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MINISTRY OF FOREIGN TRADE

PUBLIC NOTICES

IMPORT TRADE CONTROL

New Delhi, the 28th January 1972

SUBJECT:—Revision of composite rate in respect of foreign currencies consequent
en the monetary changes which have been brought about with effect
from 20th December, 1971.

No. 15-ITC(PN)/12.—Attention is invited to the Ministry of Foreign Trade
Public Notice No. 110-ITC(PNJ/71, dated the 1st September, 1971, regarding
arrangements for the deposit of the rupee equivalents of the cost of imports
made by importers under the direct payment procedure as applicable to foreign
credits consequent upon the fluctuation of the foreign currencies with effect from
23rd August, 1971.

2. Consequent on the monetary changes which have been brought about In
the case of foreign currencies viz., U. S. Dollar etc. and the new rupee exchange
rates for buying and selling Pound Sterling effective from the 20th December,
1971, the procedure indicated In the Public Notice dated the 1st September, 1971
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mentioned above for the calculation of the rupee deposits to be made by im-
porters under various foreign currencies is revised as indicated below:—

3, Method of Calculation of new composite rate.—The rupee equivalent of
disbursement in respect of all foreign currencies where the exchange rates vis-a-vis
Pound Sterling are affected should be calculated with reference to the London
dally Selling Rates for the particular foreign currency ruling en the date of
payment to the foreign supplier (which are available with all the authorised dealers
in foreign exchange). The exact amount payable should be worked out in the
manner indicated below-

Since the London rates are expressed in terms of Pound Sterling only i.e.
1 £ Sterling = DM/. . . .DG/ $, etc. the same should first be converted
into Rupees by applying the rate of conversion of Sterling Into Bupees which
is at a fixed rate of exchange namely £ Sterling 5.2392=Rs. 100 (Bank's B.C.
Selling Rate of Sterling in India). This conversion will give the rate of DM/
DG/$ etc., in terms of Ra, 100 (i.e. Rs. 100=>DM /DG /$ etc.).
Thereafter the rate should be worked out in terms of 1 DM/DG/$ etc. (i.e. 1
DM/1 DG/1 $ etc. is=Rs. , . . . ) and to this should be added the margin of 0.7
per cent to arrive at the applicable rate of recovery of the rupee equivalent
in question. To quote an example the composite rate for Deutsche Mark
may be arrived at as under:—

(1) If the London Dally Selling rate for Deutsche Mark Is Pound 1 Deutsche
Mark 8.3075 on the date of payment and the Bank's B.C. Selling Bate for Sterl-
ing in India is Pound 5.2392=.Rs. 100 (which is a fixed rate now), the composite
rate for Deutsche Mark as on that date will be:—

100
i. Deutsche Mark— ™Rs. 2.2975

5.2392 x 8.3075
Ra. 0.0161

Add O. 70%
2.3136

Or Rs. 2.32 when rounded oft to the next higher paiae.

(ii) Pound Sterling.—The composite rate for Pound Sterling may be calculat-
ed as under:—

The Banks' B.C. Selling Rate for Sterling is fixed at Pound 3.2392-Rs^ 100.
The composite rate for sterling will be:

Pound 1—Ra. 19.0869
Add 0.70% Rs. 0.1336

19.2205

Or Rs. 19.23 when rounded off to the next higher paise.

This new composite rate is applicable In respect of all payments made on or
after 20th December, 1971, until further notice.

4. Responsibility of Importers.—All Importers holding import licences are
advised to note the above changes in the composite rate carefully and also en-
sure that the necessary rupee deposits are made by them through their Banks
calculated with refence to the above rate. In case, deposits have already been
made at the old rate the importers should take immediate flteps to make good
the short deposits, if any, through their Bankers who have the information regar-
ding the day-to-day London Rates.

5. Cbange in value of Import licences.—Since the London rates and conse-
quently the composite rates applicable for recovery of rupee equivalents are
different from the IMF Parity Rate (on the basis of which the import licences
are presumed to have been issued) and the existing composite rates, some ad-
justments in the value of import licences will be necessary to the extent of
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payments made in foreign currencies with effect from the 20th December, 1&71,
However, since the new rates are not fixed but vary from day-to-day, it is not
•possible to allow any specific increase or decrease in the value of the licence
and amend the licences accordingly in advance in each case. The question of
excess in the value of the import licences would arise in cases of currencies
whose floating rates are higher than the earstwhile IMF party rate for specific
imports in foreign exchange. In case there Is any excess due mainly to the daily
rates of exchange being higher than the earstwhile IMF party rates/composite
rates, it will not be necessary for the value of the import licence to be specifi-
cally modified by the licensing authorities to cover such increase. In such
cases it has been decided that the licences may be deemed to have been amend-
ed automatically in value to the extent necessary.

fi. Change in Bank Guarantee Amounts.—The Bank Guarantees will also need
to provide additionally that the Banks undertake, wherevei necessary to make
additional amounts efc the new rates. However, since the new rates are not
fixed but vary from day-to-day, the values of the bank guarantees cannot be
amended for any definite amounts. The importers should, therefore, amend the
existing bank guarantees where necessary to provide that "the bank undertake
to make such additional deposits as may be necessary in terms of this Public
Notice". Such a provision will also be made In all the bank guarantees to be
executed in future.

7. Change in existing licensing conditions.—The licensing1 conditions as annou-
nced in the Public Notices issued from time to time as well as the bank guarantees
governing individual import licences may be deemed to have been amended to
the extent necessary in the light of this Public Notice.

8, General.—The various authorised dealers in foreign exchange are also
being advised separately by the Reserve Bank of India about the above arrange-
ment1; for their information and guidance-
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SUBJECT.—ReviBion of the Exchange Rates in Foreign Currencies and Indian
Rupees consequent on the coming into force of the new monetary
arrangements with effect from 20th December, 1971—Adjustments in
the value of the import licence.

No. J6-ITC(PN)/72.—Attention is invited to the Ministry of Foreign Trade-
Public Notice No. 15-ITC(PN)/72 dated the 28th January, 1972 regarding arrange-
ments lor the deposit of the rupee equivalent by Importers of the cost of imports,
made under forafan credits under the direct payment procedure as applicable \<
foreign credits consequent on the coining into force of the monetary changes with
effect from the 20th December, 1971.

2. Consequeni on the fluctuation in the exchange rates of the currencies men-
tioned In the Public Notice cited above, the value of the import licences already-
Issued will require change. The procedure that should be adopted for effecting'
such a change where the licences have been issued under various foreign credits
has been laid down in para 5 of the Public Notice No. lB-ITC(PN)/72 dated the
28th January, 1B72. Such a change will also be necessary in case of import licen-
ces issued under" free resources (where remittances in cash are allowed"). As
it will not be possible to call for each such licence and deal with the same in-
dividually, It has been decided, as a special case, to allow the authorised dealers-
to effect remittance involved and the Customs Authorities to clear the ship-
ments without insisting on any formal Increase or decrease in the value of the
import licence so long as the difference has arisen solely due to the fluctuation
in the currencies involved.

M. M. SEN,
Chief Controller of Imports & Exports.
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