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KPMG. Make the Difference.

The Reserve Bank of Indiareleases revised draft Export &
Import regulations and directions under FEMA, 1999 for public
comments

I D

With an intent to progressively liberalise the framework that guides
export and import transactions in India the Reserve Bank of India (‘the
RBI”) on 2 July 20241 had released two documents for public comments
i.e. (i) Draft Foreign Exchange Management (Export and Import of
Goods and Services) Regulations, 2024 (the draft Regulations); and (ii)
Draft Directions on Export and Import of Goods and Services (the draft
Directions).

Based on the feedback received from public and further consultations
with various stakeholders, the draft Regulations and Directions have
been further revised.

The RBI on 4 April 20252 placed the revised Draft Foreign Exchange
Management (Export and Import of Goods and Services) Regulations,
2025 (the revised draft Regulations) for further public comments on or
before 30 April 2025. The Regulations incorporate instructions issued to
Authorised Dealers (ADs), including the processes to be followed by the
ADs for handling transactions related to export and import, which are at
present issued separately as Directions to ADs.

The revised draft Regulations places an emphasis on ease of doing
business and consolidating all instructions into a single document.

This Flash News endeavors to highlight some of the key changes and
points compared to previous draft Regulations and Directions:-

1 RBI Press Release dated 2 July 2024
2RBI Press Release dated 4 April 2025
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- - = » The revised draft Regulations provides that if
Key hlgh“ghts goods are exported to a warehouse outside India,

(a) Effective date then the payment should be received within nine

months from the date the goods are sold.

« The revised draft Regulations provides that the
regulations shall come into force on the first day
after nine months from the date of its formal
issuance. Regulations once issued shall apply to
export and import transactions initiated from that
date. * AD on an application made by the exporter may

permit reduction in export value realisation if it is

satisfied with the reasons cited for under-realisation
or non-realisation of full export value.

*  For project exports, the payment timeline would
follow the terms outlined in the contract.

(d) Reduction in the export realisation

(b) Definition of Export/Import of Services

«  Export of service is defined to mean rendering of
services overseas by a person resident in India,
from India and shall also include export of
software.

* Condition of putting up all cases of reductions of
more than twenty-five percent in the full export
value of exports to AD’s Board for post facto
ratification under erstwhile draft Regulations has

* Import of services means availing of services by : _ _ :
been omitted in revised draft Regulations.

a person resident in India from a person resident
outside India, from overseas, and shall also

. . (e) Permissibility on third party export receipts and
include import of software.

import payments

(c) Key changes in timelines for export realisation . Receipt from third party in case of export and

payment to third party in case of imports may be
permitted by ADs subject to satisfaction of reasons
cited by exporter or importer as the case may be.

« The erstwhile draft Regulations required
payments for exported goods and services be
received and brought back to India within nine
months from date of shipment of goods and
invoice for services.
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(f) Liberalised framework for set off of export
receivables against import payables

« AD Dealer may allow set-off of export
receivables against import payables in respect
of the same overseas buyer or supplier or with
their overseas group or associate companies.

« Revised draft Regulations is silent on the
timelines for set-off.

(g) Advance payment for exports / imports and
delayed payment for imports.

 Under erstwhile draft Regulations advance
payment for imports was permitted subject to
internal assessment and ADs satisfaction of
importers track record. Under the revised draft
Regulations the AD may permit advance
remittance for import after having been satisfied
of the genuineness of the requirement for such
advance remittance.

« AD may consider specifying thresholds beyond
which advance payment may require a standby
Letter of Credit or a guarantee.

 In case of delay in payment against import,
erstwhile draft Regulations provided that AD
may be guided by extant ECB Regulations.
Revised draft Regulations provides AD may

allow extension of time for making payment,
beyond the period specified in the contract, if AD
is satisfied of the reasons cited by the importer.

Further, the interest on advance payment received
on exports or on delayed payment for imports
shall not exceed the all-in-cost of trade credit in
terms of Regulations applicable for External
Commercial Borrowings.

Import not materialised

If the importer is unable to import within the
contract period, then any advance payment made
by the importer is to be repatriated to India.

If the advance against non-materialised import is
not repatriated and the total cumulative
outstanding import advance exceeds Rupees
twenty-five crores then any future advance
payment for imports by the importer will require -

- an unconditional, irrevocable standby Letter of
Credit or

- a guarantee from an international bank of
repute located outside India, or

- a guarantee of an AD in India, issued against
a counter-guarantee of an international bank
of repute located outside India.
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(i)

()

Unrealised exports:

If the export proceeds remain unrealised for more
than two years from the due date of realisation
(including an extended period allowed by an AD if
any) and the total unrealised export proceeds of
the exporter exceed Rupees twenty-five crores,
then the exporter will be allowed to continue
exports only after receiving a full advance or an
irrevocable Letter of Credit.

The revised draft Regulations does not seem to
include provisions relating to caution listing of
exporters.

Project Export

AD will monitor project export and facilitate
payments for project exports as per the underlying
contract.

Project exporter may deploy temporary cash
surpluses, generated outside India, from such
exports, for investments in short-term instruments
and in deposits with banks outside India.

(k)

()

Revised draft Regulations has omitted
applicability of Memorandum of Instructions on
Project & Service Exports (PEM).

Simplified framework for Merchanting trade
payments

As per revised draft Regulations, AD may grant
an extension of time between the outward and
inward remittances exceeding six months upon
request and justification provided by person
undertaking Merchanting Trade Transaction
(MTT).

ADs to have Policy in place for handling
foreign trade transactions

ADs are required to put in place a separate,
comprehensive, well-documented internal policy,
within six months of issuance of final regulations,
for handling transactions (including the reporting
thereof) related to export and import of goods
and services as well as MTT.

Specific items as mentioned in revised draft
Regulations to be mandatorily included in the
internal policy of AD’s.
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(m) Declaration of exports and handling of
documents:

*  Declaration in the Export Declaration Form
(EDF) detailing the sum representing entire
export value of products or services must be
provided by the exporter to the specified
authority.

*  An exporter of services who provides similar
services to more than one recipient in a month,
is permitted to submit a single EDF for all such
exports with value upto Rupees one lakh (or its
equivalent in foreign currency) per invoice.

*  The erstwhile draft Regulations proposed that
exporter shall submit to the AD the documents
pertaining to export, within twenty-one calendar
days from the date of shipment in case of goods
or from the date of invoice in case of services.

* The revised draft Regulations proposes that the
AD may after satisfying itself about the
genuineness of the reasons cited by exporter
accept the documents after the expiry of said
twenty-one days.

(n) Specified authority —

+  Specified authority for purpose of submission of
EDF would be -

For goods - Commissioner of Customs in
Domestic Tariff Area (DTA) and Development
Commissioner of Special Economic Zone
(SEZ) in SEZ

For services including software - An AD in
DTA and Development Commissioner of
Special Economic Zone in SEZ

*  STPI have been removed from being a
Specified Authority in Form EDF.

Our comments

In the revised draft Regulations, the RBI has
considered the comments provided by various
stakeholders and has further liberalised and
rationalised policies related to export and import
transactions.

Clarity is provided by defining export and import of
services.

Guidance have been provided to AD on minimum
requirements in an internal policy to handle foreign
trade transactions.
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Further, set-off of export receivables against import
payables in respect of the same overseas buyer or
supplier or with their overseas group or associate
companies, no specific mention on provisions
relating to caution listing of exporters. and various
delegated powers to ADs are a welcome move.

Further, it is expected that several representations
would be made to the RBI by various stakeholders
till 30 April 2025. Post this date, it would be useful if
RBI were to clarify the expected date of release of
the final Regulations and guidelines in this regard.
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