In the

Reserve Bank of India

Foreign Exchange Department
Ahmedabad-380009

HRAT Red I
facelr #ger e
37gHeraTe 380009

H 3ufEud/Present
3T FAR fAH /Ajay Kumar Misra
HET gaeih/General Manager

festier: 15 ST 2016/ June 15, 2016
JELE F: 5491/8).0.378:58/2015-16
CEFA.CO.ID.5491/C.A.No. AHM- 58 /2015-16
Y0
A.37coies pead .fel. / M/s  Atlantic Footcare Pvt. Itd.
516,[Afg AT TG, FHeIRAT 37Ths & JTH, HHIET, JgHCIEIG
516,Sidhhi Vinayak Tower Nr. Kataria Arcade, Makarba,Ahmedabad-
380051
ISR/ Gujarat

(3mae=) (Applicant)

faeelr o1 getr ifafags |, 1999 & aRT 15(1) TUT 38K A qATC
T fafHA/ATH AT GaRT Yeod iSRRI T YT Hld
gU, # Tg JHCRr TR Rr € :

In exercise of the powers conferred under Section 15(1) of the Foreign
Exchange Management Act, 1999 and the Regulations /Rules/
Notifications / Orders made there under, | pass the following order:
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31T¢er Order

3Mdcsh cart facel #er geer afafags 1999 (&N & gaeu=r qur
36 Haed I RAfagAr & aed fGars 20 W&y , 2016 &
HIECISIT & desT fear & | e & fAefaf@d bar eoosr &
HIFGISIT &1 3rdesT f&ar 8: (i) 3deer Fusll # goir faaer & fou fage
3as faer & gaar fageh wewer fAfr & 30 &t & ag & aur
(i) 9T Rod 9% 1 sfFafc R & Aded & gaar uwq
THASIARIR & 3fdes Afy & 30 &t & g ¢ar , (i) FuiRa e
¥ g R @ T W F Reia(v) Red dF # sEfy F Re
gred T A ariltg & 180 et fr Ui safar @ wv sfaRea
Y @1 aradr A fae; FUr ARl Hor ydY (ART & SR & Ao
cafedd gary Sias{fd & 3{eRur 3r¥ar faeie) fafaaaraer, 2000 (3 #g,
2000 Fr HFFTAT . HAT.20/2000-3RE) 8% a6 Ffw#Amast 20 F
T A Fafda] & egEr 1 & Ranrd 9(1)(w), 9(1)(&) aur RmEms 8
& YITHTAT T ool |

The applicant has filed compounding application dated February 20,
2016 for compounding of contraventions of the provisions of the Foreign
Exchange Management Act, 1999 (the FEMA) and the regulations issued
there under. The contraventions sought to be compounded are (i) delay in
reporting receipt of foreign inward remittance towards subscription to
equity (ii) delay in submission of Form FC-GPR to the Reserve Bank after
issue of shares to a person resident outside India and (iii) delay in
allotment of shares beyond stipulated period and (iv) delay in refund of
excess amount after the stipulated 180 days without RBI’s permission in
terms of paragraphs 9(1)(A), 9(1)(B) and Paragraph 8 respectively, of

Schedule 1 to Foreign Exchange Management (Transfer or Issue of
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Security by a Person Resident Outside India) Regulations, 2000 notified,
vide Notificaton No. FEMA 20/2000-RB dated 3™ May 2000 and as
amended from time to time (hereinafter referred to as Notification No.
FEMA 20/2000-RB).

2. YOT o Y d2d 39 IaK ¢
e HTer fAETH, 1956 & 3l featir 31 fe@ssx 2013 @i
fAeTfAd g5 U1 T§ Sl FedW A & AT gty Hr afafafeat
H dfered g1 3Mdge uer F facel el qarr Taarfod #ART &
Iqfid OR 3k TR 1.72,35,837/- W §F TUT 3% fAFAGER
AR Rerd d% a R R s/ |

The relevant facts of the case are as follows: The applicant company was
incorporated on December 31, 2013, under the provisions of the
Companies Act, 1956 and is engaged in carrying on business of
manufacturing of footwear soles The applicant company has received total
four inflows amounting to Rs.72,35,837/- from Foreign investor under
automatic route and reported the same to Reserve Bank of India as

indicated below:

RfeaTae 20/2000 -3 Reid 3 A 1 ITEA 1 F R 9(1)(T) -
e fagwor e gaar aRdr Red 36 A & 7f)- sedaa gr@r =

Para 9(1) (A) — Schedule 1 of Notification No. FEMA 20/2000-RB dated
May 3, 2000 — Contravention Detected:

(arfd=®T 1)  (Table -1)
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w4 | el @3 amaw Ay | R F9Al g@NT | TR ganr | 30 R sz Rew
@: | Remitter Date of e (3) | &% # | Rod & | @ goar a9 &
receipt e .
N " | mountor | T AW g R A1 .
o mount o
foreign fafr #1 fafa Days d_elay
inward Date of Date of eXCIUd.'Sg d ti £
remittance | reporting to | reporting prescri *e Ime o
(Rs) AD bank by | by AD 30 days
company bank to
RBI
1 AF Group INC(USA) | 17-02-2015 12,38,069 | 17-10-2015 | 05-01-2016 | 212
2 AF Group INC(USA) | 09-04-2015 18,65,506 | 17-10-2015 | 05-01-2016 | 161
3 AF Group INC(USA) | 06-05-2015 19,08,409 | 17-10-2015 | 05-01-2016 | 134
4 AF Group INC(USA) | 21-07-2015 | 22,23,853 | 17-10-2015 | 05-01-2016 | 58
Total 72,35,837

* 9(1)(v) & 3 faeilg &1 0T FRa TAT 3dh AR A T 3 dF o RAE == & [y
WA R d& & Raiféer fr /Y a@r =

*For calculation of days of delay under 9(1)(A) reporting to AD bank has been taken as
reporting to RBI.

ARy &uelt o Fef IR 3w AR 72.35 o (372,35,837) &r
Wit &I 9RAT Refd de o Faar & | 3 Fafl 3rash ARy gaor
T e, S For ARY 272,35,837/-4, 4 58 ¥ 212 AT & faeiw
¥ & Y | SafE fafagaradh 20 & A5y 1 & 90 9(1)(Q) & wraumEr
& ITHN 3Tdeh RN &1 Foalr e [afy & 30 Al & 3y wRd
Rord & a6 3ah g &

The applicant reported the receipt of four inward remittances, amounting
to total of Rs.72.35 lakh (Rs.72,35,837/-) to the Ahmedabad Regional
Office of the Reserve Bank of India. All the four inflows amounting
Rs.72,35,837/-were reported with the delay ranging from 58 to 212 days.
Whereas, in terms of paragraph 9(1) (A) of Schedule 1 to Notification No.

FEMA 20/2000-RB, an Indian company issuing shares or convertible
4
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debentures in accordance with these Regulations should report to the

Reserve Bank of India as per the prescribed procedure not later than 30

days from the date of receipt of the amount of consideration.

3. 3desh o sfFafc R Imefed fhu dur AEARER ThasdLm

FIST I |

The applicant allotted equity shares and filed FC-GPRs as stated below:

fafegamaeh 20/2000 -3t et 3 A 2000 #r werE 1 K

9(1)(sft) - IooEasT T AT |

Para 9(1) (B) — Schedule 1 of Notification No. FEMA 20/2000-RB dated

May3, 2000 —Contravention detected:

(afaT 2) (Table -2)

w | feh f@es @ s o I Fr A R T | WrASF qarT | v dF g@nr | 30 T
At A Sl ﬁmountROf FAA ([ HdFHR [ ReEddF #| SEw
= wenr | eSS B | ewdeidir | eedieidon | R &
Sr Name of the No of Date of T yE&ad gEdd &t &Y
No Foreian | t shares issue of 2 e .
orelgn fnvestor issued shares & H #r fafy wear
e Date of Days
submission delay
sD:lt)?r:i’;sion of FC-GPR | excluding
of FC-GPR by AD to prescribe
by RBI d time of
company to 30 days
AD
1 AF Group INC 7,00,000 70,00,000 | 07/10/2015 | 12/02/2016 | 17/02/2016 | 98 Days
Grand
Total

*9(1)(@) F 3Tl Aeid A AT T THT IaF A H T F dF FF NAE w7 [/

HRAT Red d% @ Raiféer & Afy #@em =

*For calculation of days of delay under 9(1)(B) reporting to AD bank has been taken as

reporting to RBI.
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4 3RS difeldr & FTOse g b 3des of €70,00,000/- TFY &1 T
THENNIR Bgel fhar| W 9& THASTNNR 98 et & (3 Afgar 9
feaat ) foaoie & 30 el 6 @ag @#r & s ARdAT Rod dF &
Wigel ThaT | fafrATEe 20 & 3egeEr 1 & 3T 9(1)(3) & grawret &
AR HRAT R d& & rhdehdiam fagel fadees @ 9aw
dreddiva/ WETE & 3aed S Afy & 30 G & 3eX B e
glan ¢ |

As indicated in the table above the applicant has filed one form FC-GPR
amounting to Rs.70,00,000/-with the delay
prescribed timeline of 30 days. Whereas, in terms of paragraph 9(1) (B) of
Schedule 1 to Notification No. FEMA 20/2000-RB, an Indian company

issuing shares in accordance with these Regulations has to submit to the

of 98 days beyond the

Reserve Bank of India a report in form FC-GPR, along with documents
prescribed therein, within 30 days from the date of issue of shares to the

overseas investor.

fafaeramae 20/2000 -3t Reww 3 #E 2000 #r reqq 1 W 8 -
Sodys 9IAT I4T]

Contravention under Para 8 of Schedule | of FEMA notification

20/2000- RB dated May 3, 2000. Contravention detected.

The details of the contravention is tabulated below: (Table -3)
Delay in issue of Shares beyond 180 days

FATF | Qe Fauw smafead | 3mas A | 3mas waft | O s 180 faa Bz e
Sr T AH ot & | Date of A dY ¥ feat &r gEar
No. | |nvestor . receipt of Amount( IGIE ] /Days delay

ae remittance | Rs.) Date of excluding

No of Allotment | prescribed time of

Shares 180 days.

issued
1 AF Group 7,00,000 | 17/02/2015 70,00,000 | 07/10/2015 52 Days

INC.(USA)
Total 70,00,000
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gTelifeh 3Mdeeh et o faeel fAders & o AR grod § 72,35,837/- &
T %70,00,000/-% fow =Rt IR fopar & 3 [uRa @&r & 180 et
& d1¢ 52 Al (er1819n)1.7 HEr & faold & fohar arm|

SHE Ear Tg T § A AR Rerd dd fr oaewfa fow fer
39gFT gred TR %2,35,837/- gUA R wiftd f adrg & 180 fawt
1 AR @ @ @ faRked AR Hr a7 feiw g3l seih
fafzarae 20 & sy 1 & W 8 & IAYUHl F IFAR TR MW
180 et & 3ieX 3mafed wgr fhw o1 &@F @ urcg Wit & Az @t
aIftE fRar ST 8T § ARAg Red §& 999 &Rl & g9 |, 39
T H 3Tdcs 9ed gl @), 180 feal & arg o Uiy ity = o
Al & Hhar § | Rfagarael 20 & 8w 8 F wrawer 7 fegEen
FE&AT AT 170/2007-37RST feAier 13 daFeRk 2007 & FATeT fhar aw=m
S8 URd WER & AfORIRG Toc A YRAd fhar am sas
AR THEBMEIR 20 feaien fe@eaR 14, 2007 & W1 5 F HTER
S gantor & 180 foet i g § T R SR 16T fhe arv § 3AH
Ul NI TS dF & ATEIH § HRAT Rad % & &g s &,
faEqa ®Rolt afgd, ARTT qag @A & e AW e /e arfad
el H AT F A fARISe IegAle & fav e nfEd 1 osw
YN Ul o AT 20/ 2000 IR 3 HS, 2000 feAihe v rferegE=m
T T 1 F 8 F NG I gU graulR Seewa R &
3HH! Jecidsl @ AR k70,00 000/-74T 32,35,837/-.

It is observed that the shares were allotted on date indicated in above
table -3 for the consideration amount of ¥70,00,000/-with the delay of 52
days beyond stipulated period of 180 days. Although the company has
issued shares for Rs.70,00,000/- out of total consideration amount of

Rs.72,35,837/- received. Excess Rs. 2,35,837/- were refunded with the
7



FED, Ahmedabad: CEFA.CO.ID.5491 /C.A. No. AFIM -58 12015-16 : MJs Atiantc Foot care Put. Lt
delay of 46 days beyond stipulated period of 180 days without Reserve
Bank’s permission. Whereas, in terms of Para 8 of Schedule 1 to
Notification No. FEMA 20/2000-RB, if the shares are not issued within 180
days from the date of receipt of the inward remittance, the amount of
consideration so received shall be refunded to the person concerned,
provided the Reserve Bank may, on an application made to it and for
sufficient reasons permit to refund the amount of consideration received
towards issue of security, if such amount is outstanding beyond a period
of 180 days from the date of receipt. The amendment in paragraph 8 of
Schedule 1 to Notification No. FEMA 20/2000-RB was introduced by
issue of Foreign Exchange Management (Transfer or Issue of Security by
A Person Resident outside India) (Third Amendment) Regulations, 2007
notified vide, Notification No. FEMA 170/2007-RB dated 13™ November,
2007 in the official Gazette of the Government of India. Further in terms of
paragraph 5 of AP(Dir series) Circular No.20 dated December 14, 2007, in
all cases where, as on November 28, 2007, 180 days have elapsed since
receipt of funds and the equity instruments have not been issued, the
companies are required to approach the Foreign Exchange Department
of the Regional Office concerned of the Reserve Bank through their AD
Category-1 bank with a definite action plan weather for allotment of equity
instruments or for refund of the advance, with full details, for specific
approval. Thus the company stands to contravene the provisions
stipulated in Paragraph 8 of Schedule 1 to Notification No. FEMA 20/2000-
RB dated May 3, 2000 .

5. 3Mdgeh HI gAR UF HEIT UHs.378.3816 /01.07.06(B) 2015-16 feaish
07 o 2016 E@RT 3(9eT 3MTdesT & FHAYA & cafaderd d & aur anedf
CaRT W& A & U chfdderd goAars & v Ueh aax fear @ |
hidceled FoAdis & foIv 3mdesh & IR & T 14 ST 2016
ek HUAT & AU A dReT MU T qU HET SRS
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FRET, edifed Feax A AN RIG, vews dur A Gdg &
AR A Uidfaftcd fRar | 3mdce o 3WIFd Seddell &l THR
fopar qur 37 aRTEATAT 7 fad=ier &1 [Seteh RO Yiharcas I gl
& faeis gaml THSI3TS Flelst 3T & aR F 3raretar, §Feag iR d<d
Aot oo A fawerdr, 3nfE HROT A1 | SAgse Raiféer 7 & a7gr H
IS Y AT Tk TAUWOT HR FCGPRs & o &1 &AM & T 3y
forar| 3ege 3t & Seowal & faw AR & fav ey fRar |9
3Tel HTdead & HEY H Hur3fsdr TfRRT & fordr o feem / amcer &
TAHR el Al IR § |

The applicant was given an opportunity for personal hearing vide our letter
FE.AH. No0.3816/01.07.06(B) 2015-16 dated June 07,2016 for further
submission in person and /or producing documents, if any, in support of
the application. The applicant appeared for the personal hearing on June
14, 2016 during which Mr. Saurabh Shodhan, Director and CEO of Atlantic
foot care, Shri Manish Shinde, Manager and Shri Jitendra Dave,
Accountant, represented the applicant. They admitted to the
contraventions for which compounding has been sought and stated that
the delay was caused due to lack of knowledge on the part of the
promoter about the reporting requirements under FEMA as they admitted
that they were not aware of such mandatory requirements but had no
wilful intention to avoid to timely filling of form Annexure-ii and FC-GPR
and requested to consider it positively. They are willing to accept any
direction/ order of the Compounding authority in connection with their

compounding application.

6. 3dcH & YA garT W i 75 fF IRFa R A
¢Ed gV 3Mdee & fAUe # 3eR fSehIvr 3T=lrar el 3d: Hredifsar
3deel W JTdesT & HIY TUT 38k Sl hidcdld GoAdrs & GRieT
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3MdeH AT 30 Wedt H fhv 90 3wy grareh 3R gegfaar 7 R
ITT TISEHIUT & YR W IR fhar Sr wr g |

The representative of the applicant requested that in view of the foregoing,
a lenient view may be taken in disposal of the application. The application
for compounding is, therefore, being considered on the basis of the
averments made in the application as well as other documents and
submissions made in this context by the applicant during personal hearing

and thereafter.

oS

7. #Ha GFATd Gorars & SR iR 3HS §le 3desh &arT fdesT T
ydd RrS, gFdEdell W eamas far fmar g1 3 W fasey &
3TER 3Mdcsh o BAT & Ae=Ifaf@d waenel a1 Sedee fhar g |

| have given my careful consideration to the documents on record and
submission made by the applicant during the personal hearing and
thereafter. Accordingly, | hold that the applicant has contravened the

following FEMA provisions issued in terms of:

37) RfagamEe 20/2000 -3 Rew 3 #§ 2000 1 AR 1 F
o9

(1) (T) T Ieeasd

3 e & W 2 A feaf@d facl Hqar & gEgwor i fafy & 30
feat & s 3maw I FF AR Reg d§& & Rafer T
fafazaAEel 20 H g 1 & W1 9(1) (V) & Iooud | 39
Jeotsl & U For FFEIwoT ARY 72.35 M@ (372,35,837/-) H ¥
Joogd U 272,.35 @ (372,35,837/-)elr =Y & Tar 30 oA &Hr
39 & a1g faea $r 3afy 58 & 212 e &1 o =7 g

10
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a) Paragraph 9(1)(A) of Schedule 1 to Notification No.FEMA

20/2000- RB dated May 3, 2000 due to delay in reporting of receipt of
foreign inward remittances towards shares as detailed in paragraph 2
above. The contravention relates to ¥72.35 lakh(%72,35,837/-) with
delay ranging from 58 to 212 days beyond the stipulated time of 30
days.

) RfagarEe 20/2000 -3 s 3 #E 2000 F gyt 1 R 9

() F1 Iedus

H Y & N7 3 F 3eafed IR &F ndea Hr Afy F 30 A
& d¢ THARHRR & ARG Rea d6 & Rafér T
fafegamael 20 & g 1 & WU 9(1)&) F oo | FH
3eaded o [oT 3ecgd TR 270.00 lakh (370,00,000/-)el aft & a2r
facier r 3rafer 98 &=t hr AR =T § |

Paragraph 9(1)(B) of Schedule 1 of FEMA Notification FEMA
20/2000 — RB dated May 3, 2000 due to delay in submission of form
FC-GPR, after issue of shares to persons resident outside India as
detailed in paragraph 3 above. The amount involved is ¥ 70.00 lakh
(%70,00,000/-) and the delay is for 98 days approximately.

F) fafagamae 20/2000 -3 featF 3 7§ 2000 #Hr rqHar 1 WU 8
HT Jodded
3T WETh ITEN PR & Jeee A FeRa 180 fGar & s
et &1 [Jed & FRUT 3odgd | 39 3oddd & [T 3eogsd TRY
270.00 lakh (270,00,000/-)elr =Y & dar faea $ir @i 52 fear $ir
AT =AY ¢ |

11
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Paragraph 8 of Schedule | of FEMA Notification FEMA 20/2000-
RB dated May 3, 2000 due to delay in allotment of shares beyond
stipulated period of 180 days from date of receipts detailed in paragraph
above . The amount involved is ¥70.00 lakh (%70,00,000/-) and the

delay is for 52 days approximately.

5) fafag@mael 20/2000 -3t i 3 #$ i Iqyeh 1 &I 8
HT Jodded
3RFd WG Hgar Rod % &1 sepaAfa & Far  grea ol
T afr@ ¥ 180 fear i eI @fer & w afaRea afr &
agdr H [9ed & FRUT Jeddd| 39 3eddd & T Seoded A
22.35 lakh (%2,35,837/-)elr T § dur Ao« $ir @™ 46 A $r
AT =AY g |

Paragraph 8 of Schedule | of FEMA NotificationFEMA20/2000- RB
dated May 3, 2000 due to delay in refund of excess amount beyond
stipulated period of 180 days from date of receipts without Reserve
Bank’s permission as detailed in paragraph above. The amount involved

is %2.35 lakh (%2,35,837/-) and the delay is for 46 days approximately.

8.%AT T URT 13 & 3HIER, fohell off xfdd cary Mz & fdr
WU HT Seoltid el W T8 ehfFd Seoitied TR AT el I TfRY
deh & &3 N 9T g | W TG T & HUR R JAT IRIETS
oot I ALAS WA ?ﬁmﬁﬁﬁwmmﬁaﬁm‘aéam
SEH TEAC § I 8.79,509/-(3.3A0 gIR dra | A AE) F &5 T
& HIGS! A QU & & fow gdied gram |

In terms of Section 13 of the FEMA, any person contravening any

provision of the Act shall be liable to a penalty up to thrice the sum

12



FED, Ahmedabad: CEFA.CO.ID.5491 /C.A. No. AFIM -58 12015-16 : Ms Atiantic Foot care Pvt, Ltd.
involved in such contravention upon adjudication. However, taking into
account the relevant facts and circumstances of the case as stated in the
foregoing paragraphs, | am persuaded to take a lenient view on the
amount for which the contraventions are to be compounded and | consider
that an amount of % 79,509/-(Rupees seventy nine thousand, five hundred,

nine only) will meet the ends of justice.

9. deagER, # IW =&l U T TN &% IUR W TUT Hdeesh GarT Ig
A W RAfagemadh 20 & dFga 1 F R 9 (1) (@, 9 (1)@E
IR T 8 &1 Ioowd g3 g dg 3JcodUed HFUBUS Hldl ‘éfa%ﬁ £
3Mdee ey TAfy & 15 i & 31X "Rog dF 3% sfEar & ge7 #,
3EgHCIEIG H ¢ %.79,509/-(3. 3410 goIR dig &t #At &) & fer &
us f3As ge wRAT Red d, faceh Har fasrmr, araeer <,
3MHH US, HEACEE-380 009 T SAT | 3T 3 & iR
IEdifSar TR ST o el for Ut &, faeRh #ger (Fusfser miafs)
foATael, 3 #2000 & ﬁl’&ﬂmﬂﬂléﬁfl

Accordingly, | compound the admitted contraventions, namely
contravention of paragraph 9(1) (A), 9(1) (B) and paragraph 8 of Schedule
1 to Notification No. FEMA 20/2000-RB dated May 03, 2000, by the
applicant, on the facts discussed above in terms of the Foreign Exchange
(Compounding Proceedings) Rules, 2000 on payment of an amount of
% 79,509/-(Rupees seventy nine thousand, five hundred, nine only) which
shall be deposited by the applicant with the Reserve Bank of India,
Foreign Exchange Department, La-Gajjar Chambers, Ashram Road,
Ahmedabad — 380 009 by a demand draft drawn in favour of the “Reserve
Bank of India” and payable at Ahmedabad within a period of 15 days from
the date of this order. In case of failure to deposit the compounded

amount within the above mentioned period, Rule 10 of the Foreign

13
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Exchange (Compounding Proceedings) Rules, 2000 dated May 3, 2000
shall apply.

3MdesT dedar fauerr am:r |
The application is disposed of accordingly.

fesis 15 June, 2016 &I SIRY
Dated the 15" day of June, 2016.

Sd/-

(371 FAR A /Ajay Kumar Misra)
Hal 9d-4ah/General Manager
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