Foreign Exchange Management Act
Brief notes for exam days on FEMA
1. section 2(u) – person – individual/company/branch/agency/office /inside/outside/controlled by/

2. section 2(v) – Person resident in India – previous year/183/ citizenship/purpose of going abroad/coming in India/

3. Section 5 – authorized transaction/rbi/in emergency case impose by central government. Allowed/restricted/prohibited current account transaction and capital account transaction.

4. rules summary based on past exams questions

	Rule 3- prohibited trans.
	Rule 4- CG approval/>limit
	Rule 5- RBI approval/>limit

	1.commission on expenses made toward equity investment in wholly owned subsidiary abroad
	Hiring charges of transponders
	Trade mark – for any amount( no limit)

	Remittance of winning on lottery tickets and any sort
	Cultural tour
	Gift > 5000$

	Travel and remittance to Nepal and Bhutan
	Remittance of prize money of sport by a person other than sports body like state,nation,internat’nl > 1LAC $
	Medi.exp >limit prescribed by doctor

	Remittance of winning from lottery, race, riding.
	
	Edu.exp > limit prescribed by edu.institution

	Dividend paid where dividend balancing is apply
	
	Comm.’n to agent abroad exceed 5% of inward remittance or 25000$(higher of)

	Rupee state credit route
	
	Business tour and travel exp>25000$

	Callback services
	
	

	Deposit to non resident special rupee scheme a/c
	
	


5. Any transaction above mentioned in rule 4 and rule 5 for specific approval is not required, if withdrawal of forex 200000$ or less.  This relaxation is given under Liberalised Remittance Scheme only to RESIDENT INDIVIDUALS.

6. Any payment permitted under current account transaction is made through (RFC) Resident foreign currency account or (EEFC) Exchange earners foreign currency account- No approval of CG and RBI is required.
7. Capital account transaction – creation of Assets / liabilities in India for outsiders and creation of assets and liabilities outside indi for insiders of India (Nationality is not matter) Liabilities include contingent liabilities also.
In generals CAT is not permissible, unless otherwise provided in acts, rules, regulation made there under, with general or special permission issued by RBI.

8 Prohibited Capital account transactions
Investment in high company/ in agricultural or plantation activities / trading in transferable development rights

9 RBI – Approval/permission is required for PROI is intending to create a company in India for Engage in manufacturing/trading activates.

Process -- Approval of RBI/Form no FNC1/ for open a branch/for company –mfg/trade act’s

10 No approval/permission required -- Banking Company and units engaged in SEZ.
11. Miscellaneous points related to past exams.

Inheritance of immovable property o/s India by PRI is permissible.

Acquire Immovable property in India by PROI (person resident outside India) if following condition is fulfilled.

1. he is citizen of India/ Indian origin 

2. He is not invest in agree/ plant/ farmhouse.

3. Provide guarantee to third party in India but RBI permission is required.

