x);"n som(~what streamlined in consultation with 
Gov:2rn.),ent. 

3.6 These' inconsist(;ncies look inSignificant when 

the Fore i(j11 Trave 1 Scheme> is v iewed from the anCJle of 

IP' Forrn ~lrccerlUl'·2. /\ccording to the fundamental 

concept of 'PI For~ mech~nism, travellers may be 

permitted to. visit abr-=,~d for limited periods if 

there is absolutely no doubt about any compensatory 

paym~nts for the hos~itality 1nd if satisfactory 

documentary evidenco by way of affidavits from 

hosts ~re oroduced to the Reserve Bank in support 

of their financial standing. In these cases, it 

has also to be ensured that any tr~vel under 'PI 

Form will net directly or indirectly r2sult in 

delayed rec(:i,ts, or ner'ative the chances of recei~lts, 

of any foroign exchange or rUDee funds by any ~erson 

resident in India. But under the Foreign Travel 
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Scheme, no question is r2is8d (or sup90sed to be 

rJised) as to how the travellers will mGet their 

finQncial needs ~broad even if the concerned 

visitors stay abroad for an indefinite ~eriod. 

There are reasons to believe that persons going 

abroad under this Scheme resort to unauth0rised 

channels for meetin9 their exchange requirements. 

In fact, the dollar rate in the unoffici~l market 

~ent up to Rs.13.25 from Rs. 11.50 soon after the 

intrnducti8n of the Scheme and continued tG remain 

at a higher level as comp~red to the offici81 rate. 

The inwQrd remittances on private accounts also 

suddenly slumped from %. 139 crores in 1969 to 

~. 126 crores in 1970. 

3.7 The 'PI Form procedure has been subjected to 

various criticisms 
Criticisms 

from time to time 

as indicated below: 

(1) 

(2) 

The 'PI Form regulations, which permit 
travel only on the hospitality'of aporoved 
hosts,hav8 transformed for8i!)n travel 
into a ~)rivile!)e or a status symbol. 

The riaht to travel is a universal human 
urge and it is wrong to treat this normal 
urge of any )erson as a luxury. 
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(3) The 'PI Form reculations place a premium on 
dishonesty. Those who are pre':'"'ared to 
concoct evidence of hosnitalitv which falls 
within the dccGptal)l~~ categories are able to 
trave 1, wh ile ot11or s who may have offers of 
genuine h·.:spitillity Cilnnc,t do so because they 
do not fall within the; '.Jrescrlbed categories. 

(4) The 'PI Form restrictions have given~se to 
~ new class of touts and their stock-in­
trade co ns is ts of the ir kno'''' lerlQe of how be st 
to circumvent the re(]uIJtions. 

(5) Th2 'PI Form restrictions have seriously 
2ffected ,\ir.In rH:1's business. The restric­
tions have put ~ cur~ on the volume of air 
traffic ori--;inatinq in India and this has 
qre Jt I Y ro str icted - Air. Ind ia' s growth and 
0x~2nsion. By limitin~ the number of people 
Who can tr~vel nbro~d from India, the 'P' Form 
restrictions have led to fierce competition 
amon(,! the airlines to get a share elf the 
limited traffic. To secure a share of the 
limit·::;d :Jir trrlffi.c, a number of airlines 
are indulging in malpractices, particul~rly 
givinG rebatos on the fixed air fares and/or 
grantin'J unauthorised refunds abroad. The 
malpractices of airlines and travel agents are 
greatly a direct COnsequence of the 'PI Form 
ro str ic tic' ns • 

(6) The regulations contain sev::;ral exrressions, 
such as, "institutL)n outsi~e India as is 
acceptable to the Reserve 83nk", "the amount, 
which is in the nDinion of the Reserve Bank, 
adeouate for the IT!2.intenance of the traveller", 
"well-known trade union leader or labour 
leader", "person of sufficient status", "well­
known fore i'Jn or internat ion:11 organisation 
or chamber of commerce", "the traveller being 
noted for his work in connection with the 
ariv()nccrnent of erlUC.:::lt ion", ·'such other person 
speciftcally approved by th2 Central 
Government", "an 2rt iste or musJ.c J.an of- . 
~ d" M ,t ~ ~ h " "t s "a n J.ng , G c. ".n" SUC, expre ss J.on5 <J J.ve 0 
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the Reserve Bank/Central Government unlimited 
discretion to distinguish between individual 
cases on the basis of their oWn view or 
knowledge. 

The 'P' Form restrictions have been i~posed 
on fore ign exchange grounds. Where inv ita­
tions are received from foreign Governments, 
acceptance of such invitations has to be 
anproved by the Centra130vernment. Since 
there is no question of leakage of foreign 
exchange even indirectly, the consideration 
is larqely from angles other than that of 
foreign exchange. If there are political 
considerations: the Ipl Form is not the 
right instrument to decide as to whether a 
foreign Government's hospitality should be 
made use of by an Indian or not. There is 
a tendency to secure all miscellaneous 
Government objectives through Ipl Form. 

The one ground on which Ipl Form restrictions 
have been defended from time to time is by 
?leading that even the purchase of a ticket 
involves forei~n exchan0e. In the case of 
inaugural flights passage is free. When an 
airline has an inaugural flight and offers 
hospitality to the passengers, it is not 
proper for the· Exchange Control to say that 
they must belonq to a narticular vocation 
such as journalists, travel agents or 
hoteliers catering to the airline concerned~ 
etc. and should not include professors, 
wives of businessmen, etc. 

The 'P' Form rstrictions do not nermit 
unfettered personal contacts or interchange 
of ideas with foreign technicians, intellec­
tuals, professionals, or artistes, thereby 
blocking the avenue of advancement of 
knowledge and culture or for fostering the 
spir it of e nterpr ise <1nd innovat ion. 
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(10) A great deal of emphasis is placed on the 
development of tourism in India. Int<=!rna­
t ional tour ism is a two -way traff ic • If 
Indians are unable to travel abroad because 
of 'PI Form restrictions, th<=! expected 
inflow of foreign tourists into India may 
not material is<=!o 

(11) The fact that getting out of India is so 
difficult discourages Indians li'ing abroad 
to return to India even to explore the pos­
sibil.ity of working in India because they 
think that once they are back to the country, 
their movements will be restricted. The 

~exercise of control on the normal movements 
of persons shake s the conf idence of non­
resident Indians and affects adversely the 
flow of remittances to India. 

3.8 Apart from the basic inconsist<=!ncies in, or 

the criticisms against, the 'P' Porm procedure, the 

Exchange Control 
Administrat ive 
Difficulties Department is 

facing considerable 

difficulties in administering the regulations. 

Though the Bank should be mainly concerned, as the 

Central Banking Institution, with the formulation 

and direction of the principl;s and proc<=!cur<=!s in 

broad terms, the 'PI Form restrictions have brought 

the Department to a stage where more and more 

individual problems are to be tackled on a day-to-

day basis. An intensive involvement of this 
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magnitude has obviously caused a shift in emphasis 

from the pr imary objectives to the secondary 

objectives of the Control. A disproportionate 

amount of time and energy of the officials of the 

Denartment is absorbed in dealin- with 'PI Form and 

FTS apnlications which, as a rule, have to be dealt 

with ur0ently. Consequently, the Deoartment is 

sometimes unable to bestow adequate attention to 

imnortant cases in which large sums of for2ign 

exchange are involved. Over a decade, variou~ 

distortions have grown in the Deoartment and the 

science of the Control administration has gradually 

given way to its rituals. 

3.9 The main document on the basis of which 'PI 

Forms are anproved for visits to close relatives 

either on a short-term or a lonn-term basis, 

accounting for about 40 per cent of the total 'PI 

Form applications, is the Sponsorship Affidavit, 

which is required to be sworn by the concerned 

host before a Notary Public or a Diplomatic 

Personnel of the Indian Mission abroad. Quite a 

large number of affidavits received with 'PI Forms 

in the Denartment are countersigned by Notaries 



Public and the dealing officials have no means to 

verify the genuineness of the affidavits. At 

times, cables are produced in SUDPort of 'P' 

Forms to the effect that the approved Los~ ":.J~ 

met with a serious accident", or "has tay.~n 

seriously ill" or "is undergoing a major opera­

tion" and that the presence of the traveller is 

absolutely necessC1ry. In these cases too, it 

is difficult for the officials dealing with "P' 

Forms to ensure that the cables produced are 

nnt concocted ones. This is not to say that 

'P' Forms are not scrutinised carefully or proper 

checks are not adopted. But it is difficult to 

say witb any certainty that all the 'PI Forms which 

are approved in the Department are sup~orted by 

genuine documents or disclose the genuine reasons. 

3.10 The licensed airline/shippinq companies 

and travel agents have been permitted to print 

the 'P' Forms in the prescribed form for sub-

miss ion to the Exchange Control Departmer ,. The 

existing procedure of givinC) approvals on 'P' 

Forms with a rubber stamp does not, therefore, 

provide adequate safeguard. Besides, the chances 
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of forging tho signntures of the passing officials 

or affixing altogother fictitious signatures on 

'P' Forms cannot also be ruled out as specimen 

si~naturos of tho authorised officials are not 

sUr)~lied to the a irl ine/shi';J'!ing companie s or 

travel agents. (Tho specimen signatures of the 

authorised officials are now being circulated 

0:TIOnr:st authorised dealers). It is qUite likely 

that·some unscrupulous Dartios may take advantage 

of the SO loopholes. In fact, there were instance s 

wi10re tic kets had been booke d aga inst forged 

'P' Forms. 

3.11 Unde~ the Forei0n Travel Scheme, persons 

Who have not gone abroad for a period of three 

ye2rs, ca!1 undcrt2ke Cl foreign tri':, of the:ii.r 

choice without the requirement of 'P' Form. The 

fact whether a particular applicant has gone abroad 

or not within the prescrib(.::d period is verified 

with reference to his pass0ort. In case any 

tr~veller produces an affidavit with his FTS 

ap~lic2tion stating tho reason for his inability 

to produce his nrev ious oass'''''ort and aff irming 

that he has not gone abroad during the last three 
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years, and if his renewed or du~licate pass~ort does 

not bear any ce~tificate of the Passport authorities 

re CJa:;:-d ing the date of his rO -e ntry into Ind io from 

abroi'l-J, the Denartment has hardly any oi'tion but to 

d?'~rOVe the appl icat ion. It is not improbable that 

dishonest travellers may attempt to get over the 

three-year rule by resorting to such malpractices. 

3.12 At the time of approval of 'P' Forms, the 

period of .stay of the traveller is stipulated. But 

the Department has no machinery to follow-up the 

cases effectively in order to see that the 

travellers have indeed adhered to the stipulation 

regarding the period of stay and/or to go into the 

question of source of finance in cases of overstayals. 

In certain cases, approvals are given subject to 

production of some specified documents within 

specified periods. It has also not been possible 

for the Department to pursue these cases p~operly. 

3.13 Consequent on the introduction of travel 

restrictions, there should have been normally 

downward trends 
Impact of 
'pi Form in respect of 

outward move-

ment of persons from L~dia and remittances of surplus 
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passage fare and freight collections (passage fare 

collections roughly account for 40 per cent of the 

tota 1 collect ions) by fore ign a irl ine/sh ipping 

companies. There have, however, been continuous 

increases in the outward flow of both men and money 

from India, as may be observed from the undernoted 

tables: 

TABLE lA' - 'PI Form/FTS Applications Approved 

-.---------------------------------------------------~-No. of I pI No .of FTS 
Year Forms applicat ions Total 

{1} 
approved 

{2} 
approved 

{3 } {4 } 

1962 26,608 (June - 26,608 
December) 

1963 56,238 56,238 
1964 45,776 45,776 
1965 49,2nl 49,201 

1966 51,693 51,693 

1967 59,138 59,138 
1968 59,418 59,418 

1969 61,071 61,071 

1970 48,987 29,698 (March - 78,685 
December) 

1971 64,039 42,160 106,199 

1972 59,703 49,794 109,497 

1973 67,507 43,679 111,186 
1974 79,142 50,299 129,441 

~-----------------------------------------------------
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T tJ3lE IB I 

Surplu~ Funds Remitted by Foreign 
Airline/Shipping Companies 

Year 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

Remittance 5 
allowed 
(Rs. crore 5) 

25.0 

23.0 

22.0 

21.9 

26.9 

32.8@ 

34.9* 

@ Docs not include data pertaining to 
Calcutta Office for the perioG April 
and July-December 1972. 

* Does not include data pertaining to 
Calcutta Off ice. 

The above data would show clearly that the 'PI Form 

orocedure has failed to produce the desired 

deterrent effect on the foreign travel of Indians 

'Nithout any allotment of exchange from the Re serve 

Panke On the other hand, there has been an increase 

in the num;x~ r of trave llers since the introduct ion 
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of Foreign Travel Scheme. Pari passu, remittances 

by the foreign carriers shot up by more than 50 

per cent between 1970 and 1973. It will not be 

unreasonable to believe that despite tho regulatory 

provisions, more and more people are veering round 

the unauthorised market to meet their foreign 

exchange needs_ 

3.14 ~s larger number of Indians are going 

abroad in recent years for employment, emigration, 

etc., there should have been a proportionate increase 

in the inward flow of funds on private accounts 

(family maintenance, migrants' transfer, money-

order drawings, missionary remittances and unclassi­

fied receipts). Similarly, with the progressive 

increase in the number of foreign tourists, earnings 

from tourism should have recorded a proportionate 

rise. But it is, however, observed that these 

trends have not generally been maintained as per 
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the figures given below: 

Inward No. of Earnings 
remittance s foreign on account 

Year on private tour ists of tourism 
account visiting (~.crores ) 
(Rs. crores) India 

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

1967 102.9 1,94,060 22.32 

1968 123.8 2,27,957 25.13 

1969 139.3 3,14,407 32.09 

1970 126.2 3,62,616 29.51 

1971 : 148.0 3,24,921 30.22 

1972 150.0 3,39,905 35.80 

Perhaps, a good portion of the funds generated by 

non-res ident Indians and foreign tourists is be ing 

absorbed on a compensatory basis by the resident 

Indians for meeting personal expenses in the course 

of their foreign trips and for financing the 

smuggling operations. 

3.15 Now the question arises as to Wh,~ther the 

'PI Form procedure can be made more strir.ol?r.t in 

order to restrict the travel without exch2nge, 

particularly on the basis of hospitality of indivi­

duals. In the context of progressive relaxations 

over the years, the reply seems to be a clear 
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negative. Under the existing regulations, any 

person who has the willingnes~ to go abroad and 

has also the requisite rupee funds (accountable or 

unaccountable) is able to present readily an 

acceptable 'PI Form application. As a matter of 

fact, about 99 per cent of the 'P' Form applica­

tions are bein~ cleared in the usual course. People 

are go ing and will go abroad so long as they have 

easy access to the unauthorised market and have 

othe~ incentives fo~ such visits. Having regard 

to the experience acquired over a long period of 

thirteen y9ars, it is considered that 'P' Form 

mechanism is no longer a strong weapon to prevent 

diversion of foreign exchange to unauthorised 

channels. It has, therefore, been necessary for the 

Govcrnrnent/Reserve Bank to look for other remedies 

to cure the ills. 

3.16 With a view to plugging the leakage of 

exchange through trade channels, making dealings 

in unauthor ised 
Measures to Check 
leakage of Exchange foreign exchange 

markets difficult, 

div2rting funds to official channels and curbing 

the smuggling activities, several administrative 
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and Ie g islat ive mea sure s have bee n introduced in 

the recent past. 

3.17 During the last 4/5 years, several steps 

have been taken administratively by the Exchange 

Control Department, either on its own 

light of the recommendations of the 

or in the 

Study Team on 

"Leakage of Foreign Exchange through Invoice 

Manipulations", to prevent malpractices of unscru­

pulous importers and exporters. 

3.18 Since under-invoicing of exports and over-

invoicing of imports are the usual modes for 

diversion of exchange to unauthorised channels, 

more powers have been acquired legislatively through 

the Fore ign Exchange Regulat ion Act, 1973, to deal 

with such cases effectively. In order to check 

leakage of foreign exchange arising out of tourism, 

a new provision (vide Section 15 of FERA, 1973) 

has been made empowerinq the Central Government to 

direct payment in foreign exchange by persons, 

who are on visit to India, for discharging their 

liabilities. Administrative instructions have 

been issued by Government to all hotels that pay­

ments from foreigners and ·also non-resident Indians 
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should be received in foreign exchange only. On the 

basis of the recommendations of the Law Commission 

on "Trial and Punishment of Social and Economic 

Offences", several new provisions have also been 

made in the same statute to stre~gthen the Enforce­

ment Mach inery and to prov fae for more str inqe nt 

punishments to act as a deterrent. 

3.19 lh order to check the smuggling operatio~s 

and to ensure that the foreign exchange dues to the 

country are not lost, a new legislation entitled 

"Conservation of Fore ign Exchange and Prevent ion of 

Smuggling J\ctivities J\ct, 1974", has been passed. 

This Act empowers the Central Government to detain 

any person who is suspected of indulging in 

smuggling activities and tc initiate other deterrent 

me asures • In fact, Government have already 

launched their offensive against the smugglers under 

the new legislation in an extensive manner. 

3.20 Coupled with these preventive and punitive 

provisions, some incentives have been offered to the 

non-resident Indians for makinq remittances to 

India through official channels. Non-residents of 

Indian nationality or origin may open special 
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accounts, sbfled "Non-resident (External) Accounts", 

with banks in India by remittances from abroad (or 

with remittable rupee funds) with two major benefits 

that (i) funds lying in such accounts can be 

repatriated from India freely without the prior 

approval of the Reserve Bank and (ii) interest 

accruing on these funds is exempt from Indian taxes. 

With the increasing interest rates on deposits, the 

number of such accounts has grown from 1,210 at the 

end of December 1970 to 20,000 at the end of 

December 1974 and the balances from ~.1.3 crores to 

~.28.03 crores during this period. To make the 

Scheme more attractive, it has since been decided 

to permit opening of such accounts in designated 

foreiqn currencies. Government have also evolved 

special schemes under which private vehicles 

(motor cars and scooters), an important agricultural 

input (tractors) and a key raw material (cement) are 

allotted on a priority basis against inward remittances. 

3.21 Some liberalisat ions have been .. ade in 

the fie Ids of inve stments. Non-re s ident Ind ians 

are freely permitted to make investments in proprietor­

ship/partnership firms or in orivate/public limited 
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comoanies for the purpose of trading or non-trading, 

industrial or manufacturing activities, with 

unrestricted freedom to utilise the capital So 

employed and the income arising out of it within 

India only. A decision has since been taken to 

allow investments by non-residents of Indian 

nationality or origin in selected fields upto 20 

per cent of the share caDital with the right of 

repatriation of income and capital from India. 

3.22 As a cumul~tive effect of all these 

measures, there should be more inflow of funds 

through official channels. Though no precise 

f igura s are ava ilable, it is estimated that remit­

t?nces from abroad are now more by about Rs.10 crores, 

on an average, per month, as compared to the 

previous year. There is another redeeming develop­

ment. The unofficial exchange rate, which is also 

an important ind icato:r; has also come down 

cons iderahl y. The rate was stated to be Rs.8 .50 per 

dollar in the unauthorised market in November 1974 

as against the off ic ial rate of Rs.8 per dollar. 

It is reported that the gap has still narrowed down 

in the subsequent months and in fact, there is at 
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present practically no demand for foreign exchange 

in the unauthorised market. 

3.23 Apart from the question of efficacy of the 

, P' Form procedure, it is nece ssary to be consc ious 

PT'ojection 
about an 

organisational 

problem. The number of 'P' Form/FTS cases has 

increased by more than 112 per cent from 61,000 in 

1969 to 1,29,000 in 1974. Of the total volume, Bombay 

and New Delhi Offices bear a disproportionately 

he0.vy burden, accounting for 46 and 32 per cent 

3l)"roximately. If the volume grows at this rate, 

these two Offices will have io be expanded enormously 

within the next five years only to handle such cases. 

Obviously, this will be a severe constraint. 

3.24 It may not, therefore, be worthwhile to 

co nt inue the 'P' Form procedure. In t he eve nt of 

such a decision, two alternatives may have to be 

considered. The first alternative is to abolish 'PI 

Form and re-instate the Basic Travel Quota. It 

would have been an ideal situation if the pre -1957 

scheme under which one could get as much as £.750/-

once in two years for fore ign travel by merely 

call ing at a bank and produc ing his passport could 
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be restored. Obviously, the present foreign 

exchange position will not simply permit such 

a luxury. It wa s h inte d some ye ars bac k that a 

smaller Basic Travel Quota of £.50/- to £.75/­

could perhaps be introduced. T.c Study Team 

considers that the size of the quota should be 

sufficiently large to meet the needs of an average 

middle-class traveller for a month and perhaps an 

amount of £.400/- ~hich is less by £.50/- than the 

amount (©£.15 per day) admissible to the travelling 

salesman or persons on study tour for a month! 

should be the optimum. 

3.25 There is, no doubt, some improvement in the 

exchange position, but it is still not very 

dependable. Exports recorded an appreciable rise 

to about Rs.3,304 crores during the financial year 

ended 31st March 1975, but imports also shot up 

from Rs.2,925 crores to Rs.4,349 crores durinq the 

same period. The external debt of the Central 

Government which amounted to ~.5,830 crores at the 

end of March 1974, moved upto Rs.6,382 crores 

(estimated) at the end of March 1975. The overall 

exchange reserves (includinq 'Gold' and SDRs) of 
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the country, which stood at &.947 crores at the 

end of March 1974, want up marginally to &~969 

crores 2t the end of March 197~ even after a year 

of record eXDorts. It is 1 ike 1 y that the debt 

repayment programmes will be rescheduled and 

higher import commitments may have to be marie 

during the next year due to various uncertainties. 

According to an expert opinion, the question of 

introduction of a Basic Travel Quota can be consi-
" 

dered only when the foreign exchange reserves 6~ 

the country become equal to the requirements for 

imports over a period of at least 4 to 6 months. 

R will not, therefore, be'prudent to make any 

public commitment regarding re-iAtroduction of 

Basic Travel Quota at this stage. It is also 

doubtful whether any provision for a Basic Travel 

Quota even for a small amount would'now be 

accepta~)le politically in the (mtext of tre 

present economic situation of the country. 

3.26 The second alternative is to' abolish 'PI 

Form altogether and make travel abroad without 

exchange release free from any restrictions. This 

would be going back to the position prevailing 
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during the period 1957 to 1962, when travel to the 

then Non-Dollar !~ea was free from restrictions. 

It would also be tantamount to the removal of 

ceilinq 3S to the number of visits presently 

permiss iblo ·und·2r the Fore ign Travel Scheme. It 

~ay he recalled that one of the presumptions on 

which this Scheme has been evolved is that normally 

people, who can afford to go abroad, would be able 

to count on sor,~e hospitality. Persons going abrpad 

either with 'P I Form approval or with exchange 

allotment are permitted under the existing rules to 

S~Jenc1 additional 15 days either to make en-route 

halts or to visit nearby countries. In these cases, 

no questions are asked as to how the traveller has 

financed his extend2d stay. 

3.27 In case 'PI Form procedure is scrapped 

altogether,. there may be an immediate spurt in 

foreign travel due to the release of the pent-up 

demand. It is, however, felt that in view of the 

existence of the Fore ign Travel Scheme over a period 

of five years, the urge for foreign travel for 

purely social or cultural pur~oses has been met to 

a considerable extent. Besides, the various 
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prevent ive and ?unit ive me<Cl.SUres initiated by Govern­

ment will have a salutory im',':'lact on other elements 

who undertake foreign travel for smuggling or 

speculativp. pur""loses. There are positive signs that 

such operators <Cl.re reluctant to take chances. In 

addition, there are also econ()mic factors -high 

international transport costs (return passage fares 

fer Economy Class tickets from Bombay to London and 

Bombay to New Yor k an'Jrox imate 1 y amount to Rs. 9,600/­

and Rs.14,000/- respectively at present) and increased 

cost of living abroad -which will keep down the 

level of foreign travel even in a control-free 

situation. It is, therefore, anticipated that due to 

the resultant action of all these factors, there vlill 

not be any significant increase in the number of 

persons travelling outside India consequent on 

abolition of 'P' Form. 

3.28 The impact of abolitioh of 'P' Form in terms of 

direct foreign exchange exnenditure would be almost 

nil because the travellers will not be given any 

foreign exchange. Since the Foreign Travel Scheme will 

olso have to be revoked at the sa~e time, there will 

rather be some saving 0n this account. The yearly 
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average number of travellers under this Scheme for 

1972, 1973 and 1974 Was 47,924 and out of them~ 

roughly 50 per cent -:ravelled by tlir India. By 

withdrawing the U.S.$ 100 facility, the foreign 

exchange to the extent of Rs.216 -:"akhs approximately 

will be saved per annum. There may, however, 

be marginal increase in foreiqn exchange expendi­

ture on account of passages booked with foreign 

airline/ship'")ina companies. As it is, quite a 

sizable number of passenqers travel by foreign 

airlines. The hundred_dollar facility given under 

the Foreign Travel Scheme has not induced many 

travellers to go by Air India as they have been able 

to attract only about 50 per cent of the travellers 

proceedinq under this Scheme. Their share in 

respect of travel on 'PI Forms is still less, 

accounting for only 40 per cent of the total. This 

large -sc ale divers ion of air traff ic from the 

national carrier is perhaps largely due to the 

malpractices renorted to be indulged in by some 

foreign airlines. 

3.29 In order to curb the malpractices of 

foreign airlines, a few administrative measures may 



70 

be introduced. It is renorted that many foreign 

carriers, ~articularly the airlines belonging to 

the Mid~le East countries, allow considerable 

discounts to the passengers despite prohibitory 

rules of, and vigilance by, the InternatiJnal Air 

IransQort Association (mIA). Under the new 

Foreign Exchange Regulation Act, the Reserve Bank 

has been ve$ted with powers to conduct inspection 

of books and accounts of airline/shipping 

companies and travel agents. A system of inspec­

tion by the Reserve Bank may accordingly be 

evolved at the earliest opportunity. Secondly, a 

new regulation directing that all persons booking 

passages against payment of fare in RUpees should 

pay the amount by means of crossed cheques may be 

introduced. The foreign-going passengers are 

usually quite affluent and it is not unreasonable 

to expect that all of them should Dave bank accounts. 

It is considered that with the introduction of these 

two measures, the malpractices indulged in by the 

foreign airlines will be checked to a great extent. 

3.30 Along with these preventive steps, a 

further direction may be issued indicating that 
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: persons who desire to undertake foreign travel by 

"air against payment of fare in Rupees, without 

obtaining exchange relaasc from the Reserve Bank, 

must trav2l by Air India (Indian Airlines in the 

case of travel to the neighbouring countries). 

Those who are allotted exchange will have, however, 

the freedom to travel by any carrier of their 

choice. (This restriction need not be made appli­

cable to the journeys by sea as such cases will be 

rather few and Indian ship?inq lines have not so 

far been ab12 to eXDand their passenger services in 

a big way). In the event of such an arrangement, 

there will be generally a saving in regard to the 

remittance of passage fare collections by foreign 

airlines and Air India will also have the 

assurance of patronage by a sizable" group of 
" . " 

passengers. Still there will be some foreign 

exchange eX0enditurc on account of the coupons 

uplifted by foreign carriers to enable the 

travel18r to visit places, which are not served 

by l'dr Ind ia. Th is fore ign exchange expend iture 

may not, however, be sizable. Such a restrictive 

provision may, ~n doubt, evoke some criticisms from 
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foreign Governments/airlines. But the discrimination 

between the travellers proceeding abroad with exchange 

relectse and the travellers proceeding abroad without 

exchange relGase can be justified on the grounds that 

in the former category of cases, the essentiality of 

the visit is established by GovernmentjReserve Bank 

after taking into account various relevant factors and 

that it is reasonC'lble and proper, in the interest of 

the Control, to avoid to the possible extent foreign 

exchange expenditure on account of those persons who 

decide to go abroad for unapnroved purposes. It may 

be recalled that at the time of introduction of the 

hundred-dollar facility to induce persons to travel by 

the national carrier, the question whether this ste~ 

would either violate 2ny lATA Regulations or expose 

Air India to retaliatory measures by other countries 

wa s examined. It was expla ined by flir India that 

ItIT!\ would be in no way concerned as it would be a 

Government directive and that they did not expect 

any retaliatory measures as most developing countries 

did take me 2 sures in some form or other to support 

their OWn carriers. Although the Reserve Bank 

and GoVernment have received several complaints from 
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foreign airlines and foreign Embassies against the 

discrimination, the facility has been allowed to 

continue by Government. Even under the current 

regulations, 'P' Forms in res 1,)ect of certain 

ci1teqorie s af passengers (i.e. non-residents of 

Indian nationality or origin paying passages out of 

their non-resident/blocked/NDRS Special Accounts) 

are C)pprov'-=~i only whon they travel on a national 

carrier. 

3.31 After careful examination of the whole 

issl.~, it is felt thi1t, on balance of considerations, 

it would be better to abolish 'PI Form altogether. 

The !\dministrCltive Reforms Commission also made the 

same recommendation as far back as in 1968. Consi­

derable protective measures have been taken since 

then. Even if some loss of exchange happens in the 

initial phase after the removal of the 'PI Form 

Control, it will be only marginal. On the other 

hand, this relaxation will remove much of tension 

from the Exchange Control Department, make the 

Control more effect ive in the core ,1reas and will 

generally 2ppeal to the members of the public. It 

may be reasonably anticipated that the overall 
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impact will be wholesome. As this question has to 

be finally decided on a political plane by 

Government, a reference may be made to New Delhi 

onl y if the Mint Road concurs with th is v icw. 

3.32 We, therefore, recommend that -

(1) 'PI Form may be abolished; 

(2) the question of imoosing restric­
tion that air travel from India 
without exchanqe will be ?ermitted 
only by Air India/Indian Airlines 
may be examined; and 

(3) the hundred-dollar facility may 
be withdrawn. 
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CHAPTER IV 

GR FORi'A PROCEDURE 

4.1 In the entirG spoctrum'Jf Exchange control, 

Exports Section is placed at the focal point. The 

work ~f this section 
Introduct ion 

has assumed a 

particular significance in the context of the r??idly 

rising exports. Due to various promotional measures 

initiated by Government, Reserve Bank and other 

allied institutions and also favourable developments 

abroad, t here has be en a sharp incre as e in exports. 

During tl,1e last year, the exports amounted to about 

&.3,300 crores representing an increase of 31 per 

cent over the preceding ye are Government have 

targetted a growth rate of at least 10 per cent in 

exports for the current year. It is anticipated that 

the total value of exports from India will be around 

Rs.5,000 crores per annum in about 5 years' time. 

4.2 With the increasing exports, it has become 

particularly incumbent on the Exc~ . .3.nge Control 

Department toe ns UD2 that procee ds of all exports 

from India am re alised wi thin t h0 st ipulated time 

in the prescribed manner and also to actively 

follow-up the Cases of default. These tasks, which 
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are mooted with the objectives ~f mopping up of 

exchange earnings by exports and preventing 

leakage of exchange by unscrupulous exporters, 

are performed through what is known as 'GR Form 

Drill' • 

4.3 Under the mechanism of GR Form drill, 

original GR etc. Forms are received by the Department 

from the Customs/ 
GR Form 
Procedure Postal authorities 

immediately after the 

export. The relevant particulars declared by the 

exporters on the original forms are, in the first 

instance, required to be verified with those a~pearing 

on the duplicates as soon as the latter forms are 

received from authorised dealers after the shipping 

documents arc negotiated or sent for collection. 

This initial verification is undertaken in order 

to ensure that the; documents 0'; title to the exported 

·merchandise have gone into authorised banking' 

channel. This exercise is supposed to be completed 

within 5/6 weeks from tho date of shipment as the 

documents should be lodged with authorised dealers 

by the exporters within three wecks. Offices arc 
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exp,2cted to pursue the exporters expeditiously if the 

dupli.catcs arc not received, f"rom authorised .dealers 

wi t;1in the prescribed time. After the duplicates are 

received, Offices await the triplicate forms which 

arc sent by authorised dealers with necessary 

certification regarding rG:alisation of the export 

value (and with account sales statements in the Case 

of exports on consignment basis). The triDlicate GR , 

etc. Forms, when received. arc verified with the 

originals/du:)licates and if t;1CY are found in order, 

the follow-up procedure is treated as closed. As the 

export proco~ds arr~ required to be repatriated within 

six months from the date of shipment, the Bank chases 

tho concerned authorised dealers/exporters where the 

triplicate forms arc not received within, or 

immediately after, the stipulated time. These tasks, 

though apparGntly simple, are tremendously significant 

in the wider perspective. 

4.4 Of the various Regional Offices, the 

Bombay Office carries the maximum burden in this 

Work Load in 
Ii'~f!1b a1. Of ±..~ 

re: 0 ard • The 

re:lcvant data 

indicat ing the 

position of this Office vis-a-vis the all-India 
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position arc: indicat,;d oe:loliJ : 

A. No~} ~xportc r~ 

As on Number Pcrcenta~e of 

--OJ - AI I - !ncrra-'--g o~:~! 
~ ==C 2t-= -C3 ._ 

l~l. (4)~~------ _._---
30- 6-1973 42,159 11,845 28.1 

30- 6-1974 49,469 13,678 25.6 
30- 6-1975 53,987 14,636 27.1 

B. Number of GR etc. Forms received by the Reserve Bank ------ --~--- --'_.- -.-~- ... ---.-. --- - _.- -- ----- ------ ----- ----- ~ - - ~-- .. 
.. ~ _______ ... r.a_ ..... _ ... _ •• _____ ~ ........ ___________________ ..... __ r. _ •• _~_ ....... __ .... _~ .. ___ • __ 

Period 

1970 

1972 

1974 

i-Ji1tu re 
of 
Forms 

GR 
Others 

Total 

GR 
Others 

Total 

GR 
Oth2rs 

Total 

Bombay 

4,64,953 
67 345 ____ .L_~_ 

~!:~~:!~~~ 
4,45,299 

55,170 -.... _-, ...... _-
5,00,469 
======== 
5,45,454 

61,866 ----_ .. _---
=g:!~1:!~~Q 

Othcr 
Offices 

6,22,344 

!.L~§J.~!Q 
~J..:Z~!.~~1 --------
7,20,805 

~!~2!.~~2 
8,61~235 ====-=== 
6,31,311 

!Z.~~L~~~ 

Total 

10,87,297 
2 23 555 __ .L __ .L ___ 

~~!::~~!~~~ 
11,66,104 

-~!.~~!.~~~ 
13~61,704 ==-====== 
11,76,765 

2 08,321 __ l ______ 

7,:Z7,766**13,85~0§6 ==-===== =====-=-= 

40.6 

36.7 

43.8 ==== 
~* Figurcs relating to Calcutta Office for the 

period Novcmber-DcGcmber 1974 and to other 
Offices for the: monthJf December 1974 not 
included. 
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c. gealisation of eX.E.0rt proceeds* _._-_._---_._- -~ 

(riS. in crore s) 

YC:ar All-India Bombay percenta~e 
(3) to ( ) 

.J}'l. ___ J}) (3) ~4l 

1971-72 1564.08 615.81 39.4 

1972-73 1844 .94 792.61 43.0 

1973~74 2405.96 1136.87 47.3 

* Figures tabulated on the basis of returns 
received fr~m authorised dealers. 

of 

4.5 Having re gard to tho growing tempo of exports, 

ti1e I Grt F:)rm Drill' has been reviewed from time to 

tiQo. The procedure, involving the physical matching 

of forms at 

the original-

duplicate and 

original/duplicate-triplicate s·c().ges, recording the 

ro cci pts of forms in Not ing K,--,gisters by thimble 

system and coding of ~nly the duplicate forms, 

w ().s in vogue sincQ the; ince pt ion of t he Control till 

mid-sixties. As, however, major variations had then 

been noticed between the declared value and roalised 

value of C: Nports J t he procedure was r0vie\iv'(:d towards 

the end of 1965. It was decided thRt the data 

available from all the three copies of GR etc. Forms 
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would be coded separat21y. Since the follow-up 

measures were also found to be unsatisfactory, a 

further decision Was taken that reminders to the 

defaulting ex~)orters and/or th2ir bC'\nkers wou ld be 

issued with the help of machines. (This dccision 

wQs revoked subsequently as a result of protests 

by the Employecs! Association). The system of 

physical matching of the forms and recording the 

receipts thereof in Noting Regist~rs remained, 

however, unchanged. Since the 1965-proccdure Was 

found to bo still inadequate for an effective follow­

up action, a furtmr review' WaS made in 1970. The 

major changes thcn introduced may be broadly 

summarised as under : 

(1) 

(2) 

(3 ) 

(4) 

Discom. inuancc of physical matching 
of forms; 

Discontinuance of recording the receipt 
of f8rms (original/d'Jplicu.tc /tri:.')licate) 
in the Noting RLgistcr; 

Introduction of COfi1putl!risecl control 
shcets containing the.: relevant details 
fr0m the originals; 

Arrangements for storage of for~s in a 
so rial order ')n a mont hly bas is according 
tu tit:} dat2 of shipment (inste:ad of on an 
annual basis according to the sarial 
numbe r) ; 
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(5) Scrutiny of duplicate forms with reference 
to the control sheots (and not the original 
forms) ; 

(6) Writing of objection memoranda by Staff 
Officers, conducting SCL.rt~;1y :;f d·;~:"l.icate 
forms and initiat ing corre spondence with 
the concerned exporters/authorised dealers 
on the basis of these memc::.:anda; and 

(7) Scrutiny of triplicate forms by reference 
to the entries recorded on the face of 
the forms without linking them with the 
relative originals/duplicates. 

4.6 The revised procedure has nJt been implemented 

by the Calcutta Office due to the resistance of ti1e 

W orki~ of the 
19/0 Form 
Procedure 

Employee s' 

As soc iat ion 

and has also 

failed to make any mark in other Offices (including 

Bombay) where it has been implemented in principle. 

The computerised control s;lects, which form the basis 

of the follow-up work in the new system, are xc ce ived 

in bulk from the Machin~: section (Dcpartrr:cnt of 

St atistics) after 4/5 months mainly on account of 

delay in submission of the code s.leets by the 

Regional Offices. In view of the time-lag and the 

difficultie s in handling ti1e voluminous sheets and 

duplicate forms for the Puri)ose of comparison, 
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tremendous arrears ~ccumulated in Offices. No Office 

could issue reminders in respect of the outstanding 

duplicates or letters for rec:,nciliation of dis­

crepancies relating to the duplicate forms, if 

received, within 6/8 months (against the normal 

period of 5/6 weeks) from the date of shipment. 

The very purpose of the duplicate exercise was 

completely lost due to such an abnormal dulay. 

Secondly, the success of tho new procedure depended 

partly ~.m the performance of the machines and partly 

on human efforts and the two sides could never be 

properly co-ordinated. Thirdly, the Balance of 

Payments statistics got distorted due to uneven 

flow of data from the Calcutta Office and other 

Offices. Fourthly, the position of follow-up 

work in the various Offices (including Calcutta) 

always remained at different levels, making an overall 

as sessment extremely difficult.. Fi fthl y, the 

triplicate exercise, which was initiated on the basE 

of the computerised informaticn, did not also work 

well and various confusing ropliQS were being received 

from authorised dealers duo to inaccuracies in the 

data sup~lied by the machine. In addition, the 
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Bombay Office (perhaps other Offices also) was 

generally under-staffed during all these years. As 

a resultant of all these factors, the grip over the 

follow-up work in the Exports section was lost 

gradually and the Department Was exposed to an 

extremely vulnerable position. 

4.7 In view of this unsatisfactory state of affairs, 

various studies were undertaken by the Department either 

independently or conjointly with the Organisation & 

Methods Division during the last few years to find a 

workable solution. Unfortunately, no tangible 

decision has been taken to overcome the impasse. In 

order to prevent further deterioration, the Bombay 

Offi ce has reverted, aiJparently on an ad hoc bas is, 

to the pre-l970 procedure. The ffi etc. Forms, which 

were bundled up in messy conditions, arc being neatly 

arrangud in a systematic manner. Despite the inflow 

of control sheets from the Machine Section, physical 

matching of the forms has been started. After 

sustained efforts during the usual working hours 

and continuous overtime Vlork by a large contingent 

of staff over a geriod of about 2J,~ months under a 

very clos2 supervision, it has been possible to make 

some progress regerding clearance of arrears. 
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4.8 The posi tiu n of arrc ars in Bombay Office 

Arrears in 
B ~m.13_~ ff ice 

is as under : 

• 

Period 

1974 onwards 

1973 Unv!2,rds 

Nature; of the FOrti, 

For D'clillicate Ex00rt 
Forms . 1 

F')r Triplicate 'Export 
Forms 

as on 31st 

Ju ly 1975 

No. of Forms 
(Originals, Duplicates, 
Triplicates and Short­
Shipment Not icc s) 

3,27,076 

No. of Forms 
rO"rTgJ.nals) 

2,87,484 

~riod 

From January 1972 onwards. 

From March 1974 onwards. 



D.· Scrut iny of Export Forms 

Nature of Scrut iny 

Duplicate Scrutiny 

Period 

In respect of Export 
Forms pertaining to the 
period August 1972 
onwards. 

NorE: -

Triplicate Scrutiny In respect of Export 
Forms pertaining to the 
period January 1972 
onwards. 

At present, the scrutiny of Export Forms is 
done at the final stage after original/ 
D..Iplicate/Triplicat(; Forms have been matched. 
This scrutiny has bee n completed to the extent 
of 80 per cent of the Forms pertaining to 1972; 
the remaining 20 per cent is still pending. 

These particulars clearly show that the 

existing GR Form mechanism has failed to achieve the 

Stratety for 
the Fu ure 

desired 

obj ective s in 

the Bombay 

Office (and presumably in other Offices as well). 

It needs no emphasis that this position must not be 

allowed to continue any further. A definite strategy 

has, therefore, to be evolved for tackling this 

problem on a satisfactory basis. In the wake of the 

growing exports, one cannot cC)rtainly recommend 

continuance of a manual system as a long-term solution 
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due to its inherent limitations. During these days, 

the Bank would naturally be expected to give precise 

particulars of exports - commodity-wise, exporter-wis G 

and country-wise - and also perhaps similar details in 

respect of the outstanding cases at a shIrt notice. In 

addition, Offices should be able to complete the 

scrutiny and compilation of t.he basic export data and 

to initiate correspondence with the defaulting exporters 

and/or their bankers (also with the Enforcement 

Directorate in doubtful cases) well in time. The Study 
• 

Team feels that. complete mechani sation will perha;Js 

provide the ult imate ansVJer. Even if this view is upheld, 

many administrative, technical and personnel problems 

will have to be sorted out before a durable scheme of 

total computeri saticn is impleme nted. If the past is 

any indicator, it has to be assumed that considerable 

time and efforts will be required to arrive at a 

conclusive decis ion in this regard. A suitable manual 

method is, therefore, inescapable, at le ast as a 

temporary expedient. 



87 

4.10 :v\erc re-introduction of the pre-1970 procedure 

will not, h,-wvever, meet the present requirements. 

De Ct: nt ral is at Lm or work 

Under this 

procedure 

(which is now 

being followed in the Bombay Office on an ad hoc basis 

and is being continued in Calcutta without any break), 

all tl1e GR etc. Forms are arranged in a centralised 

manner according t~) the seriality of their printed 

nurn'JO r ar:d the 0nt ire follow-up action is conducted 

accordingly. This practice could perhaps work when a 

limited number of forms had to be handled by the 

Offices. With the enorrl10US number of forms now pour-

ing i'1, it is administratively difficult to make any 

;Jarticular umployce or e;-,1ployce s spc ci fically account-

abb fur the..: follow-up work. This apart, anoti1er 

contingency - the question of fixing the reSiJonsibility 

in the event of loss or misplacement of any form - may 

also arise now-a-days. Under the existing manual 

system, this will. bo an impossible task. To make 

tho sy stem m;Jre e ffe cti ve J some romodelling is, there­

fore, i"lbsolutely essential. The Study Team has gune 

through the various sugg(;:st~ons made during the last 

2/3 years for modification of the procedure and has 
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also given 0 very careful thought tv the problem. 

The Team considers that a workable manual procedure 

Can be evolved only under a scheme of decentralisation. 

4.11 Under the scheme of decentralisation, the 

Exports section will be sub-divided into various 

Sub-sections 
New Procedure 

for the purpo se 

of effectiv2 control and follJw-upaction in respect of 

GR Forms only. The exports covered by PP/EP Forms 

form a minor portion of the total volume and such Forms 

will continue to be processed in a centralised manner 

as at present. For the ~)pcration eft his schonE, 

exporters will be first grouped in an alphabetical 

order and then arranged in each group according to 

their code number. As each such group will be assigned 

to a se?aratc sub-section, the arrangements 'Nill be 

as under : 

Ex~orters arranged 
Sub-section alphabetically 

1 A, B, C 

2 D, E, F, G, H 

3 I, J, K, L 

etc. , etc. , 
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The SUb-sections will have the resy:msibility for 

at tending to all items of work (except coding which 

will continue to be don,: centrally as at present) 

relating to the ex?orters earmarked for thorn. Broadly, 

their tasks will be as under : 

(1) Receiving the original GR Forms from 
the coding Section after they have 
been coded; 

(2) Arranging the originals according to 
their serial number; 

(3) Receiving the duplicates from the 
Coding Section after the coding; 

(4) Matching the originals with the 
duplicates; 

(5) Segregating the matched original­
duplicates, and arranging according 
to their serial number; 

(6) Issue of reminders to the exporters in 
the event of non-receipt of duplicates, 
at fixed intervals; 

(7) Receiving the triplicates from the 
Coding Section after coding; 

(8) Issuing remind8rs to authorised dealers/ 
exporters in the event of non-submission 
of triplicates, at fixed inteIVals; 

(9) Scrutiny of the triplicat0s (and the 
account~ sales statements in regard to 
the consignment exports) and matching 
them with original-duplicates. 
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(10) Scrutiny of quarterly statements of out­
standing export bills received from 
authorised dealers with reference to the 
unmatched originalwduplicatesj 

(11) Referring the doubtful cases to the 
Enforcement Directorate and/or caution­
listing the concerned exporters; 

(12) Dealing with applicatiuns for extonsion 
of time, reduction of value. divp.rsion of 
goods from one country to another. change 
of buyers, modification of the terms of 
sale contracts, etc.j 

(13) Attending to the applications for 
remittances of commission, claims, over­
price, legal charg.es, etc.; 

(14) Registration of agency agreements for 
payment of commission to overseas selling 
age nts j 

(15) Maintaining the requisite files/registers; 

(16) Collection and supply of suitable 
$tatistical information; and 

(17) Transferring the pro-complete forms to 
the Central Records Section of the Exports 
Section for eventual destruction. 

As the entire range of work in respect of the various 

groups of exporters will devol"/e exclusively on different 

Sub-sections, they may definitely be made accountable for 

any omissions or commissions. The proposed Sub-sections 

would, at the sarno time, develop some cx~ertise in regard 

to the concerned exporters. 
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4.12 As usual, the originals of GR/EP/PP Forms will 

be roceived by tho Coding Section from the Olstoms/Post 

Offices (through a represcnt3tive ')f the Department in 

tho caseJf local Cust,)ms Office; and by post from 

other Offices) and the duplicates/triplicates from 

authoris(;d dealers with their re-turns. The Staff 

OfficGr of th(; Section will be responsible for ttc 

receipt of t;1C forms after due verification with 

reference to the relative fOIWarding schedules and 

t~u Gntry of the requisite particulars in the 

prescribed registGr. He should also ensure that the 

cod ing work (including t he checking and re -checking) 

is completed on a day-to-day basis according to the 

standing instructions. After the day's work, all the 

original/duplicato/triplicate forms shculd be sorted 

according to the alphabetical group of exporters 

(corrpspol1ding to t:1C pattern of Sub-sectlons of the 

Exports section) and kept overnight under the charge 

of the Staff Officer of the Coding Section. The 

Coding Section should have, therefore, sufficient 

number of rece:Jtaclos (3Irnirahs/bins) to store the 

daily rc:c'~;ipts of export forms. 

4.13 T~-lc Coding section will make date-wise entrk s 

of the number of originals/duplicates/triplicates of the 
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various export forms in a pass book for transmissLm to 

the differont Sub-secti·)ns of tho Exports section. The 

concerned receiving Sub-section should ve:rify the nurrber 

of forms by physical counting and give an ackn,)v.rledgement 

in the rcla"t:ive pass book. A separate pass book should be 

maintained for such transacti ,ns with each Sub-section. 

Ihc distinguishing numbers (printed number/security 

number) nco d not, h0\I\ICVe r, be recorded in these trans it 

books as these details nay be ascertained, in case of 

ne~d, by tracing back the relative covering schedules 

(to be filed s~rially in the.Coding Section) received 

from the various Customs/Post Offices in respect ~fthe 

originals and the lists attachod t:) the R returns 

received from authorised dealers for the duplicutes/ 

triplicates. Ihe pass bo~k shJuld have separate folios 

for originals, duplicates and triplicates. similarly, 

there should be separate pass bo~ks for PP and EP Forms 

for the purpose of transmission of the forms to the 

concerned Sub-soctions. It should be ensured that the 

local forms are delivered to the dealing Sub-sections 

of the Exports section and that the forms pertaining to 

other areas are fonvarcied to the concerned Offices on 

the day fJllowing the day on which they are coded. 
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4.14 It is the intention that each Slb-section of 

the Exports sectiun sh::lUld retain, in their direct 

custody, all the copies of GR Forms assigned to them 

fro~ the rcc2iving stage till the pro-complete stage. 

The Sub-sectiuns should, therefore, have adequate 

numbc.!r ,)f ;:.dmirahs/10ins t·J store these forms in a 

systematic ordc:r. Each Sub-section should maintain 

different ledger-wise records in respect of the 

originals, matchod original-duplicates and original/ 

duplicatc-triplicat-..:s in the fOIms given at the end 

of this chapter. These ledgers will broadly indicate 

t h~ \Nork-flow and will thus help the Sectional 

Officers to initiate corrective steps, where required, 

rig:1t at the initial stage. !~s close supervision can 

bo exercised simultaneously in all the distinct 

compartments, L1e total f011mv-up work will be always 

under ccmtrol. If there arc any distortions in any 

group, y)inted attention may be given at once. 

4.15 Th.: original forms received on a particJ.. ar 

day should thus be posted in the ledger and arranged in 

the rQceptacles by the r-::spective group according to 

their serial numb~r. Authorised dealers have been 

advised to forward the duplicates within 28 days from 

tho date of shipment. On receipt of the dU;Jlicates, 
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the Sub-secti·)ns sh,)ulc1 arrange to match them with the 

originals on a day-to-dC1Y basis. In Case the duplicates 

arc not rec.::;ived within the scheduled period, the SUb­

sections should issue the first set of reminders to the 

def ault ing exporte rs on th.::; 40th day (allowing a further 

time-margin for contingencies) frum the dat.::; of shipment. 

For example, if shipments arc made on 1st January 1976, 

the first reminder in respect of the outstanding duplicates 

should be s(;nt out un lOth February 1976. If no reply 

is receiv~d from the concerned exporter within two weeks 

frum the date uf the first reminder, a second reminder 

should be issued, under register~d post with acknowledge­

ment due, calling u I='on him to arrange for submiss ion of 

the duplicate form within 10 days and cautioning that in 

the event of non-compliance: with the requirement, his 

name will be liable to be placed on the Caution List. 

In Case the export~r still fails to respond within the 

period, action for placement of his na~e on the Caution 

List should be initiated according to the prescribed 

proc~dure. 

4.16 As and when the du plicate 5 arc matched with 

the originals, t he matched forms should be segregated 

and stored in another row (preferably in a different 

recept2clo) according to their serial number. Under the 
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eXisting instructions, all duplicate forms are required 

to be scrutinised by Staff Officers. As all essential 

details embodied in the origin al/duplicate/triplicate 

copies of GRiEP Forms are now invariably required to 

be verified by the Customs authori~ies and again by 

authorised deale rs and authorised dealers do not have 

discretionary powers to allovJ any deduction from the 

bill amount, no further examinat ion of the duplicate 

GRiEP Forms ,in the Exchange control Departrre,nt is 

considered re cessary. 

4.17 At present, the triplicate forms are subjected 

to a prima facie examination in order to verify that the 

invoice value declared on the face of the form has been 

fully realised, the certificate appearing on the reverse 

of the form has been properly furnished by the con­

cerned authorised dealer and also the method of finance 

indicated is in order. As examination of duplicate 

forms is being dispense0 with, a system of composite 

scrutiny of original/duplicate/triplicate forms may 

be evolved. For this purpose, the triplicate forms 

should first be arranged and merged with the original­

duplicates. Thereafter, the scrutiny of tho forms may 

be done by Clerks Grade I. Of the forms so examined 

and accepted by the clerical staff, 25 pe:r cent of 



96 

the forms relating to exports on outright basis will 

be subjected to a test check by Staff Officers. With 

regard to the consignment exports, staff Officers should, 

however, carry out 100 per cent check of the relative 

forms and account sales statements after tho scrutiny 

at the clerical level. Date-wise figures of the 

triplicates forms examined by the clerical and Officer­

staff should be recorded by each SUb-section in 

Original/Duplicate/Triplicate (O/D/T) Ledge r. If the 

triplicates have been accepted as in order, the follow­

up procedure should be treated as closed and the pro­

complete forms transferred to the Central Records 

Section through a transit book on a day-to-day basis. 

The forms under objection should be retoined in the 

dealing Sub-sections until the discrepancies are 

reconciled. 

4.18· As export proceeds should be realised within 

six months from the datu of sf.:i.pment, authi}rised deale rs 

have been advised to take up thu Cases of non-realisation 

with the concerned exporters promptly after the expiry 

of that period and to report the specific cases to the 

Reserve Bank where the proceeds are not still repatriated 

within three weeks. In the absence of regular flow of 
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information from authorised dealers to the Reserve Bank, 

timely follow-up action is not taken in many Cases. It 

is, therefore, necessary to evolve a programme according 

to which the ReSGIVe Bank should be able: to pursue, on 

their own, the cases where the tri~licatGs have not been 

received within a reasonable time after the due date. 

Allowing an overall margin of four weeks beyord the 

prescribed period of six months, the ReseIVe Bank 

should send out the first set of reminders on the 

210th day from the date of shipment to the concerned 

authorised dealers if the triplicate s, or applications 

for extension of time, have not been received by that 

date. For example, if the shipments are made on 

1 st January 1976, the first reminder in respect of 

the outst anding triplicates should be issued on 28th 

July 1976. If no reply is received from the bank 

within two weeks, a letter should immediately be 

issued demi-officially to the Officer-in-Charge 

of t he Foreign Exchange Departme nt of the con­

cerned Bank. In case it is reported that the 

export value has not been r,-, alised, the case 

should promptly be taken up with the defaulting 

exporter and further follow-up mea.sures initiated 
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(including placement of the name of the exp0rtor on 

the Caution List and/o~ reference of the caso "~o t~e 

Enforcement Directorate) accoIjing to tho s+':1ndi ng 

instructions. 

4.19 In the course of follow-up action, Off~cc~ 

face considerable difficulties in the Case yherc 

Discontinuance of 
snort-Shl~ment7 
Shut -QUtot lee s 

short-shipments 

arc involved or 

shipments have 

been shut-out. In such cases, the concerned exporters 

arc required to file notices in the prescribed forms 

with 'the appropriate Customs Offices whC) have approved 

the relative GRIEP Forms. Since the data contained in 

these forms materially alter the quantity and value of 

the merchandise as declared initially, or negative them 

altogether, arranging, coding and scrutiny of these 

notices are very important from the angle of the 

Balance of Payme nt s st atistics. Gene rally, l. hose 

notices arc not received in time and in fn:,ny cases, 

they are completed in an irregular manner. It has not 

been possible to regularise this system despite 

long-drawn corre spondence with the reg ional Customs 
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authoritie:s. The problem in regard to the short­

shipment cases would be solved if the Customs autho­

rities adopt the procedure of recording suitable 

certification on the duplicate and triplicate copies 

in the space provided for this purpose. Once the 

Customs authorities agree to int~o0uce this procedure, 

a 'Notice to Exporters' may be issued advising the 

exporters to present the duplicate and triplicate 

copies of the GR/EP Forms to the Appraising Officers 

in the Olstoms Offices at the point of shipment for 

the requisite certification regarding short-shipments, 

if any. As such certification by the OJstoms 

authoritic. s vJill exonerate the concerned exporters from 

t;1eir obli'Jations to the Reserve Bank to the extent of 

tho si1CJrt-shipmerrts, they will comply with this require­

ment readily. Once this procedure is firmly introduced, 

the Flcs0lve Bank may formally ac1vis2 the Customs 

auth~)ritL:s to discontinue transmission of the ·short­

shipme nt ad~icc::s. The requisite data rGgarding short­

s:1iplTlent s may be coded straightway in the code sheets 

for the: c;uplicah: forms v'lith reference to the certifi­

cates given by the Customs and the present practice of 

having seI)aratc.:codc sheets in this rcg2rd discontinued 
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altogether. The central Exchange control Departl'l'C nt 

has already rcquest0d the Ministry of Finance to 

arrange for the issue of suitable instructions to the 

Customs authoriti0s for introduction of the system 

of above certification on both the duplicate and 

triplicate: C;R/EP Forms. In order to OJ ercome the 

difficulties arising out of irregular flow of shut­

out notices or defective shut-out notices, Offices 

are, at present, calling for unutilised shipping 

bills and unutilised duplicate/triplicate forms to 

establish that the shipmont s hav • ..! not actu3lly been 

made, and coding the requisite data on the basis of 

these docUfllents. As GR/EP Forms do n·)t contain 

any provision for recording certification in regard to 

shut-out cases, the present practice may continue, but 

the exporters may be advised through the proposed 

'Notice to Exporters I to submit thc:se documents 

e xpe d it i ou sly. 
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4.20 There is another area where some ratimnalisa-

tion is considered feasible. At present, GRIEP Forms 

bear 
Uni-Numbering 0: 
GRIEP Forms three 

numbers 

as under : 

(1) 

(2) 

(3 ) 

Printed Number - This is initially 
allotted by the ReS8rve Bank with 
different prefixes (e.g., BY, CA, 
MA, etc.) in order to indicate the 
office of issue and the serial number; 

Securit¥ ~umber - This is stamped by 
the Gus oms Offices in a running series 
to enable the Bank to verify that all 
the forms passed by the Customs on a 
particular day have in fact been 
received; 

Check Number - This is given by the 
Reserve Bank in a serial order on a 
monthly basis with a view to ensuring 
that all the forms received from the 
Customs (and Postal) authorities have 
been coded for being booked in the 
Balance of payments statistics • 

./1..:; the exporters <'ire nOVI required to present ini·cially 

all the three copies of GRiEP Forms to the CUstoms 

authorities for the purpose of autl..Jntication of the 

real value, total invoice value, commission, discount, 

overprice, etc., the concerned Customs Offices affix 

the security nurrber by machine ~)n all the three copies 
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of the forms and also on the original/duplicate copiC's 

of the relative shipping bills. The printed number 

appearing on the GR/EP Forms W3S so far the only 

indicator for the pUr?0se of matching the various 

copies of the forms. Since all the orig: 1al/duplicate/ 

triplicate copies are" presently being simultaneously 

allotted separate serial nurrber by the Customs, two 

different sets of common nl1mbe rs for the three 

copies of the forms arc not necessary. The nur.1m rs 

which are affixed by the Cust oms aut h9ri tics may 

very well serve the purpose. In order, however, to 

ident ify the particular Customs Office which has passed 

a particular GR/EP Form, it will be necessary for their 

various Offices to indicate diff_ront alphabetical 

prefixes (e.g., 'B' for Bombay customs, 'e' for Calcutta 

Customs, etc.). In the event of such an arrangement. 

the Reserve Bank will print only the alphabetical 

prefix :BY, CA, etc.) on the GT)/EP Forms, without 

indicating any distinguishing numb.:; r, as at present. 

The Customs Offices will be required to aifix their 

running number (such numbers may run in six digits on 

an annual basis from 1st January to 31st [)eceJ71ber) with 

the requisite pr-.:fix on the space to be left blank 
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after thu print..:,::l prefix. They may also indicate the 

particular year in which the forms have been approved 

by them to facilitate quicker identification. For 

example, the numbers to be allotted by the Bombay 

Customs on 1st January 1976 on the forms issued by 

the various Offices of the Reserve Bunk will read as 

under : 

BY B 

BY B 

CA B 

DB B 

000001/76 

000002/76 

000003/76 

000004/76 

etc. 

Under this system, the Customs authorities will have 

9ractically no extra work excepting that each Customs 

Office will be required to hav...: two different series of 

numbers for GR and EP Forms. On the othur hand, the 

present practice: of ro cording both the printed numte r 

(given by the Reserve Bank) and the security number 

(allotted by the Customs) in the forNarding list may be 

conveniently dispens~d with by them and only one entry 

showing the first and the last numbers allotted by them 

on a particular day will be quite sufficient. Since the 

original GR/EP Forms to be received from the Customs 
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Offices \Nill bec.r only ~;ne number (instead of two) in a 

ser5_ al oreIe r, t hore w ill be no need f:'H allCltme nt of a 

furthc r check number by the Rese rve Bank before coding 

the: forms. Although the duplicate Qnd triplicat8 

Lnms to be received fr.Jffi (luthorise:d dealers will not be 

in a running series, it will be ?ossible for the Coding 

SectiJn t:) ol1sure, with rc:fercmce to the relative fOIWard-

1ng schedules, that all these f~rms have actually 

been coded. In the cede sheets for tho original, 

duplicate and tri:Jlicat.' copies of the export forms, 

bot h the check numbe: rs and printed numbers arc nJW 

requir cd t,) be included in two diffc:rent columns. 

Th0so two columns may be rom:wed from the code sheets 

relating to GRIEP Furms and in lieu, only ,)ne column 

for r.:::cording the CO;!l)osite nunlDer provided in all 

the code sheets. This practice will save a good 

deal of time and labour in rclati)n to the coding 

work. The procedure of uni-numbering cannot, h·')wever, 

be: made applicable to PP Forms which stand on a 

different footing because of the variations in the 

pre -shipment procedure s. In case the proposal for 

intr:>ducti)l1 :)f tho new numbering systern in regard to 

GR/EP F:..,rms is appr'Jvcd in principle, the Central Exchange 
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Control Departm0nt may write suitably to the Ministry 

of Finance t:) arrange fc.,r the issue of necessary 

instructions to the regional Customs authorities. 

4.21 At prGsent, all EP Forms covGring exports to 

Afghi'lnistan are being a?pr:;vcd in advance by the Ex~orts 

Section and GR FoI'TT's arc alsJ required to bG approved in 

advance in certain circumstances likG exports in 

connccti .";n with joint yCr1t~rc.s abroad, exports by 

C()utiCHl Listed parties, etc. If the RcscIVe Bank dis­

cJntinues the printing of serial number, a separate 

appr)val nui.1l:;cr and c:atc will hav...; to be recorded on 

the f.:::rms which ()ro appr'NQd in advance by the Bank. 

In such ca.se s, ::mly t h,j nucnbe r and rlate ·)f a::,proval will 

be rc;cJ:cded in the rc;lativc registers for the purpose 

)f follow-u? action. Since the forms tJ be a?p~oved 

Ly tile Rescrvc Bank will als,') be r:~uted through thG 

Custons Offices as usual, nJ difficultie:s in regard to 

the uni-numbering J.f GRIEP Forms should arise in thcs e 

cases also. 
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4.22 In vicl:v of the: 9hysiccll matching of the f::nTlls 

under t h0 propo se:d sy stem, the [;lachine Se ction need not 

OVerseeinji 
Follow-up 
ffiion 

prepare the 

control sheet s 

tho details of the originals. 

incorporating 

In order to enable 

the Office:r-in-Chargo to oversee the follow-up 

act ion, the IVlachinc se ctLm may, h-.lwev-.:r, furn ish 

the f:)llowing statements (in duplicate:) on a half-

yearly basis : 

(1 ) 

(2) 

4.23 

A list of all ~)riginals which arc 
outstanding f~r six months ar mQr~ 
from the date of shipment - this 
list shJuld be drawn ')ffice-wise 
and eX~Jrtc:r-wise; and 

A list of all du~licates which are 
outstanding for :)no ycnr or more 
fr·)m the date of snip;";1ent - this list 
should be drawn office-wise, authorised 
d~. aler-'.'Jis () ancl eXiJorter-wise. 

In addition, each Sub-section should submit, 

as a matter of routine, ? statem~nt on a fortnightly 

basis to tho Officer-in-Charge covering the: follow-

ing data 

(1 ) Re co ipts of Ex·")ort 
I 

forms: 

( i) Originals 

(ii) DUfllicatcs 

(iii) Triplicates 

Total 
============== 
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(2) Examin~ti~r. of Export forms 
(ctpplicabl.:; t,) Triplicate; 
GRIEP F )I'r.1S and Duplic()to/ 
Triplicate PP Forrils): 

(i) uu:)licCltes 

(ii) Tri;)licatcs 

(3) iAatching of Export forms 

(i) Duplicates 
with Originals -

(ii) Tri:)licatos 
wi th Original­
Duplicates 

(4) Reminders to b0 issued 
for non-recci?t of 

( i) 

( ii) 

DUiJlicat;.; s in 
respect of which 
OrigL1als were 
rec2ivcd before 
2 m.Jnths 

TriDlicatC?s in 
respect "~f which 
origin~ ls we re 
re co ived before 
8 m.)nths 

(5) pending Export forr.ls : 

( i) 

( ii) 

originals f0r 
3 m:Jilths or 
more f..::r want 
:) f Duplicates 

Original~ 
Du i)lic ates f v r 
10 months :Jr 
m .J rc for ";J ant 
Jf Triplicatc)s -

Examined To be examined 

Done To be done 
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(6) NUMbcr~Jf pr~)-complete 
f~rms transf~rred to 
the Ce nt :;:-a1 Re c:Jrds 
Sc cti ifT 

( 7 ) Numbe r 0 f 1-.: t te rs 
received during the 
previous f<:::tnight 
and still outstand­
ing, shJwing reasons 
therefor 

4.24 It is evidQnt that under the: ~r:Jposed system, 

eo.ch Sub-secti m v!ill be rGquired to carry out the 

follow-up work 
F:JrmatLm of 
SLib-=SCcti ons 
in Bomoay Otf.i.£ 

in a very 

systematic 

and intensive manner. Having re:::;crd to the 

magnitude of the V1Jrk, the Study Team c:msidcrs that 

the Sub-s..JctiJl1s should be s,) formed that each unit is 

requir..;c te) handle 60 t,} 70 original GR Forms per day 

and the cvnscquential f,Jllow-Ui) work at the duplicate 

and triplicate st2ges. In case the Sub-sectLjns are 

entrusted with more number of faIms on a regular basis, 

it uill be difficult for them t:.) discharge their duties 

efficiently and effectively. The number of Sub-scctims 

t) be f,)rm::c.\ in th.:,; various Offices will, therefore, 

depend on the inflow of GR Forms. With regard to the 

Bombay Office, th:: Study Team has ke:pt a rGc-Jrd of the 
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rcc~ ii)ts of )riginal GR F:JI1TIS in an alphabl:tical ordGr 

for 2b~ut tWJ months. On the basis of thG figures so 

c.Jll(;cted, it is r...;comrnende:d that 12 Sub-sectL:ms may 

initially be creat ..... d in the Bombay Office f::>r attending 

t..; the m F:)rms only. The Sub-sections may be arrange:d 

in the fjllowing mQnner 

Sub-section 
Exp;)rte rs arranged 
~l~DhabeticallL 

1 A 

2 B 

3 C, D 

4' E, F , G 

5 H, I 

6 J, K 

7 L, M 

8 N, 0 

9 P, Q, R 

10 51 

11 S2, T 

12 V, V, \N, X, Y, Z 

VJith a view t;) distributing the w8rk-l::>ad amongst 

the; vari 0US Sub-se cti ·)OS Q.S equ it ably as p::>ssible, 

Offic,--s sh.)1)ld r(;vic:VJ the position once: in e:vcry six 

months and regroup the: cxporters, if necessary. 
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4.25 Apart fr,J!1 the; 12 Sub-soctLms fJr the; GR Form 

cases, tho B:.;mbay Office will ho.ve 5 mure Sub-sectLJns 

fDr attc n::1in9 .tJ the residuo.l items vf wJrk as 

indicated be;low : 

Sub··sccti:)n 

13 

14 

15 

16 

17 

Nature of Duties 

Exports covered by EP F8rms 
(ex~)Jrts tJ Afghanistan/ 
Pakistan)' 

Ex:;ort of Films 

Deferred Payment Exports 

Miscellancbus (General 
c,)rrcspondence;, Allotment 
of C)de Number, GR V~aiver 
Cases, com~ilatiJn of 
consolidat0d data, 
Prc)arati'm and amendment 
)f tiT: Caution List, 
St:)rage of prj-complete 
expJrt forms and Yth0r 
sundry items). 

The recommendati,)ns of the: study Team in regard to the 

staffing of the Sub-sectiJns in the GR Furm Group and 

also of the other units have been given separately in 

Chapter XII in trIO course of general rovilJw of the 

staff pJsition of the De~artmcnt. 

4.26 It is recJr:1mended thClt the new scheme of 

work i:1 the EX;Jorts secti..:n may be introduced at 

the earliest .)p[Jortunity, :)referably with effect 
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from 1st January 1976. 'Iv'hilc; im~)lQmci1ting this 

;Jrogramme, it :1as tJ he ensured that the GR Forms 

relating t) the pre-1976 periJd are nJt mixed up with 

the L;rms t..J be ~r)C8 sscc: under the new pr8ccdure. 

4.27 'Ne, therefore, recJffilTIend that -

(1) 

( 2) 

(3) 

(4) 

(5 ) 

GR Form pr8c0dure may be conducted 
by m2nual method as a tel)1pJrary 
expedient; 

Handling of export forms in the 
Department may be deccntralised; 

Examinati)n of du~)licate GR Forms 
may be dis?onsed 0ith; 

Uni-numbering of GR/EP Forms may 
be intr:x::uced; and, 

Rl~Cei;Jt \Jf Sh:}rt-Shipmcnt/Shut­
Out Notice s in the DeY)artment 
may bo discontinued •. 



ANNEXURE TV/I 

LEDGER - GR Forms 

pRIG INAL/DUPL ICATE 

-------_ ........ --_ ... -----_ .. ---_ .... --...... --., ...... --- ... - -- ...... - _ ... _ .... _ .... -... --- - -""" 

Date Originals 
Received 

Duplicates 
-Received 

Original­
Duplicate s 
Matched 

Matched 
Original­
Du~)licates 

.• put away 
-fiI----[~~---------f§~--------f~J---------[~J-----------

---------------------------------------------------------

- ___ • _______ .".". ____ .... _______________ &....00 ____ • __________ .... _____ --

Work -_._----. 
Dupli- Originals 
c at e s . re ce i ve d 
to be before 
matched tW8 m,:mths, 
with but corres-
Originals ponding 

Duplicates 
not 
received. 

PeDE_0.9... ____ . __ ~_. __ ._ 
Reminders Originals 
not pending with 
issued in the Section 
respect f·)r eight' 
of months or more 
Column(7) for want of 
. Du)lic~t~s 

Initials 
Qf Staff 
Officers 

--~~1--------fi1----------f~1---------~~1-----------fi6}-
- --- -- ------------------- ----- _. __ ... ----_ ..... __ ... --- -- --- .. -~---



ANNEXURE TV /2 

LEIGER GR Forms 

ORIGINAL-DUPL,ICATE)rRIPLICATE 

_______________ ..... __ ... _ _ ~ ____ ___ • __ .... _________ ........ ___ •••• _____ L ....... , 

Date Matched Tripli-
Originals/ cates 
Duplicat~s Received 

Origi­
nals/ 
Dupli,:" 
cates 
and 
Tripli­
cates 
matched 

Jrigi­
nals/ 
Dupli­
cates/ 
Tripli­
cates 
Examined 

Examined 
and 
matched 
Original­
Duplicates/ 
Triplicates 
transferred 
to Records 

- -- ... --------------_ .... _---_ .... _------_ ... _----- ..... _- ------ -----

-- --- ---------------_ ..... _-------- ----------- ....... _- ------ -- ...... .... 
Work Pendil!9..-________ Initials 

T'=r~~~p"T'I~~---~O~r-~'r'"·g-i:-----o-r~i~g""'='i-n~als Remind- Original- of Staff 
cates nals/ received ers tv Dupli- Officers 
to be Dupli- bef0re be cates 
matched cates/ eight issued pending 
with Tril)li- months, in with the 
Original- catbs but res;.:>Cct Section 
Dupl i- to be c ,)rre s- of f 'Jr ton 
cates. examined ponding Column m'Jnths 

Tripli- (9) or more 
cates for want 
not of Tri-
rc ce i vec1 I': i -:: ;,....:, ~" . 

--TiJ------r~1-------r~T-------li6T-----liiT------ri~T----
- _______________ .... 0-0 ....... " .... ________________________ .... _ .... ___ _ c ...... , .-...... 
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CHt\PTER V 

REVIEW OF POLICIES AND PROCEDURES 
IN SELECTED AREAS 

5.1 Tne policies and procedures in regard to the 

administration of Exchange Control are under 

Introduction constant review 

and change s are 

effected, where necessary, in the light of the 

developments. The Study Team has gone into the 

policies and procedures in certain selected 

areas and makes recommendations for some 

modifications in the following oaragraphs. 

5.2 Until August 1974, Staff Officers had 

considerable powers, practically without any 

monetary limit, 
Permit Procedure 

to ap~rove cases 

which were clearly covered by a sanction of the 

Ministry of Finance (Department of Economic Affairs), 

Exchange Control cOpy of a valid import licence, 

or by tbe authority delegated to the Regional 

Offices, provided no discretion had to be 

ex(rcis~d. In cases so approved by Staff Officers 

by virtue of the powers vested in them or by 

Officers at a higher level, exchange could be 
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released for any amount by issue of letters or permits 

on ordina"ry paper or by according approval on the 

rev~rse of prescribed Exchange Control forms (e.g.A,A/7) 

by any Staff Officer of the Department. As some cases 

of alleged fraud came to the notice of the Department, 

this procedure was, amongst other preventive measures, 

tightened with a view to providing adequate safe­

guards in thE; system. The salient features of the 

nE:W permit procedure are as under: 

(1) Value-limits have been prescribed for the 
purpose of release of exchange by Officers 
at different levels, as under: 

Categories of 
Officers 

(i) Assistant Exchange 
Control Officers 
and Staff Officers 

(ii) Exchange Control 
Officers 

(iii) Assistant 
Controllers 

Limits for dealing 
with remi tt ance 
applications 

Upto Rs. 2,500/-

Upto Rs. 25,000/-

Upto ~.1 lakh where 
the Office is under 
the charge of a 
Deputy Controller 
and upto ~.20 lakhs 
wherG the Office is 
under the charge 
of an Assistant 
Cantrolle r. 
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(iv) Deputy 
Controll ers 

Upto Rs.50 lakhs 
(Deputy Controllers 
in Central Office may 
deal finally with 
all cases irrespective 
of the amount 
provided the 
regulations are 
complied with). 

NOTE : Although C21 cutta Regional Office has 
since been placed under the charge of 
a Joint Controller, no se~arate value­
limits have been prescribed. The 
Joint/Deputy Controllers in charge of 
thG Regional Offices have, however, 
been empowered to deal finally with 
all applications, which are covered 
by the sanction of the appropriate 
authority of the Government Qf India, 
without any monetary limit(e.g. 
remittances towards r~payment of 
principal of and interest on foreign 
currency loans obtained by companies/ 
firms from international financial 
institutions, provided the loan 
agreement has been approved by 
Government of India}. 

(2) All approvals/permits authorising release 
of exchange or transfer of rupees to non­
resident bank accounts for amounts in excess 
of ~.2,500/- should be signed by two officials 
of the Department. The countersigning 
official should be either an Exchange Control 
Officer or an Officer of a highGr rank. 
The limits for countersigning permits are 
as under: 

Categori(;s of 
Officers 

(i) Exchange Control 
Officers 

(ii) Assistant/Deputy 
Controllers 

Limits for counter­
signature of permits 
Permits/approv21 s not 
exceeding Rs.2 lakhs 

Permits/approvals 
ab:"JVe Rs.2 lakhs. 
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(6) 

(7) 

(8 ) 
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Only those Officers who arc required to deal 
with 2pplications involving rElease af exchange 
will have thG sanctioning/countersigning powers. 
Officors engaged in the verification of R 
returns or nttached t~ Coding, Enquiries, etc. 
Sections will nat be given these powers. 

The specimen signatures of the designated 
Exchange Control Officers and Officers of the 
higher rank, who aT(..: GTnpowered to countersign 
exchange permits, are circulated by the 
Regional Offices to all authorised dealers 
in their respective area. 

All exchange permits are required to be issued 
only on special water-marked security paper 
and no a?proval will be recorded on the 
prescrib~d Exchange Control form (e.g.Form A/A7) 
or conveyed through letters. The permit farms 
are in the form of books with machine-numbered 
pages and bear an emblem of the Reserve Bank. 
Permits in all cases should be typod in pin 
paint typewriters. 

The crmcerned Deputy/Assistant Controller is 
required to conduct daily chock of 100 per cent 
~f the permits/approvals exceeding the value 
of fu.l lakh and 5 per cent of the remaining 

.. p€rrnits/a~Jprovals in order to verify that the 
permits/aDprovals have been given correctly. 

Authorised dealers have been advised that 
they should not effect any re~ittances in 
foreign exchange or make rupee transfers to 
non-rosident bank accounts against permits 
issued by the Reserve Bank f~r value af 
Rs.50,0001- anrl above unless payment is 
receive~ from the remitt~r by debit to his 
account with the concerned a0thorised dealer 
or, where he is not their own customer, by 
means af a crossed cheque drawn an his bankers. 

All 2~~lic2tions (Gxcepting applications for 
rclc('lsGJf Gxchc!ngc for travel or for higher 
studies/training) sGeking remittance in 
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foreign exchange should necessarily be 
routed through an authorised dealer and 
should bear the stamp.:arosignature of the 
c~ncerned authorised dealer. The decision 
taken on such app'lications and the 
relative permit (where the application is 
approved) are communicated/delivered only 
to the concerned authorised dealer and not 
to the applicant.. In exceptional cases, 
the permit may be delivered to the 
applicant only on production of a letter 
of authority from the authorised dealer. 

(9) Permits on security paper authorising 
miscell ane au s or re curring remi tt ance s 
in foreign currency, or credits to non­
resident bank accounts, are issued only 
in the names of authorised dealers thrJugh 
whom th(i relative applications are received. 
If the remittances are desired to be made 
through another authorised dealer, the 
Reserve Bank's specific approvnl has to bo 
obtained. 

(10) Exchange under travel permits may be 
purchased by the traveller (or the firm/ 
company in whose favour they are issued) 
only from a branch of an authorised dealer 
working within the jurisdiction of the 
particular Office of the Reserve Bank which 
has issued the permits. In case of urgency. 
exchange may be purchased from authorised 
dealers operating in other areas only 
after the signature of the concerned 
countersigning official is verified by the 
Office of the Reserve Bank in whose 
jurisdiction the exchange is desired to be 
purchased. 

(11) The revalidation of permits has to be 
authorised by Officers at the same level 
at which the authority for the sanction 
of exchange in any particular case vests 
and such revalidated permits are also 
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required to be countersigned by an 
appropriate Officer. 

5.3 The new procedure has ~ndoubtedly distinct merits 

from the security angle,but it has, at the same time, 

thrown an enormous administrative burden ,n the staff 

and created some bottlenecks at certain imoortant 

stages (e.g. typing, countersigning of permits, etc.), 

resulting in delay in disposal of applications. Most 

of the applications are required to be seen at 

higher levels at two stages - once at the time of 

approving the remittance and again at the time of 

countersigning the permits. It takes normally seven 

to ten days in some Sections in the Bombay Regional 

Office to issue permits after the decisjons have been 

taken by the appropriate authority. In order to 

remove the bottlenecks without affecting the basic 

safeguards, the Study Team has examined the new 

proced_re and recommends some --lodifications, as under: 

(1) The value-limits prescribed for disposal of 
remittance applications may be rr-,ised as under 
Designation of Revised limits for dealing 
Officers with remitt<:nce1~")l)~::n:5 ~~ 

(i) Assistant Exchange 
Control Officers and 
Staff Officers 

Upto Rs.25,OOO/-

(ii) Exchange Control Officers Upto fu. 1 lakh. 
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(iii) Assistant 
Controllers 

UotJ Rs.5 lakhs 
(~.20 lakhs where 
Office is under 

( iv) 

(v) 

( 2) 

( ii) 

Deputy Controllers 

J~int Controllers 
(At present, there 
is Joint CCHItroller 
at Calcutta and 
the Study 1eamhas 
proT)osed for 
-sanct ion of a 
post of Joint 
Contr:Jller for 
the Bombay 
Reg i )nal Off ice) 

the charge of an 
Assistant Controller). 

Up t 0 9s • 50 1 a k h s 

Without limit 
except where 
applications are 

reqL:ired to be 
reftrred to 
Central Office. 

Notwithstanding the general frrlmev]:)rk of 
the above limits, it is considered th2t value­
limits may be removed in respect of Exchange 
Control Officers f~r certain specified 
purposes, as indicated below: 

Applicati~ns for release ~f exchange for 
higher studies abroad (sinc~ the policy 
in this regard is clear and no discretion 
is involved); 

R~mittances which are clearly covered by 
the sanction of the appropriate Government 
Departme~ts (e.g. o~rticipation in 
exhibiti~ns/fairs abroad, Government 
officials proceeding abroad, participation 
in film festiv2ls, etc.); and 

(iii)Remittances tJwards pJyment 2f instalments 
of, and interEst on, foreign currency loans 
in case s where -

(a) the relative lo?n ~pplications have 
been initi211y ~pproved at the 
appropriate senior level; 
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(4 ) 

(b) 

( c) 
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the schedules in r~soect of the 
instalments for rGP?~mont of principal 
and inter~st have been determined 
firmly bef~ra approval of the loan 
prop:) sal; ('lnd 

bank guarantees have been furnished 
in favour of the 8verseas lending 
organisations regarding these payments. 

At present, the Regional Offices are 
circulating to 2uth~rised dealers in their 
respective areas the specimen sign~tures of 
,)fficials author'ised to c;untersign the 
permits so that they can verify the 
si~.)natu:,e s beforo effecting remittance s 
<-'g"'!inst permits of value exceeding Rs.2,500/-. 
Specimen signatures of Staff Officers are 
not circul~ted. This means that authorised 
dealers are not re~uired to verify the 
sisnatures of Officers where the value uf a 
single permit is ~.2,500/- or less. This is 
an anomalous position. It is, therefore, 
suggested that the specimen sign2tures of 
Staff Officers, who 2rE empowered to approve 
the remittances ('lnd sign the; permits, may 
be circulated tJ authorised dealers. 
Authorised dealers may be instructed th2t they 
sh~uld verify the signatures of officials 
authorising rGmittancas, irrespective ')f 
the amounts involved. 

Once the signatures of all signing officials 
(and not merely of the countersigning 
officials) are circu12ted to authorised 
dealers, it will be possible to discontinue 
the. system of counter-signature of permits. 
So long as the decisions for release of 
exchange are taken at the appropriate 
level, the permits are issued on the special 
water-marked security pGper having Bank's 
emblem (duly typed on pin point typewriters) 
under the signature of an official whose 
specimen signature is recorded with authorised 
dealers, a special audit ()f the permits is 
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canduct~J on 0 day-to-day basis by an 
Officer at the cJntralling level {Deputy 
or Assistant Controller) and still another 
audit is made on re ccipt of R returns from 
authurised deallrs, there is no risk 
involved in abolishing the procedure for 
cJuntersignaturc. It may be pertinent to 
add that import licences are issued on 
security paper 2nd signed by one official 
only, irrespective of the values involved. 

(5) It has b~en assessed, on a r~ugh basis, 
that th~ amount of exchange released in 
about 12 per cent cases by the Bombay 
Officc does not exceed £.15/- or its 
equivalent. Since the new procedure 
for issue of permits even for such small 
amounts on security paper entails unnecessary 
cost and labour and also causes some 
inconvenience to the 2pplic~nts due to 
delay, the Study Tcam has examined whethGr 
the previous practice of according approval 
on prescribed Exchange Control form(A!A?) 
may be restared to a limited extent. 
Authorised dEalers have powers to effect 
re~itt~nces f~r certain purposes, without 
pr~or approval of the Bank, upto s~ecified 
linits (e.g. U.S.$ 100/- towards member-
ship fees by individuals, £.15/- for 
cor~espondence courses or admission fees, 
£.lL/: for examination fees, etc.). 
Hav~ng regard to thuse limits and assuming 
tha: the signaturcs of the concerned Staff 
Officers will be circul~ted to authoriscd 
dea:ers, the study Team recommends that the 
issue of exchange permits on security 
pap~r may be dispensed with for release 
of exchange upto £.15/- or its equivalent 
and a~Drovals f~r such amounts may be 
giver.' by the Department on F0rm A/A?, 
irrespective of the purpose, under the 
signature of only one designated Staff 
Officer. Authorised dealers will be advised 
to be particularly caruful about 
verific2tion of signatures of the issuing 
of:icials in such cases. 
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5.4 Applicants are oftentimes ~equired to produce 

bank certificates showing the realisation of export 

Verification of 
Bank Certificates 

proceeds, receipt 

of remitt2nces from 

abroad or encashment 

of foreign currency, in support of their applications 

for various facilities/benefits/entitlements under the 

Exchanqc Control Regulations. Authorised dealers 

h2vc be~n instructed to issue such certificates on 

forms printed on security paper (similar to 

cheques and draft forms) in the prescribed proforma. 

The certificates should be signGd or countersigned 

by an official of the issuing bank whose specimen 

signature is on record with th8 Banking Department 

of the Reserve Bank in whose jurisdiction tho 

issuing branch is situated. Refore acting on the 

bank certificates, the Kegional Offices are required 

to get the signatura of the signing/countersigning 

officials v2rified by the Banking Department under 

the stamp and signature of a Staff Officer. (The 

c~rtificates issued by the banks functioning within 

the jurisdiction of Cochin Office are sent to the 

Deposit Accounts De~artment of Mad~as Office for 
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verification). It has, however, been clarified 

that the R8gional Offices may accept bank certificates 

on plain paper where such certificates are issued 

to show the rG al i sat ion of export proceed 5 and are 

submitted in supoort of applications for release 

of ~xchange for travel abroad on export promotion 

grounds, or for issue of blanket permits, 

provid'ed the certificates have been issued on the 

p~rticular authorised dealur's letter-head and 

signed by an official of the issuing bank whose 

specim8n signature is on record with the local 

Ban~ng Den2.rtmcnt. 

5.5 This orocedure has contributed to certain 

administrative problGms and cdnsiderable time is 

taken to comply with this requirement. In Bombay, 

the Travel Section is housed in Mercantile Bank 

Building and the Deposit Accounts Department is 

housed in the Main Building of the Bank. It is 

understood that in the absence of any special 

efforts, about thrac weeks' timt is used up in the 

process of refcrrin0 such bank certificates to 

Deposit Accounts Deaartmcnt 3nd receiving them 

back after verification of tho signature. 



123 

Obviously, this is a s(Crious constraint. The problem of 

Cochin Office is still worse inasmuch as the bank 

certificates travel to and from ~'~adras (mostly 

under registered post). 

5.6 ThG Study Team hns considered the procedure 

and feels th~t verification of sign~tures on the 

bank certific.:>.t3s should be done in the Department 

its~J.f. For this purpose, authorised dealers may 

0e asked to sU~0ly to thu Department a list of 

specimen signatures of all officials who are 

authorised tJ sign the bank certificates. The specimen 

signature s of the concerned official s should be 

countersigned by an official whose signQture is 

on record with the; local BankingDepartmcnt. Once 

this signature is got verified by the B~nking 

Department, the list may be kept in the Exchange 

Control Department in th8 ~crson21 custody of the 

Assistant Controller (Travel). According to the 

r~vised procedure, Regional Offices will be required 

to scnd the specimen signatures to the Banking 

Department for verification only when the list is first 

received. As end when any fresh signature is received, 

it shOUld similarly be got verified by Deposit Accounts 
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Department and recorded acc~rdingly. 

When any cancollcttion advic8 is received, the 

signature of th~ official, who hos signed the letter, 

should be got verified by the DeQosit Accounts 

Department before taking any action. The actual 

vcrififation of signatures on the Bank certificates 

may b~ carried out by ~ Staff Officer of the 

Exports General Section. The Assistant Controller 

(Travel-) will be rGsoonsible only for the safe 

custody of specimen signatures. It should be 

m?de cl car t h",t un,::i cr no c ircumst ance s, any Off ice r 

of the Travel Sectiol1 shoUld undertake verification 

of the sign2tures. It may be worthwhile to 

remember that in the Public Accounts and Deposit 

Ascounts Dcpartm~nts where cheques/drafts of 

eve n ve ry hiq h v rtluc rJ.re pa SSl: d, :ht:: spa cimen 

signatures of the issuing officia:s are recorded 

Jnly in the conccrn~d Department 3nd verification 

~f such signatures appearing on the cheques/ 

drafts is dooo by the concerned 'Jassing official 

himself. The procedure now sug~csted for the 

Exchange Control Department will, therefore, 

continue to be more rigid, as compared to the 
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procedure 0btainin~ in thE B2nkins Dcpartment. 

5.7 !.cccrding to an 2xisting procEdure, firms/ 

com~anics C311 arrange with <J.ll their bankers to file 

b2nk certificat~s in the prescribed form with the 

Reserve Bank regul~rly in the months of January 

~nd July to facilitate quicker disposal of their 

applications for release of ~xchange for foreign 

travel for export promotion or for the issue of 

Blanket Permits. Once such certificates are filed, 

the applicant firms or compani8s need not submit 

such certificat~s with inrlividual applications. 

It would be enough if the applicants only cite the 

number ~n~ Jat~ of their letter with which their 

latest half-yearly ccrtificatGs have been filed. 

5.8 The Study Team has obscrv€~ that this pro-

cedure has not sufficiently been po~u12rised by t~ 

Department. Even in cases where; firms/compcmie shave 

given reference to the letter f~rwarding the half­

yearly certtficates, the Secti0n conCerned has not 

oft0n been able to traCE the reference. steps 

should be tak8n to write individually to all the 

firms/companies engaged in thG export trade, 

impressin~ upon them the need for, anr. benefit of, 
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filing such half-yearly bank certificates an a 

rcgu12r basis. Simultaneously, the procedure 

in r~gard to storage of hRlf-y0.arly certificates 

shoul~ be streamlined. All the half-yearly 

ccrtificat8s should be proplrly filed (com?any-wise 

and ~atc-wise), after the signatures thereon have 

b2cn duly certified by the designated Staff Officer. 

Th,::; files containing tho half-yearly certificates 

should be kept in the custody of the Assistant 

Controll~r (Travel). 

5.9 Exchange is released for foreign travel at 

different scales to different categories of 

travellers, depending upon the purpose and duration 

of visit. The scales 
Scalesof Exchange 

for business travel 

were enhanced thrice during the past four years 

due to continuous increase in the cost of living 

abroad. On the same b~sis, the scales of exchange 

for ;Jersons goin'J abroad for participating in 

conferences or un~ertakinq study tours/short-

term sn~cialised training were also increased. 

(Ir. most of theSE; cases, the scales fur business are 

aDplied). Similarly, the scales for release of 
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exchange f Qr hight: r st u'~h; s/l ong-te rm t ra ining hnve 

been revised twice ~uring this period. While scales 

of exchange for certi'lin categories (e.g. businessmen, 

students) have been enhanced, scales i'ldmissible to 

several 0ther categories hav~ not, however, been 

revised, as indicated below: 

( 1) Travellers Droceedina abroad on 'PI Form on 
the basis of invitatI~n from foreign 
Governments or for attending conferGnc~s/ 
semin2rs on the basis of invitations from 
ovcrse~s institutions ; . 

L'Government h;wc since sent Droi-Josals 
to the:; Bank in this regarc1 for comments? 

(2) Persons proceeding abroad for medic~l treat­
ment 2nd their ?tten r lants; 

(3) Offici"ls of comprlnies, banks, etc. posted 
for d~ty in ovcrSGas offices/branches; 

(4) Newsp~PGr correspondents poste~ abroad; 

(5) Persons procceuing obro~~ for employment; 

(6) Foreign-born ,-,vives -of 1n:1ian nationals; and 

LIha De?~rtm~nt has since taken up a 
_ stur'y for this category se?2.rately? 

(7) Persons ~roc2eding abra~d for specialised 
training for longer periods. 

5.10 

/The Department. has already sent proposal s 
-to Governmeny 

~ccorjing to the existing practice, the 

scal~s of exch~nge arc gener~lly reviuwed only on 
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rec0ipt of reprcscntati)ns from the EXport Promoti'.)n 

Councils, FudorC'ltion of In(~ian Ch~mbcr of Commerce, 

Educ2tion~1 Instituti~ns or Indian Missions abroad 

and sugglstions 2rc put up to Government for approval. 

As sc~lcs of exch2nge reflect directly the trenj of 

the cost of living in foreign c0untries, the benefit 

of upward revision should be extended proportianately 

to all categories of persons proceeding abroad and 

not necesserily to a fow selected categories. 

This discrimin~tory appro?ch often causes complaints 

from the public. It would be advantageous to evolve 

a systGm whereby the Department conducts periodical 

studies to sec if the scale of exch?nge need any 

revision. For th8 pur0osc, arrangements may be made 

with !ndi~n Missions in selected c0untries to obtain 

a schedule of t-riff quoted by different classes of 

le2ding hotels in the respective countri8s and other 

relevant material to assess the extent of rise in 

the cost of living abroad. On the basis of the 

informntion received from the Missions, a general 

reviEw of the scales may b8 undertaken. This will 

2voL! taking Jd hoc de ci SiD ns in re s:)o ct of any 

?articul~r c3tlgory or categories of travellers. 
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It is, th8refore, suggested thnt a comnrehcnsive 

review iri rcsnGct of nIl c~tcgQrics of travellers 

(shcrt-term or long-term) ITlC1Y now be uncertaken to 

avoid any piecemeal d8cisions. 

5.11 Until the devaluation of Indian Rupee in 1966, 

exchange permits issued to travellers \\lere expressed 

in rupees in all cC'lses ?nc1 ~uthorisGd dealers used to 

sell foreign exchange against the allotments so made. 

Since travellers started getting 18ss foreigo exchange 

consequent 6n the devaluation of Rupee, it was decided 

tu express the exchange permits in U.S. Doll2.r/PouncJ 

Sterling which were fairly stable at that time. Since 

then, the exchange permits for travellers continue to 

be expressed in U.S. Dollar r or Pounrl Sterling.(In the 

case of BilatL;ral Account C:)untries, :lermits o are 

issuLd in Ru?~cs and a part amount is allowed to be 

drawn in c:::mvc rt ible currency). Authorise d de alers 

have, however, been C1dviscrl to issue travellers cheques, 

etc. in Sterling, U.S. Dollar or in any othEr con­

vertible currency, 2S may be desired by the concerned 

traveller, irrcsocctive 8f the currency in which the 

amount is ex~ressed on the e~change permit C'lnd the 

country of visit specified on the Dermit exceDt where 
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tho permit has bean issued in connection with a 

visit to a Bi12.tl.;ral I,cc:>unt country, In respect 

of long-term visits, th8~8 is, however, no 

uniformity. ExchanJt is rele~sed to students 

in U.S, Dollar or Pound Sterling, whereClS permits 

issued in connection with the posting of newspaper 

corres;Jon,'cnts ;:'Ire eX,)rcssecl in Indirm Rupees. 

Wherever powers h?vc been ~elegated to 

authorised dealers to effect remittances, without 

prior approval of the Reserve Bank, the limits 

h2ve generally bGen expressed in Pound StGrling 

(lately in U.S. Doller in certain cases). But 

the limit upto whicl. recurring remittances by 

foreign natiJn21s may bs allowed by authorised 

de ale rs hA s bG en indicated in Rupee s. Simil arl y, 

the Regional Offices are empowered to approve 

remittances in cert2in cases u~to specified 

limits either in Rupees or in foreign currencies. 

As expression of those limits in different 

curro ncie 5 f 'Jr .. ~ if fE.: r8 nt pur:Jo sc s C2.U S6 S confu sion 

an,' neither U.S, Dollar, nor ?oun'" Sterling, is 

now ~s st2bl~ ~s it used t) be, it is suggastad 

th::l,t sc?ll's of €xch2ng..:; for ('\11 purJosos mi'lY be 
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unif8rmly GX;lrcssIJd in Indian Rup~()s. In fact, th8 

earli~r objective ~f popularising Indian Rupee in the 

internatirmal m:Olrkct will he bettor served if this 

system is arlo~tod. 

5.12 The Regional Offices ha.ve powers to apYJrove 

ap)licati~ns from im00rtcrs in In~ia for payment of 

commission to 
Buying Commission 
on Im?orts their ovor-

seas agents 

subject tJ the condition thJt thG r8to of commission 

does not exceed ~ pcr cent of the f.o.b. value of 

imports and the amount SO paid is marked off on the 

Exchange Control copy of the rel?tive import licence. 

Off icc s ,,1 so grant ge ne ral pc rmis sio n to large 

im;Jortcrs for remittE,nce of commission "to their 

overseas buying ~gcnts on a rcgul~r basis subject 

to the same concitions. 

5.13 The concept :f payment of buying commission 

came up at a time whLn there were acute scarcity 

con,l i tions <'1 nc1 purcha so rs hF\d to run3fte r the 

suppliers. The p~ttcrn of world tr3de has unrlergone 

Jr2stic changes in tho recent years. The real problem 

to-~ay is 'how to s811' anJ not 'h~w to buy'. Normally, 
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all incentives are offered by the sel18rs to induce 

the buyers to lift their )roducts. Even the m~rket 

inf~rm~ti~n system has bcc~mc more sophisticaterl and 

fast-moving. It is not difficult even f'Jr the common 

buyers fr~m the internatiJn~1 market t~ have first-

han~ inform2tia~ about the competitive C0St, sources 

:)f su~):,ly an(] the quality ~)f im',)ortablc merchnndise. 

In the contcxt)f thesE; devclopmLnts, services of 

any~g cnt for purch2 sa of goo.1 s in any overseas 

market is not now gencrnlly necessi'1ry. In fact, 

very few individunl buyc.rs take the assistance Jf 

agents now-a-0ays. h101ic2tions for an~roval of , , 

buyin~ agency arr?n0em~nts arG mostly rcc8ivcd 

fr~m large com~anics who have inter-connected 

cuncerns ~brOnrl. The DarticulClrs of a few such 

cases are giv~n bal')w 

( 3) 

I ,. C . nClan Omp2n}US 

Birla Bros.Pvt.Ltrl., 
(and othLr concerns 
in Birln GrouiJ) 

Tata Sons Pvt.Ltd. 
(and otHer c~nCGrns 
in Tata 'Group) 

l,hme (Jabad Mfg. & 
Calico ?rinting Co. 
Ltel. (and other 
com,aniGs of Sarabhai 
Group) 

Overseas :\gents 
(i) Birla ."'..G. ,Zurich 
(ii) East India Produce 

Co. Ltd. , London. 
(i) Tata Inc., U.S.t,. 

(ii) Tata Sons Lt··1
., U.K. 

(i) Bakhubhai & Ambalal 
L tr_~., Lo n-lon 

(ii) Sarabhai Agenciei, 
New York 
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These leading in~ust~i2l groups utilise the existing 

facility for payment of buyin~ c')mmissi~n t~ their 

overseas subsirliarics ~r assGciatcs. 

5.14 Having regard tD the changed perspective and 

the ntcd fur cons(rving the precious exchange, the 

study Team r£commcnds that the existing provision 

f')r payment of buying commissi::m !")n imports may be 

r(;voke c1. 

5.15 According to the existing procedure, 

apolicatiJns received from firms/com~anies for 

establishment of 
O"cn in:; of 
Off icc s Abroad offices abroad 

are rGquired to 

be fJrwurded to Central Office togeth£r with 

particulars rGgar~ing the mc~ns and standing of the 

2 Jplicants (as may be curtifiGd by the bankers), 

nature an~ volume of their business anrl reasons for 

est?blishment of an 0vcrscas office. In the absence 

of suitable guirlclincs to the Regional Offices, all 

a~~lfcations rlceivc~ in this regard are forwarded 

to Centr~l Office as a matter of routine. With 

a vicw to avoirling infructuous rGfcrcncGS to Central 

Office, it is suggested thJt thu factors which arc 
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gCI:cr:"'lly taken into account v!hile considering such 

a'~)licati')ns may b:= circulatGd to the Regi'mal 

Offices. Thl broad gu~dGlines followed at ~resent 

for a~prov~l of such a)plic8tions arc as under 

(1) The main objective of the pr090sed 
overseas office sh::>uld be promoti:)n 
J f e x ')0 rt s; 

(2) Thi2 aJi)licant firm/com12ny must have 
had 5ubstC'lntial CX"Clrts to their 
credit - ~.25 lakhs in the case of 
non-tra~itional items anrl ~.50 lakhs 
in the c"se of trar:1itional items. 
(It is un0crstood that ~r~~osal for 
riiisi')9 the minimum 1 iml.ts are now 
unrler clnsirleration ::>f Government. 
Changes, if any, in this regard.,may 
be notified t') the Offices); .. 

(3) The a:)plicant firm/comJi1ny should 
be; of ~p:)!:l means and standing and 
should be well-organiAed~ 

(4) The Cl'Jplicant firm/com)Clny should 
have tne y~'tL:ntial to increase 
thE; ire x ;:10 rt s; 

(5) The ~mo~nt of foreign exchange that 
has been sJent c.:mually by the 
concerned firm/com)any durino the 
past two/three years on trav~l 
abroad 2nd on payment of commission 
on eX')orts to aqents in the territories 
which'the prop~~e~ af~ ~r~ is desired 
to serve should be com?arable with 
the annual estimated expenditure of 
the pro~osed office; and 

(6) The concerned aJ~licant/firm should 
nJt be in the adverse notice of the 
Foreign Exchange Enforcement Directorate 
and its cx;-)ort outstanrlings should mt 
normally be unreasonably high (say, 
n)t G x C G e ding 10 ')8 r cent of its 
annual ex'')orts). 
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5.16 While advising the guidelines, the Regi~nal 

Offices may also be instructe0 that ap~licati~ns should 

be scrutinise~ initially at their 2nd in the light of 

the S8 ']uic\C line s. If a.ny f irm/ com')r-my doe s not f ul f il 

the prescribed Export requirements or show any pr~mise 

of fresh eX0orts, its a?plication may be straightway 

reject~d without reference to Central Office. 

5.17 In terms of Section 32 of the Foreign 

Exchange Regulation'Act, 1973, licences are issued to 

Licences to Airlines/ 
Sh1ppinC; Com)anies 
and Travel Aq~nts 

airline/shipping 

companies and 

travel agents f~r 

carrying .')n the busLie ss of bo~kin'J passages for 

foreign tr2.vcl. The wnrk relating to issue of 

licences to airline/ shi~1ing com~anies and travel 

agents and renewal thereof is centr~lised at the 

Central Office. 

5.18 Originnlly, the licences to airline/shi~~ing 

com")anics and travel agents werL being granted for a 

ncriod of three yeRrs at a time. With the ~3ssing 

of the new Act, it W2S decided to restrict the 

validity period of such liccnc~s t, six months in 

the case ~f travel agents and one year in the case 
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of airline/shiDiiiJ comJanies, 'lending framing of 

guid81in05 in regard to the issue of licences in these 

cases. ConsEquent on the re~r~s(ntation made by 

the Travel Agents' Association of India that the six 

months' v~lidity period of licences had been creating 

difficulties to their members, a decision was taken 

to issue/renew licencls to travel agents also for a 

period of one YC2r. 

5.19 Th~re are about 93 travel agents and 40 air­

line/shi~~ing com?anies to whom the Bank has gr~ntEd 

liccncus. Since tho validity period of the licences 

is one yuar in all these cases, 133 2;:>YJlications are 

received every year in Central Office for renewal of 

licenCLs. In addition, a0Dlicati~ns arc received from 

the new entrants also. If the lieenc~s are 

renewed fOr longer periods, the burden of licensing 

work in this regard will be reduced. The Reserve 

3a nk can, at any time, revoke the 1 ice nce granted 

to any airline/shipping comYJany or travel agent, if 

the particular licensee has not complied with the 

conditions of the licence or has contraven~d any of 

the provisions of the Act. The new Act emnowers 

the Reserv0 Bank to ins~~ct the books of accounts 
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and other documents of airline/shi~Ding com~anies and 

travel agents. With the introducti~n ~f the system 

of regular iGsPGcti~n and closer scrutiny of the 

periodic?l statements af bookings received from such 

airline/shipping companies and tr~vel agents, it 

will be possible t~ havG ~n effective check on their 

activiticls. The study Tuam, therefore, feels that 

th~re will be no ~3rticular risk if the licences are 

issued/renewEd in favour of airline/shiDping companies 

~nd travLl agents for three years at 2 time. In the 

case of airline com~anius, it may also be considered 

whether lic~nces C2n be issued for periJds upto which 

the concerned airline has 88cn permittdd by the 

Director-Gener?l of Civil Aviat~on to operate their 

servic~s to/through· India. Generally such operating 

permits arG issued f~r an unsp~cificd period. 

5.20 ,\irlinc/shi!))inc;-! companies and travel, agents 

have been permitted to m3ke their own arrang~ments 

Circulation of 
s~ecimen Signatures 
a Officials authorised 
to si1n 'P' Forms 

f or print in9 

of 'P' Forms, 

;-:>rovidecl the 

form c·onforms 

to the spLcimcn ;1rcscribed by the Reserve Bank. 

AD?rovals on 'P' Forms are rcc1rdJd by the Jepnrtmont 
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on the form itself under the signature of a Staff 

Officer. TAE specimen signatures of Staff Officers, 

who sign the 'PI Forms,· are not, h,wever, 

circulated to the airline/shiDping com~anies and 

travel agents. This procedure leav~s scope for abuse. 

In fact, there have been cases wher8 bookings fOr 

foreign travel have been made against forged 'PI Forms. 

5.21 In order to :Jl ug the 1 oo~hole s in the 9ro-

cedure, the Study Team recommends that the specimen 

sigQatures of Staff Officers, who have been authorised 

to sign 'PI Forms, may be circulated to all airline/ 

shi~ping comranies and trRvel agents. They may be 

instructed that at the time of booking the ;JRssage, 

they should s~tisfy themselves that the 'PI Form 
., 

has been signed by an Officer whose s~ecimen signature 

is on record with them. 

5.22 The Reserve Bank has granted gore ral permission 

to airline/shi;:ning com:")?nie sand trav",·l age nts to 

Booking of Passages 
against Exchange 
Permits 

bo~k ~assagEs of 

travellers, without 

the Bank's aDproval 

on Form 'PI , where the travGllcr concerned has been 

orantcd a foreisn exchancjG permit. In the abs(mce of 

any instructions to the airline/ship)in~ comlanics 
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and tr?vel agents, no endorsement is made on the exchange 

permits req~rding issue of tickets. This may lead to 

undesirable practices. There·were cases wherG the 

permit-holders manag2d to book their passages more 

th;m once ag('linst the same exchange permit. Apart 

from the risk of misuse, the present system creates 

an administrative difficulty. The Section dealing 

with remittances of sur~lus passage collections by 

foreign carriers is required to verify the particulars 

of exchangG permits, cited in the monthly statements, 

with reference to the records of the concerned issuing 

Sections. Oftentimes, the p~rmit r0gisters cannot be 

readily sp~rcrl by these Sections. In fact, this 

verification is n~t practically done in the Bombay Office 

dUG to non-availability of the relative registers. 

Where the permits pertain to other Offices, letters are 

written for obtaining their confirmatiDn. Some time 

and 1 abour are al so wa stcd in the proce ss. 

5.23 In order to obviate the difficulti8s faced in 

the Regional Offices in verifying the det~~ls of 

exchange p~rmits against which passages ,have been booked 

by the airline/shipping companies and to prevrnt the 

p.ossible misuse, the Study Te2m recommends that exchange 

permits may be issued in duplicat8, tho first copy being 
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t ypCG :'!l se c'Jri ty ')2]:='" roIL' m,,:-klJ: "F or Drawing Exchange" 

.C!n;-1 t h~ s~ SJ n' cn,y be i I1J t'y)u~ () n 0 rel inary popE; r ()!ld 

This pr~ccrlurc will be 

bro;:)~:ly ')n the lL:cs of im"')~)r"':. licences VJhich are 

iS5uer~ in c1u')licetc for CU!:t'JrllS ?nd Exr::han<1c Contr,:)l 
J • 

pur:;:"jsls. ,Urline/ship:;in; com;xl,nies :'1nrJ tr""\vcl 

agcn~s may be advi52~ to bo~k passages of intending 

tr?vcllers 2g~inst cX~h2n1( pGrmits (except Blanket 

Exchc.n]c Permits) ()nly on pro(lucti'.)n of the copy 

'TIClrkuJ "Felr 'l:3o)king Passage" ;:dtc:r sC'ltisfyinC] them ... 

selvGs that the permit hC'l5 beln signed by an Officer 

wh~se specimen signature is on their record. F0r 

this pur~osc ,it will also be ncce~snry to circulate 

the specimen signatures of those Staff Officers, who 

are authorised t~ SiSh cxch2ngc permits, to airline/ 

shipping compa~ics ~nj travel ~gents. Co,ics of these 

permits shoUld be for1!'Jar r kc1 to the Reserve Bimk by 

2irlino/shi~~in9 COffi)2nics ~l~ns with the monthly 

statements (where tickets nrc issued by any travel 

~gcnt, the ~ermit mAY be sent bv the agent t'.) the 

concernad com~any for on~()rd tr2nsmissi~n tothc 

B~nk). The [)rocc::!ure of issuin::; ~ermits in 

~uplic2te need not, however, be int~oduced in 
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rGs~cct )f Blank.:.:.t Excn2ngu Pc:rmits. . ~s such ')c rmi t s . ' 
~r~ arRntud ,)nly to 12rg~ GXDortcrs, the possibil ity 

of double bookina in these C~SGS ~ry be discounted. 

5.24 Tho Stu~y Toam is aware; that the question of 

W?S ~x2minc~ in the De)artmcnt e~rli0r. Alth1ugh this 

:Jro;Josal C:Julr~ not bo a"»)rovccJ, it m2y be examine d onCE: 

?,,2in, CIt IIJ;";st from tr.c ~mC)l(; Jf scrutiny of the 

5.25 /\irl inc/ shi?;') inc; compcmic s ~,nc~ tr?vel ClC!ent s 

su~mit t:, the Reserve i:.~2nk Iilonthly statc:mcnts of 

St?,tumc;nts of 
Pa~~?1Gs B:)ok€c! 

passages bO'Jked 

undLr the ~uthority 

grantcc1 t;) them 

~n(1 on thG basis .)f 'P' Forms 2')pravod by the R~serve 

particulerly in th€ case of large airline c~m~~nies. 

The staff of the Dc~artm€nt chccl61~J the statcmGnts 

uxpcriance consi~erable difficulties in handling these 

v0luminous statbments in the absence af any systematic 

~rran0~ments of the ~ata. 

5.26 In order to facilitate this scrutiny, airline/ 

shi)ping companies and travel agents may be advised to 
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bifurcate thG p2ssagc statements int~ two groups as 

uncle r : 

Group I 

Group II 

PassaJos booked under the 
auth~rity delc]ated by the 
Reserve Bank; and 

Passa~es bookGd against 'P' 
Forms apJroved/exchangc 
permits issued by the 
ReservE: Bank. 

While bookings rC'Jorted unc\l;r both the Gr')ups will be 

suhjccteri to 100 per cent check by Staff Officers 

Lc'hecking by th(; cleric;:1l staff may be eliminated 

al tC)'Jothcr in ord8r t8 CXDedite the processing7, 

the c)nccrncd Exchange Control Officer will G xe rci S8 

25 per cent check in regard to the bo')kings 

rC.Jorted un:1er Group I and 10 per'cbnt in res:)cct 

of cases re,)orte(~ under Grou~ II. 

5.27 The Department has recently issued instructions 

to authorised ~e21Grs to submit senarate schedules 

alon~ with R returns in rGs~ect of (a) remittances 

effe ctuJ un'le r s;)ecific diJ,Jroval of the Re serve B.ank 

af India and (b) remittances effected under the 

authority dele0ated to them. The pro0oscd amendment 

in re~ard to the statements of passages will be on 

the same lino s. 



143 

5.28 At present, exchange is released by the Regi~nal 

Offices t~ the Indian staff Qembers of foreign-

controlled companies, de~ute~ t~ their ,arent 

Training in ~on­
techriical Fielrls 

companies abroad 

for training in 

n~n-technical fields, 

such as "Management", "Sale s Prom~tion", "Marketing", 

etc., ~rovirled they ?r€ likely t~ get some benefits 

by the t~~ining for the purpose of OCCU?yinS 

important positions in ~UG course. Anplicati~ns 

fr'Jm Indian companiL: s (which arc not forei;]n­

controllcc~) for permissi~n to send their staff 

for trainin~ with their coll~borators in non-

tcchnic~l fields are c~nsi~ercd at Central Office. 

It has, h~wevcr, been clarified that no exchange 

shOUld be released t~ the Indian business houses 

for ~eputing their Executives for attending the 

Management Develo,mGnt Courses abro?d. 

5.29 Provision for exchange facilitics for 

trrtining of the Indian staff of forciCJn-controllcd 

comprtnic s in non-technical ficlc1s VJas m2.ric at a 

time when there were no organiserl facilities for 

such sturlies in tho country and im,ortant positions 
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in such ~r9anis2ti~ns were usually held by foreigners. 

In terms ~f °thL new ~r0visi~ns of the Foreign Exchange 

Re0ulati~n Act, 1973, com~2nies having non-resident 

interest ~f more than 40 D~r cent will be deemed to 

be foreign-controlled. Under the current policy, 

250 to 300 com;:>:1nics with non-resident participation 

~eyond 40 per cent ar~ likely to o~erate in India 

far ~n indefinite period. It may not be desirable 
• 

tG extenJ exch~n0G facilities to the Indian staff 

of such companies Rlone, while denying the facilities 

to otheir countcrp?rts in Indian comnanies. No doubt, 

~n ;:J.r,]ument may be:; n'Lluced in favour of the staff of 

In,lian bronchEs of foreign com;:>anies or hundred 

0ar cent subsidiaries 0f foreign companies, stating 

th2t exchnnge released for the training of their 

pars0nncl will ultim?t~ly reduce their remittances 

Qn ~ccount ~f profits/rlivi~ends. But this argument 

will not have much force since nJ exchange 

(exceptin'] a small amount of £.75/-) is allowed 

for the training of Indian Officers of foreign 

bcmks anr~ only 'PI F')rm is allowed in such 

c~ses if the concernsd trainee-officers are pnid 

reasonable stipend in foreign exchange by the 
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Head Office of the concerned bank without makin~ any 

ar1 justmc:nts with the s,)8ns()ring Indi2n branches. 

5.30 Having regard tJ these anomalias and the 

avail~bility ~f adequate facilitias for studies/ 

tra ininr:; in non-te chnical fiG Id s within t he country, 

the Stu~y T08m feels th2t tho Bank should not grant 

exchange to the Indian staff of foreign-controlled 

cc.m'Janics to go abroad for such tr<=lining programmes. 

They may, however, be 0ranted 'pI Form facilities 

subject t~ thu S2mG conditions as are nrescribed in 

the case of Indian officers of foreign banks. 

5.31 In certain cas~s, ?crsons resident in India 

arc allowed tJ retain th:ir foreign currency accounts 

Repatriation of interest/ 
dividend Accrued on 
foreign currency accounts 

subject, inte:r 

al ia, to the 

condition thf'lt 

~ivijend/intor~st on their foreign currency shares/ 

securities/balancos should De promptly repatri~ted 

to India. 4here, however, the aggregate amount so 

creditG\~l rbcs not cxceeoj £.50/- in a year, it may be 

rop2tri2te~ to Indi? oncu in a year. The facility to 

repatriate such small amounts once in a year is Qiven 

to the conc~rncd parties to av~irl inconvenience and 
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ex~cndituro by way of bank charges etc. 

5.32 The lir!1it of £.50/- ','las fixed some tir!1e in 

1964 and there has been a guneral increase in the 

rates 0: dividend or interest since then. Tho bank 

cha rge shave al so gone up. The Study Te: am re cOITh~lend s 

that for the convenie:nce of t;lO account-holders, this 

limit may be raised to £.100/- or its equivalent p2r 

yC: are 

5.33 Under the current policy, non,.resident~ of 

India:-t nat ional i ty 0:':- orig:;' n are pc rmitted to inve st 

the ir funds in 

India in publici 

ptivate limited 

companies and/or in partnership/proprietorshiQ 

concc-~rns, p:.:-ovided t:1G investo:r:'. concerned gives an 

undertaking that neithe:r the capital nor th~ 

dividends/profits acc.cuing thereon will be 

repatriat~d frorTl India. 

5.34 As the undertaking binds only the? investor 

and not his successor/s, it is possible that on the 

death of the original investor, his legal heirs may 

apply for repatriation of such amounts on the plea 

that the undertaking given to the? Bank has remained 
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abrag2ted on the death of the investor. In fact, 

Bombay Office received one such case and allowed 

remittances, treating the funds invested in India as 

a leg acy. In orde r to avo icl su ch co nt inge ncie s in 

future, it is suggested that the undertaking regarding 
. 

nan-repatriation of capital and income to be obtained 

frO[11 the non-re sident investor should be worded in such 

a 'Nay ClS tCI bind his successors also. For the purpose, 

a suitable fOl'm of undertaking' may be devised in 

c:.msultation with "Legal Departmc:1t. 

5.35 Applications received from industrial concerns 

in India for obtaining foreign currency loans from 

ICICI, IFC, etc. are aYJroved by tho Regional Offices. 

Issue of Guarantees 
-iJ.-gainst IC~CIl:..0_~m~. 

In terr.1S of the 

loan agreemc nt 

between the 

borrowing Company and t:1G ICICI/IFC, the former is 

required to furnish a bank guarantee to the latter 

in respect of repayment of loan and payment of interest. 

Such cases are dealt with at two stages - once when 

the .3pplic(\tion is received from the borrowGr for 

approval of Heads of Agre:cment and again when the 

appliCation is recd.vee. from his bankers for approval 
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regarding the.: issue of a gU2,rantce. Thc Study 

TeaL: rocomrnends that while; ap?roving t11e Heads 'of 

Agreement, it may also be indicated that tho concerned 

authorised dealer{after ascertaining his name and 

dddrc s s) r:1ay eXGcute the rc quis 1 te gu arantec, 

citing a reference to the ReseIVe Bank's letter. 

5.36 
~ 

The Department receives passports for making 

necessary endorsements regarding approval of 'PI Form, 

He cord of Pass­
PorTs re CCI"VC-ci/ 
delivered 

FrS Declaration or 

'J' Form and for other 

purposes. In the 

Bombay Office, 100 passports arc received, on an 

average, in a day. At present, thoro is no system 

of koepingany record of passports received and 

delivered. No receipt is given to t;le applica.nt 

for having accepted his passport. Passports which 

arc retained overnight arc kept in the boxes by 

different Sections without any balancing. 

5.37 The proceduru followed in n:;gard to the 

safe custody of passports is unsatisfacto~. If 

any compluint is rc:ccived from an applicant that 

the passport SUbmitted to the Department has been 

misplaced, the Department has no means to verify 
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the posi ti·on. In some C2SG s where such complaints 

~'Je rc re co i ved and ·)3 ssoort s cO'lld not be trac2d 
I • 

inspito of thorough seClr:h, lctt0rs were addressed 

to the Passport authorities to ti1U c:ffoct that the 

passport sUbmitted by the concerned ~p?licant had 

been mis~laccd in the Office and that the Bank had 

no objecti::m to tho Passport Lluthori tics issuing a 

duplicate passport. 

5.38 The Study Te am fecl s t hat pas sport s should be 

received aga!nst issue of token/receipt and delivered 

Clgainst surrender of the particular token/recL: ipt. 

In order to have a proper check on rece ipt and 

delivery of passports, a d(l.ily balancing system may 

be introduced. As at the close of the day, Staff 

Off5_cers of the concern()d Sections may make neccss<lry 

entries regarding receipts, d2livarics and the closing 

balance of the passports ir. the bctlanco book before 

keeping them in the almirah overnight. Although this 

procc:dure ma'I Cause an extra V'JOrk, it will save the 

Department from cmbarrrtssing position on Clccount of 

loss or misplacement ofp~ssports. 

5.39 The Departr,lent insists on sub.nission of 'No 

Objection' ccrtific2tes from the Income-tax authorities 
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in connoction v:ith c(;rtain applications (e.g. 

rcmittanc~ of 

surplus passage/ 

fr0ight collections, 

transfer of shares, 

etc.). Although income-tax clearnncc certificates 

arc issued by the Income-tax nuthoritics on security 

pa;::>er in standard forms, there is no uniformity 

in regard to the procedure for issue of 'No 

Objection' certificates. Apart from the 

arithmetical irregularities in certain cases, it 

has been observed that different Income-tax offices 

usc diff(;rcnt forms (iJll ::m ordinary paper) for the 

purpoS0 of issuL! of such 'do Objection' certificates. 

Sinc,:; it is risky to act upon such certificates, it 

is suggestc,-! th;}t the.: G~ntral Board of Direct 

Taxes :~1ay be: requested to instruct all Income-tax 

authorities to issue 'No Objection' certificates 

als0 on security pa~cr in a standard form. 

5.40 The Department has prescribud specimens 

of [C:rri1S in which applications aro required to be 

i112de for various purposes. Instructions are given 

on tL-..;so fOnTIS llS t·) tile: mannc.:r in which the 
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applicatiolls have to bc completed and what supporting 

Compreh0 ns ive ;,lcmoranda 
for calli~ for additional 
~-I ~ i c~'fr s7dOcume nt s7 
t. arlTlc at ions 

documents arc 

ro quired to be 

sUbmitted. 

Inspite of 

those instructions, oftentimes it bc-comes necessary 

f or the Departme nt to c all for some additional 

information/documents or secure clarifications. Some 

Sections of the: Department have devised comprehensive 

cyclostyled me~oranda for this purpose. The Sections 

where such comprehensive memoranda covering all 

possible objections have not so far been devised may 

also introduce this system. Tho Sections should, as 

far as possible, communicate: the requirements by 

putting tick marks against the appropriate columns. 

Each form should have some blank space so that 

point s which arc not cove: red by the st andardised items 

may be written by tho copying pencil or ball"point 

~cn by the dealing clerk. This practice will 

reduce: the typing \\iJrk Clnd will also facilitate 

quicker disp8s31 of applications. 
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'Ne re c.J,nr:1<..: nd that -

(1 ) 

( 2 ) 

( 3) 

(5) 

(6 ) 

(7) 

(8 ) 

Value-limits fixed for the 
Officers for disposal of 
rc Illitt ('"lnce.: appl ications may 
be 0 nhance:d ; 

Value-limits may be removed 
in respect of Exchange Control 
Officers for certain specified 
purposes; 

SDecimcn signatures of Staff 
Officers whu are empowered to 
0~'")prove the remi tt anCQ sand 
sign the Gxchange permits may 
be circulated to authorised 
dGalcrs; 

Tho system of counte rsignaturc: 
of pe rmi ts lTIC.Y be di scontinued; 

The issue of eXChange permits 
on security paper may be dispensed 
with for release of exchange 
li:')to £.15/- or its equivalent; 

Verification of signatures on 
bank certificates maY be done 
in th0 Exchange Control 
De:')artmcnt it se If; 

A comprehensive review of scales 
of exchange in res~)ect of all 
categories of travellers may 
be undertaken periodically; 

Scales of exchange and the 
various monetary limits may 
be expressed unifo~ly in 
Ind ian Ru pee s; 



(9) 

(10 ) 

(11 ) 

(13) 

(14) 
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Exist iog prrJvl.sl..m for payii:e nt 
~-[ buying C')!'!1jl1i:3sion on im?orts 
':.l2y b(~ withc'.rawn; 

Lic~nccs to airlinG/shipping 
companies and tr2v01'Elgcnts may 
he issued for a p2riod of throe 
yc ars 2t a ti:ne; 

Spc:cim0n signatur0s of Staff 
Officers \1ho arc; authorised to 
sign Ipl Forms may be circulated 
t.) all airline/shipping , 
companies and travel agents; 

Exchange ?crmits (other than 
Dl2.nket Exchang;.:., Permits) may 
be issued in duplicate, the 
first copy baing marked 
"For Drawing Exchangu ll 2nd the 
second "For B,)oking Passage"; 

Exchangc facilities to the Indian 
st aff ~lf fore ign-c or.tI'olled 
companies for training in non­
technical fields ril()Y be \Nithdrawn; 
and 

Limit for replltri2.ti:Jn of dividendi 
intere: st on fore i9n currency sl1are s/ 
securi tic s.lbalancc; s :nav be raised 
to £.lOO/- or its equi~alent. 
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CHAPTER VI 

DELEGAT ION OF POVIERS 

6.1 The Reserve Bank has found it necessary to 

del0gate certain powers to authorised dealers, 

authorised 
Introduct ion 

money-changers, 

airline/shipping companbs, Life Insurance Corpora­

tion of India, etc. under the Foreign Exchange 

R3~ul2tion Act tn avoid inconvenience to the 

public in havinn to make individuGl applications to 

the Reserve Bank. Simultaneously, wide powers 

hC1.ve been given to the Regional Off ices to deal with 

applications, which are not covered by the powers 

d~le9ated to these agencies. While delegating the 

authority, ap~ropriate reportinq systems have been 

evolved in order to \) nsure that the powers granted 

are nClt abused. The Study Team has examined.: tn a 

limited way certa in as:Jects with a v iew to ident ify-

ing the a.reas where further powers can be delegated 

or the limits for an0rov~ls, where fixed, can be 

raised. D2fore formulatinq its views, the Study 
\ 

Team has take~ into account the number of ap01ica-

tic·ns received, the type of scrutiny made at the 

levol of approving authority, the possible risks 
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involved ane the si'lfeguards roquir,:;d. The aroas 

where ;JQwerS can be delegated to airline/s~i?ping 

companies, authorised dealers and the Regional 

Of f ice s are disc us sed 1;e low. 

6.2 (i) In ChalJter III of the Renort, the 

Study TOClm h(1S analyso'd the working of the 'PI 

Form Control an~ has finally recommended that 

this restrictive 
/iir 1 ine ISh i,,)[,) ing 
COn1?anie:: s 

- ?~ssales under 
FTS 

prov is ion in 

regard to 

travel without 

exchange m~y be withdrawn. Since this pro~osal 

haswirler implications, it may have to be 

considered at length in consultation with Govern-

mont. tiS it would take some time to arriv,,: at 

tho final docisirn, the Study Team has examined 

whether the powers regardinq booking of passages 

under the Fore i9n Trave 1 Scheme, wh ich is an 

offshoot of the 'PI Form proceoure, can be re-

delegatod to airline/shipping companies and 

trave 1 age nts • 

(ii) ~t the time of introduction of the 

Foreign Travel Scheme in March 1970, powers were 

vested in airlino/shiptiinq com~anies and their 



156 

aqcnts to hook pnSsaqes under the Scheme. On 

"['ece i;.lt of a compla int from Air Ind in that some 

f'Jreign airlines had been indulqinCJ in m31practices 

by bookinn passages of nan_residents against 

)oyrnent of fares in Indian Rupees, the matter was 

reviewed by Government in 3 meeting where represen­

tativss of the Department of Economic Af-Fairs, 

De,:)artment of Civil Aviation and Air India had 

?artici\)ated (the Reserve Ban!< was not represented). 

It wa s dec ided that the powers give n to a irline/ 

shir~ing comp~nies and their agents regarding 

bookinq of passages should be withdrawn and that 

each oassenger's eliqibility to travel abroad under 

the Scheme determined by the Reserve Bank on a 

case-to-case basis. /\ccordingly, the new procedUre 

for securing specific permission of the Reserve 

Bank w~s introduced in May 1972. 

(iii) The Scheme is thus being directly 

administered by the Reserve Bank for: the last three 

anr a half years. Since a large number of travellers 

are eligible for the facilities under the Scheme, 

there has been a continuous increase in the work­

load on the Department in this reaard {vide paragraph 
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3.13 Chapt0r III). Thnugh the )ClfJers of a4'lines 

and travel agents were withdrawn due to the mal­

pr~ctices re~ortGd to have been indulged in by 

some carriers, it has to be cons idercd whether 

such a oopular Scheme sh~uld continue to be 

administered directly by the Reserve Bank for an 

indefinit:; perioo. Basically, the Drocedure is 

simy;le in these cases. /\11 that is n·2ccssary is 

to determine, with reference to the passport of 

3ny applicant, whether he has unoertaken c:my foreign 

travel (exce~t to Sri Lanka, Bangladesh, Mauritius, 

or ~pa 1) during the. preced ing three ·ye arS • 

Certai,nly, the orecious resources of the Central 

Banking Institution should not be allowed to be 

frittered away Cln a day-to-day basis for such 

routine items so that due attention may b8 given 

to the core :Jroblems more r)rofitably. At the same 

tim~, it is necessary to ensure that the airline 

com\'?nies or the Cl~plicants do not circurrMont the 

reoulations. The Study Team has gone into this 

~ro~lem and considors that the work rcl~ting to 

this simnlc scrutiny of FTS declarations can 

conveniently be delJqated to airline/shi~ping 

comr~nies with d,-,pro,...,riate safe-guards. The 
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authority neGd not, hO'Never, be rede legated to 

trav81 anents as it may be difficult to exercise 

effective supervisbn on thGir operations. 

(iv) The leoal imolications of this 

Drooosal have heen examined in consultation with 

Legal DeDartment. Su~-section (7) of Section 32 

of FERA, 1973 requires that no airline/shipping 

company should book oassaoe for any perSon for 

foreign travel unless it naS: been anproved by the 

!.eserve Sank. This requirement may, however, 

b:~ disuens.:d with by the Reserve Bank by issuing 

a general or special Order under Sub-section 11 

'Jf the same Sect ion. The Order should ind icqte 

the conditions 'subject to which passages under 

the Foreign TravG1 SchernG may be booked by the 

airline/shinoing cOTn'')anies. 

(v) {"'part from the issue of such an Order 

from the leqal angle, it will be necessary to 

introduce a few administrative measures to prevent 

possible abuse of the facility in the event of re­

delegatio~ of Dowers. These me~sures may be as 

unci er : 

(a) \'VhGre the eligibility of any passenger 
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for trave 1 abroad und(~r thO Fore iqn Travel 
Scheme is established, the Department signifies 
its ;)')oroval on all coY)ies of the relative 
dcclar~tion file~ by the applicant and also 
endorses his pasS-Dort. In order to avoid 
double booking, the airline/shipping comoanies 
may ~e directed to endorse the passports of 
passengers where P3ssages have been booked 
under the Sche~e, althouqh such comoanies 
did not previously have any authority to record 
endorsements on ~assports. Since passport is 
an official document issued by the Ministry 
of External Affairs, their consent may be 
obtained through the Ministry of Finance before 
issuinq any directions to this effect. 

(0) At present, there is no restriction reqarding 
payment of pass~qe money by or on behalf of any 
traveller in cash. With a vie,,., to reducing 
the chance s for malpractices, instruct ions 
may be issued that payment towards passage 
farc snould he received by the concerned 
airline/shipping comoanies from the travellers 
under the Scheme only by means of crossed 
cheq1'8s drawn on thelr accounts (vide also 
paragraph 3.29, Ch~pter III). 

(c) In cases where the renewed or duplicate pass­
port does not bear any certificate of the 
PJssport 3uthorities reqardin9 the last date 
of ro-entry of the traveller lnto India from 
abroad and tho traveller is unnble to produce 
his orevious oassport, FTS approval is given 
on the basis of an affidavit, duly sWorn to 
before a Maqistratc, stating the reasons for 
his inabi 1 ity to produce his exp ire d pass port 
and affirming that he has not been in any 
plac~ outside India (except countries exempted) 
during the relevant period of three years. 
Since there is considerable scope for abuse 
of the facility in this ?rocedure, it may be 
discontinued. If the traveller is unable to 
produc.:: his prev ious pas 5 port and the 
renewod/duplicate passoort does not indicate 
the last date of re-entry, the traveller concerned 
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has to wait for three ye~rs from the date of 
issue of renewed/duplicate oassport to become 
c:lbiblo for t;1'~ FTS facility. There will, 
how2ver, be ~o restriction on his foreign 
tr~Jve 1 under the usual 'P' Form or permiss ible 
exchange fC'lcilities. 

(d) In terms of Sub-section (5) of Section 43 
of the Foreign Exchange R.egulation Act, 1973, 
the Reserve Bank has been empowered to under­
take inspections of the books and accounts 
of airline/shi?pinq compnnies and travel 
agents. While it may not be possible for 
the Bank to detect through inspection all 
irregul~rities that may be indu1ged in by 
unscrupulous airlin~s, surprise 1nspections 
v'ill creat~ a psychological impact on the 
foreiqn airlin8 s and oct as a deterrent 
aga inst md Ipract ice s • Pe nd ing introduct io n 
0f ~ comprehensive insDection ?rogramme, 
inspections in respect of the boo~in0s made 
by airlines unde~ the Scheme may be commenced 
str;:> ightwa y. 

(e) The Regional Offices may be instructed to 
carry out a po st -f acto scrut iny by call ing 
fo~ Dasspcrt~ of some of the travellers for 
whom p~ss3ges have been boaked under the 
Scheme. For this puroose, Offices may select 
~t r2ndom 10 per cent of the travellers from 
the r21ativ2 monthly statements received from 
the airlin~/shipping companies. 

6.3 (i) Authorised dealers are empowered to open 

letters of credit upto £.200/- or its equivalent for 

imports by 
/\uthorised Dea~ 

- Imports b"y" post parcel 
post parcel 

of goods 

Which are normally shipped in this manner (e.g. 

watch Darts), provided th,.? importer is in possession 
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of ~ valid import licence or t~e import is covered 

by an Open General 'Licence. Cases where the value 

of the letters of credit to be established exceeds 

the limit of £.200 or its (~quivalent (even though 

individual drawings under the credit may not exceed 

that limit) and cases where the goods to be imported 

are not of a kind normally imported by post parcel 

are required to be referred to the Reserve Bank 

Lvide paragraph lO(iv), Sectior. VI of the Exchange 

Control Manua!? 

(ii) This restriction was initially im'Oosed 

in sixties when fraud·ulent oractices of some 

unscrupulous imoorters came to the notice 6f the 

Department. Although the limit was subsequently 

relaxed to meet the difficulties of bonafide 

importers, a number of such applications are 

received in the Department due to general 

escalation of costs. The Regional Offices are 

freely aoproving such references from authorised 

·dealers. Offices have also powers to grant general 

p2rmission to the concerned authorised dealers in 

respect of applic2tions of the Public Sector 

Undertakings, Universities and other educational 
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i;1stitutions and public limited companies, 

irrespective of the amounts involved or the 

n~ture of goods to te imoorted. 

(iii) During a oarticular month(September/ 

October 1974), the Bombay Office anproved 34 

2polications and it is understood that the flow of 

cases continues to be more or less in the same order. 

Of the cases so rece ived, about 50 per cent were for 

amounts ranging unto £.500/- or its equivalent. 

Since these applicatiDns are required to be 

processed with utmost expedition and authorised 

dealers have also familiurised themselves with 

the objectives of the particular Regulation 

during the last decade, it is proposed that 

the banks may be given general authority to approv"e 

all such applications fo~ opening letters of 

credit or for remittances aqainst bills for 

collection upto a value limit of £.500/- qr its 

equivalent Lvide oaragraphs 10(iv' and 14(ii), 

Section VI ihig. This delegation will reduce 

references to the Reserve Bank to a considerable 

extent. 
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6.4 (i) Authorised dealers are required to refer 

to the Reserve Dank applications for" remittances 

-Delayed Payments 
a9 a inst Imports 

against 'cash' 

import licences 

(Le. licences 

not issued on deferred payment hasis) beyond six months 

from the date of shipment, exceot for remittance of 

the amounts w ithhe Id towards guarantee of performance 

etc. and remittances aqainst imoort of books LVide 

r>aragraph 17(i), Section VI of the Manua!? 

(ii) The intention behind the restriction is 

to ensure that no extr~ exchange is remitted to the 

overseas su'~pliers towards interest on account of 

de layed payment and that the im'")orters do not 

unnecessarily carryon exchange liability for a 

longer per iod • It is o!:>served that in mo st of the 

case s, the concerned im-oorter expla ins the de 1 ay 

by stating that the relative import licence has been 

misplaced or they h~ve run short of funds. The 

Regional offices approve the applications, almost 

as a matter of routine, subject to the condition 

that no oayment of interest is involved on account 
. 

of delayed payment. The Bomhay Office receives a 
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good num~er of 2pplications of this type (276 

,"'\\~plicat ions during January to March 1975) and no 

case is practically rejected. In all these cases, 

there is generally a delay of six months to one year. 

It is recD~mendod that PoWers may be delegated to 

authorised dealers to alloW remittances against 

imoorts under 'cash' licences beyond six months from 

the dqte of shiDr.l2nt without the prior approval of 

the Bank, provid~d the delay is not more than another 

six m0nths (i.e.ona year from the date of shiDment) 

and they 2re satisfied that no extra Dayment by way 

of interest or for any other reason is involved 

dir 2ctly or indirectly on account of the delayed 

payment. 

6.:: ( i) Applic at ions from exporters for 

rel~ittances on account of commission to their selling 

agents abroad are required to be referred to the 

-Commiss ion 
on Exports 

Reserve Bank, 

exceot in 

cases where the 

~g~ncy arrangements have already been registered 

with the Reserve Bank (vide paragraph 5, Section 

IX of the EXchange Control Manual). Such 



165 

applicaticns are approved by the Regional Offices 

uoto specified rates, depending on whether the 

comrrodity on which <;ommission is payable is 

classified <'lS 'traditional' or 'non-traditional', 

whether any after-sales service is involved, whether 

corrmodities/aoods involve foreign collaboration, 

payment of royalty, etc. The Regional Offices have 

pc\VerS to allov, commission remittances upte· 5 per 

cent on 'tradition~l' items and upto 10 per cent 

on 'non-traditional' items. 

(ii) During the year 1974, Bombay Office 

approved 264 apolications for remittance of commission 

165 applications in respect of'traditional' exports 

2nd 95 applic3tions in respectnf 'non-traditional' 

exports. In 234 cases, ~he rate of remittances 

varied between 2 to 5 per cent. 

(iii) At present, all the three copies of 

GRIEr Forms (duly sU1')T)orted hy the relevant documents) 

are submitted to the Customs authorit ies at the time 

of shipment for necessary scrutiny. The Customs 

i'l.ut:-Iorities v2rify, inter alia, the rate I)f commission 

as may be declared on the eX00rt forms. In case the 

commission nayublc to ovorseas aqents is not declared 
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on the forms and accented hy the customs, it is not 

normally ?llowed to bo remitted. In view of the 

s crut iny made bv the Customs author it ies at the pre-

sh iome nt staqe, it is fe 1 t that Dowers for remittance 

of commission in individual cases may be delegated 

to ~uthorised dealers within certain limits. 

(iv) It is suggested that authorised dealers 

r;t2.y ~Jc q i ve n author it y to apnrove such rem it ts nces, 

without Drior reference to the Reserve Bank, subject 

tn th'~ followinq broad conditions: 

(a) The r2teof commission has been declared 
on the relative GR/EP Form and accepted 
by t'ilE Customs authorities; 

(b) The rates at which remittances are 
desired to bo made should not exceed 
2 per cent in the case of 'traditional' 
and 5 0er cent in the case of 'non­
traditional' commodities. (For this 
pUI"')ose, an upto-date list of 'traditional' 
~nd 'non-tr~ditional' gn00s may be 
circulated to authorised dealers); and 

(C) The proc2eds in respect of the particular 
shipment have been/will be received in 
full in free foreign exchange through 
the concerned authorised dealer. 

(v) Since it is necessary to process all 

such applications with utmost expedition in the 

interest of export promotion, thE proposed delegation 

vIill help clearance of many such remittances by 
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authorised doah:rs directly ~nd will, at the saJ'T}0 time, 

afford consider~ble relief to the Department. 

6.6 ( i) Remittanc8s not exceeding £.15/- or its 

equivalent may be effected by authorised dealers on 

- PCl.te nt and Trade 
Mark Registration 

behalf of 

Ind ian oWners 

of patents, 

de s ions, trade marks, Gtc. to t he concerned authoritie s 

in foreign countries for the purnose of fresh 

registration or ren8wal of earlier registration 

(vide paragraph 12, Section IX of the Manual). 

The Req. ional Offices have Dowers to a~Drove the 
L I'-

remittances of this nature, irrespective of amounts. 

(ii) During the period July to December 1974, 

Bombay Office apDroved 57 3)Dlications for remittances 

towards reoistration or renew3l of patents, trade 

marks, etc. in excess of £.15/- or its equivalent. 

Of these, 22 cases were for amounts ranging unto 

£.50/-. Since the registration of trade marks is 

intended for popular ising the Indian brands abroad, 

such anplic3tinns m2y be apY)roved liberally. It is, 

therefore, recommended that this limit for authorised 

dealers may be rais8d to f..50/- or its equivalent. 
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6.7 ( i) At )rescnt, authorised dealers are 

0rlLY)owered to allow remittCll1ces upto U.S.$.100/- or 

its equivalent 
- Subscr i:.,t ions 

Mem ershlp f~~ on account of 

individuals in 

Clny calendar year in Dayment of subscriotions 

or membershin f205 to bonafide clubs, scientific, 

technical and educ2tional institutions (other 

than religious or mystic orq2nisations or the 

Rotary/Lions Internat ional). They are also 

Juthorised to allow r·::mittances u')to £.100/- or 

its equivalent ~0r annum ~er applicant in respect 

of payment of subscriptions or membership fees 

to QverSe as inst itut ie>ns by f irms/comoan ie sand 

otl1C!r corporate bod ies . Applicat ions for am.)unts 

in excess e>f these limits are required to be 

re+erred to the Reserve B.=tnk !Vide ?aragraph 17( i), 

Section IX of Exchange Control Manual read with 

A.D. Circular No .37 of 197:9'. 

(ii) Since the subscriptions or membership 

£o,;s are being raised from time to time by the over-

seas institutiol1s, requests are received in the 

Dep~rtment frem individuals anrl various organisations 
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foJr enhancement elf th.:: limits Drcscribed for the 

authorised o8alers in t~is r2oard. It is observed 

that during July-D~cember 1974, Bombay Office 

a~):'roved only 6 apolicC1tL)ns for remittances in 

excess of U.S.$ .100/ - in the case (,f ind iv iduals 

and 37 applications f~r remittances in excess of 

£ .1nO/.. (of wh ich 18 a~fll ic at io ns for remittance s 

upto £ .200/ -) in the case of f irms/companie s. 

(iii) A?parently, there is a c~se of upward 

r2vision 0f the limits in the case of corporate 

b~diQs, thou~h such a revision in reqard to 

remittances by inrlividuals is not strictly necess~ry 

at present. It is, h"wever, lik0.1y that some 

organisations will further raise the rates of 

subscriptions in view~f the qeneral increase in 

costs. Since in these cases, no discretion is 

required to be exercised by banks ~nd the beneficiary 

organisations are usually of qood standing, there 

is no risk in vGstir:g v!ider DoWers to authorised 

dealers in this regard. It is felt that while 

r; nh::1nc ing the 1 imit for the cor")Orate bod ies to 

£.200/- ()r its eQuivalent, the limit applicable to 

individuals ~ay also be raised marginally to 

U.S.:r.125/- nr its equivalent. 
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6.8 ( i) At lJrcscnt, JpplicatL,ns for casual 

remittances like nifts an the occ~sion of Christmas, 

-Gift Re:!',itta:lces 
birthday 

anniversary, 

etc. are required to be referred to the Reserve Bank 

(v i~e PJr;:J.gr3~h 2, Sa ct ion X II ibid). Such 

r:;mittCll'1ccs arc ?,,,prlJvGd a't the personal discretion 

0f the DGY')uty/Assistant Controller U?to a limit of 

£ ."30/ - in any on2 cale ndar ve ar Drovided -

(a) the r2mittctnCe is m3rlG to a close 
re l;)t ive ,'")f the remitter; 

(b) the benefici=1ry has not qone abro,Jd 
for a short perind for business, 
medic~l treatm0nt, etc~ 

(c) the; ben,:;fici;;ry is not in receipt. of 
remittances fr0m Inr:lia (excepting 
students) ; 

(d) th ':; lJUrJose st ?te d by the apo lic ant 
is reasonable; and 

(e) the remitter certifies on the 
prescribed application form the 
total c~sual remittances made by 
him eluring the c('llendar ye~r LInd 
the total ?mr)unt so remit ted is 
within th21bove limit. 

(ii) During the period January-July 1975, 

B)mD.lY Office ap')rove r.1 142 such a';;.:>lications, of 

v!hich 101 ll::--plicc,tisns were fnr amounts ranging 

uptr) £.25/-. In view .'){ th2 smJlln('ss of individual 
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remittancas, it is recommcndod that authorised dealers 

may ba qive~ 00Wcrs tr ~llow such rcmitt~nccs upto 

£.20/- ,jr its equivalent per ap?licant per year 

s ubj 2Ct tel the co nd it ions 1 iste d in the preced ing 

')3raaraph l with the only modification that the 

cateqory of close relatives for the purnose Df these 

remittanc2S should be confined to parents, sons, 

rl?uqhters, brothsrs or sisters of the remitters. 

In all ~ther cases, applic3tions should continue to 

be referrad to the Reserve Bunk as before. 

6.9 In terms of paragraph 12(ii)(b), Section XII 

of tha Exchange Control Manual, authorised dealers 

- Refunds of 
Income -tax 

are empowered 

tc remit 

amounts, not 

exceeding Rs.l,OOQ/_, to\,'Jards refund of income-tax 

in respect of non-resident individuals who are 

aligible tc receive current income from India. On 

a rnuC1h survey of the cases anproved by the 

Bomb~y Off iCc, it is observed that quite a number 

'Jf C'lpplicCitiGns for remitt<1nces UDto Rs.2,sOO/­

have ~-'een 27:1{:'roved on this account. Although 

alJplications ~:or still higher amounts have been dealt 
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with by the; 02"Jartmcnt, it is felt that references to 

the Rr;serve Bank \Jill bo much reduced if the present 

limit is r:1ised fror:1 Rs.l,OOO/- to Rs.2,500/-. 

6.10 (i) Authorised d0al~rs may allow foreign 

nat innal s to make recurr ing remittunces to the ir 

-Recurring remittances 
by foreign nationals 

respective 

countrie s for 

family muin-

te nance etc. upto 50 ":)er cent of the ir net income, 

subject to a maximum of Rs.2,360/- foer month after 

their eligibility f, ..... r this facility has been 

rletermined by the Reserve ~ank (vide paragraph 2, 

Section XIII of the Exchange Control Manual). 

Requests fer remittances in excess of this limit 

are requirerl to be referred to the Reserve Bank. 

The Bombay Qffic·e approved, during ATJril 1974 to 

Mny 1975, 2S many as 88 apnlications. Of these, 

the scales of remittances in 30 cases ranged between 

Rs.2,521/- t,:) HS.3,500/- ner month even though these 

amnunts we-;:o le!:'.s than SO per cent of the emoluments 

of the concerned remitters. 

(ii) These limits were lust revised in 1966 

aftE:r d,ev:'1luC'ltion of the Indian qupee. In view of 
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tho inflationary trends world over, the emoluments 

of the f')re ign nat L"'nals em0loyod in India have 

~lso qoncrally gone UD. If the powers of authorised 

dealers are enlargGd in this regard, there will 

be less references to the Reserve Bank. As 

engagement of foreign rP.tionals is screened by the 

~2serve Rank, there is no particular risk in increasing 

the limits in this req::lrd. It is recommended that 

authorised dealers may be permitted to alloW 

recurr ing remitt ances in s uc h cases unto 50 per ce nt 

of the net income of the concerned foreign nationals 

subject t() a maximum "f R!).3,500/- per month provided 

other prescrirJod c n nditi0ns arc fully sC1tisfied. 

6.11 In terms of ~araqraph 14.A.II(b), Section XX 

of the Exchanqe Control Manual, authorised dealers 

-Credits to Private 
Non-ros ic1ent Accounts 

h;:we been 

given 

perm is s io n 

tn credit private non-resident accounts with proceeds 

Gf small cheques, rrovidsd tho a~gregate of such 

credits during a month does not exceed ~.2,OOO/- and 

that nC"' individual credit is in excess of Rs.750/-. 

The Department receives a number of applications from 
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2uth,)rised dO·?llers for ::10proval f8r crediting amounts 

5:12 xc 0 S S of t ~ e S G limits. I~ many cases, the 

2mounts to De crGdited re~lr.esent accumulated rGnt 

on flats owned by non-resident Indians. When such 

an npplic~tion is received for the first time in 

resoect of any p~rticul~r house or flct,it has, inter 

ali~, to be verified whether nermission under 

Section 31 of the Foreign Exchan~e Regulation Act, 

1973 has been obtained. Once the application , 
for credit of the amount to the concerned non-

resident account is given, there is no point in 

examininq such ~ryplicati0ns aqain and aqain so 

lonq as the tendncy terms continue to be the same. 

While 3?proving the first credit in such cases, 

the concernod authorised dealer may be granted 

general PQrmissi0n to credit the amounts 

oeriodically subj.::ct to the condition that fresh 

approvals should ~)e obtainerl when there is a change 

in the terms 0f tenancy. 

6.12 ( i) The Regiont-ll Offices have been 

em'}owered to a~prove ap?lic~ti('ns from firms and 

companie s for remittance s towards the cost of 

;:-dvert isements abroarl pro\! ided they are for 
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~romoti()n of eXDorts (visibl0 or invisible) from India, 

Reqional offices 

Advertisemonts abroad 
fjr Export Promotion 

the volume and 

nature of business 

of the applicants 

are su: h as to 

just ify tho fore iqn exchange expe nd iture and the banker t s 

r8~ort on thc concerned firm or comoany is satisfactory. 

LAuthorised dO(llors are empcwered to effect remittances 

,_,f this nature (wt exceedinq £.75/- or its equivalent in 

any calendar year on behalf of their clients who are 

ust.:)blishc'd ex Jorter§7. The free limit granted to the 

Region:)l Offices for releasing exchanqe far advertisements 

abro2rl. was rostricted from Sentemher 1974 to ~.5,OOO/-. 

Apnlic2tions far ~m0unts in excess of this limit are 

noW referred to Ccntrnl Office LVide paragraph 88(i) 

of the 80') k of Instruct ions re ad with C.O.C ircular 

44 cf 1979. 

(ii) central Office received during January-

July 1975 as many as 51 applications in this regard. 

Of these, remittances in 22 cases ranged upto 

~.10,OOO/-. Since there has been n general increase 

in the cost of .3dv8rtisements in f"'lreign newspapers, 

ma9azines, etc., and exnorters have also launched a 
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more intensive export pr0moticn drive, it is 

r2commc ndeo that t.he limit mZ1y. be enh;mced to 

F:,;.lO,000. This limit will also aplly to remittances 

fr;r ')rnaocastinq advertisements for export promotion, 

2xccptin0 those for broadcasting advertisements 

OV2r Radio ceylon. A~plications for the latter 

categnryshoulrl, hcwevar, continue to be 

r,.?·'erroc1 tr the Bombay Office where the work is 

centralised. 

6.13 ( i) The Rc~ional Offices have baen delegated 

~G~ers to approve freely 'PI Forms of invitees for 

inaugural flights, 
Inaugural fliqhts 

if the invitee is 

,; j(,urnJlist, travel 3gent or a h()telier catering to 

the ~irli~e concerned. In the case of other invitees, 

Offices are required to refer th8 applic;)tions to 

Central Office /vide D3ragraph lOS (xiv) of the Book 

of Instruct ionY. Government have advised that 

invitations for inaugural flights to individuals 

b2S02d on business or commercial contacts may be 

,')")rroved by the Reserve Bank at it s d iscret ion. 

(ii) It is a common practice among the 

<lirlines to invite for inaugural fliqhts top 
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executives ~f busi~~ss firms/comDanios which ~re 

(){)tronis ing them. It is recommended t i1at powers 

may h~ :jeleqated to th'~ Regi~nCll Offices to ar)prove 

'PI Fnrms of executives of such companies provided 

they have haen invited for inau0ural flights on 

acccunt 0f business or commercial contacts. It 

may also be clarified that if a person is otherwise 

Gliqible for travel abroad under the Foreign Travel 

Schene ()r for 'P t Form c learancf? or has been 

ro12C1scd exchange, Offices need not go into 

th~ quest ion whether the i'lctual journey is performed 

wholly or p2rtly by an inauqurJl flight. 

6.14 ( i) In terms of p araqra'Jh 149 ( i) (a) of the 

Book of Instructions, Offices have been instructed 

to deal with 
-Ex:Jort promotion visits 

release of 

a~plications for 

exchange for export promotion favourably 

in the c ;:ISO ()f f irms/comnan ie s hav in9 good export 

performance and/or having enquiries from overseas 

buyers. In cases where the ex~orter does not have 

any Y")ast exports or is not able to produce any 

enquirics from foreign importers, etc., Offices 

may release exchange on the recomme~dations of the 
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Ministry of Commcrce, EXY)crt Prornot ion Counc il 

or ~ C~mmarlity 8oard~ Even where no such 

recommendation is produceri, Offices may still 

consider the a~plic~tion if any 2vidence is 

::;rcduced to show that the; orl)'Josed fore ign 

t,-',ur is likely to result in new/3c1ditional 

exports. Where Offices pro?ose to reject an 

0;"PJ. ic at ion for export promot ion, they have to 

refer th0 case to Central office with full 

particulars. 

( . . , 1.1., The policy in r8qaL'C1 to release of 

2xchange for travel abroad for export promotion 

is fairly liberal. There should not, therefore, 

be any occasion frr the Reqional Offices to 

reject the 30plication for release of exchange 

f,~r export promotion if there is a prima facie 

case within the lboV2 guidelines. It is not 

necessary to refer such cases to Central Office 

where they cannot be ?"")provcd even under the 

existing liberal Dolicy. Offices may be advised 

that they may str,:"iqhtvlay reject the applications, 

VJithcut L'efe!'ence t; Central Office, where they are 

s~tisfied th~t there are no sufficient gr~unds for 
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rGle~se of 2xchango in ~ny particular case. 

6.15 ( i) At i-lresent, 'i.cqion<"11 offices are empowered 

to release 
- Entert ainme nt !-\llowance 

GxchGngc 

tnw~rds entertainment allowance only to the travelling 

s?lesm2n at the following rates, subject to accounting 

(1 ) 

(2) 

£.30 or its equivalent ncr trin for 
~ period 0f stay abr2ad-upto 30 days; 

£.1 or its equiva12nt per day for 
approved stay in excess of 30 days 
far Which exch~nge is released for the 
t() ur • 

/\':-'r--licati"ns for release of exchanq~ for entertainment 

0urOoseS for businessmen other than travelling salesmen 

are required to be referred to Central Office Lvide 

para.jraph 151 ( ii) ()f the Book of Instruct iony. 

(ii) It is an anom~lous situation that Regbnal 

Offices are empowered to release exchange even to top 

businessmen for thoir husinGss Visits abroad, but 

their applications for entert8inrnent allowance 

are required to be referred to Central Office. The 

Study Team recommends that the '~egi()nal Offices may 

be authorised tn release exchan0e for entertainment 

allowance to ton executives nf comnanies (Chairman, 

M2nanina Director nr Director) going abroad for 
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discussions relatina to collaboration or for 

~iscussions on large e~port deals (including 

construction tenders) or for other important 

negotiations upto £.11")0/_ or its equivalent, 

dr, pe nc1 ing UDon the pe r iod of s ta y a porove d, 

subject to submission of a broad account of 

the amount spent in this regard. This will 

he in line with the recommendation recently 

marie by the Group appointed for examining the 

oroblems relating to travel abroad on export 

promotion grounds. 

6.16 (i) The Exchange Control Department issues 

Blanket Permits to exporters with a large volume of 

- Blanket Exchange 
Permits 

exY)orts to 

the ir credit. 

The holders 

of such permits can draw exchange from authorised 

dealers for, travel abroad for export promotion and 

other a0proved purposes without obtaining prior 

approval of the Reserve Bank each time. At present, 

exporters who are reaistered a5 "Export Houses" with , 

tho j·'iinistry of Commerce, Government of India, and 

those whose exports in the previous year amounted 

to not less than Rs.7S lakhs in the case of 'traditional' 
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goods and ~.15 lakhs in the case of 'non-traditional' 

goods are eligible to obtain Blanket Exchange Permits 

from the Reserve Bank. (In the case of consultancy 

organisations/firms of consultancy/design engineers the 

limit has been fixed at Pts.5 lakhs). All apolications 

for issue of Blanket Permits, fresh or supplementary, 

are required to be re+erred to Central Office LVide 

paragraoh 161( i) (a) of the Rook of InstructionY. 

The Study T2am has examined the '/'Jorking of this 

procedure., It is observed that qenerally there is delay 

in issuing Blanket Permits. On account of the delay 

in issuin("'l such oermits, the eXPorting firms/companies 

are perforce to apply, on an ad hoc basis, to the 

Regional Offices for release of exchange for travel 

of the ir representatives on export promotion grounds. 

In the orocess, the work-load in the Regional Off ices 

increases and the purpose for which the Blanket 

Exchange Permit Scheme has been devised is lost. 

(ii) The Department has not so far attempted to 

~eleqate powers in resoect of the issue of Blanket 

Permits to Reqional Offices mainly because of certain 

practical difficulties in standardising the quota of 

exchange for the purpose. It is quite common that 
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different apolicants have been released exchange for 

different am~unt~ even though their export performance 

is more or less identical. Such differences happen 

as the amount is determined in each case, depending 

on some variable factors. In any case, it has become 

absolutely necessary to deleqate the powers to the 

Regional Offices within some hroad guidelines in the 

interest of quicker service to lar~e exporters and to 

reduce avoidab1e work-load of the Regional Offices. 

(iii) The Group appointed by Government recently 

for examining the problems relating to travel abroad 

for export promotion have suggested, inter alia, 

lowering of the minimum export turnover for 

eligibility for Blanket Permits and delegation of 

powers to the Regional Offices to issue Blanket Permits. 

Since the Department has alr~ady prepared a frame­

work for implementat ion of the recommendat ions of 

the Group, the study Team is not making any specific 

suggestions in this regard. 

6.17 ( i) PerSons proceeding abroad for medical 

treatment are required to first obtain a 

recommendation in the prescribed form from the 

Chief Administrative Medical Officer of the State 
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concerned on the basis of the report of the treating 

phys ic ian/surgeon. 
- Exchanre for 

Medica Treatment The Reaional Offic2s 
:J 

have been empowered 

to release exchange for medical treatment 3broad 

initially upto the amount recommended by the medical 

authorities, but not exceeding U.S.$.3,125/- for 

U.S.A. and canada and £.750/- for all other countries 

LYide paragraph 189(iii) of the Book of Instructioni7. 

Exchange permits for medical treatment are issued with 

a condition that a detailed account of the disbursements 

made out of the exchange released should be submitted 

to the Bank, duly supported by receipted hospital/ 

medical/hotel bills. Additional exchange is released 

only on submission of an account in respect of a 

substantial part of the exchange initially' released 

supported by receipted hospital and medical bills 

and a certificate from the attG;ding doctors ahroad 

stating the estimated duration and cost of further 

treatment. 

(ii) There are cases where the treating physician/ 

surgeon recommends an operation and the overseas 

hospital ins ists on advance payme nt of an amount. 

In these cases, the requisite amount mostly exceeds 
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thG limits inn ic('ted in the preceding paragraph. 

Since no .rliscretion is required to be eXE;rcised in 

th~se cases 21~ such c~ses should be disnosed of 

with utmost eXDerl it ion, it is recommended that the 

q~gio~31 Offices may be empowered to release exchange 

tow;:1rds advance \"Jayrre nt to overse.J s hos pitals in 

res\),.:ct of persons proceedinq abroad for operat ion, 

irresp,:;ctive sf the? 2.mounts involved, subject to 

the usual cond it inns. 

6.18 ( i) RegionQl Offices have powers to release 

exchanqe to tho extent of Cey.Rs.300/- per person per 

- Gr 0 u p vis its to 
SrI Lanka 

annum to Indian 

nationals wish-

ing to visit 

Sri Lanka for privClte reasons (e .g. visiting close 

rolatives, Gttending marriages of sons/dauqhters and 

othc~r close rel"tives, collectinq rents on properties 

owned, nilgrimage, 2tC.)~. Apnlications for group 

visits are, howeve?r, required to be referred to 

C8ntral Office LVide paragraph 196(i) of the.Book 

of Instruct iony. 

(ii) In Bombay, several sChools/colleges 

CGn~uct educational tours of students to Sri Lanka 
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during v2cqtions and such visits are approved at Central 

Office 18vel. As no special scrutiny is done in 

Centrnl Office in such cases, it is recommended that 

the RBgional Offices may be given powers to approve 

such group visits to Sri LankC3 subjGct to the condition 

that nersons included in the group are otherwise 

individually Gliqible for rele~sG of exchange for 

1')r ivato v is its to Sr i Lanka. 

6.19 ( i) In terms of Section 7 of the Forcign 

ExchangG Regulation Act, 1973, the ResGrve Bank issues 

Licc nccs to 
Money-changers 

licGnces to 

persons/firms 

to de al in 

foreign currencies subject to certain conditions. 

At prescnt, money-chanqors ' licGnces are issued to 

shops and emDoria (exce;)t shops/Gmporia owned by 

Central or State Governments) subject to an annual 

minimum turnover of U.S.$.10,000/- or its equivalent 

if the place of business is in Bombay, Calcutta, 

Delhi/New Delhi and iv'ladras <1nd U.S.$.5,000/- or: its 

equivalent if the 'llace of business is at any other 

'llnCO in India (the limit is U.S.$.10,000/- or its 

e qu iv;} Ie nt "for Re ~isterGd exporters of gGms and 
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jewellery irrespective of the place of their bus ire ss). 

In the case of hotels and Government shops and 

emooria, no such minimum limit of business turnover 

has been prescribed. 

(ii) In terms of paragraph 218(i){a) of the 

Book of lnstructions, Regional Offices are required 

to refer applications received from shops, handtcraft~ 

emporia and similar other establishments for issue 

of money-changers' licences to Central Office. Such 

apDlications should be accompanied by an· undertaking 

from the applicants.that they will endeavour to secure 

the prescrib~d minimum foreign exchange collection 

and a confidential report from the applicant's bankers 

regarding their means and standing. Since definite 

turnover limits have been prescribed in these cases 

and no spec ial scrut iny is done in Central Off ice, 

it is recommended that powers may be delegated to 

the Regional Offices to issue money-changers' licences 

to the applicants of these cateqories without reference 

to Central Office. In the case of hotels, Regional 

Offices have already been given powers to issue 

licences on production of specific recommendation 

from the Department of Tourism. 
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(iii) While rev iewing the pol icy in 1969 in 

regard to issue of money-changers' licences with a 

view to reducing the number of money-changers, it 

was, inter alia, decided in consultation with Govern-

me nt that the licence s should be issued for a per iod 

of one year only. Since then, licences are being 

issued/renewed for a period of one year at a time, 

although the policy in this regard has been liberalised. 

The renewal of licences mainly dCDends upon the annual 

turnover of the licence-holders. Most of the licences 

have been granted to hotels, for which no minimum 

turnover is prescribed. Out of 494 money-changers, 

III are operating within the jurisdiction of the Bombay 

Office and the rest in other areas. Offices also 

cont inue to rece ive fresh apolicat ions from private 

shops/emporia. The renewal of licences in so many cases 

after every twelve months causes considerable strain 

to the Regional Offices. The question of granting 

licences for any longer period has, therefore, been 

examined by the Study Team. I:t is possible to 

exercise necessary control on the transactions of the 

money-changers through intensive inspection and careful 

scrutiny of the statements periorlically submitted by them. 
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If m~lprncticos in~ulged in by any money-changer 

ccr:!,-~ to the not icc or 2ny other serious irregularities 

Jre committ8d, 2 special ins?ection of the particular 

licensee may be undertaken at any time, in exercise 

of the powers conferred on the Bank an/'J if necessary, 

the licence may be revoked after giving proper 

notice. The Study T2am, therefore, recommends that 

tho money-chungers' licences may be issued/renewed 

for Q period of three years at a time. 

(iv) At times, Regional Offices receive 

a~~lications for issue of money-changers' licences 

')lJroly on a temDorary basis. Money changing 

f01cilities for ;:J short period are generally provided. 

during the stationinq of a Cruise near the docks. 

The Devclo!Jmont C()r~oration Qf· Konkan Ltd., Bombay, 

usually open a b00th near the docks to sell 

mangoes tn foreigners during the mango season, 

Similarly, shops are opened for participation in 

fairs/exhibitions conducted in big hotels for 

short Y)c:riods. In these cases, decisions have to 

be tnkcln promptly. It is recommended that the 

Regional Offices may 21so be empowered to issue 

money-ch:mgers I licences in these cases purely 
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on;:j temporarv bas:.s, sUlJject t" the usual conditions. 

This power may, ho\vever, he exercised by the oepartmental-

in-Charge. 

6.20 Regional Offic8s have powers to grant 

extension of time-limit for re;Jlisati()n of export 

- Exte ns ion of time 
limit for realisation 
of export proceeds 

proceeds beyond 

the pre scr ibed 

pe r io d ( i. e • 

three months in ~he case of shipments to Pak istan and 

Afqhanist~n and six months in the case of shi~ments 

to other countries). Such extensions are granted by 

Offices for periods not oxceedinCJ thre.9 months at a 

time subj~ct to an overall limit of six months. 

The first extension is ~ranted hy the Exchange Contrnl 

Officer and the second a';Jplication is examined personally 

by the Deputy/Assistant Controll~r. Applications 

for extension beyond a period of one year from the 

date of export are referred to Central Office with 

specified ·~2.rticulars Lvic1e paragraph 248(i) of the 

Book of Instructionil. 

(ii) Since such applic~tions have to be dealt 

VJith expcrlitiously, it is recommenderl. that the Regional. 

Offices may he empowered to gr~nt extensions even after 
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th~ exniry of one year from the dat8 of export 

suhject to the condition that no extension should 

be 3l1ow(jd for more than three months at a time • 

• PoWOrs m~y be exercised by the Officers on the 

followinq basis : 

Desiqn~tion of officers 

(a) Assistant Exchange 
ContrnlOfficers-and 
Staf f officers 

(b) Exchange Control 
Officers 

(c) Ass istant Cr;ntrollers* 

(d) De~uty Controllers 

Limits for qranting 
extension of time­
limit 

First exte ns ion 

Second exte ns ion 

Th ird Exte ns ion 

All extensions beyond 
third extension. 

* liJhere the Office is under the charge of an 
Assistant Controller, all extensions 
beyond the second extensi~n may be a0rroved 
by him. 

Where Offices notice that any ~articular exporter 

is in the habit of making applications for extension 

of time -1 imit for re alisat io n of ~roceed s frequent ly 

or where proceeds cannot be realised in time due 

to imnosition of some special restrictions by the 

GC'lcrnrnental authorities in the concerned countries, 

reports should be sent to Central Off ice with full 

~nrticulars after one year from the date of export. 
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6.21 ( i) In terms of rara0raph 254(i) of the Book of 

Instructions, Offices h~ve been emryowered to approve 

applications from 
-GR Waivers 

Indian nationals 

for waiver of GR/EpjOn f()rm formalities for despatch of 

gift Z\rticl~s to their relatives ann friends upto the 

value')f ~s.l,OOc)/- in anyone year. I:lhere the value 

exceeds this limit, Offices are required to make a 

reference to CentrQl Office. 

(ii) This limit seems to be inadequate in the 

c')nt,.:xt "f the present-day C()sts and Offices have been 

rnakino frequent references to Central Office. During the 

first six ~0nths 0f 1975, the Regional Offices (other 

thJn Romb2Y) referred to CentrZ\l Office nS many as 46 

apnlic~tions, of which 36 were for values ranging from 

Rs • .l,OOO/- to R~.:),oOO/-. It is, therefore, recommended 

that the present limit for waivGr of GRjEP/PP Form pro­

cerlurc may be reJised to hs.5,OOO/- with the stipulation 

that casas involvina despatch of articles of value in 

excess of ;'~.1,500/- shaul" be 30proved personally 

by th2 Dcrartm~ntal ~eads. 

6.22 ( . , 1, TrJvellors who intend taking out of India 

articles .:-)f jewellery in excess of the limits covered 
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by the general permission qranted by the Reserve Bank 

are rGquired to 
- Travellers' jewellery 

obtain a special 

licence from the Bank. Regional Offices have been 

empowered to allow personal jewellery upto the 

value of ~.lO,OOO/- in the cas~ of Indian nationals 

emiqrating from India or pr0ceeding abroad on a 

long-term basis or when they proceed out of the 

country for business, medical treatment, etc. 

Lvide paragraph 262( i) of the Book of InstructionY. 

(ii) During the period January to August 1975, 

85 applications wer8 approved by the Bombay Office 

for taking out jewellery in excess of fu.10,OOO/-. 

Of these, 63 were for values between ~.10,OOO/- and 

~.15,OOOJ. The price of gold has gone u~ sharply in 

the recent years. In most of these cases, the 

value of jewellery desired to be taken out exceeds 

the prescribed limit only on this account. It is 

recommended that the Regional Offices may be given 

powers to qrant licences for taking out jewellery 

upto the value of ~.15,OOO/- without the prior 

approval of Central Office. 
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We recommend that -

(1) Powers may be re-dcleqatcd to 
airline/shipV ing companies to 
book passaqes under the Foreign 
Trave 1 Scheme; 

(2) The limits fixed for remittances 
by authorised dealers in specified 
areas may be enhanced; 

(3) Powers may be delegated to authorised 
dealers to effect remittances a9ainst 
'cash' import licences beyond Sl.X 

months from the date of shi?ment; 

(4) Powers may be delegated to authorised 
dealers to effect remittance of 
commission on eX00rts uoto 2 per 
cent on 'trad it iemal' items and 5 ?er 
cent on 'non-traditional' items; 

(5) Author ised de alers may be qranted 
powers to allow gift remittances 
upto £.20/- or its equivalent; 

(6) The limits laid down for approval of 
remittRnces by Regional Offices may 
be raised in specified areas; 

(7) Powers may be delegated to Regional 
offices to ap0rove 'PI Forrrs of 
ind iv iduals W~10 have been invited 
for inaugural flights on the basis 
of bonafide business or 
commercial contacts; 

(8) Offices may be given right to reject 
ap~lications for release of 8xchange 
for travel abroad for export promotion 
where sufficient grounds have not 
been made out by the a~}licants; 
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(12) 
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Regional Offices may be empowered 
to releasc exchange to top 
execut ive s of compan ie s upto 
£.100/- or its equivalent towards 
0ntertainmf~nt allowance. 

Powers may be delegated to 
R2qi~nal Offices to approve 
group visits to Sri Lanka; 

Further powers may be rleleqated 
to Regional Offices in the -matter 
of issue of money-changers' 
licences; und 

Powers may be delenated to 
Reqional Offices to ap~rove 
extension of time-limit for 
re a1 isat ion of export procGeds 
even after a ~eriod of one 
y2 ar from the'date of eXPort. 
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CHAPTER VII 

RETURNS AND STATEMENTS 

7.1 The Exchange Control Department receives a very 

large number of statements and returns from authorised 

dealers, shipping/ 
Introducti on 

airline companies, 

travel agents, money-changers and other sundry agencies 

at different intervals. The Department is required to 

scrutinise all these returns and statements, code the 

relevant data relating to eX~Jor-ts (from GIl etc. Forms), 

purchases/sales of exchange and other suppleme ntary 

information (reported by authorised dealers through R 

returns and various-miscellaneous statements), record 

different sets of figures in the prescribed registe rs 

and also compile purpose-wise statements for submission 

to different authorities. The number of returns and 

statements (excluding those of an ad hoc nature) of 

varying periodicity, received and coril,Jlled by the 

Bombay Regional Office and Central Office, is 
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broadly indicated below : 

STATEMENTS RECEIVED STATEMENTS SENT 
From No. To No. 

I BOr&lAY OFFICE 

(1) Authorised 
dealers 

32 

(2) Airline/Shipping 
Companies 10 

(3) Insurance 
Organisations 5 

(4) Miscellaneous 19 

Total 66 
----------

(1) Central Office 67 

(2) Economic 
Department 

(3) Government 

(4) Miscellaneous 

Total 

16 

10 

4 

97 

II;CENTRAL OFFICE 

(1) Regional Offices 67 

(2) Authorised 
dealers 

(3) Miscellaneous 

Total 

4 

6 

77 

(1) Govern;nent 31 

(2) Economic Dept.1 
Dept. of 
Statistics/ 
Dept. of Bank­
ing Operations 
& Development 10 

(3) Miscellaneous 1 

Total 42 

As the statements/returns relating to authorised dealers 

are received from each branch separately, the total 

volume of statistical work devolving on the Department 

is stupendous. 
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7.2 Like: any ,)th.::r Control Organisation, tho Depart-

~cnt sh~uld necessarily keep up-to-date data and analyse 

t i1CiJ1 i:1 ordc-r to overs e~ t h,: wo rk performed by the 

va~icus authorised agencios, to rovicw tho existing 

~olicil3 and procedures and to roorient tho system, 

V'/hcl'E~ve r nece ss ary. Th~ returns and stat0m0 nts arc: 

t:1e: :nos t e fL ctiv-J me:dia for. sGcuring the requ isite 

information. The optimu:-n usc of such stater.1e:nts and 

returns can, hov,evc.:r, be mad ..... only if t110 data are 

collected and tabulated at regular intervals without 

any loss of time at any level. 

7.3 It has been a ?ainful experience of the Study 

Team to sec that the prescribed s:"atome: nts and retums 

arc mostly (excepting 

in tho Case of R 

returns) received 

a fto r a cons ide rable time-lag and that still more time 

is allowed to pass before they arc processed. In 

Gffc:ct, the objective PGsiti;~n prevailing at a 

particular time: is not prop:; rly r..::flcctcd through 

the sU:il:;.;:;riscd data. Th0 Local Statistical Section 

carries the: maximum burden of th..:: statistical work 

in the Bombay Of-[ic'..C and Vie posi tion of arroars in 
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major aruas as at th0 end of July 1975 is indicated as 

undur 

u\) l?~}_i..r.2.ir:tar"y Audi Uoll. 

(1) No. of forms a':Jaiting scrutiny 

(2) No. of forms sc.rutinisod, but 
00nding for rectification of 
discrc.:pancies by a4thorised 
dealers 

(3) ~~_~_a]:.._Statistical Ssctio~ 

(3) '::o!,lpilation of lO-day Import/ 
Export Data 

(4) Stl1ter.'·-'::1t showing country-wise 
figures of imports/exports from/ 
to Bilateral Account countries 

(5) Forms to bo coded 

(6) For~~ c~d8d, but not check~d 

(7) Noting of details of rOQittancas 
for com~::,5.1atio : of s tatcm~.:nts 

(8) Dutailcd Audit of ~ rat~rns 

(9) Compilation of statemonts 
relating to : 

(3) ihnro rcsid0nt (Extornc;l) 
Accounts 

(b) Earnings from Tourism 

Arrears 

22,000 

20,000 

r~ovemb~r 
1974 on­
wards. 

Sept~mber 
1974 on­
wards. 

4,225 

7,422 

Feb ruary 
lC)75 on­
wards. 

Ji'lnuary 
1975 on­
wards. 

January 
1975 on­
wards. 

october 
1974 on­
wards. 
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Tho reasons for th~ arruars may briefly be attributed to 

the flow of a larg.: number of returns/statements, abs8nce 

of proper control on the various stages of proc8ssing, 

inadequacy of staff, shortage of space and the recently 

i ntroc!u ced cras h audit sys tern. 

7.4 Af.'~rt from the arn: aI'S, it has been observed 

that in many c3ses, the flow of information collected 

through the 
Other Shortcomings -.-----.-.. statistical 

r~turns do US nct move up at all. Even th8 instructions 

(uo locking in some arc'as 2.5 to how exactly the returns 

arc to b0 ~~alt V'J,_"tl-l. C t"n 'y s of d t h~v~ ovnr - u~ ar a1 ~ pc a a u~, ~ 

y c:ars, lost the ir signi ficanco or SO;110 figure sara not' 

roqu ired as fro quontly as they are furnished. There 

h~s been a t~ndency to prescribe more and marc returns 

witilOt'.t verifying ()s to whother all the current state:-

ments Clre p:!:'opcrly utilised or whcthr;r t:10Y hClve become 

outmoded or whether they can be rationalised in any 

manner. The cUlilulativc effect of such a course of 

action has boon very severe on tho organisation. Under 

the: existing information system, the staff arc flooded 

with incompruhonsiblc- datn from diffe%'Cnt sources. The 

,--ntirl.: statistical work hus generally be:come dull Clnd 

rna a 11ing12 ss to thc.- staff and do,- s not als 0 got the due 
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att-ntion of the Manage~ent. The time has perhaps. Come 

when th0 Control has to be protected from th0 mass of 

det~ils which are collected for th~ purpose of securing 

information but do not infor~ or from the details on 

which no action is taken. Th0ra seems to be an avoidable 

waste of time, efforts and money in this field. 

7.5 At thc same, ti:Tle, the importance of the statistical 

work can hardly be em?hasised. It has not been possible 

for this Study Tean 

to di ago nisc all 

the causcs for the 

pres0nt maladies or to offer definite suggestions as to 

how to overcome the: position. Attempts have, ilOwever, becn 

bG0 n fi1ade to eX2uine the: util ity of a few returns/ state-

monts r0c~ived from authorised dealers or compiled by the 

Regional Offices/0l2ntral Office of the Department. It 

hils also bC2n oX('\:;lL1Cd II'lheti12!, tho peri odici ty of some 

of the statoi.l...: nts/returns iTIClY be: rc -scheduled wi t:lOut 

ilff0cting their importance or somc statements/returns 

discontinued altogcther. 
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7.6 Authorised dealurs supply their basic data regard-

ing sales and purchases of foreign exchange and the net 

foreign exchans~ 
R Returns 

position through 

R returns. These are the most important returns and 

are presently receiv0d on a tri-monthly basis, as under 

(1) R.l 

(2) R.2 

(3) R.3 

(4) R.4 

(5) R.5 

Transactions in Sterling 

Transactions in U.S.Dollars 

Transactions in Sterling Area 
currencios other than Pound Sterling 

Transactions in non-Sterling Ar~a 
currencie s other than U. S. Dollar 

Transactions through the rupee 
non-resident accounts of overseas 
banks/correspondents. 

7.7 With the cessation of India's membership of the 

Sterling Area, the scheme of the abovo.returns has 

become due for a change. Strictly, two roturns - one 

for the existing Rl to R4 and another for th~ rupee 

transacti ons (R5) - would S.J fficc. 

volume of transactions in Pound Sterling and U.S. 

Dollars is still v~ry large and integration of 

transactions in these two leading curroncios in a 

single form would create bottlenecks in tho actual 

operations in the Department, Rl and R2 returns should 

remain undisturbed, at least for some more time. But 
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there is absolutely no necessity for separate existence 

of R3 and R4 returns. In fact, many authorised dealers 

have: discontinued, on their own, R3 returns and re~)ort 

the relative transactions through R4 returns. The 

Economic Department has no objection to t>.e intugration 

of R3 and R4 returns so long as currc:ncy·-wise totals 

arc available from the integrated R4 returns. Tho proforma 

of the latter return is already having this provision. 

Formal decision may, therefore, be taken to discontinue 

R3 returns. Sinc.:? there will be only four basic returns, 

the existing R4 return may be designated as R3 and R5 as 

R4 as soon as R3 return is officially discontinued. As 

the special Exchange control forms used for booking 

the transactions with non-Sterling Area countries 

through London (e.g. Forms A6, S.A.l) havo been 

cancelled, the proformae for Rl, R2 and R4 rEturns 

should also be suitably modified on the lines indicated 

by the EConomic Department. 

7.8 The volume of work generated by the R r2turns is 

considerable. At present, there arc abou~ 3,400.branches 

of authorised dealers throughout India, of which nearly 

450 branches are operating in the Bombay area. Each 

branc h should normally s.ubmi t four (cxcludi ng fl.3) 
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returns with two supplementary statements (one for export 

documents with the relativ0 schedules and the other 

for the inward remittances for f.s.10,000/- and above) for 

every ten-day period. As, howev~r, all branches are 

not always requir0d to undertake tral-:sactions of all 

types, tho number of R returns received on an all-India 

basis comes to about 25,000 in a month. Each return 

is again accompanied by a nunb er of remittance forms 

and other documents and the Bombay Office alone receives 

about 20,000 forms per month. The sorting of these 

returns/fonns, coding of the rc10vant data, scrut iny 

of remittance forms, recording of the selected data 

and compilation of purpose:..wise statements require 

sufficiont time and labour. With a view to reducing 

the work-load, without affecting the flow of the 

basic information, the Study Team has examined as to 

whether these returns may be obtained from authorised 

dealors on a bi-monthly (.'.,1stead of tri-monthly) basis. 

Since the import-export data arc picked up from these 

returns and communic ated to the Ministry of Finance 

(Department of Economic Affairs) on a tri-monthly 

basis according to the existing time-schedule of the 

returns, a reference Was made by the Team to Government 

enquiring whether they would hav..:: any objection if 
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the relevant data were furnished on a fortnightly basis. 

The Government have confirJT(! d that they have no objection 

to the proposed re-schGduling of the flow of data. 

7.9 The proposal for changing the periodicity of 

R returns was also referred by tho Study Team to thb 

Economic Dep.3. rtment (Divis ion of Into rnational Finance) 

as the data derived out of these returns form the 

basis of the Balance of Payments statistics. The 

Economic Department has not raised any objection from 

the technical angle, though it has not supported the 

idea due to the following reasons : 

(1) 

( 2) 

(3 ) 

(4) 

(5 ) 

(6) 

The time-schedule fuf these roturns was changed 
from weekly to tri-monti11y only a few years back; 

Thu supporting documents /GRipp Forms, remittance 
forms lA/A717will continue to be th...: same -
in fact, the fortnightly returns will contain 
more such supporting documents - and involve 
totalling of a larger number of items on the 
part of authorised dealers; 

It will not reduce Un work of coding since 
all the transactions will necessarily have 
to be coded; 

Totalling of a larger numbor of items by 
authorised d0alers and coding of transactions 
in the Exchange Control Departmen~ on the 
basis of fortnightly returns will provide 
greater chances for the errors to creep in 
than when the returns are prepared on a tri­
monthly basis; 

With a larger nurrber of documents to be handled 
with each return, the submission of the returm 
by authorised dealers may be delayed; and 

There may also be delay in preparation of 
code sheets. 
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The argur:\ents adduced b"f the: Economic Departmont are, 

by and largo, motivated by administrative considerations. 

With regard t,) th;,:; first paint, "it may be: stated that 

the r"turns WC:i.'O initially ebtained on a daily-cum-weekly 

basis till i,lurch 1960 and the frequency was then changed 

to t;12 pr(1scn.t tri-',';1onthly patturn. There; is n;) reason 

why tile tirn;;-schodul..: cannot ~Je changed now nfter about 

sixte:en y'..::1rs if this chang;; is 0therwise advantageous. 

The: :yc:1er points :c·:lat-.: tu the; handling of supporting 

CL)CU,ilCI1tS, toto.lling of figur-.:s by authorised de?lers 

~Ild coding of (~2ta in the Exchange Control Department. 

Though the' volume of d:Jcum(;n-cs to be h)fldll:d and the 

coding of Jato from slJch documents v'Jill rOlllain the 

same, thore 'dill be substantial r..:duction of work 

(by about 33.3 per cont OVer a month) in other items 

of work as indicatod belo~ : 

(1) Th(; Rcgi~nal Office:s will be r~quired to 
VJatch tho receipt of loss number of r\~'turns 
(approximat~ly ~,OOO in p12ce of 36,000 
ov~r n month) and as such, the rominder 
exercise in ti1is rogard will be reduced. 
The connected routine jobs of r\Jcording 
tho dates of receipt of th\..sc: returns, 
branding th\Jm with receipt-stamp and 
segrogating the: export documents , remittance 
forms, etc. will als 0 be rc~duced 
~roportiunatuly. 
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(3) 

(4) 

(5) 
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For tho purpose of ro?~rting the data r~lating 
t_ foreign exchang(;x~enditurc and income 
thr~Jugh Im~)orts/IJon~i:":1~,jrts and Exports/ 
~Jn-exports tJ Gov~rn0cnt, as ~~ny as 25 
figures ~r~ rc~ulr0d to b~ 9icked up directly 
fr'Jm e;:"ch S8t Y[k.l, R2. R4 and R5 returns 
for a ten-d~y period. Wit~ the reduction in 
the- numbc;r of t:lcse r .... turns, the figures 
to be collected in this reg2rd will decrease 
;Jroport i) nrtt:21y. Since th._ figure s c:x;Jre sse d 
in forei(]n curr()ncio s on HI, R2 and R4 rc;turns 
rtr'.· c:;l1vcrtcc~ in rU'puQs, Flere: will be some 
ruduction of work on this account also. 

Even thc' coding w'Jrk will come down to a 
s'~zable Gxtent. At present, 29 items arc 
c.Jded directly from each set of Rl, R2, R4 and 
R5 returns. The number of items to be coded 
will obviously be ruduced if the r~turns arc 
rcccivod 0n a bi-rnonti'lly basis. Th'2 contention 
of the Ec,)n~)mic D-:partment that c:Jding work 
will n"it be rcducQd as n result of change in 
t;12 frequency ·:)f returns is not, the r..:: fore , 
cl)rrect. 

About 40 items rclatinq to each set of 
Rl, R2 and R4 r. turns :Co ClJ ived from the 
authorised dealers naint3ining foreign 
currency position an.: required to be 
)osted to r0gis·t~rs by tho Central 
Str:lti stical s,;ct,i ,)11 for c)mpilatL)n of 
Snles/Purcilasc's' c!attJ.. Ev·.:;n' tilis item 
of work will b0 r·::duc::;d considerably. 

The preliminary checking uf r~turns -
totals 0 f t:1C: v ari)us items unde r tile 
columns 'Sr:lles ' and 'Purchases ' , r0concilia~ 
tion in r~ spoct )f the. Cash Be.lance and 
v(;l'ificati,m of tIll; 'O/ersold'/IOvorbought ' 
ty)si ti:m .. will be: r"duced by)ne-third 
cJns::;quent ,)nche -ro~schoduling of the 
Hc>vJ ;.;f ruturns. Thore will also be a 
saving of labour on account of a few 
,jther ituTTls relating to the new pr0c0dure 
of audit. 
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Th~ argument ~f tho Ec~nomic Department 
that totalling of a large·:!:, number .')f items 
by auth:;ris(;d d021crs in fJrtnightly 
returns will provide grc2.ter Cl1anc~s of 
errors is n,)t tl.:i1Clblo inasmuch as 
tJt('\llinq is n(iW g."ncr211y d8nc by all 
banks with the helD of adding machines 
and the increase of a few more figures 
d.Jes n·~t CJ.lt.:.::r the position. 

It is true that b0th auth·)rised dealers 
and the RogiJnal Offices of the Exchange 
ContrJl Department gener211y take more 
time for attending to th.:.:: statistical w.)rk. 
This is a seri8us dcfich:ncy and is ruflectud 
ib almost all areas. The time-lag may be 
r--.:o.uced (""lnly by ration~lisation of the 
total volum--.: of statistical work, more 
output and better supervision. The position 
will not be pnrticularly aggr~vated if the 
R r,:turns arc r..::ccivod In a bi-monthly 
basis. The c')lI1pilati Jl1 of returns by 
:]uthJrisod dealers and the consequential 
work in the Dcpartmc:nt at longer intervals 
will, on the: other hane, prvvide more eusion 
at all levols to complete the work, fully 
and correctly, within tho allotted time. 

Tho, size Jf thl:·s....: returns is rathor big. 
The b;;nks an.' :",'oquirod t:) usc cJl1siderable 
quantity )f paper 2nd do more typing work. 
The Exchange contr':,l Oepartme: nt alsu needs 
:nore s;:->ace fur stc1ring the: returns. There 
will bo an allrounc\ c con.::,·my of labour 
and c vsts in ti10 eve nt of :Co -scheduling 
the flow Jf R r~turns. 

The members of th~ study Team havu inf0rmally discussed 

this ooint with s)me officials Jf authJrised dealers . 
and ~;:)t a distinct im~')ressi·Jn that the; proPJsed change 

INilJ. be m·:.;ro 8.dvantagcous. It is, thereforo, 

recom~e~dcd that R returns may be obtained on a 

hi-monthly basis. 
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7.10 

to auth)risoJ dealers, tho audit Jf R r~turns has 

Audit )f 
R -returns 

assumed considerable 

importance. It has 

alsJ b.::come neccssary 

t~: intr)duce further clements ,if check in Jrder t:) 

vc ri fy wh'2th,- r thc:ce hav-J boo n any transactL ns of 

2. frnudule:nt natur.:.:. \"Jith th:;su objectives in vLJw, 

t:l...: audit ::,f ii. J..~...:turns is n~;w d JnG in t".!O stages: 

(1) ~:~liminary audit, and 

(2) Final d~t2ilcd audit. 

7.11 Unc~~ r t:l.; (;xisting sChc;-,1e, the pr;:.:limina:ry ~udi t 

is conduct2d by a c)mplcmcnt ~f staff wh~ arc admini-

str2tivcly dclinkcd frJm the Exchango Contr~l Departmc~ 

anJ linke:0 with tlk InspcctJr at maj;r Offic'-.:s and 

':Ii til the L .. ,ca1 :/IiJ.nagc.:I' at smaller Offices. The main 

the re:mi ttanco f,)rms and/or documents having signs 

)"f t::llTIr-:: rings Jf anDunts lr )ti1or signs of a 

su s:')icL~\JS r12.tur..::·. The Cell fur the pre:liLlinary 

audit als~ cxercise:s chJcks ~r1 a few oth0r routine 

it~ms. It is int0ntiDd that the w~rk relating tJ 

the: pr~)liL1in()ry al!clit s110uld be completed nJrmally 
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from authori sed de alers. In other word s, this phas8 

of scrutiny should be over within (l period 'of 12 doys 

fr,')m the' dati..: of expiry iJ-f t]10 period t~) which the 

R returns relate (a cushion of 5 days is allowed for 

authorised dealers for submissiun of the roturns). In 

the Bombay Office, the progress in regard to the preliminary 

scrutiny of R returns has, howevor, been ratlL:r slow. At 

one stage, returns and furms rocoivcd over a period 

of 3 months accumulat~d in tho Preliminary Audit 

Cell. EVen th-Jugh the number of cm ckinlJ officials 

has since been increasod a~d the concernod stoff 

have worked ovortime for about 11 weoks, it has nJt 

been possible to cll: ar up the arrears. The number 

of forms, received in the Bombay Office and awaiting 

scrutiny at the preliminary stage-, Was about 22,000 as 

at the end of July 1975. As the work relating t.) coding 

.1. of forms, compilation of various statements and 

further fJllow-up m.:..: asurG s is take n .. mly when the 

relative forms/returns arc released by the Prcli~inary 

Audit Cell, then? h?s been a resultant accumulation 

of work at all the so subsequent sta.ges. Since 

compilation of the Balance of payments statistics 

deponds, inter alia, on thi..: cading of R r~turns 

and the relative remittance forms, the d~lay at the 
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.operating stages in the Exchang~ CJntrol Dapartmcnt 

will cre: ate S8 ricu s di fficul tie s in t;1is regard. 

In addition, one more problem has come up. If thu 

irregularities detuctcd at the sta ge of preliminary 

audit are: not rectified by the concerned uuthQrised 

dealers within two w]eks, the returns/forms along 

with copies of the relative objectiJn memoranda 

should be released to the Lo~al Statistical Secti'.Jn 

for further processing and alsu fJr th-.: follow-up 

action relating to those: irrqgularities. It has 

not, however, bean possible for the Local Statistical 

Section to attend to the follow-up action regarding 

the irregularities detected by the Preliminary 

Audit Cell as it is rQthcr difficult for them to 

keep a track of the particular roturns/forms which 

would be under various stages of processing. In the 

2.bsence of any concerted action by the Bank in this 

regard, the defaulting authorised dealt::rs aro ;:>150 

likely to by-pass the irregularitios. This pJsitiJn 

is extremely uns atisfactory and is required t') be 

remedied without delaye 
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7.12 t.ccordil1g t..J th..: existing instrdctiJns, th~ 

w8rk ~01ating tJ the final detailed audit is under-

takO:l only whe:n tho C1ntinj rango .Jf statistical work 

CJdi!l<j, checking ',J; c.',cling, n.Jting in rcgist-.:rs, 

etc. .. is over. dQubt, somo time nocessarily 

Q lC:~'jsC1 s bo fJL. t:18 fi nal aud it is undertaken. The 

gal) f.)und in the: D,)mbay Office is, h-Jwcver, too wide. 

It is underst,J,)c\ tl1;?'1t the dotailGd aucli t in respect 

ilus mly b;';(;il c: Jr.1plcte:j 5,) -fc:r. As the main purpose 

Jf the: final 2uc1i t is t, veri fy whether authorised 

~kaleI's hove c:xorc5.sec} their p,Jwcrs within the 

clcle:g;--.tcd 2uth,jrity: tilis w,)rk is ellso suffic!-.;ntly 

an unJuly l.ns ?criad, tho soriJusnoss of tho wurk 

:Jots l')st b.:th at the: lovel of tho Re:servc Bank 

irregulariti~s dQtc:cte~ are: nat likely to be pursued 

in many cases bocause Jf the 'lack of inv.Jlvcmont after 

a wide time -gap. This delaY at til..: sta ge: uf final 

au~it has bae~ furt~er accentuated because of tardy 

prJgrcss of audit at the preliminary st()gc. 
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The Study Toam has giv0n c,msiderablo th,)ught 

tJ this problem anc: fGels that the !Jr0sont procedure 

of di ch)t _)my :Jf audit by tVL) cJmplcmcnt s of st aff 

working un:1er tvJ:J admini..strativ,-, auti1Jrith.:s has to be 

enc.ilJd. The StGff Qffic-.:rs attached t·) the Prr.:liminary 

/,ucli t Coll ;lrc rcqui reel t ~ seck guidance fr.)m the 

Inspector/Joint Insp-.:ct0r. It is quit-.: like:ly 

th,:rt the: 0 ntirc Insl)(:: cturate: may be fully c ngagcd 

in their nJ:-mGl w')rk in cliff-.:r;.;nt dcp?rtments and 

at time: s, at cii f f::;:,..: nt C,·; ntr.:; s. Obvi·:;u sly, t;1Cr2 

'\''JiU. be a ;)1'.:: c,)[l1rnunicati :n-gap betweon the :Jperating 

staff in t:,is Coll an;-l t,1cir c,;l"!tr)lling auth.)rities. 

This factJr has c;n·tributed (and will cDntribute) to 

a 12rg..: ex·Cont t., the prcs,;nt unsatisfactory positi...ln. 

Sinc0 tlw p!:\..:liLlinary 2udit is an integral part C)f 

tho ~ay-to-d2Y wJrk, thc r~s?onsibility for its 

supcrvisi.)n and c;ntr;)l shJuld necessarily vost in 

the Exchange: CJntr.Jl Dep()rtmont itself for smooth 

fl:J';J ,)f york. In fact, tho InS!JcctJr has alrcLldy 

made this :Lcc,Jmmendati)n. 

7.14 In ';TIler t j curb tl1C :J,Jssibility :Jf fr,mdulent 

practices in the: Bank, a packag~ ~r)gramme c)mprising 

.)f crash audit, issuc r,f permits :In security paper, 

limit~ti;n Jf p0wcrs ~f the Officer-staff f;)r appr)val 
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of application/issuQ c·f permits,' circulatLm ,)f 

specimen signatures of officials (Juth:..)rised to counter­

sign permits amongst the ckalinCJ banks, compulsJry 

routing of applicati0ns thr~ugh auth~ris~d dealers 

and test chocks by senior officials has been 

introduced. The risks 0f undesirable activities in 

the Department have been positiv01y c~ntained as 

a result of these collective remedial measures. 

It is 0bserved that)nly r:)utine irregularities arc 

being detected at th..; stage of preliminary audit. 

It is considered that there will not be any undue 

risk if the checks carried out at the ~reliminary audit 

stage are exercised simultaneously with the final audit 

a fto r the process ing ') f the returns/forms is over in all 

respects. On the othor hand, the bJttlenocks presently 

visible at tho stag..: of preliminary audit will go 

altogether. It is felt that with the reorganisation 

of tlw wurk in the Statistical Section (vide paragraph 

7.22 below), the entire processing of forms and returns 

will be completed within a periJd : ~. four weeks or 

even less time. The integrated audit (preliminary 

audit plus detailed audit) of the returns, remittance 

forms and the connected documents can bo undertaken 

immediat..:ly after that period. If this pr:)ceduro Qf 
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combined audit is appr.)ved in principle, the Sub-sGcti:.>n 

to be assigned with tho audit w~rk may be asked to 

record the date of receipt of the forms/returns in 

order to ensure that they are delivered t~ them within 

the stipulated periJd. This procodure wL.l be helpful 

in eliminating delay at the intervening stagGs and will, 

at the same time, ensure rectificati)n of the irregularities 

detected in the returns/forms by the defaulting 

authori?ed dealers. The audit w~rk can be divided 

am~ngst the ~0nc0rned Staff Officers (eac~ to be assisted 

by a Clerk) according to certain groups of banks, depend­

ing on the number of returns/forms received from them • .. 
This practice will make the cJncerned auditing officials 

speci fically accountable for the quality and quantity :)f 

their output and they will also develJp an expo rtise in 

regard to the operati~'ns of the banks ass igned t:.. thorn 

because of continuous handling. The pr(lCeSS of Lludit may 

also be ~xpeditied by slight a~cndrnent of the procedure 

as under: 

(1) At ~resent, the detailed audit shJuld 
c0verlOO per cent of remittance forms for 
value above ~.20,000 and 10 per cent of 
forms for values U)tJ Rs.20,000 with respect 
tJ the remittances effected by auth:Jrised 
dealers under the powers dele:g2te:d tJ them 
and also under permits issu6d by the 
Reserve Bank. Al thjugh the elcments.Jf 
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;j1.\ .. ·lirnin;:uy ;::1Jc~it, which h2.s been designed 
prim~rily t) dat~ct cases ~f fraud, will 
c ,ntil1u(.; t.:., be: Q)')lied t..J the f::;nns • 
cJv(;ring re·:I,itt2.n~~s undi..:r permits issued 
by tho Re:s.(·rv~ B~nk, thero is n~: ne\2d to 
c?<rlY .Jut 3ny ~c;tailecl auc:.it in r(:gard to 
these cas~s 0xc~pting th~ end.)rsement an 
lum)"sum p:~:rmi ts (e. g. Students I /Trainec s' 
.KI1T:i t s, i31 onk..:: t Pc; rmi ts alfd re: curring 
remittances permits); and 

(2) - In:jrder tJ ensurc thnt the Reserve Bank 
permits encl·)scd with til'" re;turns actually 
2~pear in the r2gist\..:r of permits issued, 
it h3S bei.:;n stLul()tc:d that each Secti m 
Sh...,llld ra;:lint;:\in' f,)ur sets of the re s)ective 
I\gist~rs SJ that thrc:e registLJrs may 
alwClys be rC!t 2ined by the PreliminClry 
Audit Cell. It hC1.s, h.wever, been fDUhd 
that the; remittence fJrms are n.Jt mostly 
rece: iv(:d in th0 Cell accurding to the 
norm()l turn ~f thu permit-registe;r and 
the issuing Sacti~ns cannot also make the 
requisite registers av~ilable to them ?t 
the: particul'lr time. The n::m-avaiI3bility 
:of pcrmit-regist,c;rs is a serious impediment 
in the waYJf expcditL·us audit. This 
~iffLculty will ba )v~rc_mc if tho vari)us 
Sucti 'fG intr:)ducu P(.Jn-carb-::n-scrGII type 
r··gistcr to r~c~rd the.; details .)f permits 
issued by chern 2nd f.jr',Jard a copy thare·Jf 
t.J tlie: Audit S(;cti in un a day-to-day bC'.sis. 

7.15 The Study T80m has also') examined the qu(:stiJn 

under : 

(I) 

of changing 
Chan:1e of Pc ri xlici tv _____ ;r __ ~---. _ .. _.L 

S?_I~'1s:l-~rn s the periJdici ty 

Auti1··rised dc-alers f;)DNard tw,) m:mthly stato­
ri1~nt's (vide ;)('\I'ifgrn :)1'1s 3 and 5 ~ Se ct L·n VIII 
:Jf the Exchange (,;Jntrol :'.1L1nual) sh ·.)Wing the 
dot<1ils ;)f :"orforrn;].nco b lnds/guaranto(:s 
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oxecuted )n behalf ,If (i) IncLm (!X~l:Jr·tcrs 
in fav,JUr Jf JV0.rSC2.S buyers and (ii) con­
stituents )f t;)c:ir :lvc::rs(;as branchcs/c;)rres-

.p:Jnc.lents in favour ,)f rosidcnts ,jf India, 
fJr the due ~erf-rmanc~. of cJntracts, atc.,. 
anel tho Rcgi.Jn?l Offices conduct PJst-facto 
scrutiny Jf th,- s~ st2temonts. As n'.) maj or 
irreguL'Iri ty seems t) have: cJmc to the n:)ticc 
,)f the D2l1artmc.: nt in this regLlrd, it is 
c,msiclurecl that the: pur;:>,)so will be served 
even if the st2to~2nts arc obt~ined fr)m 
:}uth,rise~l d...:aL::rs .m i) quartL~rly basis. 

(2) l~uth.Ji:'ised c.le21crs furnish statemc.:nts in 
l'i.;s·,)oct of r·~!mitt(1.nc,...:s effc:ctec1 by them :)n 
acc~unt Jf im10rts under deferred credit 
<H~'()ngQ,,:c?nts ,:)n :] c;uart.:?rly basis (cf. para­
gr~ph 16, Sacti0n XXIX of the Manual) and 
tili..: Regi mal Offices f.JDNard copies of such 
st~tcmcnts t~ the DivisiJn of IntcrnatiJnal 
Finance (Eccn.Jmic D0partment) direct. lIs 
t;-lO cl2.t;J. L'vcd.lablc fr·.Jfr, these; ruturns are used 
by the: EC_ln.I,~ic Department in cJnnecti;n with 
C Jin, 'i12ti.- l1Jf tile BCllance .)f PLlyments 
statistics, ~ reference wQs made by the 
Study Tc?Li enquiri.lg 'Nhcth..;r it VJ )uld have 
ar.y.:0jccti ;.1 if tho requisite infirmation is 
C ;ll.(:ctl.1c\ )n a h,:.lf-yc:C'.rly basis. The 
Ec )n;.;mic Depurtmont is agr,~cablo tu the 
:)r)~))secl chan<J....: <'Inc) 3S such, those st2tements 
mc·y be: ,Jht;:_1incc~ fr,Y:1 nut:l.Jrised deale rs on a 
half-yearly bnsis. 

(3) /.t present, 2 c.)!ls·:-lhhtLd st3temc:nt giving 
dot2ils of the bnlanc~s and other assets 
hold by njn-resic~::nt individuals/firms/ 
c~mpanias is furnished by auth~riscJ dealers 
)n a quarterly basis. Tha concerned <'ICC8unts 
<:r(; 11)t list(~(l. individually fJr the ~urposc 
Jf this stat~mcnt, but the totnls ~f thc 
~a13ncas under each c2tegJry Jf assets arc 
given sc')aratcly under I Free Assets I and 
t Bl.jcked l~ssets I and cl oS s i fic,_~ aCC :Jrding 
-l:,J the; c~untry of residence ;)f the account­
!1)lJcrs 5i(le p()racr2:")h _J,).( a), Secti::)J1. 
XXIX of ti1C :ftanual't. Slnco these part~culars 
arc c,;llccted morc by way .Jf inf:;rmClti on, it 
mny bu sufficLnt if this statcmQilt is 
obtained on a half-y~2rly basis. 
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(4) The Regional OfficCJs ar.:.: furnishing, 'm a 
m~nthly basis, three st~tancnts relating to 
the applications for remittancCJs of 
(i) commissi~n, (ii) Jvcrpricc and (iii) 
quality, etc. cl~ims in respect of exports 
from India. The,:; statements indic()te t:1e 
nunbar of al)plicati:)ns rOGI..:ived, (

1
)prJved, 

rejected, returned uncleI' .)bjecti')n, etc. 
to enable Central Office t: have an assess­
ment of the work handled by the OfficGs' 
in this r0gard ane: to watch whether the 
relative applicati~ns are being d21~yad 
unnecessarily. The statements relating 
to overprice and claims arc supported 
by su)\)lementary st2t8JT\ents in respect of 
applications approved for rernittanc~s of 
Ps.l,500/- and abJve. The ?urpJse fJr which 
these statements are .Jbtained will continue 
t:) be we Il-se~vecl eve n if the se statofllents 
are received on a quarterly basis. hs the 
unit costs of exports have generally gone 
up in the rec2nt years, the su~)plementary 
statements may be cOffi0ilcd in respect of 
remittances for ~.2,OOO/- and ab~ve. 

(5) In order to oversee the fJllow-up work done 
in the Regi,nal Office s in regard to the 
outstanding exports, the following statements 
are obtained by Central Office on a monthly 
basis . 

( i) A summarised re port in<1i03. ti ng, 
inter alia, numbe r of warning 
letters issued, number of exporters 
Who have f; iled to reply to the 
warning letters issu~d Ll tho 3~~~J 
number of expor~crs whose names have 
been placed on the Crn1tiJn List, 
number of exp:.Jrtcrs w .. ..Jse Casas 
have been referred to the Enforce­
ment Direct~rClte, number of exp;"'r~ 
outstanding cases closed, etc.; 

(ii) A stateme nt showing bank-w ise bre ak­
down ~f export bills outstanding; 
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(iii) A statement sh~wing the total value 
of bank certificates submitted by 
the large cX\Jorters ag2.inst whom 
special follow-up measures have 
been instituted; and 

(iv) t. statemc nt showing the particulars 
of fresh outstanc~ing cases of large 
expurts subjected tJ special follow­
up measures. 

In the event of intrJductiun yf a modi fied GR etc. 
Form Drill, as suggested in Chapter IV, Offices 
will normally be required to initiate follow~up 
a6tion in respect of all outstanding export cases 
in an intensive manner. It may, therefor~, be 
sufficient if these statements arc compiled on 
a quarterly basis. 

Central Office is, at present, f:JIWarding tWJ 
statements to GJvernment relating to (i) remittances 
rece ived in India Lir inve: stment pur p,)se sand 
(ii) repatriation of foreign capital from India on 
a monthly and quarterly bas is ro spectively. Since 
the Cases in respect of which the particulars arc 
embodied in these two statements arc only a few, 
Government have, in response t·o an enauiry made by 
the Study Team, advised that they arc agre.::able to 
receive th-.:se statements :)n an annual and iJ. bi­
annual basis rc spectiv.:: ly. The Economic Department 
(Division ;)f Internati mal Finance) t,; whJm copies 
of these statements ard endorsed has, In the other 
hand no objectLm to the prop')sed re-scheduling 
of the frequency on an annual bas is (I\pril-March). 
In view, however, of the dccisiJn of Government, 
the first st atemcnt may he re a fter be c Jmpiled for 
each financial year ending 31st March and the 
sec-Jnc1 statement f.)r th0 half-ye:a:~s cnding 30th 
September and 31st March. 

Offices arc furnishing a statoment on a quart-.:rly 
basi s, 9 ivi n9 the number of c<Jie s of the: Exchange 
Control Manual held in their stuck. This state­
ment may be obtained )n a half-yearly basis. 
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7.16 

s t?.tomo nt s/re:turns rece ivcc~ 0 r c ..!1TI.>iled by tho Exchange 

C:.>ntrJl De;Jartment 

have lost their 

utility. A few 

such s~atomcnts obtained fr0m auth~rised dealers may 

be diSCJrltinued, as incicatcd bel:Jw : 

(1) Vnet:.;r the mcchcmism of·the erstwhile Sterling 
[.r,::;(1., a comm.)n Dollar pOJl Was maintained by 
thc Lmd::m D)ntr"l and member-countries c:uld 
dr2.w.)n that p)ul fr<'Jcly to meet their b::ma­
fide requir:.;mcnts irres;,)ective of their Qwn 
c0ntributiJns. The Bank of England, hJwevcr, 
prescribed certain returns to ·Jversee the 
operations ~f the member-countries in this 
regard. l~cc,Jrclingly, the Exchange C)ntrJl 
Dc.'JE1.rtmcnt has bee n obtai ning fr:)m auth..!riscd 
dealers (viele pllrClgraph 7, Section XXIX of 
the M::,nual) a n1Jnthly stCltomentJf crc:C\its 8£ 
U.S.DJllars 2n~ Canadian D~llars t8 their 
acc ..!unt s wi th.)Verso (1S branche s/corre s ponde nts 
an'_~ tw.J suy)ll.?mentary sttltcrnents, indicating 
(i) purchasLs )f th~se: currencies from the 
L;nJon Markct/authJrise~ dealers, and (ii) 
sales t l the Res·.::rv(; Ba:1k/authoriscd dealers/ 
Loridon Market. The Regional Offices of the 
Depart~cnt arc, in turn, required to 
scrutinise tilcse statemi..: nt s an~~ code the 
relevant ~~Clt() beLlr:; onward transmissiJn to 
Central Office. Since India is nJ longer 
a !i18mber of tIL; St·J rling Arc: 2" the se state:­
monts hLlVC n.; significance at ~)·resent. 
Although auth~riscJ doal~rs are: still con­
tinuing tJ submit these statements, the 
D':':pClrt:11ent has st, .pe~! se nd ing t he summary 
statem2nts t, the [~n~( .:;f England. The Bank 
,) f EnCl12ncl is n t al S j :.:.ursu ins t;1e matter, 
2;·)i'8.rC ntly 0U0 tu t he c~langed situ uti:m. 
In vievl :Jf this ;1:JsitLm, ,JuthJris0cl dealers 
may bo ac1visL'd t:-j disc'Jntinue these statements. 
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J.uth"rise r ! dea10rs arc roquircd t,) subr:lit tw') 
r:1Jl1thly statements giving details of (i) im~Jrt 
let.:J.:.ers of cr,.:JitJY~:lc;d7bank guarante0s issued 
2.:l1 .. 1 (ii) im"rt lettors ·jf crc:dit/b2nk 
gu~rant~as cancelle~ and )utstanJing (cf. para­
grJ.:~!l 15, Sccti In XXIXJ£ the r,1anual). 
Sil~jilC\rly, a ::lJnthly st2.tclflcnt is also 
rec ,}i v'Jd fr-.Jm aut.l. . .)ris cd cl,:: i"'\lc rs Sh')\Ninq the 
details of exp2rt letters of cr~~it advIsed 
directly,')r thr )ugh them, t) Indian exporters 
(viele ;)arn9ra~Jh 17 ·)f the same ScctL'n). The 
Rcgi0na! Offices 8f the Department have been 
advised t· c,c!c t!l;'; relev(lnt ·J2ta and fnward 
th0 ~riginal c 1 ?ics ~f th~ statements tJ the 
Dc;)artr.,!c nt ,)f st atist ic s a ftiJ r prime. facie 
scrutiny. These st2t·!munts d:, nJt directly 
s~ Ive any useful pur;::_'Se t..; the Exchange c::>ntr.)l 
Department. hs the tabulatiJns made from these 
st; tC:i!1Cnts arc: ul timatoly f,H'Vv'arc\ed t.) the 
Ec~nJmic Or..:l)artrll.ent, ~ reference ·was made tJ 
th2:t De;xlI'tment enquiring wrletill..? r trlese stat~-
J1l' .. mts culc1 be (~isc\...':ltinued. The Ec,,)n.':nic 
Dc,'artr.lent h::ls adv isec1 that since tile xc la t ive 
l:.nbulClticns ;)r2?ar~·d by thc) Depnrtmcnt ·'Jf 
Statistics are roc~ived after a long time-gap 
.( it is un(orst~)xl that tho last tabulatijn 
'.:I(\S made f.;r the m~.nth)f July 1972), they are 
,Jf n.) prCJ.ctical use. The Department hns n::> 
Jbjecti~n if cJding ~f thcdata from th~ state­
mcmts r..:lo.ting t,-, b;)th im~):)rt l,'}ttcrs of 
credit am} eXiJJrl L?tt·.:rs :yf cror:~it is dis­
C,dlt.inu~d. The D~'parti!lent)f Statistics hCls 
als~) advise.:.: that c "l)i.:;S ::)f these st<1t..:ments • nead nJt be sent tJ that Oopartment by the 
Regional Offic~s' yf the Exchange c~ntrJl 
Dc;-:>arti:lont. In 'lie\': ~f this '~)C.)si ti )n, thosc 
three mJnthly st at...: ments :nay be di sc.) ntinuod. 

In 2~Jiti0n t) thu stat~m2nt, referred tJ 
in )aragr~~h 7.15(3) a~\ve, in res~ect of thc 
balnnccs ::;f n:'n-r,': sic!ont inJivicuals/firms/ 
c:'~lqanies, auth.:risec1 cle2.1crs ()rG 21so subrnittin9 
an.tlki' quarterly state:nent ;Vide lJaragraph ll(b), 
Sc:ctl;ij XXIX ff the Manua17, -sh:lWing the 
<1ggrcgClte b2.1iJnc~ s ,")f ;Jrivate n.Jn··resiclent 
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accounts at the beginning and end of each 
quert8r and the total cr:dits/withdrawals 
macle dur ing theft :)C rioel.As in the other 
st2tdm~nt, the d2tails of this statement 
2ro also classified accordinq to the 
countrY'Jf residence ef the relative 
account-holders, without indicating the 
particulars of any individual account. 
These statements are beinn forwarded by 
th3 Regional Offic2sof the Exchanne 
Contro 1 Department to the Depa rtment of 
Statistics after coding the names of 
~uthorised dealers and the countries. 
Since the country-wise balances indicated 
in the latter statement are also available 
from the former statement and the 
collective figures of all debits and 
crcdits during ~ particular quarter 
(shown in the latter statement) do not 
serve any usefUl pur~ose, it is felt that 
the latter statement in resnect of the 
Ord inarv Non-Res ident Acc'Junt s may be 
d iscont inued. 

(4) Authorised dealers are, at \)resent, sending 
r2~orts regardin~ rupee travellers cheques 
(encashable ext~rnally) at two stages -
at the time of issue and aqain at the time 
of reimbursement to the overseas branches/ 
cor-ces',ondcnts (vide paraora'Jhs5 and 7, 
Sect io n XV of the Manual). Since R-5 
returns are incorporating these transactions 
at the point of actual reimbursement and 
as offica co?ies ~f the relative exchan~ 
control ,;>ermits, wh.:;rc issued, are enclosed 
~)y the; De:Jartment only at that time, the fi::-st 
~~c~flort is nr;-c ..... ractic:ally used. This 
r':;:)ort, may, the ref are , be d is'Jensed with 
an~ authorised deale;rs advised to surrender 
the ut ilised exch3nCJc o2rmits alona with 
the relative R-5 returns. 

(5) In order to keep 2 watch on the realisat ion 
of 2xport bills, four statemen"t§ are obtained 
from ~uthorised d8alers (vide paragraph 29, 
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SectiJn XVIII .)f t:-L !,l<1nual), oS under: 

(i) QUl:~rterly stato;n~nts sh )wing the 
c8m~letc details of bills ~ut­
st~~ding bcyJnd the prescribed 
\JeriJd; 

(ii) \1onthly statements giving particulars 
of cases which have become outstand­
il19 during the ~)orticular month; 

(iii) ;,Lnthly st<1t':110nts indicating the 
C:}SE:S rep,)rtec1 'utstanding in the 
prcvi1us mon·ths but rcalised during 
the ;.articul(lr m)nth; and 

(Iv) i'jl)l1thly surnmC1ry statement shJwing 
the t ,till ,)uts-l:.2ndings oS at the 
clJse Jf the: ;)I'cvL,us rn;Jnth plus 
fr~sh .)utstancings minus r~alisa­
tLms d'Jring t;1C particular month. 

T1.o first S·t-Clt\.~m, .. :.nt is quite exhaustive and very 
useful. In cnSC auth)riscd d~alers submit this 
st:;tcmont in ;')r.)~-'er time, tho C)ntr)l will get 
c\u~ n)t -Lce reg()1't~ing the outst;-:mding cases and 
will be able t.e initiate timely fJllow-u~ action. 
Th)ugh the: r.1c3t<: availoble frAn th-...: ~)ther three 
statements ,-,r(; inf JIT:12tivc, nJ sr)-:cial usc is 
ma~~e of tl1iJSC details fJr the purpose of 
f')llo'vv-u~) i1cti6n and thes~ stotements arc olso 
rccl-ivod aft...:r c,)nsic~erablc time-lag. The last 
three stc::t':;r.12nts Llay be clisc-mtinued. In fact, 
discJntinuanca cf these statements will help 
2uth;rised dca10rs cOffi)iling the quarterly 
statcmE:(;~ tir.1Cly and :JrJperly. 

(6) Auth)rised daa10rs have p')w0rs (cf. paragraph 40, 
Section XVIII of the r~anual) t:... issue certificates 
in reg2.rd tc: the despatch :)f gift ~)arccls with.JUt 
comply i ng with G;1. etc. F)rm pr~)cedu rc provided, 
inter ali~, the value ~f CJntents daQs n~t exceed 
Ils.300/- and the exp;Jrt is mode by porcel' ;)ost or 
cdr-freight. The banks were having these pO\NUrS 
fJr a IJng time, but the value limit for them 
VJ2S Rs.2701- only. In May 1974, the value limit 
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Was raised marginally tJ the present level 
and authvrised dealers were advised, for the 
first time, to furnish quarterly statements 
shjwing the details 0f such cases. It is 
understvad that nJ Case of abuse of this 
facility has come C,) th8 notice of the 
De \)artmcnt. The se stateme nts are n-..:w 
simply filed in the Bom'Jay Office. It may 
be consideT2d (in cJnsultatin with Govern­
ment, if necessary, at vJh-.Jse suggesti:)n 
this sta teme nt seems to have bee n intr.JCluced) 
whether this statement may b0 disc ..;ntinued. 

(7) The scheme of ext-.:nding f,Jrward exchange 
contracts on roll-aver b~sis in respect of 
imports and eX::JJrts an de ferred payme nt 
terms WQS introduced in 1968. With a view 
to assessing the extent tJ which these 
facilities were being av~iled of by 
exporte rs or im~)Jrters, tVJO monthly st ate­
ments we re ini ti8.11y pre sc ribed (vide l?ara­
graph 11, Sccti)n XXVIII Jf the Manual), 
as under : 

( i) 

(ii) 

Statement of rc)ll-:)ver fJI'INard 
co ntracts (Sale s and Purchase s 
sep~r~tc:ly) bJJkcd; and 

Statement of :Jutstanding roll­
over f):rwarc~ contracts lSales 
and Purchases separately) at 
the close of ench month. 

The same instructi~ns arc n)W being c)ntinued 
on a 1 Jng-term basis, alth..Jugh v.::ry few 
parties are availing themselves of these 
facilities (presumably because of higher 
costs on account of periodic21 extensions). 
The statements, when received, are just filed 
with~,ut any actLm. In fact, these state­
ments have hardly any use n~;w. These two 
stat~ments may accordingly be discontinued. 
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7.17 Similarly, a few statements com)iled by the 

Regional Offices and forwarded to Central Office may 

al so be disc :Jnti nued, as indic ated be lJW 

(1) 

( 2) 

(3) 

Every m')nth, a statement sh:'wing the number 
')f passage a~plications a~pr~ved, rejected, 
etc. is received by Central Offic0, but nJ 
action Whatsoever is taken on such statements. 
In addition, a composite statement, giving 
particulars of students'/tr2,inees'/travel 
permits issued and 'P' Form applicati)ns 
approved/rejected, is sent to Central Office 
for inclusion of the statistical material 
in the Bank's monthly Bulletin. It is, 
therefore, suggested that the f::.Jrmer statement 
may be discontinued. 

The Regional Offices are expected to send 
two monthly statements regarding issue ·'Jf 
licences fJr im~Jrt and eX?0rt of gold coins 
and articles (Jther than personal jewellery). 
N:Jrmally, such case s are extreme ly few 
during th0se days. Besides, this wurk is 
centralisec.~ at the B:)mbay Regional Office. 
It is n:_Jt necessary for all the RegLmal 
Offices t j furnish the se two statements, as a 
matter of routine, to Central Office. It 
will be sufficient if the Regivnal Offices 
keep a systematic recordJf the licences 
issued in these cases so that the reauisite 
informatiJn may be Jbtained readily, ·as and 
when needed. 

At present, four monthly statements regarding 
students/trainees are sent to Central Office -
two separate comprehensive statements in 
respect of students/trainees proceeding for 
the first time for higher studies Jr train­
ing, one summary stateme nt (c8untry-wi se) 
showing the t8tal number o'f students/ 
trainees abroad and foreign exchange released 
to them and anJther sUffi:-J1ary statGme nt in 
respect of the fresh students/trainees (fJr 



225 

ir..clusi"n in t:1-': Bank's mmthly Bulletin). 
C,-).;i(~s .. f tilG fiJ:'st t"V0 stZ~t-":;11~.1tS are 
f0IVJ3i.'r:lGr) by Central Office t·) the Ministry 
of Educati)n, G)vGrnment af India, and also 
tJ t~le In,licm High CJrrunissi·)n in the U.K./ 
Indi?n EmbLlssy in U.S.A. f'.s t;w third 
statemunt is sorely filed in Centrnl Office 
VJith..:ut any actim, it is felt that this 
statement ~~v he disc0ntinued. Since the 
ReglJnal Offlces maintain a systematic 
roc )ru ~f 211 cases Jf training and studios, 
tlt-J ir..f Jli:1.J.ti :;n c~jntClin-Jd in this statement 
I~:ay I-)c c ':1venlcntly )bt3ined in C(1se 8f need. 

(4) The H.2gi-)nnl Offices arc.: required t~) f:Jrward 
tW) r.lOn.thly st2.t,;mcnts sl10wir.g the details 
Jf casas invJlv].ng re10asc of exchange for 
miscellaneJus ~urp)sos like Study T8ur, 
C,-'!1fercnco, E;-n>l)yment, etc. and fJr Business 
)ur~<_:ses. Tly;sc st~tC:;TIonts arc quite 
F,~luiT:inous ",nr] c _d1tair. cJlumns t·) indicate 
namcs/::luc.ro sses :Jf the concorne(l ;)arties, 
~)L'rp ,SQ ,·f t;1oir visit, c:)untry/ies to be 
visitod, jurC1ti~n of stay and exchange 
~ce:lo;lsed t·.:" tham. In ()dclit i:.m, () quartorly 
st?tement si1jwinJ the ~)articulnrs of cases 
wher~ cxchang-J is relc()se~ fjr medical 
treatment is s cnt by tl;lC Rcgi) nal Offices. 
CJpies Jf thes~ st~tomcnts ara also 
fGrNar;:,:cd by Offic(~s t8 the l')cal Enforce­
ment Direct.Jratc. Since the rc:l~vant 
~)articula.!:'£. V.re rC2uily ClvC'.ilable from tm 
prescribed registers and the summarised 
in f._,rrnatim is Jt,1ellNis e furn is hed to 
Central Office every m )11th thr)uah a 
c:Jm).Jsite stat0ment/Vido item (1) of 
this i),1ragr()ph7 anc1as Centr()l Office: do 
net t2ke any acti ,;.om th,;se st atemen-cs, 
it is uf no usc cJ~~iling these l)og 
statorii0nts on a c.mtinuing basis. These 
may bo dis c~ntinucd. V~here, h:.Jwove r, 
vi .)lati:m ,jf any Exchange: C )ntr:.;l Rcgulati ins 
is suspected, th0 details of such. specific 
cases cnn be furnished tJ th0 Enforcement 
Dir:.;ct·lratc 2t their request. Tho H.cgional 
Office.: s may 2,ls') ro f~r all dJubt ful casas 
t.) the Dir0ct~rate with c8mpleto case ?apers. 
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/,CC,;2:',:'ing t.· t;10 st2:t~~in'J instructi;ns, 
Office:s siLul(~ ,furnish t~ Central Office 
2 auartLrly st~tement sh wing the dGt~ils 
~f ~xchong~ s~nctiJncd tJ In~ian sPJrts 
t,: ,] ~s and sportsmen i,r partici;Jating in 
t~''-lrnamc;l1ts abr)a(~:. These st2.tcrmnts are 
flle~ in Central Offic0 with jut any 2ctiJn. 
I.s th,) r,; qu is i te infJr;nat i·..)n can be re adily 
cill-:;cted fr)m the Regi)nal Offices even 
at 2 sh..Jrt nticc and such caS2S arc 
:.:;bvi,Jt..Is1y very few, the-ce is nJ need fJr 
hll\:" .Lng any such state:f!lent_in a regular 
bllSis in Central Officc;. 

As sG.Jarate remittancos on aCC)unt of Head 
Offico cX,x:nses by the Indian brc:\nches ::>f 
L:T~ign c:.)m;>anje s arc not alLHll/ed. at ~)resent, 
t;il.: qU0.rtorly stc:\teme:nts sh.wing the. 
:~)2rticu.l(1rs 8f such aXjlicati:JOs ai1pr:Jved 
2nJ rc;joctc< noo(~ nJt hereafter be sent 
by tho Regional Offices. 

Offic0s ar-:~ furnishing t,) Central Office a 
quarterly st~tom~nt, giving the detc:\ils of 
b13nket oxchange p~rmits issue~/rene:wed 
~nd utilisations ~f such permits. In turn, 
Cc;Jl tred. Offi ce: nro al s·) transmi tti ng a 
c, ns ,)1 i.1 ;:Itc: (.~ rqT_' rt v) Govu rnl'l'e nt ,m a 
qu~rterly basis. As JbviJusly those returns 
were: '}rcscIibed CIt the t imc; )f introduction 
:)f this fc:\cility f,)r thu iJurp,)se of assessment 
Jf its w.:.rking, 0. reforonce was made by the 
stu,.~y To LlI,l t() G",v(;rnment enquiring whether 
the:y ware still iiTterc;stccl tJ have this 
re ),Jrt ~jn u. rc:gul ar bas is. Since G,)ver nment 
hl}v0 aclvisE~d th2.t t hoy cL n)t requ ire the se 
rC7)rts nny lJngcr, the st2temont need n)t 
hOl'(;"ftor De: sent t) thorn by Central Office. 

The Rcgi ~nal Offic0 s hav,:; bee n se nding a 
qU2rtc rly stc:\tcmcnt in respe ct ,)f the export 
)f 9i ft ;:;rtic10s by the; mcml::D I's ",f the 
/\r;:c~iccln Peace Corps V:Jluntcers vJJrking in 
Indla. AlthJugh such Cases arc extremely 
f(;V·: (it is unclcrst ~,od that only three cases 
\"Iere: ro~)~~l.'tccl by New Delhi Office during 
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1973-74), Offices hnv0 been sen0ing 
'Nil' stat0r:1(:nts, as a m;'1ttcr ~)f routine, 
vt th-.;:;nd _~f 0ach qU3rt,_r. There is 
3bs)lut~ly nJ further nccJ to h~vb this 
st;)1.0lt1Cnt. 

(9) ·OfficGS arc )rcscntly se:nding a quarterly 
statcment shJwing the details af exchange 
s?lctl.)nad t) Incli<1n business hJusUS fJr 
t :~2ir ovcrsc as :.ffic e sl subsid iaries and 
in turn, Central Office f,)IVJarc.! c)pies of 
t;lGSe statcT;1cnts t) the !,linistry Jf 

Fint'\rlcc. /.s subsidiari...:s arc n·)w all:)wed 
tJ b8 ->penlJd very sparingly and since: the 
)2.rticu12l:'s of rami tt;.ncc fncil5.tics 
grv.ntcd f-H tho),")cming or moi ntonance ... )f 
)fficcs abroad mnY n~t be a matter of 
c·.)ntinuing interest to Goverm:e nt, a 
reference w;o:s lI1ac'.0 tJ ther.1 by the Study 
Team enquiring wheth~r thoy w'ul~ like 
to h?vL th~sc st3t~mcnts In a regular 
bLlsis. VJhile Gov-Jrnment de sire to know 
the dotails in res:.).; ct ;yf the; ;)VerS2ns 
subsidiaries, they' arc n8 long-Jr 
intarcstc~ t; have the informatiJn 
re~ i1ting tJ tho f.)rc ign )ffic,"; s jf such 
cJ,:1,)anies. The HegL'nal Offices may, 
thc:ref.Jre, be advised t) incor~))rat(:; 
the: iJarticulars ,)n accclunt :)fJverseas 
subs icUo.ri..:; SHlly in the: 2.b ,we statement. 

(10) DUI)licatc CO;Jies r)f six quarterly statments (vide 
iJ2.rngru.;Jh 7.19 below) arc f'.)I\IVarc.lec1 by 
the Reaioflal Office s t:) CentI al Office 
for in:L;:r:matL,n. [.s nJ useful purp Jse 
is s(;rvE)d by tronsr;:issi:m ,)f such a 
l2.rgc nurrb crJf un~·HO cesse.j st2.tcmcnts 
to Central Oifice, they nC2d nJt here-
nfter be sent by thu RJjiJnal Offices. 

(11 ) Similarly, (~u:Jlic;,to co~)ies)f tw J annual 
and three quarterly statements indicating 
t:1lJ oxtL: rn~l 'x; J:"Clt ions ")f the Ind ion 
Lisuranc~:: :Jrganisatims are sent by the 
~jgi,n(\l OffiCes tJ Central Office after 
scrutiny. /.s 11) further use ;)f th0se 
statements is made at Centrnl Office level, 
they need n}t be sent by the Regi.nal Officos. 
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In all the above C2SCS, the dealing :)fficers may be 

instructed t~ ensuro that the r01ativc registcrs arc 

maintain.::d ~)r,)pcrly and the Gntries therein ar:: nls') 

7.18 IS j scrutiny )f inc.liviJua1 trvnsdcti~.ms in 

resDcct .)f NJn-rcsident (External) Accounts is undcr-

taken at pr.::scnt 

in tho Bombay Office. 

It is part icul arly 

may als~ scrv~ as a hJt line for th~ s~eculativu 

invest . .:;.rs. J\t th-.; sam'_ tL10, tho ;)r0cc.:c.!ural 

f Hmalitics in rcs';ect .Jf this f;:\cility have: always 

t) bo ke;:)t sim,lc in vic'.'·, -,f the)')tentialities of 

inw;:rc1 rcmitt:-nc.js fr.)~n nm-resident Indi20s. Offices 

:nay be instruct,,-(:~ t) exercis(; 100 iJer cent scrutiny 

:; f all Exchange C Jntr·)l f.Jrrils /Form 1\.7 (c)7 rGce ived 

fr2m 2uth.Jriscd deal~rs with the relative monthly 



229 

7.19 W,ith the incrc.:asing world trade, Indian 

shippin~ com:')anies have be en consi stently incre as ing 

their tonnage capacity at ~ cJnsidcrable fureign 

exchange outlay. In order to have an effective 

control on the foreign exchange roce i,1ts and disburse­

ments of the ocean-going Indian vessels, a net work 

of returns has beon prescribed as· indicated bel')w : 

A. Annual 

(1) Deta ls of vessels owned at the beginning 
of each year; and 

(2) Summary (vessel-wise) Jf foreign exchange 
earnings and disbursements. 

B. Qu arte rly 

( 1) 

( 2) 

(3 ) 

(4) 

(5) 

(6) 

Deployment of vc ssels; 

Foreign exchange earnings and disbursements 
(port-wise and ship-wise); 

Charter hire earnings and disbursements 
on 'Time' ,charter basis; 

. 
Charter hire earnings and disbursements 
on 'Voyage 1 charto r basis; 

Foreign exchange rGceipts and expenditure 
on foreign vessels chartered; and 

Summary of freight revenue and passage 
fare earnings and disbursements 
( company-wise) • 

C. Monthly 

Balances held abroad. 
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Most of the maj0r shippi1g companies ~re o~er~ting in 

the Bombay aroa. It is observed th()t nJne of them 

is compiliilg all the statements according to the 

prescribed instructL.ms or fOIWarc1ing L.II.(" .;:,; -1",':"si +.c 

supporting documents. The statements recoived in the 

Bombay Regional Office are not also being scrut:in ised 

properly. In fact, they hav0 nJt been t·)uched at all 

during the last one year or so. It is understJod that 

this situation has ()risen due to the rec9~pt of 

incomplete statements, inadequacy of staff and lack 

of operational instructions. As considerable 

amount of foreign exchang2' is earned and disbursed 

by the Indian shipping com~anies, there is an 

inherent risk of leakage of e:xchange through this 

channel unless a sustained fJllow-up ()ction is taken. 

It a~~ears that some discussions were held in the 

past with the repre sentat ive s :Jf the s hi :lping trade 

in ordeI' t) simplify the returns, but no :),Jsitive 

decision cu ld be taken due t:J various complexities. 

The Study Te am is al so not ina ~l)S i ti;)n .) offe r 

any ready solutLm to meet the situati'Jn. It is, 

however, recommended that scrut inyJf the uxistin g 

returns shJuld be undertaken on a regular basis 

even if they arc n,)t c:Jmp~etc in all respects. 
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Sirnul tJ.nevusly, Cl frc:sh attei'\Jt may be made at a 

seni:r leve:l t::, reJrg::misc the relative re/irting 

system in view Jf its im))rtance. 

7.20 h suggesti~n h~s been received from the 

Do;~\;cti;1ent:,f statistics (t\'J~J Officers )f the 

Tr011sfer of 
St a t r-stTC-a'T 
w)rK'1) De;)'art­
ITi'G"n-r-:)-} St ::Iii st ics 

Departmu nt of 

Statistics arc 

attached to the 

Statist ical 

SectiJns of the Exchange CJntr,)l DeiXlrtment at 

B,)mb2Y and Madras) that ti1e I'nrk carrieJ)ut by 

tho St ati st ical Se cti un v' f t he Exchange CJ ntrJl Depart-

;ncnt may bo bifurcatc(~ int:· h·i':) distinct stagos -

statistical w)rk 0.0":'\ aucli t VJ Jrk. Ilccording to the 

pr.J~)~:sal, th..; statistical w)rk may be entrusted 

exclusively to the Statistics Du)artmont, while the 

lattor may be d .. ne in th~' Exchange: Control Do~)artment. 

Sccti)n VJill functi ;n i;1 the ExchC1ngc control Depart-

ment, they will be subjected tJ t~c administrative 

c0ntr~1 ~f the statisticCll Adviser. Tho suggesti~ns 

fGr transfer Jf the: statistical w~rk from the Exchange 
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f~llowing cJnsidoratiJns : 

( 1) 

( 2) 

(3 ) 

( i~. ) 

(5) 

7.2l 

Tho st;::\ff .)f the Exch2ngc C,=,ntrol De~lartm(mt 
d) nJt havG en Jugh b2ckgr0unJ to understand 
the transactLms in th.:: ~-:x; rspective :Jf 
statisticnl prlcessing; 

Tho st2.tistical pr~'cc:ssinCJ jf the:: returns/ 
stateMonts may bo d)nG at all levels by 
tho st2ff)f tilG Statistics Departmunt 
m.::!:'e ~fficicntly under the sU:l(Jrvisi:Jn of 
o ;3e:ni...;r Offic~r)f thnt Dcuurtmc nt; 

Th,} ::"ncic)onci0nt Statistic()l Sc:ctiJn will 
bo ab12 tj giv~ sufficient attention t:J 
til, C.)c.liI1g vL)rk'1nl~ t..- elimin2t<.: delay in 
th", ~)r.Jc\.;sslng -:;f it r(~tlJrnS; 

Bonk-vdsG, Stab;-wise, period-wise :Jr pur,)osc­
WiS0 data can bo prepared by thu Secti~n 
m0ro quickly; and 

C,,-sc: s ·)f VJr Jng/inc;jm)letc re ,)orti ng by 
auth )risccl dealers Can be scrutin iscd 
Fl.,r:j cmveniont.ly VJith the hel;) ")f cJmputer 
~<c suitaole tabu12t1.ins. 

Thc pr'Yl))sal f,Jr simultam,Jus wiJrking of tw;) 

distinct <lclministrative units )n tile same returns/ 

f,)ITns in the s()mc DGpartment alm')st at the same time 

will crL: ate· v2ri ,us practical difficul ti..: s. It will 

nJt also be oCJnJmic~l tJ maint<lin tWJ sets ~f staff 

f,)r the smaller offices like I~hmedabad, BangaL)re, 

C~chin and Kanpur where tho v:JlumG of work is usually 

less, n~r the intrJductiJn Gf tW:J sets of procedure 

for bigg~r and smaller offici.;s will be desirable. The Study 

Team is not, therefore, in favour of entrusting the stati­
stical work of the Exchange Control Department to the 
D8p0rtment of Statistics. 
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7.22 In Jrder tv keep an effective supervision 

on the flow of work in tho Local Statistical 

Section, the 
Re-organisation of 
racal Stat1st1cal section 

be cut into distinct oporational uni~s on tho lines 

indic?ted bel)w : 

I. Receiving Sub-sectin 

(1) AuthJrised dealers have been advised t) 
send the prescribed returns/statements 
('Nil' advice in case of n~ transacti)ns) 
within th~ stipulated dates. As generally 
these statements/returns arc nJt received 
ilh time, the statistical pr_·cessing alsJ 
gets delayed in the Reserve Bank. Since 
it is very necessary to issue reminders 
tv the defaulting banks in a systematic 
manner, it is suggested tpat the Statistical 
SectLm may ,)bscrve the f:)ll,Jwing tim .... 
schGdulcs for this purpJse 

Nature of return 

(i) Weekly/Trimonthly 

(ii) Fortnightly 

(iii) Monthly 

(iv) QuartorlY~1dlf­
yeClrly/Yearly 

Date ,in which 
reminders t) be 
issued from the 
due date 

7th day 

lOth day 

20th day 

30th day 



234 

(2) t\s some time is l)st in transmissi.iO :)f the 
relevant documents L) the dealing staff, this 
Sub-secti)n sh~uld ensure that fJrms/returns/ 
statements received arc daily passed :)0 t·) 
other Sub-sectiJns as under 

( i) 

Nature of d ')cume nt s 

(a) Duplic2te R 
returns al)ng 
wi th remittance 
forms 

Sub-secti.m t-J 
which t-J be passed 

FJrm C)ding 
Sub-section 

(b) Exp-Jrts su~)plcmentary 
statements together -do-

(ii) 

with GR etc. forms; 

Original R returns and 
supplementary statements 
regarding inward 
remittances (for . 
&.10,000 ~nd above); 

(iii) Stcttements in 
prescribed forms; 

(iv) Fully utilised Import 
Licence 5, whe rc 
received separately 

II. Forms C)ding sub-secti)n 

Returns cxling 
Sub-sectim 

Statements 
Sub-section 

Audit Sub­
secti"n 

(1) Under the ?rcsent system, coding of GR etc. 
export forms is dune under the su;)crvis iJn 
of the Ex:)orts So ctLm and that of ,)thcr 
forms/returns is done in the Local Statistical 
Secti~n. In view of the basic si~~larity, 
the entire coding work may be centralised 
in the L)cal Statist.ical Sccti)n, though 
nJrmally tWg different gr::lUnS will attend to 
the work regarding ex~)ort and n~)n-ex:");)rt data. 
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This i{ltcgrc~ti 'n will be iwlpful bocause -

(i) In the event ~f uneven flJW of w~rk 
re 1 at i ng t _: l;' it hi:..: r i) f tho 9 ro u ~ s , 
tho e: nt ire \'J .lrk of this Sub-58 cti on 
C2n be equitabl~ distributed amongst 
0.11 the c,)do:cs and ch(;ckers to ensure 
rn3xir:1um util isat i _'11 af their se: IVices j 

(ii) There will be better ov~rall super­
visiJn ~f the c~ding work by JnG 
Exchange: CJntrJl Offic~r (instead of 
by tw.J in tvJ,j SectiJns) j 

(iii) ~s the pr~gr~ss ·)f cJding of the cxp~rt 
and n~n-export data will be, more or 
less, uniform unJ2r this system, it 
will be hcl'~ful f0r the ci)m')ilatiJn 
Jf the Bala~cl;' ~f Payments ~tatisticsj 
and 

(iv) The drudg.:}ry of ti1Q work will be 
reducc::J t . .' a certain extent if the 
coders 3n(.: ch0ckers are inter-cl1anged 
between the tw~ groups periodically. 

It has t.J bo ensurod thL'lt the cJCling vnrk is 
kept abs:;lutely u)-to-dt\to. The forms/returns 
emanating from authJrise~ dealers (to be 
rJuted t hr.Jl!oh the Heco iving sub-sectLm) 
and tho JrigL1al ('-R/EP/PP 8tC. expJrt f.,;rms 
cmnnating from the CUstJr:1s/Post2l auth)rities 
on a pa:...-ticulur d;>y sh~ulJ bo distributed 
:1mongst t:1e Cede rs e qui tabl y. I .. very c10se 
su~)ervisi)n will be rcquircG to be exercised 
by the c ,mcern.x! Sta ff Officers , with refc; I\) nce 
to the ~)re scribQd rc gist0rs, t J sec that the 
w,)rk )f cJCling and cl1G cking is C;)n1lJl::::ted 
)n t\ clay-to-d;:Jy basis. I~fter the cJcling, 
GR etc. export forms sh,)ulc1 be delivered t~) 
the Ex))rts Sccti~n and the remittance 
f·arms ~L the Returns C.xling Sub-socti;n 
of the same Sacti)n. 
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On recC'i)t )f t;lC::Jrigini)l R r<lturns, this 
Sub-sectLJn may ilrorn"tl,,! cJm;Jile tho Import/ 
EX'Jort d C't cJ. an'] fo rwar- l th,-: same to the 
ecrltral Statistic;;l Sect.:. m fJr onward 
tran5~issiJn tu Goverruncnt. 

I.cc:)rc":ing tJ i..hc ,::xistin<J procedure, certain 
~)urchase: items reflected in tIle Rl, R2 nnd R4 
r.~turns 2r,; Coc18C.~. I,fter c:)c.ling tho requisite 
datu, the origin;)ls 'Jf these throe returns 
m2,~' be sc:nt t~, the Central Statistical Section 
st~a~shtw2Y for further ;r~ccssin~ •. The 
~:"'lgllll\lsjf 25 returns l!1uy be utlllSCc\ f:)r 
c,J:TI)il;}ti ,n :)f st:1tomonts s h )wing the 
,'p(;:;:'r'l,tL,ns ,)n Nl[1-rl_sic.:ent li.U:,)Gf: accounts 
of the Dank ,;,f F',roign Tra(~G of U.S.S.R. 
cU"~: c"untry-wisc- cl<:~t2, r,)lntin(j t,~, imp'Jrts/ 
ox ,J)rts f= Jr!l/t 0 the D 11 at..:ral !.cc,)unt 
c~)lmtries before sGn-:~ing tl"B fit t~J tho rec~rd­
r~'o;:\. Similarly, th;J su);)lomc nt;:1,ry statements 
rC~j,~:cc.::L.lg inwoI'd remittLltl,cGS (lis.10,000 and 
abJve) may ols:) be iJasse:Jn t:) the record­
ruom directly as S8~n 2S the relevant items 
:eel i"t ing t > tho se SU!' ,'lloment::J.ry st,')tements 
ar:,; cocl;::;-} ;1I1d n Jtec\ in tho pre scribed register. 

W itn a view tJ c,.:r:l.'iling the ~)rescr_Lbed 
;::,ur;)c: se-wise st~rtern\.: nts, the ro lati ve items 
may be n )ted by this Sub-sectiJn in the 
a;Y:H JiJri ate rcgi stcrs fr ,)1.1 the C,") de s heets/ 
rorni ttJ.nce f)rms rccGi voe! fr·.)r.t the Forms 
Cx\ing Sub-sccti In. The dU;Jlicutc H, returns 
;:lI1ci remi tt2nce f8rms m;:w there a {ter be sent to 
th2 f'..ucli t Sub-secti,-.:,n. 

IV. §..t nt_efTl_o_nj:_~ Sub-~J:ijn 

This Sub-secti;)n will uncli . .:rtake scrutiny of 
011 st2.tume:nts roco ived fr:)m auth _,rised 
cte31Grs an~ thereafter c~ns01idLlte: the 
reQuisite d2.t2. for SUb'11issiJn t;) the vnri')us 
2uih.)rities. hs s~on oS the c~nsolidatcd 
st at'.:f:1'-' nts arc: pro parc'd, tile indi v ic~u al 
statemonts roc~iv~d frJm authJriso~ dealers 
~ilay strClightway be sent t. the rec;jr:::-room. 



( 1 ) 

(2) 

(3) 

7.23 

237 

On recuii,t ,)f thc; remittance fonns/returns 
from the.! Returns GJding sub-sectiJn, the 
integrated auc1 it (pre liminary auc.li t plus 
det 2 iled auc!i t) l:1ay be undertaken iJr:Jmptly 
by Staff Officers. The irregularities, if 
any, may be ;1.Jintcd ~·)ut in vJri ting and the 
relLltivc f)rr:ts/returns sont to the record­
room simul t2nc.)usly. 

l.l')l1g vii th the audit ::Jf remi tt ance forms/ 
parmi ts/rcturns, scrutiny of fully utilised 
im:,,)rt licenc;.:s anc! encl.orserncnts ,In the 
bui!c exchange pc nni ts issued by the ReseIVe 
Bani~ r!12Y be d ·ne by Clerks Grade I. 

Und2r the current instructi~ns, auth)rised 
dealers arc roquir cd t,) ~)rocluce (1:) cumentary 
Gvidence in the shape :Jf Bills.1f Entry / 
p ~;st;"ll wra~)pers as cvide nce of imiJort in 
certain cases. This is SUPiJOsed to be 
wCltchc:d by the Lecal Statis·tical Secti.Jn, 
but the f:.;llow-up acti-.;n in this regard is 
n0t satisfact()ry. In view L)f the imp:::;·rtance 
uf this work, this Sub-section may kee~ 
cL)se supc;rvis i ,n IN-:-r thc; work t;1ruugh the 
a)~)rol)riatl: rc;gistc.-rs. 

The Stu'~~y Te.! am fee 1 s that a very su stained 

ane! an21ytical study of each single statement or return 

~e.!-ting ur 
.J± a 5;)e c~al 
C')mnittee 

-if utilisati)n is nl2cess;"'.ry. 

right from tho first 

to the fin21 stage 

Unless such a depth 

u ffe eti v,:: c ntribut Lln t JVJC\r'·~s rLlt Llnalisati un of the 

A f2w years back, a high-
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powered team was set up to examine the possibility 

of setting up of a centralised 'Data Bank' in the 

Bank, covering, inter alia,the statements and 

returns received by the Exchange control Department 

from authorised dC'alers. The study was unfortunately 

given up after some months withDut any tangible 

recommendations. A detailed study of the returns 

and st2te~ents has now become imperative to tone up 

the system. It is recommended that a separate 

committee com·.lrising of representatives from the 

Exchang e control Department, Economic Department, 

Department of Statistics and the Organisation & 

I.'ethods Division may be set up exclusively tD go 

into the quesiion of rationalisation of returns/ 

st2te:ments receiv2d and compiled by the Exc~lange 

Control Department. A represe.ntative of the Fore ign 

Ex chang e Dealers t Assoc i ation may be assoc iatcd 

wi th the Corll~r.i ttee in regard to the study of the 

statements/r~turns emanating from authorised dealers. 

Similarly, participation of a representative of 

the Indi an shippi ng companie s may prove useful 

while working on the returns received from those 

C ui:1pan ie s • 
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We recom:-Ilond that -

( 1) 

( 2) 

(3) 

(4) 

(5 ) 

(6) 

The J. return s may be c om~)iled by 
authorised dualcrs on a bi-monthly 
basis instead of on a tri-monthly 
basis; 

A system of integrated audit may be 
introduced in place of tho present 
system of two-stage audit; 

The periodicity of a few selected 
ruturns/statemcnts may be 
rc -scheduled; 

A few listed statements, which have 
lost t~eir utility with the passage 
of time, may be discontinued; 

The Local Statistical Section may 
be sub-divided into five operating 
units for better supervis icm of the 
work-flow; and 

A SP2C i()l Cornmi tto 0 cumpris ing of 
representatives fr-:.!JTI the Exchange 
Control Department, Economic 
Dcr!:'. rtment, Department of Statistics 
2nd Organisation 8. Methods Division 
may be set up to go into the 
question of ratLmalisation of the 
statistical work. 
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CHAPTER VIII 

MANAGEMENT INFORMATION SYSTEM 

8.1 The objective of a scientific Management 

Information System is to provide information in a 

Introduction 
compact form on 

all signif icant 

aspects for purposes of formulation of policies, 

regulation of work-flow, evaluation of performance, 

anticipation of developments and for other decision­

making processes. This would, therefore, imply 

that the requisite information should reach the 

Management promptly and regvlarly. The importance 

of ~uch a system for the Exchange Control Organisa­

tion needs no emphasis. Although the existing 

returns and statements contain various types of 

data and statements are also specially compiled 

from time to time to meet some immediate needs, 

there is practically no regular flow of information 

to the senior levels. With a view to building up 

an integrattd Information System, there should be an 

even flow of information. At the same time, care 

has to be taken to ensure that the system does not 
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become 'stagnant or overcrowded and that it is perio-

dically moulded to meet the changing requirements. 

8.2 The inward letter-diary is an important 

indicator for the Department. Even a glance will 

give an impression whether any letter or application 

Scrutiny of 
Inward Dak 

is required to 

be dealt with on 

a priority basis. 

Although Exchange Control Officers of certain Sections 

scrutinise the inward dak daily, the system is not 

being followed in many Sections. It is imperative 

that all Exchange Control Officers should scruti-

nise the daily dak, particularly for the purpose of 

segregating important or urgent letters and 

applications. While going through the letters, it 

may also be seen whether they are all inwarded or 

not. This practice will enable them to see whether 

there h~s been delay in any particular case ~r any 

com~nts have been lodged by any party. The Study 

Team recommends that the system of scrutiny of 

inward dak should be made compulsory and the 

concerned Deputy/Assistant Controllers may watch 

whether this practic( is meticulously followed by 
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the Exch~ng~ Control Officers. 

8.3 At present, the Officcrs-in-Chargehave no 

m0?ns to kn0w the position of work in the various 

Statement s of 
Outstandings 

Sections in the 

absence of any 

statement s of 

outstandings. Instructions have recently been 

issued in regard to preparation of fortnightly 

st 2tcment s of out st anding s. . The conce rned Deputy/ 

Assistant Controllers may ensur8 that the Sections 

under their charge; submit the fortnightly statements 

cf outstandings on a r~gul~r basis and initiate 

app ropriatc act ion in reg ;1.rd t) t he out standing ca S8 s. 

8.4 The Controller may receiv~ quarterly 

r~port s from t he Deputy Controlle rs (thr;)ugh the 

Additiorial/ 
QUnrterly Reports 
to Controll(;r Joint Controller) 

of Central 

Office and from the JOint/Deputy/Assistant Controllers 

of tht Regional Offices, covering broadly the 

following inf ormat i')n: 

(1) 

(2 ) 

Number of ~ttters receive~, letters 
outstandin~ a~r&asonS-therefor; 

Number of returns/statements due to 
be receiv8d from various agencies (to 
be specified), returns/st~temcnts 
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(4) 

(5) 

(6 ) 

(7) 
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~ctually r~ccived and processed and 
reasons for lag, if 2ny; 

Number of statements due to be sent 
to various ag8ncies (to bE specified) 
actuMlly sent and rc?s~ns for defMult, 
if any; 

Nature of caStS where follow-up action 
is requirud to be taken, approximate 
number of casus (category-wis&) whore 
such acti~n has not been taken and 
reasons therefor; 

ParticulMrs 'Jf caSlS referred to 
Government but reply not r~ceived 
in a month (applicable both to Central 
Office and the R8gional Offices) and 
r~fGrred to C8ntral Office but reply 
not rec8ivcd in a fortnight (applicable 
t~ the Regional OfficEs); 

Significant features/trends, if any, 
n0ticed in any area; and 

General ~bservati~ns (briefly bringing 
out the special problems faced during 
th8 period and possible remedies). 

8.5 The data r~garding foreign cxchanjG and 

foreign trade are published regularly by the 

Data in Selected 
Areas 

Economic D(;part­

ment in the 

Bank's monthly 

Bulletin. It is very necessary for th~ Exchange 

Control Department to be well posted with the 

overall tr~nds of thL Balance of Payments, Balance 

of Trade and Exchange Re se rve s, since the S8 figur~ s 



244 

will bring an awareness of the coming events. This 

apart, the Control should ha.ve its own perspectiv .. e s in 

respect of other important areas. Having regard 

to the current developments, the Study T8am considers 

that for the purpose of the Management Information 

System, consolidateo data may be compiled in respect 

of the following major areas: 

(2) 

The activities of the foreign-controlled 
companies have attracted much attention 
in the recent years and in fact, the main 
thrust of the new Foreign Exch~nge Regu­
lation Act is to regulate the operations 
of such companies and firms. A statement 
showing, inter alia, the names and addresses 
of such companies, their capital structure 
(non~resident and rusident share-holdings), 
nature of activities, remittances on 
account of. profits/dividends/royalties, 
technical know-how, imports/commission on 
exports, etc.,. inward remittances on 
account of exports, and loans and over­
drafts may be prepared annually. The 
concerned companies m~y be grouped 
according to th~ country of residence 
of their Principals/Head Office and 
according to the hature of their operations; 

In view of the 6rowing interest of 
Government and ~arliamGnt in the activi­
ties of large Indian industrial houses, 
the Department should compile some broad 
data, from the foreign exchange angle, 
about a few selected companies (not 
exceeding 50 initially) belonging to the 
leading industrial groups through appro­
priate questionnaires. The information 
should r€late to foreign collaboration 
agreements (if any), agency arrangements 
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abroad for imports/exports and remittances 
made to such agents, 8verseas offices/ 
subsidiaries, foreign currency loans, 
imports and exports and may be collected 
on a yearly basis; 

(3) With the increased emphasis on the 
promotion of joint vEntures, consultancy 
se rvice sand engine ering contr,~ ct s in 
foreign countries, schedules may be drawn 
up in each Regional Office annually, 
indicating the names and addresses of the 
concerned Indian companies/firms, country 
where the ventures/services undertaken, 
nature of operations, quantum of foreign . 
exchange/exports outlay, foreign exchange 
liabilities (direct or contingent) of the 
Indian firm or company, particulars of 
shareholdings (in case of joint ventures), 
dividends/income earned and repatriated; 

(4) Since special inc~ntivls are being offered 
to non-residents of Indian nationality or 
origin regarding remittances to India, a 
consolidated statement showing the parti­
culars of Non-Resident (External) Rupee 
Accounts/Foreign Currency-denominated 
Accounts, special accounts for purposes 
of priority allotment of car/scooter, 
cement and tractors may be preparGr. on a 
quarterly basis. This statement may be 
classified according to the country of 
residence of the non-r~sident account­
holders/remitters and may include only 
the number of accounts and aggregate 
bal ance s out standing at the end of each 
reporting pe riod; 

(5) Consequent on the significant increase in 
exports from India, various measures are 
afoot to liberalise the exchange facilities 
for large exporters. It is necessary to 
have a regular information on a quarterly 
basis regarr.ing the number Jf expJrtcrs in 
whose favour Blanket Exchonge Permits have 
been issued for the first time or renewed 
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in lieu ~f pr~vi~us permits, tot?l 
exchangG rcleC1s;.;,l an(l utilised; 

(6) On the same grounr., a grenter 
responsibility has n:)''\1 devllvcd on 
the Dep0rtment in respect of the 
follow-up action in c~ses where 
the CXDort value is not realised 
within'the prGscribu~ time. A 
rcport covering the cases involving 
an exp~rt voluG of fu.25,OOO/- or 
morG may be pr~pared on a qUnrterly 
b~sis, in~ic?tinq the names and 
a:~(lr~ sst:; SJf the-concerned e xport(;rs; 
cr)mmoriity/ie; s, value, country/ie s to 
which exported, reasons for non­
re0lisation, acti~n taken and proposed 
to be taken. The progress achieved in 
th2S~ rartic~lar cases may be bri(;fly 
r(;flect.:..cl in th~ subs(;quert quarterly 
rep'Jrts S·) long as thIJ value is not 
fully realise:rJ or the case is other­
wi Sf.:. c los e r-j ; 

(7) , As the; Inrlian shipping companie s are 
acquiring larger number of ships in 
the: recent years at . a c'Jnsiderable 
foreign exchange outlay, a consolirla­
ted statcm~nt showing thc names of the 
companies, outstanding balenccs of 
fJrcig~ currency l02ns incurred by 
them for purchase of ships (indicating 
the original amount of loan, source, 
rate ~f interest, terms ~f repnyment, 
security offcr~J, etc.), total .' 
c~ll~ctions and rlisburs~mcnts in foreign 
exchange, may be prepared on a half­
yearly basis by the Bombay, Calcutt q 
and Madras Off icc s (in who se jurisdiction 
th(; He2(~ Offices of most of the lCr:lding 
ship~ing companies arG situated). A 
similar st,:1temcnt in respect of Air Inrlia 
may also be compil(;~ by the Bombay 
Rcgi~nal Office. 
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8.6 It will be useful if th0 Duoartment Arrang~s 

to get a regular flow Jf information in regArd to 

exports -
Special Exports Data 

e xportl r-

wise, commodity-wise and country-wise. Accordingly, 

it is suggested that the Machine Section (Department 

of Statistics) mr=ly bG r(;qu8sted to compile three 

st2temcnts on an annual basis (2S on 31st DecGmber) 

on the lines indicr=lted below 

A. Commodity-wise Exports Year 19 

C ammo '.~ it Y Count ry 

(1) Te a (a) U.K. 
(b) u. S. A. 
(c) We st Ge rmany 

etc. 
Others 

Total 

B. Country-wise EXDort~ Year 19 

Country Commodity 

(1) U.K. (a) Tca 
(b) Cotton Textiles 

• 

(c) Jute Manufactures 
(d) Engineering goods 

etc. 
Others 

Total 

• 
Amount 

Rs. 

=========== 

Amount 
Rs. 

========== 
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C. Exp0rter-wise Record Year 19 

NamE: of the 
Exp::>rb;r 

(1) x:yz & Co. 

Comm::dity 

(a) Tea 
(b) Leather Goods 
(c) SpicGS 

etc. 
Others 

Total 

• 

Amount 
Rs. 

========== 

While thE statistics pertaining to th~ first two 

grJu?s are av~ilablc from the publications of the 

Director-Gener0l of Commercial IntelligencE and 

St2tistics (DGCI&S), Calcutta, it is felt that the 

D;..;pi'\rtmc nt shoulrl h0ve its oVJn rJat a ba sed on export 

r~2lis~ti8ns as refl~ctc1 in the Export Forms. The 

necessity of builrling u~ export~r-wisc record was 

consi~£rbd e~rlier, but no rlecision coulrl be taken 

at th:"lt time. The prr)p')SEr~ t?bulations will provide 

a gO)~ backgr8unrl material an~ will be a ready aid 

for fJrmulation 0r review of policies concerning 

Gxports. These data will also help expeditious 

~isp0sal of applications from cx~orters for travel 

f eH export ')romot ion, is sue of 81 anket Permit s, 

o)cning of offices abroad, etc. It will, hOVJevcr, 

bL rt coloss;'\l t('!sk t~} compil~ data r(;l?ting to all 
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exporters, ~ll commoditi6s or all countries. For the 

sake of convenienc8, some cutoff points will have to 

be determiner! in consultati:m with the Department of 

Statistics ~nJ the Economic Department (Division of 

Internati~n~l Finance). 

8.7 !.t :")r8se:nt, statistic;:11 d2ta relating to the 

number 'Jf exchangE:: permits issued and the amount of 

exchange released 
Data Published in 
the Bank's BUlletin for travel abroad 

for various 

pur?oses such 25 studies, business, medical treatment, 

otc. and th(; number of 'P' Forms appr:)vGd are 

publishc 1 in th,] E?nk' 5 monthly Bulletin. It is 

suggcsterl th~t the number ~f FTS declarations 

ap'Jrovvl ,-:uring thL rC-:Jorting ,)erio1 mr'ly also be; 

included in the rel~tivL statement. 

8.8 The Study Te ~m ha 5 obsc rvo'1 thC'lt tho Derart-

mont does not make nny comparative study of even the 

Nucleus of a 
Data Bank 

import nnt dat a 

on a regular 

basis, unless 

othlrwisc ac~vise('~ to d') so to meet any specific 

neod. It has been sugg(;stcri (vide Ch2~ter XII) that 
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a separate Statistics Division may be set up in 

Central pffice, primarily to strengthen the 

statistical base of the Department. This Division 

will have to ensure that th~ prescribed statistical 

tlata are received from the v~rious sources 

according to the sti~ulatcrl dates. A regular rliary­

card system may be introduced to watch the rcc~ipt 

of the prescribed statements/returns and to actively 

follow-up the cases of default. Where routine 

reminrlers fail, the matt6r should be taken up 

promptly at a senior lev~l. It has also to be 

ensured that all data receiveJ from the branches are 

consolidated, without any unreasonable time-lag, 

irres~cctive of whether the information is required 

to be furnishe~ to any other Division in Central 

Office/Economic Department/Department of StMtistics 

or Government. To make the tabulations more 

meaningful, the figures for two back periods should 

invariably be embo~ied in the summary statements. 

In other words, the Statistics Division may develop 

itself into a miniature 'Data Bank' so that the 

requisite information relating to thE diverse aspects 

of Exchange Control may be readily made available 

to the Management or Government, for special studies 
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or for answering the Parliamentary Questions. It 

will, therefore, be necessary for other Divisions 

of Central Office to endorse a copy of each state­

ment/return collected and compiled by them directly. 

In that case, the Statistics Division will be able 

to oversee and co-ordinate the entire range of 

statistical work in the Department. 

8.9 Besides the flow of selected data, periodi-

cal discussions at the v~rious levels offer another 

Periodical 
Meetings 

effective channel 

for the Management 

Information 

System. It will be useful if the Heads of the 

Regional Offices an~ Central Office Divisions are 

in a position to meet the Denuty Governor/Controller 

collectively once in a year for exchange of views 

on organisational problems an~ 21so on th~ problems 

affecting the various facets of the Control adminis­

tration. Such meetings are arranged in all leading 
.. ,-

financial and non-financi~l institutions for better 

unrlerstanding and for unanimity of approach at the 

controlling level. The Heads of the Regional Offices 

and Central Office Divisions may also arrange to have 



252 

L.:cmtical discussLms with their juniors as frequently 

2S ~assiblc. The pronoscd collective meetings with 

the operating staff will be hel~ful for understanding 

thE.: work-;Josition and communicating the guidelines 

to them. 

8.10 At present, various d<'lta flow upwards from 

br2nches t? Central Office and the directions move 

Newsletter 
downwards from 

Cent ral Off ice 

to branches. The underlying link 2nd implications 

elf the instructions are not often unclerstood at 

the branche s. It will be beneficial if ~ news-

letter is issued by the Controller, on a quarterly 

basis, to bridge this gulf. The newsletter may 

circulate the significant d~ta regarding all-India 

an'l region-wise ope rat ions of the Cant rol (to be 

prepared by the St2tistics Division out of the 

various statements received from the Regional Offices), 

elucidat~ th~ background of major changes in respect 

of th2 ')olicie s an;1 nr r)c8dure s RnrJ communicate the 

leading national and international developments 

having a bearing on the outlook and workhg of the 

Control. 
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8.11 FQr the evolution of ~ Managem8nt Information 

System, we recommend th~t 

(1) Quart(rly reports in respect of the listed 
items may be received by th8 Controller 
from the Central Office Divisions; 

(2) Consolidate'-! data m;-:y be compile0. in major 
specifiul areas; 

(3) S~ecial data relating to ex~orts may be 
obt~incd from th~ Department of Statistics; 

(4) The Statistics Divisic.m may form the 
nucl GUS of a I DaL~ Bank I ; 

(5) Pc riodical meet ing 5 m?y be he lei at v ariou s 
administrative levels for better apprecia­
tion of problems; and 

(6) A newsletter on the developments in Exchange 
Control may be issued by the Controller on 
a quartcrly basis. 
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CHAPlER ]X 

CUSTOMER SERVICE 

9.1 The Exchange Control Department is 

essentially a sQrvice organisation which caters 

to the foreign 
Introduction 

exchange needs 

of Government Deoartments, Public Sector Under­

takinqs, Indian and foreign companies/firms, 

foreign tourists, diplomatic officials, business 

executivos and cross-sections of the public. The 

services cover a wide and varied ranae 

approval of 'P' Form/FTS applications, release of 

Exchange for higher studies, medical treatment, 

partie ipat ion in confere nces/seminars, study 

tours, membership subscriptions, travel for busi­

ness purnoses, issue of Blanket Exchange Permits, 

import/export of currency, engagement of foreign 

nationals, remittances of current income and 

capital, despatch of gift articles, issue of 

jewelle~y permits, specified matters relating 

to import/export of merchand ise, fore ign inve st-" 

ments in India and Indian investments abroad and 
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a host of other problems. Obviously, therefore, a 

large number of customers repr~senting various 

interests get in touch with, or walk 

in, the Department daily for information/guidance 

and for pursuing their apolicatioMS. People also 

come just to deliver or collect letters and forms. 

The Deryartment is rather a window through which the 

Reserve Bank extends direct public service and accor­

dingly, the imaqe of the institution depends, to a 

great extent, on its performance. 

9.2 At present, there is no organised customer 

service in its true sense in the Department. In 

Amar Building and 
Present Position 

the Mercantile Bank 

Building where the onerating Sections of the Bombay 

Regional Office are situated, two different Enquiry 

Sections ar? working. These Sections are normally 

placed under the ch2rge of new and inexperienced Staff 

Officers Or <'It tim::s, under scni8r St:--ff Officer .. 

whose; services <'Irt.; n·Jt;crha;:>s"found useful else_ 

v.rere. It··would, thercrore; be often 

difficult for these officials to tender satisfactory 

advice C)n the: various procedural and intricate problems 
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posed by the visitors. NOr do these officials 

directly attend to the dispos~l of even very 

urgent applications. Mostly, the Enquiry Sections 

spend their time in distributing the prest· tbed 

forms/questionnaires to the visit~rs or pass them on to 

the Officers or the onerating staff inside the 

Department. 

9.3 The ex isting Enquiry Sections are also 

woefully ill-equipned to offer even the minimum 

amenities to the vis it ing public. There is acute 

shortage of sitting space, furniture and fan 5, with 

the result that quite a few of t~e visitors, inclu­

ding ladies, children and old persons, are required 

to stand (often perspiring) for long periods to 

collect their desired information or get their 

immediate services done. ·In the absence of facilities 

for writing applications or letters, peoole have 

been found to place papers on their knees or against 

the walls and scribble on them. As there are no 

pUlPose-wise counters, the enquirers throng together 

in a state of confusion. Sometimes, the waiting 

crowd becomes exasperated and makes noises to attract 

the attention 6f the staff working inside the 
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enclosures. In the commotion so created, innocent 

visitors generally suffer - the exerting visitors 

often get preferential treatment and there have been 

instances of pick_pocketing too. 

9.4 In view of the unsatisfactory arr.angements, 

the waiting visitors become anxious to approach the 

dealinq staff directly for proper guidance or for 

expeditious action. As the various Sections, spread 

in different buildings and over different floors, 

have several entry-points and there is no proper 

system of gate-keeping, it is not difficult for the visitors 

to find their way in. Due to the ineffectiveness of 

the checking system, visitors also come to the Depart ... 

ment throughout the day despite fixed interview hours. 

Small pocket s of crowds ins ide the enc 10 sure s, 

particularly where the busy Sections are functioning, 

are a common sight. It has been observed that 

outside p2rties, more especially the travel aqents, 

move from desk to desk to chase their cases. In 

consequence, the operatinq staff of these vulnerable 

Sections cannot work with peace and they spend their 

time mainly in attending to the visitors from 

morning till late afternoon. Not only the regular 
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cases get delayed in the process, passports, files 

and other valuable docu~ents placed on the tables 

of the dealing assistants and Officers become 

utterly ex')osed to the unregulated incomers. 

9.5 It has been found on close observation 

that quite 3 sizable number of visitors come to the 

DO''lartment merely to make enquiries about the fate 

Time -schedule 
for processing 
of api;l icat ions 

of their 

appl icat ions 

or to get them 

expedited. They give various arguments, make 

persuasions or sometimes, bring pressures through 

other persons to achieve their ends. Under the 

present procedure, no time-limits have been fixed, 

exceptin~ in the case of 'PI Forms/FTS applications, 

for disposal of cases. This is a serious deficiency, 

as a result of which sufficient attention is not 

given by the dealing staff to process the appli-

cations within a reasonable time and the members of 

tho public also attempt to have their cases 

com?leted irre s pc ct ive of the date of submiss ion. 

It is very necessary thnt some time-schedules 

should b(~ prescribed, at least for the more common 
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itGms, in order to bring an awareness amongst the staff 

members about the need for timely disposal of appli­

cations and to ensure that applicants are able to 

know the fate of their apDlications on the expiry of 

the stipulated period. As in the case of P Form/ 

FTS a::,plic at ions, toke ns may be iss ued for the appl i­

cations of the specified categories, indicating the 

period when thG reply will be due. The counterfoils 

of the tokens will bG attached to the concerned 

av)lications. These tokens will servG" as "a guide to 

the upplicants for the purpose of their follow-up 

~ction with the DepartmGnt and will, at the same time, 

help the dealing staff in keeping a track of the 

rGlative ,;)C1-oers. Thouqh it is very difficult to 

indicate precisGly any definite period for final 

disposal of each singlG ap~lication due to various 

subjectivities, the proposed time-schedule will 

positively ensurG timely handling of the cases in 

the Department. The Study Team has given "considera­

ble thought to this problem and recommends the 

following time-schedule in res?ect of the major 

cat.c~90ries of ap~lications: 



( 1) 

(2) 

(3) 

(4) 
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Nature of Application 

P Form/FTS Applicatio.ns 

Medical Treatment abroad 

Bus ine ss Trave 1 

Participation in Trade 
Fa irs/Exh ib itions 

(5) Blanket Permits 

(6) 

(7) 

(8 ) 

(9 ) 

(10.) 

(11) 

(12.) 

(i) New Issue s 

(ii) Renewals 

Exchange for higher 
stud ie s/Tra in ing 

Misce lla ne 0 us Trave 1 
Applications (e.g. Study 
Tour/Conference/ 
Specialised Training/ 
Travel by Journalists) 

J Form for taking out 
personal jewellery 

Engagement of foreign 
nationals 

Em igra t ion (w ith 
'No Exchange '/ 
'Exchange on 
Repatriation' basis) 

Transfer of assets 
of retiring foreign 
nat ionals 

Transfer of legac ie s, 
bequests and 
inhe r ita nce 

Time for 
proce ss ing 

3 days 

2 days 

4 days 

2 days 

10 days 

4 days 

7 days 

4 days 

2 days 

4 days 

4 days 

6 days 

1 month 



(13) 

(14) 

(15 ) 

(16) 

Remittance of surplus 
passage/freight 
earnings 

Prof ita/b iv idend s 
remittances 

Royalty/Technical 
Know-how remittances 

Misce llaneous 
remittance s like 
Advert isement/ 
Membersh ip/Examinat ion 
Fees, etc. 

(17) Money changers! licence 

( i ) F ir s t Is s ue 

( 18) 

( 19) 

(20 ) 

(21) 

(22) 

(il) Renewal 

Applications regarding 
operat ions on Non-
re side nt Accounts 
(including 'External' 
Account s) 

References in 
connection with 
foreign currency 
accounts/shares 

Approvals for Joint 
ventures/Consultancy/ 
Construction/Management 
Services Contracts. 

Loans/Overdrafts 
applications received 
from foreign-controlled 
companie s. 

Imports by 
Post parcel 
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1 month 

15 days 

10 days 

4 days 

1 month 

10 days 

5 days 

7 days 

8 days 

7 days 

4 days 



( 23) 

(2Ll ) 

(25) 

(26 ) 

(27 ) 

(28 ) 

(2 <.} ) 

(30 ) 

(31 ) 

( 32) 

(3~ 
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Payment of freight 
locally for 
personal baggage 

Imports into bOn0 

Applications from 
exporters for allot­
ment of corie numbers 

Deferred Payment 
Exports 

GR. VIa iver case s 

Export of Go ld 
jewellery 

Remittance of 
commiss ion on 
exports 

Remittances towards 
c la ims on exports 

Extension of time­
limit for realisation 
of export ?roceeds 

Reduction in bill 
amount· in re spect 
of exports. 

Registration of agency 
agreements. 

2 days 

5 days 

2 days 

10 days 

2 days 

2 days 

5 days 

3 days 

7 days 

3 days 

5 days 

NOTE: 'Days' mean clear 
working days. 
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9.6 The Enquiry Section should be thoroughly 

reorganised so that it is able to 'extend 

Format ion of 
Public Relations 
Section 

meaningful service 

to the numerous 

customers by 

explainin~ clearly the implications of the 

regulations and the procedural details. Oftentimes, 

the visitors do not know how to fill up a prescribed 

questionnaire or precisely what documents are 

rCauired to be furnished. Effective assistance cafl 

~9 given only if the Enquiry Section is. manned by 

knowledgeable, experienced, courteous and helpful 

Officers and clerical staff. Their attitude and 

performance will greatly determine the image of the 

Department in the Dublic eye and will otherwise 

help its working. N:Jt only the officials of the 

Sect ion shoulrl educate the public from the angle 

of Exchange Control work, but they may directly attend 

to cases where urgent action is required. For 

example, if a Datient desires to proceed abroad for 

immed iatp. treatment, the requis ite exchange permit may 

be issued by the Enquiry Section itself, without 

ro ferring fr~eapp:lic 2t:'i'()'~ 1t 5 t:l1e', T;pav6>t irSe!cUcYl1. Similarly, 
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applications for rf"mittances for the import of 

life-saving drugs, rassage a?plications of 

persons who are anxious to undertake travel to 

meet somes.eriously ailinq relative or for any 

other em2r<)ent reason, a':)plications for release 

of exchange for higher studies where the academic 

sessions in the concerned overseas institutions 

a:re to commence shortly, applications from 

inten,jing travellers for issue of jewellery permits, 

from -[ore ign tourists for reconversion of the ir 

unspent rupee balances in foreign exchange, from 

journalists desirous of covering any international 

event of immediate siqnific~nce or any other 

personal ap0lic2tion of urgent nature may be 

dealt with by the Enquiry Section. This apart, 

the Section (which should have the overall 

res ponsib i1 itv for rece iv ing all inward letters 

and their distribution) may arran()e .~o transmit 

im?ortant and urgent lett2rs immediately to the 

concernerl dealing officials for the purpose of 

expeditious action. These measures will ensure 

prompt service in s0ecific areas and will, at the 
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same time, be helpful in keeping away the visitors 

or travel agents from the operatinq staff. It is 

fe 1 t that the se object ives can be achie.ved onI y if the 

existing Enquiry Sections are remodelled as a 

compact Public Relations Section and placed under 

the charge of comoetent Exchange Control Officers. 

These Officers may also attend to the public 

complaints, on a priority basis, by calling for the 

relative case papers and/or holding discussions 

with the dealinq officials. In fact, such full­

fledged Public Relations Sections are functioning 

in Trade Control, Customs, Income-tax and other 

Public Service organisations. 

9.7 It is equally imnortant to see that the 

lounqe for the visitors is arr~nqed in a decent 

Better 
amenities 
to be proV ided 

manner with more 

sit t ing snace, 

better provisions 

for writing letters, etc. anr1 also a self­

operating public telephone ( many visitors seek 

assistance of the Departmental Dhones to contact 

their office, bank or any other outside agencies 

in connection with their work in the Reserve Bank). 
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The existing horizontal counters should also be 

re_structured vertically according to various 

subjects - P Form applications, FTS apolications, 

Miscellaneous Travel 'pplications, Export 

enquiries, General enquiries and :-'eceiot and 

Delivery of Letters. This arrangement for 

PYrpo.QwW$~e counters will divide the crowd in 

different qroups and the enquirers will be able 

to get quicker service.' These measures are, no 

doubt, conditioned by the availability of more 

space where a centralised Public Relations Section 

may be set up. It may be fut ile to make attempt s 

for any such basic changes in regard to the 

counter service so long as the various operating 

Sections are scattered in different buildinc!s. To 

reorganise the system, the Bombay Regional Office 

where most of the visitors come should be housed 

in one building. (Ple"c,e also see Chapter XII). 

9.8 Though there is an imperative need to 

reorganise t~e services 'at the counter, it has also 

Adherence to fixed 
visiting hours 

to.be ensured 

that the 

visitors do not 

have unrestricted access.to the Department, ~s at 
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present, even after the usual interview hours. If 

outsiders, particularly travel agents, continue to 

come beyond the sCheduled hours, the work gets 

much dislocated. Oftentimes, the dealing staff 

cannot process the normal cases rlue to tris 

disturbance and in effect, cases of the innocent 

parties who choose to contact the Department only 

thro ugh letters, get de layed. In the intere st 

of the customers of the latter category, visito~s 

should be persuaded to adhere to the fixed business 

hours. Where, however, nrior apnointments have 

been fixed with any Officer, the concerned 

visitors can ·come .at the apPQinte~ time. 

9.9 These internal measures will, no doubt, 

produce a favourable imoact. It is, .however, 

Publ ic at ion 
of Brochures 

considered that 

if brochure s are 

published in simple 

and non-technical languaqe iri-·resoect of the 

common items of work with which the public are 

mostly concerned, the present and potential 

customers of the Department will get a lasting 
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benefit. They will be able to understand, on their 

own, the conditions under which one would be eligible 

for the specified facilities, the forms/question­

naires to be completed and the requisite documents 

td be submitted. Such simple brtchures will 

definitely remove many doubts of the average men 

and will thus reduce their visits to the Department 

for the purpose of information or clarifications. 

Two brochures relat"ing to the facilities available 

to exporters and to students/trainees, published 

some years back, were found to be quite ,useful. R 

is very necessary that these two brochures are 

updated and a few new brochures, covering subjects 

like P Form/FTS 'applications, operations on Non­

resident accounts, Travel for Study Tour/Conference/ 

Seminar and other miscellaneous pur~oses, setting un 

of Joint Ventures and undertaking Consultancy/ 

Engineering services or Turnkey Projects abroad, 

Investments in India by Non-residents, are published 

by the Deoartment at the earliest opoortunity and 

revised from time to time on a regular basis. Since 

the se brochure s should be low-pr iced in the wider 

public interest, the Bank may have to bear a 
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substantial portion of the cost of their publication. 

9.10 We, therefore, recommend that -

(1) Time-schedules for the purpose 
of processing the applications 
of some specified categories 
may be prescribed; 

(2) A compact Public Relations Section 
may be set up; 

(3) Better physical amenities may be 
provided to the visitors; and 

(4) Low-priced brochures covering 
some common items of work may 
be published. 
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CHAPTER X 

MAINTENANCE i\ND DESTRUCTION. OF RECORDS 

In an organisation like the Exchang8 Control 

Department, where essentinlly work of secretarial 

type is performed, the system of record keeping is 

very important. 
Introduction 

The records give 

out precedents, guidelines, statistics and other 

key inform2tion. The Department has, however, 

developed almost a lovL for the antiques and 

~m~ssed huge volumes ;f files, registers and 

forms. These records, both old and new, are now 

overflowing all the record-rooms, racks and 

21mirahs of the Departm~nt. They are even piled 

2b,)Vc the cupbo2rds Ctnl~ scattered helter-skelter 

on the floors. Th8 system is in a statu of 

utter confusion. The file-registers are not 

properly mnintained in m2ny Sections where such 

registors are maintained, the files are not 

art?ngcd serially. It has been noticed that even 

in a few important Sections (e.g.Travel, Exports, 

etc.), filinJ tork is pending for months. 

Consider~ble time is,thGrefore, wasted in tracing 

out the b2ck papers for attending to letters 
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and R~)lic2ti~ns ~n~ occassio~ally, c~scs arE 

c'isposcl 'Jf, wi th:)ut consul ting th\.; :;revious pcp crs. 

10.2 To 3 great Gxtent, this has happened as 

a rt: suI t of the mount infJ re cor(] s. The Dep8.rtment is 

rCCtd.ving l;:ngGr number of GR Forms due to extensive 

ex~ort efforts 2nd morc returns/st~tcments due to 

increas~d number of 8uthoris(d dealers (number of 

their br2nches is ",Iso ster=ldily incre2sing), money-

ch:1n,]crs, trnvcl agcnts anc~ ;:lirline/ship')ing compp.nies. 

Th~re h~s also b8Ln 2 spurt in P Form/FTS ap91ic?tions 

p.nd a~~licntions for r~leas~ of Gxch2nge on export. 

pr,)m:Jti':m <]r)unc1s during the recent years. Even 

otherwise, the work load h~s increased genGrally in 

othGr ficlrls. Th;ugh the rlc!)rr~s arC multi;)lying, 

th~ storage space h~s r0m2in~d constant and even the 

r:lestructi~n ~roc~dure h2s not been changed. 

10.3 At pr0scnt, the Dc~artmlnt sets u~ a Special 

Sccti·JfI every year f')r (') ~)criyl of six months or ~o 

Workinq of 
Special Section 

for attencling to 

the; destruction 

of 01rl rcc')r(~s. This ScctL,n collects the ,requisite 

r\.;c)r·~s, '""hich become due for r:lcstruction, fr)m the 
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rGcord-rooms dno the op(r~ti0nal Sections, 

UX 2minG s them inorrJe r to take out important 

p~pLrs, obtain orders for destruction and 

thereafter dispos~s them of finnlly. DUE to 

cn,Jrmous v·:;.lumc, it is not C'llways possible 

for this ad hoc ScctiJn to complete the 

:Jr:)cLssincJ in r8s;Jcct of all the rec.)r(~s which 

bcc)m(; ·.;UG for r1estruction. The Section also 

Gx)(~ricnccs difficulties in h('lndling the 

unlistul rEC~Jrr:ls. It rlJes not obviously take, 

n~r is narm~lly expected to take, ~ny action 

for arranging the rccJrds syst~matically or 

10.4 An efficient record-service 

contrjbut~s cirectly ~nd rroporti~n~tely to 

the \~fficiency of the Dc;:>?rtment. It is vcry 

nlccssary to ensure that filing is kept 

::)0 sol utel y U~)t a-date. All the f il es should be 

Arr?n~cment of page-numbered 
rccor s 

and properly 

indexed. Un,~Jcr the present system, the 

rcs~Jnsibility for filing has been given in each 

scctiJn to ;') Cle;rk !)thcr than the.: Cll.;rks whu 
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attend tJ the corrcs~~n~encc. This practice is 

not working well. E~ch Clc~k should file the 

lett~rs d8~lt with by him ?t the end of each 

day. H~ will know bettGr where to filG the 

IGtters and which connected letters rUO t·) be 

in~exed. In officer-oriented Sections, this 

wJrk will, n~ ~oubt, be d8nc by the sup,orting 

clerical st?ff. E3ch Secti8n s~1ul~ h~ve an 

in r1 cll2nc!ent Fil·:; RegistGr wherein brief p~rticul:'lrs 

of the fil~s will be entered ~s soon ~s they are 

o~encd. To avoid :'Iny c~nfusi~n, the ~eri~d Qf 

pres~rv~tion may elso be in~ic~tcd on the face 

of cpch file and ag2inst the rel~tivc entry in 

the register right ~t the time of its opening. 

The fils shlul~ be ?rrnnged in ~ serial order 

:'Ind wh(nevcr any file is given t~ nny other 

Secti,m or tr~nsferred to the recor('~-ro')m, 

suitable remarks m2Y be rec~rded. For the facility 

of handling, only currEnt files ?n~ registers 

shoulr~ bE. ke~)t in the Section. Where, howGver, 

record-rooms are situ:'lted in tho proximity of 

the o~er2ting Secti~ns, current rec~r1s mey :'Ilso 
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be stcHEd there pr1rtially or fully. But the 

current and old records kept in the record-rooms 

must be arranged Section-wi se in ;:10 J r~~,-, rl y 

manner, returns/statements, processed GR Forms 

and registers being stocked plriJd-wise. As 

the Departrre nt is facing acute shortage of 

space for .toring the recorris, provision for 

more s~ace for.this purpose has bLcome 

impe rat ive. 

10.5 Having regard to the constraint 

of space and increasing volume of rec0rds, 

it is considered necessary to re-schedule the 

period of their preserv2tion. All items of 

Period of records hAve to 
Pre so rvat ion to be 
re-scheduled be closely examined 

from 'this angle. 

The Study Team, has, however, examined the more 

voluminous items and recommends as under: 



Descrirtion 

(1) GR/EP/PP etc. 
Forms 

(2) "Short-shipment/ 
Shut-out Not ice s 
(if not dis­
continued, as 
suggested 
el sewhere) 

(3) Control Sheets 
in re spect of 
GR etc. Form s 
(if not dis­
continued,as 
sugge sted 
el sewhe re) 

(4) Code Sheets 

(5) Staterre nts 
regarding over­
due export bill s 
received from 
authorised 
dealers. 

( 6) R re turn s 

(7) Other statements 
rece ived from 
authorised 
dealers 
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Pre se nt 
period of 
pre Sl;;rva­
tion 

2 years 

2 years 

2 years 

" .. -- .. :'. 

3 years 

3 years 

2 years 

3 years 

Suggested pcri'Jd 
of preservation 

1 year 
(from pro­
complete stage) 

-do-

6 months 
(from the dnte 
of scrut iny of 
the relative 
export forms) 

1 year 

1 year 

6 m')nth s 
(?fter final 
audit) 

6 months 
C~ftcr 
consolidation) 



Dcscri':1tion , 

(8) I pi Form 
applic;)tions 

( 9) FTS Flppl ica­
ti:)ns 

(10) Statl;mcnts 
regarding 
p;:lssagc/ 
frc ight 
collect ions 
by 2irline/ 
shipping 
companies 
and trowel 
agunt s in 
InJia. 

(11) Statements 
re cc: i ved 
from moncy­
changG rs 

( 12) Stattmc nt s 
r8g2rding 
collections 
and .dis­
bursements 
in f:)r8ign 
l.xch?1ngc by 
Io(lian 
shipping 
com~"";"'\nie s 
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Pre s0nt 
period of 
prcserva­
ti:::>n 

~., Y82rs 

3 years 

3 yt:.ars 

3 years 

SuggEsted period 
of ~reservation 

1 year 
(from the date 
of compliance 
with the special 
conoiti')ns, 
whe re s:::> pre s­
cribed, and from 
the date of 
ap~)rov rll/rcj e c­
t ion in other 
ca sc s) 

1 YC2r 

1 YGar 
(frofl.1 the date 
of ClpDrov rll of 
ro mit tan c e sin 
the cC'lse of 
foreign carrie:rs 
and from the 
d~t(: of scrutiny 
in the case of 
In'~~iC'ln cFlrriers/ 
tr;wel agents). 

1 year 
(from the de.to 
of scrutiny) 

-00-



De script LJrl 

(13) St:jtc .. ment s 
recc ived 
from Indian 
Insurance 
org rlni s?t ions 
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Prescnt 
period of 
pre serva­
ti::>n 

3 ye: ?rs 

Suggested period 
of pre: servntion 

6 months 
(from the date 
of scrutiny) 

In c?se any form or document is needed in c::>nnection 

with any court crise or special investig~tion and 

n8ticc is rtceived within the prescribed period, the 

relov?nt forms, etc. may be scgregatc.:c\ ",nd filed 

sG~~rately until at leC'tst a ye?r has elrlpsed from 

the date of completiDn of the rcl?tivQ case or 

inve stigation. 

10.6 Despite these measures, quiteC'Cl sizable 

volume of records is required to be preserved 

Microfilming 
of records 

permnnently in ordor 

to keep a track of 

the ch2ngee in broad policies and nrocedures and 

<11so of thG signific?nt prirticulars relating to 

foraign-controlled com:,)2nic s/firms, lcrgc Inr:ian 

business houses, Indian enter~rises abroad and even 

of inrlivi~u~ls in ~reas like remittances of c??ital/ 

current income, h)l'~ing of foreign currency assets,etc. 
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In the context of the present-rlay volume 

it is becoming increasingly diffiault to 

maintain such recorrls systematically on a 

long-term basis through the mechanism of 

files and registers. Apart from the risks of 

loss or misplacement, the constraint of space 

has come up very much 'on the way. It is 

considered that microfilming of these important 

records may be started on a selective basis. 

Perhaps, a centralised arrangement in reSDect 

of the valuable recorcs of all the Departments 

in Bombay will be economical and administratively 

more convenient. Though this will involve 

some additional capital and recurring expenditure, 

it may be eventually beneficial if the costs 

regarding space, periodical servicing and other 

incidentals are taken into account. It is 

understood that some leading commercial organisa­

tions and a few state Governments (e.g. Gujarat 

Government) have introduced this system. The 

feasibility of this Scheme may, therefore, be 

examined separately by the Organis2tion and 

Methods Division. 
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10.7 In QrdQr to look after the whole gamut of record-

keeping, a permanent Section (with one Stnff Officer 

Creation of a 
permanent 
Record s Se ct ion 

(-two' Cferks 

and alpeon) m~y be 

crt:Clted in the 

Department (administratively this unit may be linked 

with the Administration Division). The concerned staff 

will move from Section to Section to verify whether 

the files and registers have been incexed, page-

numbered_and arranged properly nnd whether the 

records have all been listed in the appropriate file 

register. The Section will simultaneously segregate 

the records for the purpose of destruction and remove 

them altogether to a separate cage for finnl disposal 

in sizable lots. Similarly, the overall charge for 

maintenance of records in the vari~us record-rooms 

should be assigned to this Section. It will also be 

the responsibility of this Sectio~n to see that files, 

registers or fOrms are not piled on the flJors or 

above the cupboards qnd that the Department looks 

neat and tidy in this regard. 
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10.8 We re comme nd thr>.t -

(1) The prescribed period of 
preserv2tion of listed 
records may be re-scheduled; 

(2) The fuasihility of 
microfilming the selected 
rec0rds m2y be examined 
by tho Organisation and 
Meth8ds Division; and 

(3) A permanent Records Section 
may be creatlrl to look after 
the maintenance and 
deetruction of records. 
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CHf"P1ER XI 

TRAINING F !\CILIT res 

11.1 Consequent on the introduction of new 

st2tutory nrovisions for regulating the activities 

of foreign-controlled 
Introduct io n 

compan ie s, impleme nta-

tion of vari~us measures for promotion of export 

of Indian merchandise and technical know-how, 

adoption of fresh strategies (including facilities 

for opening foreign currency accounts in India) for 

better inflow of funds from non-resident Indians, 

new ~rientatians in the international financial 

systems, frequent fluctuations in the exchange 

r 3tes, recognition of a greater need for prevention 

of leakage of foreign exchange and other recent 

developments, the Exchange Control work has become 

more complex and sophisticated. In order to 

egui~ the personnel of the EXChange Control 

Department to meet these challenges and 

responsibilities in an intelligent and efficient 

manner, new trcining programmes have become 

imperat ive. 
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11.2 Until 0 fow years b2ck, the cl2rical and 

supervising staff of the Departmc:nt in Bombay had a 

s(}-",orate seniority and could necessarily develop 

an expertise in the work of the Control due to their 

continuous association. Even the comnlexities were 

much less than at rresent. With the introduction 

of inter-de"[)artmental mobility at the junior levels, 

this benefit of in-built specialisation has gone. 

Since the nrinciple of combined seniority has noW 

C'imC to stay as a 'Jart of the wider personnel 

nolicy, new measures are ?articularly needed to 

maintain at least a minimum level of efficiency. 

11.3 The integrated training programmes presently 

conducted for the clerical staff at the Zonal Training 

Centres and for the 
Soecial Induction 
Programme sunervisory staff 

at the Staff Training 

College cover very hroadly the 90licies and procedures 

of the Exchange Control work. It has been found on 

ex~erience that these training programmes, though 

otherwise useful, are not adequate for equipping the 

new and inexnerienced staff to undertake the actual 

desk work in the Exchanqe Control Department. At 
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the same time, it will not be d€sirable to 

inject toomnny technical details of any 

particular department in such br.Jad ... based 

programmes. These training prog~amme will 

then be lop-sided and may accordingly fail 

to create sufficient interest among the various 

participants. It is, therefore, necessary to 

introduce an intensive induction programme 

for the new entrants(on transfer or on recruit-

ment) within the periphery of the Depart~ nt 

itself. Since this specir3.l programme will 

have exclusively an Exchange Control bias, 

this will .be conducted mainly by the Officers 

of the Department. Its coverage·· may broadly 

be as under: 

(1) Evolution of Exchange Control in 
Ind ia; 

(2) Provisions of the Foreign Exchange 
Regulation Act, 1973; 

(3) Organisational set-up of the 
Department; 

(4) Elucidation of the provisions of 
the Exchange Control Manual and the Book 
of Instructions, with )articular 
reference to -
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(a) Monet~;ry areas and prescribed me'th')ds 
of payment; 

(b) Authorised dealer r and money-changers -
their broad functions and Tesponsibili~ies; 

(c) Provisions relating to impo--ts and 
export s; 

(d) Definition of gold and foreign currGncy­
their import and export; 

(e) Travel facilitie s -

(i) without exchctnge - 'P' Form/FTS 
appl icatio ns; 

(ii) with exchange - business travel, 
studies/training, study tour/ 
conference/seminnr, medical treat­
ment, pilgrimage, etc. 

(f) Foreign nationals - engagement, remittance 
of current income and retirement; 

(g) Non-resident accounts - bank and personal; 

(h) Foreign investments in India - remittances 
of royalty/technical know-how fee~ and 
dividends~rofits and repatiiation of 
capital; 

(i) Indian enterprises abroad - Joint Ventures/ 
Consultancy/Engineering Services 
contract s; 

(j) Forward exchange facilities; 

(k) LOnns and overdrafts; 

(1) R returns and other major returns and 
statements. 

(5) Functional relationship between Exchange Control 
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and Trade Control/Customs/Foreign 
Exch~hqc Enforcement Dir~ctorate/ 
Ministry of FinC1ncE:(Dep2.rtm::nt of 
Ec~nomic Aff~irs); 

(6) Explanati1ns regarding Balance of 
Trade, Balance of puymcnts and 
For~ign Exchange Reserves; and 

(7) Important functions of the 
intlrnational institutions like 
International Monetary Fund, Inter­
national Bank for Reconstruction and 
Development, International Development 
Ae.ociation, Asian Development Bank 
and Asian Clearing Union. 

ThE number of participants for each such course 

should not exceGd 15, comprising of 12 Cllrks 

and 3 Staff Officers. Such smaller groups 

will ensure be~ter involvement of the trainees 

and will not also cause any undue strain on the 

staff-~osition of the Depa.rtment. This 

programme may initially be organised only for 

the Bombay-based staff and its scope extended 

gradually to cov~r the staff of the other 

Regi~nal Offices also. To m~k2 it effective, 

the course may h2ve a duration of three weeks 

only. 

11.4 The work of the Exchange Control Depart-

ment is of a specialised nature and is ba.sed on 

.... t 

J. ", _. 
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f2st-changing r~les nnd regulntions. Oftentimes, 

new Officers find 
Provision for 
Understudy difficulties to 

adapt themselves 

in this Department and become somewhat diffident. 

It will be useful if tho OfficGrs, who do not have 

2dequate experience in the work of the control or 

hJve been away from the Depnrtment for about three 

y'-'2rs, are givc::n nn understudy tim(;, v?rying from 

7 to 14 ~nYS, before they actually commence their 

work. This system would halp the new incumbents 

to f amil i2ri se themsel va s wit h the patte rn of work 

to be hClndlcd by thc;m imme r li2tely. Fncilitfu s for 

understudy are now being ~rovidEd to the Officcr-

staff in some othGr dep2rtments. It is suggested 

that this procedure may be introduced in the 

Exch2nge Control Department also. 

11.5 The Foreign Exchnnge Course presently 

conC~Licte d in the Bankers' Training ColI cg e :->c: rmi t s 

very limited participation(only one 'B' Grade· 
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Officer at a time)of the Exchange Control 

Special Foreign 
Exchange Course. 

Depnrtment. This 

course is al so 

designed mainly 

to cater to the needs of Officers of the 

commercial bc,nks. A special Foreign EXj:hange 

Course of 4 to 6 weeks' durction may be organised 

t u cove r e xclu sivcl y thci Off ice rs in Grade s ' A' 

anj 'B' attached to the Department. The proposed 

course m2y give more em?hasis on the problems 

which arc required to be handled from the angle 

of Exchange Control, though the operFltions of 

auth~rised dealers (-and money-changers) in reg?rd 

to (l')cumGntcuy cr(.dits and exchElnqe claalings will 

also h~ve to be cov8red. It will, no doubt, be 

necessary to make analytical studies of the 

provisi)ns of the For0ign Exchange Regulation 

j;'ct, 1973,cnd the Ru10s framed thereunder, 

Exchange Control Mnnual/Book of Instructions 

and Trade Control/Cust~ms Regul~tions. A few 

case studies covering some cases actually dealt 
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with by thE Dc?artment sh')uld also form part 

of this programme, 

11.6 This course will necessRrily have to be 

designed anrl organised in consultati0n with the 

Training Divisi)n of the Department of Adminis­

tration ?nr:~ Personnel. Since the se rv ice s of 

Offic(;rs of the; Central Exchange Control Depart­

ment/othLr Centr~l Office DLpartments and of the 

leac!in~ c:)ml11c.rcial banks ;->,re Clv(1ilable more 

conveniently at Bombay, it may be explored whether 

this progr?mmc may be conducted periodic211y at 

the Bankers' Training College. 

11. 7 The Exch~n~e Control Deprtrtment un:jertake s 

pe rio'~ ie al inspe ct ion of authorised de 21 ers, 

Practical Trainina 
'inrJe:)endently or 

jointly with the 

Dep2rtment of Banking Operations & Developm8nt. 

Under the new Foreign Exchange Regulation Act, 

powers have also been taken to conduct inspection 

of"" irl inc/shipping companies and travel agents. 

In view of the various intric2cie. of the relative 
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operations, it will be helpful if Officers 

of the Department are given f?cilities, on a 

selective basis, to have som~ practical training 

in the relative fields as indiCC1ter] below: 

(1) Officers in Grades 'C' and 'D' should 
be deputed to any major commorcial bank 
for a period of two weeks to study the 
working of their Foreign Exchange 
Department, particularly exchange 
dealings (including rover operGtions), 
handling of GR~etc. export forms, 
tre~tment of export/import bills and 
compilation of returns rel~ting to 
Exchange Control. 

(2) Officers in Grades 'A' and 'B', connected 
with inspection of banks, airline/ 
shipping companies and travel agents, 
mny undergo practical trainih'g in some 
mediumsized commercial banks(where 
the range of foreign exchange operations 
can be appreciateri more quickly than 
in bigler banks), Air In~ia, Shipping 
Corporation of India/Moghul Line in 
order to familiarise themselves with 
the specific aspects which arc relevant 
from the angle of inspection. It will 
be adequate if the concerned officers 
are allowed to spend two weeks in each 
organisation for the ~urp8se of this 
training. 

11.8 The formulation of basic f-_,licies and 

procedures in regard to the administration of 

Exchange CODtrol depends, to a considerable 

extent, on the 
Study To\.·~ 

first hand know-

lerJge of the trends in the leading international 
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m?rket 5 (G. g., London, New York, F rnnkfurt, Zurich, 

Tokyo) and also thE various techniques applied in 

the developed countries to meEt the changing 

~ituations. A $ystem of regular link with some 

wEll-reputed institutions in the developed 

countries will be immensely helpful for such 

objective assessments. It is f.lt that Senior 

Officers of the Exchange Control Department may 

be given facilitie s to undertake study tour for 

six to eight weeks for this purpose. The Officers 

to be so deputed may generally familiarise themselves 

with the methodology of work in the selected 

instituti6ns and particularly, record special reports 

on s~ecific areas as may be assigned to them by 

the Department. 

11.9 Besides the v~rious orgnnised training 

programmes, the staff of the Denartment should be 

rotated periodically from one SectiOO, to another. 

Thi s. rot at .:i.'Jn will 
Rotation of Staff 

help them getting 

an overall view of the working of the De~artment 

and will thus make the work more meaningfu'l to them. 
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Th~ugh n~ rigid time-schedule c~n be drAwn for 

this purpos~, it is suggested that the following 

~Hogr?mmc may be: genljr?lly 'Jbserved: 

D . +. eSlgn,:; ... lon 

0e\1uty/Assist 2nt Controlle rs 

Exchange Control Offic€rs 

Sti1ff OfficE.;rs 

Clcric(}l Staff 

EoriJdicity 

2 years 

1 year 

6 months 
(on Gach desk) 

11.10 In order to facilitiatc the work; each 

Section sh'Julrl be provided with a copy each of the 

Exchange Control 
Cod if icC't ion of 
Instruct ion s Manual and Book 

of Instructions. 

Many Staff Officers an. not, howcvLr, ?rGsently 

h2ving copies of the Manual since the: st~ck of 

this publication hAS been exhausted. It is 

essential that all opcr2ting Sections shoulrl have 

copies of these two basic public~tions for their 

guLlance. There is 2, general complaint that 

c'Jpies of circular instructions issued from time 

t~) tim€.: aro not also suppliud to the dC2.1ing staff 

in time. Non-2v~il~bility of the circular 
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instructions also C2USGS c~nstraints for efficient 

working. It has to be ensured that each Section 

maintains subject-wiso circular files for ready 

reference ~nd carries out the requisite amendments 

t~ the Manual and the Book in order to ke8p them 

absolutely. up-to-date. 

11.11. As the instructions embodied in the Book of 

Instructions anrl Central Office circulars do not 

Prc2ar~tion of 
Job Cards 

precisely indicate 

the det2ils to be 

performed by each 

dealing C .... erk/Staff Officer, job specificntion c?rds 

for each item of work may be prepared for their 

. guidance. It is unrlerstood that a few~ajor banks 

(e.g. Bank of In~ia) have alre2~y introduced this 

system and found considerable benefit. The cards 

will inrliccitu the successive stages of processing 

of applic?tions and also the rcgister/s where the 

requisitl:.: particulars arc to be incorporated. These 

~et~ils will keep the rlealing staff always on the 

right track and will thus reduce the chances of 

omissions or commissions. Specimens of two job c?rds 
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ure givEn at the cnd of the chapter. It is 

r(;cornmendc~j th?t such c;->rds may be progressively 

prepared in the DeD2rtment in res~ect of the 

more CJrnmon items of work in ::>rder to have 

pr::>mpt, accurate and methorlical disposal of 

applic=>,tions. 

11.12 The Departrnc nt is Tlresently hewing a 

skeleton libr~ry where only rt few books on 

Economic Principles, Foreign ExchAnge oper~tions 

Well-stocked 
Libr,":\ry 

Clnd other allied 

subjects have been 

kept. It is 

necEssary to builr1 up this library properly with 

newer ;)ublic;l.tions so th2t the interested 

st~ff members m~y conveniently read, or consult, 

these bo::>ks anrl publications in order to 

improve ~heir fund~mental knowledge. In adrlition, 

adequate copies of IG~ding economic journals 

anc~ pcrio r.!ic2Is(including rlailies), both Indian 

and foreign, should bo kept in the library 

f or the benef it of the gc neral st aff • In order 

to select proper books and ~eriodicals and to 
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manc)(]o the libr,ry, 2. small Committee may bE: set 

up in the Department. 

11.13. We, therefor(, recommend that -

(1) A short-term special irv:\uction 
programme may be ~r9~nised in 
the Exchange Contr0l Department 
for the new Staff Officers and 
clericC1l staff; 

(2) Special Foreign Exchange Course 
may be 0rganised in the Bankers' 
Training College exclusively 
for Grades 'A' 2nd tB' Officers 
of the Exchange Control Department; 

(3) Arrang~ments f~r practic~l tr~ining 
in commercial banks, Air-India and 
the Shipping Corporation of India 
may be made; 

(4) Facilities for study-tour may be 
provided to the Senior Officers 
of the DLpartment; and 

(5) Job specification cards may be 
pre~ar~d for major items of work 
for the guidance of clErical 
staff and Staff Officers. 



JOB CARD· 
ANNEXURE XI/l 

DIVIDEND REMITTANCES -
Activity Renittance of dividend 

Books re quire d Remittance Form Inward Register 

Register for recording details 
of remittances approved on 
account of dividends, profits, 
etc. 

Permit outward register. 

Forms required Standard form (used for analysis 
of dividend 
remittances) 

Pe:rmit form 

-------------------------------------------------~---- --------
Sr. No. Job IX?tails 

1. On receipt of applications 
for remittance of dividends 
abroad 

( i) Enter it in the Form 
inward Register. . 

(ii) Ensure that the 
application has been 
received through an 
authorised d~aler, 
duly supported by 
remittance form A/A-7 
(in dupl icate ) • 

Sj)ecial Instructions 



(v) A certificate from 
the company's 
auditors stating 
that sufficient 
funds have beon set 
aside to moet all 
Indian Tax liabi­
lities on the 
profits of the 
company. 

(vi) I. certificate from 
the company's 
auditors under 
Sections 28, 29 
and 31 of the FERA, 
1973 in the 
prescribed form. 

(vii) A certificate fr'Jm 
the company's 
auditors stating 
that the dividends 
have b00n declured 
in accordance with 
the provisivns of 
the. Companie s 
(Temporary Restri­
ctions on Dividends) 
Act, 1974, as 
amended. 

(viii)If there is any 
transfer of funds 
from Development 
Reserves to Profit 
& Loss Account, an 
Auditors' certificate 
etc. may be called 
for to the effect 
that the transfer 
has been made 
after the prescribed 
statutory period 
of retention. 

This certificate is 
nvt re qu ire d in 
case of companios 
whose non-resident 
share-holding is 40 
per cent or less. 



Enter the necess ary 
particulars in the Stand­
ard Form(used for analysis 
of such ap~lication). 

(i) Check-up whether the 
company's borrowings 
are within the debt­
equity ratio of 2:1. 
If it is in excess of 
2:1, it may be ensured 
that they have obtained 
Reserve Bank's approval 
for excess borrowings. 

(ii) Provision for payment 
of taxes has ~een made 
in the accounts. 

(iii) That the dividends 
have been declared out 
of the current year's 
net profits. If any 
portion of the 
profits accrued earlier 
than two years is 
utilised for remittance 
of dividends for the 
curre nt ye ar, the 
company should be advised 
to indicate the amount 
so utilised. In case 
of dividends declared 
out of profits made 
earlier than two years, 
th8 applications should 
be re fe rred to Gove rn­
ment through Ocntral 
Office. 

This will not apply 
to companies whose 
nor·resident sharc­
holdings are 40 per 
cent or less. 

(a) If the company has 
incurred any losses 
during previous years, 
it should be ensured 
that these losses 
have been Wiped off 
before any dividend 
remi tt ancc. 

(b) Re fe rence to Govt. 
may otherwise be 
necessary in cases 
where Govt. have 
specifically advised 
the Bank not t:) 
31L)w rUTlJ .. ttancQ 
Jf d ividend without 
their prior approval. 

~ ,; 
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(iv) In case of 100 per 

(i) 

ce nt fore ign-
controlled companies, 
where the dividend has 
been declared by dr-fiing 
on reserves, ensure that 
the following require­
ments have been fulfilled: 

(a) The reserves have been 
drawn upon only for 
the purpose of main­
taining the quantum 
of dividend for the 
year in question 
at the ave rage 
of quantum declared 
during the prec0ding 
five years or at . OJ • 

10 per cent of the 
paid-up capital, 
wh ichev,; r is more; 

(b) The drawal on reserves 
does n0t exceed 10 per 
cent of the total of 
paid-up c2pital and 
free reserves; and 

(c) The bal~nce of free 
re so rve s 10 ft a fte r 
the drawal docs not 
fall below 15 per cent 
of the total of paid­
up capital and frae 
reserves. 

If any of the informati-:m/ 
documents cited above is 
not furnished with the 
application, it may be cal.led 
for by issuing an objecti~n 
memo. 
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(ii) On receipt ~f the 
reply nnd afte:r satisfying 
that the ap?lic2ti~n; 
contains all the informa­
tion/documents ref·-'rred 
to above it may be put u? 
to appropriate authority 
for approval. 

(iii) On receipt of orders an 
intent may be placed for 
permit forms on security 
papers. 

(iv) 

(v) 

(vi) 

Prepare a draft of the 
permit and send it to 
typing along with permit 
form. 

Enter the details of 
the permit in the appropriate 
permit register and send 
the permit for signature. 

The permit duly signed 
should be despatched. 

Details of dividend 
remittances approved 
may be entered in the 
dividend register. 
(Register No.(ii) 
indicated at the top) 
for preparation of 
statement. 

Details of remittan­
ces approved in 
respect of indivi­
dual non-resident 
share-holding of 
25 per cent or 
Dare of tho con­
c~rn(;cJ. c ..J::qany 
which is not a 
foreign controlled 
one: (i. e. not 
having total non-
re s ident share 
holding in excoss 
of 40 pc r co nt ) , 
may not be: included 
in t:1e statement 
to bG sont to 
Local Co-ordination 
Sect ion. 



(ii) If the remi tt ance 
approved is &. 1 lokh 
or over the entire 
case papers alongwith 
the permit register 
should be sent to the 
Deputy Contruller for 
post factJ check. 

7. File the papers in the 
relutive compuny's file. 

8. A monthly statement of 
dividend remittances upproved 
should be prepared and fODvarded 
to Local Co-ordination Section. 



JOB CARD 
ANNEXURE XIG 

ROYALTY REMITTANCE 

Activity : Remittances of royalty 
under collaboration 
agreements. 

Registers required Collaboration Register 
(Royalty Payment Register) 

(i) details of collaboration 
agreements approved 

(ii)roayltyetc. approved 
periodically. 

Daily statistics register 
regarding royalty etc. 
approved, for compiling 
statements. 

Register for noting 
expired agreements. 

Register for inwarding 
applicotions received 
through the bank. 

Register for outwarding 
permits. 

Pegister for sending 
permits for delivery/ 
de spatch. 

--------- ------------------------ -_ .......... ~ . .... -- ... ----"- -- -----------
Sr.t{o~. J.Q.Q.. Details 

1. Advices to be receiv­
ed from Ministry of 
Finance (Department: 
of Economic Affairs) 
containing 

Special instructi~ 

(a) V8rify the seal 
OQ the forwarding 
letter received 
from the Ministry 
of Finance 



(ii) Further Govern­
ment letters,if 
any, amending 
the te rms. 

(iii)Copy of final 
agreement taken 
on record. 

(iv) Government letter 
.. accepting the 
agrocme nt on 
record. 

(v) Check if Govern­
ment sanction 
covers only 
remittance of 
technical know-. 
how fees. .. 

(b) At times, Indian party 
approach Reserve Bank 
of India for approval 
before receipt of Govt. 
advice through Ministry 

-of Pin:l'":..ce(Departm:.nt . 
of Economic Affairs)­
Then 

(i) Check with Central 
Office. 

If they too have not 
received after a resona­
ble time, take ~p matter 
with Ministry of 
Finance(Department of 
Economic Affairs)after 
verifying that the 
agreeme nt has bee n 
taken on record by 
Administrative Ministry. 

(d) No remittances(cven 
first instalment of 
lumpsum fee for 
receiving technical 
know-how is to be 
allowed without sen ction 
from Ministry of Finance­
(Department of Economic 
Affairs). Approval 
cannot be &ccGr~cd o~ 
letters from other 
Ministry • 

(e) If Ministry of Finance 
have givon spGcific 
directions to approve 
single remittance only, 
._ further remittances, 
if applied for, referen­
ces tc be made t6 
Ministry of Finance 
before taking any action. 



Convey approval 
im~ediately to Indian 
party and advise 
procedu~e regarding -

( i) 

(ii) 

allotment of 
shares to over­
sees collabora­
tors 

remittance of 
technical fees, 
royalty etc. and 
list of documents 
to be submitted 
etc. 

3. Enter details of colla­
boration in Register 
(Royalty Payment Register) 

4. Send statement of approval 
of rcyalty etc. statement 
to Central Office and 
Economic Departmert (DIF) 

5. Documents required for 
considering applications 
for remittances of 
royalty,ctc. Applic,~tion 
through an authorised 
dealer supported by -

( i) Statement showing how 
the r,)Y2lty payable 
has been computed 

(ii) Auditor's certificate 
regarding -

(a) verification of 
the royalty 
payable 



(b) licenced/registered/ 
approved capacity 
and the actual 
p:codu ct ion; 

(c) dcducticn of lcnded 
cost Df imported 
components; 

(d) deduction of excise 
duty frJm ex-factory 
soIling price; 

(e) if the rOY2,l ty is 
paYable on ~xport 
sales, only F.O.B. 
vCllue is to be 
taken into account; 

Bank certi fic <'lte 
for export proceeds 
need not be insisted; 

(f) rate of deduction 
of tax and surCharges; 

(g) Income-tax auth0rities' 
tax clearance ccrti­
ficdtos conveying no 
objection to tho 
remittance of amount; 

6. y"'c_rj-_fy th2t -

(i) re lative collaboration 
agreement has been 
taken on record : 

Need not be insisted, 
as a routine, in 
respect of collabora­
tion decided prior 
to 22nd April 1971, 
but check that -

agreement has 
actually been 
signed. 



Raw ~at0ri21s im~ortcd 
and indigonously 
)H~u~,ht components 
nc:e:d nft be d02Quct02d 
{rom ex- f ()c te) ry 
5210 v~luu of the 
products. 

Minimum Royulty -
Veri fy if Gove rnme nt 
has s)ocific()lly agreed 
t.) it. . 

V21idity of agr8omont -

( i) Inde finite agrc~c­
ments which have 
co~plet~d 10 years 
aro to bo give n 
imi,icdL:cte notice 
of te ITninati on 

(ii) V~lidity period 
si1::lUld conf:)rm 
to the tG rms 
stipu12.tcd in 
GOV2rnment lLtter 
bf approval. 

Minimum Royalty even 
where: there is no 
production cannot 
be clnimed. 

(a) By now there should 
not be any indefinite 
agreement as the 
matter has been 
rev ieved time and 
3g2.in. 

(b) Immediate notice of 
termination is 
require:d to avoid 
further foreign 
exchange liability. 

(a) Tendcncy is to 
extend thu validity 
period for claiming 
royalty for 
additional years an 
the ground s that 
it should be 
reckoned from -

date of remittance 
of first instal­
mcnt of technical 
f at) ; 



· (G) nJrmally, it sh)uld be 
rockonod frJffi d?t2 ~f 
ogre em0 nt acce /ce:d bi 
G,wo rnn:: nt. 

(b) If G:JVe:rnment has 
sti~ulatod that it sh~uld 
be reckoned fram date 
,)f comm..::rcial ;)roductiJn, 
call for au~itors' 
ce rti ficatu in support 
Jf d2te of c8mmcrcial 
~1 ro d u c t i 011. 

(c) Royalty beyond the 
initial validity ~~n·~~ ... ' 
~eriod ap~roved by 
G~)Ve rnment is n·'Jt 
to be allJwed ---

10. Inc0me-tax cle:arance/ 
'No Objection' certificate 
to be insisted for oach 
21:);)1 ic ati on. 

11. EX;Jiry date )f trc 
collabJration agre:e~8nt 

12. In C<lSC 2.ny dJcument/ 
infJrm~'ti:)n roquircd, 
send an Jbjcction rncmJ 
t~) the b<lnk. On 
r2suDrl1issL.m of the 
a~plication together 
with tho docume:nts _ 

If d~curnents arc in 
order, submit tho case 
to tho ufficcr for 
Jrd0rs. 

from date of Government 
le:ttcr acknowledging 
acceptance of final 
acccpt~nce of fi~81 
copy of agreement. 

Any provlsl0n of 
automatic extension 
in the agreement 
m<lY be ignored. 

Can be determined at 
time of first royalty 
remittance 

Party to be advised 
within six months 
Jf the.: expiry date. 



( ii ) items manufactured 
have been authorised 
by Govt. and the 
royalty is claimed 
only upto the 
maximum limit of 
licensed/registered/ 
approved capacity and 
upto 25 per cent 
in excess thereof. 

(iii) Landed cost of 
imported components 
has beon deducted 
from royalty 
computed. 

( a) 

(b) 

It is not materially 
d iffe rent from the 
terms and conditions 
menticned in 
Gavarn~ontls letter 
of approval. 

f relative 
Government advice 
has not been 
received, advise 
the party that 
remittance will he 
allowed only after 
agreement is taken 
on record by 
Gove rnme nt. 

The actual produc­
tion should be 
certified by 
audit&rs. 

Production in 
excess of the 
limit fixed is 
unauthorised and 
no royalty is 
to be allowed 
covering the 
extra product ian. 

(a) Landed cost 
include elF plus 
customs Wl.y' etc. 

(b) J.3nded cost or 
10rcign eXChange 
cost of imported 
components not to 
be deducted in 
,cases approved 
earlier than 1st 
January 1969 if -



eiv) Excise duty is 
deducted from ex­
factory selling price 

there is no 
stipulation 
for deduction on 
these account 
ci tho r in Govt. 
letter of approval 
or in the final 
agreement and 

agreement has 
completed a major 
part of the 
agreement. 

Similarly, if under 
a~reements or othcr­
W1S~ approved prior 
to 1st January 1969, 
FOB cost and not 
landed cost is to be 
deduct0d, the cases 
need not be re-opened 
if the agreement has 
completed its full 
to rms or maj or part 
of its initial 
validity period. 

In case~of extension 
of agreement, royalty 
payments during the 
extended period 
should be made only 
aftcr deducting 
the landcd cust of 
imported components. 

To be applied in 
Cases where royalty 
becomes first due 
after 14th Fcbruary 
1974. 



(ii) After orders have been 
passed, place 
permit form 

(iii) Prepare a dummy permit 
for typing. 

(iv)Chcck the typed permit 
and entc r the particulars 
in the permit out'lvard 
Registc; r. 

(v) Submit the permit "'lith case 
papers to the Officer for 
signature aftGr making entry 
in the daily statistics 
Register and in expired 
collaboration agreements 
Register, if it is the 
last resource • . 

(vi) Segregate the pa~:)(~rs, 
attach the Exchange Control 
form with the permit and 
send the p~rmit to 
Despatch Section after 
entering in the Depatch 
Register. 

(vii) In the case remittances 
beyond rlS.l lakh, submit 
the papers to the Deputy 
Controller for pest-facto 
scrutiny. 

(viii)File the papers in the 
file maintained for the 
applicant. 
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CHAP1ER XII 

REORGJ\NISAT ION OF THE DE1?ARTMENT 

12.1 The efficiency of any organisation is 

co nd it ione d, to a gre at exte nt, 0 n the pat tern of 

its set-uD, functional 
Introduct ion 

arr.:1ngements, delegation, 

accountability, control and also on the lay-out. 

There cannot, however, be uniform standards for 

all organisations. These will vary from one 

institution to another and from one time to another, 

within the same institution, according to the 

ch ang ing nee ds • 

12.2 Each organisation has to be structured and 

restructured in the liqht of its experiences and 

Gu ide 1 ine s for 
Reorganisat ion 

objectives. The 

reflections of the 

qrowinq responsib~lities 

of the Exchange Control Department on its Central 

Office and the Bombay Regional Office have been 

broadly discussed. SomE!'. pror)osals have been mooted 

to sim01ify or rationalise the existing procedures 

and also to evolve a few new systems. Keeping in 
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view the existing deficiencies and the new tasks, 

the study Team has examined the question of 

reorganisation of the Bombay establishment. While 

suggesting changes, the followinq major points have 

been taken into account 

(1) Line of Control; 

(2) Decentralisation of work; 

(3) ~ealiqnment of Sections on 
the basis of functional affinity; 

(4) Objective com~osition of various 
Sections - officer-oriented in 
certain areas; 

(5) Equitable distribution of work 
at the controlling levels -
combination of 'Trade' and 
'Personal' cases; 

(6) Strenqtheninq of the su~ervisory 
lines; and 

(7) Better customer service. 

12.3 In order to remove the existingdifficulti~s 

for supervision, accountability and control, the 

delinking of 
Delinkinr of 
Bombay 0 fice 
from Central 
Office Regional Off ice 

from Central Office 

has become imperative. The Bombay Office should have 

complete autonomy as in the case of other branches 
and function under a unitary control within the powers delegated 
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by Central Office. Like any other branch, this 

unit should make all references to Central Office 

by formal letters and corward only the relevant 

supporting papers (instead of volumes of files) 

alQng with such letters. It will. also be necessary 

to indicate precisely i0 such letters the ~oints 

on which instructions of Central Office are sought. 

The Bombay Office should not make any direct 

references to Government exce~tinq in cases where 

sucr. authority has been given by Central Office. 

The ?rooosed se0aration will heln better co-ordination 

within the various Sections of the Bombay Regional 

Office and Central Office will also be free to 

undertake its tasks of policy formulation, review 

of orocedures and planning in the way it should. 

The suggested pattern of decentralisation has long 

been ad09ted by specialised Departments like 

l~gricultural Credit and 3ankin~j C':""cr::t :_':'1: ~ L2'/~10p­

ment. The Ex·change Control Departrre nt will 

merely fall in line. 

12.4 ~part from the separation of the Bombay 

Regional Office from, Central Office, steps may 

be taken to decentralise the work of the Foreign 
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Accounts Section. This sectbn, which now forms 

an inte~ral part of Central Office, attends to the 

work in res~ect of the 
Decentral isat ion 
of the work 
re fat ing to 
Foreign Currency 
Assets 

foreiqn currency 

accounts/s~curities 

and immovab Ie 

properties held abroad by resident Indian nationals. 

In addition, the Section supervises the foreign 

currency accounts maintained by Indian companies 

with the equity capital subscribed by their 

fore ign co llaborators and also the fore ign currency 

shares issued to Indian com0anies/firms for their 

~articiryation in joint ventures abroad. The work 

relating to the for2iqn currency accounts maintained 

by the Indian shiiping comnanies and insurance organisa­

tions is, -however, directly nerformed by the 

Regional Offices for reasons of administrative 

convenience. 

12.5 Earlier, the entire work connected wi-th 

foreign currency accounts and shar.::s was c:~centralised. 

In late s ixt ies, '1ar ious que st inns werr:: ra ise d in 

Parliament and Press in reSDGct of the fo~eign currency 

assets of the ex-Rulers. As the records of the Regional 
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Offices were in a bad shape~ the requisite information 

could not often be relayed to Goverrunent speedily 

and 2.ccurately. To meet the situation, the work had 

to be centralised in 1968. The procedure relating 

to the indiv idual accounts, which form the bulk of 

the V'Jork, has !Jeen much simplified during the last 

seven years. The special status of the accounts 

held by the ex-Rulers has gone. The protection 

in respect of the pre-zero balances has been with­

drawn. The instructions have been generally 

standardised. The main thrust of the Section to-day 

is to secure the annual returns from the concerned 

account-holders by issue of reminders, if necessary, 

and furnish a comprehensive annual statement to 

Government. There is no special reason why these 

routine items of work should continue to be done 

at central Office level for an indefinite period. 

On the other hand, the Regional Offices will have 

particular convenience if they are able to supervise 

directly the work relating to foreign currency 

accounts and shares held by companies/firms on 

account of foreign COllaboration or participation 

in overseas enterprises. The centralisation of work 

relating to foreign currency accounts has created a 
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a nOVJ problem. Indian nationals resident abroad, 

desiring -Co return to Indi;) for securing suitable 

employment or for exploring the possibilities of 

setting up small-scale industries, are now allowed 

to retain their foreign currency accounts for a 

period of three years from the date of their arrival 

in India. Slch returning residents ar..: also given 

an option to surrender their foreign currency 

b <1lances i~med iate 1 y on t;1cir return and re -trans fer 

the amounts so surrendered in the event of their 

going back to a foreign country wit;lin a period of 

three years (or witilin such ext2nded period as may be 

approvec by the RDserve Bank). These relaxations 

have a popular appeal. Vc:1rious queries arc often 

received fr~m the returning residents in this 

regard. Sometimes, outstation parties also travel 

to Bombay to have various clarifications dir0ctly 

from the operating steff. In fact, the memm rs 

of the Study Te am obsc:rved that two persons recently 

carne to Sombal' from Trivdndrum and Calcutta just 

to make such on-tho-spot enquiries. 

12.6 In order t~ relieve Central Office of the 

day-to-day burden on account of this item and to 
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make the connected services more directly available 

to the public at large, the work of the Foreign 

Accounts Section may be d0centralised. If this 

proposal is approved, the current instructions 

in regard to the various categories of foreign 

curre ncy assets held by indivic.uals/firms/companies 

will have to be codified and circulated to the 

Regional OfficGS for their guidance. After 

decentralisation, the Regional 'Offices will be 

mainly required to watch the receipts of the 

a~nual returns, attend lo the enquiries from the 

account-holders and the general public and prepare 

a consolidated annual ~tatement. Generally, no 

special technicalities or com?lications will be 

involved in this regard. 

12.7 Out of 5,435 cases presently handled by the 

Foreign Accounts Section, 2,477 relate to the Bombay 

area. Of the rest, nearly 1,000 Cases belong to 

Ahmedabad area and 700 to Calcutta area. The number 

of cases falling within the jurisdiction of 

Kanpur, f'1adras and NeW Delhi Office s varie s betwcon 

200 to 500. Bangalorc and Coc;lin will have just 

a few accounts. The staff that will be rendered 
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surplus in Central Office consequent on the 

decentralisation of t:1is Section will be absorbed 

in the pombay Regional Office/Central Office against 

their additional requirements. A sl:1all Section 

with one Staff Officc:r and a Clerk will f:1cti on 

in Central Office to co-ordinate the work done at 

the Regional Offices. There will be a marginal 

increase in staff in other .Regional Offices 

(excepting Bangalorc and Cochin). 

12.8 With the segregation of the Bambay Regional 

Office from Central Office and dec0ntralisation 

of the work of the Foreign Accounts Section, 

Revised set-ut rn Central Of ice 

Central Office will 

be in a position 

to organisp the set-up 

in a more methodical manner. At prcsont, the 

operations and policy arc not mostly linked, except­

ing in the field of 'Exports'. Cases reli1ting to 

'Travel' (other than Blanket Exchange Permits) arc 

handled by one Deputy Controller, but the broad 

policy relating to 'Travel' is. framed' or reviewed 

by another Deputy controller. Similarly, the Deputy 

Controller holding charge of 'Imports' and miscellaneous 
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trade payments d00s not usually look aft0r the 

policy-aspects of the work. Another Deputy Controller, 

who mainly attends to the formulation of policies and 

p.l ocedure s, hardly de als ';i th any 1 ive i'lr:>~l ic?ti ens. 

EVen inter-connected items 6f work have not always 

been grouped together. Ad hoc applications for travel 

on export promotion grounds are dealt with by one 

Senior Officer, where as applications for issue of 

Blanket Exchange Permits arc put un to another 

Senior Officer. Cases relating to 'Loans and 

Overdrafts' to foreign-controlled companies or 

Indian branches of foreign companies come to 

one Deputy controller, but ap~lications for 

remittances of 'Profits and Dividends' are handled 

by another. All these anomalies have developed over 

years due to excessive work-load. As and when any new 

item of work has come up or ther~ hds been any 

intensive pro ssure in any area, the duties have 

been rc-distrib\jted amongst the Vdri.UUS ~cctLms 

of Central Office mainly from the an~le of tiding 

over the particular situations. 

12.9 In order to systematise the set-up of the 

Central Exchange control Department, the Study 

Ie am has carefully cxnmincd the work-flow from ~ll 
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Sections. Attempts have been made to distribute the 

burden, as equitably as possible, keeping in vh:w 

the complexities, volume and commonnes s of the 

items. For example, the work relating tu t;lC 

export of merchandise on one-shot or defc:::'red 

payment basis, turnkey projccts, joint venturos/ 

consultancy etc. services have all been grouped 

together and brought under the charge of one 

Deputy controller for better co-ordination. 

Similarly, the work connected with inspection and 

licensing of authorised dealers/money_changers/ 

airline and shipping companics/trdvel agents, 

consolidation of statistical data from the 

returns submitted by these ag~ncies, building-up 

of the management .information system and collection/ 

compilation of data relating to Parliamentary 

Questions have been combined and placed in a 

distinct group under another Deputy controller. 

The work relating to trave 1 \Ni th or without 

exchange, legacies, various personal remi -+~tanc0s, 

non-resident accounts, foreign collaboration, 

import trade, oil-finance (this item is presently 

being done by the Bombay Office, but will be 
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shifted to Ccntr21 Office in view of its compactness 

<:.nd impurtance), special trade agreements, utc. 

has been spread among three Deputy controllers. 

Under the rev is cd arrangciT\c nt s, each Deputy controller 

will sir:lultaneously. deal with policy and operations 

rcl;;.ting to hi s P~)rt folio so that the work becomes 

more cohesive and purposeful. Despite this inte­

gration, t;1C:rC: w ill still be more unspeci fied arc as 

VJ~licn cann:)t b2 clubbed with any particular group. 

In fact, these items will also be quite sizable 

in the cmt(;xt of the prc:sent-day develo~)ments 

in the n~tiJnal and international fields. 

Provision has, thcl'efore, been made for one 

Deputy controller in order to undertake all such 

special studies and to do some dcvc10pmental work 

for t~c Department. As discussed in Chapter XIII, 

there is a need fur one additional Deputy controller 

in t;lC Foreign Companies Section in order to meet 

the rlGavy arre ars. 
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12.10 Th,:; Ce ntral effie G w ill thus be broadly 

divided int;) eiqht <1dministr<1tivc: Divisions on the 

fullowing lines 

Division 

I Travel 

II Ex~orts and 
Overseas 
Enterprises 

Nature of Cases 

(a) Travel on account of 
business, medical treat­
ffil}nt, study tour, studies/ 
training, conferences and 
miscellaneous purposes 

(b) Blanket Permits 

(c) ~ Form/FTS applications 

(d) Jewellery permits for 
trav211ers 

(e) Remittance of surplus 
fare/freight collections 

( a) Exports (includi ng barter 
trade with Afghanistan) 

(b) Joint ventures 

(c) Consul tancy/Construction/ 
Design Engineering and 
Management Contracts, etc. 

( d 'J T k urn ey projects 



III Foreign 
Investments 

IV Imports, 
Foreign 
Assets and 
No n-res idents 
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(a) Issue/transfer/sale of 
shares to/by non­
residents 

(b) Investments by non­
residents of Indian origin 

(c) Remittances on account of 
royalty technical knoVJ­
how fees, etc. to foreign 
collaborators 

(d) Loans/Overdrafts 

(e) Remittance of profits/ 
dividends 

(f) Foreign Oil com~anies 

(g) Work relating to Santacruz 
Electronic Ex~orts Pro­
cessing Zone 

(h) ;,,~iscellaneous trade payments 

(a) Imports 

(b) Trade agree!TIents with 
foreign Governments 

(c) 

(d) 

( ,~ ) 

( f) 

(9) 

(h) 

( i) 

Insurance 

Foreign Currency assets 

Engagement of foreigrl 
nati-J:".",l::; 

Emigrati 0n/Retircment 
{acilit~~s and remittances 
on account of Legacy/ 
Trust 

Operation.s on i'lon-re side nt 
accounts (personal) 
Foreign advertisements 

i.1iscellaneous personal 
remi t t ance s 



v 

VI 

Licens ing, 
Inspoction 
and 
Statistics 

Foreign 
Companies 
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(a) Statistics (including 
ex?orts statistics) 

(b) Management Information 
System 

(c) Parliamentary Questions 

(d) Onening of (~ffices abroad 
1 • 

( e) 

by authorlsed dealers 

Licensing of authorised 
dealers, airlL1e/shipping 
companies/travel agents, 
mo ney _ c :1angG r s 

(f) Follow-up action on 

(g) 

(h) 

Inspc;ction Re .'Jorts on 
authorised dealers/money 
changers/airline/shipping 
companies/travel agents 
received from Regional 
Offices 

L:aison with the Foreig n 
Exchange Dealers' 
Association 

Exchange gates 

(a) Administration of new 
?rovisions of the Foreign 
Exchange Regulation Act, 
~973,in regard to the 
2ctivities of foreign 
com?anii..:s/firms/individuals 

(b) Use of fore i,;n Trade 1'/larks 



VII PlannL}(~J 
and 
SpG cial 
Studies 

VIII Administration 
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(a) Sp(~cial studies 

(b) Training of staff 

(c) Exchange Control 
Advisory Council 
(vide Chapter XIV) 

(d) Amendments to Foreign 
Exchange Regulation 
Act and issue of 
Notifications 

(e) Publicati~n of book­
lets on topical 
subj acts 

(f) Issue of amendment 
slips for Exchange 
Control ;.lanual/Book 
of Instructions 

Work relating to Staff 
and Establishment -
Both Central Office and 
Bombay Regional Office: 

The Forc~ ign COfrl"')anics Division will have two Deputy 

Controllers (one on ad hoc basis for two years) 

and all other Divisions (exce?ting Administration 

Division) will each be headed by a Deputy Controller. 

Th\.; Adr:1inistration Division will continue to function 

under an Administrativ8 Officer. All these Officers 

holdii1g charge of tho r2s?c:ctivQ Division will report 

to th-.; controller/Addition21 Controller/Joint 

Controllor. Although th2 overall charge of the 
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De partrdcnt will be; he Id by the C::mtroller, Add i ti onal 

Controller and Joint Controller may dire ctly mark 

their caS2S to thG Deputy Governor, where necessary, 

and also make re f(;rence S to Gove rnme nt i nde pendently. 

12.11 As in Central Office, the operating Sections 

of th,..! Bo,;'baY Regional Office havc~ been re-aligned 

with a view to bringing 

the allied items of work 

together. For example, 

the work r01ating to the issue, transfer ~nd sale 

of s har:- s to/by foreign collaborators, indianis ation 

of local branches of foreign cO~Qanies or 

r...:patriation of their ca,>ital, remittance of dividends/ 

profits and grant of loans and overdrafts to foreiJn-

controlled companies/firms has been placed under 

the charge of one Exchange Control Officer. This 

arransoJi1crit vdll not only facilitate quicker disposal 

of a':)plicaticos for remittance of dividends/profits 

by having e(Jsy access to the; relative records, but 

also help co;npilation of date. relating to remittances 

on account of royalty, technical know-how fees, 

eli s ir1Vest~::en't of s :1arC..! s, otc. Simil arly, the Section 

which deals VJi th the rcmdttance of surDlus f::rc/freight 
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collections by for~ign airline/shipping com~ani0s has 

been brought closer to ti1e Sections attending to 

P For!"n/nS applicaticns for tho convenience of 

scrutiny of the relative. statGments. The work relating 

to the issue of licences for eX90rt of jewellery, 

precious stones and coins for commercial purposes 

has bean shifted from 'Imports' Section to 'Exports' 

Section in order to rnak;.; the follow-up work regarding 

r(;alisation of export~)rocceds more convenient. 

12.12 This apart, a new trend of combining some 

items of work relating to the 'Personal' side with 

the items of work rclating to the 'Trade' side has 

been S0t in. The intention behind this arrangement 

is that the ite:rns of work with which the public 

are more directly concerned are distributed over 

difL:rent Sections, in order to ensure speedy 

disposal. Independent Sections will be set up 

in the Bombay Regional Office 'to take full charge 

of the work connected with joint ventures, 

consultancy services, turnkey' projects, etc. and 

to conduct regular inspe cti on of authori sed dealers, 

money_changers, etc. In order to intensify the 

folloVJ-u,) \'Jork, 'Exports and Statistical' Sections 
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hav-::: been rustructurc:d suitably. In the process of 

rc:-org2nisatiun, SO!.,o '.)f the e)~isting S;!ctions (e.g. 

Audit Suction and Securities Section) have been 

disbanded and the work of th,-sc: Sections has been 

:-:le:Lged els(mhorc:. At prcs(Jnt, th2 work relating to 

the boukii1'J, ext,- nsion and cancellation of FOIWard 

Exch2nc.: . .: COi1tracts is mainly centralised in one 

Section (Oil Finance). Since centralisation of this 

important item is not working well, it is intended 

that all ap~:.licatioi1s in r.:spect of the FOI\vard 

Exchang<.: C:ntracts should be dGal t with by the 

V;:;I'iOU5 Sections according to th", nature of 

transactions (viz. export, import, remittance 

of frc.:igltt/farc collections, loan ro:)ayment, etc.) 

with '/ihicn tho particular contr,'cts arc a.ligned. 

12.13 Fl'ovision h~s also been made to m2.ke 

c~rtain Sections ((1. . .: <11in9 with travel/ students I 

applic2tions, applications for remittance of surplus 

fr," ight/farc. C'ollc ct ions by forcig n c arric rs, 

applications for romittanc;] :)f profits/dividends by 

foreign-controlled companies and Indian branches of 

f o:ce ign c,)r!~:)anie s, etc.) office r·-oriente d. Under 

this Clrrangurnent, applicatLms can be proce ssed 
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by the concerned staff Officers tl10msolves with utmost 

expedition with marginal assistance from tho clerical 

staff in regard to the putting up of case papers, 

issue of permit s, maintenance ·Jf re curds, cor:l)il ati on 

of data, etc. (This system is aIr _ Cldy in vogue in 

Passage/PIS Sections in the Bombay Office and in the 

Central Office Sections and is working well). 

12.14 With these objectives, the work 8f the Bombay 

Office has been broadly divided into five Groups as 

under : 

Group 

I 

II 

III 

NC3ture of Case: s 

Business travel, Blanket Exchange 
Permits, Travel for Medical 
treotment, Study Tour, Travel 
for miscellanc ous purposes, 
Higher studies and training, 
Insurance( Non-resident accounts 
(Personal) and Miscellaneous 
Trade Remittances. 

Collaboration agreem~nts, Issue/ 
transfer/sale of shares to non­
residents, Remittance of Profits/ 
Dividends, Loans/Overdrafts dnd 
Fore: ign Curre ncy As sets. 

P Forms/PIS applications, Engage­
ment of foreigr nationals, 
Recurring remittance facilities, 
Emigration/Retirement facilities, 
Legacy & Trust remittances, 
Miscellane:ous Personal remittanc2s, 
Remittances of surplus passage/ . 
freight collections, Scrutiny of 
statements received from Air 
India/Travel Agents regarding 
booking of foreign passages. 
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Imports, Exchange facllitios to 
Indian Shipping Com~anies, 
Licensing of Money-changers, 
Airline/Shipping com~anies, 
Travel Agents, etc., Inspection 
of Authorised Deale:rs, Money·· 
changers and Statistics. 

Exports, Joint Ventures, Turn­
key projects, Consultancy/ 
Construction etc. contracts 
and the connected follow-up work. 

Each Group will be headed by an Assistant Controller 

and down the line, the operating staff \'Jill be! 

reporting to only one Officer. Since the staff of 

each Group will be placed eXClusively und~r the charge 

of one Assista"nt C~)ntroller, he will be frce to make 

su~table adjustments according to the changing volume 

of work in the Sections under his jurisdiction. It 

will also be co nvenient for the Manageme nt to fix 

the responsibility relating to the working of the 

various Sections. 

12.l5In addition to these operating Sections, it 

has been proposed that a full-fledged Public 

Relations Section with two Exchange C')ntrL<L Officers 

may bo organised in order to extend bette;r 

customer service by processing dircctly the urgc:nt 

cases, c2tering information in a bettor manner, 

attending to the various complaints and streamlining 
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t:1C procedure for receipt/distributi:)n of inward 

letters anc: delivery of exchange permits, etc. 

12.16 As in the Calcutta Office, the Bombay Regional 

Offic0 will be headed by a Joint Controller Who will 

be directly assisted by a Deputy Controller. The 

Assistant ContrGllers holding charge of the various 

ac~ministrat ivc: Gr·jU ps will re?ort ei thor to the 

Joint Controller or Deputy Controller directly 

according to their res~)cctiv2 line of control. 

Although the Joint Contr~ller will hold the overall 

charge of the Offico, it is the intention that the 

Deputy C~;ntroller shvuld make references to Central 

Office or Government, whore necessary, independently 

in r0s~ect of the ar-.:as placc.:d under his charge. The 

Public Relations Section may, h.)w(!ver, be directly 

attached to the Joint Controller. 

12.17 "Nhile implementing these changes, it will be 

necessary to C'lugraent the staff-strength, mainly for 

the Bombay 

Regional Office. 

Unfortunat-.;ly, the Study Toam has nJt been able 

tc' [!1lbilisc adequotc data for this purpJ se. It has 

be-.:n menti;)no(j elsC?whoro that the VJork relating to 

collectil11 and comlilation of statistics is extremely 
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unsatisfactory in the Do~artmcnt. Even the inward 

letters arc not properly diarise~ in all Sections. 

Due to this constraint, the r:lellibcrs of the Tcam 

have spjj)nt c.msic~crable time in going round the 

various SectiJns and obscrving closely the prJccss 

of working at the different desks. Almost all 

S~cti.)ns, particularly Exports, Statistics, TSP 

(dealing with Indian shippio~ companies) "and OPL 

(dealing, inter alia, with cases relating to over-

seas offic,~ s of Indian comDanics, j :lint ventures/ 

consultancy, etc. contracts abroad), are lagging 

i1'2 avily in res:)(.!ct of the follow-ulJ work. There is 

also delay in dispos a1 of applications in many 

Sections. t.s th:::se deficiencies hav0 been contributed, 

to a great extent, by shortage of staff, the Study 

Team stron01y feels thnt sanctiJn ~f some additional 

staff is essential. Unless, h2wever, there is a 

reshuffling of tho org3nisational set-u:), mere 

sanction :)f additional staff will n·Jt be fruitful. 

In fact, the requIrement :Jf tldditLmal staff will 

be too high if atte::r!.)ts aro made to' trim the entire 

r2.ng,-: C'lf wox:: wi t:li n tho ex isting arrangements. 
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12.18 It has been obse IVed that ITI.Jximum pre ssure of 

work rests on the Exchange control Officers and 

Staff. Officers. In many areas, these Officers are 

reouirad to initiate cas~s at their l~v~l. It is not 

possible for many of them to spare dny time to keep 

effective supervision :In the assistants working with· 

them, to sec whether the follow-u;) acti0n is being 

taken appropriately or to ensure that all letters/ 

applications received in their respective Sections arc 

being processed within a reasonable time. Attempts 

have, there for0, been· made to strc ngthen tho supervisory 

lines suitably in order to organise the work in an 

efficient manner. Unless the requisite number of 

Exchange Control Offic0rs and Stuff Officers arc 

sanctioned, the proposal for making some Sections 

'Jfficer-oric nted will n:Jt fructify. Th is will also 

lead to a widening demand for clerical staff. Taking 

an objective view from the angle 0f output and also 

the cost of maintaining Officers in tAt and tBt 

Grades vis-a-vis clerical st2ff, th~ Study Team has 

ass(;ssed the requirement Jf Officers of thc;se categories. 

It is anticipated with roasonable confidenc0 that with 

the suggested reorganisation and sanction of additi)nal 
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Officers at the SUiJcrvisory level, the Sections will be 

more accountable and action-oriented. 

12.19 Consequent on the increase in the administrative 

work, the Staff and Establishment Section has been 

facing continuo' s pressures. The total s·~Jff (including 

Leave and Trainee Reserves) of the Bombay Offic2 and 

Central Office is now 711 and the number will increase 

further in the ev~nt of acceptllncc of the recomm2ndations 

of the Study Team. The administrative problems are also 

further accentuated on account of tlw spread of thc 

Department in three buildings. In order to afford 

necessary relief to tho Administrative Officer, a post 

of Assistant Accounts Officer may be: sancti,Jned. Having 

rcgard to the staff-strength of the Economic Departm2nt 

or comparable Specialised Departments, this r.:.: comme nda­

tion woo ld appear to be quite Tcasonablc. 

12.20 It has bee n suggested (vidc Chapter IV) that the 

Exports Section of the Bombay Regional Office sh:mld be 

restructured under a scheme of deccntralisation. With 

regard to the exports covered by GR Forms, 12 Sub­

sections have been proposed. Each such Sub-scction will 

generally have a complcment of 1 Staff Officer, 4 Clerks 

and 1 D..lftry. The Sub-sectiuns pr-.:sl:ntly attached to 
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the Contral Ex!)orts Socti ,n for attending t:J the 

Q XP()~,ts to Afghanistan and cXp:Jrt ()f I Films I and a 

purtLm of the group attunding t) the f,)llow-up work 

in respect ~f the major outstanding cases (only a 

sf:1all 'J..;rtion \Jill remain in Central Office to co-

,J:,~dinat0 and '-Nerseo the follov:-u,) action in the . 
RegiJflal Office:s) will be transferred tc the Bombay 

'Rc:gL'nal Office. In ,Jrdcr to implement the re -organised 

sy stCi,1 )f vnrking, thero will be a net increase of 

1 St~'ff O'.cficor, 22 Clerks and 2 Class N staff for the 

EX1')orts ScctiJI1 (including Coding Sub-section) as a 

wh~'le. These stC1ff r.lcmbers will, how,"ver, be needed 

excl~sivcly far attvnding to the curre:nt cases. 

12.21 As alre ady Ine ntioned, one Officer of the 

Dep3rt~ent of Statistics is attached to the Statistical 

Se ct ion in the Bombay Regional Office. The primary 

intention for posting such an Officer is to co-ordinate 

and conduct the statistical work of the Department 

in a better manner. The Study Team has closely 

observed that from the statistical angle, coding 

of data and compilation of statements form the main 

work. Code numbe rs are pre ~dete rmined. All that 

is necessary is to pick up the correct codes for 
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the various data and note them corrccly and 

speedll y in tho prescribed forms. Hardly, 

any tcchnic31 odvice is necessary on a day­

to-a oy Das is. Al thol\(jh the pre Si.' nt incumbent 

is an industrious 3nd conscientious Officer, 

he has got obvious difficulties to assist the 

Depurtm(;nt from the Exchange Control vieWpoint. 

It is felt that if Officers with adequate 

background of Exchange Control work arc posted 

in place of tho Officers from the Department 

cf StatistiCS, they vlill be able to supervise 

tho coding work and also look after some 

aspects of the Exchange Control work. 

It is, tlr)reforc, suggested th('lt these Officors 

may he replaced by r.ogular Exchange Control 

c>fficc rs. 

12.22 Acco~Jing to the present arrangements 

for preliminary audit of R returns, 4 Staff 

OfficGrs, 3 Clerks Grade II and 1 Peon 

of the Special Audit Cell arc attaChed to the 
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Inspection Department. Since th~ Study Team 

has suggested integration of this crash audit 

with reuular audit and to plac~ the entire audit 

~ork directly under the administrative control 

of the Exchange Control Department, these 

staff :!1i';inb f.)rs ritay be linked to the Bombay 

RCJional Office. 

12.23 Taking into account all'factors and 

making necessary adjustments of the surplus 

st;;ff due to decentralisation of the work 

of the Foreign Accounts Section, the 

Study Tec)';:l recommends that an extra 

complement of 61 staff members of different 

c at(~gorie s (excluding Leave/Trainee Rese rves) 

may be s:)l1ctioned for tile combined strength 

of the Sonbay Regional Offic2 and 

Central Office. A statement showing 

the details of the present and proposed 
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staff-strength is given below 

Staff Position * 
----. ---·---·~-··-pro-so-rrt.-l?-:r:.~~o-s-G-cf-sl:-aff-strengtfi 

Categories St::,ff- Bornay Central Total 
Incrcase 

strergth Rogiorel Office (3)+(4) 
(as on Office 

(5)-(2) 

----I r ---------~ 0-_~--7-5J .:.-.___ 1 ___ . _____ ~:?J __ .. _ J 3 ) (!L ___ (5LO: (6 ) 

( 1) 

( 2) 

( 3) 

(4 ) 

(5 ) 

(6 ) 

(7 ) 

( 8) 

( 9 ) 

( 10) 

( 11) 

(12) 

( 13) 
(14 ) 

( 15) 

( 16) 
( 17) 
( 18) 
( 19) 

( 20) 

Controllor 1 1 1 

Addl.Controllcr 1 1 1 

Jt. Controllc r 1 1 1 2 1 

Dy.Controller 6 1 8 9 3 

Asst.Contro llcr 6 5 2 7 1 

Admn. Office r: 1 '!'" 1 1 

EC.Officc r/AAO 28** 19 18 37 9 

Staff Officer 10:~ 69+~ 51 124 11 
Grade II 4@ 

Clc;rk Gr. I 166 126 57 183 17 

Clerk Gr. II 14~~~ 113+~ 39 155 6 
3@ 

pc; rsonal Asst. 1 1 1 

Stcno Gr.! 2 1 2 3 1 

Stano Gr.II 11 3 11 14 3 

Typist 44 25 20 45 1 

Cornptist 1 1 1 

Subhedar Gr. II 1 1 1 
Record Clerk 5 4 1 5 

Gcstctncr Op~rutcr 1 1 1 
Ou ftI'" J 41 32 11 43 2 

Peon 67+J 40+1 33 74 6 .. _ ._ J:~ ..... _ .. ~Q ____ ... ___________ .. ___ ... ~ __ -

Total 647 447 261 708 61 
----~---------------------------------

* Docs n·')t include Lc.;ava/Trainec; ReservGs. 
Includes two Officers in Grade '0' and 
2 Stenographers Grade II recently sanctioned 
On ad hoc basis. 

-
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** Includes one Officer of the Dep~rtment 
of Statist ic s. 

@ 4 Staff Officers Gr. II, 3 Clerks Gr.II 
and 1 Peon for Preliminary Audit Cell 
attached to the Inspection Dc.:partr:1cnt 
will be abs orbed in ECD, Bomb ay. 

12.24 Two charts showing the proposed organisational 

set-up, allocation of duties, flow of work and 

staff-strength 
Charts of the 
R"eOrgariTsed -
'S'et-up --

of each Division/ 

Group, for 

Central Office and the Bombay Regional Office of 

the Exchange Control De?artmcnt arc attached 

to this chapter. 

12.25 It has been assessed that the additional 

cost on account of the proposed increase in staff-

strength will come to about ~.12 lakhs in a Y2ar. 

Cost for 
Additional 
Staff 

The Budget allocation, 

under the head 

'Establishment' , 

for the Exchange Control Department for the 

year 1975-76 is ~.2.72 crore$, Even though the 

allocatian for the current year is less than 

the actual expenditure during the previous year 

(PIS.2.74 crores), it is hoped that with the present 
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economy drive, there will be a margin to take care 

of at least a part of the additional expenditure. 

Assuming that no such surplus is available, the 

deficit will amount to about 4.4 per cent of the 

present allotment. The study Team feels that in 

the interest of this important wing of the Bank, 

provision for this extra expenditure may be made 

by according a supplementary sanction, if necessary, 

in due course. 

1.26 Although for reasons of administrative 

convenience, the $alary etc. bills in respect of the 

staff of the Bombay 
Deployment of Staff 

Regional Office 

will continue to be prepared by the Administrative 

Division of Central Office, it has to be ensured that 

the, deployment of staff within the Regional Office 

is left exclusively to tQe decision of the concerned 

Joint Controller. Once any st_lff member is posted 

to the branch, he should not ordinarily be disturbed 

within a year. Too many changes between the Regional 

Office and Central Offfco will dislo~atc the work at 

both the ends. 
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12.27 It has bo-.::n c;,1phasized that acute shortage 

)f sp3ce is a sev~re constraint for the Department. 

Location 
and La"':out 
----.~,-~ 

The Premises Department 

has already been 

requested by the 

Central Exchange Control Department to allot th0 

entire Ritz Hotel Building (which, it is understood, 

is being taken by the Bank) to meet the additi~nal 

space-need of the Department. Tho Dopartmcnt 

will, no doubt, surrender some space in lieu 

of this allotment in ordor to have a compact 

accommodation. It is suggested ti1at the BOfTlbay 

Regional Office may be housed exclusively in the 

proposed now pre~ises and Central Office Divisions 

in Amar Building. In vie:vJ of the fact thatima~w 

distinguished visitors come, sometimes in groups, 

to meet the Senior Officers, they should have 

moro space in their cabin. On the same ground, 

each Assistant Controller should be 0rovidcd with I 

a separ<1tc cabin. More spac0 is also necessary for 

the Enquiry SoctLms· in c)rdcr to mitigate the 

hardship of the visi.tors. The Study Toam recommends 
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that the entire Ritz Hotel Building may be 

allotted to th2 Exchange Control Department. 

Th2 actual lay-out for the operating Sections 

and cabins for the Offic2rs at the controlling 

level may, however, be drawn by tho Pre;nises 

De;Jartrnant in c·:>nsul tat i ')n with tho Exchange 

Control Departmo nt. 

12.28 Vie recummend that -

(1) The Bombay Regional Office 
may be del:i_nked from Co ntral 
Office; 

(2) The work of the Foreign 
Accounts Section may be 
docontralised; 

(3) Contral Office and the Bombay 
Regional uffice may be 
reorganised as indicated; 

(4) l.dditiunal staff, as suggested, 
:na}' b0 sanctionod fJr Central 
Office and the: Bombay Regional 
Office; and 

(5) ;.1,:,re: space may be provided to 
the Dcpartr:1ent - the Bombay 
Regiol1C'1l Office mC'lY be h~Jused 
in Ritz Hotel Building, When 
acquir2d, and Central Office 
in -Am0r Building. 
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CHft.,DTEH X III 

ADMINISTr,ATIO~I OF FERA IN RELATION TO 
FO~E IGN COMPANIES 

13.1 The Foreign Exchange Regulation Act, 1973, 

Which came into force from 1st January 1974, has 

introduced certain new provis ions vTith a view to 

New prov is ions 
of FEl.A 19"73 

regulat ing the 

trading, commercial 

and industrial act iv it ie s of fore ign-controlled 

compcmies (including branches of foreign companies) 

and foreign nationals as well as acauisition of 

business undertakinas, and holding of shares in 

Indian corm)anies ~-:;y such companies/;)ersOns and 

controlling the acouisitionjholdinq of immovable 

properties in India bv such companies/persons. 

These 9rovisions are contained in Sections 28, 29 

and 31 of the Act. The work relating to administra­

tion of these provisions is centralised in the 

Central Exchange Control Denartment. 

13.2 Section 28 of the Act seeks to regulate -

(1) acceptance o'I apr,ointments by persons resident 

Section 28 
abro ad, fore ign 

citizens resident 

in Ind ia, compa n ie s', (other than banking companie s) 
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incorpo::2Jted outside India and Indian companies in which 

non-resident interest is more than forty per cent, as 

agr.:nts or to.~chnical/management advisers. in India of 

~ny ?erson or company; and 

(2.) use of fore ign compa nie s I trade marks by 

others for C1ny direct or indirect consideration. 

The provis ions of this Section are applic able both 

pr~~:~i~ ~nd retrospectively. 

13.3 In terms of the policy decision taken by 

Government, foreiqn companies have been asked to 

discontinue to act as general insurance agents. It 

has also been decidec that the existi~g agencies for 

sale of products of Indian companies abroad and those 

for sale of products of foreign companies in India. 

which involve renderino of after-sales service etc • . :; 

by the agency comoany, may be oermitted by the 

Reserve Bank, whil(~ ar-,plications involving new agencies 

are to he disposed of in consultation with Government • 

. l\pnlicatio'ls from overseas collaborators for permission 

to render technical advisory servj_ces under collaboration 

agreements 3?oroved by Governm2nt during the period 1st 

January 1964 t~ 31st December 1968 are required to be 

scrutinised in detail and decided on merits in consulta-



329 

tion with Government, where necessary. Where, however, 

the technical advice is rendered under Collaboration 

agreements approved by Government after 1st January 

1969, the applications will be formally approved by 

the Bank. With regard to the use of foreign trade 

marks, general permission has been granted in cases 

where foreign trade marks are used solely in respect of 

goods eXDorted outs ide Ind ia. A dec is ion has also been 

taken to grant general permission in cases where 

foreign trade marks are used on certain essential 

articles "like life-saving drugs. Cases which require 

Bank's spec if ic pe rmiss ion for the use of foretgn brand 

names are being considered by the Bank in consultation 

with the Controller-General of Patents, Designs and 

Trade MarkS. Where there is a difference of opinion 

between the Controller-General and the Bank or where 

the annual outgo of foreign exchange on account of use 

of foreign trade mark(~) is mora than ~.1 lakh, a 

reference will ~e made to the Ministry of Finance. 

13.4 The position regarding disposal of the 

applications received in the Bank under Section 28 
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of the Act as on 31st August 1975 is qiven below : 

Oescr iption 
Number of Ap~lications 

Receivej Scru- Tc he Finally 
tini- scrut- disposed 
sed inised of 

~---

(1 ) Trading/ 
Commercial 
agenc ies 715 112 603 107 

(2 ) Apnointments 
as Technical/ 
Management 
Adv isers 315 84 231 23 

(3) Use of foreign 
trade marks 388 147 241 12 

~---- ------ ------ -------
Total 1,418 343 1,075 142 

----- ------ ------ -------

13.5 Section 29 of the t\ct seeks to regulate the 

followinq activities of nersons resident abroad, 

fore ign c itize ns 
sect ion 29 

re side nt in Ind ia, 

compan i~ s (other t han bank ing companies) incorporated 

outs ide India and Ind ian companies in wh ich the non-

resident interest is more than forty per cent -

carrying on in rnd ia of any act i v it y of a 
trading, commercial or industrial nature; 
opening of branches/offices in India; 

acquisition of the Whole or part of any 
business undertaking in India; 
purchase of shares in Indian com~anies; and 
holding of shares in Indian companies. 



331 

ThG provisions of this Section arc also applicable both 

prospectively 2nd retrospectively. Once the Companies 

have applied to the Q0nk, they can continue to carryon 

their activities till the Reserve Bank's decision is 

conveyed to them. If the Reserve Bank decides not to 

gjve permission, the concerned comDany has to be given 

:r023sonable opDortunity to represent against the decision. 

The comrnny can carryon buSiness for three months after 

its application has been finally turned down by the 

P,3nk. In giving its approval for continuance, the 

E2nk can im~ose conditions such as dilution of foreign 

nnrticipntion to a specified extent within a 

S0ecified period. 

13.6 Government have authorised the Bank to 

finally deal with applicatipns of companies engaged 

in the manuf acture of items covered by A9pe nd ix I of 

the Industrial Licensinq Policy, 1973 (other than 

druqs and pharmaceutic~ls), and tea plantation activi­

ties. All other applic.:lti8ns from companies are 

required to be referred to Government. These ap":>lica­

ticns are considered by a Special Committee known as 

"FERA Advisory Committee". 

13.7 It has been recently decided by Government that 

Iranian and Afghan nationals who had entered India 
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before 1st January 1955 mdY be freely permitted to continue 

to undertake their existing husiness activities" For 

those who came to India later, necessary permission may 

be given by the Bank on a case-to-case basis in consulta-

tion with the Ministry of Home Affairs. It is, however, 

understood that the Ministry of Home Affairs have raised 

some doubts about their role in this regard and a 

reference is being made to the Ministry of Finance. 

Guidelines for dis00sal of aODlications from other 

foreign nationals of non-Indian origin have not yet been 

final iscd • 

13.8 The position regarding disposal of the 

apDlications received in the Bilnk under Section 29 of 

the Act as on 31st J\ugust 1975 is given below : 

Number of A~DliC at ions 
Descript ion Received cru- To be 

(1) Carrying on activities­
(a) ApYJlications from 

foreign companies 
(b) Applications from 

ind iv idua ls/f irms 
(2) Purchaso of rupee shares 

(3) Continuinq to hold 
shares --

Total 

921 

1,239 

227 

5,939 

8,326 

tin i- Scrut i­
sed nised 

915 

612 

218 

4,737 

6,482 

6 

627 

9 

1,202 

1,844 

Finally 
disposed 
of 

179 

52 

154 

2, 772 

3,157 
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13.9 Section 31 of the Act lays down that foreign 

nationals and companies incorporated outside li1dia 

section 31 
(otr.~r tha~ bdn~ing 

companies) as well as 

Indian comoanies in which the non-resident interest is 

more than forty oer cent require permission of the Reserve 

Bank for acquiring, holding or disDosing of immovable 

properties in India. Like the orovisions of Sections 28 

and 29, the orovisions of Section 31 are also applicable 

both prospectiv21y and retrospectively. 

13.10 General permission has been granted to foreign 

companies to acquire immovable properties which arc 

necessary for carrying on their approved trading, 

industrial etc. activities. Purchase of immovable 

properties by foreign nationals of non-Indian origin 

for residential purposes is generally not allowed, but 

foreign-controlled comnanies with permission to carry 

on industrial activity in India would be allowed to 

acquire housing for their employ0~s. Foreign nationals 

of Indian oriqin are nnrmally permitted to acquire 

only one immovable property in each case for 

residential Durposes. 
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13.11 In many cases, applications received under 

Section 31 of the Act for acquiring or disposing of 

immovable properties are required to be· referred to 

the Income-tax authorities for advice on fair 

valuation. Moreover, in the case of sale of 

immovable ~roperties by foreign nationals or 

foreign companies, applications are referred to 

Government for advice as it involves remittance of 

sale oroceeds in fore ign exchange. Similar I y, 

a~plications for sale of tea or coffee estates 

owned by foreiqn nationa.ls or foreign comnanies have 

to be referred to Government/Tea Board for advice 

for determining ~air valuation. All applications 

rece ived under the Sect ion are required to be 

disposed of within 90 days from the date of the 

rece ipt - otherwise, the required permission would 

be deemed to have been qranted even th0ugh a decision 

may eventually be taken to reject any application. 

The question of extending the time for disposal 

of applications upto 120 or 150 days is noW under 

co nsiderat io n. 

13.12 The position regar0ing dis~osal of 

ar:ml icat ions/dec larat io ns rece ived in the Bank under 
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Section 31 of tho Act ~s on 31st August 1975 is 

given bolow : 

De scr ipt ion 

(1) I~C qU is it io nj 
disposal of 
immovable 
·'ro pe rt ie s 

(2 ) Dec l~:'3t ion 
of immovable 
propcrt ie s 

Total 

;\Jumber 
~eca.ive-d 

1,504 

L~, 460 

_ .... __ .... -
12,964 
------

of /',pplications/Declarations 
Scru- To be Finally 
tin i- Scrut i- dis iJose d 
sed nised of ------

1,496 8 1,334 

11,460 8,420 

------
12,956 8 9,754 
------

13.13 In ardor to rical with the applications received 

under Sections 28, 29 nnd 31 anri the policy matters 

2rising out of administration of various rrovisions of 

Sectional set~up 
the Foreign Exchange 

Regulation Act, 1973, 

a new Section called "Foreign Companies section" Was 

set up in the central Exchanqe Control Department in 

January 1974. ~le section is under the charge of 

a Deputy Controller and he is assisted by an 

/\ssistr=\nt Controller. With a view to expediting the 

dis~os~l of applications, the Deputy Controller and 

the Assistant Controll2r are rlealinq with cases 

and are (Jenerally rel'""lorting to the Additional 
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Controlle:r inoe'Jcndently. In view ()f the complexities 

involved in examining the apnlications received in the 

Foreign Companies Section, the Section has been made 

officer-oriented -the work in th~ Section is initiated 

at the level of Staff Officer and in some cases, at the 

level of Exchanqe Control Officer. Clerical assistance 

has be0n provirled for maintaining the records, inwarding 

an:-' outwaro ing of letters, etc. The Chart given at the 

end of this chaDter shows the sanctioned strength of 

the Sect ion and th'2 work-d istr ibut ion among the Off icer-

staff. All the posts have been sanctioned to the 

Section upto the end of December 1975. 

13.14 The work which is being handled in the Foreign 

Companies Section 
Project ion 

may be d i v id e d 

into two categories as under : 

(1) Apnlications for permission to continue to 
carryon existin('l business activities or 
age nc ie s and to hold immovable propert ie s 
anrl shares in Indian c0mnanies. 

(2) I\p'1lications for ex~)ansion/diversification of 
business activities, establishment of new 
offices/branches in India, acceptance of 
new agenc ie s, ap"')o intme nts as management/ 
technical advisers, usc of foreign trade 
marks, purchase and sale of immovable 
prop'2rtie s or purchase of shares in Indian 
comDi1 nie s, and acquisitbn of business 
undertak inqs • 
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13.15 The work re lat ing to item. (i) of the 

preceding PJragr~?h is of an ad h0c nature and will 

continu8 till the disposal of all the applica-

tic, ns rece ived under Sect i.ons 28, 29 and 31 of 

th0 Act. While most of the applications 

seekinq p2rmission to continue to hold immovable 

rr-oY)'2rtie s have heGn scrutinised/disposed of r 

mucr, is yet to be done in res"lGct of the 

(1)::,lic,'1tbns reg;)rding permission to continue 

with Gxio::.ting business activities and to hold 

the ex ist ing age nc ic s, appo intrre nt s as technic all 

m:} n C:l go me nt ad vis e r s , etc. 

1].16 The procedure inv~lved in disposal of 

upplications for permiss ion for carrying on 

Gxistinq business activities is rather long­

cJ:CYJln. Such apY)licati0ns are initially 

sctutinised in the Bank. The requisite parti­

cuL"1rs and the Bank's comments are thereafter 

embod ied in .q pre scrih?d form and forwarded 

to the Ministry of Finance, Ministry of 

Industry or Ministry of Commerce, as the case 

may be, for submission to the FERA Advisory 
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Committee for con-sideratil)n. The recommendations of 
• 

the FERt1 /X r1v isory Comm i ttee are commun ic ated to the 

Bnnk in thJ form of minutes of the meeting. The 

rlecisions of the FERA Advisory Committee take either 

of the two forms -

(1) the company may D0 allowed to continue 
with the existing non-resident interest,or 

(2) the com~any may be required to dilute the 
non-resident interest to a specified level. 

WhilE in the former case, the company will be issued 

the np~roval letter straightway, in the latter case, 

th2 concerned comoany will be issued a letter of 

intent conveyinq the Bank's intention to approve the 

application subject to certain ·conditil)ns. In the 

case of branches of foreign companies, final advice 

is jssued, on receipt of their reply, giving one/two 

years I time to arrange for involvement of Indian 

canital upto the s~'Gcificd extent and callinCJ for a 

scheme indic~tinq the details as to how the re_structur-

inq of capital will be effected. The scheme, which 

has to be SUbmitted by the comp~ny w~thin three months, 

is examined in the Bank, but the decision may have 

to be taken in consultation with Govc:rnment in 
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certain cases. After the decision has been 

conveyed, the implementation ther~of is watched 

through the quarterly r.:;ports. In tho case of 

Indian subsidiaries of foreign companies, t~ 

Bank's final approval is conveyed to the 

companies after the scheme of r.ilution of 

foreign capital has been ap0roved by the Bank 

or Government, as the case may be, and the 

concerned companies are given one/two years' 

time thereafter to implement the proposed 

dilution. Once the oompany dilutes its non­

resident interest to forty per cent or less, 

it will go out of the ·.')urview of the new 

prov is ions of the Fore ign Exchange Regulat ion 

·"\ct. On th2 basis of decisinns taken on the 

company's application for permission to carry 

on theexistinC) business activiti2s, the applica­

tions for continuing to act as agents of 

comnanies in India and to holr:! shares in it by 

corporate bodies will be disposed of. In any 

case, applications from corporate bodies for. 

permission to continue to act as technical/ 



340 

mana gement advisers are required to be referred to 

Government. 

13.17 The rlisposal of applicdtions recr?iveo in 

the Foreign Companies Section has not perhaps been as 

prompt as it shoulrl have been. The activities of 

foreign com~anies in India have Come up for discussion 

in Parliament off and on and several restrictions 

on foreign companies have been imposed under the FERA 

1973, only as a result of these discussions. 

Criticism has alrearly been voiced in the Press and 

Parliament against the slow pace of disposal of 

applications mane by foreign companies to the Reserve 

Bank. Accord inCJly, it has to be ensured that the 

applications received under the new provisions of 

the Act are not unduly delayerl. Now that the broad 

guidelines have been finalisedby;povernment, it 

should be possible for the Section to disPQse of 

all the pending applications as early as possible. 

It is, however, rl iff ic ul t to asses s prec is:; ly the 

period required for disposal of all the pending 

applica t io ns rece ived under Sect ions 28 and 29 of the 

Act. Based on the past exper ience, it is est imated 

on a rough basis that it may take about two years 
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before all the applicati0ns are finally disposed 

of - the first phase of work (i.e. issue of final 

ap:::>rr)Vals) m3y take about one year .and the 'second 

phase (i.e. diluti'",n of non-re.sident interest) 

may t2ke about two years. Where a period of two 

years is ~llowed for dilution frrq the date of 

the Bank's approval, t~ ultimate disposal of 

such case s will require st ill a longer period. 

If for some bonafide reasons, the companies 

c8ncerned are unable to reduce non-resident 

interest unto thl2 required level within the 

pre s cr ibed t ilTle limit, it may be ne ces s ary to 

exte nd the d ilut ian per ioo and th is, in turn, 

woulrl delay the final disposal of these cases. 

13.18 There is another factor. Even after 

IndianisAtion of most of the existing foreign­

controlled comDanies, there will still be some 

cump;:mies in respect of which non-resident 

interest b2yohd forty ~2r cent will be allowed 

to continue. In terms of the guid'lines issued 

by Government for administration of Section 29 

of the Act, forei~n enquity oarticipation in 
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excess of forty ')er cent will be permitted in respect 

of companies enqaqed in the following activities: 

(1) Production of 'core-sect0r' items specified 
in /\ppenc1ix I of the Industrial Licensing 
Policy, 1973; 

(2) Predominantly export-oriented industry(i.e. 
where exports r~rresent at least sixty 
per cent of dnnual production); 

(3) Mlanufacturing activities requiring sophis­
cated tachonalogy, not 3vailable indigenously; 

(4) Companies providina consultancy services, 
etc. in fields 'JIlhich require specialised 
skills/know-how, not aVJilable indigenously;and 

(5) I.e a plunt2t ion act i"it ies. 

TIle exact number of comD.::mies which will fall under 

this cotegory c~nnot be given precisely at this stage. 

It is roughly estimates that about 250 to 300 companies 

will f311 under the above categories and will be 

;12rmitt e d to retain non-resident interest in excess of 

forty per cent. Besides these c~mDanies, a number of 

foreign airline/ship~ing comp~nies 2nd other companies 

incorr~rated abroad will be allowed t~ eontinue 

the ir branch off ices and 1 ia ison off ices in India. 

13.19 In order to ~eal with the activities of these 

companies and the types of cases referred to in item 

(ii) of ""1C1r 2grar"'lh 13.14, it will 0'2rhaps be necessary 
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to rctain the Foreign Com?3nies Section on a 

lo,ICl-term basis with a limited comp18ment of 

staff. The work devolvino on this Section 

cannot generally be delegated to the Regional 

Offices, as the Bank has to keep constant 

1 L~ ison with Government in these matters. 

sters are, however, being taken to delegate 

powers .to the Regional Offices to deal with 

apf)licat ions reel? ived from persons of IndE n 

nationality or origin for purchase of Rupee 

shares. Offices are already dealing with 

ap',licat i011s from Non-residents of Ind:ia n 

nationality or origin for investments in 

~ublic/private limited companies and partner­

ship andpronrietorship cases under the powers 

delegated to them. 

13.20 ConsidernQ the nature and volume 

of work involved and having regard to the 

number of applicatiuns st ill pending, it is 

recommended that the entire staff sanctioned 

to the Foreign Companies Section may be allowed 

to cont inue for a further per iod of two years 
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i.e. upto 31st December 1977. This will avoid 

unn2ceSsary ref~r2nces to the Department of 

Administration and P2rsonnel for extenJing the 

period of sanction for the staff of the Section 

~v~ry now and then. As processinq of the applica­

tions in the Foreign Companies Secti0n has noW to 

~-':2x?edited and since there is absolutely no 

furt~er scop,; for 3 ssuming any fII ther work load 

l:~' the existinC) De;:-mty COl1trolleL' who is acutely 

~lard-press('d, it is recommended that one additional 

po st of Der,ut y Controller !11a y be sanct ione d pure 1 y 

on an ad hoc basis till the end of December 1977. 

An overall l"::V iew of the work inq of th is Special 

Section may be, made at that time. 

13.21 The duties amana the two De':1uty Controllers 

an,l the Assistant Controlh:~r in the Foreign 

ComDanies Section may be distributed as under:-

neouty Controller I - (1) For:iqn Companies -
carrying on activities. 

(2) Liaison with Govern­
ment on pe nd ing matters 
regarding the Foreign 
Exchange qegulation 
Act, 1973, and formula­
tion of policy in 
regard to Sections 
28, 29 and 31. 
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Deputy Controller II _ (1) Individuals and firms­
carrying 011 activiti? s. 

(2) Acce,tance of trading/ 
comm;:; rc ia 1 age nc ie s • 

(3) Appointments as 
techr ical/management 
advisers. 

(4) Use of trade marks. 

Assistant Controller - (1) Purchase of Rupee 
share s. 

(2) Holding of Rupee 
share s . 

(3) Acquisit ion/disposal 
of immovable properties. 

(4) Declaration of 
'immovable propertie s. 

The Deputy Controllers and the Assistant Controller 

may independently examine and put up the cases to 

the Additional Controller exceptinq that cases 

re lat ing to purchase and holding of Rupee shares 

may be put up by the Assistant Controller to the 

Deputy Controller II. 



13.22 We recommend that -

(1) The entire staff strength of the 
Foreign Comnanies Section may be 
allowed to continue for a further 
period of two years (i.e. upto 
31st December 1977); 

(2) One post o~ Deouty Controller may 
be sanctioned on an'ad hoc basis 
till the end of December 1977; and 

(3) A review of the F6reign Companies 
Section may be undertaken in 
December 1977. 
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CH!'.PTER XIV 

PERSPECTIVE 

14.1 The Exchange Control Department is inherently 

a dynamic organisation. 

Introduction 

The objectives and mechanisms 

of its working have 

to be modified 

along with the changes in the availability of 

exchange resources, pattern of economic growth; 

political 8nd social outlook ~nd the emerging 

world order. It, therefore, faces many new 

challenges in the process. In order to fulfil the 

tasks dnd responsibilities, the Department should 

be flexible and pragmatic in its approach. 

14.2 The Study Team has~ within its limited 

time and capacity, examined some aspects of the 

work and made 
Study by 
o & 1'1. Division several 

recommendations. 

The impact of the proposed procedural and 

organisational changes cannot perhaps be assessed 

too suddenly. If thu recommendations are found 

acceptable, the reorganised system may be allowed 

to work for ~ period of two years. It is 
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anticipated that the rcsul~s will be fully reflected 

during this period. Where the changGs prove useful, 

they may be retained and where they do not, the 

relative procedures should be discarded or modified. 

The Tlam, therefore, suggests that the working of 

the Department may be reviewed by the Organisation & 

Methods Division after a couple of years for the 

purpose of this assessment. 

14.3 The recommendations regarding additional 

staff requirements have been made (vide Chapter XII), 

Provision for 
extra Staff for 
Cont ingencie s 

keeping in view 

the normal flow 

of work in 

different ar82S. Soml Sections like Travel, P Form/ 

FIS, Students, P2rliamentary Questions, Non-resident, 

etc. face abnormal rush, from time to time, due to 

seasonal or other sudden factors. The affected 

Sections usually resort to overtime work to keep 

their work under control 2nd sometimes, they fail 

to do so despite overtime work. It is felt that 

the Department should have some flexible measures 

to meet such exigencies. The Banking Departments 

of the Bank are having floating staff and utilise 

• 
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them as a task force for the pressure-points. 

The Study Team recommends that on this analogy, 

a complement of floating staff (proportionate 

to the sanctioned strength of the Department) 

may be placed at the disposal of the Exchange 

Control Department. These staff members will 

be attached to the Administration,Division of 

Central Office and will be depaoyed, collectively 

and severally, according to the needs of the 

Regional Office or Central Office. 

14.4 This apart, the current work also gets 

dislocated on account of ad hoc items (like 

preparation of background papers in connection 

with any enquiries by Public Accounts Committee 

or any Special Commission). Whenever such items 

of work are required to be tnckled for a long 

period, the Department should be in a position 

to muster additional assistance in order to 

ensure that the normal work does not suffer. 

The Controller should have powers to create 

Special Sections, consisting of suitable number 

of Staff Officers and Clerks, for periods not 

exceeding three months subject to post facto 
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confirmati~n by the Department of Admini~tration and 

Personnel. As the Regional Managers have already 

been vested with such powers, there should not be 

any difficulty in extending the facility to the 

Controller also. 

14.5 It has been suggested thnt the Exports and 

Statistics Sections of the Bombay Regional Office 

should be suitably 
Special Cells 
for Clearance 
of Arrears 

restructured to 

ensure that work 

in these two major areas is carried out timely and 

properly. In view of the fact that some major 

procedural changes have been suggested and as both 

the Sections are presently having heavy arrears, 

it will be necessary to make separate arrangements 

for clearance of these arrears. If the work 

relating to the back period is mixed up with the 

current work, there will be unnecessnry confusion. 

In order to clear up the arrenrs, it is suggested 

that two Special Cells may be crented. The 

proposed complement of floating staff may straightway 

be posted to thEst Cells. In addition, the available 

Leave/Trainee Reserves and a few staff members, out 
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of th2 proposed sonction2d strength, may 11so be 

mobilised. It is, however, felt th?t the combined 

strength of these groups will not be sufficient 

to cl82r up the existing volume of ~rrenrs within 

2 reasan~bl~ time. Accordingly, some more staff 

m~y have to be provided, pur6ly on 2 temporary 

b~sis. for the proposed Cells. If it is not 

possible to provide any extra staff, long-term 

overtime work will be un~voidable. 

14.6 The proposed Special Cells may be placed 

un~~sr tho;;; charge of an Assistant/Deouty Controller. 

He should be given powers to close old- export cases 

upto d limit of Rs.10,OOO/- at his discretion, 

depending on the circumstances of each case. 

Similarly, he should have ?owers to by-pass 

compilation or processing of some d?ta relating to 

back periods where these are not directly needed 

far the Balance of Payments statistics. It is hoped 

that with the creotion of Special Cells under the 

charge of an Assist2nt/Deputy Controller with 

more 0dministr2tivG powers, the arre?rs of 

St8tistics 2nd Export Sections will be cleared in 

about six months' time. 
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14.7 In c~se this proposal is accepted, ~ portion 

of the sp?ce pr~sently occupied by the Exchange Control 

Department in the Mercantile B~nk Building may be allowed 

to remain under the possession of the Department for 

th~ same period cven after the Ritz Hotel Building is 

2llottl:d t8 the Exch2nge C·ontrol Department. 

14.8 As indicated elsewhere, revision of the 

Exchang~ Control ManuAl and Book of Instructions 

h~s b~com~ overdue. In view of the magnitude of this 

work, it will not be possible to assign this job to 

Revisi')n of 
Exchange Control 
Manual C"lnd Book 
of Instructions 

the regular staff 

of the Department. 

As in the past, a 

Specidl Section 

with one Assistant Contr~ller, two Exch~nge Control 

Offic8rs and a small contingent of su~portinQ staff 

may be set up in order to ensure th2t the revised 

editions ~f th~se bdsic publications arE m~Jc 

available to authorised de~lGrs, public anrl the 

staff of tho Department 2S early as possible. 

14.9 At ~rescnt, the Exch~nga Control Department 

du~s not h?ve any system of ~irect discussi8ns or 

exchange of views with representative organisations 
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(excepting Foreign Exch~ngc Dealers' Ass0ciation) 

Setting up of 
a Consultative 
Committee 

regarding various 

policies and 

procedures. 

Although the" policies and procedures arc evolved 

with considerable care, it is not always possible 

to anticipate whether any special difficulties 

would be caused to authorised dealers/airline/ 

shipping companies/travel agents, business firms/ 

companies or the general public by the prescribed 

requirements. It is, therefore, suggested that 

a forum may be organised for the purposo of having 

direct discussions with reprosentatives of 

Government Departments, Dopartments of the Bank 

and other concerned bodies from time to timG. 

Such an arrangement will be helpful for the 

Management to explain the ramifications of the 

various policies and procedures 8r t) cl~ar any 

doubts and at the same time," to h~ve a direct 

feedback frJm the concerned interests. The 

administr3tion of Exchange Control will have to 

be made quite flexible in order to ensure that the 

procedures do not become unnecessarily irksome 
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to the public. Trade Control, Customs ~nd many other 

service-oriented Departm6nts nre having advisory 

councils, consisting of offici~ls and non-officials. 

The Study Team considers that a Consultative Committee 

may be set up in the Central Exchange Contr')l De?artment 

on similar lines. The Committee may be headed by the 

Controller and may h?vG representatives from 

(1) Ministry of Finance (Department of 
Economic Affairs), 

(2) Import and Export Trnd8 Control 
o rg ani sat ion, 

(3) Customs, 

(4) Industrial Development Bank of India, 

(5) Export Credit & Guarantee Corporntion, 

(6) An Export Promotion Council (by rotation), 

(7) Foreign Exchange Dealers' Association, 

(8) Fer:leration of In'Han Chamber of Commerce, 

(9) Air Inriia, 

(10) Shipping Corporation or any 0thor 
Indian shipping comDany, 

(11) Travel Agents' Association, 

(12) Economic Department (Division 
of International Finance), 

(13) Department of Statistics, 

(14) Department of Banking Operations & Develorymcnt, 
and 

(15) Faculty of Economics of any IEarling University. 
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Th~ Deputy Controller holrling charge of th6 

Planning & Spacial Stu4ics Divisian will work as 

the Member-Secretary. 

14.10 In C~S0 there ~rG special problems relating 

to r:ny particul?r area (e.g. Ex')orts, Studies/ 

Training, etc.), the Committee may set up a Sub­

COQmittcG with co-option of members representing 

thp. particul~r interests. Normally, the Committee 

will holrl meetings once in a quarter. If, however, 

there are any significant developments, meetings 

can be convened even more frequently. 

14.11 Centralisation of work is to be avoided as 

far as possible. At present, quite a number of 

Centralisation 
to be avoided 

references are made 

to Government by 

Central Office 

and also by the Rugional Offices. Such references 

create lots of filu-work at both ends and cause 

unnecessary delay in disQosal of applications. This 

can be avoided if clear-cut guidelines are laid 

down for the purpose of administration of the 

existing policies. As far as possible, policy­

issues should be thrashed aut at the Government level 
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and individual cases decidEd by the Ban~. Even within 

the Bank, st~ps should b8 taken to delegate powers to 

the various levels of Offic~rs with adequat( safeguards. 

14.12 Under the existing procedure, the Heads of all 

Regional Offices ar~ having, more or less, identical 

pow[rs, irrespective of whether the concerned Officer 

is Joint, Deputy or an Assistant Controller. It is 

very necessary to give m~re powers to the Joint controllers. 

In that case, Central Office will get less references 

from th~ Calcutta and Bombay Regional Offices. 

14.13 In view of the various com~lexitics developing 

at different CGntrLs, it is suggested that Controller, 

Better Co-ordination 
with Rcqion~l Offices 

Additi~nal Controller 

or Joint Controller 

(Central Office) may periodically visit the Regional 

Offices. Such visits will help better a~preciation 

of the local problems. 

14.14 Central Office may als~ undertake occasional 

inspection of the Regional Offices, mainly with a view 

to overseeing whether the prescrib~d procedures are 

being prope~ly followed ~t the branch level. This system 

of inspGction will create an alertness in the minds of 

the opcr~tinq staff and also bring ~niformity in the 
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actual processing of applications. Since the objective 

of such inspections will be somewhat different, this 

may be undert~ken in addition to the periodical 

inspections by the Inspection Department of the 

Bank and audit by the Regional Audit Cells. 

14.15 In conclusion, we trust that our 

recommendations will be of some use in shaping the 

future of the Exchange Control Department. We 

suggest that the various recommendations in regard 

to rationalisation of procedures, reorgnnisation 

of the Department and sanction of additional staff 

may be taken up for examination as early as possible. 

We believe that with the implementation of the 

recommendations, the Dep?rtment will be able to 

extend faster service to the concerned interests 

and cre3te 3 better understanding in the community 

at large. 

H - (I 
t _. • , .r':7 Q...~1-,-I 

(H.P~ag ChOWdhury) 

lL~L"> '" ),C~ 
(V. Subr8hmahyam) 

MEMBERS 

30th September 1975 
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