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Section 1

Short title Extent & Applicability Commencement

The

Foreign 

Exchange 

Management 

Act, 1999

Extends to

“Whole of India”

Applicable to

All branches, 

offices & agencies

Located outside India

Owned or controlled by

Person resident in India 

Any violation 

committed

Outside India

By a person to whom 

FEMA applies

Came into force on

1st June, 2000

Refer Concept Book 



Section 2 Definitions 

Person resident 

in India (PRI)

Person resident 

outside India (PROI)

Person

• individual

• HUF

• Company

• Firm

• AOP or BOI or AJP

• Any agency, office 

or branch owned or 

controlled by such 

person

A person residing in India more than 182 days 

during the proceeding financial year

*Three purposes

• employment

• Business or vocation 

• Any other purpose, indicating his intention to 

stay for an uncertain period

Yes No

PRI PROI

Gone out of India or 

stays outside India

Come to or stays 

in India

Yes YesNo No

NoNoYes Yes

for * for *

!!

A

B Any person or body 

corporate registered or 

incorporated in India

Office, branch 

or agency

C

India PROI

Location
Owned or 

controlled by

Outside India PRI

PRI



Foreign exchange

!

means foreign currency & includes 

Deposits, Credits & 

balances 

Payable in FCY

• drafts

• Travellers cheque 

• Letters of credit

• Bills of exchange

Expressed or 

drawn in INR

Payable in FCY

Drawn by PROI

Payable in INR

Various PROI

Foreign

Direct 

Investment 

Foreign

Institutional 

Investor 

Foreign

Portfolio 

Investor 

Foreign

Venture 

Capital 

Investor FDI FII FPI

FVCI

Investment in repatriation basis

Non-resident Indian company

or

Indian assets 

Investment 

• income 

• capital appreciation 

• Sale proceeds

Can be taken 

back to their 

home country 

without any 

restrictions Cannot be utilised 

outside India

Non-repatriation basis

!!



Person of Indian Origin

PIO

• any time held Indian passport

• Parents, grandparents or himself, 

citizen of India

• Spouse of Indian citizen or person 

referred above

Citizen of any country, other than Bangladesh 

or Pakistan who had

!

Foreign 

security
FCCB Authorised 

person

• authorised dealer

• Money changer

• Off-shore 

banking unit

debt instruments
issued by

Indian 

companies
to PROI

• Issued in FCY

• Returns Payable in FCY 

Foreign Currency 

Convertible Bond 

Securities

• expressed in FCY

• Redemption or 

returns in INR

Section 3

Deal in or transfer

any foreign exchange or 

foreign security

to any person not being an

authorized person

Restriction in dealing in foreign exchange

Make any 

payment to

any PROI

in any manner, 

otherwise through an 

authorised person

Receive 

money from

↳ 23



Enter into a financial transaction in India

For acquisition, 

consideration or creation
of an asset Outside India

Y

section-4 Restruction in
folding of foreignexchange.

General Restruction

&

No Indian
acquere, foreignEnchange&

Resident hold,

is allowed own , foreignsecurity
to possess or

- -

transfer
emmonable

properly
locatedoutside India,

unless it
falls

under certain exemptions provided under

Exemptions

Property Property Property Property&

held required Acquired purchased
out of

outside by
a

person by way of
-

India on or before get
or

fundsheld in8th July 1947
Inheritance

by a foreign and Resident
-

Gluzen
Held with

Foreign

Resident in the permission from
persons currency

India
of

RBI (RFC)



section - 5 Current Account Transactions

meaning muolves

payment for
Interest Remittances

goods
El payments

services

Every day
transactions that do not

effect
I

the
Assets and Liabilities of
a country

Foreign Enchange Management (Current AccountTransactions)
Rules

,
2000

Schedule I Schedule II Schedule I

Completely required have an
upper

prohibited Approval limit on

from
RBI the amount of

Not allowedat foreignenchange

any
cercumstance Example : that can be used

Example:
- Cultural tours Example:

cottery winnings
- Advertisement

upto USD 2
,
50
,
00

Racing
in foreign

proscribed magazines print
media - medical

- studies

- tours

TransactionNot listed above ?
- permitted without

A

&

any
limits



section 6 Capital Acount transactions

meaning
muores

changes in ownership of
AssetsI hiatilities

like mustments
,

Loans
, transferof ownershipof

Assets.

General
Permission

Any person buy
or sell foreignexchange

can

Capital for from
anezedAuount

-

transactions
person

RBI's Role

which Capital
count

RBI with decides -

cransactions
Central

Yout
.

shall be

allowed restructed set limits

But
on the

Amount
RBI Cannot impose restructions on of

forigh enchange for foreign
enchange

Loan Depreciation
Repayment of

Asset



Possession and Retention
of foreign enchange.

Authorized PRI Temporary
persons

Residents

can hold
coins currency can hold

& foreign
forego currency
currency No

upto a

Restruction limit without

within the
any

restriction

limits specified notified
My RBI

.

by
RBI

- acquired
Forms

of
Business-conducted by a

while
↑

&

Forugh
Co . in residing

-

India outside

- declared to

Incorporatea
Set
u
es

customs

company

Registered with
the Companies Act, 2013 Liaison

&

offer Branch Dail
a

-> joint Venture

->

knolly
owned communicationspe&

subsidiary



Meaning 

Foreign Direct Investment (FDI)

-Department for

FDI Policy issuedpromoti
ey

ministryof comments

Investment

-
New establishment

PROI B India
-

state in existing
Coa

having significant Influence
joint venture

merger/equisition

As
per

Master Directions

Foreign Direct Foreign Portfolio
Investment Investment

Investment
by
Non-Residentsin

unlisted At least 10% of Less than 10% of

Indian Listed Co

&

company Equity Capital post-essue
eachseries

on fully
diluted leases

paidup
-

of Capilat

Equity capula Instruments

FDI status is maintained even
on fully

dilutedbasis

if
the investment

falls
below 10%

Later on

of
histed Indian

company



Prohibited Sectors

I 2 3
Y

&

5

Chit Nedli Real-estate
Lotter
ness Gamblingbelling funds companies Business

+

t
&

Private/ casinos Except construction

gouronline
NRI JOCI of

a
e

on

Non-Repatriation
Basis

6 7 8

Tradingin manufacturingof Activities/SectorsNot
TDRs

legars. Cigarete
,

a
open

to private
Gransferable, sector investment

DevelopmentRights
Atomi

energy my

9 Investments citizens from
with prior

ry or Bangladesh government
entities & Pakistan approval

I
10

Citizens
-

invest
entities

can

&

en

Never

others sectors

-

defence with prior
-

space government
- atomie

energy approval
-

probiluted
-

seelors



Entry
routes

Automatio Government
Route Approval

Route

foreign Investors
Investments

do not Require
under this route

Approvalof

Government or RBI Require approval
should

comply with of Government

Sectoral
caps

.

sectoral
Caps
-

manimum
foreign Investment

"Allowed"

in that sector/activity in India

Permitted Investments

Permitted to

1 Purchase/sell) subscribe Purchase/sale

Capital Instruments Capital Instruments

of an Indian co. of
a listed IndianCompany

2 by
FPI

3 by NRI/OC

on repatriation
basis.



• mutual funds
• RITs
• InvITs
• AIFs

Permittedto

H Capital
Contribution
a

units
of

Partnership firms
Proprietary Concern
WLP

by WRI/OC1 on Non-Repatriation Basis

Permitted to

5
6

7
8

Purchase I
Investment Investment Investment

sale
in LhP in by

securities
Investment (FVC1) .

other
Vehicle

-

Capelab 9

Instruments
Indian company

is
Issue/transfer

10
Permitted to

foreignCompany
is

instrument-to
Permitted to

Issue/transfer Issues Depository Receipts foreign Depository-

&

instrument to
Indian CADRs) (GDRs)

Depository

foreign
Questors can buy these

in

Indian Investors Issues
foreign stock Enchanges

Indian
Depository Receipts

can Purchase/sale
in CIDRs)

Recognized
stock enchange
.



Prohibited remittances

• Schedule I

• Schedule II

Current account 

transactions 

Margins or 

margin calls

To overseas 

exchanges

Remittances for

Purchase of

FCCBs

In overseas 

secondary market

Trading in 

foreign 

exchange

abroad

Capital account 

remittances
to Non-Cooperative 

Countries or 

Territories 

identified by

FATF

Remittances to individuals/entities

Posing terrorism risks

advised by RBI

Liberalised RemittanceScheme

Al Resident Individuals can remit
upto

including minors USD 2
,
50
,
000

in a financial year

for permissablecurransactionsCapital
Introduced on

4th
February , 2004.

with USD 25,000

Not available
for

corporates , firms , HVFs ,
Trust'sete.

I 2 3 Y

S

6



Permissible uses
of
LRS

I 5 6 8

Private Gifts emigration Maintenance

visits to
don going

of
close

-

any country for
Relatives

employment
alroad

Except Nepal
7

& Bhutan
U

2

studies
Expenses Travel

for

Auroad for
business

,

Medical conferences,
treatment training,

abroad medicalexpenses,
attendant to a

-

patient going
alroad.

9

any
other currentSe transaction not defined

under FEMA
,
1999.

-


