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Hello Mr. FEMA Gyani, One of my friend is a director in a 
paper manufacturing company in USA. His entity is in need 
of some funds and he asked me if my entity can give a loan
to his entity. Is it possible to do so?

The FEMA Gyani

Yes Utkarsh. An Indian entity can give loan to a 
foreign entity but there are some conditions which 
needs to be fulfilled.

Utkarsh
(Director of 

Indian entity)

Utkarsh
(Director of 

Indian entity)

Okay. So can you please tell me in detail what are those 
conditions?



The FEMA Gyani

Utkarsh
(Director of 

Indian entity)

The FEMA Gyani

The Indian entity 
is eligible to 
make Overseas 
Direct 
Investment (ODI)

The Indian entity 
has made ODI in
the foreign 
entity.

The Indian entity
has acquired 
control in such 
foreign entity.

Okay. So is there any other way by which my 
company can give loan to my friend’s company?

No Utkarsh. There is no any 
other way to do so.



Utkarsh
(Director of 

Indian entity)

Okay. So if my company invest in my friend’s company and it 
give a loan to such company, then Can my company charge 
interest on such loans?

The FEMA Gyani

Yes. You can charge interest on such loans. The rate of interest on such 
loans shall be charged on an arm’s length basis. Arm’s length means a 
transaction between two related parties that is conducted as if they 
were unrelated, so there is no conflict of interest.

Okay. Thank You Mr. FEMA Gyani for 
explaining everything so well.

Utkarsh
(Director of Indian entity)

Is there anything else which needs to be kept in mind?

The FEMA Gyani

Yes. One more thing, there should 
be a loan agreement for such loans.

Utkarsh
(Director of Indian entity)



The FEMA Gyani

Let’s meet every 
Wednesday. 

To make you more familiar with FEMA, 
we are happy to listen to your
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Disclaimer
❑ This presentation has been prepared on the basis of information available in the public domain and is 

intended for guidance purposes only.

❑ Jain Shrimal & Co. has taken reasonable care to ensure that the information in this presentation is accurate. It 
however accepts no legal responsibility for any consequential incidents that may arise from errors or 
omissions contained in this presentation.

❑ This presentation is based on the information available with us at the time of preparing the same, all of which 
are subject to changes which may, directly or indirectly impact the information and statements given in this 
presentation.

❑ Neither Jain Shrimal & co., nor any person associated with us will be responsible for any loss however 
sustained by any person or entity who relies on this presentation. Interested parties are strongly advised to 
examine their precise requirements for themselves, form their own judgments and seek appropriate 
professional advice.
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