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CURRENCY COUNTERFEITING IN INDIA:  LOOKING FOR SOLUTIONS 
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INTRODUCTION 

 

The Currency of India is issued by the Reserve Bank of India and is widely used in the 

payment systems and retail transactions. The large number of participants are involved- 

households, retail merchants, financial institutions, high volume currency processors and 

the Central Bank or currency issuing authority.  

 

The total supply of bank notes by the Bharatiya Reserve Bank Note Mudran (P) Ltd
1
 

during 2008-09 (July) was 8,501 million pieces as compared with 8,488 million pieces in 

2007-08. Further the Government owned Security Printing and Minting Corporation of 

India
2
 supplied 5,160 million pieces of notes in 2008-09 compared with 5,442 million 

pieces in 2007-08. With the sheer increase in the number of physical bank notes in 

circulation and the increase in the number of counterfeit notes detected/seized in recent 

period, it is apparent that steps have to be taken by all stakeholders to address the issue 

regarding sorting of banknotes and detection of counterfeit notes. The process to ensure 

proper detection of counterfeit notes and preventing their re-issue or reproduction and 

                                                 
1
 RBI has established Bharatiya Reserve Bank Note Mudran Private Limited (BRBNMPL) as its wholly 

owned subsidiary on 3rd February 1995 with a view to boost the production of bank notes in India and to 

enable the RBI to bridge the gap between the supply and demand for bank notes in the country. The 

BRBNMPL has been registered as a Public Limited Company under the Companies Act 1956 with its 

Registered and Corporate Office situated at Bangalore. The company manages 2 Presses: (1) at Mysore in 

Karnataka and (2) at Salboni in West Bengal. The present capacity for both the presses is 30 billion note 

pieces per year on a 3-shift basis. Both the presses have installed the latest "state of the art" Technology in 

bank note printing. The machinery at Mysore Site has been supplied by M/s. De La Rue Giori, now known 

as KBA Giori, Switzerland and that of Salboni by M/s. Komori Corporation, Japan. Both the presses are 

equipped with sophisticated Security Surveillance Systems. The BRBNML mission is to produce bank 

notes conforming to international standards set by Central Banking and monetary authorities of the world 

and makes them available in adequate quantities to the RBI at competitive prices. The BRBNMPL has 

already put in place an effective Quality Management System as embodied in the ISO 9001 - 2008 and also 

environmental management systems and has also been certified as ISO 9001: 2008 and ISO 14001: 2004 

Company. 

 
2 The Security Printing & Minting Corporation of India Limited (SPMCIL) was registered on 13.1.2006 as 

a wholly owned Public Sector Undertaking of Government of India under Ministry of Finance. It was 

formed after corporatization of all nine Mints/ Presses/ Mill which were earlier working under the Ministry 

of Finance. It has four Mints, two Note Printing Presses, two Security Printing Presses and one Security 

Paper Mill named as follows: India Government Mint, Mumbai (Maharashtra), India Government Mint, 

Kolkata (West Bengal), India Government Mint, Hyderabad (Andhra Pradesh), India Government Mint, 

Noida (Uttar Pradesh), Currency Note Press, Nasik (Maharashtra), India Security Press, Nashik Road 

(Maharashtra), Bank Note Press, Dewas (Madhya Pradesh), Security Printing Press, Hyderabad (Andhra 

Pradesh) and Security Paper Mill, Hoshangabad (Madhya Pradesh). 

 

*B.A.LL.B (M.D.U, Rohtak), LL.M. (N.L.S.I.U, Bangalore), Pursuing PhD from NLU Delhi 
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further to provide and circulate good quality genuine bank notes in the Country is 

extremely important. 

 

 

 

Table 8.1: Banknotes in Circulation 

Denomination Volume (Million pieces) Value (Rupees crore) 

End-March 

2007 

End-March 

2008 

End-March 

2009 

End-March 

2007 

End-March 

2008 

End-March 

2009 

1 2 3 4 5 6 7 

Rs.2 and Rs.5 6,008 7,405 7,867 2,334 2,747 2,936 

  (15.1) (16.7) (16.1) (0.5) (0.5) (0.4) 

Rs.10 7,155 9,333 12,222 7,155 9,333 12,222 

  (18.0) (21.1) (25.0) (1.4) (1.6) (1.8) 

Rs.20 2,089 2,054 2,200 4,178 4,108 4,399 

  (5.2) (4.6) (4.5) (0.8) (0.7) (0.6) 

Rs.50 5,590 5,302 4,888 27,951 26,508 24,440 

  (14.0) (12.0) (10.0) (5.6) (4.6) (3.6) 

Rs.100 13,544 13,457 13,702 1,35,444 1,34,575 1,37,028 

  (34.0) (30.4) (28.0) (27.3) (23.1) (20.1) 

Rs.500 4,508 5,262 6,166 2,25,400 2,63,108 3,08,304 

  (11.3) (11.9) (12.6) (45.4) (45.2) (45.3) 

Rs.1,000 937 1,412 1,918 93,676 1,41,219 1,91,784 

  (2.4) (3.2) (3.9) (18.9) (24.3) (28.2) 

Total 39,831 44,225 48,963 4,96,138 5,81,598 6,81,113 

Note: Figures in parentheses in columns 2 to 7 indicate percentage to total banknotes in circulation. 

Source: RBI Annual Report, Part VIII Currency Management, issued on 27/08/2009, 

kindly visit http://www.rbi.org.in/scripts/AnnualReportPublications.aspx?Id=902 

 

 

Source: RBI Annual Report, Part VIII Currency Management, issued on 27/08/2009, 

kindly visit http://www.rbi.org.in/scripts/AnnualReportPublications.aspx?Id=902 
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CURRENCY/BANK NOTES: TERMINOLOGICAL UNDERSTANDING 

 

As we know, the rupee is the currency of India. On a foreign exchange, Indian rupee is 

listed with a three letter code INR which stands for Indian National Rupee. For example, 

the code for U.S. dollars is USD; similarly the code for Indian rupee is INR. At present 

the rupee is issued by the Reserve Bank of India. The word “rupee” derived from a 

Sanskrit word “raupya”. Generally speaking, currency notes are the debt paper that the 

Central Government owe. The rupees or Indian Currencies are the medium of exchange 

and are mainly exchanged in the process of business deals and commercial/retail 

transactions. The payment of money is generally done either in cash or through 

negotiable instruments like cheques, promissory notes, Bill of Exchange, Hundies etc. 

Only the bank can draw, accept, make or issue any bill of exchange, hundi, promissory 

note or engagement for the payment of money payable to bearer on demand, or borrow, 

owe or take up any sum or sums of money on the bills, hundis or notes payable to bearer 

on demand of any such person.
3
  

 

The expression “Bank-note” means a promissory note or engagement for the payment of 

money to bearer on demand issued by any person carrying on the business of banking in 

any part of the world, or issued by or under the authority of any state or sovereign power, 

and intended to be used as equivalent to, or as a substitute for, money.
4
 Bank notes can be 

of the denominational values of two rupees, five rupees, ten rupees, twenty rupees, fifty 

rupees, one hundred rupees, five hundred rupees, one thousand rupees, five thousand 

rupees and ten thousand rupees.
5
 The design, form and material of bank notes shall be 

such as may be approved by the Central Government after consideration of the 

recommendations made be Central Board.
6
 Every Bank note shall be legal tender at any 

place in India in payment or on account for the amount expressed therein and shall be 

guaranteed by the Central Government.
7
 Further, the Central Government may, on getting 

recommendations of the Central Board, declare any series of bank notes of any 

denomination as ceased to be legal tender.
8
 Specifically, bank notes issued before the 13

th
 

January, 1946 shall cease to be legal tender.
9
 Although the Bank shall not re-issue bank 

notes which are torn, defaced or excessively soiled, but only as a matter of grace, the 

soiled mutilated notes can be exchanged at the Bank. 

 

The Central Government shall undertake not to put into circulation any rupees, except 

through the RBI. Further, the Bank shall undertake not to dispose of rupee coin otherwise 

than for the purposes of circulation.
10

 The RBI has the obligation to supply different 

forms of Currency. The Bank shall issue rupee coin on demand in exchange for bank 

notes and currency notes of the Government of India, and shall issue currency notes or 

bank notes on demand in exchange for coin which is legal tender under the Indian 

Coinage Act, 1906. The Bank shall, in exchange for currency notes or bank notes of two 

rupees or upwards, supply currency notes or bank notes of lower value or other coins 

which are legal tender under the Indian Coinage Act, 1906 in such quantities as may, in 

                                                 
3 Refer Section 31(1) of Reserve Bank of India Act, 1934 
4 Explanation under Section 489 A of IPC 
5 Refer Section 24 of the Reserve Bank of India Act, 1934 
6 Refer Section 25 of the Reserve Bank of India Act, 1934 
7 Refer Section 26 of the Reserve Bank of India Act, 1934 
8 Refer Section 26(2) of the Reserve Bank of India Act, 1934 
9 Refer Section 26A of the Reserve Bank of India Act, 1934 
10 Refer Section 38 of the Reserve Bank of India Act, 1934 



the opinion of the Bank, be required for circulation and the Central Government shall 

supply such coins to the Bank on demand. If the Central Government fails at any time to 

supply such coins, the Bank shall be released from its obligations to supply them to the 

public.
11

 

 

HISTORICAL PERSPECTIVE (IN BRIEF) 

 

The Indian Currency carries a vast and venerable historical importance. It is generally 

believed that India issued its first coin in 6
th

 century BC; however, there is some 

ambiguity in this context. Paper money was introduced in the late 18
th

 century with the 

emergence of private banks and semi government banks. The earliest issuers of the paper 

money were the Bank of Hindustan, the Bank of Bengal, the bank of Bombay and the 

Bank of Madras (popularly known as presidency banks).  

 

The Paper Currency Act of 1861 conferred the monopoly of issuing notes upon the 

Government of India. When Britishers conquered over India, the rupee was divided into 

16 annas. Slowly and steadily, the rupee increased in value. After India got independence 

in 1947, the rupee was divided into 100 paise. At present, paisa is less in value and rarely 

used. 

 

The Government of India continued to issue Currency Notes till the Reserve Bank of 

India (RBI) was established on 1st April, 1935. When the one rupee note was 

reintroduced as a war time measure in August, 1940, it was issued by Government of 

India with the status of a coin. Infact, the Government of India continued to issue Rupee 

One Notes till 1994.  

 

The image appearing on Indian Currency Notes has expressly reflected the changing 

socio-cultural ethos in India.  In the very beginning, the portrait printed on Indian 

Currency used to be that of kings and maharajas of empires. But during the time when 

Britishers ruled over the Indian territory, they insisted that the portraits of their monarchs 

be placed on the Indian Currency.  

 

However the independence of India was a turning point in the history of the Indian 

Currency. Today the currency Notes of all denominations contains the image of our own 

freedom struggler and leader named Mahatma Gandhi who fought through out his life to 

achieve independence in India. The Currency Notes also has the image of an emblem 

which contains three heads of a lion representing lion capital of an old state.  

 

 

 

COUNTERFEIT CURRENCY 

 

Generally, the term “counterfeit” means “having a resemblance to something else” or “to 

imitate or portray”. In other words, it can be said that “to make a copy of, usually with 

the intent to defraud or forge”. The expression “Counterfeit” has been defined under 

Section 28 of Indian Penal Code. It states that a person is said to “counterfeit” who 

causes one thing to resemble another thing, intending by means of that resemblance to 

practice deception, or knowing it to be likely that deception will thereby be practiced. It 

                                                 
11 Refer Section 39 of the Reserve Bank of India Act, 1934 



is not essential for proving counterfeiting that the imitation should be exact. Explanation 

2 of the same section further clarifies that when a person causes one thing to resemble 

another thing, and the resemblance is such that a person might be deceived thereby, it 

shall be presumed, until the contrary is proved, that the person so causing the one thing to 

resemble the other thing intended by means of that resemblance to practice deception or 

knew it to be likely that deception would thereby be practiced. Hence, the important 

ingredients of proving counterfeiting are that 1) one person causes one thing to resemble 

another thing 2) the resemblance is such that another person might be deceived thereby. 

If the contrary is proved, it shall be presumed that the person so causing the one thing to 

resemble the other thing has intended to practice deception by means of that resemblance.  

 

Counterfeiting is a crime of making an unauthorized imitation of a genuine article, 

typically money, with the intent to deceive or defraud. Counterfeit money is currency that 

is produced without the legal sanction of the state or government. Counterfeiting of 

Currency notes or money is a serious criminal offence because of the value conferred on 

money and the high level of technical skill required to imitate it. If a counterfeit or faked 

note is circulated and remains undetected, it becomes a part of the monetary system. 

Moreover, it acts as a tax on the general public in favor of the counterfeiter. It raises 

prices by the percentage that the value of the counterfeit note bears to the total stock of 

money in the economy. Today, a large number of counterfeit notes are in circulation and 

has been entered in the monetary system and posing great threat to our economy. 

 

The following is the table representing the data regarding the number of Counterfeit 

Notes detected in the years 2006-07, 2007-08 and 2008-09. The absolute number of 

counterfeit notes detected at bank branches and the Reserve Bank offices has been 

constantly increasing year to year. 

 

Table 8.11: Counterfeit Notes Detected 

Denomination Number of pieces Value (Rupees) 

2006-07 2007-08 2008-09 2006-07 2007-08 2008-09 

1 2 3 4 5 6 7 

Rs. 10 110 107 68 1,100 1,070 680 

  (-) (-) (-)       

Rs. 20 305 343 341 6,100 6,860 6,820 

  (0.1) (0.2) (0.2)       

Rs. 50 6,800 8,119 12,792 3,40,000 4,05,950 6,39,600 

  (1.2) (1.5) (2.6)       

Rs. 100 68,741 1,10,273 1,33,314 68,74,100 1,10,27,300 1,33,31,400 

  (5.1) (8.2) (9.7)       

Rs. 500 25,636 66,838 2,19,739 1,28,18,000 3,34,19,000 10,98,69,500 

  (5.7) (12.7) (35.6)       

Rs. 1,000 3,151 10,131 31,857 31,51,000 1,01,31,000 3,18,57,000 

  (3.4) (7.2) (16.6)       

Total 1,04,743 1,95,811 3,98,111 2,31,90,300 5,49,91,180 15,57,05,000 

  (2.6) (4.4) (8.1)       

– : Negligible. 

Note: 1. Data are exclusive of the counterfeit notes seized by police and other 

enforcement agencies. 

2. Figures in parentheses in columns 2, 3 and 4 indicate pieces per million (ppm) 



to total banknotes in circulation (Table 8.1). 

Source: RBI Annual Report, Part VIII Currency Management, issued on 27/08/2009, 

kindly visit http://www.rbi.org.in/scripts/AnnualReportPublications.aspx?Id=902 

 

 

The following is the table representing the data regarding the number of Counterfeit 

Notes detected at the Reserve Bank and at other banks in the years 2006-07, 2007-08 and 

2008-09 respectively. 

 

 

Table 8.12: Number of Counterfeit Notes Detected at the 

Reserve Bank and Bank Branches 

Year Detection at 

Reserve Bank 

Detection at 

other banks 

Total 

1 2 3 4 

2006-07 59,048 45,695 1,04,743 

  (56.4) (43.6)   

2007-08 62,134 1,33,677 1,95,811 

  (31.7) (68.3)   

2008-09 55,830 3,42,281 3,98,111 

  (14.0) (86.0)   

Note : Figures in parentheses in columns (2) and (3) represent the 

shares in total. 

Source: RBI Annual Report, Part VIII Currency Management, issued on 27/08/2009, 

kindly visit http://www.rbi.org.in/scripts/AnnualReportPublications.aspx?Id=902 

 

 

 

Note: Data are exclusive of the counterfeit notes seized by police and other enforcement 

agencies. 

Source: Report of the High Level Group on systems and procedures for currency 

distribution, August 2009 

 

 

Counterfeits detected in the banking channel vis-à-vis Notes in Circulation (NIC)  

Year  
(April – March)  

Counterfeits  
(No. of pieces)  

NIC  
(Million pieces)  

No. of 
Counterfeits  

per million NIC  

2000-01  1,02,687  35,704  3  

2001-02  1,24,515  38,338  3  

2002-03  2,11,754  37,309  6  

2003-04  2,05,226  38,336  5  

2004-05  1,81,928  36,984  5  

2005-06  1,23,917  37,851  3  

2006-07  1,04,743  39,831  3  

2007-08  1,95,811  44,225  4  

2008-09  3,98,111  48,963  8  

http://www.rbi.org.in/scripts/AnnualReportPublications.aspx?Id=902
http://www.rbi.org.in/scripts/AnnualReportPublications.aspx?Id=902


CURRENCY MANAGEMENT OPERATIONS BY RBI 

 

One of the core functions of RBI is Currency management. The RBI under the Reserve 

Bank of India Act, 1934 has the authority and sole right to issue Bank notes in India.
12

 

Indian currency notes are presently in circulation in the following denominations: 1, 2, 

5,10,20,50,100,500 and 1000 denominations. The issue of bank notes shall be conducted 

by the Bank in an Issue Department. The Issue Department shall not issue bank notes to 

the Banking Department or to any other person except in exchange for other bank notes 

or for such coin, bullion or securities as are permitted by this Act to form part of the 

Reserve.
13

The RBI makes an assessment of the annual requirement of notes in various 

denominations after taking into consideration various factors. Further, based on this 

assessment, the Government of India chalks out the printing schedules of the security 

printing presses.   

 

Reserve Bank of India pursued the objectives of ensuring the adequate availability of 

banknotes and coins, improving the quality of banknotes in circulation and upgrading 

customer service including public awareness. RBI has been involved in taking major 

steps towards progressive mechanisation of verification, processing and sorting of 

banknotes at currency chests. It is the responsibility of RBI to ensure regular supply of 

fresh bank notes. It further examine options to enhance the life of bank notes, speedier 

disposal of soiled banknotes and extend mechanisation of cash processing activity to 

ensure that good quality bank notes are in circulation in the system. In order to avoid 

counterfeiting of bank notes, RBI has introduced various additional/ new security features 

in the Indian currency. Even, RBI is intending to introduce polymer notes in the Country. 

During the foundation function for the Bank Note Paper Mill at Mysore, the RBI 

governor D Subbarao has disclosed that the RBI will soon issue 100 crore polymer notes 

of Rs 10 denomination.
14

 The use of polymer notes is more environment friendly. These 

notes are cleaner than paper notes, easily recyclable, provide greater security against 

counterfeiting and will last four times as long as conventional paper notes. 

 

Moreover, the Central Bank is promoting the use of coins. Just recently, Rupees 10 bi-

metallic coins were released. 

 

 

STEPS TAKEN BY THE RESERVE BANK TO CURB CURRENCY 

COUNTERFEITING 

 

To check the menace of counterfeiting of banknotes, the Reserve Bank initiated several 

measures as mentioned under RBI Annual Report, Currency Management (Part VIII), 

issued on 27 September, 2009. These measures include augmenting security features on 

the banknotes so as to render counterfeiting difficult and expensive and running 

education campaigns for members of public and cash handlers so as to facilitate detection 

of counterfeits. Some of the steps taken in this regard are as follows: 

 

1. All currency chest branches of banks (and certain identified non-chest branches which 

are close to international borders or have heavy cash transactions) have been equipped 

                                                 
12 Refer Section 22 of the Reserve Bank of India Act, 1934 
13 Refer Section 23 of the Reserve Bank of India Act, 1934 
14 RBI to issue polymer notes of Rs. 10, Economic Times, 23 March 2010. 



with Note Sorting Machines to detect and curb the circulation of counterfeit notes. The 

High Level Group on Systems and Procedures for Currency Distribution, which 

submitted its report in August 2009, has suggested the use of appropriate machines for 

the detection of counterfeit notes at the time of entry in the banking channel itself. In 

November 2009, RBI directs that banks shall ensure that all notes in the denomination of 

Rs. 100/- and above are processed through note sorting machines conforming to the 

standards/parameters prescribed by RBI from time to time, before issuing them over their 

counters or through ATMs.
15

 

 

2. The Reserve Bank has been co-ordinating with the investigating agencies as well as 

State police authorities for information sharing. State Level Committees headed by 

Director General of Police involving all agencies concerned have been formed to deal 

with the issue of counterfeiting.  

 

3. Forged Note Vigilance Cells have been formed at all the banks to pay focused attention 

to counterfeiting.  

 

4. As a part of the ongoing endeavour to stay ahead of the counterfeiters, new security 

features/ new designs in the banknotes in all denominations were introduced in 2005-06, 

incorporating improved anti-counterfeiting design and security features. Further, RBI 

also facilitate R&D efforts for development of new security features. 

 

5. The Reserve Bank regularly conducts training programmes for employees of banks and 

other organisations handling bulk quantities of cash like Railways etc. as well as police 

authorities.  

 

6. As a part of the public awareness campaign, the Reserve Bank has placed on its web 

site extensive information on security features of Indian banknotes. Posters on „Know 

Your Banknotes‟ are also displayed at bank branches.  

 

7. A film on „Know Your Banknotes‟ got prepared by RBI through Films Division, has 

been supplied across our Issue offices/Currency Chests, public utilities, theatres and other 

media for screening.  

 

SECURITY FEATURES 

 

There are certain slight changes made in every few years to fight against counterfeiting of 

the currency. 

 

                                                 
15 Refer RBI Circular DCM. No. Cir. NPD. 3161/09.39.00 (policy)/2009-2010 issued on November 19, 

2009 



 
 

MEASURES TAKEN BY BANKS 

 

1. Establishment of forged Note Vigilance Cell at Head office of the bank. It‟s main 

functions are:  

 

a) Dissemination of RBI instructions on Counterfeit notes to their branches.  

b) Monitoring the implementation of these instructions  

c) Compilation of data on detection of counterfeit notes and its submission to RBI and 

NCRB. 

d) Follow up of cases of counterfeit Notes, with police Authorities/designated nodal 

officer. 

e) Conducting periodic surprise checks at currency chests where 

shortages/defective/counterfeit notes etc. are detected. 

f)  Ensuring operation of note sorting machines of appropriate capacity at all the currency 

chests and closely monitors the detection of counterfeit notes at currency chest branches. 

g) Ensure that only properly sorted and examined banknotes are fed into the ATMs and to 

put in place adequate safeguards including surprise checks both during the processing and 

in transit of notes. Banks may switch over to the „cassette swap‟ system for feeding the 

ATMs. New ATMs installed may be provided with in built note detectors. 

 



2. Facilitate the detection of counterfeit notes, all bank branches/ treasures should be 

equipped with ultra-violet lamps.
16

 

 

 

LEGAL PROVISIONS AGAINST CURRENCY COUNTERFEITING 

 

In order to provide adequate protection of currency-notes and bank-notes from forgery 

and counterfeiting, Sections 489A, 489B, 489C and 489D were introduced in the Indian 

Penal Code. Printing and/or circulation of forged Indian Currency Notes is an offence 

under sec 498A to 489E of the Indian Penal Code. There is no special or comprehensive 

legislation with this respect. Section 489A expressly provides that “Whoever counterfeits, 

or knowingly performs any part of the process of counterfeiting, any currency note or 

bank note, shall be punished with imprisonment for life or with imprisonment of either 

description for a term which may extend to ten years, and shall also be liable to fine.” 

Further, Section 489B clearly states that “Whoever sells to, or buys or receives from, any 

other person, or otherwise traffics in or uses as genuine, any forged or counterfeit 

currency note or bank note, knowing or having reason to believe the same to be forged or 

counterfeit, shall be punished with imprisonment for life, or with imprisonment of either 

description for a term which may extend to ten years, and shall also be liable to fine.”  

 

It is important to note that the mere possession of a forged note is not an offence. In 

Umashanker's case
17

, it was held that mens rea is very essential for conviction of 

economic offence under Section 489C of IPC. Mens rea is the mental state of the accused 

i.e., intention on the part of the Accused to commit the offence. Mens rea is not required 

to be proved in each and every offence. Mens rea can be inferred to from the facts and 

circumstances of the case or from the overt act attributed to the accused. 

 

It is not only necessary to prove that the accused was in possession of the forged note, but 

it should be further established that 1) at the time of this possession he knew the note to 

be forged or had reason to believe it to be so; and 2) he intended to use it as genuine. This 

has been clearly expressed under Section 489C which is as follows: “Whoever has in his 

possession any forged or counterfeit currency note or bank note, knowing or having 

reason to believe the same to be forged or counterfeit and intending to use the same as 

genuine or that it may be used as genuine, shall be punished with imprisonment of either 

description for a term which may extend to seven years, or with fine, or with both.”. It 

was held in the case
18

 that when the Accused, who was in possession of fake currency 

notes, failed to offer explanation, the case of the prosecution has to be accepted.   

 

Under section 489D, whoever makes, or performs any part of the process of making, or 

buys or sells or disposes of, or has in his possession, any machinery, instrument or 

material for the purpose of being used, or knowing or having reason to believe that it is 

intended to be used, for forging or counterfeiting any currency note or bank note, shall be 

punished with imprisonment for life, or with imprisonment of either description for a 

term which may extend to ten years and shall also be liable to fine. 

 

 

                                                 
16 RBI Master Circular DCM (FNVD) No. G-1/16.01.05/2008-09 issued on July 01, 2008, para 7, p. 5. 
17 Umashanker v. State of Chhattisgarh, AIR 2001 (7) SC 425 
18 In RE, Satyanarayana 1961 (1) CRI.L.J 617 



LAWS UNDER DIFFERENT JURISDICTIONS 

 

U.S.: There is a special Act known as Counterfeit Deterrence Act, 1992 to increase 

penalties.  This law instructed the Department of Treasury to redesign paper money in 

order to make it more difficult to reproduce. The U.S. Secret Service has jurisdiction 

over Counterfeiting cases and it routinely receives information about counterfeit activity 

from the Federal Reserve, commercial banks and local law enforcement authorities for 

proper investigation. It assist in implementing a counterfeit detection program and keep 

special focus on improving stastical reporting of counterfeit note seizures and passing 

activity. 

 

U.K.: The Forgery and Counterfeiting Act, 1981 is the primary piece of legislation 

used to bring about successful convictions in the courts. The Proceeds of Crime Act 

2002 is also used by the prosecution authorities to carry out financial investigations on 

convicted individuals in order to confiscate assets which comprise the proceeds of crime. 

They can also apply to the court for a Serious Crime Prevention Order under the Serious 

Crime Act 2007. An order could prohibit an individual from buying, owning or using 

equipment or materials that could be used to manufacture counterfeit currency. Breach of 

this order is a criminal offence punishable by a maximum sentence of 5 years 

imprisonment. Information regarding the production, distribution or passing of 

counterfeit notes may be reported to local police or anonymously to crime stoppers- an 

independent charity working to fight crime. 

 

South Africa: The Prevention of Counterfeiting of Currency Act, 1965 and the South 

African Reserve Bank Act, 1989 cover offence and penalties against currency 

counterfeiting. 

 

DETECTION AND IMPOUNDING OF COUNTERFEITING NOTES 

 

The RBI has issued instructions relating to detection and impounding of Counterfeit 

Notes through its master circular DCM (FNVD) No. G-1/16.01.05/2008-09 issued on 

July 01, 2008. As per the said instructions, the Counterfeit Notes can be impounded by all 

branches of public sector banks, all branches of private sector banks & foreign banks, all 

branches of co-operative banks & regional rural banks, all treasuries and sub-treasuries 

and all RBI Issue Offices. Each banknote, which, on examination of various security 

features and parameters is determined as a counterfeit one, shall be branded with stamp 

“COUNTERFEIT BANKNOTE”. A counterfeit note detected in the cash received by the 

bank branch/Treasury across the counter shall be impounded in the presence of the 

tenderer. It shall be forwarded to local police authorities for investigation by filing the 

FIR. It is required to lodge FIR and conduct the necessary investigation and bring the 

culprits to book. In case, criminal proceeding is filed in the court of law, then the notes 

would be sent to any of the Note Printing Presses, forensic science laboratories etc. in 

term of the provisions of Sec 292(1) and 292(3) of the CrPC for examination. The expert 

opinion furnished may be produced in the court as evidence under Sec 292 of the CrPC. 

 

In no case, the Counterfeit Notes should be returned to the tenderer or destroyed by the 

bank branches/ treasuries. Further, all counterfeit notes received back from the police 

authorities may be carefully preserved in the safe custody of the bank and a record 

thereof be maintained by the branch concerned. Even Forged Note Vigilance Cell of the 

bank shall also maintain a branch-wise consolidated record of such Counterfeit Notes. 



These Counterfeit Notes should be preserved for a period of three years from the date of 

receipt from the police authorities. The Counterfeit Notes may thereafter be sent to the 

concerned Issue Office of RBI with full details. The Counterfeit Notes, which are the 

subject matter of litigation in the Court of Law, should be preserved permanently, with 

the branch concerned.
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The High Level Group on Systems and Procedures for Currency Distribution, which 

submitted its report in August 2009, has observed that as incidence of fake notes has been 

increasing individuals may come in possession of a counterfeit note without knowledge 

of it being a counterfeit and unintentionally become a conduit for circulation of the same 

by presenting it to a bank, business establishment etc. This leads to harassment for the 

member of the public/branch personnel as currently the requirement is that FIR is filed in 

all such cases and therefore presently there is a marked tendency to under report such 

cases to the police/RBI. The Group recommends that where any person inadvertently in 

possession of counterfeit notes upto five (5) pieces tenders the same at a bank counter, 

the requirement of filing FIR may be done away with. A simple report may be filed with 

the branch and the bank should include such report or instances in the Counterfeit 

Currency Report (CCR) to FIU-IND
20

/ RBI. The counterfeit notes may be sent to RBI. 

The bank need not file an FIR in such cases. The Prevention of Money-laundering Act, 

2002 and the rules there-under require every banking company, financial institution and 

intermediary, to furnish to FIU-IND information relating to suspect financial transactions 

including all cash transactions where forged or counterfeit currency notes or bank notes 

have been used as genuine and where any forgery of a valuable security has taken place. 

Further, Rule 3 of Prevention of Money Laundering (Maintenance of Records etc.) Rules 

2005 compel every Banking Company, Financial Institution or intermediary to maintain a 

record of all cash transactions in which forged or counterfeit currency notes or bank notes 

have been used as genuine and where any forgery of a valuable security has taken place. 

 

MY SUGGESTIONS 

 

1. We need a special or comprehensive legislation for prevention of currency 

counterfeiting in India. 

 

2.  We require a proper investigative agency. 

 

3. We can look at reducing the quantum of currency in circulation by encouraging 

banking and other transactions through instruments like online payments and use of 

plastic notes. 

 

4. Banks need to adopt sophisticated detection technologies and follow procedure when it 

comes to reporting fake currency. 

                                                 
19 RBI Master Circular DCM (FNVD) No. G-1/16.01.05/2008-09 issued on July 01, 2008, para 10, p. 7. 
20 A Financial Intelligence Unit - India (FIU-IND) is a central agency of a Government that receives 

financial information pursuant to country‟s anti-money laundering laws, analyzes and processes such 

information and disseminates the information to appropriate national and international authorities, to 

support anti-money laundering efforts. It is responsible for co-ordinating and strengthening efforts of 

national and international intelligence, investigation and enforcement agencies in pursuing the global 

efforts against money laundering and related crimes. FIU-IND is an independent body reporting directly to 

the Economic Intelligence Council (EIC) headed by the Finance Minister. 

 



 

5. The Government on its part should encourage fair and fearless reporting of the fake 

currency. 

 

6. Continuous advances in printing technology needs to take place, which will require 

banknote designers to work aggressively and keep changing and innovating, to remain 

ahead of sophisticated counterfeiters. 

 

7. We can tackle this problem by exercising vigilance on the part of every citizen. 

 

8. To consider major changes in our currency notes to make them more difficult to copy 

and also to spread an awareness campaign in the public to held identify the counterfeit 

Indian notes. 

 

9. To award exemplary punishment to currency smugglers and counterfeiters. 

 

10. The Government import ink and paper for currency. What is required is to 

manufacture these exclusively within the Country. Producing our own bank note paper is 

decidedly cheaper and a check against counterfeiting. 

 

11. Installation of note-sorting machines in all bank branches. 

 

12. The cash handling staff in Bank branches/currency chests and Treasuries/Sub-

Treasuries should be fully conversant with the security features of a banknote. 

 

13. It is necessary that all the notes are carefully examined before issuing over counters, 

feeding ATMs and remitting to issue offices of RBI. 

 

14. Bank notes in denominations of Rs. 100/- and above may be re-issued by banks over 

their counters or through ATMs only if these banknotes are duly checked for 

authenticating genuineness and fitness by note sorting machines.  

 

15. India‟s demand for banknote paper is huge in international terms, and on the supply 

side there are just 3/4 large producers. This situation exposes us to vulnerabilities of a 

suppliers market in terms of price, quantity and timelines, something that we should 

avoid or minimize. 

 

CONCLUSION 

 

 

In India, RBI and other banks has detected numerous fake notes in circulation. The 

incidence of counterfeit notes in India is alarming day by day. Counterfeiting per se is a 

matter of serious concern for the Government and RBI. With a policy of „Zero tolerance‟ 

for counterfeiting adopted both by the Bank and the Government, there is a huge 

challenge to ensure integrity of the notes in circulation. What is important is that the 

general public should be well aware of the process to detect fake notes and be vigilant 

always.  

 

 

 


