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Reasons for Preferred destination -
India

Largest Democracy. , 2% largest Populous Country: & 74
largest continent Infthe world

Gevermment iberalisation’ & de-regulation pelicies, Maurtius
llax: IHeaven Route

Englisir Communicalsle

\/ast growthr petential and untapped market

Intelligent hard Werkingr hunan; reseUrces
One ofi highly developing economies, BRICs

Inflow: off $' 8.34 b in Feburary,2008 enly




Channels of Entry in India

Non — EDI Channel

EDI" (Fereign: Direct Investment) Channel




Non — FDI Channel

Liaisen Office’ (LLO)

Bramnch Ofifice. (BO)

Preject Officer (PO)




Liaison Office (LO) :
PUKPOSES

can not der any: BUSINESS Or earning activity, directly: o
Inairectly,

Only.a kind ofi representative office

Can undertake supportive, premotional, research,
facilitative: activities) te) parent company.

ACt as a communication hetWween parent company and
rest of the werld

Can net charge any. Senvice charges, from parent
company

Livelilnoed on capitall receipts firemi parent company. enly
received through preper vanking channels in: India




Incerporation / Eermation
Eermalities
LO contnd.

Reserve Bank ofi India (RBI) formalities

Registrar off Companies) (ROC) fiermalities




RBI Formalities
LO contnd.

Eormi ENC -1
MeA: & AcA alengwithr Englisih Tiranscript

Latest Audited Einancrall Statements

Histery, Registeredl Office adadress,
DIliectors) & Secretany details

Details o proposead Activities
Reasons to why: to set up In India




RBI Formalities
LO contnd.

Propesed eligioity that: entities With profii
making track recerd off preceeding three years &
Net worth of $ 50000

All"applicatiens thrulclassi— I ADs (Authorised
Dealers)

Permision Is granted: fior three years renewakhie
thereafter

Permission; Is: granted in three te fieur Weeks
except fior Entities of six countries named lran,
Afghanistan;, China, Sr Lanka, Bangladesh &
Pakistan which may’ take even upto an year




RoC Formalities
LO contnd.

Within: 80 days of having started bUSINESS I.€., appoint
first employee or epening hank acceunt or taking office
On lease or enterng any: other agreement, etc

Eorm 44 withr ROC, New: Delhi

MeA, AcA or Charter alengwith Englishi Transcript
Wherever applicable certified by’ a)rNoetary of that
country o ) Censular off Indian Embassy. i that countiy
or c) APOSTILLE

Approvall Letter of REI
lLatest auditedr financiall statements,

IHistoeny, Registered! Officeraddress details;, details of
Directors and Sectreatory off parent company.




RoC Formalities
LO contnd.

“*A detalled statement 0n| preposed activities i lndia

“**A similar set: of decUmEnts’ ter e filed Wit
jurisdictional ROC ofi the registered! office off LOI R
India

* [0 appoint ene person as Authersed Officer for LO

**INo DIN Is reguired

*» 10 Ohtain' BDSC (Pigitalf Signatures: Certificate) of
that Officer




Other Operational Formalities
LOl contnd.

INCOME TFAX:

Obtain PAN

Comply DS, (Withhelding Fax)

o file Income Trax Retuim (recommendatory)
[0 file Fringe Benefits Tlax (FBIN) Return

Iransier Pricing Rules as per Sections 92 te 92k
off Inceme: Tlax Act are not applicable




Other Operational Formalities
LOl contnd.

ROEC:

10 file Eern 52 alongwith; atdited financial
statements alongwithrfiee: of Rs. 10,000/= Withain
RAINE MeNRLAS 6ff end of accounting year

NOT reguirediterheld any: AGV or EGIV

o comply: ROC provisions; per Sections 591 1o
602 off Companies’ Act and rules thereunder

1o file Eerm; 49 and/er Form 52 of Conmpanies
ACt Tor amendments in particulars of LO or
parent company




Other Operational Formalities
LOl contnd.

RBI:
o filereveny year its annual repeoit
o filerevery year a CA certified Activity

Certificate that eperatiens ave veen
URdertaken as per approved eiJects

o filer EIRCs (Eoreign Inward Remittance
Certificates) for receipts from: parent
company




Other Operational Formalities
LOl contnd.

OTHER LAWS:

1o obtam 1EC (Impoert-Export Code) Numer for

Impert off any. Brechure, ete firem) parent
company

1o take DS Number fier any: payment nmade

under VAT Act - WCTF (Works Contrract: Iiax)
Wherever applicanie

To take Service Tax Number Wherever Services
Recelver has to depoesit Service Tax. For e.g.
Insurance business or transport business




Other Operational Formalities
LOl contnd.

o comply’ Labour Laws; PE, ESI, EEMA, IRDA,
etc. Wherever applicanie: meaning thereby: that
all-laws ofi the: land are te e conmplied With

Can have: lease deed fiolr a peroed not more: than
five years at any: point off time

Can not hoerrow: or obtain finance In India

Can not acquire or dispese off immoevable assets
witheut RBI Appreval
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Branch Office (BO) :
PUKPOSES

It can do all activities, of LO

cam de any: PUSINESS| OF earning| actvity, directly: o
Inairectly, as approved By RBI

It can net dor manufactuing activities except for SEZ
ZONe or thrl sulb-contracting to ani Indian; entity.

Eor establishment in'SEZ Zene, pror appreval from RBI
IS net required

Can clhiarge Service charges fromi parent company/

Initial liveliheoad: on capital recelpts firom: parent conmpany/
only received threugh preper banking channels in India
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RBI Formalities
BO! contnd.

Similar as those: are In case: of Liaison; Office
eExcept:

Eligible only these parent entities; having profit
track  record ofi preceeding five yearsi ana
minimum: networth off $' 10,000 as; per latest
audited financials

Permission Is' granted witheut any: time limit
pPeriod




RoC Formalities
BO contnd.

Similar as; those are In case: of LO




Other Statutory Formalities
BO! contnd.

Similar te as; these are In case of LO
except:

Inceme Tiax Return IS mandatonry to file

ranster Pricing Implicatiens as; per:
Inceme llax Act are applicanle

Cani availl benefits under DTAA ([Double
Taxation Avoldance Agreements)




Project Office (PO) :
PUKPOSES

ItS purpeses; are altegetner different firemi Lol & BO as:

It ISi a temporany / site office created asia SRV (Special
PUrpese Venicle).

o execute specialised Contract (generally: turnkey
Projects) between: a fereignr entity and an Indian
Company.

That Indian; Entity: shouldfbe one WhIch has, heen
financed by an Indian Einanciall Instituition: or by a Bank
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Project Office (PO) :
PUIPOSES Contna.

O Iihat Project IS apprevead: by appropriate
agency. likerconcemed Ministay/ i india

O) the Project Is fiunded vy Internatienal
Elnance Agency

Inival ivelihneed enf capital recelpts firom
parent cempany. only: received throtgh
preper hanking channels in India




RBI Formalities
PO contnd.

These are not similar as in cases of LO or BO as:

NG prior permission: of REI IS sought

RBI 16 be intimated alongwithr centract copy,
contract detaills, Bank Details, Address details
Immediately, afterr opening the office

E@K SiX countries (stated abeve), pror
PEMMISSIoN IS mandatery




RoC Formalities
PO contnd.

TThese are similar as Ini case of LO or BO




Other Statutory Formalities
PO contnd.

Similar as i case of L0 or BO




FDI Channel
Defintions:

EDI  meansiinvestment made By an Invester to

acguire a lasting Interest In enterprise eutside Iits
econemy.

ARl investment made withyan elbjective ter acquire
contrel

Noermally: anove 10%:; of networti ofi Invested

entity otherwise. It may. be termed as portiolie
Ivestment

FDI can be in the modes of Equity or re-
Investment of Profits or intra company. leans




Modes & Methods
EDJ Channel contnd.

= Joeint Venture Agreements with' an: existing
Indian Company: wWith: or Witheut financial
anadl/ or technical collaherations

Investment inran Whelly: ©wned Sulesidiary
(WOS) 1In lndia
Eereign Capital Markets threugh Pulic

Issues Ini the form off ADRs, GDRs, AlM
listing, NASDAQ! listing,, etc.




Modes & Methods
EDJ Channel contnd.

B [Areugh Private: or Preferential

Placements

= PUrchase ofi Shares of an Indian
Company. by a fereign Investor: fiiem
Anether foreign Investerr and execution
takes place outside lnadia as in; case: of
Vodafene — Hutch deal




JV & WOS Modes
ED] Channel contnd.

- Joint VenturerAgreements; dratting of
Agreement Is torbe taken care of Utmost
Mportance

Sinee V. Isiwitihr an existingl Indian Company, all
laws, applicable terdemestic company: shall e
applicanie

WOS s alsera domestic lndian Cempany. created
thru ROC asi ether pulblic or prvate companies
are created i India and all Indian Laws' are
applicable upoen I




JV & WOS Modes
ED] Channel contnd.

PURNIC\WOS Companies are: created i
parent cempany.is a Puklic Company. but
Section 4(7) of Companies Act allows e
ave prvate Companiessalso 1 lindia by,
parent puklic companies




EDI Policy
ED] Channel contnd.

= it 1S geverned primarily: thrur EIPB! (Fereign
Investment Promoetion’ Board), Department: of
Ecenemic Affiairs, Ministry of Finance;
Geveimment of India.

= Inflow of Foreign: Investment iR Indiais thru twe
Moedes! / routes :
(2) Autematic Reute
(0) EIPB Route




Autematic Route
EDI Policy: contnd.

s AllFEereignr Investments inl India fallfunder £00%
Automatic Reute except:

s Activities/ Sectors requiring 1L (Industral
Licences) i.e. SSli category, sittated in and
areund large cities or speciiically’ stateadl by,
Industral Policy.

* Proposals fier acquisition ofi shares inl an existing
financiali services company: Whnere SEBI
(Acquisition: & Trakeover Regulations) are
applicable




Autematic Route
EDI Policy: contind.

« Sectors where EDIIs specifically’ prohibited likerAtemic
Eneray, Chit Fund,Nidhi, Lottery business, Gambling &
Betting,, Plantation; & Agricuture (except
flericulttre, horticulture, tea plantations) , etc.

2 Companies existing in India Under a JV. or tie up In the
similar field

* Indian JV: Company. can net invest more than 200% of
its Netwaorthras per latest audited financials or It sheuld
not be in RBI caution list or under Investigation of
Enforcement Directorate, SEBI or IRDA




Compliance Formalities
EDI Policy: contnd.

Under Autematic Route, Intimation! to e given
10, RBI 01| receipt off share Application Vieney,
EIRCs are filed with RBIl

Etrther en alletment ef shares, allfdetails in
Eermi EC — GPRalengwith; share certificates
copies;, CA Certificate (fer compliance of EDIf &
EEMA rules), CS Certificate (for compliance of
Co. Laws, SEBI rules) should be filed to REBI




FIPB Route
EDI Policy: contnd.

# Under EIPE route, EDIF cani be' upto limits
SPECIiiedl Pertalning the: Sector: /- activity, of
the company Wit appreval frem: EIRB:

= Anl upte date EDIFPolicy: containing Sector;
Wwise details of applicanility, off EIRPB or
autematic reute and conditions; attached
thereto of each sector are attached
Rerewitn.




Sector wise
EDI Policy: contnd.

= Presss Notes No. 2 & 3 off 2007 which
gevern Tielecem: Sector lImit caprup: to
74946 are attached hereunder




Compliance Formalities
EDI Policy: contind.

Under EIPB Route, Applicatien terEIPBI IS filed in Eormi EC
— |IC alengwith all relevant: details of parent company,
Indian company, Project details, etc.

NG prier approval off RBIF IS sought

Euither on recelpt ofi application moeney, coples: ofi EIRCS
10, e filed withinr S0 days te RBI with EIPE appreval
letter

On alletment eff shares;, all' details i Eerm EC — GPR
alengwitirshare: certificates copies;, CA Certificate: (for
compliance of EDI & FEMA rules), CS' Certificate (for
compliance of Co. Laws, SEBI rules) should be filed to
RBI




Repatriation off Funds

-~ Repatriation: meansi taking lvack the legitimate
funds inftne hands of therentities after paying all
statutery, dues inrlindia

< Not generated thrul revaluation: ofi Assets

-~ Repatriation: can e miaiterm as wWell as at the
e e exit finally firem India

< Simpler withouit hurkadles

< OPIC, Overseas Private' Investment Corporaton,
a US backed Insurer of Foreign Commercial
Dealings




Repatriation Fermalities
contnal

- An entity: has te file thrur ADr (Authoerised
Dealer) to RBI

> an applicatientin Eemm A2
> [Latest audited financrals

= NOC firom Income! Tax: & other statutony
applicable authorities




Repatriation Fermalities
contnal

= CA Certificate: & Company: Undertaking stating:
~ That all ascertained lianilities have: either been: paid or

adeguately provided fior including those: off empleyees
(Includingrgratuity)

< That a statement refiecting manner and computations of

repatriakle fiings

o Company Undertaking to State further:
o [hat nerreceipts fromreutside lindia arerpending

Unrepatnalle

= hat ne legal proceedings against the' company. are
pending I India




Statutery, Fermalities; of Expatriates

T

Allrexpatihates en coming here in India and
naving Werking Visa off more: than 180 days;
iIntimate ter RPEO! (Regional Passport Eacilitation
Office) Within: 15 days' albeut thelr stay inlndia

= Inceme: liax Is payable by all'expats for all

INcOmMEs / receipts by them: outside as Welli as
inside lindia’ pertaining| their activities; i lnadia

= Companies are alsoiliable to deduct DS, on all

MONEYS received to expats outside: lndia
Pertaining their activities 1 India.




Tfnanks You
all

Ashish Gupta

FCA,AICWA,ACS

ashishsargl @' yahoe.co.uk

98111 23007




