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Background

Until the liberalisation of 1991, India was largely and intentionally isolated from the world
markets, to protect its fledgling economy and to achieve self-reliance. Foreign trade was subject
to import tariffs, export taxes and quantitative restrictions, while foreign direct investment was
restricted by upper-limit equity participation, restrictions on technology transfer, export
obligations and government approvals. Gradually India relaxed its Foreign Policies which helps
to gain some foreign investment in India. India also relaxed its import and export policies and
allowed Indian manufactures/Service providers to enter into transaction with overseas
buyers/customers. Indian markets are governed by various rules and regulations especially its
overseas transactions. Foreign transactions are governed under Foreign Exchange Management
Act (FEMA), Foreign Exchange Regulation Act (FERA), Foreign Trade policy (FTP) etc.

FEMA mandate exporters and importers to settle down their transactions within certain time line.

Settlement Beyond prescribed time line could attract severe consequences to importer/exporter

Realisation and Repatriation of Export
Proceeds

The amount representing the full export value of the goods exported shall be received through an
Authorised Dealer Bank (AD Bank).

Where an exporter receives advance payment (with or without interest), from a buyer outside
India, the exporter shall be under an obligation to ensure that the shipment of goods is made

within one year from the date of receipt of advance payment

Provided that in the event of the exporter’s inability to make the shipment, partly or fully,
within one year from the date of receipt of advance payment, no remittance towards refund of
unutilized portion of advance payment or towards payment of interest, shall be made after
the expiry of the said period of one year, without the prior approval of the Reserve Bank



Upon AD Bank satisfaction, company can receive long term export advance up to a maximum
tenor of 10 years to be utilized for execution of long term supply contracts for export of goods

subject to the conditions as provided in the act

It is obligatory on the part of the exporter to realize and repatriate the full value of goods /
software / services to India within nine months from the date of export. Re-import into India
within period specified for realisation of export shall be deemed to be realisation of full export

value of such goods

AD Bank may consider request for refund of export proceeds of goods exported from India and

being re-imported into India on account of poor quality.

Time Limit for Settlement of Import

AD Category — | bank may allow advance remittance for import of goods without any ceiling

subject to the conditions laid down by RBI time to time.

In terms of the extant regulations, remittances against imports should be completed not later
than six months from the date of shipment, except in cases where amounts are withheld
towards guarantee of performance, etc. However Branches may permit settlement of import
dues delayed due to disputes, financial difficulties etc. Interest in respect of such delayed
payments may be permitted for a period of less than three years from the date of shipment at

the rates prescribed by RBI from time to time

Deferred payment arrangements, including suppliers’ and buyers’ credit, providing for
payments beyond a period of six months from date of shipment up to a period of less than
three years, are treated as trade credits for which there is separate procedural guidelines laid

down by RBI (External Commercial Borrowings and Trade Credits)



Time Limit for Import of Books

Remittances against import of books may be allowed without restriction as to the time limit.

Conclusion

Many of the companies inadvertently made the noncompliance and pay penalties. Although
these provisions are not that much stringent and AD Category bank may consider wavier of
penalty upon submission of proper justification for noncompliance. The provisions discussed
above are not exhaustive these are the general guidelines which normally facilitates day to

day operations and every person in account and finance should be familiar with.
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