JOINT/SELECT COMMITTEE
REPORTS OF LEGISLATIVE
ASSEMBLY -1947

The Foreign Exchange
Regulations Bill



I. List of Reports of 3elect Committea .
esented to the slative em
gi §§§ Endisn ng slature in Y

3.No. Short title Date of Date of
of the Bill., presen~- publice-
tation. tion.
1., The Indien Nevy (Discipline) -
{(Amendment) Bill. 3.2,1947. 15.2.1947
2. The Motor Vehicles (Amend- "
ment) Bill. 3.2.1947. 15.2.1947
3. The Motor Vehiclea(Second
Amendment) Bill. 3.2.1947. 15.2.1947
4. The Foreign Exchange
- Regulation Bill. 3.2.1947. 15.2.1947
5. The Induatrisl Disputes Bill. 3.J§®47. 15.2,1947
6. The Railways (Transport of’
Goods) Bill. . 17.2.1947. 1‘3'1947f
7. The Banking Companies Bill. 17.2.1947. 1.3.1947
8. The Indian Trede Unionsg
(Amendment) Bill. 26.2.1947. 5.4.1947
9. The Inasurance (Second ;
ABIendment) Bil1l. 5.3.1947. 15.3.1947
10. The Delhi and Ajmer-Merwsra
Rent Control Bill. 12.3.1947. 22.3.1947
1l. The Imports and Exportis 5
(Control) Bill. 12.3.1947. 22.3.19475
12. The Income-tex and Excess- J
Profits Tsx (Amendment)Bill. 18.3.1947. 29.3.1947.
13. The Buainess Profits Tex' é
+%4. The Rubber (Production and™ :
Merketing) Bill. 1.4.1947. 12.4.1947
15. The Control of Shipping Bill. 1.4.1947. 12.4. 1947}
16, The Cepital Issues (Continue- ‘ +
ance of Control) Bill. 7.4.1947. 12.4.1947?

P.T.0.i



S.No, Short title Date of Date of
of the Bill. presenta- publice-
tion. tion.

17, The Taxation on Income
(Investization Commission)
Billo 7- 4.19470 190 4.19

II. [List of Reports of Selact Committees
Pregented to the X Constituent
sgembly of indlas (Legislative
247,

l. The Delhi and Ajmer-Merwaras ‘
Rent Control (Amendment) Bill. 1’1947. 13.12.1¢

2. The Delhi Premises (Requisi-
tion and Bviction) Bill. 1.12.1947. 13.12.1¢

3. The Extra-Provincisl Juria- 2
diction Bill. 6.12.1947, 13012.l£§

52

a3

[ 20 B S AR N )

Goeveccecool



LEGISLATIVE ASSEMBLY
Report of the Select Commitiee on the Foreign Exchange Regulation Bill, 1946

We, the undersigned, members of the Select Committee to which the Bill to
regulate certain payments, dealings in foreign exchange and securities and the import
and export of currency and bullion was referred, have considered the Bill and have
n}:)w the honour to submit this our Report, with the Bill as amended by us annexed
thereto.

Transactions in foreign exchange are at present regulated under the Emergency
Provisions (Continuance) Ordinance, 1946. Under the relevant provisions continued
by that Ordinance exemptions in respect of transactions within the so-called ‘ster-
ling area ”’ have been given by means of a definition of that expression. A similar
method has been adopted in the Exchange Control Act, 19486, recently enacted by
Parliament, in which a Schedule of * scheduled territories '’ has been included.
The present Bill contains no such Schedule , but has provision for the making of the
necessary exemptions by .exeocutive order. We considered the question of recasting
the Bill to introduce such a Schedule but have decided against that course.

Throughout the Bill we make one formal change. In the Bill as introduced it
referred to ‘‘general or special permissjon ” in some places and merely to ‘‘permission’’
in others. For the sake of uniformity we have adopted the former expression in all
cases, unless the context clearly refers to an ad hoc permission. We also propose
some formal changes in addition to those on which we comment below.

Clause 1.—While we appreciate that the regulation of dealings in foreign exchange
will be necessary for some years to come, we do not consider that the Bill should pur-
port to be a permanent measure. We therefore propose a duration clause of five years
in the first instance, giving power to Government to extend that period by a further
period not exceeding three years.

Clause 2.—We amend the definition of gold to make it clear that the Bill will

eXtend to gold in any form.

Clause 5.—This Bill will have certain personal extra-territorial application, and
we think that the persons concerned who are earning a livelihood in a foreign country
should be freed from even a technical liability under the Bill when they spend foreign
ourrency which they have earned abroad.

Clause 8.—The mischief of sub-clause (2) may be avoidod if the export of
jewellery and precious stones is not controlled, and we propose an addition to the
sub.clause acocordingly.

Clause 11.—We consider that the powers taken in the Bill are rather too wide
and we propose limiting them to first dealings in imported gold and silver.

Clause 16 —Government’s powers under this clavte should Le cxpiessed as being
exercised for the purpose of strengthening its caclange ycsifion rather than its
Jinamcsal position generally, and we propose an amendment accordingly.

Clause 18 (2).—We consider that the regulation of loans to foreign companie
should be extended to cover loans to foreign individuals.

Clouse 19 (3).—We think that powers of entry, search and seizure should not b
conferred on police officers below the rank of sub-inspector.

Clause 21.—We insert a provision to make it clear that tke yestricticns cn nego-
tiability which may be impcsed under the Bill do not sffect the status of Bille
of exchange or promissory notes as such. Similer provision occcurs in the Act of
Parliament.

Clause 22.—We consider the concluding words tco drastic inasmuch as they cover

ulso the inadvertent and Lofia fide error, and propcse a medification acccidingly.
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Clause 23.—To sub-clause (1) we give power to the Courts to order the confis-
cation of property in respect of which offences have been committed. If the burden
of proof is under clause 24 to be thrown on the accused, we consider that it should be
made absolutely clear that before a prosecution is launched the accused should have
been given an opportunity of showing that he had the required permission. We add
a proviso in this sense to sub-clause (2). We also add the normal provision dealing
with offences committed by corporaie bodies. ’

2. The Bill was published in the Gazette of India,Part V, dated 9th November,
1946.

3. We think that the Bill has not been so altered as to require re-publication, and
we recommend that it be passed as now amended.

JOGENDRA NATH MANDAL.
LIAQUAT ALI KHAN,

K. G. AMBEGAONKAR.

H. D. CAYLEY.

ZIAUDDIN AHMED.
MOHAMMAD YAMIN KHAN.
GEOFFREY W. TYSON.

P. J. GRIFFITHS. :
*COWASJEE JEHANGIR.
MANU SUBEDAR.

P. B. GOLE.

8. VENKATASUBBA REDDIAR.
D. P. KARMARKAR.

SATYA NARAYAN SINHA.

N. G. RANGA.

MINUTE OF DISSENT

In the Statement of Objects and Reasons it was explained that the Bill embodies
the financial provisions of the Defence of India Rules relating to exehange control
with certain modifications and amendments which experience over the past six years
has shown to be desirable in the interests of clarity and effectiveness. But it will be
noticed that the Bill makes a definite change in the Defence of India Rules in a8 much
as the so-called sterling area has been included in the Bill while it was expressty e¢xo'u-
ded fromthe Rules. Asexplained in thesecond para. of the Select Committee’s Roport
the Select Committee considered the advisability of excluding the sterling area by pro-
viding for a Schedule of ‘‘scheduled territories”. Ifthishad been done,the Bill would
have correctly represented the present irtentions of Government. The Billas it stands
doeg not do so. Along with the Schedule there would have been a provision where by
Government would have had the power to change the schedule, without uotice, when-
ever they thought the interest of the country so demanded. | As the Bill si>uds, the
intentions of Government will have to be carried out by executive order. I do mot

consider this a satisfactory method of legislation. 0
COWASJEE JEHANGIR,
Nzw Dzrm, 1

The 3rd February, 1947. f
*Subject to & minute of dissunt.



(BILL As AMENDED BY THE SELmoT COMMITTER.)

(Words underlined or sidelined indicate the amend-
menis suggested by the Commiltee ; asterssks
indicate omissions.)

BILL

to regulate certain payments, dealings in foreign
ezchange and securities and theimport and exportof
currency and bullion.’

WHERRAS it is expedient in the economic and finan-
olal interests of India to provide for the regulation of
ocertain payments, dealings in foreign exchange and
seourities and the import and export of currency and
bullion ;

1t is hereby enacted as follows :—

1. (1) This Act may be called the Foreign Ex- Shart title,
ohange Regulation Act, 1947. extent,

(2) It extends to the whole of British India, and ment m
applies also to British subjects and servants of the duration..
rown in any part of India, and to British subjects who
are domiciled in any part of India wherever they
may be.

»
(3) It shall come into force on such ? ate as the
Central Government may, by notificatic’y jn the official
Gazette, appoint in this behalf.

(4) It shall remain in foroe for five years only, but
the Central Government may, by notification in the offi-
oial Gazette, direct that it shall remain in force for a
further period not exceeding three years. ]

2. In this Act, unless there is anything repugnant Interpreta.
in the subject or context,— VLG TOPUGNADY {iom.

(a) ‘‘ authorised dealer’’ means a person for the
time being authorised under section 3 to deal in
foreign exchange;

(b) ‘ currency ’’ includes all coins, currency notes,
bank notes, postal notes, money orders, cheques, drafts,
traveller’s cheques, lettors of credit, bills of eachange
and promissory notes ;

(c) ‘f foreign currenoy '’ means any currency other
than Indian currency ;

(@) **foreign exchange '’ means foreign currency
and includes all deposits, credits and balances payable
in any foreign ocurrency, and any drafts, travellers’
cheques, letters of credit and bills of exchange,expressed
or drawn in Indian currency but payable in any foreign
ourrenoy ; \
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(e) *‘foreign seourity '’ means any security issued
- elsewhere than in India, and any security the principal
of orinterest on which is payable in any foreign ourrency
or elsewhere than in India ;
(f) ““gold’’includes gold in the form of coin, whether
fegal tender or not, or in the form of bullion or ingot,
whether refined or not ;

(9) ““Indian currency’ means currency whichis
expressed or drawn in Indian rupees;

(k) ‘‘ownor ”’, in relation to any security, inoludes
any person who has power tosellor transferthesecurity,
or who has the eustody thereof or who receives, whether
on his own bshalf or on behalf of any other person,
dividends or interest, thereon, and who has any interest
therein, and in a case where any security is held om
any trust or dividends or interest thereon are paid into
a trust fund, also inoludes any trustée .or any person
entitled to enforoe the performance of the trust or to
revoke or vary, with or without the consent of any
other person, the trust or any terms thereof, or to
eontrol the investment of the trust moneys;

(¢) *‘presoribed *’ maans presoribed by rules made
under this Aot ; -

(7) ‘“ Rosorve Bank’’ means the Reserve Bank of
India; )

(k) ““sacurity '’ means shares, stocks, bonds, deben-
tures, dobenture stook and Government securities, as

defined in the Indian Seocurities Aot, 1920, X of 1920

deposit receipts in respect of doposits of securities, .and
units or sub-units of unit trusts, but does not -ifolude
bills of exchange or promissory notes other than Govern-
ment promissory notes ;

(2) ““silver’’ moans silver bullion or ingot, silver
sheets and plates which have undergonc no process of
manufacture subsequent to rolling and uncurrent gilver
ooin whioh is not legal tender in India or elsewhere;

(m) ““transfer "’ includes, in relationtoany seourity,
transfer by way of loan or security.

8.(I) The Reserve Bankmay, onapplication made
toit in this behalf, authorise any person to deal in
foreign exchange.

(2) An authorisation under this section—

(i) may authorise dealings in all foreign our-
rencios or may be restrioted to authorising dealings
in gpocified foreign ourrencies only;

(ii) may authorise transactions of all desorip®
tions in foreign ourrencies or may be restriocted to
authorising speoified transactions only ;

(i#) may be granted to be effective for a speoi-

fied period, or within specified amounts, and may
in all oases be revoked for reasons appearing to
it sufficient by the Reserve Bank.
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_(3) An authorised dealershallin all his dealingsin
foreign exohange comply with such general or special
directions or instructions as the Reserve Bank may from
time to time think fit to give, and, except with the pre-
vious permission of the Rescrve Bunk, an authorised
dealer shall not engage in any transaction involving any
foreign exchange which is not in conformity with the
terms of his authorisation under this section.

(4) An sutherised dealer shall, before undertaking
any transaotion in foreign exchange on behalf of any
person, require that person to make such declarations
and to give such information as will reasonably satisfy
him that the transaction will not involve, and is not
designed for the purpose of, any contravention or eva-
sion of the provisions of this Act or of any rules, direo-
tions or orders made thereunder, and where the said
person refuses to comply with any such requirement or
makes only unsatisfactory compliance therewith, the
authorised dealer shall refuse to undertake the trans.
aotion and shall, if he has reason to believe that any such
oontravention or evasion as aforesaid is contemplated
by the person, report the matter to the Reserve Bank.

4. (1) Except with the previous generalorspecial g, 4ristions on
permission of the Reserve Bank, no person other than dealing in foreign
an authorised dealer shall in British India, and no person exchange

resident in British India other than an authorised dealer

shall outside B;itish India, buy or borrow from, or

sell or lend to, or exchange with, any person not

being an authorised deader, any foreign exchange.

(2) Except with the previous general or special
permission of the Reserve Bank, no person whether
an authoriced dealer or othorwise, shall enter into
any transaction which provides for the conversion
of Indian ocurrency into foreign ourrency or * foreign
ourrency into Indian ourrency at rates of exohange
other than the rates for the time being authorised by
the Reserve Bank.

(3) Where any foreign exohange is acquired by any
person other than an authorised dealer for any partioular
purpose, or where any personbas been permitted ocondi-
tionally to acquire foreign exchange, the said person shall
not use the foreign exchange so aoquired otherwise than
for that purpose or, as the case may be, fail to comply
with any condition to which the permission granted to
him is subject, and where any foreign exchange so ac-
quired cannot be so used or, as the oase may be, the
conditions cannot bo complied with, the said person shall
without delay sell the foreign exchange to an authorised
dealer.

(4) Nothing in this section shall be deemed to pre-
vent a person from buying from any post office, in acoord-
ance with any law or rules made thereunder for the time
being in force, any foreign exchange in the form of postal
orders or money orders.
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8. (1) Bave as may be provided in and in accordance
with any general or special exemption from the pro-
visions of this sub-section which may be granted condi-
tionally or unconditionally by the Reserve Bank, no

‘person in, or resident in, British India shall—

(4) make any payment to or for the oredit of
any person resident outside India ;

{(b) draw, issue or negotiate any bill of exchange
or promissory note or acknowledge any debt, so
that a right (whether actual or contingent) to
receive a payment * * is created or transferred
in favour of any person resident outside India ;

(c) make any payment to or for the credit of
any person * * * by order or on behalf
of any person resident outside Indisa ;

(d) place any sum to the oredit of any person
resident outside India ;

(¢) make any payment to or for the ocredit of
any person * * * agoonsideration for or in
assooiation with—

(¢) the receipt by any person of a payment
or the acquisition by any person of property
outside India ; -

{(#1) tho oreation or transfer in favour of
any person of a right whether actual or oontin-
gent to receive a payment or acquire property
outside India ;

(f) draw, issue or negotiate any bill of exohn.nﬁe
or promissory note, transfer any seourity or aok-
nowledge any debt, so that a right (whether actual
or oontingent) to receive a payment * * is
created or transferrcd in favour of any, person
## ¥ 35 consideration for or in association with any
mattor reforred to in clause (e).

(2) Nothing in sub-section (1) shall render unlawful—

(a) the making of any payment already authorised,
either with foreign exchange obtained from an autho-
rised dealer under section 4 or with foreign exchange

retained by a person in pursuanoe of an authorisation
granted by the Reserve Bank;

(b) the making of any payment with
foreign exchange received by wag of salary
or payment for services not arising from business
in, or anything done while in, India.

(3) Nothing in this section shall restrict the doing
by any person of anything within the scope of any autho-
risation or exemption granted under this Aot.

(4) For the purposes of this section, *‘security
also includes coupons or warrants representing dividends
or interest and lifo or endowment nsuranoce policies.

8. () Where an exemption from the provisions of
section b is granted by the Reserve Bank in respect of
peyment of any sum to any person resident outeide
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India and the exemption is made subjeot to the condition
that the payment is made to a blocked account—

(¢) the payment shall be made to a blocked
aocoount in the name of that person in such manner
as tho Reserve Bank may by goneral or special order
direot ; and

(b) the orediting of that sum to that account
shall, to the extent of the sum credited, be a good
discharge to the person making the payment.

(?) No sum standing at the credit of a blocked ac-
count shall be drawn on except in accordance with
any general or special permission which may be granted
conditionally or otherwise by the Reserve Bank.

(3) In this section * blocked account” meansg
an account opened as a blocked account at any office
or branch in British India of a bank authorised in this
behalf by the Reserve Bank, or an account blocked,
whether before or after the commencement of this
Act, by order of the Reserve Bank.

7. (1) Where in the opinion of the Central Govern- gpecial
ment it is necessary or expedient to regulate payments aocounts
due to persons rosident in any territory, the
Central Government  may, by  notification
in the official Gazette, direct that such payments
or any class of such payments shall be made only into
an account (hereinafter referred to as a special account)
to be maintained for the purpose by the Reserve Bank
or} an suthorised dealer specially authorised by the
Reserve Bank in this behalf.

(2) The credit of a sum to a special account shall,
to the extent of the sum credited, be a good discharge
to the person’ making the payment :

Provided that where the liability of the person
making the payment is to make the payment in foreign
ourrency, the extent of the discharge shall be ascer-
tained by converting the amount paid into that cur-
rency at such rate of exchange as is for the time being
fixed or authorised by the Reserve Bank.

(3) The sum standing to the credit of any special
aocoount shall from time to time be applied—

(a) where any agreement is entered into be-
tween the Central Government and the Government
of the territory to which the aforesaid notification
relates for the regulation of payments between per-
sons regident in British India and in that territory, in
such manner as the Reserve Bank, having regard to

the provisions of such agreement, may direct, or

(b) where no such agreement is entered into,
for the purpose of paying wholly or partly, and in
such order of preference and at such times as the
Central Government may direct, debts due from the
persons resident in the said territory to persons
resident in British India or in such other territories
as the Central Government may by order speocify
in this behalf.
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Restrictions 8. (1) The Central Government may, by notification

:‘;‘P"" in the official Gazette, order that, subject to such ex:

dm emptions, if any, as may be contained in the notifica-

currency and 100, no person shall, except with the general or special

bullion permission of the Reserve Bank and on payment of
the fee, if any, presaribed bring or send into British
India any gold or silver or any currency notes or bank
notes or coin whether Indian or foreign. i

(2) No person shall, except with the general or
special permission of the Reserve Bank or the written
permission of a person authorised in this behalf by
the Reserve Bank, take or send out of British India
any gold, jewellery or precious stones, or Indian curreney
notes, bank notes or coin or foreign cxchange other
than foreign exchange obtained from an authorised
dealer.

{(3) The restrictions imposed by sub-sections (1)
and (2) shall bo deemed to have been imposed under
section 19 of the Sea Customs Act, 1878, VIII of 1878
without prejudice to the provisions of section 23
of this Act, and all the provisions of that Act shall ~
have effect accordingly.

uisition 9. The Central Government may, by notification
m"’w in the official Gazette, order every person i, or reei-
offoreign  dent in, British India—

exchangs (@) who owns such foreign exchange as may

be speocified in the notification, to offer i,
or cause it to be offered for sale * * * #* * “%. % %
to the Reserve Bank on behalf of the Central
Government or to such person as the Reserve
Bank may authorise for the purpose, at such

price as the Central Government may fix, being

a"“ﬁfﬁ?;iiﬁli ti?a-i‘n the opinion of the Centra}
Governmoent not less than the market rate of
the foreign exchange when it is offered for sale ;.

(b) who is cntitled to assign any right to
receive such foreign exchange as may be speci-
fied in the notification, to transfer that right to
the Reserve Bank on behalf of the Central Gov-
ernment on payment of such consideration there.
for as the Central Government may fix:

Provided that the Central Government may
by the said notification or another order exempt
any persons or olass of persons from the opera-
tion of such order :

Provided further that nothing in this sestion
shall apply to any foreign exchange acquired by
a person from an authovised dealer and retained
by him with, the permission of the Reserve Bank
for any purpose.
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10. (1) No person who has a right to receive any Duty of
foreign exchange or to receive from a on resident m
outeide India a payment in rupees shall, except with :“i" to

the general or special permission of the Reserve Bank, foreign
do or refrain from doing any act with intent to sccure— eXchange,

(a) that the receipt by him of the whole or
part of that foreign exchange or payment is delayed,
or

(b) that the foreign exchange or payment

ceases in whole or in part to be receivable by

him.

. (2) Where a person has failed to comply with the
requirements of sub-section (/) in relation to any foreign
exchange or payment in rupees, the Reserve Bank
may give to him such directions as appear to be ex-
rdient for the purpose of securing the receipt of the
oreign exchange or payment as the case may be.

11. The Central Government may, by notification Power to
in the official Gazette, impose such conditions as it "’3“".';“3
thinks necessary or expedient on the use or disposal F‘“’rtd"
of or dealings in gold and silver priorto, or WM

at the time of, import into British India. ~~~ ®ilver

12. (I) The Cenvral Government may, by notification Payment for
in the official Gazette, prohibit the export of any goods ®xPorted
or olass of goods specified in the notification from 5°°
British India directly or indirectly to any place so
ified unless a declaration supported by such evi-

ence as may be prescribed or so specified, is furnished
by the exporter to the prescribed authority that the
amount representing the full export value of the goods
has been, or will within the prescribed period be, paid
in the prescribed manner.

(2) Where any export of goods has been made
to which a notification under sub-section (I) applies,
no person entitled to sell, or procure the sale oz the
said goods shall, except with the permission of the
Reserve Bank, do or refraiu from doing any act with
intent to secure that — .

(a) the sale of the goods is delayed to an
extent which is unreasonable having regard to the
ordinary course of trade, or

(b) payment for the goods is made otherwise
than in the presorihed manner or does not represent
the full amount payable-by the foreign buyer
in respect; of the goods, subject to such deductions,
if any, as may be allowed by the Reserve Bank,
or is delayed to such extent as aforesaid :

Provided that no proceedings in respeoct
of any contravention of this sub-section shall be
instituted unless: the presoribed period has ex-
pired and payment for the goods representing
the full amount as aforesaid has not been made
in the presoribed manner.

(3) Wheore in rolation to any such goods the
said period has expired and the goods have not been
sold and payment therefor has not been made as afore-
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and transfer
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said, the Reserve Bank may give to any person en-
titled to sell the goods or to procure the sale thereof,
such directions as appear to it to be expedient for
the purpose of securing the sale of the goods and pay-
ment therefor as aforesaid, and without prejudioe
to the generality of the foregoing provision, may
direct that the goods shall be a.ssigmm the Central
Government or to a person speocified in the directions.

(4) Where any goods are assigned in aocordance
with sub-section (3), the Central Government shall
pay to the person aseigning them such sum in oon-
sideration of the net sum recovered by or on behalf
of the Central Government in respeot of the goods
a3 may be determined by the Central Government.

(6) Where in relation to any such goods the value
as stated in the invoioe is less than the amount which
in the opinion of the Reserve Bank represents the
full export value of those goods, the Reserve Bank
may issue an order requiring the person holding the
shipping doocuments to retain possession thereof until
such time as the exporter of the goods has made arrango-
ments for the Reserve Bank or a person authorised
by the Reserve Bank to receive on behalf of the exporter
payment in the preseribed manner of an amount which
represents in the opinion of the Resorve Bank the full
export value of the goods.

(6) For the purpose of ensuring compliance with
the provisions of this seotion and any orders: or
directions made thereunder, the Reserve Bank
may require any person making any export of goods
to which a notification under sub-section (I) applies
to exhibit contracts with his foreign buyer or other
evidence to show that the full amount payable by
the sajd buyer in respect of the goods has been, or
will within the preseribed period be, paid in the pres-
oribed manner.

18. (I) No person shall, except with the general
or special permission of tho Reserve Bank,—

(a) take or send any seourity to any place
outside India ;

(b) transfer any seourity or oreate or transfer
any interest in a seourity to or in favour of a
person resident outside India ;

(c) transfor  any security from a register
in British India to a register outside India or do
any act whioh is ocalculated to seoure, or forms
part of a series of aots which together are oal-
oulated to secure, the substitution for any seourity

- which is either in, or registered in, British India,
of any security whioh is either outside or registered
outgide India ;

(d) issue, whether in British India or else-
whore, any eecurity which is registered or to be
registered in British India, to & person resident
outside India.
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(2) Where the holder of a seourity is & nominee,
neither he nor any person through whose agency the
exeroise of all or any of the holder's rights in respect
of the seourity is controlled shall, except with the

eral or spocial  permission of the Reserve Bank, do
any &ot Wﬁmﬁy he recognises or gives effect to the
substitution of another person as the person from whom
he directly receives instructions, unless both the persons
previously instructing him and the person substituted

for'that person were, immediately before the substitu.
tion, resident in India.

(3) The Reserve Bank may, for the purpose of
securing that the provisions of this seotion are not
evaded, require that the person transferring any secu-
rity and the person to whom such security is trans-
ferred shall subsoribe to a deoclaration that the trans.
feree is not resident outside India.

(4) Notwithstanding anything ocontained in any
other law, no person shall, exoept with the permission
of the Reserve Bank,-—

(@) enter any transfor of securities in any
register or book in which securities are registered
or inscribed if he has any ground for suspecting
that the transfer involves any ocontravention of
the provisions of this seotion, or

(b) enter in any such register or-book, in
respect of any security, whether in connection
with the issue or transfer of the seourity or other-
wise, an address outside India except by way of
substitution for any such address in the same ocoun-
try or for the purpose of any transaction for which
permission has been granted under this seotion
with knowledge that it involves entry of the said
address.

(5) For the purposes of this section,—

(@) ‘‘ holder” in relation to a bearer seourity
means ths person having physical custody ot the
seourity ; provided that, where a Dearer
geourity is deposited with any person in a locked
or sealed receptacle from which the person with
whom it is dsposited is not entitled to remove it
without the authority of some other person, that
other person shall be deemed to be the holder of
the security ;

(b) “nomince” means a holder of any security
(including a bearer security) or any coupon re-
presenting dividends or interest who, as respects
the exercise of any rights in respect of the security
o coupon, is not entitled to exercise those rights
except in aoccordance with instructions given by
sceme other person, and a person holding a security
o1 coupon as a nomines shall be deemed to act as
numinee for the parson who is entitled to give
instructions either directly or through the agenoy
of one or more persons, as to the exercise by the
holder of the seourity or coupon of any rights in
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respect thereof and i- not, in sodoing, himself

under & duty to comply with instruotions given

by soma other person ;

(¢) “security” also includes coupons or warrants
representing dividends or interest, and life or en-
dowment insurance polivies.

14. (1) The Central Government may, by noti-
fication in the official Gazette, order every person by
whom or on whose behalf a seourity or document of
title to a seourity specified in the order is held in British
India to cause the said security or document of title
to be kept in the custody of an anthorised depository
named in the order:

Provided that the Reserve Bank may by order in
writing permit any such security to be withdrawn from
the custody of the authorised depository subject to
such conditions as may be specified in the order.

(2) No authorised depository may part with any
seourity covered by an order under sub-scotion
(I) without the general or spocial permission of the
Reserve Bank oxcept to, or to the'order of, another
authorised depository.

(3) Except with the gencral or spocial permission

of the Reserve Bank, no authorised depository shall—

(8) acospt or part with any seaurity covered by

an order under sub-section (I) whereby the

seourity is transforred into the name of a person
resident outside India, or

(b) do any aot whereby he recognises or gives

offect to the substitution of another person as the

person from whom he directly receives instruc.

tions relating to such socurity unless the person

previously so instructing him and the person

substituted for that person were immediately before
the substitution resident in India.
(4)- Exoept with the gencral or sp-cial permission of

the Reserve I3ank, no person shall buy, sell or transfer
any security, or dooument of title to a seourity, covered
by an order under sub-seotion (7) unless such security
or dooument of title has been deposited in acoordance
with the order.

(5) Except with the general or sp:cial permission
of the Raserve Bank, no capital moneys, interest or
dividends in respect of any security covered by an
order * under sub-section (I) shall bo paid in ‘British
India except to or to tho order of the authorised de-

pository having the custody of the security.

(6) For the purposes of this section,— .

(@) ‘“‘authorised depository” means a person
notified by the Central Government to be entitled
t0 accapt the oustcdy of seocuritiz« and documents
of title to securities, and '

(b) “‘security” shall inolude coupons.

Dy
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18. The Central Government may, by notification Rmon
in the official Gazette, order that except with the iueof bearer
general or spcoial permission of the Reserve Bank no
Jperdon shall in British India issue any bearer seourity
or coupon or so alter any document that it becomes
a bearer security or coupon.

16. (1) Subject to any exemptions that may be Aoquilithn by
contained in the notification, the Central Government oo " fq""""
may, if it iy of opinion that it is expedient so to do for mm‘:“w
the purpose of strengthening its foreign exchange posi-
tion by notification in the official Gazette,—

(a) order the transfer to itself of any foreign
securities spocified in tho notification at a price
so specified, heing a prioe which is, in the opinion of
the Central Government not less than the market
value of the securities on the date of the notifi-
eation, or

(b) direct the owner of any foreign securities
specified, in the notification to sell or procure the
sale of the recurities and thereaftor to offer or
oasuse to be offered the net for'ign <xchange
proceeds of the sale to the Reserve Bank on behalf
of the Central Government or o such pcrson as the-
Reserve Bank may authorise for the purpose,
at such prics as the Central Government may fix,
being a price which is in the opinion of the Contral
Government net less than the market rate of the
forcign exchage when it is offered for sale.

(2) On the issue of a notnﬁoation under clause (a)
of sub-section (I1),—

(a) the securities to whwh the notification
relates shall forthwith vest in the Central Govern-
ment free from any mortgage, pledge or charge,
and the Central Government may deal with them
in such manner as it thinks fit ;

(b) the owner of any of the securities to which
the notification relates and any person who is
responsible for keeping any registers or books in .
which any of those securities are registered or in-
soribed, or who is otherwise concerned with the
registration or inscription of any of those seourities,
shall de all such things as are necessary or as the
Central Government or the Reserve Bank may
order to be done, for the purpose of securing
that—

(¢) the securities and any documents of
title relating thereto are delivered to the
Central Government and, in the case of regis-
tered or inscribed securitics, that the. seouri-
ties are registered or inscribed in the name of
the Central Governnrent or of such nominee of
the Central Government as it may specify, and

(t). any dividends or interest on those

securities becoming payable on or after the
dato of the issue of the notification are paid
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‘to the Central Government or its nominee as
aforesaid and where in the case of any seourity
payable to bearer which is delivered in pur-
snance of the said notification, any coupons
representing any such dividends or interest
are not delivered with the security, such reduoc-
tion in the price payable therefor shall be made
as the Central Government thinks fit :

. Provided that where the price specified in the’
notification in relation to any security is ex-dividend
or ex-interest, this sub-clause shall not apply to that
dividend or interest or to any coupon representing
it. -

(3) A oertifioat> signed by any person authorised in
this behalf by the Central Government that any speci-
fied securities are securitivs transferred to the Central
Government under this section shall be treated by all
persons concerned as conclusive evidenoe that the securi-
ties have been so transferced.

17. (I) No - persen resident in British India shall,
except with the general or special permission of the
Reserve Bank, settle any property, otherwise than by
will, upon any trust under which a person who at
the time of the settloment is resident outside India,
elsewhere than in territories notified in this behalf by
the Reserve Bank, will have an interest in the property,
or exercise, other than by will, any power for payment
in favour ot a person who at the time of the exercise
of the power is resident outside India elsewhere than in
such notified territorios.

(2) A settlement or power as aforesaid shall not
be invalid except in so far as it confers any right dr bene-
fit on any person who at the time of the settlement or
the exercise of the power is resident cutside India,
elsewhere than in territories notified by the Reserve
Bank

Oertain provisions 18 (1) Except with the general or specisl permis-

a8 t0 companies

Power Yo eall for
information

sion of the Reserve Bank, no person resident in British
India shall do any act whereby a company, which is
oontrolled by persons resident in India or the United
Kingdom ceasss to be so controlled.

(2) Except with the general or special permission
of the Reserve Bank, no person resident in British
India shall lend any money either to any company
(other than a banking company) which is controlled
whether directly or indireotly, by persons resident
outside India clsewhere than in the United Kingdom or

territories notifisd in this behalf by the Reserve Bank,
or to any such person.

19. (I) The Central Government may, at any time
by notification in the official Gazette, direct owners,
subject to suoh exoceptions, if any, as may be epecified
in the notification, of such foreign exchange or foreign
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0 seourities as may be so specified, to make a return there--
of to the Reserve Bank within such period, and giving
such partioulars, as may be so specified.

(2) The Central Government may by order in wnt-
mqmre any person to furnish it or any person s
in the order with any information, book or other
dooument in his possession, being mformatlon book
or dooument which the Central Government considers
it necessary or expedient to obtain and examine
for the purposes of this Adt.

(3) If on a representation in writing made by a.
person authorised in this bm'
Government or the Reserve Bank, a District Magistrate,
Sub-Divisional Magistrate, Premdenoy Magistrate or
Magistrate of the first class has reason to believe that
a oontravention of any of the provisions of this Aot
has been, or is being or is about to be committed in
any place, he may by warrant authorise any police
officer not below the rank of sub-inspector—

(a) to enter and search any place in the
manner specified in the warrant ; and ’

(b) seize any books or other documents found
in or on such place which should have been
produced in compliance with a requisition issued
under sub-section (2) or which the police officer
has reason to believe to contain the information
required to be furnished under that sub-seotion.

Explanation.—In this sub-section, ‘‘place ” in-
cludes a house, building, tent, vehicle, vessel or air-
oraft.

(4) The provisions of sub-sections (1), (2) and (3) of
X1of1992 go0tion 54 of the Indian Income-tax Act, 1922, shall
apply in relation to information obtained under sub-
seotion (2) of this section as they apply to the parti-
oulars referred to in that section, and for the purposes
of such application—

(a) the said sub-section (3) shall be constru-
ed as if in olause (a) thereof there was inoluded
reference to a prosecution for an offence under
section 23 of this Act, and

(b) persons to whom any information is requir-
od to be furnishad under an order made under sub-
section (2) of this section shall be deemed to be
public servants within the meaning of that
section.

20. (1) For the purposes of this Act and of any supplemental
rules, direotions or orders made thereundor— provisions

(@) until the Reserve Bank by general or
special order otherwise directs, any person who
“has at any time after the commencement of this
Aot been resndent in India shall be treated as still
residont in India and if such direction is given

tion to any such person the Reserve
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may by the same or s subssquent \direstion,
declare the territory in which he shall be treated as
being resident ;

(d) in the case of any person to whom olause
(a) does not apply the Reserve Bank may by
general or special order declare the territory in
which he shall be treated as being resident ;

(¢) in the case of any person resident in Bri-
tish India who leaves India, the Reserve Bank
may give a direction to any bank that until the
direction is revoked, any sum from time to time
standing to the credit of that person and an
seourity held on his behalf at any office or brano
of that bank in British India specified in the
direotion, shall not be dealt with exoept with the
permission of the Reserve Bank ;

(d) any transactions with a branch of any
‘business, whether carried on by a body corporate
or otherwise, shall be treated in all respects as
if the branch were a body oorporate resident
where the branch is situated ;

(e) the making of any book entry or other
statement recording & debit against a branch of any
business in favour of the head office or any other
branch of that business shall be treated as the
acknowledgment of a debt whereby a right is
oreated in favour of a person resident where the
head office or other branch is situated.

(2) Nothing in this Act relating to the payment of
any price or sum by the Central Government shall be
construed as requiring the Contral Government to
pay that price or sum otherwise than in Indian our-
renoy or othorwise than in India.

(3) The Reserve Bank may give direotions in re-
gard to the making of payments and the doing of other
aots by bankers, authorised dealors, travel agents or
stock brokers and other persons who are authorised
by the Roeserve Bank to do anything in pursuance of
this Act in the course of their business, as appear to
it to be necessary or expedient for the purpose of se-
ouring ocompliance with the provisions of this Aot and
any rules, orders or directions ndade thereunder.

21. (1) No person shall enter into any contract or
agreement whioch would direotly or indireotly evade
or avoid in any way the operation of any provision of
this Aot or of any rule, direction or order made
thereundes. '

(2) Any provision of, or having effect under, this
Aot that a thing shall not be done without the permis.-
sion of the Central Government or the Reserve Bank,

- shall not render invalid any agroement by any person

to do that thing, if it is a term of the agreement that
that thing shall not be done unless permission is gran-
ted by the Central Government or the Reserve Bank,
a8 the caso may be ; and it shall be an implied term of
every ocontract governed by the law of any part of Bri-
tish India that anything agroed to be dome by any
term of that contract whioh is prohibited to be done
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by or under any of the provisions of this Act except
with the permission of the Central Government or the
- Reserve Bank, shall not be done unless such permis.

sion is. granted. |
(3) Noither the provisions of this Act nor any term
(whethor expressed or implied) contained in any con-
tract that anything for which the permission of the
Central Government or the Reserve Bank is roquired
by the said provisions shall not be done without that
permission, shall prevent legal proceedings being brought
in British India to recover any sum which, apart
from the said provisions and any such term, would
be due, whother as a debt, damages or otherwise, but —

(a) the said provisions shall apply to sums
required to be paid by any judgment or order of
aﬁi‘i Court as they wpply in relation to other sums ;
a

(d) no stops shall be taken for the purpose
of enforcing any judgment or order for the pay-
ment of any sum to which the said provisions
apply except as respects so much thereof as the
‘Central Government or the Reserve Bank, as the
oase may be, may permit to be paid ; and

(¢) for the purpese of oonsidering whether
or not to grant such permission, the Central Gov-
ermment or the Roserve Bank, as the case may be,
may require the person entitled to the benefit
of the judgment or order and tho debtor under the
judgment or order, to.produce such doouments
and to give such information as may be speci-
fied in the requirement.

(4) Notwithstanding anything in the Negotiable
nstruments Act, 1881, neither the provisions of this XXVIof 1881
ot or of any rule, direction or order made thereunder,
or any oondition, whether express or to be implied
sving regard to those provisions, that any payment
hall not be made without permission under this Act,
hall be deemed to prevent any instrument being a bill
) f exchange or promissory note.

Falso state- 28. No person shall, when complying with any order
mnents or direction under svotion 19 or when making any ap-
¥uo&tion or declaration to any authority or person
_ for any purpose under this Act, give any information
or make any statement which he knows or has reason-
able cause to bolicve to be false, or not true, in any

materisl partioular. '
Penalty 23. (1) Whoever contravenes any of the provisions
ad pro- of this Act or of any rule, direction or order made there-
oodute.  ypder shall be punishable with imprisonment for a
term whioch muy extend to two years or with fine or
with both, and any Court trying anv such contraven.
tion may, if it thinks fit and in addition to any sentence
which it may impose for such contravention, direot
that any currenoy, security, gold or silver, or goods or
other property in resooc of which the contravention

Bas taken place shall be confiscated.
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(2) No Court shall take cognisanoe of any offence
punishable under this section or under section 54 of
the Indian Income-tax Act, 1922, as applied by section
19 of this Aot, except upon complaint in writing made
by a person authorised in this behalf by the ntral
Government or the Reserve Bank :

Provided that where any such offence is the co
travention of any of the provisions of this Aot or any rule
direction or order made thereunder which prohibits th:
doing of an act without permission, no such complain:
shall be made unless the person accused of the offen
has been given an opportunity of showing that he ha
such permission.

(3) If the person committing an offence punishable
under this section is & company or other body corporate,

every director, manager, secretary, or other officer thereo! :

shall, unless he proves that the offence was commit
without his knowledge or that he exercised all du
diligence to prevent its commission, be deemed to b
guilty of such offence.

24. Where any person is proseouted for contra-
vening any provision of this Aot or of any rule, direo-
tion or order made thereunder whioch prohibits him
from doing an aot without petrmission, the burden of
pro;ll'ng that he had the requisite permission shall be
on him.

25. For the purposes of this Aot the Central Govern-

ment may from time to time give to tho Reserve Bank .

suoh general or ‘special directions as it thinks fit,
and the Reserve Bank shall, in the exercise of its fane-
tions under this Aot, comply with any such directions.

28. No suit, prosecutio: or other legal procesdings
shall lie against any person for anything in good faith
done or intended to be done under this Act or any
rule, direction or order made thereunder.

£7. (1) The Central Government may, by notifica-
tion in the official Gazette, make rules for carrying
into effect the provisions of this Aoct.

(2) Without prejudice to the generality of the
foregoing power, such rules may— .
(a) presoribe forms and the ocircumstances

of their use for the purposes of this Aot ;

(b) presoribe the procedure to be followed
by authorised dealers and by persons applying for
permission to do anything for the doing of whioh
permission is necessary under this Aot ;

(c) provide for any matter whichis to be or
msy be presoribed under this Act.

XIof 1922





