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Sure, Jetha. I’d be happy to clarify. What’s the situation?

Hello Mr. FEMA Gyani, hope you’re doing well. I am Jetha, 

Director of an Indian Company. We have a bit of a tricky 

situation with a payment.

The FEMA Gyani

Jetha, Director of an 
Indian Company



The FEMA Gyani

Daya Ltd. sold goods to Iyer Inc. in the 
UK. Iyer Inc. owes money from Babita 
Inc. in the UK. Now, Iyer Inc. is asking 
Babita Inc. to pay for the goods imported 
from Daya Ltd. I’m wondering if this 
three-party setup is permitted.

Under FEMA provisions, third-party payment 
agreements are allowed, but there are specific 
conditions that must be followed by them (Iyer, 
Babita and Daya).
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The FEMA Gyani

Great, what conditions do they need to meet?

First, there must be a firm and irrevocable order that is 
supported by a tripartite agreement. This means  Iyer Ltd, 
Babita Ltd. And Daya Ltd. need to formalize their arrangement 
with a clear, binding agreement.

So they need to have a formal document outlining this 
arrangement?

The FEMA Gyani

Exactly. This agreement should be documented in a way 
that it cannot be altered once it’s set. It also needs to be 
approved by the Authorized Dealer (AD) bank, which will 
verify the legitimacy of the arrangement.
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The FEMA Gyani

What about the payment, how it is processed?

The payment must 
be made through a 
banking channel. 
This means that the 
funds should be 
transferred through 
an authorized bank.

The exporter,  Iyer Ltd., 
must declare the third-
party remittance in the 
Export Declaration 
Form (EDF). 

Jetha, Director of an 
Indian Company



I see! Anything else we need to be aware of?

Yes also, the Export Outstanding Statement (XOS) will show 
the payment against the name of the exporter, but the 
declared third party’s name will appear instead of the 
overseas buyer.

The FEMA Gyani

So, the name on the XOS will be ours, and we’ll need to 
handle it correctly?

Exactly, And remember, if the shipment is to a restricted 
country, the payment must come from an Open Cover 
Country. 

The FEMA Gyani
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Happy to help!

The FEMA Gyani

That makes everything much clearer. Thanks for explaining all 
of this, FEMA Gyani.

Jetha, Director of an 
Indian Company



Thank You

The FEMA Gyani

Comments

Feedbacks

Suggestions

https://jainshrimal.com/

https://jainshrimal.com/

https://in.linkedin.com/company/jscoca

Aapka or Hamara Sath 

Every Wednesday

https://jainshrimal.com/
https://jainshrimal.com/
https://in.linkedin.com/company/jscoca


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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