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CHAPTER 1: INTENT AND OBJE CTIVE

1.1 INTENT AND OBJECTIVE

1.1.1 It is theintent and objectivef the Government of India to attract and promoteign
direct investment in order to supplement domestic capital, technology andfekidscelerated
economic growth. Foreign Diret Investmentas distinguishedrom portfolio investmenthas
the connotatiom f establ i shing a 01l dhattsiresidentinmrt eean@anyt 6 i r

other than that of the investor.

1.1.2 The Government has put in place a policy framewankForeignDirect Investment
whichis transparent, predictable aedsily comprehensihleThis framework is embodied in the
Circular on Consolidated FDI Policyvhich may beupdatedevery six months, to capture and
keep pace with the regulatochangeseffected in thanterregnumThe Department of Industrial
Policy and Promotion (DIPP), Ministry of Commerce & Industry, Government of India makes
policy pronouncements on FDI through Press Notes/ Press Releases which are notified by the
Reserve Bank of Indias amendmesto the Foreign ExchangeManagemen(Transfer or Issue

of Security by Persons Resident Outside India) Regulatidg@80 (otification No.FEMA
20/2000RB dated May 3, 2000 These notifications take effect from the date of issue of Press
Notes/ Press Releases, unless specified otherwise theraiase of any conflict, the relevant
FEMA Notification will prevail. The procedural instructions are issued by the Reserve Bank of
India vide A.P.Dir. (series) CircularsThe regulatory frameworkver a period of time thus

consists of Acts, Regulations, Press Notes, Press Releases, Clarifications, etc.

1.1.3 The present -consolidation subsumes and supersedes all Press Notes/Press
Releases/Clarifications/ Circulars issued by DIPP, which were in fascenSeptember 30

2011, and reflects the FDI Policy as @gtoberl, 2011. This Circular accordingly will take

effect fromOctoberl, 2011. Reference to any statute or legislation made in this Circular shall

include modifications, amendments ora®ctments thereof.



1.1.4 Notwithstanding the rescission of earlier Press Notes/Press
Releases/Clarifications/Circulars, anything done or any action taken or purported to have been
done or taken under the rescinded Press Notes/Press Releases/Clarfftiatidass prior to

October 1, 2011, shall, in so far as it is not inconsistent with those Press Notes/Press
Releases/Clarifications/Circulars, be deemed to have been done or taken under the corresponding

provisions of this circular and shall be valid aftective.



2.1

2.1.1

2.1.2

2.1.3

2.1.4

2.1.5

2.1.6

2.1.7

CHAPTER 2: DEFINITIONS

DEFINITIONS

OAD Ca-te@mnkd means a bank( Sched
Cooperative) which is authorized under Section 10(1) of FEMA to undertal
current and capital account transactionsoading to the directions issued by the R

from time to time.

OAut hori zed Bank®& me a-opsrative bamka (other than ¢
authorized dealer) authorized by the Reserve Bank to maintain an account of a

resident outside India

OAut horized Dealerd means a per son-
section (1) of section 10 of FEMA.

OAut horized Persond means an author
unit or any other person for the time being autteml under Suisection (a) of

Section 10 of FEMA to deal in foreign exchange or foreign securities.

6Capital b means equity shar es; ful

preference shares; fully, compulsorily & mandatorily convertible deipesit

Note : Warrants and partly paid shares can be issued to person/ (s) resident

India only afterapproval through the Government rcute

6Capital account transactiondéd means
including contingent liabilities, outside India of persons resident in India or ass:
liabilities in India of persons resident outside India, and includes transactions re
to in subsection (3) of section 6 of FEMA.

A company is cohkederbyg masesifi€Centror
Indian citizens and Indian companies, which are owned and controlled by re

Indian citizens, have the power to appoint a majority of its directors in that comy

! Review of FDI policy to include warrants and paylgid shares is under consideration of the Government.



2.18

2.19

2.1.10

2111

O0Depository Raeasceenegotiable sechri®y)issuateaatside India t
Depository bank, on behalf of an Indian company, which represent the local
denominated equity shares of the company held as deposit by a Custodian
India. DRs are traded on Stock Exchangethaa US, Singapore, Luxembourg, e
DRs listed and traded in the US markets are known as American Depository R
(ADRs) and those listed and traded anywhere/elsewhere are known as

Depository Receipts (GDRS).

OErstwhile OvBodgas (OGBpomates a c
society and other corporate body owned directly or indirectly to the extent of a
sixty percent by nomesident Indian and includes overseas trust in which not less
sixty percent beneficial interegs held by norresident Indian directly or indirectl
but irrevocably and which was in existence on the date of commencement
Foreign Exchange Management (Withdrawal of General Permission to Ov
Corporate Bodies (OCBs) ) Regulations, 2003 (#egulations) and immediate
prior to such commencement was eligible to undertake transactions pursuant

general permission granted under the Regulations.

OForeign Currency Convertible Bond:¢
company expessed in foreign currency, the principal and interest of which is pa
in foreign currency. FCCBs are issued in accordance with the Foreign Cu
Convertible Bonds and ordinary shares (through depository receipt mech:
Scheme 1993 and subscibéy a norresident entity in foreign currency ar
convertible into ordinary shares of the issuing company in any manner, eit

whole, or in part.

OFDI &6 means i mesidesttemity/personlbregident outside India in
capital ofan Indian company under Schedule 1 afréign ExchangeManagemen
(Transfer or Issue of Security by a Person Resident Outside India) Regulation
(Original notification is available g
http://rbi.org.in/Scripts/BS_FemaNotifications.aspx?ld=1Bubsequent amendme

notifications are available attp://rbi.org.in/Scripts/BS_FemaNotifications.a$px



http://rbi.org.in/Scripts/BS_FemaNotifications.aspx?Id=174
http://rbi.org.in/Scripts/BS_FemaNotifications.aspx

2.1.1°

2.1.13

2.114

2.1.15

2.1.16

2.1.17

2.1.18

2.1.19

2.1.20

OFEBA means t he Foreign Exchange \"

(http://finmin.nic.in/law/index.asp

OFI PBO means t he Foreign I nvest me

Government of India.

OForeign I nstitutional |l nvest or 6( FI
outside India which proposes to make investment in India and which is register
FIl in accordance with the SEBI (FIl) Regulations 1995.

A

OForeign Ment ulrreveGamird (FVCIl) me a
established outside India, which is registered under the Securities and Ex
Board of India (Foreign Venture Capital Investor) Regulations, 2000 {SEBI(F
Regulations} and proposes to make inw&nt in accordance with these Regulatio

6Government routed means that inves
resident entities can be made only with the prior approabovernment KIPB,
Department of Economic Affairs (DEAMinistry of Finance or Bpartment of

IndustrialPolicy & Promotion as the case may e

O6Hol ding Companyé would have the s
1956.

6l ndian Companyd means a company Actn
1956.

6l ndian Venture Capital Undertaking
(i) whose shares are not listed in a recognised stock exchange in India;

(if) which is engaged in the business of providing services, production or manuf
of articles or things, dudoes not include such activities or sectors which are spe«
in the negative list by the SEBI, with approval of Central Government, by notific
in the Official Gazette in this behalf.

6l nvesting Company©6 meansyiavastmensdn othe
Indian company/ (ies), directly or indirectly, other than for trading of ¢

holdings/securities.


http://finmin.nic.in/law/index.asp

2.1.21

2.1.22

2.1.23

2.1.24

2.1.25

2.1.%5

2.1.%7

0l nvest ment on repatriable basisé n

of taxes, are eligible to be repatriatado of I ndi a and t he
nonr epatri able basisd shall be const
6Joint Ventured (JV) means an I ndi a

and regulations in India in whose capital a snesident enty makes an investment.
ONon resident entityd means a Opers

ONon Resident l ndi and ( NRI) means

citizen of India or is a person of Indian origin.

A company is considered as ' Owned?®d
the capital in it isbeneficially owned by resident Indian citizens and / or Ind

companies, which are ultimately owned and controlled by resident Indian citizer
OPersondé includes

(i) an individual

(i) a Hindu undivided family,

(iif) a company

(iv) a firm

(v) an association of persons or a body of individuals whether incorporai

not,

(vi) every artificial juridical person, noafling within any of the preceding sul

clauses, and
(vii) any agency, office, or branch owned or controlled by such person.

6Person of I ndian Origind (Pl O) mea

or Pakistan, if
() he at any time hdlindian Passport

(i) he or either of his parents or any of his grandparents was a citizen of In
virtue of the Constitution of India or the Citizenship Act, 1955 (57 of 19

1C



or

(iif) the person is a spouse of an Indian citizen or a person mfesren sub

clause (i) or (ii).

2.1.28 OPerson resident in Indiabd means
(i) a person residing in India for more than one hundred and digbtylays
during the course of the preceding financial year but does not iriclude
(A) A person who has gone out of Indiawho stays outside India, in eith
case
(a) for or on taking up employment outside India, or
(b) for carrying on outside India a business or vocation outside India,
(c) for any other purpose, in such circumstances as would indicat
intention to stay outs@lIndia for an uncertain period;
(B) A person who has come to or stays in India, in either case, otherwise
(a) for or on taking up employment in India; or
(b) for carrying on in India a business or vocation in India, or
(c) for any other purpose, in such circumses@s would indicate hi
intention to stay in India for an uncertain period,;
(i) any person or body corporate registered or incorporated in India,
(i) an office, branch or agency in India owned or controlled by a person re:
outside India,
(iv)an office, branch magency outside India owned or controlled by a pel

resident in India.
2129 OPerson resident outside Indiad mea

2.1.30 O0Portfolio I nvestment Schemed meanis
Schedules 2 & 3 oFEM (Transfer or Issue of Security by a Person Resident Ou
India) Regulations 2000

21.31 ORBI 6 means the Reserve Bank of | nd
Act, 1934.

2.1.32 OResi dent Enti tiydbe mte ainrs | nmdPiea &6 oex a lel

11



2.1.33

2.1.34

2.1.35

2.1.36

2.1.37

2.1.38

2.1.39

OResi dent I ndi an Citizend shall be
resident in Indiabd as per FEMA, 199
Act, 1955.

0 SEBI 6 m®eauntes ahdhExchange Board of India established unde
Securities and Exchange Board of India Act, 1992.

OSEZ6 means a Speci al Economic Zonce
2005.

0SI A6 means Secr et ageindIPP, Mnistrly of Carrsnercei

Industry, Government of India.

0Transferabl e Devel opment Right sdo (
category of land acquired for public purposes either by the Central or
Government in consideiiah of surrender of land by the owner without monet

compensation, which are transferable in part or whole.

6Venture Capital Funddé (VCEF) me a n sa
company including a body corporate and registered undarriBes and Exchang

Board of India (Venture Capital Fund) Regulations, 1996, which
(i) has a dedicated pool of capital,
(i) raised in the manner specified under the Regulations; and
(i) invests in accordance with the Regulations

“Limited Liability Partnership” means a Limited Liability Partnership firm, forn

andregistered under the Limited Liability Partnership Act, 2008.

12



CHAPTER 3: GENERAL CONDITIONS O N FDI

3.1 WHO CAN INVEST IN INDIA?
3.1.1 A nonresident entity (other thancitizen of Pakistan or an entity incorporated in Pakistan)
can invest in India, subject to the FDI Policy. A citizen of Bangladesh or an entity incorporated

in Bangladesh can invest only under the Government route.

3.1.2 NRIs resident in Nepal and Bantas well as citizens of Nepal and Bhutan are permitted
to invest in the capital of Indian companies on repatriation basis, subject to the condition that the
amount of consideration for such investment shall be paid only by way of inward remittance in

free foreign exchange through normal banking channels.

3.1.3 OCBs have been derecognized as a claswedtors in India with effect from September

16, 2003. Erstwhile OCBs which are incorporated outside India and are not under the adverse
notice of RBI ca make fresh investments under FDI Policy as incorporatedeasent entities,

with the prior approval of Government of India if the investment is through Government route;

and with the prior approval of RBI if the investment is through Automatic route.

3.1.4 (i) An FIl may invest in the capital of an Indian Company under the Portfolio Investment
Scheme which limits the individual holding of an FIl to 10% of the capital of the
company and the aggregate limit for Fll investment to 24% of the capita¢ abmpany.

This aggregate limit of 24% can be increased to the sectoral cap/statutory ceiling, as
applicable, by the Indian Company concerrtecbugh a resolution by its Board of
Directors followed by a special resolution to that effect by its Generaly.Bblde
aggregate FII investment, in the FDI and Portfolio Investment Scheme, should be within

the above caps.

(i) The Indian company which has issued shares to FlIs under the FDI Policy for which the
payment has been r eceiocamshduldrepartithesg figurest o0 ¢

separately under item no. 5 of Form-BPR @Annex-1).

13



(i) A daily statement in respect of all transactions (except derivative tradejohbe
submitted by the custodian bank in floppy / soft copy in the prescribefatirectly to
RBI.

3.1.5 Only SEBI registeredrll and NRIs as per Schedule® and 3 respectivelyof Foreign
Exchange Management (Transfer or Issue of Security by a Person Resident Outside India)
Regulation200Q can invest/tradehrough a registerelrokerin the capital of Indian Companies

on recognisedndian Stock Exchanges.

3.1.6 A SEBI registered~oreign Venture Capital Investor (FVCI) may contribute up to 100%

of the capital of an Indian Venture Capital Undertaking (IVCU) and may also setlomestic

asset management company to manage the fund. All such investments can be made under the
automatic route in terms of Schedule 6 to Notification No. FEMA 20SEBI registered~VCl

can invest in a domestic venture capital fund registered uhde8EBI (Venture Capital Fund)
Regulations, 1996Such investments would also be subject to the extant FEMA regulations and
extant FDI policy including sectoral caps, etc. SEBI registEkédls are also allowed to invest

under the FDI Scheme, as nm@sdent entities, in other companies, subject to FDI Policy and

FEMA regulations.

3.2 ENTITIES INTO WHICH FDI CAN BE MADE
321 FDIin an Indian Company: Indian companiesan issue capital against FDI.
3.2.2 FDI in Partnership Firm / Proprietary Concer n:

() A Non-Resident Indian (NRI) or a Person of Indian Origin (PIO) resident outside India
can investin the capital of a firm or a proprietary concern in India on-regatriation
basis provided,;

(&) Amount is invested by inward remittance or out of MRENR(B)/NRO account
maintained with Authorized Dealers / Authorized banks.

(b) The firm or proprietary concern is not engaged in any agricultural/plantation or real
estate business or print media sector.

(c) Amount invested shall not be eligible for rejetion outside India.

14



(i) Investments with repatriatioaption NRIs/PIO may seek prior permission of Reserve
Bank for investment in sole proprietorship concerns/partnership firms with repatriation
option The application will be decided in consultatwith the Government of India.

(i) Investment by nomesidents other than NRIsS/PI®@ person resident outside India other
than NRIs/PIO may make an application and seek prior approval of Reserve Bank for
making investmenin the capital of a firm or a pprietorship concern or any association
of persons in India. The application will be decided in consultation with the Government
of India.

(iv)Restrictions An NRI or PIO is not allowed to invest in a firm or proprietorship concern

engaged in any agricultal/plantation activity or real estate businesprort media.

3.2.3 FDI in Venture Capital Fund (VCF): FVClIs are allowed to invest irindian
Venture Capital Undertakings (IVCU¢Yenture Capital Funds (VCFs) /other companies, as
stated in paragraph 36lof this Circular.If a domestic VCF is set up as a trust, a person resident
outside India (nomesident entity/individual including an NRI) can invest in such domestic VCF
subject to approval of the FIPB. However, if a domestic VCF isugets an inaporated
company under the Companies Act, 1956, then a person resident outside Indiasident
entity/individual including an NRI) can invest in such domestic VCF under the automatic route
of FDI Scheme, subject to the pricing guidelines, reportingiireapents, mode of payment,

minimum capitalization norms, etc.
3.2.4 FDI in Trusts: FDI in Trusts other than VCF is not permitted.

3.25FDI in Limited Liability Partnerships (LLPs) : FDI in LLPs is permitted, subject to the
following conditions:

(@) FDI will be allowed, through the Government approval route, amly:LPs operating in
sectors/activities where 100% FDI is allowed, through the automatic route and there are no FDI
linked performance conditions (such as 'Non Banking Finance Companies' elojpeent of
Townships, Housing, Bu#tip infrastructure and Constructiolevelopment projects’ etc.).

(b) LLPs with FDI will not be allowed to operate in agricultural/plantation activity, print media

or real estate business.

15



(c) An Indian company, havingCH, will be permitted to make downstream investment in an
LLP only if boththe company, as well as the LL&e operating in sectors where 100% FDI is
allowed, through the automatic route and there are ndifRkdd performance conditions.

(d) LLPs with FD will not be eligible to make any downstream investments.

(e) Foreign Capital participation in LLPs will be allowed only by way of cash consideration,
received by inward remittance, through normal banking channels or by debit to NRE/FCNR
account of the pson concerned, maintained with an authorized dealer/authorized bank.

(N Investment in LLPs by Foreign Institutional Investors (Flls) and Foreign Venture Capital
Investors (FVCIs) will not be permitted. LLPs will also not be permitted to avail External
Commercial Borrowings (ECBS).

(9) In case the LLP with FDI has a body corporate that is a designated partner or nominates an
individual to act as a designated partner in accordance with the provisions of Section 7 of the
LLP Act, 2008, such a body corporatkould only be a company registered in India under the
Companies Act, 1956 and not any other body, such as an LLP or a trust.

(h) For such LLPs, the designated partner "resident in India", as defined under the
'Explanationto Section 7(1) of the LLP AcR008, would also have to satisfy the definition of
"person resident in India", as prescribed under Section 2(v)(i) of the Foreign Exchange
Management Act, 1999.

(i) The designated partners will be responsible for compliance with all the above conditons an
also liable for all penalties imposed on the LLP for their contravention, if any.

() Conversion of a company with FDI, into an LLP, will be allowed only if the above
stipulations are met and with the prior apprafaPB/Govenment.

326 FDI in other Entities: FDI in resident entities other than those mentioned above is not

permitted.

33 TYPES OF INSTRUMENTS.

3.3.1 Indian companies can issue equity shares, fully, compulsorily and mandatorily
convertible debentures and fully, compulsorily and maordgtconvertible preference shares
subject to pricing guidelines/valuation norms prescribed under FR&gulations. The prez
conversion formula otonvertible capital instruments should be determined upfront at the time

of issueof the instruments. Thprice at the time of conversion should not in any case be lower

16



than the fair value worked quat the time of issuance of such instrumeimntsaccordance with
the extant FEMA regulations [the DCF method of valuation for the unlisted companies and

valuatonin terms of SEBI (ICDR) Bguhktions, for the listed companjes

3.3.2 Other types of Preference shares/Debentures i.ecarovertible, optionally convertible

or partially convertible for issue of which funds have been received on or after May7lar200
considered as debt. Accordingly all norms applicable for ECBs relating to eligible borrowers,
recognized lenders, amount and maturity,-esd stipulations, etc. shall apply. Since these
instruments would be denominated in rupees, the rupee intateswill be based on the swap
equivalent of London Interbank Offered Rate (LIBOR) plus the spread as permissible for ECBs
of corresponding maturity

3.3.2.10nly equity shares, fulljgompulsorily and mandatorily convertible debentures and fully,
compusorily and mandatorily convertible preference shasgth noin-built options of any type,
would qualify as eligible instruments for FDI.  Equity instruments issued/transferred 10 non
residents havingn-built options or supported by options sold bydhparties would lose their

equity character and such instruments would have to comply with the extant ECB guidelines.

3.3.3 The inward remittance received by the Indian company vide issuance of DRs and FCCBs

are treated as FDI and counted towards FDI.

3.3.4 Issue of shares by Indian Companies under FCCB/ADR/GDR

() Indian companies can raise foreign currency resources abroad through the issue of
FCCB/DR (ADRs/GDRs), in accordance with the Scheme for issue of Foreign Currency
Convertible Bonds and Ordany Shares (Through Depository Receipt Mechanism)
Scheme, 1993 and guidelines issued by the Government of India there under from time to
time.

(i) A company can issue ADRs / GDRs if it is eligible to issue shares to persons resident
outside India under thFDI Policy. However, an Indian listed company, which is not
eligible to raise funds from the Indian Capital Market including a company which has
been restrained from accessing the securities market by the Securities and Exchange
Board of India (SEBI) wilnot be eligible to issue ADRs/GDRs.
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(iif) Unlisted companies, which have not yet accessed the ADR/GDR route for raising capital
in the international market, would require prior or simultaneous listing in the domestic
market, while seeking to issue sucherseas instruments. Unlisted companies, which
have already issued ADRs/GDRs in the international market, have to list in the domestic
market on making profit or within three years of such issue of ADRs/GDRs, whichever is
earlier. ADRs / GDRs are issued time basis of the ratio worked out by the Indian
company in consultation with the Lead Manager to the issue. The proceeds so raised have
to be kept abroad till actually required in India. Pending repatriation or utilization of the
proceeds, the Indian comapy can invest the funds in:

(a) Deposits, Certificate of Deposits or other instruments offered by banks rated by
Standard and Poor, Fitch, IBCA ,Moody's, etc. with rating not below the rating
stipulated by Reserve Bank from time to time for the purpose;

(b) Deposits with branch/es of Indian Authorized Dealers outside India; and

(c) Treasury bills and other monetary instruments with a maturity or unexpired maturity
of one year or less.

(iv) There are no endse restrictions except for a ban on deploytenvestment of such
funds in real estate or the stock market. There is no monetary limit up to which an Indian
company can raise ADRs / GDRs.

(v) The ADR / GDR proceeds can be utilized for first stage acquisition of shares in the
disinvestment processf Public Sector Undertakings / Enterprises and also in the
mandatory second stage offer to the public in view of their strategic importance.

(vi) Voting rights on shares issued under the Scheme shall be as per the provisions of
Companies Act, 1956 and ammanner in which restrictions on voting rights imposed on
ADR/GDR issues shall be consistent with the Company Law provisions. Voting rights in
the case of banking companies will continue to be in terms of the provisions of the
Banking Regulation Act, 1948nd the instructions issued by the Reserve Bank from time
to time, as applicable to all shareholders exercising voting rights.

(vii) Erstwhile OCBs who are not eligible to invest in India and entities prohibited from
buying, selling or dealing in secugs by SEBI will not be eligible to subscribe to ADRs/

GDRs issued by Indian companies.
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(viii)The pricing of ADR / GDR issues should be made at a price determined under the
provisions of the Scheme of issue of Foreign Currency Convertible Bonds and Ordinary
Shares (through Depository Receipt Mechanism) Scheme, 1993 and guidelines issued by
the Government of India and directions issued by the Reserve Bank, from time to time.

(ix) The pricing of sponsored ADRs/GDRs would be determined under the provisidmes of t
Scheme of issue of Foreign Currency Convertible Bonds and Ordinary Shares (Through
Depository Receipt Mechanism) Scheme, 1993 and guidelines issued by the Government
of India and directions issued by the Reserve Bank, from time to time.

335 () Two-way Fungibility Scheme: A limited two-way Fungibility scheme has been put

in place by the Government of India for ADRs / GDRdnder this Scheme, a stock broker in

India, registered with SEBI, can purchase shares of an Indian company from the market f
conversion into ADRs/GDRs based on instructions received from overseas inveRers.
issuance of ADRs / GDRs would be permitted to the extent of ADRs / GDRs which have been
redeemed into underlying shares and sold in the Indian market.

(i) Sponsored AR/GDR issue:An Indian company can also sponsor an issue of ADR / GDR.
Under this mechanism, the company offers its resident shareholders a choice to submit their
shares back to the company so that on the basis of such shares, ADRs / GDRs can be issued
albroad. The proceeds of the ADR / GDR issue are remitted back to India and distributed among
the resident investors who had offered their Rupee denominated shares for conversion. These
proceeds can be kept in Resident Foreign Currency (Domestic) accolmt&iby the resident

shareholders who have tendered such shares for conversion into ADRs / GDRSs.

3.4 ISSUE/TRANSFER OF SHARES

3.4.1The capital instruments should be issued within 180 days from the date of receipt of the

inward remittanceeceived throulg normal banking channels including escrow account opened
and maintained for the purpose by debit to the NRE/FCNR (B) account of the wiesident
investor. In case, the capital instruments are not issued within 180 days from the date of receipt
of the inward remittance or date of debit to the NRE/FCNR (B) account, the amount of
consideration so received should be refunded immediately to theesiolent investor by
outward remittance through normal banking channels or by credit to the NRE/FCNR (B)

account, as the case may be. Noompliance with the above provision would be reckoned as a
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contravention under FEMA and would attract penal provisions. In exceptional cases, refund of
the amount of consideration outstanding beyond a period of 180 daysheodate of receipt

may be considered by the RBI, on the merits of the case.

3.4.2Issue price of shareg Price of shares issued to persons resident outside India under the

FDI Policy, shall not be less than

a. the price worked out in accordance with theBEguidelines, as applicable, where the
shares of the company is listed on any recognised stock exchange in India;

b. the fair valuation of shares done by a SEBI registered Catedgdfgrchant Banker o
Chartered Accountant as per the discounted frele taw method, where the shares of
the company is not listed on any recognised stock exchange in India ; and

c. the price as applicable to transfer of shares from resident toesatent as per the
pricing guidelines laid down by the Reserve Bank from timéme, where the issue of

shares is on preferential allotment.

3.4.3 Foreign Currency Account i Indian companies which are eligible to issue shares to
persons resident outside India under the FDI Policy may be allowed to retain the share

subscription amant in a Foreign Currency Account, with the prior approval of RBI.

3.4.4Transfer of shares and convertible debentures
(i) Subject to FDI sectoral polidyelating to sectoral ca@ndentry route} applicable laws

and other conditionalities includinsecurity conditionsportresident investors can also

invest in Indian companies by purchasing/acquiring existing shares from Indian

shareholders or from other noesident shareholders. General permission has been

granted to nomesidents/NRIs for acgsition of shares by way of transfer subject to the

following:

(a) A person resident outside India (other than NRI and erstwhile OCB) may transfer by
way of sale or gift, the shares or convertible debentures to any person resident outside
India (including NRIS).

(b) NRIs may transfer by way of sale or gift the shares or convertible debentures held by

them to another NRI.
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(c) A person resident outside India can transfer any security to a person resident in India

by way of gift.

(d) A person resident outsidadia can sell the shares and convertible debentures of an
Indian company on a recognized Stock Exchange in India through a stock broker
registered with stock exchange or a merchant banker registered with SEBI.

(e) A person resident in India can transfgrway of sale, shares/convertible debentures
(including transfer of subscriberoés share
financial services sectors (i.e. Banks, NBFC, Insurance, Asset Reconstruction
Companies (ARCs), Credit Information Compan{€ICs), infrastructure companies
in the securities market viz. Stock Exchanges, Clearing Corporations, and
Depositories, Commodity Exchanges, etc.) under private arrangement to a person
resident outside India, subject to the guidelines givekmimex-2.

() General permission is also available for transfer of shares/convertible debentures, by
way of sale under private arrangement by a person resident outside India to a person
resident in India, subject to the guidelines giveAmmex-2.

(g9) The above Gesral Permission also covers transfer by a resident to -aesafent of
shares/convertible debentures of an Indian company, engaged in an activity earlier
covered under the Government Route but now falling under Automatic Route, as well
as transfer of shas by a nowresident to an Indian company under buyback and/or
capital reduction scheme of the company. However, this General Permission is not
available in case of transfer of shares / debentures, from a Resident to- a Non
Resident/NorResident Indian, o&in entity engaged in any activity in the financial
services sector (i.e. Banks, NBFCs, Asset Reconstruction Companies (ARCs), Credit
Information Companies (CICs), Insurance, infrastructure companies in the securities
market such as Stock Exchanges, CileariCorporations, and Depositories,
Commodity Exchanges, etc.).

(h) The Form FETRS should be submitted to the AD CategbBank, within 60 days
from the date of receipt of the amount of consideration. The onus of submission of
the Form FCTRS within thegiven timeframe would be on the transferor/transferee,

resident in India.
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(i) The sale consideration in respect of equity instruments purchased by a person resident
outside India, remitted into India through normal banking channels, shall be subjected to
a Know Your Customer (KYC) check by the remittance receiving@ddegoryl bank
at the time of receipt of funds. In case, the remittance receivin@&®goryl bank is
different from the ADCategoryl bank handling the transfer transaction, the KY@&agh
should be carried out by the remittance receiving bank and the KYC report be submitted
by the customer to the ABategoryl bank carrying out the transaction along with the
Form FGTRS.

(i) Escrow: AD Categoryl banks have been given general permission to open Escrow
account and Special account of resident corporate for open offers / exit offers and
delisting of shares. The relevant SEBI (SAST) Regulations or any other applicable SEBI
Reaulations/ provisions of the Companies Act, 1956 will be applicald® Categoryl
banks have also been permitted to open and maintain, without prior approval of RBI,
non-interest bearing Escrow accounts in Indian Rupees in India on behalf of residents
and/or nonresidents, towards payment of share purchase consideratitor @novide
Escrow facilities for keeping securities to facilitate FDI transactions subject to the terms
and conditions specified by RBI. SEBI authorised Depository Participants atswe
been permitted to open and maintain, without prior approval of RBI, Escrow accounts for
securities subject to the terms and conditions as specified bylRBbth cases, the
Escrow agent shall necessarily be an AD Cateddrgnk or SEBI authoriseDepository
Participant (in case of securitiesd accour
issue of fresh shares to the noesidents as well as transfer of shares from / to the non

residents.

3.4.5 Prior permission of RBI in certain casedor transfer of capital instruments i
(i) The following instances of transfer of capital instruments from resident toesaients
by way of sale require prior approval of RBI:
(a) Transfer of capital instruments of an Indian company engaged in fih@eciaces
sector (i.e. Banks, NBFCs, Asset Reconstruction Companies (ARCs), Credit

Information Companies (CICs), Insurance companies, infrastructure companies in
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the securities market such as Stock Exchanges, Clearing Corporations, and
Depositories, Comuodity Exchanges, etc.).

(b) Transactions which attract the provisions of SEBI (Substantial Acquisition of Shares
& Takeovers) Regulations, 1997.

(c) The activity of the Indian company whose capital instrumangsbeing transferred
falls outside the autortia route and the approval of the Government has been
obtained for the said transfer.

(d) The transfer is to take place at a price which falls outside the pricing guidelines
specified by the Reserve Bank from time to time.

(e) Transfer of capital instruménwhere the nonesident acquirer proposes deferment of
payment of the amount of consideration, prior approval of the Reserve Bank would be
required, as hitherto. Further, in case approval is granted for a transaction, the same
should be reported in ForffC-TRS, to an ADCategoryl bank for necessary due
diligence, within 60 days from the date of receipt of the full and final amount of
consideration.

(i) The transfer of capital instruments of companies engaged in sectors falling under the
Government Rute from residents to nenesidents by way of sale or otherwise requires
Government approval followed by permission from RBI.

(i) A person resident in India, who intends to transfer any capital instrument, by way of gift
to a person resident outsidelia, has to obtain prior approval from Reserve Bank. While
forwarding applications to Reserve Bank for approval for transfer of capital instruments
by way of gift, the documents mentionedAnnex-3 should be enclosed. Reserve Bank
considers the followingactors while processing such applications:

(a) The proposed transferee (donee) is eligible to hold such capital instruomeleis
Schedules 1, 4 and 5 of Notification No. FEMA 20/2@RB dated May 3, 2000, as
amended from time to time.

(b) The gift doeshot exceed 5 per cent of the paipd capital of the Indian company/each
series of debentures/each mutual fund scheme.

(c) The applicable sectoral cap limit in the Indian company is not breached.
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3.4.6
(i)

(d) The transferor (donor) and the proposed transferee (J@reeclose relatives as
defined in Section 6 of the Companies Act, 1956, as amended from time to time. The
current list is reproduced #innex-4.

(e) The value of capital instrument® be transferred together with any capital
instrumentsalready transieed by the transferor, as gift, to any person residing
outside India does not exceed the rupee equivalent of USD 25,000 during the calendar
year.

(H Such other conditions as stipulated by Reserve Bank in public interest from time to
time.

Conversion of ECB/Lumpsum Fee/Royalty into Equity

Indian companies have been granted general permission for conversion of External

Commercial Borrowings (ECB) (excluding those deemed as ECB) in convertible foreign

currency into equity shares/fully compulsorégynd mandatorily convertible preference

shares, subject to the following conditions and reporting requirements.

(a) The activity of the company is covered under the Automatic Route for FDI or the
company has obtained Government approval for foreign equibhei company;

(b) The foreign equity after conversion of ECB into equity is within the sectoral cap, if
any;

(c) Pricing of shares is as per the provision of para 3.4.2 above;

(d) Compliance with the requirements prescribed under any other statutegutation
in force; and

(e) The conversion facility is available for ECBs availed under the Automatic or
Government Route and is applicable to ECBs, due for payment or not, as well as
secured/unsecured loans availed from-resident collaborators.

(i) General permission is also available for issue of shares/preference shares against lump

sum technical knovhhow fee, royalty, subject tentry route, sectoral cap amudicing
guidelines(as perthe provision of para 3.4.2 abova)d compliance with applicabtax

laws.

(iii) Issue of equity shares under the FDI policy is allowaderthe Government route for

the following:
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() import of capital goods/ machinery/ equipment (including se¢@mdi machinery),
subject to compliance with the following cotidns:

(a) Any import of capital goods/machinery etc., made by a resident in India, has to be
in accordance with the Export/ Import Policy issued by Government of India/as
defined by DGFT/FEMA provisions relating to imports.

(b) There is an independent valuatioh the capital goods/machinery/equipments
(including secondhand machinery) by a third party entity, preferably by an
independent valuer from the country of impalbngwith productionof copies of
documents/certificates issued by the customs authoresrtls assessment of the
fair-value of such imports

(c) The applicationclearly indicaing the beneficial ownership and identity of the
Importer Company as well as overseas entity.

(d) Applications complete in all respectdpr conversions of import payables for
capital goods into FDI teg made within 180 days from the date of shipment of
goods.

(I pre-operative/ prancorporation expenses (including payments of rent etc.), subject to
compliance with the following conditions:

(a) Submission of FIRC for remittaacof funds by the overseas promoters for the
expenditure incurred.

(b) Verification and certification of the pfi@corporation/preoperative expenses by
the statutory auditor

(c) Payments should be made by the foreign investor to the conugbesstly or
through he bank account opened by the foreign investor as provided under FEMA
Regulations.

(d) Theapplications complete in all respect&r capitalizationbeingmadewithin the
period of 180 dayfrom the date of incorporation of the company

General conditions

() All requests for conversion should be accompanied by a special resolution of the
company.
(i) Government 6s approval woul d be subject

appropriate tax clearance.
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3.5 SPECIFIC CONDITIONS IN CERTAIN CASES

3.5.1 Issue of Rights/Bons Sharesi FEMA provisions allow Indian companies to freely
issue Rights/Bonus shares to existing-nesident shareholders, subject to adherence to sectoral
cap, if any. However, such issue of bonus / rights shares has to be in accordance with other
lawg'statutes like the Companies Act, 1956, SEBI (Issue of Capital and Disclosure
Requirements) Regulations, 2009 (in case of listed companies), etc. The offer on right basis to

the persons resident outside India shall be:

(a) in the case of shares of a qoamy listed on a recognized stock exchange in India, at a price
as determined by the company;

(b) in the case of shares of a company not listed on a recognized stock exchange iatladia,
price which is not less than the price at which the offer oht diasis is made to resident
shareholders.

3.5.2 Prior permission of RBI for Rights issue to erstwhile OCBs OCBs have been de
recognised as a class of investors from September 16, 2003. Therefore companies desiring to
issue rights share to such erstwill€Bs will have to take specific prior permission from RBI.

As such, entitlement of rights share is not automatically available to erstwhile OCBs. However
bonus shares can be issued to erstwhile OCBs without the approval of RBI.

3.5.3 Additional allocation of rights share by residents to norresidentsi EXxisting non

resident shareholders are allowed to apply for issue of additional shares/ fully, compulsorily and
mandatorily convertible debentures/ fully, compulsorily and mandatorily convertible preference
shares over and above their rights share entittements. The investee company can allot the
additional rights share out of unsubscribed portion, subject to the condition that the overall issue
of shares to noresidents in the total paigp capital of the @mpany does not exceed the
sectoral cap.

3.5.4 Acquisition of shares under Scheme of Merger/Demerger/Amalgamationi
Mergergdemergers amalgamations of companies in India are usually governed by an order
issued by a competent Court on the basis of tiherSe submitted by the companies undergoing

mergefdemergefamalgamation. Once the scheme of merger or demergamalgamation of
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two or more Indian companies has been approved by a Court in India, the transferee company or
new company is allowed to isssbares to the shareholders of the transferor company resident
outside India, subject to the conditions that:

(i) the percentage of shareholding of persons resident outside India in the transferee or new
company does not exceed the sectoral cap, and

(i) the ransferor company or the transferee or the new company is not engaged in activities
which are prohibited under the FDI policy .

3.5.5 Issue of shares under Employees Stock Option Scheme (ESOPS)

() Listed Indian companies are allowed to issue shares unedtrployees Stock Option
Scheme (ESOPSs), to its employees or employees of its joint venture or wholly owned
subsidiary abrogdvho are resident outside India, other than to the citizens of Pakistan.
ESOPs can be issued to citizens of Bangladesh withribegpproval of FIPB. Shares
under ESOPs can be issued directly or through a Trust subject to the condition that:

(a) The scheme has been drawn in terms of relevant regulations issued by the SEBI, and
(b) The face value of the shares to be allotted under thenmszho the nomesident
employees does not exceed 5 per cent of theygahpital of the issuing company.

(i) Unlisted companies have to follow the provisions of the Companies Act, 1956. The
Indian company can issue ESOPs to employees who are residedé dntka, other than
to the citizens of Pakistan. ESOPs can be issued to the citizens of Bangladesh with the
prior approval of the FIPB.

(iif) The issuing company is required to report (plain paper reporting) the details of granting
of stock options under theclseme to nomesident employees to the Regional Office
concerned of the Reserve Bank and thereafter the details of issue of shares subsequent to
the exercise of such stock options within 30 days from the date of issue of shares in Form
FC-GPR

3.5.6 Share Swap In cases of investment by way of swap of shares, irrespective of the
amount, valuation of the shares will have to be made by a Category | Merchant Banker registered
with SEBI or an Investment Banker outside India registered with the appropriatatoegu
authority in the host country. Approval of the Foreign Investment Promotion Board (FIPB) will
also be a prerequisite for investment by swap of shares.

3.5.7 Pledge of Shares
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(A) A person being a promoter of a company registered in India (bmiga@mpany), which
has raised external commercial borrowings, may pledge the shares of the borrowing company or
that of its associate resident companies for the purpose of securing the ECB raised by the
borrowing company, provided that a no objectiontfer same is obtained from a bank which is
an authorised dealer. The authorized dealer, shall issue the no objection for such a pledge after
having satisfied itself that the external commercial borrowing is in line with the extant FEMA
regulations for ECBand that :

i). the loan agreement has been signed by both the lender and the borrower,

i) there exists a security clause in the Loan Agreement requiring the borrower to create

charge on financial securities, and

iii) the borrower has obtained Loan Regsion Number (LRN) from the Reserve Bank:

and the said pledge would be subject to the following conditions :

a). the period of such pledge shall beteaminus with the maturity of the underlying ECB;

b). in case of invocation of pledge, transfer shallin accordance with the extant FDI Policy

and directions issued by the Reserve Bank;

c). the Statutory Auditor has certified that the borrowing company will utilized / has

utilized the proceeds of the ECB for the permitted end use/s only.

(B) Nonrresicent holding shares of an Indian company, can pledge these shares in favour of the
AD bank in India to secure credit facilities being extended to the resident investee company for

bonafide business purpose, subject to the following conditions:

() in case of mvocation of pledge, transfer of shares should be in accordance with the FDI
policy in vogue at the time of creation of pledge;
(i) submission of a declaration/ annual certificate from the statutory auditor of the investee
company that the loan proceeds Wil / have been utilized ftinedeclared purpose;
(iif) the Indian company has to follow the relevant SEBI disclosure norms; and
(iv) pledge of shares in favour of the lender (bank) would be subject to Section 19 of the
Banking Regulation Act, 1949.

(C) Non-residant holding shares of an Indian company, can pledge these shares in favour of an
overseas bank to secure the credit facilities being extended to threswent investor / nen

28



resident promoter of the Indian company or its overseas group company, sobjéw t
following:
() loan is availed of only from an overseas bank;
(if) loan is utilized for genuine business purposes overseas and not for any investments either
directly or indirectly in India;
(iif) overseas investment should not result in any dapflaw into India;
(iv)in case of invocation of pledge, transfer should be in accordance with the FDI policy in
vogue at the time of creation of pledge; and
(v) submission of a declaration/ annual certificate from a Chartered Accountant/ Certified
Public Accountant of the nonesident borrower that the loan proceeds will be / have

been utilized for the declared purpose.

3.6 ENTRY ROUTES FOR INVESTMENT:

3.6.1 Investments can be made by m@sidents in the equity shares/fully, compulsorily and
mandatorilyconvertible debentures/ fully, compulsorily and mandatorily convertible preference
shares of an Indian company, througha Automatic Router the Government Route. Under the
Automatic Route, the neresident investor or the Indian company does not reguiy approval

from Government of India for the investment. Under the Government Route, prior approval of
the Government of India is required. Proposals for foreign investment under Government route,

are considered by FIPB.

3.6.2 Guidelines for estabishment of Indian companies/ transfer of ownership or control

of Indian companies, from resident Indian citizens to nofresident entities, in sectors with

caps:

In sectors/activities with caps, includingter-alia defence production, air transport sees,

ground handling services, asset reconstruction companies, private sector banking, broadcasting,
commodity exchanges, credit information companies, insurance, print media,
telecommunications and satellites, Government approval/FIPB approval woulgubedan all

cases where:
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() An Indian company is being established with foreign investment and is owned by a non
resident entity or

(i) An Indian company is being established with foreign investment and is controlled by a non
resident entity or

(i) The control of an existing Indian company, currently owned or controlled by resident Indian
citizens and Indian companies, which are owned or controlled by resident Indian citizens, will
bel/is being transferred/passed on to a-me@dent entity as a ceaquence of transfer of shares
and/or fresh issue of shares to wresident entities through amalgamation, merger/demerger,
acquisition etc. or

(iv) The ownership of an existing Indian company, currently owned or controlled by resident
Indian citizens andhdian companies, which are owned or controlled by resident Indian citizens,
will be/is being transferred/passed on to a-nesident entity as a consequence of transfer of
shares and/or fresh issue of shares to -nesident entities through amalgamation,
merger/demerger, acquisition etc.

(v) It is clarified that these guidelines will not appty sectors/activities where there are no
foreign investment caps, that is, 100% foreign investment is permitted under the automatic route.
(vi) It is also clarifed that Foreign investment shall include all types of foreign investments i.e.
FDI, investment by FlIs, NRIs, ADRs, GDRs, Foreign Currency Convertible Bonds (FCCB) and
fully, mandatorily & compulsorily convertible preference shares/debentures, regardless o
whether the said investments have been made under Schedule 1, 2, 3 and 6 of FEMA (Transfer

or Issue of Security by Persons Resident Outside India) Regulations.

3.7 CAPS ON INVESTMENTS

3.7.1 Investments can be made by fesidents in the capital ofrasident entity only to the

extent of the percentage of the total capitaspecifiedin the FDI policy. The caps in various
sector(s) are detailed in Chap@eof this circular.

3.8 ENTRY CONDITIONS ON INVESTMENT
3.8.1 Investmentdy nonresidentan be permitted in the capital of a resident entity in certain

sectors/activity with entry conditions. Such conditions may include norms for minimum
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capitalization, lockin period, etc. The entry conditions in various sectors/activities are detailed

in Chager 6 of this circular.

39 OTHER CONDITIONS ON INVESTMENT BESIDES ENTRY CONDITIONS

3.9.1 Besides the entry conditions on foreign investment, the investment/invastaesquired

to conply with all relevant sectoral laws, regulations, rulgscurity onditions, and state/ local

laws/ regulations.

3.10 FOREIGN INVESTMENT INTO/ DOWNSTREAM INVESTMEN T BY INDIAN
COMPANIES

3.10.1 The Guidelines for calculation of total foreign investment, both direct and indirect in an
Indian company, at every stage iazestment, including downstream investment, have been
detailed in Paragraph 4.1

3.10.2 For thepurposeof this chapter,

(i) o6Downstream investmentd® means indirect
into another Indian company, by way of suljion or acquisition, in terms of
Paragraph 4.1. Paragraph 4.1.3 provides the guidelines for calculation of indirect foreign
investment, with conditions specified in paragraph 4.1.3 (v).

(ii) O6Foreign I nvestmentod wophM#l have the san

3.10.3 Foreign investment into an Indian company engaged only in the activity of investing

in the capital of other Indian companyies (regardless of its ownership or control)

3.10.3.1 Foreign investment into an Indian company, engaged ortheimctivity of investing in

the capital of other Indian company/ies, will require prior Government/FIPB approval, regardless
of the amount or extent of foreign investment. Foreign investment inteBldoking Finance
Companies (NBFCs), carrying on acties approved for FDI, will be subject to the conditions

specified inparagrapl6.2.24 of this Circular.
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3.10.3.2 Those companies, which are Core Investment Companies (CICs), will have to

additionallyf ol | ow RBI 6s Regul atory Framework for CI

3.10.33 For infusion of foreign investment into an Indian company which does not have any
operations and also does not have any downstream investments, Government/FIPB approval
would be required, regardless of the amount or extent of foreign investment. Fashand

when such a company commences business(s) or makes downstream investment, it will have to
comply with the relevant sectoral conditions on entry route, conditionalities and caps.

Note: Foreign investment into other Indian companies would be iordaace/ compliance with

the relevant sectoral conditions on entry route, conditionalities and caps.

3.10.4 Downstream investment by an Indian company which is owned and/or controlled by

non resident entity/ies:

3.10.4.1 Downstream investment by dndian company, which is owned and/ or controlled by
nornresident entity/ies, into another Indian company, would be in accordance/compliance with the
relevant sectoral conditions on entry route, conditionalities and caps, with regard to the sectors in

which thelatterIndian company is operating.

3.10.4.2 Downstream investments by Indian companies will be subject to the following
conditions:

(i) Such a company is to notify SIA, DIPP and FIPB of its downstream investment in the form
available at  httglwww.fipbindia.com within 30 days of such investment, even if capital
instruments have not been allotted along with the modality of investment in new/existing ventures

(with/without expansion programme);

(i) downstream investment by way of inductiohforeign equity in an existing Indian Company
to be duly supported by a resolution of the Board of Dire@stalso a shareholders Agreement, if

any,;

(ii) issue/transfer/pricing/valuation of shares shall be in accordance with applicable SEBI/RBI

guiddines;
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(iv) For the purpose of downstream investment, the Indian companies making the downstream
investments would have to bring in requisite funds from abroad and not leverage fundisefrom
domestic market This would, however, not preclude downstreaompanies, with operations,

from raising debt in the domestic market. Downstream investments through internal accruals are

permissible, subject to the provisionspafragraph8.10.3and3.10.4.1.
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CHAPTER 4: CALCULATION OF FOREIGN INVESTMENT

41 TOTAL FOREIGN INVESTMENT i.e. DIRECT AND INDIRECT FOREIGN
INVESTMENT IN INDIAN COMPANIES.

4.1.1 Investment in Indian companies can be made both byresident as well as resident

Indian entities. Any nomesident investment in an Indian company is directijorenvestment.
Investment by resident Indian entities could again comprise of both resident anesit@mt
investment. Thus, such an Indian company would have indirect foreign investment if the Indian
investing company has foreign investment in it. Tridérect investment can also be a cascading

investment i.e. through mulkayered structure.

4.1.2 For the purpose of computation of indirect Foreign investment, Foreign Investment in
Indian company shall include all types of foreign investments i.e.; FMestment by
Flls(holding as on March 31); NRIs; ADRs; GDRs; Foreign Currency Convertible Bonds
(FCCB); fully, compulsorily and mandatorily convertible preference shares and
fully,compulsorily and mandatorily convertible Debentures regardless of whéikesaid
investments have been made under Schedule 1, 2, 3 and 6 of FEM (Transfer or Issue of Security
by Persons Resident Outside India) Regulations, 2000.

4.1.3 Guidelines for calculation of total foreign investment i.e. direct and indirect foreign
investment in an Indian company.
() Counting the Direct Foreign Investment: All investment directly by a noeresident
entity into the Indian company would be counted towards foreign investment.
(i) Counting of indirect foreign Investment:

(&) The foreigh investment through the investing Indian company would not be
considered for calculation of the indirect foreign investment in case of Indian
compani es whianthc carter oddverdedd by resi dent
Indian Companies which are owneautacontrolled by resident Indian citizens .

(b)For cases where condition (a) above is not satisfied or if the investing company is

ownedorcontroll ed by dé6dnon resident entities
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company into the subject Indian Cpamy would be considered as indirect foreign

investment,

provided that, as an exception, the indirect foreign investment in only the 100%

owned subsidiaries of operatiegm-investing/investing companies, will be limited

to the foreign investment in theperatingcuntinvesting/ investing company. This

exception is made since the downstream investment of a 100% owned subsidiary of

the holding company is akin to investment made by the holding company and the
downstream investment should be a mirror imagehef holding company. This
exception, however, is strictly for those cases where the entire capital of the
downstream subsiary is owned by the holding company.
[llustration

To illustrate, if the indirect foreign investment is being calculated for Cagpnawhich

has investment through an investing Company Y having foreign investment, the

following would be the method of calculation:

(A) where Company Y has foreign investment less than-808mpany X would not be
taken as having any indirect foreign @stment through Company Y.

(B) where Company Y has foreign investment of say 75% and:

() invests 26% in Company X, the entire 26% investment by Company Y would be
treated as indirect foreign investment in Company X;

(1) Invests 80% in Company X, thadirect foreign investment in Company X would
be taken as 80%

(1) where Company X is a wholly owned subsidiary of Company Y (i.e. Company Y
owns 100% shares of Company X), then only 75% would be treated as indirect
foreign equity and the balance 25% Wbbe treated as resident held equity. The
indirect foreign equity in Company X would be computed in the ratio of 75: 25 in
the total investment of Company Y in Company X.

(i) The total foreign investment would be the sum total of direct and indireeigfo
investment.
(iv) The above methodology of calculation would apply at every stage of investment in

Indiancompanies and thus to each and every Indaampany.
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(v) Additional conditions:

() The full details about the foreign investment includimgnership details etc. in Indian
company(s) and information about the control of the company(s) would be furnished by
the Company(s) to the Government of India at the time of seeking approval.

(b) In any sector/activity, where Government approval is reduor foreign investment and
in cases where there are anyer-se agreements between/amongst sHaskelers which
have an effect on the appointment of the Board of Directors or on the exercise of voting
rights or of creating voting rights disproportioaato shareholding or any incidental
matter thereof, such agreements will have to be informed to the approving authority. The
approving authority will consider sudhter-se agreements for determining ownership
and control when considering the case for apalof foreign investment.

(c) In all sectors attracting sectoral caps, the balance equity i.e. beyond the sectoral foreign
investment cap, would specifically be beneficially owned by/held with/in the hands of
resident Indian citizens and Indian companiewned and controlled by resident Indian
citizens.

(d) In the 1& B and Defence sectors where the sectoral cap is less than 49%, the company
woul d need tand clhent bowheddé by resident Il nd
companies, which are owned and trotked by resident Indian citizens.

(A) For this purpose, the equity held by the largest Indian shareholder would have to be
at least 51% of the total equity, excluding the equity held by Public Sector Banks and
Public Financial Institutions, as definad Section 4A of the Companies Act, 1956.
The term 61l argest |l ndi an sharehol der 6, L
combination of the following:

(I) Inthe case of an individual shareholder,
(aa) The individual shareholder,
(bb) A relative of he shareholder within the meaning of Section 6 of the
Companies Act, 1956.
(cc) A company/ group of companies in which the individual shareholder/HUF to
which he belongs has management and controlling interest.

(1) In the case of an Indian company,

(ag The Indian company
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(bb) A group of Indian companies under the same management and ownership
control.

( B) For the purpose of this Clause, Al ndi
have a resident Indian or a relative as defined under Sectiothé Gompanies Act,

1956/ HUF, either singly or in combination holding at least 51% of the shares.

(C) Provided that, in case of a combination of all or any of the entities mentioSeiin
Clauses I) and (l) of clause4.1.3(v)(d)(A above, each of theapties shall have
entered into a legally binding agreement to act as a single unit in managing the
matters of the applicant company.

(e) If a declaration is made by persons as per section 187C of the Indian Companies Act
about a beneficial interest beirigeld by a non resident entity, then even though the
investment may be made by a resident Indian citizen, the same shall be counted as

foreign investment.

4.1.4 The above mentioned policy and methodology would be applicable for determining the
total foregn investment in all sectors, except in sectors where it is sgaifiastatute or rule
there under. The above methodology of determining direct and indirect foreign investment
therefore does not apply to the Insurance Sector which will continue tousengd by the

relevant Regulation.

4.1.5 Any foreign investment already made in accordance with the guidelines in existence prior
to February 13, 2009 (date of issue of Press Note 2 of 2009) would not require any modification
to conform to these guideks. All other investments, past and future, would come under the
ambit of these new guidelines.
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CHAPTER 5: FOREIGN INVESTMENT PROMOTION BOARD
(FIPB)

5.1 CONSTITUTION OF FIPB :

5.11 FIPB comprises of the following Secretarieshe Government of India:

(i) Secretary to Government, Department of Economic Affairs, Ministry of Finance
i Chairperson

(i) Secretary to Government, Department of Industrial Policy & Promotion, Ministry
of Commerce & Industry

(iif) Secretary to Government, Departmh@f Commerce, Ministry of Commerce &
Industry

(iv) Secretary to Government, Economic Relations, Ministry of External Affairs

(v) Secretary to Government, Ministry of Overseas Indian Affairs.

5.12 The Board would be able to -@pt other Secretaries to the CahtGovernment
and top officials of financial institutions, banks and professional experts of Industry and

Commerce, as and when necessary.

52 LEVELS OF APPROVALS FOR CASES UNDER GOVERNMENT ROUTE

5.2.1 The Minister of Finance who is-4charge of FIPB wald consider the recommendations

of FIPB on proposals with total foreign equity inflow of and below Rs.1200 crore.

5.2.2 The recommendations of FIPB on proposals with total foreign equity inflow of more than
Rs. 1200 crore would be placed for consideratibCCEA.

5.2.3 The CCEA would also consider the proposals which may be referred to it by the FIPB/

the Minister of Finance (Heharge of FIPB).

53 CASES WHICH DO NOT REQUIRE FRESH APPROVAL

5.3.1 Companies may not require fresh prior approval & @overnment i.e. Minister in
charge of FIPB/CCEA for bringing in additional foreign investment into the same entity, in the

following cases:
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) Entities the activities of which had earlier required prior approval of FIPB/CCFI/CCEA
and whch had, accordigly, earlier obtained prior approval of FIPB/CCFI/CCEA for their initial
foreign investment but subsequently such activities/sectors have been placed under automatic

route;

(i) Entities the activities of which had sectoral caps earlier andigfhhad, &cordingly,

earlier obtained prior approval of FIPB/CCFI/CCEA for their initial foreign investment but
subsequently such caps were removed/increased and the activities placed under the automatic
route; provided that such additional investment alongwithrtitial/original investment does not

exceed the sectoral caps; and

(i)  Additional foreign investment into the same entity where prior approval of
FIPB/CCFI/CCEA had been obtained earlier for the initial/original foreign investment due to
requirements ofPress Note 18/1998 or Press Note 1 of 2@d8 prior approval of the

Government under the FDI policy is not required for any other reason/purpose.

54 ONLINE FILING OF APPLICATIONS FOR FIPB | GOVERNMENTOG S
APPROVAL

5.4.1 Guidelines for diling of applicaions, filing of amendment applications and instructions

t o applicants ar e avai | atdtp:/inmin.aidin) &d PBO s

(http://www.fipbindia.com).
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CHAPTER 6: SECTOR SPECIFIC CONDITIONS ON FDI

6.1 PROHIBIT ED SECTORS
FDI is prohibited in:

(a) Retail Trading (except single brand product retailing)

(b) Lottery Business including Government /private lottery, online lotegie.

(c) Gambling and Betting including casinos etc.

(d) Chit funds

(e) Nidhi company

(H Trading in Transferable Development Rights (TDRS)

(9) Real Estate Business or Construction of Farm Houses

(h) Manufacturing of Cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco
substitutes

() Activities / sectors not open to prieasector investmergg. Atomic Energy and
Railway Transport (other than Mass Rapid Transport Systems).

Foreign technology collaboration in any form including licensing for franchise,

trademark, brand name, management contract is also prohibited forylLBiisiness and

Gambling and Betting activities.

6.2 PERMITTED SECTORS

In the following sectors/activities, FDI up to the limit indicated against each sector/activity is
allowed subject to applicable lawk regulations security and oher conditionalities In
sectors/activities not listed below, FDI is permitted upto 100% on the automatic route, subject to

applicable lawkregulations securityand other conditionalities

Wherever there is a requirement ofnimum capitalization it shall include share premium
received alongvith the face value of the share, only when it is received by the company upon
issue of the shares to the A@sident investor. Amount paid by the transferee duringipsge
transfer ofshares beyondhe isse price of the share, cannot be taken into account while

calculatingminimum capitalizatiomequirement;
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SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

AGRICULTURE

6.2.1

Agriculture & Animal Husbandry

a) Floriculture, Horticulture| 100% Automatic
Apiculture and Cultivation of
Vegetables & Mushrooms und
controlled conditions;

b) Development and production
Seeds and planting material;

c) Animal Husbandry (includin
breeding of dogs), Piscicultur
Aquaculture  under  controlleg
conditions; and

d) senices related to agro and allig
sectors

Note: Besides the above, FDI is ng
allowed in any other agricultural
sector/activity

6.2.1.1

Other conditions:

I.  For companies dealing with development of transgenic seeds/vege
the fdlowing conditions apply:

(1) When dealing with genetically modified seeds or planting materig
company shall comply with safety requirements in accordance with
enacted under the Environment (Protection) Act on the genetically mo
organisms.

(i) Any import of genetically modified materials if required shall
subject to the conditions laid down vide Notifications issued under Fo
Trade (Development and Regulation) Act, 1992.

(i)  The company shall comply with any other Law, RegulatioPolicy
governing genetically modified material in force from time to time.

(iv)  Undertaking of business activities involving the use of genetic

engineered cells and material shall be subject to the receipt of approval

41



SI.No.

Sector/Activity % of FDI | Entry Route

Cap/Equity

Genetic Engineering Apprav Committee (GEAC) and Review Committ
on Genetic Manipulation (RCGM).

(v) Import of materials shall be in accordance with National Seeds Pd

II. The term fAunder controll ed con

X

X

OCultivation undders 6 c dmtrr otl H

Floriculture, Horticulture, Cultivation of vegetables a
Mushrooms is the practice of cultivation wherein rainf
temperature, solar radiation, air humidity and culture mediun
controlled artificially. Control in these mamneters may be effects
through protected cultivation under green houses, net houses

houses or any other improved infrastructure facilities where m

climatic conditions are regulated anthropogenically.

In case of Animal Husbandry, scope ofthetea 6under

condi towvessins O

0 Rearing of animals under intensive farming systems with-g
feeding. Intensive farming system will require climate syst
(ventilation, temperature/humidity management), health
and nutrition, herd registing/pedigree recording, use
machinery, waste management systems.

o Poultry breeding farms and hatcheries where mitiroate is
controlled through advanced technologies like incuba
ventilation systems etc.

In the case of pisciculture and aquacwiwscope of the tern

under controletsced conditions

o Agquariums

o Hatcheries where eggs are artificially fertilized and fry
hatched and incubated in an enclosed environment
artificial climate control.

In the case of apiculture, scope of tem6ounder q
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SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

condi doversin s 6
o Prodution of honey by bdeeping, except in forest/wild, i
designated spaces with control of temperatures and clif

factors like humidity and artificial feeding during lean seasc

6.2.2

Tea Plantation

6.2.2.1

Tea sector including tea plantations 100% Government

Note: Besides the above, FDI is no
allowed in any other plantation
sector/activity

6.2.2.2

Other conditions:

(1) Compulsory divestment of 26% equity of the company in favour (
Indian pamer/Indian public within a period of 5 years
(i) Prior approval of the State Government concerned in case 0

future land use change.

6.2.3

MINING

6.2.3.1

Mining and Exploration of metal | 100% Automatic
and nonrmetal ores including
diamond, gold, silver and precio
ores but excluding titanium bearir
minerals and its oresubject to the
Mines and Mineralg¢Development &
Regulation) Act, 1957.

6.2.3.2

Coal and Lignite

(1) Coal & Lignite mining for captivg 100% Automatic
consumption by power projects, irq
& sted and cement units and oth
eligible activities permitted unde
andsubject tothe provisions of Cog
Mines (Nationalization) Act, 1973

(2) Setting up coal processing plat 100% Automatic

like washeries subject to the
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SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

condition that the company shalbtn
do coal mining and shall not s¢
washed coal or sized coal from
coal processing plants in the op
market and shall supply the wash
or sized coal to those parties who
supplying raw coal to coal processi

plants for washing or sizing.

6.2.3.3

Mining and mineral separation of titanium bearing minerals and ores, its
value addition and integrated activities

6.2.3.3.1

Mining and mineral separation ( 100% Government
titanium bearing minerals & ores, i
value addition and integrate
activities subject to sectoral
regulations and the Mines al
Minerals (Development an
Regulation Act 1957)

6.2.3.3.2

Other conditions:

India has large reserves of beach sand minerals in the coastal st
around the country. Titanium bearinginerals viz. lImenite, rutile an
leucoxene, and Zirconium bearing minerals including zircon are some
beach sand minerals which have
under the Atomic Energy Act, 1962.

Under the Industrial Paly Statement 1991, mining and production
mi nerals classified as fAprescrib
the Atomic Energy (Control of Production and Use) Order, 1953
included in the list of industries reserved for the public sectdde
Resolution No. 8/1(1)/9PSU/1422 dated "6 October 1998 issued by tf

Department of Atomic Energy laying down the policy for exploitation
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SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

beach sand minerals, private participation including Foreign D
Investment (FDI), was permitted in mng and production of Titanium org¢
(lmenite, Rutile and Leucoxene) and Zirconium minerals (Zircon).

Vide Notification No. S.0.61(E) dated 18.1.2006, the Departmer
Atomic Energy renot i fi ed the | i st of i g
Atomic Energy Act 1962. Titanium bearing ores and concentrates (llm
Rutile and Leucoxene) and Zirconium, its alloys and compounds
minerals/concentrates including Zircon, were removed from the lig

Aprescribed substanceso.

(i) FDI for separation btitanium bearing minerals & ores will be subject
the following additional conditions viz.:
(A) value addition facilities are set up within India along with transfe
technology;
(B) disposal of tailings during the mineral separation shall be daouée
in accordance with regulations framed by the Atomic Energy Regul
Board such as Atomic Energy (Radiation Protection) Rules, 2004 ar
Atomic Energy (Safe Disposal of Radioactive Wastes) Rules, 1987.
(i) FDI  wi | | not be alklscwedednsmb
the Notification No. S.O. 61(E) dated 18.1.2006 issued by the Departm
Atomic Energy.
Clarification: (1) For titanium bearing ores such as limenite, Leucoxene
Rutile, manufacture of titanium dioxide pigment and niian sponge
constitutes value addition. llmenite can be processed to produce 'Sy

Rutile or Titanium Slag as an intermediate value added product.

(2) The objective is to ensure that the raw material available in the cour
utilized for setting p downstream industries and the technology avall

internationally isalso madevailable for setting up such industries within

country. Thus, if with the technology transfer, the objective of the FDI P
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SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

can be achieved, the conditions prescriae() (A) above shall be deemed
be fulfilled.

6.24

Petroleum & Natural Gas

6.24.1

Exploration activities of oil an(¢ 100% Automatic
natural gas fields, infrastructu
related to marketing of petroleu
products and natural gas, market
of natural gas and petraim
products, petroleum produ
pipelines, natural gas/pipelines, LN
Regasification infrastructure, mark
study and formulation and Petrolel
refining in the private sectosubject
to the existing sectoral policy ar
regulatory framework in the o
marketing sector and the policy

the  Government on  prival
participation in exploration of oil an
the discovered fields of national ¢

companies

6.24.2

Petroleum refining by the Publl 49% Government
Sector Undertakings (PSU), witho
any disinvestment ro dilution of

domestic equity in the existing PSU

MANUFACTURING

6.25

Manufacture of items reserved for production in Micro and Small
Enterprises (MSES)

6.25.1

FDI in MSEs will be subject to the sectoral caps, entry routes and

relevant sectoral regulations. Any industrial undertaking which is not
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SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

Micro or Small Scale Enterprise, but manufactures items reserved f(
MSE sector would require Government route where foreign investmg
more than 24% in the capital. Such andertaking would also require i
Industrial License under the Industries (Development & Regulation)
1951, for such manufacture. The issue of Industrial License is subject to
general conditions and the specific condition that the Industrial téidieg
shall undertake to export a minimum of 50% of the new or additional a
production of the MSE reserved items to be achieved within a max
period of three years. The export obligation would be applicable from the
of commencement of commeat production and in accordance with t
provisions of section 11 of the Industries (Development & Regulation
1951.

6.26

DEFENCE

6.26.1

Defence Industrgubject to Industrial 26% Government
license  under the  Industri¢
(Development & Regulation) Ad
1951

6.26.2

Other conditions:

(i) Licence applications will be considered and licences given by
Department of Industrial Policy & Promotion, Ministry of Comme
& Industry, in consultation with Ministry of Defence.

(i) The applicanshould be an Indian company / partnership firm.

(i) The management of the applicant company / partnership should
Indian hands with majority representation on the Board as well g
Chief Executives of the company / partnership firm being resi
Indians.

(iv) Full particulars of the Directors and the Chief Executives shoul

furnished along with the applications.

(v) The Government reserves the right to verify the antecedents
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SI.No.

Sector/Activity % of FDI | Entry Route

Cap/Equity

foreign collaborators and domestic promoters including tlhrantial
standing and credentials in the world market. Preference wou
given to original equipment manufacturers or design establishn
and companies having a good track record of past supplies to A
Forces, Space and Atomic energy sectionsheawihg an established
& D base.

(vi) There would be no minimum capitalization for the FDI. A pro
assessment, however, needs to be done by the management
applicant company depending upon the product and the techn
The licensing authorityould satisfy itself about the adequacy of
net worth of the nomesident investor taking into account the categ
of weapons and equipment that are proposed to be manufactured

(vii) There would be a thregear lockin period for transfer of equitydm
one nonresident investor to another rogsident investor (includin
NRIs & erstwhile OCBs with 60% or more NRI stake) and s
transfer would be subject to prior approval of the Government.

(viiiy The Ministry of Defence is not in a position to gipeirchase
guarantee for products to be manufactured. However, the pl:
acquisition programme for such equipment and overall requiren
would be made available to the extent possible.

(ix) The capacity norms for production will be provided in the ricz
based on the application as well as the recommendations ¢
Ministry of Defence, which will look into existing capacities of simi
and allied products.

(x) Import of equipment for prproduction activity including developme
of prototype by the@plicant company would be permitted.

(xi) Adequate safety and security procedures would need to be put in
by the licensee once the licence is granted and production comm

These would be subject to verification by authorized Governt
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SI.No.

Sector/Activity % of FDI | Entry Route

Cap/Equity

(xii) The standards and testing procedures for equipment to be pro

(xiii) Purchase preference and price preference may be given to the

(xiv) Arms and ammunition produced by the private manufacturers w

agencies.

under licence from foreign collaborators or from indigenous R ({
will have to be provided by the licensee to the Government nomi
quality assurance agency under appropriate denfiality clause. Thg
nominated quality assurance agency would inspect the fin
product and would conduct surveillance and audit of the Qu
Assurance Procedures of the licensee. -Gaifification would be
permitted by the Ministry of Defence @ase to case basis, which m
involve either individual items, or group of items manufactured by
licensee. Such permission would be for a fixed period and subj

renewals.

Sector organizations as per guidelines of the Department of F

Enterprises.

primarily sold to the Ministry of Defence. These items may als
sold to other Government entitiaader the control of the Ministry (
Home Affairs and State Governments with the prior approval o
Ministry of Defence. No such item should be sold within the cou
to any other person or entity. The export of manufactured items \
be subject tgolicy and guidelines as applicable to Ordnance Fact
and Defence Public Sector Undertakings. Nathal items would bg
permitted for sale to persons / entities other than the Central of
Governments with the prior approval of the Ministry off@ee.
Licensee would also need to institute a verifiable system of remo
all goods out of their factories. Violation of these provisions may

to cancellation of the licence.

48



SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

(xv) Government decision on applications to FIPB for FDI in defe
industry sector will be normally communicated within a time fram

10 weeks from the date of acknowledgement.

SERVICES SECTOR

INFORMATION SERVICES

6.2.7

Broadcasting

6.2.7.1

Terrestrial Broadcasting FM (FM | 26% (FDI, NRI & | Government
Radio) subject to such terms an( PIO investments an
conditiors as specified from time { portfolio

time by Ministry of Information an( investment)
Broadcasting for grant of permissi
for setting up of FM Radio Stations

6.2.7.2

Cable Network, subject to Cable| 49% (FDI, NRI & | Government
Televison Network Rules, 1994 an PIO investments an
other conditions as specified fro| portfolio

time to time by Ministry of investment)
Information and Broadcasting

6.2.7.3

Directito-Home subject to such| 49% (FDI, NRI & | Government
guidelines/terms and condihs as| PIO investments an
specified from time to time b portfolio

Ministry of Information  and investment)
Broadcasting Within this limit,
FDI component not
to exceed

20%

6.2.7.4

HeadendIn-The-Sky (HITS) Broadcasting Senice refers to the
multichannel downlinking and distribution of television programme i
Band or Ku Band wherein all the pay channels are downlinked at a ¢
facility (Hub/teleport) and again uplinked to a satellite after encryptio
channel. At thecable headend these encrypted pay channels are down
using a single satellite antenna, transmodulated and sent to the subscri
using a land based transmission system comprising of infrastructu
cable/optical fibres network.

6.2.7.4.1

FDI limit in (HITS) Broadcasting | 74% (total direct an¢ Automatic up
Service is subject to such|indirect foreign| to 49%

guidelines/terms and conditions | investment including
specified from time to time b portfolio and FDI) | Government

Ministry  of Information and route beyono
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SI.No. Sector/Activity % of FDI | Entry Route
Cap/Equity
Broadcasting. 49% and up td
74%
6.2.7.5 Setting up hardware facilities such
as uplinking, HUB etc.
(1) Setting up of Uginking HUB/ | 49% (FDI & FII) Government
Teleports
(2) Uplinking a NonNews & | 100% Government
Current Affairs TV Channel
(3) Uplinking a News & Curren| 26% (FDI & FlI) Government
Affairs TV Channelsubject to the
condition that the  portfolig
investment from FlI/ NRI shall ng
be fApersons act
FDI investors, as defined in t
SEBI(Substantial  Acquisition ¢
Shares and keovers) Regulationg
1997
6.2.7.5.1 | Other conditions:
(i) All the activities at(1), (2) and (3) abovewill be further subject to th
condition that the Company permitted to uplink the channel
certify the continued copliance of this requirement through t
Company Secretary at the end of each financial year.
(i) FDI for Up-linking TV Channels will be subject to compliance w,
the Uplinking Policy notified by the Ministry of Information &
Broadcasting from time tortie.
6.2.8 Print Media
6.28.1 Publishing of Newspaper arn26% DI and| Government
periodicals dealing with news ar investment by
current affairs NRIs/PIOs/FI)
6.2.8.2 Publication of Indian editions q 26% DI  and| Government
foreign magazines dealing with ney investment by
and current déirs NRIs/P1Os/Fl)
6.28.2.1 | Other Conditions:
(i) OMagazinebo, for the purpos

periodical publication, brought out on ndaily basis, containin
public news or commentsi@ublic news.
(i) Foreign investment would also be subject to the Guidelines

Publication of Indian editions of foreign magazines dealing with 1
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Sector/Activity % of FDI | Entry Route
Cap/Equity

and current affairs issued by the Ministry of Information
Broadcasting on 4.12.2008.

6.28.3 Publshing/printing of Scientific an¢ 100% Government
Technical Magazines/special
journals/ periodicals, subject to
compliance with the legal framewo
as applicable and guidelines issueq
this regard from time to time b
Ministry of Information and
Broadcasting.
6.28.4 Publication of facsimile edition g 100% Government
foreign newspapers
6.28.4.1 | Other Conditions:

(i) FDI should be made by the owner of the original foreign newspa
whose facsimile edition is proposed to be brought out in India.

(i) Publication of facsimile edition of foreign newspapers can
undertaken only by an entity incorporated or registered in India v
the provisions of the Companies Act, 1956.

(i) Publication of facsimile edition of foreign newspaper would alsc
subject to the Guidelines for publication of newspapers and perio
dealing with news and current affairs and publication of facsi
edition of foreign newspapers issued by Ministry of Informatior
Broadcasting on 31.3.2006, as amended from tintientm

6.2.9 CIVIL AVIATION
6.29.1

The Civil Aviation sector includes Airports, Scheduled and 4Scheduleo
domestic passenger airlines, Helicopter services / Seaplane services,
Handling Services, Maintenance and Repair organizations; Flyaiging

institutes; and Technical training institutions.
For the purposes of the Civil Aviation sector:

) AAi rporto means a |l anding and
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Sector/Activity % of FDI | Entry Route

Cap/Equity

runways and aircraft maintenance and passenger facilities and in
aerodome as defined in clause (2) of section 2 of the Aircraft Act, 1

(i) "Aerodrome” means any definite or limited ground or water
intended to be used, either wholly or in part, for the landing or depd
of aircraft, and includes all buildings, shedgssels, piers and oth
structures thereon or pertaining thereto;

(i) "Air transport service" means a service for the transport by a
persons, mails or any other thing, animate or inanimate, for any ki
remuneration whatsoever, whether such servigesists of a singl¢
flight or series of flights

(iv)"Air Transport Undertaking" means an undertaking whose bus
includes the carriage by air of passengers or cargo for hire or rewar

(v) "Aircraft component” means any part, the soundness and c
functioning of which, when fitted to an aircraft, is essential to
continued airworthiness or safety of the aircraft and includes any it¢
equipment;

(vi)"Helicopter" means a heavitlian-air aircraft supported in flight by th
reactions of the air on one orore power driven rotors on substantig
vertical axis;

(vii) "Scheduled air transport service" means an air transport se
undertaken between the same two or more places and op
according to a published time table or with flights so regular or freg
that they constitute a recognizably systematic series, each flight
open to use by members of the puplic

(vii)A Neshc hedul ed Air Transport se
not a scheduled air transport service and will include Cargo airlines

(ix)i C a raidireed would mean such airlines which meet the condition
given in the Civil Aviation Requirements issued by the Ministry of G

Aviation;
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Cap/Equity
(x) "Seaplane" means an aeroplane capable normally of taking off fror
alighting solely on water;
(xi)h Gr ouanndd IH ngo means (i) ramp h
of which shall include the activities as specified by the Ministry of
Aviation through the Aeronautical Information Circulars from time
time, and (iii) any other activity specified bdye Central Government {
be a part of either ramp handling or traffic handling.
6.29.2 Airports
(a) Greenfield projects 100% Automatic
(b) Existing projects 100% Automatic up
to 74%
Government
route beyong
74%
6.2.9.3 Air Transport Services

(a) Air Transport Services would include Domestic Scheduled Pass
Airlines; NonScheduled Air Transport Services, helicopter
seaplane services.

(b) No foreign airlines would be allowed to participate directly or indire
in the equity of an AirTransport Undertaking engaged in operat
Scheduled and NeScheduled Air Transport Services except Ca
airlines.

(c) Foreign airlines are allowed to participate in the equity of compa

operating Cargo airlines, helicopter and seaplane services.

(1) Scheduled Air Transport Servid 49% FDI Automatic

Domestic  Scheduled Passen( (100% for NRIS)

Airline

(2) Non-Scheduled Air Transpol 74% FDI Automatic up

Service (100% for NRIs) to 49%
Government
route beyono
49% and up td
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74%
(3) Helicopter ervices/seaplan| 100% Automatic
services requiring DGCA approval
6.29.4 Other services under Civil Aviation sector
(1) Ground Handling Service 74% FDI Automatic up
subject to sectoral regulations an (100% for NRIs) to 49%
security clearance
Governnent
route beyong
49% and up td
74%
(2) Maintenance and Repg 100% Automatic
organizations; flying training
institutes; and technical trainin
institutions
6.2.10 Courier services for carrying| 100% Government
packages, parcels and other item
which do not come within the
ambit of the Indian Post Office
Act, 1898 and excluding the
activity relating to the distribution
of letters.
6.2.11 Construction Development Townships, Housing, Builtup infrastructure
6.2.11.1 | Townships, housing, builip | 100% Automaic
infrastucture  and  constructier
development projects (which wou
include, but not be restricted t
housing, commercial premisg
hotels, resorts, hospitals, educatio
institutions, recreational facilities
city and regional level infrastructure
6.2.11.2 Investment will be subject to the following conditions:

(1) Minimum area to be developed under each project would be as unde

(i) In case of development of serviced housing plots, a minimum

area of 10 hectares

(ii) In case of constructiedevelgpment projects, a minimum buiip area

of 50,000 sq.mts
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(i) In case of a combination project, any one of the above two cond
would suffice

(2) Minimum capitalization of US$10 million for wholly owned subsidiaf
and US$ 5 million for joint ventures \iitindian partners. The funds woy
have to be brought in within six months of commencement of business
Company.
(3) Original investment cannot be repatriated before a period of three
from completion of minimum capitalization. Original investtheneans thg
entire amount brought in as FDI. The lackperiod of three years will b
applied from the date of receipt of each installment/tranche of FDI or froi
date of completion of minimum capitalization, whichever is later. Howe
the investormay be permitted to exit earlier with prior approval of

Government through the FIPB.

(4) At least 50% of the project must be developed within a period of five
from the date of obtaining all statutory clearances. The investor/iny
company wold not be permitted to sell undeveloped plots. For the purpo
these guidelines, Aundevel oped p
street lighting, drainage, sewerage, and other conveniences, as apyf
under prescribed regulations, have netef made available. It will b
necessary that the investor provides this infrastructure and obtairn
completion certificate from the concerned local body/service agency bef

would be allowed to dispose of serviced housing plots.

(5) The project lsall conform to the norms and standards, including land
requirements and provision of community amenities and common facilitig
laid down in the applicable building control regulations,-laxs, rules, ang

other regulations of the State Governmigiuinicipal/Local Body concerned.

(6) The investor/investee company shall be responsible for obtainir

necessary approvals, including those of the building/layout plans, deve
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internal and peripheral areas and other infrastructure facilities, grayai
development, external development and other charges and complying v
other requirements as prescribed under applicable ruleygéregulations

of the State Government/ Municipal/Local Body concerned.

(7) The State Government/ Municipal/dal Body concerned, which approv

the building / development plans, would monitor compliance of the a

conditions by the developer.

Note:

(i) The conditions at (1) to (4) above would not apply to Hotels & Tour|
Hospitals, Special Economic Zones (SZEducation Sector, Old ag
Homesand investment by NRIs.

(if) FDI is not allowed in Real Estate Business.

6.2.12

Industrial Parks 1 new and existing| 100% Automatic

6.2.12.1

Al ndustrial Parko is a proje
form of plots of developed land or built up space or a combing
with common facilities, is developed and made available to al
allottee units for the purposes of industrial activity.

Al nfrastructureo refers ng of urits
located in the Industrial Park and includes roads (including app
roads), water supply and sewerage, common effluent trea
facility, telecom network, generation and distribution of power,
conditioning.

(if Co mmo n F a critdl thetfacildies cavaitatdef fa all the uni
located in the industrial park, and include facilities of power, r¢
(including approach roads), water supply and sewerage, cor
effluent treatment, common testing, telecom services, air conditio
common facility buildings, industrial canteens, convention/confere

halls, parking, travel desks, security service, first aid ce
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ambulance and other safety services, training facilities and such
facilities meant for common use of the units lodaite the Industria
Park.

(VA Al l ocabl e areao in the I ndus

(a) in the case of plots of developed latite net site area available f

allocation to the units, excluding the area for common facilities

(b) in the case of built up spacthe floor area and built up spa

utilized for providing common facilities.

(c) in the case of a combination of developed land and-lypitpace
the net site and floor area available for allocation to the
excluding the site area and built up spautilized for providing

common facilities.

WAl ndustrial Act i v i; elgciicityrgasaand wate
supply post and telecommunicatigns software publishing
consultancy and supplydata processing, database activities
distribution d electronic content other computer related activitie
basic and applied R&D on biechnology, pharmaceutic
sciences/life sciencesatural sciences and engineeribgsiness an(
management consultancy activitiendarchitectural, engineering ar

other technical activities.

6.2.12.2

FDI in Industrial Parks would not be subject to the conditionalities appliq
for construction development projects etc. spelt out in pa2all above,
provided the Industrial Parks meet with the ungentioned coditions:

(i) it would comprise of a minimum of 10 units and no single unit g

occupy more than 50% of the allocable area;
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(i) the minimum percentage of the area to be allocated for indu

activity shall not be less than 66% of the total allocable area.

6.2.13 Satellitesi Establishment and operation
6.2.13.1 Satellites 17  Establishment an( 74% Government
operation, subject to the sectorq
guidelines of Department ¢
Space/ISRO
6.2.14 Private Security Agencies 49 % Government
6.2.15 Telecan Services
Investment caps and other conditions for specified services are given |
However, licensing and security requirements notified by the Departmg
Telecommunications will need to be complied with for all services.
6.2.15.1 (i) Telecom services 74% Automdic up
to 49%
Government
route beyong
49% and up td
4%
6.2.15.1.1 | Other conditions:

(1) General Conditions

(i) This is applicable in case of Basic, Cellular, Unified Access Sery
National/ International Long Distance,-Sat, Public Mobile Radig
Trunked Services (PMRTS), Global Mobile Personal Communica

Services (GMPCS) and other value added Services.

(i) Both direct and indirect foreign investment in the licensee com
shall be counted for the purpose of FDI ceiling. Foreign Invest
shall include investment by Foreign Institutional Investors (FlIs),-N
resident Indians (NRIs), Foreign Currency Convertible Bd
(FCCBs), American Depository Receipts (ADRs), Global Depos

Receipts (GDRs) and convertible preference shares held rbigric
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entity. Il n any <case, the “~1nd

percent.

(i) FDI in the licensee company/Indian promoters/investment compi
including their holding companies shall require approval of
Foreign Investment Promotion Bol(FIPB) if it has a bearing on th
overall ceiling of 74 percent. While approving the investn
proposals, FIPB shall take note that investment is not coming

countries of concern and/or unfriendly entities.

(iv) The investment approval by FIPB #hanvisage the conditionalit

that Company would adhere to licence Agreement.

(v) FDI shall be subject to laws of India and not the laws of the for

country/countries.
(2) Security Conditions:

(i) The Chief Officer Iarcharge of technical network opedats and the
Chief Security Officer should be a resident Indian citizen.

(i) Details of infrastructure/network diagram (technical details of
network) could be provided on a need basis only to telecom equig
suppliers/manufacturers and the affiliate/pése of the license
company. Clearance from the licensor (Department
Telecommunications) would be required if such information is t(

provided to anybody else.

(i) For security reasons, domestic traffic of such entities as ma
identified /specified bythe licensor shall not be hauled/routed to
place outside India.

(iv)The licensee company shall take adequate and timely measu
ensure that the information transacted through a network by

subscribers is secure and protected.
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(v) The officers/officialsof the licensee companies dealing with the lay

interception of messages will be resident Indian citizens.

(vi) The majority Directors on the Board of the company shall be In

citizens.

(vii) The positions of the Chairman, Managing Director, Chief Exect
Officer (CEO) and/or Chief Financial Officer (CFO), if held
foreign nationals, would require to be security vetted by Ministr
Home Affairs (MHA). Security vetting shall be required periodics
on yearly basis. In case something adverse is found giuha
security vetting, the direction of MHA shall be binding on

licensee.

(viii) The Company shall not transfer the following to any person/y

outside India:

(a) Any accounting information relating to subscriber (except
international roaming/bding) (Note: it does not restrict

statutorily required disclosure of financial nature) ; and

(b) User information (except pertaining to foreign subscril

using Indian Operatorods ne

(ix) The Company must provide traceahtkentity of their subscribers
However, in case of providing service to roaming subscriber of fo
Companies, the Indian Company shall endeavour to obtain trac
identity of roaming subscribers from the foreign company as a p:s

its roaming agreement.

(x) On request of the licensor or any other agency authorised b
licensor, the telecom service provider should be able to provid
geographical location of any subscriber (BTS location) at a given

of time.
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(xi)The Remote Access (RA) to Network woubd provided only tc

(xii)

(xiii) The licensee aopany is not allowed to use remote access facility

(xiv) Suitable technical device should be made available at Indian €

(xv)

(xvi) The telecom service providers should ensure that nece

(xvii) The telecom service providers should famisieftrain Vigilance

(xviii) It shall be open to the licensor to restrict the Licensee Com

approved location(s) abroad through approved location(s) in |
The approval for location(s) would be given by the Licensor (D

in consultation with the Ministry of Home Affairs.

Under no circumstances, should any RA to

supplers/manufacturers and affiliate(s) be enabled to access L
Interception System(LIS), Lawful Interception Monitoring(LIV
Call contents of the traffic and any such sensitive sector/data,

the licensor may notify from time to time.

monitoring of content.

the designated security agency /licensor in which a mirror ima
the remote access information is available line for monitoring

purposes.

Complete audit trail of the remote access activities pertaining t
network operated in India should be maintained for a period o
months and provided on request to the licensor or any other a
authorised by thécensor.

provision (hardware/software) is available in their equipment
doing the Lawful interception and monitoring from a centrali

location.

Technical Monitoring (VTM)/security agency officers/officials

respect of relevant operations/features of their systems.
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from operating in any sensitive area from tregibhal Security angle.

(xix) In order to maintain the privacy of voice and data, monitoring §
only be upon authorisation by the Union Home Secretary or H

Secretaries of the States/Union Territories.

(xx) For monitoring traffic, the licensee company shatiyille access o
their network and other facilities as well as to books of accour]
the security agencies.

(xxi) The aforesaid Security Conditions shall be applicable to all
licensee companies operating telecom services covered undg

circular irrespetive of the level of FDI.

(xxii) Other Service Providers (OSPs), providing services like
Centres, Business Process Outsourcing (BPO}nalieting, tele
education, etc, and are registered with DoT as OSP. Such
operate the service using the telecamrastructure provided b
licensed telecom service providers and 100% FDI is permitte
OSPs. As the security conditions are applicable to all lice
telecom service providers, the security conditions mentioned g

shall not be separately enforoaa OSPs.

(3) The above General Conditions and Security Conditions shall alg
applicable to the companies operating telecom service(s) with the FDI
49%.

(4)  All the telecom service providers shall submit a compliance repo
the aforesaid coritibns to the licensor on*1day of July and January on s
monthly basis.

6.2.15.2

(@) ISP with gateways 74% Automatic up
to 49%
(b) | SP6s not p.n
_ ) Government
without gateways (both for satellit¢ route  beyono
49% and up td
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Entry Route

and marine cables)

Note:. The new guidelines ¢
August 24, 2007 Departmerof
Telecommunications provide fq
new ISP licenses with FDI up
74%.

(c) Radio paging

(d) Endto-End bandwidth

74%

6.2.15.3

(@) Infrastructure provide
providing dark fibre, right of wg
duct space, tower (IP Category 1)
(b)Electronic Mail

(c) Voice Mall

Note: Investment in all the aboV
activities is subject to the conditiol
that such companies will divest 26
of their equity in favour of Indial

public in 5 years, if these compani
are listed in other parts of the world

100%

Automatic up
to 49%

Government
route beyong
49%

6.2.16

TRADING

6.2.16.1

() Cash & Carry Wholesale
Trading/  Wholesale  Trading

(including sourcing from MSESs)

100%

Automatic

6.216.1.1

Definition: Cash & Cary Wholesale trading/Wholesale trading, would m
sale of goods/merchandise to retailers, industrial, commercial, institutio
other professional business users or to other wholesalers and
subordinated service providers. Wholesale tradingladyoaccordingly, be
sales for the purpose of trade, business and profession, as opposed to
the purpose of personal consumption. The yardstick to determine wheth
sale is wholesale or not would be the type of customers to whom the

made and not the size and volume of sales. Wholesale trading would ir
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resale, processing and thereafter sale, bulk imports wipogiexbonded

warehouse business sales and BABoenmerce.

6.2.16.1.2

Guidelines for Cash & Carry Wholesale Trading/Whdesale Trading

(WT):
(a)

(b)

For undertaking WT, requisite licenses/registration/ permits
specified under the relevant Acts/Regulations/Rules/Orders o
State Government/Government Body/Government Authority/L
SeltGovernment Body under that Stateov@rnment should b
obtained.
Except in case of sales to Government, sales made by the who
woul d be considered as o6cash
tradingdé with valid business
the following entities

() Entities holding sales tax/ VAT registration/serv
tax/excise duty registration; or

(I Entities holding trade licenses i.e. a license/registre
certificate/membership certificate/registration under Shops
Establishment Act, issued by Government Authority/ Governme
Body/ Local SeHGovernment Authority, reflecting that tk
entity/person holding the license/ registration certificate/ membe
certificate, as the case may be, is itself/ himself/herself engage
business involvingommercial activity; or

(1) Entities holding permits/license etc. for undertaking re
trade (like tehbazari and similar license for hawkers) f
Government Authorities/Local Self Government Bodies; or

(v) Institutions having certificate of incporation or
registration as a society or registration as public trust for their
consumption

Note: An Entity, to whom WT is made, may fulfill any one of
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the 4 conditions.

(c) Full records indicating all the details of such sales like name of/e
kind of entity, registration/license/permit etc. number, amount of
etc. should be maintained on a day to day basis.

(d)  WT of goods would be permitted among companies of the same ¢
However, such WT to group companies taken together shoul
exceed 25% of the total turnover of the wholesale venture

() WT can be undertaken as per normal business practice, incl
extending credit facilities subject to applicable regulations.

() A Wholesale/Cash & carry trader cannot open retail shogpsltdo the
consumer directly.

6.2.16.2 | E-commerce activities | 100% | Automatic
6.216.2.1 E-commerce activities refer to the activity of buying and selling by a com
through the e&eommerce platform. Such companies would engage on

Business to Busass (B2B) ecommerce and not in retail trading, intdra

implying that existing restrictions on FDI in domestic trading would

applicable to e&eommerce as wkl
6.2.16.3 Test marketing of such items fol 100% Government

which a company has approval f

manufacture, mvided such teg

marketing facility will be for a perio(

of two years, and investment

setting up manufacturing facilit

commences simultaneously with t¢

marketing.

6.2.16.4 Single Brand product trading 51% Government

(1) Foreign Investment in Single Brand product trading is aimed at
attracting investments in production and marketing, improving the availa
of such goods for the consumer, encouraging increased sourcing of
from India, and enhancing competitiveness of Inderterprises throug

access to global designs, technologies and management practices.
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(2) FDI in Single Brand products retail trade would be subject to the follo
conditions:
@Products to be sold should be
(b) Products should be kb under the same brand internationally
products should be sold under the same brand in one or more co
other than India.
(c)6Si ngl e B rratalidgbwoydrcaver wrdytproducts which g
branded during manufacturing.

(d) The foreign investor ghuld be the owner of the brand.

(3) Application seeking permission of the Government for FDI in retail t
of 6Single Brandd products woul (
Assistance (SIA) in the Department of Industrial Policy & Promotione
application would specifically indicate the product/ product categories v
are proposed to be sold under a
product categories to be sold wu

approval of the Government

(4) Applications would be processed in the Department of Industrial Pol
Promotion, to determine whether the products proposed to be sold sati
notified guidelines, before being considered by the FIPB for Govern

approval

FINANCIAL SERVIC ES
Foreign investment irother financial services gther than those indicate

below, would requireprior approval of the Government:

6.2.17

Asset Reconstruction Companies

6.217.1

OAsset Reconstr|{49% of paidup| Government
(ARC) means a company register capital of ARC
with theReserve Bank of India und
Section 3 of the Securitisation a

Reconstruction of Financial Asse
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and Enforcement of Security Interg
Act, 2002 (SARFAESI Act).

6.2.17.2

Other conditions:

(i) Persons residerdutside India, other than Foreign Institutional Inves
(Flls), can invest in the capital of Asset Reconstruction Companies (A
registered with Reserve Bank only under the Government Route.
investments have to be strictly in the nature of FDivestments by Flls ar

not permitted in the equity capital of ARCs.

(i) However, Flis registered with SEBI can invest in the Security Rec
(SRs) issued by ARCs registered with Reserve Bank. Flls can invasugy
per cent of each tranche of schewfeSRs, subject to the condition th
investment by a single Fll in each tranche of SRs shall not exceed 10 p
of the issue.

(iiAny individual investment of more than 10% would be subject
provisions of section 3(3) (f) of Securitization and &estruction of Financia
Assets and Enforcement of Security Interest Act, 2002.

6.2.18

Banking 1 Private sector

6.2181

Bankingi Private sector 74% including| Automatic up
investment by FlIs | to 49%

Government
route beyong
49% and up td
74%

6.2.182

Other conditions:
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(1) This 74% limit will include investment under the Portfolio Investm
Scheme (PIS) by FlIs, NRIs and shares acquired prior to September 16
by erstwhile OCBs, and continue to include IPOs, Private placem
GDR/ADRs and acqgsition of shares from existing shareholders.

(2) The aggregate foreign investment in a private bank from all source
be allowed up to a maximum of 74 per cent of the paid up capital of the
At all times, at least 26 per cent of the paid up tedpvill have to be held b
residents, except in regard to a whallyned subsidiary of a foreign bank.
(3) The stipulations as above will be applicable to all investments in ex
private sector banks also.

(4) The permissible limits under portfoliovestment schemes through stc
exchanges for Flls and NRIs will be as follows:

() In the case of Flls, as hitherto, individual FIl holding is restricted t
per cent of the total paidp capital, aggregate limit for all Flls canr
exceed 24 per cent difie total paieup capital, which can be raised
49 per cent of the total paigp capital by the bank concerned throy
a resolution by its Board of Directors followed by a special resolt
to that effect by its General Body.

(@) Thus, the FII investmenrimit will continue to be within 49 pe
cent of the total paidip capital.

(b) In the case of NRIs, as hitherto, individual holding is restricted
per cent of the total paidp capital both on repatriation and R
repatriation basis and aggregate limitmmainexceed 10 per cent
the total paieup capital both on repatriation and A@patriation
basis. However, NRI holding can be allowed up to 24 per ce
the total paieup capital both on repatriation and A@patriation
basis provided the bankingropany passes a special resolutior
that effect in the General Body.

(c) Applications for foreign direct investmenmt private banks havin
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joint venture/subsidiary in insurance sector may be address
the Reserve Bank of India (RBI) for consideratiorconsultation
with the Insurance Regulatory and Development Authority (IR
in order to ensure that the 26 per cent limit of foreign shareho
applicable for the insurance sector is not being breached.

(d) Transfer of shares under FDI from resideiatsionresidents will
continue to require approval of RBI and Government as per
3.6.2 above as applicable.

(e) The policies and procedures prescribed from time to time by
and other institutions such as SEBI, D/o Company Affairs
IRDA on these ratters will continue to apply.

() RBI guidelines relating to acquisition by purchase or otherwis
shares of a private bank, if such acquisition results in any p
owning or controlling 5 per cent or more of the paid up capits
the private bank vliapply to nonresident investors as well.

(ii) Setting up of a subsidiary by foreign banks

(a) Foreign banks will be permitted to either have branche
subsidiaries but not both.

(b) Foreign banks regulated by banking supervisory authority ir
homecountry and meeting Reser
be allowed to hold 100 per cent paid up capital to enable the
set up a whollyowned subsidiary in India.

(c) A foreign bank may operate in India through only one of the t
channels viz., fibranches (ii) a wholwned subsidiary and (ii
a subsidiary with aggregate foreign investment up to a maxi
of 74 per cent in a private bank.

(d) A foreign bank will be permitted to establish a whethyned

subsidiary either through conversion ofistixig branches into
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subsidiary or through a fresh banking license. A foreign bank
be permitted to establish a subsidiary through acquisition of s
of an existing private sector bank provided at least 26 per ce
the paid capital of the prate sector bank is held by residents a
times consistent with para (i) (b) above.

(e) A subsidiary of a foreign bank will be subject to the licens
requirements and conditions broadly consistent with those for
private sector banks.

() Guidelinesfor setting up a wholhowned subsidiary of a foreig
bank will be issued separately by RBI

(9) All applications by a foreign bank for setting up a subsidiary o
conversion of their existing branches to subsidiary in India
have to be made to tiRBI.

(i) At presentthereis a limit of ten per cent on voting rights in respec
banking companies, and this should be noted by potential inv

Any change in the ceiling can be brought about only after final p

decisions and appropriate Parfientary approvals.

6.2.19 Banking- Public Sector
6.2.19.1 Banking Public Sectorsubject to| 20%  (FDI  and Government
Banking Companies (Acquisition E]?/r;fs?lrir?ent)
Transfer of Undertakings) Act
1970/80. This ceiling (20%) is alg
applicable to the State Bank of Ing
and its associate Bask
6.2.20 Commodity Exchanges
6.220.1 |1 Futures trading in commodities are regulated under the Forward Co

(Regulation) Act, 1952. Commodity Exchanges, like Stock Exchanges
infrastructure comgnies in the commodity futures market. With a view

infuse globally acceptable best practices, modern management skills an
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technology, it was decided to allow foreign investment in Commg
Exchanges.
2 For the purposes of this chapter,

) AGmmodi ty Exchangeo i s a re
provisions of the Forward Contracts (Regulation) Act, 1952
amended from time to time, to provide exchange platform for tra
in forward contracts in commodities.

(i) fir ec og n meapsdan assosiaiianitoawhichorecognit
for the time being has been granted by the Central Government
Section 6 of the Forward Contracts (Regulation) Act, 1952

(iii) AAssociationo means any QB
not, constitited for the purposes of regulating and controlling
business of the sale or purchase of any goods and comn
derivative.

(vviFor ward contracto means a ¢
which is not a ready delivery contract.

(v) ACommodatiyvrve@ means

1 a contract for delivery of goods, which is not a ready delivery cont
or

1 a contract for differences which derives its value from prices or in
of prices of such underlying goods or activities, services, ri
interests and eventsas may be notified in consultation with t
Forward Markets Commission by the Central Government, but

not include securities.

6.2.20.2

Policy for FDI in Commodity | 499 (FDI & FII)| Government

Exchange [Investment by,
Registered FIl unde
Portfolio Investment
Sdcheme (PIS) will
be limited to 23%
and Investmen

under FDI Schemd
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limited to 26% ]

6.2.20.3

Other conditions:

) Fll purchases shall be restricted to secondary market only ar
(i) No nonresident investor/ entity, including persons acting
corcert, will hold more than 5% of the equity in the

companies.

6.2.21

Credit Information Companies (CIC)

6.2.21.1

Credit Information Companies | 49% (FDI & FIl) [ Government

6.2.21.2

Other Conditions:

(1) Foreign investment in Credit Information Comiesnis subject to th
Credit Information Companies (Regulation) Act, 2005.
(2) Foreign investment is permitted under the Government route, subj
regulatory clearance from RBI.
(3) Investment by a registered FIl under the Portfolio Investment Sc
would be permitted up to 24% only in the CICs listed at the Stock Exchg
within the overall limit of 49% for foreign investment.
(4) Such Fll investment would be permitted subject to the conditions tha
(@) No single entity should directly or imelctly hold more than 109
equity.
(b) Any acquisition in excess of 1% will have to be reported to RBI
mandatory requirement; and
(c) Flis investing in CICs shall not seek a representation on the [

of Directors based upon their shareholding.

6.222

Infrastructure Company in the Securities Market

6.2.2.1

Infrastructure companies 49% (FDI & FII)| Government
Securities Markets, namely, sto| [FD! limit of 26 per| (For FDI)
o cent awl an FIl limit
exchanges, depositories and clear of 23 per cent of th
corporations, in compliance wi{ Paidup capital |

SEBI Regulations

6.2.2.2

Other Conditions:
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6.2.2.2.1 | Fll can invest only through purchases in the secondary market

6.2.23 Insurance

6.2.23.1 Insurance 26% Automatic

6.2.23.2 | Other Conditions:
(1) FDI in the Insurance sector, as prescribed in the Insurance Act, 19
allowed under the automatic route.
(2) This will be subject to the condition that Companies bringing in FDI
obtain necessary license from the Insurance Regulaforpevelopment
Authority for undertaking insurance activities.

6.2.24 Non-Banking Finance CompaniegNBFC)

6.2.24.1 Foreign investment in NBFC 1 100% Automatic

allowed under the automatic route

only the following activities:

(i) Merchant Banking
(i) Under Writing

(i) Portfolio Management
Services

(iv) Investment Advisory Service
(v) Financial Consultancy

(vi) Stock Broking

(vii) Asset Management

(viii) Venture Capital

(ix) Custodian Services

(x) Factoring

(xi) Credit Rating Agencies

(xii) Leasing & Finance

(xiii) Housing Finance
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(xiv) Forex Broking

(xv) Credit Card Business
(xvi) Money ChangindBusiness
(xvii) Micro Credit

(xviii) Rural Credit

6.2.24.2

Other Conditions:

(1) Investment would be subject to the following minimum capitalisg

norms:
(i) US $0.5 million for foreign capital ufp 51% to be brought upfront

(i) US $ 5 million forforeign capital more than 51% and wp75% to be
brought upfront

(i) US $ 50 million for foreign capital more than 75% out of which U

7.5 million to be brought upfront and the balance in 24 months.

(iv) 100% foreign owned NBFCs with a minimum capitalisation 850
million can set up step down subsidiaries for specific NBFC activ
without any restriction on the number of operating subsidiaries
without bringing in additional capitallhe minimum capitalization
condition as mandated by para3.10.4.1, herefore, shall not apply

to downstream subsidiaries.

(v) Joint Venture operating NBFCs that have 75% or less than
foreign investment can also set up subsidiaries for undertaking
NBFC activities, subject to the subsidiaries also complying with
applcable minimum capitalisation norm mentioned in (i), (ii) and

above and (vi) below.

(vi)Non Fund based activities : US $0.5 million to be brought upfron

all permitted norfund based NBFCs irrespective of the level
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SI.No.

Sector/Activity % of FDI | Entry Route
Cap/Equity

foreign investment subject the following condition:

It would not be permissible for such a company to set up
subsidiary for any other activity, nor it can participate in any ec
of an NBFC holding/operating company.

Note: The following activities would be classified as NBand Basec
activities:

(a) Investment Advisory Services
(b) Financial Consultancy

(c) Forex Broking

(d) Money Changing Business
(e) Credit Rating Agencies

(vii) This will be subject to compliance with the guidelines of RBI.

Note: Credit Card business includesuasce, sales, marketing & design
various payment products such as credit cards, charge cards, debit

stored value cards, smart card, value added cards etc.

(2) The NBFC will have to comply with the guidelines of the rele

regulator/ s, as apghble
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CHAPTER 7: REMITTANCE, REPORTING AND VIOLATION

7.1 REMITTANCE AND REPATRIATION

7.1.1 Remittance of sale proceeds/Remittance on winding up/Liquidation of Companies
(i) Sale proceeds of shares and ¢ e cawrsiettioe ¢
governed by The Foreign Exchange Management (Remittance of Assets) Regulations
2000 under FEMA.
(i) AD Categoryl bank can allow the remittance of sale proceeds of a security (net of
applicable taxes) to the seller of shares resident outsdla, Iprovided the security has
been held on repatriation basis, the sale of security has been made in accordance with the
prescribed guidelines and NOC / tax clearance certificate from the Income Tax
Department has been produced.
(i) Remittance onwinding up/liquidation of Companies
AD Categoryl banks have been allowed tamié winding up poceeds of ompanies in
India, which are under liquidan, subject to payent of aplicable taxes. Liquidation
may be subject to any @ud issued by theourt winding up the ampany or the
official liquidator in case of voluntary winding up under the provisions of the
Companies Act, 1956. AD Category banks shall allow theemittance provided the

applicant sulmits:

a. No objection or Tax clearancecertificate from Income Tax Deparment for

the remittance.

b.  Auditor's certificate confirming that all liabilities in India have beeneither fully

paid or adequately provided for.

c.  Auditors certificate to the effect tha the winding up is in ac®rdance with
the provisions of the Gopanies Act, 1956.

d. In caseof winding up otherwisethan by a court, an auditors certificate to the
effect thatthereare no legal proceedingspending in any courtin India againstthe
applicant orthe company under liquidation and thereis no legalimpediment in

pemitting the remittance.
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7.1.2 Repatriation of Dividend: Dividends are freely repatriable without any restrictions (net
after Tax deduction at source or Dividend Distribution Ti&gny, as the case may be). The
repatriation is governed by the provisions of the Foreign Exchange Management (Current
Account Transactions) Rules, 2000, as amended from time to time.

7.1.3 Repatriation of Interest: Interes on fully, mandatorily & compulsorily convertible
debentures is also freely repatriable without any restrictions (net of applicable taxes). The
repatriation is governed by the provisions of the Foreign Exchange Management (Current
Account Transactions) Res, 2000, as amended from time to time.

7.2.  REPORTING OF FDI

7.2.1Reporting of Inflow

() An Indian company receiving investment from outside India for issuing shares /
convertible debentures / preference shares undeFI Scheme, should report the
details of the amount of consideration to the Regional Office concerned of the Reserve
Bank not later than 30 days from the date of receipt in the Advance Reporting Form
enclosed asnnex-5.

(i) Indian companies are reqad to report the details of the receipt of the amount of
consideration for issue of shares / convertible debentures, through an AD Gategory
bank, together with a copy/ies of the FIRC/s evidencing the receipt of the remittance
along with the KYC report (elosed a®\nnex-6) on the norresident investor from the
overseas bank remitting the amount. The report would be acknowledged by the Regional
Office concerned, which will allot a Unique Identification Number (UIN) for the amount
reported.

7.2.2 Reporting of issue of shares

(i) After issue of shares (including bonus and shares issued on rights basis and shares issued
under ESOP)/fully, mandatorily & compulsorily convertible debentures / fully,
mandatorily & compulsorily convertible preference shareslrtian company has to file
Form FGGPR, enclosed innex-1, not later than 30 days from the date of issue of
shares.

(i) Form FGGPR has to be duly filed up and signed by Managing
Director/Director/Secretary of the Company and submitted to the Am#ldbDealer of

78



the company, who will forward it to the Reserve Bank. The following documents have to

be submitted along witthe form

(a) A certificate from the Company Secretary of the company certifying that:

(A) all the requirements of the Companiest AL956 have been complied with;

(B) terms and conditions of the Gover nmen
with;

(C) the company is eligible to issue shares under these Regulations; and

(D) the company has all original certificates issued by aizdd dealers in India
evidencing receipt of amount of consideration.

Note: For companies with paid up capital with less than Rs.5 crore, the above
mentioned certificate can be given by a practicing company secretary.

(b) A certificate from Statutory Audit or Chartered Accountant indicating the manner

of arriving at the price of the shares issued to the persons resident outside India.

(c) The report of receipt of consideration as well as ForrfGRR have to be submitted
by the AD Category bank to the [Rgional Office concerned of the Reserve Bank
under whose jurisdiction the registered office of the company is situated.

(d) Annual return on Foreign Liabilities and Asséfsnnex 7) should be filed on an
annual basis by the Indian company, directly whle Reserve Bank. This is an
annual return to be submitted by 31st of July every year, pertaining to all investments
by way of direct/portfolio investments/reinvested earnings/other capital in the Indian
company made during the previous years (i.e. thermdton submitted by 31st July
will pertain to all the investments made in the previous years up to March 31). The
details of the investments to be reported would include all foreign investments made
into the company which is outstanding as on the balaheet date. The details of
overseas investments in the company both under direct / portfolio investment may be
separately indicated.

(e) Issue of bonus/rights shares or stock options to persons resident outside India directly
or on amalgamation / mergeeftherger with an existing Indian company, as well as
issue of shares on conversion of ECB / royalty / lumpsum technical-knamfee /

import of capital goods by units in SEZms to be reported in Form F&PR.
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7.2.3 Reporting of transfer of shares

Reporting of transfer of shares between residents andesitients and vieeversa is to
be done in Form FORS (Annex 8). The Form FETRS should be submitted to the AD
Categoryl bank, within 60 days from the date of receipt of the amount of considerdtien
onus of submission of the Form HRS within the given timeframe would be on the transferor /
transferee, resident in India. The ATategoryl bank would forward the same to its link office.
The link office would consolidate the Form ARS and subma monthly report to the Reserve
Bank.
7.2.4 Reporting of Non-Cash

Details of issue of shares against conversion of EGR ttabe reported to the Regional
Office concerned of the RBI, as indicated below:
(i) In case ofull conversion of ECB into equity, the company shall report the conversion in
Form FCGGPR to the Regional Office concerned of the Reserve Bank as well as in Form
ECB-2 to the Department of Statistics and Information Management (DSIM), Reserve
Bank of India, Bandr&urla Compkx, Mumbaii 400 051, within seven working days
from the close of month to which it relates. The words "ECB wholly converted to equity"
shall be clearly indicated on top of the Form EZBOnce reported, filing of Form ECB
2 in the subsequent months is netessary.
(i) In case ofpartial conversion of ECB, the company shall report the converted portion in
Form FGGPR to the Regional Office concerned as well as in Form-EQRearly
differentiating the converted portion from the paomverted portion. Thavords "ECB
partially converted to equity" shall be indicated on top of the Form-ECHB the
subsequent months, the outstanding balance of ECB shall be reported in Fortnt&CB
DSIM.
7.2.5 Reporting of FCCB/ADR/GDR Issues

The Indian company issuing ADRsGDRs has to furnish to the Reserve Bank, full
details of such issue in the Form encloseAmsex 9, within 30 days from the date of closing of
the issue. The company should also furnish a quarterly return in the Form enclésedad 0
to the Resem Bank within 15 days of the close of the calendar quarter. The quarterly return has
to be submitted till the entire amount raised through ADR/GDR mechanism is either repatriated

to India or utilized abroad as per the extant Reserve Bank guidelines.
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7.3 ADHERENCE TO GUIDELINES/ORDERS AND CONSEQUENCES OF

VIOLATION

FDI is a capital account transaction and thus any violation of FDI regulations are covered
by the penal provisions of the FEMA. Reserve Bank of India administers the FEMA and
Directorate of Enfarement under the Ministry of Finance is the authority for the enforcement of
FEMA. The Directorate takes up investigation in any contravention of FEMA.
7.3.1 Penalties

(i) If a person violates/contravenes any FDI Regulations, by way of breaeh/non
adherene/noncompliance/contravention of any rule, regulation, notification, press note,
press release, circular, direction or order issued in exercise of the powers under FEMA or
contravenes any conditions subject to which an authorization is issued by the
Govenment of India/FIPB/Reserve Bank of India, he shall, upon adjudication, be liable
to a penalty up to thrice the sum involved in such contraventions where such amount is
guantifiable, or up to two lakh Rupees where the amount is not quantifiable, and where
such contraventions is a continuing one, further penalty which may extend to five
thousand Rupees for every day after the first day during which the contraventions
continues.

(i) Where a person committing a contravention of any provisions of this Adtasryorule,
direction or order made there under is a company (company means any body corporate
and includes a firm or other association of individuals as defined in the Companies Act),
every person who, at the time the contravention was committed, waargecof, and
was responsible to, the company for the conduct of the business of the company as well
as the company, shall be deemed to be guilty of the contravention and shall be liable to be
proceeded against and punished accordingly.

(i) Any Adjudicating Authority adjudging any contraventions under.gi3 may, if he
thinks fit in addition to any penalty which he may impose for such contravention direct
that any currency, security or any other money or property in respect of which the
contraventiorhas taken place shall be confiscated to the Central Government.

7.3.2 Adjudication and Appeals
(i) For the purpose of adjudication of any contravention of FEMA, the Ministry of Finance

as per the provisions contained in the Foreign Exchange Managendjodi¢ation
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Proceedings and Appeal) Rules, 2000 appoints officers of the Central Government as the
Adjudicating Authorities for holding an enquiry in the manner prescribed. A reasonable
opportunity has to be given to the person alleged to have committeéch\emntions
against whom a complaint has been made for being heard before imposing any penalty.
(i) The Central Government may appoint as per the provisions contained in the Foreign
Exchange Management (Adjudication Proceedings and Appeal) Rules, 2000, a
Appellate Authority/ Appellate Tribunal to hear appeals against the orders of the
adjudicating authority.
7.3.3 Compounding Proceedings
Under the Foreign Exchange (Compounding Proceedings) Rules 200@ettieal
Governmentma y appoint 6Compbyadiamg oAutilcer either
Directorate or Reserve Bank of India for any person contravening any provisions of the FEMA.
The Compounding Authorities are authorized to compound the amount involved in the
contravention to the Act made by thegmn. No contravention shall be compounded unless the
amount involved in such contravention is quantifiable. Any second or subsequent contravention
committed after the expiry of a period of three years from the date on which the contravention
was previousgt compounded shall be deemed to be a first contravention. The Compounding
Authority may call for any information, record or any other documents relevant to the
compounding proceedings. The Compounding Authority shall pass an order of compounding
after affading an opportunity of being heard to all the concerns as expeditiously and not later
than 180 days from the date of application made to the Compounding Authority. Compounding
Authority shall issue order specifying the provisions of the Act or of thesrul#ections,
requisitions or orders made there under in respect of which contravention has taken place along

with details of the alleged contraventions.
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AnnexT 1

FC-GPR

(To be filed by the company through its Authorised De@letegoryl bank wth the Regional Office of the RBI

under whose jurisdiction the Registered Office of the company making the declaration is situated as and when
shares / convertible debentures are issued to the foreign investor, along with the documents mentioned.id item No
of the undertaking enclosed to this Form)

Permanent Account Number (PAN)
of the investee company given by tk ‘ ‘ l l | ‘ | | ‘ | ‘ ‘ | ‘ ‘
Income Tax Department

Date of issue of shares/ convertiof| | | | [ | | | |
debentures

Particular s (In Block Letters)

1. Name

Address of the Registered Office

State

Registration No. given by Registrar of
Companies

Whether existing company or new Existing company / New compg
company (strike off whichever is not
applicable)

If existing company, give registration
number allotted by RBI for FDI, if any

Telephone
Fax
e-mail
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2. | Description of the main business
activity

NIC Code
Location of the project and NIC cog
for the district where the project
located

Percentage of FDI allowed as per FD
policy

State whether FDI is allowed under | Automatic Route / Approval Route
Automatic Route or Approval Route
(strike out whichever is not applicable
3 | Details of the foreign investor / collaborator
Name

Address

Country

Constitution/ Nature of the investing
Entity

[SpeC|fy whether

Individual

Company

Fll

FVCI

Foreign Trust

Private Equity Fund

Pension / Provident Fund
Sovereign Wealth Fund (SWF)
Partnership / Proprietorship Firm
10 Financial Institubn

11. NRIs/PIO

12. Others (please specify)]

©CoNoGA~wWNE

Date of incorporation

| 4 | Particulars of Shares / Convertible Debentures Issued |

" If there is more than one forgi investor/collaborator, separate Annex may be included for items 3 and 4 of the
Form.

2 SWF means Government investment vehicle which is funded by foreign exchange assets, and which manages those assets
separately from the official reses of the monetary authorities.
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(&) | Nature and date of issue

Nature of issue Date of issue | Number of shares/
convertible debentures

01 IPO / FPO

02 Preferential allotment /

private placement

03 Rights

04 Bonus

05 Conversion of ECB

06 Conversion of royalty
(including lump sum payments
07 Conversioragainst import of
capital goods by units in SE;
08 ESOPs

09 Share Swp

10 Others (please specify)
Total

(b) Type of security issued
No. | Nature of Number Maturity Face Premium Issue Price | Amount of
security value per share inflow*

01 Equity

02 Compulsorily
Convertible
Debentures

03 Compulsorily
Convertible
Preference
shares

04 Others (please

specify)

Total

i) In case the issue price is greater than the face value please give break up of the premium received.
i) * In case the issue is agair=inversion of ECB or royalty or against import of capital goods by units in SEZ, a
Chartered Accountant's Certificate certifying the amount outstanding on the date of conversion

(c) | Break up of premium Amount

Control Premium

Non competition fee

Other@

Total

@please specify the nature

(d) | Total inflow (in Rupees) on account of issue
shares / convertible debentures to ‘nesidents
(including premium, if any) vide
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(i) Remittance through AD:

(i) Debit to NRE/FCNR A/c with
Bank

(i) Others (please specify)

Date of reporting of (i) and (ii) above to RI
under Para 9 (1) A of Schedule | to Notificati
No. FEMA 20 /2006RB dated May 3, 2000, &
amended from time to time.

(e)

Disclosure of fair value of shares issuét

We are a listed company and the market valug
a share as on date of the issue is*

We are an uisted company and the fair value

of a share is*

** pefore issue of shares

*(Please indicate as appulable)

5. Post issue pattern of shareholding

Equity Compulsorily
convertible
Preference Shares
Debentures
Investor category < =
n EE » ETE
21 28 el 38
Ss5| EEE| s | Su6| EEE) ¢
a) | Non-Resident
01 | Individuals
02 | Companies
03 Flls
04 FVCls
05 | Foreign Trusts
06 | Private Equity Funds
07 | Pension/ Provident Funds
08 | Sovereign Wealth Funds
09 | Partnership/ Proprietorship Firms
10 Financial Institutions
11 | NRIs/PIO
12 | Others (please specify)
Sub Total
b) | Resident
Total
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DECLARATION TO BE FILED BY THE AUTHORISED REPRESENTATIVE OF THE INDIAN
COMPANY: (Delete whitever is not applicable and authenticate)

We hereby declare that:

1. We comply with the procedure for issue of shares / convertible debentures as laid down under the FDI
scheme as indicated in Notification No. FEMA 20/2G%B dated3™ May 2000, as amenddibm time to
time.

2. The investment is within the sectoral cap / statutory ceiling permissible under the Automatic Route of
RBI and we fulfill all the conditions laid down for investments under the Automatic Route namely (strike
off whichever is not agizable).

OR

Foreign entity/entitied (other than individuals), to whom we have issued shares do not have any
existing joint venture or technology transfer or trade mark agreement in India in the eddme fi
For the purpose of the 'same’ field, 4 digit NIC 1987 code would be relevant.

b) We are not an Industrial Undertaking manufacturing items reserved for small sector.
OR

We are an Industrial Undertakinganufacturingitems reserved for small sector and the
investment limit of 24 % of paidp capital has been observed/ requisite approvals have been
obtained.

¢) Shares issued on rights basis to-remidents are in conformity with Regulation 6 of the RBI
Notification No FEMA 20/2006RB dated % May 2000, as amended from time to time.

OR
Shares issued are bonus.

OR
Shares have been issued under a scheme of merger and amalgamation of two or nmore India
companies or reconstruction by way of-rderger or otherwise of an Indian company, duly

approved by a court in India.

OR

Shares are issued under ESOP and the conditions regarding this issue have been satisfied
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3. Shares have been issued in termslaf/SIPB approval No. dated

4. We enclose the following documents in compliance with Paragraph 9 (1) (B) of Schedule 1 to
Notification No. FEMA 20/200RB dated May 3, 2000:

® A certificate from our Company Secretamrtifying that
(@) all the requirements of the Companies Act, 1956 have been complied with;
(b) terms and conditions of the Government approval, if any, have been complied
with;
(© the company is eligible to issue shares under these Regulations; and
(d) the company hasall original certificates issued by authorised dealers in India
evidencing receipt of amount of consideration in accordance with paragraph 8 of
Schedule 1 to Notification No. FEMA 20/208B dated May 3, 2000.
(i) A certificate from Statutory Auditors / SEBegistered Category | Merchant Banker /
Chartered Accountant indicating the manner of arriving at the price of the shares issued
to the persons resident outside India.

5. Unique Identification Numbers given for all the remittances received as consiler&bioissue of
sharestonvertible debentures (details as above), by Reserve Bank.

RETTILI I

RILTIITII I ]

(Signature of the Applicant)*:

(Name in Block Letters)

(Designation of the signatory) :

Place:
Date:

(* To be signed by Managing Director/Director/Secretary of the Company)
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CERTIFICATE TO BE FILED BY THE COMPANY SECRETARY °®OF THE INDIAN
COMPANY ACCEPTING THE INVESTMENT:

(As per Para 9 (1) (B) (i) of Schedule 1 to Notification NeEMA 20/2000RB dated May 3, 2000)
In respect of the abovementioned details, we certify the following :

1. All the requirements of the Companies Act, 1956 have been complied with.
2. Terms and conditions of the Government approval, if any, have beempligbmwith.

3. The company is eligible to issue shares / convertible debentures under these Regulations.
4. The company has all original certificates issued by@ddegoryl banks in India, evidencing receipt

of amount of consideration in accordancehwitaragraph 8 of Schedule 1 to Notification No. FEMA
20/2000RB dated May 3, 2000.

(Name & Signature of the Company Secretary) (Seal)

FOR USE OF THE RESERVE BANK ONLY:

Registration Number for the FC-GPR: ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ’ ’ ‘ ’ ‘

Unique Identification Number allotted to the
Company at the time of reporting receipt of remittance

]1'f the comp a afyll titheoGompaidytSectetary, @ certificate franpracticing ®@mpanySecretary
may be submitted
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Annex- 2

Terms and conditions for Transfer of Shares /Convertible Debentures, by way of Sale, from a
Person Resident in India to a Perso Resident Outside India and from a Person Resident Outside
India to a Person Resident in India
1.1 In order to address the concerns relating to pricing, documentation, payment/ receipt and
remittance in respect of the shares/ convertible debenturemn dhdian company, in all sectors,
transferred by way of sale, the parties involved in the transaction shall comply with the guidelines set out

below.

1.2 Parties involved in the transaction are (a) seller (resident/neresident), (b) buyer
(resident/norresident), (c) duly authorized agent/s of the seller and/or buyer, (d) Authorised Dealer bank

(AD) branch and (e) Indian company, for recording the transfer of ownership in its books.

2. Pricing Guidelines
2.1 The under noted pricing guidelines are agaddie to the following types of transactions:
i.  Transfer of shares, by way of sale under private arrangement by a person resident in India to a
person resident outside India.
ii.  Transfer of shares, by way of sale under private arrangement by a person reggieatiodia to
a person resident in India.
2.2 Transfer by Resident to Nonresident (i.e. to incorporated neresident entity other than
erstwhile OCB, foreign national, NRI, FII)
Price of shares transferred by way of sale by resident to -aesatent wikre the shares of an Indian
company are:

(a) listed on a recognized stock exchange in India ,shall not be less than the price at which the
preferential allotment of shares can be made under the SEBI guidelines , as applicable, provided
the same is deteiimed for such duration as specified therein, preceding the relevant date, which
shall be the date pf purchase or sale of shares,

(b) not listed on a recognized stock exchange in India ,shall not be less than the fair value to be
determined by a SEBI re¢gesed Category | Merchant Banker or a Chartered Accountant as per
the discounted free cash flow method.

The price per share arrived at should be certified by a SEBI registered Category | Merchant Banker or a
Chartered Accountant.
2.3 Transfer by Non-resident (i.e. by incorporated neresident entity, erstwhile OCB, foreign

national, NRI, Fll)to Resident
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Sale of shares by nonresident to resident shall be in accordance with Regulation 10 B (2) of
Notification No. FEMA 20/2006RB dated May 3, 2000 whickhall not be more than the minimum price

at which the transfer of shares can be made from a resident teresiaent as given at para 2.2 above.

3. Responsibilities / Obligations of the parties

All the parties involved in the transaction would h#we responsibility to ensure that the relevant
regulations under FEMA are complied with and consequent on transfer of shares, the relevant individual
limit/sectoral caps/foreign equity participation ceilings as fixed by Government are not breached.
Settlenent of transactions will be subject to payment of applicable taxes, if any.

4, Method of payment and remittance/credit of sale proceeds

4.1 The sale consideration in respect of the shares purchased by a person resident outside India shall
be remitted toridia through normal banking channels. In case the buyer is a Foreign Institutional Investor
(FI), payment should be made by debit to its Special-Resident Rupee Account. In case the buyer is a

NRI, the payment may be made by way of debit to his NREFQB) accounts. However, if the shares

are acquired on nerepatriation basis by NRI, the consideration shall be remitted to India through normal
banking channel or paid out of funds held in NRE/FCNR (B)/NRO accounts.

4.2. The sale proceeds of shares (pfetaxes) sold by a person resident outside India may be remitted
outside India. In case of Fll, the sale proceeds may be credited to its speciRledldant Rupee
Account. In case of NRI, if the shares sold were held on repatriation basis, the sadelpi(@et of taxes)

may be credited to his NRE /FCNR(B) accounts and if the shares sold were held on non repatriation basis,
the sale proceeds may be credited to his NRO account subject to payment of taxes.

4.3 The sale proceeds of shares (net of tagek) by an OCB may be remitted outside India directly
if the shares were held on repatriation basis and if the shares sold were helergpatgation basis, the
sale proceeds may be credited to its NRO (Current) Account subject to payment of taxyesinetkee

case of OCBs whose accounts have been blocked by Reserve Bank.

5. Documentation
Besides obtaining a declaration in the enclosed ForATIRE (in quadruplicate), the AD branch should
arrange to obtain and keep on record the following documents:
5.1 For sale of shares by a person resident in India
i.  Consent Letter duly signed by the seller and buyer or their duly appointed agent indicating

the details of transfer i.e. number of shares to be transferred, the name of the investee
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company whose shares areinge transferred and the price at which shares are being
transferred. In case there is no formal Sale Agreement, letters exchanged to this effect may be
kept on record.
ii.  Where Consent Letter has been signed by their duly appointed agent, the Power of Attorne
Document executed by the seller/buyer authorizing the agent to purchase/sell shares.
iii.  The shareholding pattern of the investee company after the acquisition of shares by a person
resident outside India showing equity participation of residents andesdents category
wise (i.e. NRIS/OCBs/foreign nationals/incorporated -nesident entities/Flls) and its
percentage of paid up capital obtained by the seller/buyer or their duly appointed agent from
the company, where the sectoral cap/limits have beenrjredc
iv.  Certificate indicating fair value of shares from a Chartered Accountant.
v. Copy of Brokerodos note if sale is made on St o
vi.  Undertaking from the buyer to the effect that he is eligible to acquire shares/ convertible
debentures under FDI poli@nd the existing sectoral limits and Pricing Guidelines have been
complied with.
Vil. Undertaking from the Fll/sub account to the effect that the individual FIl/ Sub account

ceiling as prescribed by SEBI has not been breached.

5.2.  For sale of shares by a persoresident outside India

i. Consent Letter duly signed by the seller and buyer or their duly appointed agent indicating
the details of transfer i.e. number of shares to be transferred, the name of the investee
company whose shares are being transferred andpribe at which shares are being
transferred.

ii. Where the Consent Letter has been signed by their duly appointed agent the Power of
Attorney Document authorizing the agent to purchase/sell shares by the seller/buyer. In case
there is no formal Sale Agreemeletters exchanged to this effect may be kept on record.

iii. If the sellers are NRIs/OCBs, the copies of RBI approvals evidencing the shares held by them
on repatriation/nomepatriation basis. The sale proceeds shall be credited NRE/NRO account,
as applicable

iv.  Certificate indicating fair value of shares from a Chartered Accountant.

v.  No Objection / Tax Clearance Certificate from Income Tax authority/Chartered Account.

vi.  Undertaking from the buyer to the effect that the Pricing Guidelines have been adhered to.

6. Reporting requirements
6.1 Reporting of transfer of shares between residents andasarents and vice versa is to be done in
Form FGTRS. The Form FRS should be submitted to the ATategoryl bank, within 60 days from

92



the date of receipt of th@mount of considerationThe onus of submission of the Form-F&S within
the given timeframe would be on the transferor / transferee, resident in India. TBatégoryl bank,
would forward the same to its link office. The link office would consoéidde Forms and submit a

monthly report to the Reserve Bénk

For the purpose the Authorized Dealers may designate branches to specifically handle such transactions.
These branches could be staffed with adequately trained staff for this purpose to teasute
transactions are put through smoothly. The ADs may also designate a nodal office to coordinate the work
at these branches and also ensure the reporting of these transactions to the Reserve Bank.

6.2 When the transfer is on private arrangementisbasn settlement of the transactions, the
transferee/his duly appointed agent should approach the investee company to record the transfer in their
books along with the certificate in the Form-FRS from the AD branch that the remittances have been
received by the transferor/payment has been made by the transferee. On receipt of the certificate from the
AD, the company may record the transfer in its books.

6.3 The actual inflows and outflows on account of such transfer of shares shall be reported by the AD
branch in the Returns in the normal course.

6.4 In addition the AD branch should submit two copies of the ForrTRGS received from their
constituents/customers together with the statement of inflows/outflows on account of remittances
received/made inannection with transfer of shares, by way of sale, to IBD/FED/or the nodal office
designated for the purpose by the bank in the enclosed proforma (which is to be preparexiceMS
format). The IBD/FED or the nodal office of the bank will in turn subaitonsolidated monthly
statement in respect of all the transactions reported by their branches together with copies -diRi&e FC
Forms received from their branches to Foreign Exchange Department, Reserve Bank, Foreign Investment

Division, Central OfficeMumbai in soft copy (in MSExcel) by email tofdidata@rbi.org.in

6.5 Shares purchased / sold by FlIs under private arrangement will be by debit /credit to their Special

Non Resident Rupee Account. Therefore, tilamsaction shouldlso be reported in Form LEC (Fll) by

the designated bank of the FIl concerned.

6.6 Shares/convertible debentures of Indian companies purchased under Portfolio Investment

Scheme by NRIs, OCBs cannot be transferred, by way of saée pridate arrangement.

6.7 On receipt of statements from the AD, the Reserve Bank may call for such additional details or

give such directions as required from the transferor/transferee or their agents, if need be.
Oooooooooooooooooo

* To the Chief General Manager-in-Charge, Reserve Bank of India, Foreign Exchange Department, Foreign
Investment Division, Central Office, Mumbai
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Annex- 3

Documerts to be submitted by a person resident in India for transfer of shares to a person resident

Vi.

Vii.

viil.

outside India by way of gift

Name and address of the transferor (donor) and the transferee (donee).

Relationship between the transferor and the transferee.

Rea®sns for making the gift.

In case of Government dated securities and treasury bills and bonds, a certificate issued
by a Chartered Accountant on the market value of such security.

In case of units of domestic mutual funds and units of Money Market MEturals, a
certificate from the issuer on the Net Asset Value of such security.

In case of shares and convertible debentures, a certificate from a Chartered Accountant
on the value of such securities according to the guidelines issued by Securities &
Exchange Board of India or DCF method for listed companies and unlisted companies,

respectively.

Certificate from the concerned Indian company certifying that the proposed transfer of
shares/ convertible debentures by way of gift from resident to theesolent shall not
breach the applicable sectoral cap/ FDI limit in the company and that the proposed
number of shares/convertible debentures to be held by theepiment transferee shall

not exceed 5 per cent of the paid up capital of the company.

An undetaking from the resident transferor that the value of security to be transferred
together with any security already transferred by the transferor, as gift, to any person
residing outside India does not exceed the rupee equivalent of USD 2060 a

caendar year.
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Annex -4

Definition of "relative" as given in Section 6 of Companies Act, 1956.

A person shall be deemed to be a relative of another, if, and only if:
(a) they are members of a Hindu undivided family ; or
(b) they are husband and wife ; or
(c) theone is related to the other in the manner indicated in Schedule IA (as under)

1. Father.

. Mother (including stepnother).

. Son (including stepson).

. Son's wife.

. Daughter (including stegiaughter).

. Father's father.

. Father's mother.

. Mother's mother.

. Mother's father.

© 00 N O o0~ WN
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. Son's son.

(=Y
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. Son's son's wife.

=
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. Son's daughter.

=
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. Son's daughter's husband.

=
IS

. Daughter's husband.

=
)

. Daughter's son.

=
()]

. Daughter's son's wife.

(=Y
~

. Daughter's daughter.

[N
(o]

. Daughter's daughtehsisband.

[N
(]

. Brother (including steprother).

N
o

. Brother's wife.

N
[y

. Sister (including stepister).

N
N

. Sister's husband.

* *% *kkkkkk *% *
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Annex-5

Report by the Indian company receiving amant of consideration for issue of sharesConvertible
debentures under the FDI Scheme

( To be filed by the company through its Authorised De@kgiegoryl bank, with the Regional
Office of the Reserve Bank under whose jurisdiction the Registered @ftloe company making

the declaration is situated, not later than 30 days from the date of receipt of the amount of
consideration, as specified in para 9 (I) (A) of Schedule | to Notification No. FEMA 20/R&00
dated May 3, 2000 )

Permanent Account

Number (PAN) of the HHHHHHH‘
investee company given b
the IT Department

No. Particulars (In Block Letters)

1. Name of the Indian company

Address of the Registered Office

Fax
Telephone
e-mail

2 Details of theforeign investor/ collaborator
Name

Address

Country

3. Date of receipt of funds

4, Amount In foreign currency | In Indian Rupees

5. Whether investment is under Automal Automatic Route / Approval Route
Route or Approval Route

If Approval Route, give details (ref. n
of approval and date)
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6. Name of the AD through whom the
remittance is received

7. Address of the AD

A Copy of the FIRC evidencing the receipt of consideration for issue of shamegértible debentures as
abo\e is enclosed.

(Authorised signatory of (Authorised signatory o
the investee company) the AD)
(Stamp) (Stamp)

FOR USE OF THE RESERVE BANK ONLY:

Unique Identification Number for the remittance received: ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ | | ‘ | ‘
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AnnexTi 6

Know Your Customer (KYC) Form in respect of the nonresident investor

Registered Name of the Remitter / Investor

(Name, if the inestor is an Individual)

Registration Number (Unique Identificati

NumbetF in case remitter is an Individual)

Registered Address (Permanent Addres:

remitter Individual)
Name of the Remitter
Remitterds Bank Accc

Period of bankig relationship with the remitte

* Passport No., Social Security No, or any Unique No. certifying the bonafides of the remitter
as prevalent in the remitterdéds country

We confirm that all the information furnished above is true and accurate as predidy the
overseas remitting bank of the neresident investor.

(Signature of the Authorised Official
of the AD bank receiving the remittance)

Date : Place:

Stamp :
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AnnexTt 7

Annual Return on Foreign Liabilities and Assets

(Return to be filled undek.P. (DIR Series) CirculaNo.45 datedMarch 15, 2011
to the Department of Statistics and Information Management, RBI, Mumbai)

| Please read the guidelines/definitionsarefully before filling -in the Return |

Section I; Identification Particulars
For RBI 6s use

1. Name and Address of the Indian Company COMPANY CODE

City: Pin:

State:
2. IncomeTax allotted PAN Number of Company:
3. Registration No given by the Registrar of Companies:
4. Name of the CONTACT PERSON : DESIGNATION:

Tel.No. (with STD code): Fax:

e-mail:

5. Account closing date: (dd/mm/yy) Webssite (if any):

6. In case of change in Company Name\andctvity, specify the old and new Company Name and activity:

Old Company Name : New Company Name
Effective Date
Old Activity: New Attivi

7. Nature of Business: Please ticK () the appropriate group of activity to which your principal line of
business pertains and also mention, if possible, the NIC code in the bracket.

Industry Revenue | Industry Revenue | Industry Revenue | Industry Revenue
(%) (%) (%) (%)

1. Power 2. Electrical & 3. Non- financial 4. Financial Sevices

( ) Electronics services ( )
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( ) ( )
5.Telecom 6. Hotels & 7. Metallurgical 8. Food Processing
( ) Tourism Industry & Industry
( ) Mining ( )
( )
9. Transportation 10. Petroleum & 11. Chemicals 12. Construction
( ) Natural Gas (other than ( )
( ) fertilizers)
( )
13. Software and 14. Pharmaceutical 15. Other
ITES/BPO ( ) ( )
( )

For RBI(I6dastryiCade

8. Whether your company is listed in India [please ti€k)]? ‘ Yes ‘ ‘ | No ‘ ‘

9. Whether your company has any Foreign Collaboration? ‘ Yes ‘ ‘ ‘ No | ‘
If yes, please indicate whethigis (please tick the appropriate one)

(a) Technical collaboration (b) Financial collaboration (c) Both
(foreign equity
participatior)

Block 1A : Total Paid up Capital of Indian Company

End-March of previous FY End-March current FY
Item Number of Shares Amount in Number of Shares Amount in
lakh lakh

1.0 Total Paidup Capital
[(D)+(iD)]

(i) Ordinary/Equity Share

(ii) Preference Share [(a)+(b)]

(a) Participating

(b) Nonparticipating

2.0 Nonresident Equity
Holdings

1 Individuals

2 Companies

3 FlIs

4 FVCls

5 Foreign Trusts

6 Private Equity Funds

7 Pension/ Provident Funds
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8 Sovereign Wealth Fund (SWF)

9 Partnership/ Proprietorship firmg

10 Financial Institutions

11 NRIs/PIO

12 Others (please specify)

Note: FY: Financial Year

Block 1B : Free Reserves & Surplus and Retained Profit

ltem

Amount in °~ lakh as at theendi March of

Previous FY

Current FY

of

3.1 Free Reserves & Surplus as at the er

Amount in ~ lakh

During Previous FY

During Current FY

3.2 Profit (+) / Loss-) after tax

dividend)

3.3 Dividend Declared (excluding tax on

3.4 RetainedProfit / loss ( 3.4 = 3.23.3)

Section Il

FOREIGN LIABILITIES

2. Investments made under Foreign Direct Investment (FDI) scheme in India:
In case of listed companiesjuity should be valued using share price on closing date of reference period,
while in case of unlisted companies, Own Fund of Book Value (OFBV) Methodld be used
(see the attached guidelines for details)

Block 2A: Foreign Direct Investment in India (10% or more Equity Participation)

[Please furnish here the outstanding investexmade under th&DI Scheme in Indidy Non-resident Direct investorsyho
were individually holdindLO per cent or moreordinary/equity shares gbur companyon the reporting date

If this block isNon-NIL , then please give the Name & Addresses of gobsidiary in India, if anyin BLOCK 9.

Name of the
nonresident
Company/
Individual

Type of Capital

Country of
nonresident
investor

Equity
holding
(%)

Amount in © lakh as at the end of

March
PreviousFY

December
Current FY

March
Current FY

1.0 Equity Capital (1.0 =1.21.1)

1.1 Claims on Direct Investor

1.2 Liabilities to Direct Investor

2.0 Other Capital(2.0 = 2.22.1)
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2.1 Claims on Direct Investor

2.2 Liabilities to Direct Investor

3.0 Disinvestments in India during the year

Note: (i) if investor is a company, then country is the country of incorporation;
(i) Please use different sheet using same format to report differemesimient company/individual.

Block 2B: Foreign Direct Investment in India (Less than 10% Equity Holding)

[Please furnish here the outstanding investmerade under th€DI Scheme in Indi®dy Non-resident Direct investorsvho
were individually holdindess than 10 per cenbrdinary/ @uity shares ojour companyn the reporting date]

Name of the Country of Equity Amount in * lakh as at the end of
nonresident | Type of Capital nonresident | holding

Company/ investor (%) March December|  March
Individual PreviousFY| Current FY| Current FY

1.0 Equity Capital (1.0 =1.21.1)

1.1 Claims on Direct Investor

1.2 Liabilities to Direct Investor

2.0 Other Capital(2.0 = 2.22.1)

2.1 Claims on Direct Investor

2.2 Liabilities to Direct Invstor

3.0Disinvestments in India during the yea

Note: (i) if investor is a company, then country is the country of incorporation;
(ii) Please use different sheet using same format to report differemesmi@ent company/individal.

3. Portfolio and Other Liabilities to Non-residents(i.e. position with unrelated parties)

Block 3A: Portfolio Investment

Please furnish here the outstanding investments byesidentnvestors made under tiortfolio

Investment Scheme in Inda. In case of listed companieguity should be valued using share price on
closing date of reference period, while in case of unlisted comp@wesFund of Book Value (OFBV) Method
should be usedsee the attached guidelines for details)

. Country of non- | Amountin "~ lakh as at the end of
Portfolio Inv estment resident investor | March Previous FY March Current FY

1.0Equity Securities

2.0Debt Securities(2.0 = 2.1+2.2)

2.1 Bonds and Notes (original maturity more than lyear)

2.2 Money Market Instrumats (original maturity uptolyear)

3.0 Disinvestments in India during the year
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Note: Data pertaining to each type of investment are to be reported consolidating the information country wise. If more coues
are involved to report the data for theparticular type(s) of investment, it should be reported in the same format using additional
sheets separately for each country.

Block 3B: Financial Derivatives (with nonresident entities only)
Please furnish here the outstanding foreign liabilities oot of financial derivatives contraemtered
into with non-residents

Country Of noﬂresident Amount in ) Iakh as at the end Of
investor March Previous FY March Current FY

Financial Derivatives

(i) Notional Value

(i) Mark to market value

Note: If more countries are involved to report the data for the particular type(s) of investment, it should be reported in the same
format using additional sheets separately for each country.

Block 3C: Other Investments:
This is a residual category that includddiabancial outstanding not considered as direct investment or
portfolio investmentdutstanding liabilities with Unrelated Parties)

Country of norresident Amountin ~ lakh as at the end of

lender March Previous FY | March Current FY

Other Investment

4.0 Trade Credit (4.0 =4.1+4.2)

4.1 Short Term (4.1= 4.1.1+4.1.2)

4.1.1. Up to 6 Months

4.1.2.6 Months to 1 Year

4.2. Long Term

5.0 Loans (5.0 = 5.1+5.2)

5.1 Short Term

5.2 Long Term

6.0 Other Liabilities (6.0 = 6.1+6.2)

6.1 Short Ternup to 1 yr.)

6.2 Long Term

Note: (i) Data pertaining to each type of investment are to be reported consolidating the information country wise. If moes coun
are involved to report the data for the particular type(s) of inwest, it should be reported in the same format using
additional sheets separately for each country.

(i) At item 5.0, loan should include the ECB loan other than those taken fromesident parent company. ECB loan taken
from parent compangbroad should be shown under Other Capital of Block 2A.

Section’ ||
FOREIGN ASSETS

1. Please use thexchange rate as at endilarch/end-December(as applicable) of reporting year while
reporting thdoreign assets in' lakh.
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2. In case, the overseas companlsited, euity should be valued using share price on closing date of

reference period, while in case of unlisted company, use Own Fund of Book(®@&B¥) method for
valuation of equity(see the attached guidelines for details)

Block 4: Direct Investmert Abroad under Overseas Direct Investment Scheme

Block 4A: Direct Investment Abroad (10 % or more Equity holding)
[Please furnish here your outstanding investments in-fdsident enterprises [Direct Investment Enterprises
(DIE)], made under the Oversea®irect Investment Schemein each of whictyour company hold 10 per cent

or more Equity shares on the reporting daté]this block isNon-NIL, then please furnish the informatiam
BLOCK 6.

Name of the Country of Equity Amount in * lakh as at the end of
nonresident | Type of Capital nonresident | holding

Direct DIE (%) Mar_ch December March
Investment Previous Current Current
Enterprise FY FY FY
(DIE)

1.0 Equity Capital (1.0 = 1.11.2)
1.1 Claims on Direct Investment Enterprise

1.2 Liabilities to Direct Investment Enterprise

2.0 Other Capital(2.0 = 2.12.2)

2.1 Claims on Direct Investment Enterprise

2.2 Liabilities to Direct Investment Enterprise

3.0Disinvestments made abroad during th
year

Note: Please use separate sheets in the above format to report for separate DIES

Block 4B: Foreign Direct Investment Abroad (Less than 10 % Equity holding
[Please furnish here your outstanding investments irresident enterprises (Diretnvestment Enterprises DIEade

under the Overseas Direct Investment Schemn each of whiclyour companyholds lessthan 10 per centEquity shares
on the reporting date].

Name of the non Country of non Amount in * lakh as at the end of
resident enterprises| Type of Capital resdent
enterprises Mar_ch December March
Previous | Current FY Current
FY FY

1.0 Equity Capital (1.0 =1.11.2)

1.1 Claims on nomesident Enterprise abroad
1.2 Liabilities to norresident Enterprise akad
2.0 Other Capital (2.0 = 2.12.2)

2.1 Claims on nomesident Enterprise abroad

2.2 Liabilities to norresident Enterprise abroad

3.0Disinvestments made abroad during the
year
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Note:Please use separate sheets in the abowenfiat to report different non -resident fellow enterprises.

Portfolio and Other Assets Abroad(i.e., position with unrelated parties)

Block 5A: Portfolio Investment Abroad
1. Please furnish here the outstanding investmentonresidententerprisespther than those made under
Overseas Direct Investment Schemia India(i.e., other than those reported in Block 4A & 4B).
2. In case overseas companies are listegjtye should be valued using share price on closing date of
reference period, while in case of igtdéd companies, use Own Fund of Book Value Method (ORB&# the
attached guidelines for details)

Country of | Amountin " lakh as at the end of

Portfolio Investment nonresident| pmarch Previous December March
enterprise FY Current FY Current FY

1.0 Equty Securities

2.0 Debt Securities (2.0=2.1+2.2)

2.1 Bonds and Notg@riginal maturity more than
lyear)

2.2 Money Market Instruments (original maturity up
lyear)

3.0Disinvestments Abroadduring the year

Note: Data pertaining to_each type of investment are to be reported consolidating the information country wise. If
particular type(s) of investment spreads over more than one country, it should be reported in the above
format using separate additional sheet for each country.

Block 5B: Financial Derivatives (with nontresident entities only)
Please furnish here the outstandotegyms on norresidentn account of financial derivatives contract
entered into with Non-residents

Country of noaresident Amount in ~ lakh as at the end of
enterprse March Previous FY March Current FY

Financial Derivatives

(i) Notional Value

(i) Mark to market value

Note: If particular type(s) of investment spreads over more than one country, it should be reported in the above format using
separateadditional sheet for each country.

Block 5C: Other Investment (Outstanding claims onUnrelated Parties):
This is a residual category that includes all financial outstanding claims not considered as direct
investment or portfolio investment.

Country of Amount in * lakh as at the end of
Other Investment nonresident
. March Previous FY March Current FY
enterprlse

4.0 Trade Credit (4.0=4.1+4.2)
4.1 Short Term (4.1=4.1.1+4.1.2)

4.1.1. Up to 6 Months
4.1.2. 6 Months to 1 Year
4.2 Long Term
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5.0 Loans (5.0=5.1+5.2)
5.1 Short Term (Up to 1 year)
5.2 Long Term

6.0 Other Assets (6.0=6.1+6.2)
6.1 Currency & Deposits

6.2 Others

Note: (i) Data pertaining to each type of investment are to be reported consolidating the infoation country wise. If

particular type(s) of investmentspreads over more than one country, it should be reported in the above format using
separate additional sheet for each country.

Block 6: Equity Capital, Free Reserves & Surplus of Direct InvestmenEnterprise Abroad

[Please report here the total equity, dwity held by your company and the total free reserves & surplus of those- non
resident enterprises in each of whyadur company held 10 per cent or moreshares on the reporting date].
If this blockis Norn-NIL then please make sure that you have provided the relevant inforrmaB®CK 4A.

Amount in Foreign Currency
as at the end of (in actual)

Name of the DIE | [tem Currency | March Previous March Current
FY FY
2) (2) (3) (4) ®)

1. Total Equity of DIE

2. Equity of DIE held by you

3. Free Reserves & Surplus of DIE

4. Dividend Received by yaduring the year

5. Amount of your Profit retained by DIE
during the year

Note: If your company is a Direct Investa in more than one DIE, the data should be provided in the same format in respect of
each such DIE using additional sheets.

Block 7: Contingent Foreign Liabilities
[Please report here the relevant details about the contingent foreign liabiliims @ompany]

Amount in Foreign Currency as

I . g # | at the end of (in actual)
Description of Contingent Liability Country Currency March Previous | March Current
FY FY
(2) (2) 3) (4) (5)

Note: # Currency of denomination of the contingéareign liability should be mentioned in Col. Befer to the details on Contingent
liabilities given in Annex.
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Block 8: Employee Information of reporting Indian company

As at the endMarch of

Previous FY Current FY

No. of Employees on Payroll

BLOCK 9: Name(s) & Address (es) of your subsidiary in India

Sr.

Nos.

Name of Subsidiary in India*

Your Equity
holding in
subsidiary

%

Address

Retained profit/ losg
of your subsidiary in
India  during the
current FY

(Amount in" lakh)

Certificate

We hereby certify that all the facts and figures furnished in this schedule reflect the accurate position c
the company and reped after understanding all the items of all the blocks of the schedule.

Place :

Date :

Signature ad Name of the Authorisegerson



Concepts & Detnitions to be used while fillingin the Annual Return on Foreign Liabilities
and Assets

Residence of Enterprises

An enterprise is said to have a center of economic interest and to be a resident unit of a country
(economic territory) when the enterprise @ngaged in a significant amount of production of
goods and/or services there or when it owns land or buildings located there. The enterprise must
maintain at least one production establishment in the country and must plan to operate the
establishment irgfinitely or over a long period of time.

Free Reserves and SurpluéBlock 1B, Item 3.1)

Free Reserves and Surplus shantdude all unencumbered reserves such as
i) General Reserve net of losses, if any

i) Capital Reserve

iii) Development Rebate Reser

iv) Premium on shares

v) Dividend Equalization Reserve

vi) Investment Allowancéutilized) Reserve.

Free Reserves and Surpki®uldexcludeTax provisions and other items such as
I) provision for deferred taxation

i) Tax Equalization Reserve

iii) I nvestment Allowancéunutilized) and

iv) Revaluation Reserve

Retained Profit (Block 1B, Item 3.4)
Retained profit = Profit after tax Dividend declared (excluding tax on dividend)
(i.e. Item 3.4 = Item3.2 minus Item 3.3, of Block 1B)

A. Direct Investment:

Direct investment is a category of international investment in which a resident entity in one
economy (direct investor (DI) acquires a lasting interest in an enterprise resident in another
economy (Direct Investment Enterprise (DIE). It consists ofdamponents, viz., Equity capital

and Other Capital.

) Equity Capital under Direct Investment
It covers (1) Equity in branches and all shares (exceptpaditipating preferred shares) in
subsidiaries and associates; (2) Contributions such as the prowisSiorachinery, land &
building(s) by a direct investor to a DIE by equity participation; (3) Acquisition by a DIE of
shares in its direct investor, termed as Reserve investment (i.e. claims on DI).

(@) Foreign Direct Investment in India (Block 2A, 2B)
If the Indian company has issued the shares torasident entities under the FDI scheme in
India, then it should be reported under the Foreign Direct Investment in India (Liabilities),
Section Il of the return. If the nemresident entityholds the 10 per cent omore equity/ ordinary
shares in the reporting Indian company, then it should reported Bhoek 2A (item 1.2,
liabilities to direct investment). However, if the nmsident entity holdtess than 10 per cent
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of the equity capital of reporting Indian mpany, then it should be reported un@&ock 2B

(item 1.2, liabilities to direct investment). In both the cases, the investingesment entity is
called as the Direct Investor (DI) while the reporting Indian company is called as Direct
Investment Entgrise (DIE).

If the reporting Indian company also holds thequity shares in its Dicompany abroad and if

its share idess than 10 per cenbf equity capital of DI company, then it is calledraserse
investment and same should beeported under item 11 (claim on direct investor) of the
respective block i.eBlock 2A or 2B.

(b) Foreign Direct Investment abroad by Indian companiegBlock 4A and 4B)
If the reporting Indian company invest in equity shares of-nesident company, under the
Overseas Direct Irastment scheme in India, i.e. investment in Joint venture or Wholly owned
subsidiaries abroad, then it should be reported under the Foreign Direct Investment abroad,
Section 1ll. If the equity holding of Indian company in A@sident company 80 per cen or
more, then it should be reported und&gock 4A (item 1.1 claim on DIE)ptherwise, it should
be reported undeéBlock 4B (item 1.1, claim on DIE). In both the cases, Indian company is called
as the Direct Investor (DI) while the noesident companysi called as Direct Investment
Enterprise (DIE).

If the non-resident DIE also holds thequity shares in Indian reporting company(DI) and if

its share idess than 10 per cenbf equity capital of reporting company, then it is called as
reverse investmentand same should be reportadder item 1.2 (liabilities to DIE) of the
respective block i.eBlock 4A or 4B.

(i) Other Capital under Direct Investment (Block 2A, 2B, 4A and 4B)

The other capital (inter-company debt transactions) component of direct investowrers the
outstanding liabilities or claims arising dberrowing and lending of funds, investment in
debt securities including nonparticipating preference shares, trade credits, financial
leasing, share application money, between direct investors amEs and between two DIEs
that share the same Direct Investar Non-participating preferred shares owned by the direct
investor are treated as debt securities & should be included in Other Capital.

B. Portfolio Investment:

(i) Portfolio Investment (Block 3A & 5A)

It coversexternal claims by or liabilities to reporting Indian company in equity and debt
securitiesother than those included in direct investmentBlock 2A, 2B and 4A, 4B). Debt
securities include lonterm bonds and notes, shtetm money marmt instruments.

Any investment is madby the nonresident entities in Indian companyunder thePortfolio
Scheme in Indiashould be should be reported unBéck 3A (Portfolio liabilities).

Any investment madby the Indian companyin foreign shares andor debt securitiesgpart

from the investment made under the Overseas Direct Investment Schemshould be
reported undeBlock 5A (Portfolio assets).

(i) Equity Securities (Block 3A & 5A, Item 1.0)

Equity securities are instruments acknowledginghblelers' claim to the residual income of the
issuing enterprise after the claims of all creditors have been met. These include ordinary shares,
stocks, participating preference shares, depository receipts (ADRs/GDRs) denoting ownership of
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equity securitiesssued to nomesidents, shares/units in mutual funds & investment trusts, equity
securities that are sold under repurchase agreement, equity securities that are sold under
securities lending arrangement.

(iif) Debt Securities(Block 3A & 5A, Item 2.0)

These include bonds and notes, money market instruments.

(iv) Bonds and NotegBlock 3A & 5A, Item 2.1)

This category includes debt securities with original contractual maturities of more than one year
(long-term). It includes the lonterm securities suchas Debentures, Neparticipating
preference shares, Convertible bonds, Negotiable certificates of deposit, Perpetual bonds,
Collateralized mortgage obligations, Dual currency, Zero coupon and other Deep discounted
bonds, Floating rate bonds and Indeked bonds.

(v) Money Market Instruments (Block 3A & 5A, ltem 2.2)

These shot er m i nstruments include treasury Dbills
shortterm negotiable certificates of deposit and shemn notes issued under note issuance
facilities. It may be noted that the instruments that share the characteristics of money market
instruments but are issued with maturities of more than one year are classified as Bonds and
Notes.

C. Financial Derivatives(Block 3B and 5B)

Financial derivative are linked to a specific financial instrument, indicator, or commodity and
through which specific financial risks can be traded in the financial markets in their own right.
Derivative instruments include futures, interest and ecossency swaps, forwdr rate
agreements, forward foreign exchange contracts, credit derivatives and various types of options.

D. Other Investments (Block 3C and 5C)
This is a residual category thatcludes all financial outstandingiot considered as direct
investment or portfolio investmentsuch as:

() Trade Credits (Block 3C & 5C, Item 4.0)

Trade credits are assets and liabilities that arise fronditleet extension of creditfrom a
supplier to a buyer for transactions igoods and servicesind advance paymentsby buyers
for transactions in goods and services and for work in progresde credit assetsareadvance
payments made byimporter (you) for (your) imports orcredit extended by exporter (you)
directly to (your) importerTrade credit liabilities are advance paymat received by the
exporter (you) for (your) exports aredit received by importer (you) directly from (your)
exporter. It may be noted here tlanding provided by an enterprise other than the supplier
for the purpose of purchasing goods or servicte#edas a loanand not as trade credit.

(if) Loans (Block 3C & 5C, Item 5.0)

Loans are direct lending of funds by a creditor to a debtor through arrangements. These include,

|l oans to finance trade (i .e. Buimon sréanegpore di t i
credit agency in the exporting country extends a loan directly to a foreign buyer or to a bank in

the importing country to pay for the purchase of goods and services), mortgages, and other loans
and advances. Financial leases and @@age agreements are also considered loans.

Note thatloan received from the nonrresident direct investorshould be reported und@ther

Capital of Block 2A or 2B while loan extendedto your subsidiaries/ associates abroad

should be reported und@ther Capital of block 4A or 4B. These outstanding loans should be
reported under the loan item of Block 3C or 5C.
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(iif) Other Liabilities and Assets (Block 3C & 5C, Item 6.0)

These are the residual items that include all external financial liabilities and asseecorded
elsewhere in the liabilities/assets. These are miscellaneous accounts receivable and payable such
as accounts relating to interest payments in arrears, loan payments in arrears, wages and salaries
outstanding, prepayments of insurance premsiutaxes outstanding & the like.

(iv) Long-term and Short-term Investment (Block 3C & 5C)

Long-term investment is defined as investment with an original contractual maturity of more
than one year. Shetérm investment includes currency, investment payabl demand or with

an original contractual maturity of one year or less.

E. Disinvestments in India and Abroad(ltem 3.0 in Block 2A, 2B, 3A, 4A, 4B & 5A)

Any disinvestments made by noesident direct investor of the reporting Indian company during
theyear should be reported in Block 2A and Block 2B and portfolio disinvestments in Block 3A.
Likewise, any disinvestment made by the reporting Indian company in its DIE abroad during the
year should be reported in Block 4A and 4B and portfolio disinvestrbgntsporting company
should be reported in Block 5A.

F. Contingent Liabilities (Block 7)

Contingent liabilities are obligations thatise from a particular discrete event(s), which may

or may not occur. Contingent liabilities are (igxplicit - arise from a legal or contractual
arrangement (Loan & other payment guarantees, credit guarantees, Contingent credit
availability guarantees, exchange rate guarantees, etc) amapi¢it - do not arise from a

legal or contractual source, but recognized after aondition or event is realized.

If the Indian company has extended a guarantee to a loan taken-bgsident entity (may be its
subsidiary abroad), such guarantees are part of contingent foreign liabilities. In this case, under
columnl of ©BBuackn?7eedlLoards to be mentioned.

Country should relate to the country of location of the-resident creditor involved in the
transaction. To illustrate, as mentioned above, if the contingent foreign liability is in connection
with guarantees on loan#)e country of location of the nemsident creditor to whom such
guarantees are given, needs to be reported in column 2.

Seal/
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Annex -8

Form FC-TRS

Declaration regarding transfer of shares Lompulsorily and mandatorily convertible
preference shares (CMCPS) / debenturdsy way of sale from resident to non resident / non

resident to resident

(to be submitted to the designated AD branch in quadruplicate within 60 days from the

of receipt of funds)

viii.

The following documents are enclosed

For sale of sharesdompulsorily and mandatorily convertible preference shares / deber
by a person radent in India

Vi.

Vii.

Consent Letter duly signed by the seller and buyer or their duly appointed age
in the latter case the Power of Attorney Document.

The shareholding pattern of the investee company after the acquisition of shar
person resident cside India.

Certificate indicating fair value of shares from a Chartered Accountant.

Copy of Broker's note if sale is made on Stock Exchange.

Declaration from the buyer to the effect that he is eligible to acquire shg
compulsorily and mandatorily owvertible preference shares / debentures under
policy and the existing sectoral limits and Pricing Guidelines have been cor
with.

Declaration from the Fll/sub account to the effect that the individual FIl / Sub ag
ceiling as prescribed hastrbeen breached.

Additional documents in respect of sale of sharesmpulsorily and mandatoril
convertible preference shares / debenturgs person resident outside India

If the sellers are NRIs/OCBSs, the copies of RBI approvals, if applicablesreidy
the shares held by them on repatriation/ngpatriation basis.

No Objection/Tax Clearance Certificate from Income Tax Authority/ Chart
Account.

1 | Name of the company
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Address (including-@nail ,
telephone Number, Fax no)

Activity

NIC Code No.

2 | Whether FDI is allowed under
Automatic route
Sectoral Cap under FDI Policy

3 | Nature of transaction Transfer from resident to non resident /

(Strike out whichever is not Transfer from non resident tesident
applicable)

4 | Name of the buyer

Constitution / Nature of the
investing Entity
Specify whether
1. Individual
Company
Fll
FVCI
Foreign Trust
Private Equity Fund
Pension/ Provident Fund
Sovereign Wealth Fund
(SWP)
9. Partnership /
Proprietorship fim
10. Financial Institution
11. NRIs / P1Os
12. others

© NGk wWDN

Date and Place of Incorporatioi

P SWF means &overnment investment vehicle which is funded by foreign exchange assets, and which manages those assets
separately from the official reses of the monetary authorities.
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Address of the buydmcluding
e-malil, telephone number. Fax
no.)

5 | Name of the seller

Constitution / Nature of the
disinveding entity
Specify whether

1. Individual
Company
Fll
FVCI
Foreign Trust
Private Equity Fund
Pension/ Provident Fung
Sovereign Wealth Fund
(SWF)

9. Partnership/

Proprietorship firm

10. Financial Institution

11. NRIs/PIOs

12. others
Date and Place of Incorporaii
Address of the selldncluding
e-mail, telephone Number Fax
no)

®NO TR ®N

6 | Particulars of earlier Reserve
Bank / FIPB approvals

7 | Detalls regarding shares £ompulsorily and mandatorily convertible preference shares
(CMCPS) / debenturesto be transferred

Date of the transaction Number of | Face Negotiated | Amount of
shares value in | Price for the | consideration
CMCPS/ Rs. transfer**in | in Rs.
debentures Rs.

© SWF means &overnment investment vehicle which is funded by foreign exchange assets, and which manages those assets
separately from the official reses of the monetary authorities.
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8 | Foreign Investments in the No. of shares Percentage
company Beforethe
transfer
After the
transfer

9 | Where the shares / CMCPS /
debentures arelisted on Stock
Exchange

Name of the Stock exchange
Price Quoted on the Stock
exchange

Where the shares CMCPS /
debenturesare Unlisted

Price as per Valuation
guidelineg

Price as per Chartered
Accountants

* [ ** Valuation report (CA
Certificate to be attached)

Declaration by the transferor / transferee
| / We hereby declare that :

i.  The particulars given above are true and correct tcb#st of my/our knowledge ar
belief.

i. 1/ We, was/were holding the shares compulsorily and mandatorily convertible pref
shares / debentures as per FDI Policy under FERA/ FEMA Regulations on repatriat
repatriation basis.

iii. 1/ We, am/are eligile to acquire the shares compulsorily and mandatorily conve
preference shares / debentures of the company in terms of the FDI Policy. It ig
transfer relating to shares compulsorily and mandatorily convertible preference s
debentures of aompany engaged in financial services sector or a sector where ¢
permission is not available.

iv.  The Sectoral limit under the FDI Policy and the pricing guidelines have been adhere
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Signature of the Declarant or
his duly authorised agent

Date:

Note:
In respect of the transfer of sharesompulsorily and mandatorily convertible preference shat
compulsorily and mandatorily convertible debenturtem resident to non resident ti
declaration has to be signed by the non resident buyer, arespect of the transfer of share
compulsorily and mandatorily convertible preference shares / compulsorily and mand
convertible debenturesom nonresident to resident the declaration has to be signed by the
resident seller.

Certificate by the AD Branch
It is certified that the application is complete in all respects.

The receipt /payment for the transaction are in accordance with FEMA Regulations / Resel
Bank guidelines.

Signature

Name and Designation of the Offic

Date: Name of theAD Branch

AD Branch Codsg
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Form DR

[Refer to paragraph 4(2) of Schedule 1]

Return to be filed by an Indian Company who has arranged issue of GDR/ADR

Annex-9

Instructions : The Form should be completed and submitted to the Reserve Bank of Irrdigr
Investment Division, Central Office, Mumbai.

10.

11.

12.

Name of the Company
Address of Registered Office
Address for Correspondence

Existing Business (please give the NIC Cod:
the activity in which the company
predominantly engaged)

Details of the purpose for which GDRs/AD
have been raised. If funds are deployed
overseas investment, details thereof

Name and address of the Depository abroad

Name and address of the Lead Mans
Investment/Merchant Banker

Name a&ad address of the StManagers to th
issue

Name and address of the Indian Custodians

Details of FIPB approval (please quote
relevant NIC Code if the GDRs/ADRs are be
issued under the Automatic Route)

Whether any overall sectoral gafor foreign
investment is applicable. If yes, please ¢
details

Details of the Equity Capital
(@) Authorised Capital
(b) Issued and Paidp Capital
()  Held by persons Resident in India

(i) Held by foreign investors other the
FlIs/NRIs/PIOs/ OCBs (a list «

Before Issue

After Issue



foreign investors holding more th
10 percent of the paidp capital an
number of shares held by each
them should be furnished)

(i) Held by NRIs/PIOs/OCBs
(iv) Held by Flls
Total Equity held by nofresidents

(c) Percentage of equity held by noesident
to total paidup capital

13. Whether issue was on private placement bas
yes, please give details of the investors
GDRs/ADRs issued to each of them

14. Number ofGDRs/ADRs issued
15. Ratio of GDRs/ADRs to underlying shares

16. Issue Related Expenses

(a) Fee paid/payable to Merchant Bankers/L
Manager

(i)  Amount (in US$)

(i)  Amount as percentage to the tc
issue

(b) Other expenses

17. Whethe funds are kept abroad. If yes, name
address of the bank

18. Details of the listing arrangement
Name of Stock Exchange
Date of commencement of trading

19. The date on which GDRs/ADRs issue \
launched

20. Amount raised (in US $)
21. Amount repatriated (in US $)

Certified that all the conditions laid down by Government of India and Reserve Bank of Ind
been complied with.

Sdt Sdt
Chartered Accountant Authorised Signatory of the Company
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Annex - 10

Form DR - Quarterly
[Refer to paragraph 4(3) of Schedule 1]
Quarterly Return

(to be submitted to the Reserve Bank of India, Foreign Investment Division, Central
Mumbai)

Name of the Company

Address

GDR/ADR issue launched on

Total No. of GDR/ADRSs issued

Total amount raised

Total interest earned till end of quarter
Issue expenses and commission etc.

Amount repatriated

© © N o 00 bk~ w0 DdPRE

Balance kept abroadDetails

0] Banks Deposits

(i)  Treasury Bills

(i)  Others (please spify)

10. No. of GDRs/ADRs still outstanding

11. Company's share price at the end of
quarter

12. GDRs/ADRs price quoted on overseas st
exchange as at the end of the quarter

Certified that the funds raised through GDRs/ADRs have not Ineested in stock market or r
estate.

Sdt Sdt
Chartered Accountant Authorised Signatory of the Company
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