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NG SR
FOREWORD

Foreign Direct Investment (FDI) playsanimportant rolein thelong-term economic devel opment
of acountry not only as asource of capital but also for enhancing competitiveness of the domestic
economy through transfer of technol ogy, strengthening infrastructure, raising productivity and generating
new employment opportunities. FDI also hasanimportant rolein enhancing exports. Wein Indiasee
FDI asadevelopmental tool.

The policy of the Government of Indiaisto strive to maximize the devel opmental impact and
spin-offsof FDI. Whilethe Government encourages, and indeed, welcomes FDI in all the sectors
where it is permitted, we are especially looking for large FDI inflows in the development of
infrastructure, technological upgradation of Indian industry through ‘ greenfield’ investmentsin
manufacturing, and in projects having the potential for creating employment opportunitieson alarge
scale. Wea soinviteinvestmentsin setting up Special Economic Zones and establishing manufacturing
unitstherein.

Indiahas consistently been classified asamong the most attractiveinvestment destinations by
aslew of reputed international rating organizations. With its highly-skilled and cost-effective
manpower, it offers immense opportunities not only for Business Process Outsourcing, but
increasingly for the higher end of the value chain in Knowledge Process Outsourcing and Engineering
Process Outsourcing.

In order to further improve theinvestment climate, amajor rationalization of the FDI policy and
associated procedureswas recently undertaken by my Ministry. This Compendium istheresult of that
exercise, and | am very happy to present it to theinvesting community.

-;f’” | A
- "
KAMAL NATH

Minister of Commerce & Industry

New Delhi
April 17, 2006






COMPENDIUM ON FOREIGN DIRECT INVESTMENT POLICY
AN OVERVIEW

The Government of Indiahasrecently undertaken acomprehensivereview of the FDI policy and
associated procedures. Asaresult, anumber of rationalisation measures have been undertaken which,
inter diainclude, dispensing with theneed of multipleapprova sfrom Government and/or regul atory agencies
that exist in certain sectors, extending the automatic route to more sectors, and allowing FDI in new
sectors. Thelatest changesinthe FDI policy were notified vide PressNote 4 (2006 Series).

* * *

Asper theextant policy, FDI up to 100% isallowed, under the automatic route, in most sectors/
activities. FDI under the automatic route does not require prior approval either by the Government of
Indiaor the Reserve Bank of India(RBI). Investorsare only required to notify the concerned Regional
office of RBI within 30 days of receipt of inward remittances and fil e required documentswith that
officewithin 30 daysof issue of sharestoforeigninvestors.

Under the Government approval route, gpplicationsfor FDI proposals, other than by Non-Resident
Indians, and proposalsfor FDI in‘ Single Brand' product retailing, are received in the Department of
EconomicAffairs, North Block, New Delhi. Proposalsfor FDI in* SingleBrand’ product retailing and by
NRIsarereceived inthe Department of Industrial Policy & Promotion, Udyog Bhavan, and New Delhi.
Applications can be submitted either in the prescribed proformaFC-1L form, or on plain paper witha
check list available on thewebstewww.dipp.gov.in.

Forelgninvestmentsin equity capital of an Indian company under the Portfolio Investment Scheme
arenot within the ambit of FDI policy and are governed by separate regulations of RBI /Securities &
ExchangeBoard of India(SEBI).

Foreigninvestorsintending to set up Branch /Liaison/Project Officeswould also be governed
by specific Regulations under Foreign Exchange Management Act (FEMA) which, inter alia,
prescribe permissible activities and approvalsrequired for such offices. These are available at the
RBI website www.r bi.org.in

* * *

ThisCompendium ontheextant Foreign Direct Investment Policy hasbeen organizedinthreesections
dealing with FDI policy, related PressNotesand FDI statistics.

Section A givesan overview of extant FDI policy. Inthe sectorslisted in the statement, FDI is
alowed only intheindicated activities subject to theequity limitsand/or other conditions, asindicated. FDI
inall sectorg/activitiesissubject to sectoral guidelinesand requirements. FDI isnot permitted in Retail
trade (except Single Brand product retailing); Lottery; Gambling and Atomic Energy. Intheremaining
sectorg/activities, FDI up to 100% would be allowed on the automatic route.

Section B containsrelevant PressNoteson FDI policy and proceduresin achronological order. All
PressNotes, issued since 1991, areavailable at the website www.dipp.gov.in.

Section C dealswith FDI inflow dtatisticssince 1991, including the country-wise and sector wise
details. It also givesFDI inflow statistics, as per international practices, since 2000-01. FDI statisticsis
asoavailableat thewebsitewww.dipp.gov.in
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SECTION A

FDI POLICY







POLICY ON FOREIGN DIRECT INVESTMENT (FDI)
Sector sprohibited for FDI
I Retail trading (except Single Brand Product retailing)
ii.  Atomicenergy
iii.  Lottery business
iv.  GamblingandBetting

All Activities/ Sector swould requireprior Gover nment approval for FDI in thefollowing
circumstances:

I whereprovisionsof PressNote 1(2005 Series) are attracted;

ii.  wheremorethan 24% foreign equity isproposed to beinducted for manufacture of items
reserved for the Small Scale sector.

In Sector JActivitiesnot listed below, FDI ispermitted up to 100% on theautomaticroute
subject to sectoral rules/ regulationsapplicable.

V. Sector-specific policy for FDI : Inthefollowing sector activities, FDI uptothelimit indicated
below isallowed subject to other conditionsasindicated:
S.No.| Sector/Activity |FDI Cap/ |Entry Other conditions Relevant Press
Equity Route Note issued by
Deptt. of IPP
www.dipp.gov.in
1 Airports
a. Greenfield projects | 100% Automatic | Subject to sectoral PN 4 /2006
regulations notified by
Ministry of Civil Aviation
www.civilaviation.nic. in
b. Exigingprojects | 100% FIPB Subject to sectora PN 4/ 2006
beyond regulations notified by
74% Ministry of Civil Aviation
www.civilaviation.nic. in
2. Air Transport 49%- FDI; | Automatic | Subject to no direct or PN 4/ 2006
Services 100%- for indirect participation by
NRI foreign airlines. Government
investment of India Gazette Notification
dated 2.11.2004 issued by
Ministry of Civil Aviation
www.civilaviation.nic. in




S.No. | Sector/Activity | FDI Cap/ |Entry Other conditions Relevant Press
Equity Route Note issued by
Deptt. of IPP
www.dipp.govin
3. Alcohol- 100% Automatic | Subject to license by PN 4/ 2006
Distillation & appropriate authority
Brewing
4. Asset 49% FIPB Whereany individual
Reconstruction | (only investment exceeds 10% of
Companies FDI) the equity, provisions of
Section 3(3)(f) of
Securitization and
Reconstruction of Financial
Assets and Enforcement of
Security Interest Act, 2002
should be complied with.
www.finmin.nic.in
5. Atomic Minerals| 74% FIPB Subject to guidelinesissued
by Department of Atomic
Energy vide Resolution
No. 8/1(1)/97-PSU/1422
dated 6.10.98.
6. Banking - 74% Automatic | Subject to guidelinesfor PN 2 /2004
Private sector (FDI+FIT) setting up branches /
subsidiaries of foreign banks
issued by RBI.
WwWw.rbi.org.in
7. Broadcasting
FM Radio FDI +FlI FIPB Subject to Guidelines PN 6/ 2005
investment notified by Ministry of
up to 20% Information & Broadcasting
www.mib.nic.in
b. Cable network 49% FIPB Subject to Cable Television
(FDI+FIT) Network Rules (1994)
Notified by Ministry of
Information & Broadcasting
www.mib.nic.in
C. Direct-To-Home | 49% FIPB Subject to guidelinesissued
(FDI+FII). by Ministry of Information
Withinthis & Broadcasting
limit, FDI www.mib.nic.in
component
not to
exceed

20%




S.No. | Sector/Activity | FDI Cap/ |Entry Other conditions Relevant Press
Equity Route Note issued by
Deptt. of IPP
www.dipp.gov.in
d. Settingup 49% FIPB Subject to Up-linking PN 1/ 2006
hardware facilities| (FDI+FII) Policy natified by Ministry
such asup-linking, of Information &
HUB, etc Broadcasting
www.mib.nic.in
e. Up-linking a News| 26% FIPB Subject to guidelinesissued | PN 1/ 2006
& Current Affairs | FDI+FII by Ministry of Information
TV Channdl & Broadcasting
www.mib.nic.in
f. Up-linkingaNon- | 100% FIPB Subject to guidelinesissued | PN 1/ 2006
news & Current by Ministry of Information
Affairs TV & Broadcasting
Channel www.mib.nic.in
8. Cigars & 100% FIPB Subject toindustrial license | PN 4/ 2006
Cigarettes- under the Industries
Manufacture (Development & Regulation)
Act, 1951
0. Coal & Lignite | 100% Automatic | Subject to provisions of PN 4/ 2006
mining for captive| Coal Mines
consumption by (Nationaization) Act, 1973
power projects, www.coal.nic.in
andiron & sted,
cement production
and other digible
activitiespermitted
under the Coal
Mines
(Nationalisation)
Act, 1973.
10. Coffee & Rubber| 100% Automatic PN 4/ 2006
processing &
war ehousing
1. Construction 100% Automatic | Subject to conditions PN 2/ 2005 &
Development notified vide Press Note 2 PN 2/ 2006

projects, including
housing,
commercia
premises, resorts,
educational
ingtitutions,
recreational
facilities, city

and regional

level infrastructure,

townships.

(2005 Series) including:

a. minimum capitalization
of US$ 10 millionfor
wholly owned subsidiaries
and US$ 5 million for
joint venture. The funds
would have to be brought
within six months of
commencement of
business of the Company.




S.No.

Sector/Activity

FDI Cap /
Equity

Entry
Route

Other conditions

Relevant Press
Note issued by
Deptt. of IPP

www.dipp.gov.in

b. Minimum areato be
developed under each
project- 10 hectaresin
case of development of
serviced housing plots;
and built-up area of
50,000 sg. mts. in case
of construction
development project;
and any of the above in
case of a combination
project.

[Note: For investment by

NRIs, the conditions

mentioned in Press

Note 2 / 2005 are not

applicable]

12.

Courier services
for carrying
packages, parcels
and other items
which do not come
within the ambit of
the Indian Post
Office Act, 1898.

100%

FIPB

Subject to existing laws and
exclusion of activity relating
to distribution of letters,
whichisexclusively
reserved for the State.
www.indiapost.gov.in

PN 4 /2001

13.

Defence
production

26%

FIPB

Subject to licensing under
Industries (Development &
Regulation) Act, 1951 and
guiddlineson FDI in
production of arms &
ammunition.

PN 4/ 2001 &
PN 2/2002

14.

Floriculture,
Horticulture,
Development of
Seeds, Animal
Husbandry,
Pisciculture,
aqua-culture,
cultivation of
vegetables,
mushrooms,
under controlled
conditions and
services related to
agro and allied
sectors.

100%

Automatic

PN 4/ 2006




S.No.| Sector/Activity | FDI Cap/ |Entry Other conditions Relevant Press
Equity Route Note issued by
Deptt. of IPP
www.dipp.gov.in
15. Hazardous 100% Automatic | Subject to PN 4 /2006
chemicals, viz,, industrial license under
hydrocyanic acid the Industries (Devel opment
and its derivatives; & Regulation) Act, 1951
phosgene and its and other sectoral
derivatives, and regulations.
isocyanates and
diisocyantes of
hydrocarbon.
16. Industrial 100% Automatic | Subject to PN 4 /2006
explosives- industrial license under
Manufacture Industries (Development &
Regulation) Act, 1951 and
regulationsunder Explosives
Act, 1898
17. Insurance 26% Automatic | Subject to licensing by the PN 10/ 2000
Insurance Regulatory &
Development Authority
www.irda.nic.in
18. Investing 49% FIPB Foreign investment in an PN 2/2000 &
companies in investing company will not PN 5/ 2005
infrastructure / be counted towards sectora
services sector cap in infrastructure/services
(except telecom sector provided the
sector) investment is up to 49%
and the management of the
company isin Indian hands
19. Mining covering | 100% Automatic | Subject to Mines & PN 2 /2000,
exploration and Mineras (Development & PN 3/ 2005, &
mining of diamonds Regulation) Act, 1957 PN 4/ 2006

& precious stones,
gold, silver and
minerals.

WWW.mines.nic.in

Press Note 18 (1998) and
Press Note 1 (2005) are
not applicable for setting up
100% owned subsidiaries
in so far asthe mining
sector is concerned, subject
to a declaration from the
applicant that he has no
existing joint venture for the
same area and/or the
particular mineral.




S.No.

Sector/Activity

FDI Cap /
Equity

Entry
Route

Other conditions

Relevant Press
Note issued by
Deptt. of IPP

www.dipp.gov.in

20. Non Banking Finance Companies- approved activities

i) M er chant 100% Automatic | Subject to: PN 2/ 2000,
banking a. minimum capitalization PN 6/ 2000, &

ii) Underwriting norms for fund based PN 2 /2001

iii) Portfolio NBFCs- US$ 0.5 million
M anagement to be brought upfront for
Services FDI up to 51%; US$5

iv) I nvestment millionto be brought
Advisory upfront for FDI above
Services 51% and up to 75%; and

V) Financial US$50 million out of
Consultancy which US$7.5millionto

vi) Stock Broking be brought upfront and the|

vii) Asset balance in 24 months for
M anagement FDI beyond 75% and up

viii) | Venture Capital to 100%.

iX) Custodial b. minimum capitalization
Services norms for non-fund based

X) Factoring NBFC activities-

Xi) Credit US$0.5million.
Reference c. foreign investors can set
Agencies up 100% operating

Xii) Credit Rating subsidiarieswithout the
Agencies conditiontodisinvest a

xiii) | Leasing & minimum of 25% of its
Finance equity to Indian entities

xiv) [ Housing subject to bringingin
Finance US$50 millionwithout

XV) Forex Broking any restriction on

xvi) [ Credit card number of operating
business subsidiarieswithout

xvii) [ Money bringing additional
changing capital.
business d. joint venture operating

xviii) | Micro credit NBFC's that have 75%

xixX) [ Rural credit. or less than 75% foreign

investment will also be
allowed to set up
subsidiariesfor
undertaking other NBFC
activities subject to the
subsidiariesalso
complying with the
applicableminimum
capital inflow.

e. compliance with the
guidelines of the RBI.




S.No. | Sector/Activity | FDI Cap/ [Entry Other conditions Relevant Press
Equity Route Note issued by
Deptt. of IPP
www.dipp.gov.in
21. Petroleum & Natural Gas sector
a. Other than 100% Automatic | Subject to sectoral PN 1/2004 &
Refiningand regulationsissued by PN 4/ 2006
including market Ministry of Petroleum &
study and Natural Gas; and in the
formulation; case of actua trading and
investment/ marketing of petroleum
financing; setting products, divestment of
up infrastructure 26% equity in favour of
for marketingin Indian partner/public
Petroleum & within 5 years.
Natural Gas WWW.petroleum.nic.in
sector.
b. Refining 26%in FIPB Subject to Sectora policy PN 2 /2000
case of (in case of |www.petroleum.nic.in
PSUs PSUs)
100%in
case of Automatic
Private (in case of
companies |private
companies)
22. Print Media-
a Publishing of 26% FIPB Subject to Guidelines
newspaper and notified by Ministry of
periodicals Information & Broadcasting.
dealingwith www.mib.nic.in
news and
current affairs
b. Publishing of 100% FIPB Subject to guidelinesissued | PN 1/2004
scientific by Ministry of Information
magazines/ & Broadcasting.
specialty www.mib.nic.in
journals/
periodicals
23. Power including | 100% Automatic | Subject provisions of the PN 2/ 1998,
generation Electricity Act, 2003 PN 7 /2000, &
(except Atomic WWW.powermin.nic.in PN 4/ 2006
energy);
transmission,
distributionand
Power Trading.
24, Tea Sector, 100% FIPB Subject to divestment of PN 6/ 2002
including tea 26% equity in favour of
plantation Indian partner/Indian

public within 5 yearsand
prior approval of State
Government for change in
land use.




S.No. | Sector/Activity | FDI Cap/ |Entry Other conditions Relevant Press
Equity Route Note issued by
Deptt. of IPP
www.dipp.gov.in
25. Telecommunications
a. Basic and 74% Automatic | Subject to guidelines PN 5/ 2005
celular, Unified (Including |upto notified in the PN 5 (2005
Access Services, | FDI, FlI, 49%. Series).
National/ NRI,
| nternationd FCCBs, FIPB
Long Distance, ADRs, beyond
V-Sat, Public GDRs, 49%.
MobileRadio convertible
Trunked preference
Services shares, and
(PMRTYS), proportio-
Globa Mobile nate
Personal foreign
Communications | equityin
Services Indian
(GMPCS) and promoters/
other value Investing
added telecom Company)
services
b. ISP with 74% Automatic | Subject to licensing and PN 4 /2001
gateways, radio- up to 49%. | security requirements
paging, end-to- notified by the Department
end bandwidth. FIPB of Telecommunications.
beyond www.dotindia.com
49%.
C. | SPwithout 100% Automatic | Subject to the condition PN 9 /2000
gateway, up to 49%. | that such companies shall
infrastructure divest 26% of their equity
provider FIPB infavour of Indian publicin
providing dark beyond 5 years, if these companies
fibre, electronic 49%. are listed in other parts of
mail and voice the world. Also subject to
mail licensing and security
requirements, where
required.
www.dotindia.com
d. Manufacture of 100% Automatic | Subject to sectoral PN 2 /2000
telecom reguirements.
equipments www.dotindia.com
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S.No.| Sector/Activity | FDI Cap/ | Entry Other conditions Relevant Press
Equity Route Note issued by
Deptt. of IPP
www.dipp.gov.in
26. Trading
a. Wholesale/cash 100% Automatic | Subject to guidelinesfor PN 4 /2006
& carry trading FDI in trading issued by
Department of Industrial
b. Trading for 100% Automatic | Policy & Promotion vide
exports Press Note 3 (2006 Series).
C. Trading of items | 100% FIPB
sourced from
small scale
sector
d. Test marketing 100% FIPB
of such items
for which a
company has
approval for
manufacture
e. SingleBrand 51% FIPB
product retailing
27. Satellites - 74% FIPB Subject to Sectoral
Establishment guidelinesissued by
and operation Department of Space/ISRO
WWW.iSr0.0rg
28. Special 100% Automatic | Subject to Special PN 9/ 2000,
Economic Zones Economic ZonesAct, 2005 [ PN 2/ 2006 &
and Free Trade and the Foreign Trade PN 4 /2006
Warehousing Policy.
Zones covering www.sezindia.nic.in
setting up of
these Zones
and setting up
unitsinthe
Zones

11
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PRESS NOTES ON FDI POLICY

S.No Press Note No. Subject Page No.
1 3 (1997 Series) Guidelinesfor considering FDI proposals by FIPB 17
2 2 (1998 Series) Foreign Equity for Electric Generation, transmission 23
3. 16 (1998 Series) Guiddines - Non-Banking Financial Companies (NBFCs) 24
4, 5 (1999 Series) Reduction in time frame for FIPB approvals 25
5 7 (1999 Series) Increase in foreign equity (without change in % age) 26
6 9 (1999 Series) Review of policy for downstream investment 27
7 12 (1999 Series) Capitalisation normsfor Non-Banking Financial Services 29
8 2 (2000 Series) Expansion of list of activities for automatic route 30
9. 6 (2000 Series) FDI in Non-Banking Financial Sector - norms 39
10. 7 (2000 Series) Sectoral policy and sectoral equity cap review 40
11. 9 (2000 Series) Sectoral policy and sectoral equity cap review (SEZ) 41
12. 10 (2000 Series) Sectoral policy and sectoral equity cap review (Insurance) 43
13. 2 (2001 Series) Liberalisation of norms for foreign investment (NBFC) 44
14. 4 (2001 Series) Sectoral Policy and sectoral equity cap review 45
(Biotechnology, airports, defence industry sector, township,
tourism sector, courier services, MRTS, telecom services,
banking sector)
15. 2 (2002 Series) Guiddinesfor licensing production of Arms & Amumunitions. a7
16. 5 (2002 Series) Prohibition on foreign investment in lottery business, gambling 49
and betting.
17. 6 (2002 Series) Revision of Sectoral guidelines (agriculture sector) 50
18. 3 (2003 Series) Capitalisation of import payables 51
19. 5 (2003 Series) Issue of shares agaisnt External Commercial Borrowings 52
20. 1 (2004 Series) Sectoral guidelines and equity cap review (printing of scientific 53
& technical magazines, petroleum products, oil exploration,
petrole um product pipelines, Natural Gas/ LNG Pipélines)
21. 2 (2004 Series) Sectoral guidelines and equity cap review (FDI limitin Indian %
Private Sector Banks, setting up subsidiary by foreign banks)
22. Press Note Simplification of Foreign Investment Procedures 56
23. 1 (2005 Series) Guidelinesfor approval of foreign/ technical collaborations 57
24, 2 (2005 Series) FDI intownship, housing, built-up infrastructure and 58
construction devel opment projects
25. 3 (2005 Series) Clarification regarding Guidelinesfor approval of foreign/ 60
technical collaborations
26. 4 (2005 Series) Conversion of NRI investment into repatriable 61
equity - clarification
27. 5 (2005 Series) Enhancement of FDI Ceiling in Telcom Sector 62
28. Press Release Foreign Direct Investment (FDI) in Asset Reconstruction 66
Companies
29. 6 (2005 Series) FDI in Terrestrial Broadcasting FM 67
30. Press Release Clarificationson approva procedureregarding casesnot 68
covered under automatic route of RBI.
31. 1 (2006 Series) FDI in UP-linking of TV Channels 69
32. 2 (2006 Series) Clarification regarding FDI in townships, housing, built-up 70
infrastructure and construction development projects
33. 3 (2006 Series) Guideinesfor FDI in Retail Trade of ‘ Single Brand' Products 71
34. 4 (2006 Series) Rationalisation of the FDI Policy 72
35. 5 (2006 Series) Enhancement of FDI Ceiling in Telecom Sector-amendment to 74

Press Note 5 (2005 Series)

15






Government of India
Ministry of Industry
(Department of Industria Policy & Promotion)
SIA (FCDivision)

* k%

Press Note No. 3 (1997 Series)

The Government have taken a series of stepsto further liberalise and streamline the procedures
and mechanism for approval of both domestie and foreign direct investment. In fulfilment of its
commitment to provide greater transparency in decision making, the Government have announced a
set of Guidelinesfor consideration of foreign direct invetment proposals by the Foreign Investment
Promotion Board.

A set of Guiddinesannouncedinthisregardisenclosed for genera information and for information
of investors.

(Ashok Kumar)
Joint Secretary to the Government of India

F.No. 10(32)/97-1P
Dated 17th January, 1997.
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Government of India
Ministry of Industry
Department of Industrial Policy & Promotion
SIA (FCDivision)

* k%

Guidelines for the consideration of Foreign Direct Investment (EDI)
proposals by the Foreign Investment Promotion Board (FIPB)

Thefollowing Guiddinesarelaid-down to enablethe Foreign I nvestment Promotion Board (FI PB)
to consider the proposalsfor Foreign Direct Investment (FDI) and formul ate itsrecommendations.

1.  All applicationsshould be put up beforethe FIPB by the SIA (Secretariat of Industrial Assistance)
within 15 daysand it shoul d.4 be ensured that comments of theadministrativeministriesare placed
beforethe Board either prior to/or in the meeting of the Board.

2. Proposas should be considered by the Board keeping in view the time-frame of 6 weeks for
communicating Government decision (i.e. approval of IM/CCFI or rejection asthe case may be).

3. Incasesinwhich either the proposal isnot cleared or further informationisrequiredin order to
obviate delays presentation by applicant inthe meeting of the FIPB should beresorted to.

4.  Whileconsidering cases and making recommendations, FIPB should keep in mind the sectoral
requirementsand the sectora policiesvis-a-visthe proposa(s).

5.  HPBwould consider each proposal intotality (ie. if it includes apart from foreign investment.
technical collaboration/industrial licence) for composite approval or, otherwise. However,
the FIPB's recommendation would relate only to the approval for foreign financial and
technical collaboration and the foreign investors will need to take other prescribed
clearances separately.

6.  TheBoard should examinethefollowingwhilecons dering proposdssubmitted toit for consderation.

()  whether theitemsof activity involveindustrial licence or not and if so the considerationsfor
grant of indugtria licence must begoneinto;

(i)  whether the proposal involvestechnical collaborationandif so (a) the source and nature of
technology sought to betransferred, (b) thetermsof payment (payment of royalty by 100%
subsidiariesisnot permitted);

(i)  whether the proposal involvesany mandatory requirement for exportsand if sowhether the
applicant isprepared to under take such obligation (thisisfor Small Industry Units, asalsofor
dividend balancing and for 100% EOUS/EPZ Units).

(iv)  whether the proposal involvesany export projection and if so theitems of export and the
projectcd destinations.

18



)

(Vi)

(vii)

(viii)

whether theproposa hasconcurrent commitment, under other schemessuch asEPCG scheme,
€tc.

inthecase of Export Oriented Units (EOUSs) whether the prescribed minimum valueaddition
normsand the minimum turn over of exportsare met or not.

whether the proposal involvesrelaxation of locationa restrictionsstipulated intheindustrial
licenang policy; and

whether the proposal hasany strategic or defencerelated considerations.

While considering proposalsthefollowing may be prioritised.

@

(b)
©
(d)
©
()

()

ltemsfdlingwhithinAnnexurelll of theNew Indugtria Policy (i.e. thosewhich do not qudify)’
for automatic approval).

Itemsfallingininfrastructure sector.

Itemswhich have an export potential.

Itemswhich havelarge scale empl oyment potential and especially for rura people.
Itemswhich haveadirect or backward linkage with agro business/farm sector

Itemswhich have greater socia rel evance such ashospitals, human resource devel opment,
lifesaving drugsand equipment.

Proposalswhich result ininduction of technology or infusion of capital.

Thefollowing should be especialy considered during the secrutiny and consideration of proposas.

@

()
(©

©

Theextent of foreign equity proposed to beheld (keepingin view sectoral capsif any - e.g.
24%for SSI units, 40% for air taxi/airlines operators, 49% in basic/cellular /paging etc. in
Telecom Sector.)

Extent of equity with composition of foreign/NRI (which may include OCB)/resident Indians.

Extent of equity from the point of view whether the proposed project would amount to a
hol ding company/wholly owned subsi diary/acompany with dominant foreigninvestment (i.e.
76% or more) joint venture.

Whether the proposed foreign equity isfor setting up anew project (joint venture or otherwise)
or whether it isfor enlargement of foreign/NRI equity or whether it isfor fresh induction of
foreign equity/NRI equity inan existing Indian company.

19



(& Inthecaseof freshinduction offoreign/NRI equity and/or in casesof enlargement of foreign/
NRI equity), in existing Indian companies whether thereisaresolution of the Board of
Directors supporting the said induction/enlargement of forelgn/NRI equity and whether there
isashareholders agreement or not.

()  Inthecaseof induction of fresh equity inthe existing I ndian companiesand/or enlargement
of foreign equity in existing I ndian companies, the reason why the proposal has been made
and the modality for induction/enhancement (i.e. whether by increase of paid up capital/
authorised capital, transfer of shares (hostile or otherwise) whether by rightsissue, or by
what modality].

(9 Issueltransfer/pricing of shareswill beasper SEBI/RBI guidelines.
(h)  Whether theactivity isanindustrial or aserviceactivity or acombination of both.

()  Whether theitem of activity involvesany restriction by way of reservationfor thesmall scale
Sector.

()  Whetherthereareany sectora redrictionsontheactivity (e.g. thereisban onforeigninvestment
inrea estatewhileitisnot sofor NRI/OCB investment).

(k)  Whether theiteminvolvesonly trading activity and if sowhether it involvesexport or both
export and import, or a so includesdomestic trading and if domestic trading whether it also
includesretail trading.

()  Whether theproposd involvesimport of itemswhich areether hazardous, banned or detrimental
to environment (e.g. import of plastic scrap or recycled plastics).

Inrespect of theindudtries/activitieslistedinAnnex |11 of theNew Industria Policy automatic approva

for magjority equity holding (50/51/74 per cent) isaccorded by the Reserve Bank of India. FIPB may
consider recommending higher levelsof foreign equity in respect of these activitieskeepinginview the
specia requirementsand merit of each case.

10.

11.

Inrespect of other industries/activitiesthe Board may consider recommending 51 per cent foreign
equity on examination of each individual proposal. For higher levelsof equity upto 74 per cent the
Board may consider such proposal skeeping in view considerations such asthe extent of capital
needed for the project, the nature and quality of technology, the requirements of marketing and
management skillsand the commitment for exports.

FIPB may consider and recommend proposalsfor 100 per cent foreign owned holding/subsidiary
companiesbased onthefollowing criteria

(@ whereonly "holding" operationisinvolved and al subsequent/downstream investmentsto be
carried out would require prior approval of the Government.

(b)  whereproprietary technology issought to be protected or sophi sticated technol ogy isproposed
tobebroughtin;
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12.

13.

14.

15.

16.

17.

18.

19.

(0 whereat least 50% of productionisto beexported,
(d) proposasfor consultancy; and
() proposasfor power, roads, portsand industrial model towng/industrial parksor estates.

In special cases, wheretheforeigninvestor isunableinitially toidentify an Indian joint venture
partner, the Board may consider and recommend proposal spermitting 100 per cent foreign equity
on atemporary basison the condition that theforeign investor would divest to the Indian parties
(either individual, joint venture partnersor general public or both) at |east 26 percent of itsequity
withinaperiod of 3- 5years.

Similarly inthe case of ajoint venture, where the Indian partner isunableto raise resourcesfor
expans on/technol ogical upgradation of theexistingindustrial activity the Board may consider and
recommend increasein the proportion/percentage (up to 100 per cent) of theforeign equity inthe
enterprise.

In respect of trading companies, 100 per cent foreign equity may be permitted in the case of the
activitiesinvolving thefollowing;

()  exports,
@iy  bulk importswith export/expanded warehouse sales,
(i)  cashand carry wholesadetrading;

(iv)  otherimport of goodsor servicesprovided at least 75%isfor procurement and sale of goods
and servicesamong the companiesof the samegroup.

In respect of the companiesin theinfrastructure/services sector wherethereisaprescribed cap for
foreigninvestment, only the direct investment should be considered for the prescribed cap and
foreigninvestment in aninvesting company should not be set off against thiscap provided theforeign
direct investment in suchinvesting company doesnot exceed 49 per cent and the management of the
investing company iswith the Indian owners.

No condition specific to theletter of approval issued to aforeigninvestor would be changed or
additional condition imposed subsequent to theissue of aletter of approval. Thiswould not
prohibit changesin general policiesand, regulations applicableto theindustrial sector.

Wherein caseof aproposa (not being 100% subsidiary) foreign direct investment hasbeen gpproved
upto adesignated percentage of foreign equity inthejoint venture company, the percentagewould
not be reduced while permitting induction of additional capital subsequently. Alsointhe case of
approved activities, if theforeign investor(s) concerned wishesto bringin additional capital onlater
dateskeeping theinvestment to such approved activities, FIPB would recommend such casesfor
approval onanautomatic basis.

Asregards proposal for private sector banks, the application would be considered only after "in
principle’ permissionisobtaned from the Reserve Bank of India(RBI).

Therestrictionsprescribed for proposal sin various sectorsas obtained, at present, aregiveninthe
Annex and these should be kept in view while considering the proposals.
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These Guiddinesaremeant to assist the FI PB to consider proposal sin an objective and transparent
manner. Thesewould not in any way restrict theflexibility or bind the FIPB from considering the proposas
intheir totality or making recommendationsbased on other criteriaor specia circumstancesor featuresit
consdersrelevant. Besidesthesearein the nature of administrative Guidelinesand would not in any way
belegdly binding in respect of any recommendation to be made by the FIPB or decisionsto betaken by
the Government in casesinvolving Foreign Direct Investment (FDI).

Theseguiddinesareissued without prejudiceto the Government'sright to issue fresh guidelinesor
changethelega provisionsand policieswhenever considered necessary.
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Government of India
Ministry of Industry
Department of Industrial Policy & Promotion

* k%

Press Note No. 2 (1998 Series)

Under the present policy,. Indian companies undertaking generation and transmission of electric
energy, produced in hydro-electric power plants, coal based power plants, oil based thermal power
plants and gas based thermal power plantsare eligible for automatic approval up to 74% foreign

equity.

2.  TheGovernment hasreviewed the existing guidelinesfor automatic approval for foreign equity
for electric generation, transmission and di stribution projects and has decided to enlarge the provisions
for automatic-approval for such projects. Accordingly, projectsfor electric generation, transmission
and distribution will be permitted foreign equity participation up to 100% on the automatic approval
route provided theforeign equity in any such project does not exceed Rs. 1500 crore. The categories
whichwould qualify for such automatic approval are:

()  Hydro-dectricpower plants.

(i)  Codllignitebased therma power plants.
(i)  Oil based thermal power plants.

(iv) Gasbased thermal power plants.

3. ltisclarifiedthat thefacility for automatic approval, asenumerated in paragraph 2 above, doesnot
include generation, transmission and distribution of el ectric energy produced in atomic reactor power
plantsand hence such proposalsshall not quaify for automatic approval by RBI under thisPressNote.

4.  Theprovisonsreferredin para2 abovewould belisted under the heading Part " D" of Annexure-111
asappended to thisPressNote asasubstitution of theexisting entry No. C-4inPart“C” of Annexure-l11.

5.  Thelist gppendedtothisPressNoteisbased ontheNationd Industria Classification of al Economic
Activities(NIC), 1987. The entrepreneurs/investors are advised to givethe description of their activity
under thisclassification system when submitting their gpplicationstothe RBI.

6.  All other termsand conditions as notified under Press Note No. 2 (1997 Series) dated the 17th
January, 1997 and Press Note No. 14 (1997 Series) dated the 8th October, 1997 remain unchanged.

(Ashok Kumar)
Joint Secretary to the Government of India
F.No. 10(31)/97-I.P.
Dated 13th June, 1998.
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Press Note No. 16 (1998 Series)

Inthe PressNoteNo. 4 (1997 Series) issued by this Department on 30" April, 1997, guidelines
for FDI in the Non-Banking Financial Companies (NBFCs) including norms for the minimum
capitalisation were announced. The question of minimum capitalisation requirement has been reviewed
by the Government and it has been decided that foreign investment proposalsfor purely financial
consultancy servicesthat are non-fund based, would not be subjected to the minimum capitalisation
norms subject to thefollowing conditions:-

“It would not be permissible for such a company to set up by any subsidiary for any other
activity, nor any equity it may contributein an NBFC hol ding/operating company would bereckoned
asdomestic equity.”

NBFCs undertaking fund based activities shall, however, continue to attract minimum
capitalisation norms.

(Ashok Kumar)
Joint Secretary to the Government of India
F.No. 10(32)/97-I.P.
Dated 3rd November, 1998.
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Press Note No. 5 (1999 SERIES)

Asper guidelineNo. 2 of the Guidelinesfor the consideration of Foreign Direct Investment (FDI)
proposalsby the Foreign Investment Promotion Board (FIPB) asnotified vide PressNote No. 3 (1997
series), proposa sfor FDI should be considered by the Board keeping in view thetime-frame of Six weeks
for communi cating government decision (i.e., approva of IM or CCFl or regjection asthe case may be).

With aview to expediting disposal of FDI proposals, Government have decided to reducethetime
framefor consideration of such proposalsto thirty (30) daysfrom six weeks. Accordingly, guidelineNo. 2
ascontainedin PressNote No. 3 (1997 series) shall stand modified asunder:

"Proposals should be considered by the Board keeping in view the time-frame of thirty (30)
daysfor communicating Government decision (i.e., approval of IM/CCFI or regjection asthe case may
be)."

Thisisfor genera information of investors.

(Ashok Kumar)
Joint Secretary to the Government of India
F. No. 10(32)/97-1P
Dated 19th March, 1999.
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Press Note No. 7 (1999 Series)

Asper existing provisiontheforeign collaboration approval s are subject to the condition that the
total non resident sharehol ding including foreign holding in the Indian company should not exceed the
amount aswell asthe percentage specified inthe approval letter. For any proposed increasein theamount
asa so the percentage of non resident sharehol ding, prior approval of the Government isnecessary.

Proposalsarereceived by the Government for financia restructuring in thefollowing manner:

(@ inthecaseof joint venture companiesproposalsfor increaseintheamount of non resident
equity within the approved percentage of non resident equity and

(b) Incaseof wholly owned subsidiariesor holding companies of foreign companiesin India,
proposalsrelating to enhancement of paid up capital.

Government keeping inview thedesirability of infusion of additional funds as equity by the
foreign company leading to increased investment inflows have reviewed the existing provision for
obtaining prior approval of the Government for increase in the amount of foreign equity without
change in the percentage of equity in the above type of cases and decided that henceforth there
would be no need for obtaining prior approval of FIPB/Government for increase in the amount of
foreign equity within the percentage of foreign equity already approvedin all casesin which the
original project cost was up to Rs. 600 crore. Any company can henceforth infuse additional funds
by way of foreign equity asaresult of financial restructuring (provided thereisno changein the
percentage of foreign equity) and notify the sameto the Secretariat of Industrial Assistance (SIA)
within thirty daysof receipt of funds as also allotment of sharesto non resident shareholders.

The above procedure will. however, not apply in cases of increase in the percentage of foreign
equity asasowhereinitia gpprova wasgranted by CCH . Such casesshall require prior gpprova of the
FIPB/Government as per the existing procedure.

Thisisfor genera information of investors.

(Ashok Kumar)
Joint Secretary to the Government of India
F.No. 7(9)/99-1P
Dated 1st April, 1999.
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Press Note No. 9 (1999 Series)

Subject: Policy relating to the standard conditions applicableto foreign owned I ndian holding companies

requiring prior and specific gpprova of FlFB/Government for downstreaminvesmentinAnnexure
[ activities, which qualify for Automatic Approval.

The Government have reviewed the existing policy relating to the standard conditions
applicableto foreign owned Indian holding companies requiring prior and specific approval of
FIFB/Government for downstream investment. On careful consideration of the matter and
with aview to further simplifying the investment procedures for downstream investment. it has
been decided to permit foreign owned Indian holding companies to make downstream
investment in Annexure 11 activities, which qualify for Automatic Approval subject to the
following conditions:-

@

(b)

©

(d)

©

(®

©
(h)

downstream investments may be made within foreign equity levels permitted for different
activitiesunder theautomatic route;

proposed/exigting activitiesfor thejoint venture company being fully confined toAnnexurel ||
activities

Increasein equity level resulting out of expangon of equity baseof theexisting/fresh equity of
the new joint venture company;

thedowngtreaminvestment involving setting up of an EOU/STP/EHTP project or itemsinvolving
compulsory licensing; SSI reserved items; acquisition of existing stakein an Indian company
by way of transfer/ as a so buyback shall not be eligible for automatic approval and shall
requireprior approval of FIPB/Government;

the holding company to notify SIA of itsdownstream investment within 30 days of such
investment evenif shareshavenot been dlotted dongwith themodality of investment in new/
exigting ventures (with/without expang on programme);

proposalsfor downstream investment by way of induction of foreign equity inan existing
Indian Company to be duly supported by aresolution of the Board of Directors supporting
the said induction as aso a shareholders Agreement and consent letter of the Foreign
Collaborator;

issueltransfer/pricing/val uation of sharesshdl bein accordancewith SEBI/RBI guidelines;
foreign owned holding companieswould haveto bringin requisite fundsfrom abroad and not

leveragefundsfrom domestic market for suchinvestments. Thiswould, however not preclude
downstream operating companiesto raise debt in the domestic market.
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Theabove procedurewill form part of the FIPB Guidelinesand paragraph 11(a) of the"Guidelines
for the consideration of Foreign Direct Investment (FDI) proposals by the Foreign Investment
Promotion Board (FIPB)" notified vide Press Note No. 3 (1997 Series) shall stand modified
accordingly in respect of down stream investment by foreign owned | ndian holding companies.

All investorsand entrepreneurs may pleasetake note of the aforesaid revisoninthepolicy.

(Ashok Kumar)
Joint Secretary to the Government of India

FNo. 7(13)/99-1P
Datde 12th April, 1999.

28



Government of India
Ministry of Industry
Department of Industrial Policy & Promotion

* k%

Press Note No. 12 (1999 Series)

The Government, vide PressNote No. 4 (1997 Series), had announced the normsfor FDI inNon
Banking Financia Sector. It was further clarified vide Press Note No. 16 (1998 series) that foreign
investment proposalsfor purely financial consultancy servicesthat are non-fund based, would not be
subj ected to the minimum capitalisation normsas applicable to the NBFCs subject to certain conditions.

2. The matter has been reviewed and it has since been decided asunder:

3.  Theguideinesfor foreign equity investment in Non Banking Financial Services sector would be
amended to providefor aminimum capitaisilion norm of US$ 0.5 million, for theactivitieswhich are not
fund based and only advisory or consultancy in nature, irrespective of theforeign equity participationleve.

4.  Theprovision of (1) abovewould be applicablein thefollowing permitted NBFC activitiesfor
foreignequity investment:

I Investment advisory services
. Financid consultancy

ii.  Credit ReferenceAgencies
iv.  CreditRatingAgencies

V. Forex broking

vi.  Money changing business

5. The other provisions of the guidelines of Press Note No. 4 (1997 Series) and Press Note
No. 16 (1998 Series) would, however, continue to be applicablein the above cases.

(Ashok Kumar)

Joint Secretary to the Government of India
F. No. 10(32)/97-1P
Dated 1st July, 1999.

29



Government of India
Ministry of Commerce& Industry
Department of Industrial Policy & Promotion
SIA (FCDivision)

* k%

Press Note No.2 (2000 Series)

Subject : Expansonof list of industries/activitieseligiblefor autometic routefor Foreign Direct Investment
(FDI), Non Resident Indian (NRI) and Overseas Corporate Body (OCB) investment.

In pursuance of Government’scommitment to early implementation of the second phase of the
economic reformsand with aview to further liberalising the FDI regime, Government, onreview of the
policy on FDI, hasdecided to placedll items/ activitiesunder the automatic routefor FDI/NRI and OCB
investment except thefollowing :

I. All proposd sthat requirean Indudtria Licencewhichincludes(i) theitemrequiringan Indudtrid
Licenceunder thelndustries (Devel opment and Regulation) Act, 1951; (i) foreigninvestment
being morethan 24% in the equity capital of units manufacturing itemsreserved for small
scaeindudtries, and (iii) al itemswhichrequirean Indudtrid Licenceintermsof thelocationd
policy notified by Government under the New Industria Policy of 1991.

ii.  Allproposasinwhichtheforeign collaborator hasapreviousventure/tie-upinindia The
modalities prescribedin PressNote No. 18 dated 14.12.98 of 1998 Series, shall apply in
such cases.

iii.  All proposasrelating to acquisition of sharesin an existing Indian company infavour of a
forelgn/NRI/OCB investor.

iv.  All proposasfdling outsidenotified sectoral policy/capsor under sectorsinwhich FDI isnot
permitted and/or whenever any investor choosesto make an application to the FI PB and not
toavall of theautomatic route.

2. All proposasfor investment in public sector unitsasaso for EOU/EPZ/ EHTP/STP unitswould
qualify for automatic route subject to the above parameters.

3. Themodalitiesand proceduresfor autometic route would remain the same and RBI would continue
to be the concerned agency for monitoring/reporting as per existing procedure. The National Industrial
Classfication of al EconomicActivities(NIC), 1987, shdl remain applicablefor description of activities
and classificationfor dl mattersrelating to FDI/NRI/OCB investment.

4.  FDI/NRI/OCB investment under the automatic route shal continueto be governed by thenotified
sectoral policy and equity capsand RBI shall ensure compliance with the same.

30



5.  Areadsectorgactivitieshitherto not opento FDI/NRI/OCB investment shdl continueto beso unless
otherwise decided and notified by Government.

6.  Henceforth, any changein sectora policy/sectora equity cap shall benotified by the Secretariat for
Industrial Assistance (SIA) inthe Department of Industria Policy & Promotion.

7.  Press Note No. 2 (1997 Series), Press Note No. 14 (1997 Series), Press Note No. 2 (1998
Series) and PressNote No. 1 (1999 Series) stand superseded to the extent as aforesaid.

(Ashok Kumar)
Joint Secretary to the Government of India

F. No. 7(4)/2000-IP
Dated 11™ February, 2000.
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SECTOR SPECIFIC GUIDELINESFOR FOREIGN DIRECT INVESTMENT

SI.No.| Sector Guiddines

1 Banking NRI holding may beupto 40%, inclusive of equity participation by
other foreign investors. Foreign investment of upto 20% ispermitted
by foreign banking companiesor finance companiesinduding multilaterd
financid indtitutions. Multilaterd inditutionsaredlowedtoinvest within
theoveral foreign direct investment cap of 40%in caseof shortfall in
foreigndirect investment contribution by NRIs.

Theautomatic routeisnot available.

Non-Banking a. FDI/NRI/OCB investmentsallowed inthefollowing 17 NBFC
Fnencid activitiesshall beasper levelsindicated below:

Companies i.  Merchant banking

(NBFC) ii.  Underwriting

iii.  Portfolio Management Services
iv.  InvestmentAdvisory Services
V. Financia Consultancy
vi.  Stock Broking
Vii.  Asset Management
viii.  VentureCapita
ix. Custodid Services
X.  Factoring
xi.  Credit ReferenceAgencies
xii.  CreditratingAgencies
xiii. Leasng& Finance
xiv. HousingFinance
xv.  ForexBroking
xvi. Credit card business
xvii. Money changing Business
b. Minimum Capitalisation Normsfor fund based NBFCs:
i For FDI upto 51% - US$ 0.5 million to be brought upfront

i For FDI above 51% and upto 75% - US$5 million to be
brought upfront

i For FDI above 75% and upto 100% - US$ 50 million
out of which US$ 7.5 million to be brought upfront and
thebalancein 24 months

v  100% NBFC with aminimum capital of US$ 50 million
allowed to set up 100% downstream subsidiary to
undertake specific NBFC activities. Such a subsidiary,
however, would be required to dis-invest its equity to
the minimum extent of 25%, through a public offering
only, within aperiod of 3years.

¢. Minimum capitdisation normsfor non-fund based activities:
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Sl.No.

Sector

Guiddines

Minimum capitalisation norm of US$0.5 millionisapplicable
inrespect of all permitted non-fund based NBFCswith foreign
invesment.

Theautomatic routeisnot available.

Civil Avidion
(detailed guidelines
have beenissued
by Minigtry of
Civil Aviation)

InthedomesticAirlinessector:

i. FDI upto 40% permitted subject to no direct or indirect equity
participation by foreignairlinesisalowed.

ii. 100% investment by NRIS'OCBSs.

lii. Theautomaticrouteisnot available.

Tdecommunication

I. Inbasic, Cellular Mobile, paging and Value Added service, and
Globa MobilePersona Communicationsby Satdlite, FDI islimited
to 49% subject to grant of licence from Department of
Telecommuni cations and adherence by the companies (who are
investing and the companiesinwhichinvestment isbeing made) to
thelicence conditionsfor foreign equity cap and lock inperiod for
transfer and addition of equity and other licence provisions.

ii. Noequity capisapplicableto manufacturing activities.

Information
Technology

FDI upto 100% permitted for E-commerce activitiessubject to

the condition that such companieswould divest 26% of their equity in
favour of thelndian publicinfiveyears, if thesecompaniesarelistedin
other partsof theworld. Such companieswould engageonly inbusiness
to business (B2B) e-commerce and not in retail trading, inter alia,
implying that exigting restrictionson FDI in domestic trading would be
applicableto e-commerceaswell.

Petroleum
(other than

Refining)

a. Under theexploration policy, FDI upto 100% isallowed for
smdll fieldsthrough competitive bidding; upto 60%for

unincorporated JV; and upto 51% for incorporated JV witha
No Objection Certificatefor medium sizefields.

b. For petroleum products and pipeline sector, FDI is permitted
upto 51%.

c. FDIispermitted upto 74% ininfrastructurerelated to marketing
and marketing of petroleum products.

d. 100% wholly owned subsidiary(WOS) is permitted for the
purpose of market study and formulation.

e. 100% wholly owned subsidiary is permitted for investment/
Fnandng.

f. For actual trading and marketing, minimum 26% Indian equity
isrequired over 5Syears.

Theautomatic routeisnot available.
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SI.No.

Sector

Guiddines

Petroleum Refining

a. FDI aspermitted upto 26% in case of Public Sector Units. PSUs
will hold 26% and balance 48% by public. Automatic routeis
not available.

b. Incaseof private Indian companies, FDI ispermitted upto
100% under automatic route.

Housng& Red
Edate

Noforeigninvestment ispermittedin thissector. NRISOCBsare
alowedtoinvest. The scheme specificto NRIsand OCBscovers
thefollowing:
a. Development of serviced plotsand construction of built up
resdentia premises.
b. Investmentinred estate covering construction of residential
and commercial premisesincluding business centresand offices
c. Development of townships

City andregiona leve urbaninfrastructurefacilities, including
both roadsand bridges

I nvestment in manufactureof building materids
Investment in participatory venturesin (a) to (e) above
Investment in housing financeingtitutions

o

Q@ = o

Cod andLignite

Private | ndian companies setting up or operating power proj ects
as well as coa or lignite mines for captive consumption are
allowed FDI upto 100%.

ii. 100% FDI is allowed for setting up coal processing plants
subject to the condition that the company shall not do coa
mining and shall not sell washed coa or sized coal from its
coa processing plantsin the open market and shall supply the
washed or sized coa to those parties who are supplying raw
coal to coa processing plantsfor washing or sizing.

lii. FDI upto 74% is allowed for exploration or mining of coa or
lignitefor captive consumption.

iv. In al the above cases, FDI is alowed upto 50% under the
automatic route subject to the condition that such investment
shall not exceed 49% of the equity of aPSU.

Venture Capita
Fund (VCF) and
Venture Capita
Company(VCC)

An offshore venture capital company may contrinute upto 100%
of the capital of adomestic venture capital fund and may also set
up adomestic asset management company to managethefund.

VCFsand VCCsare permitted upto 40% of the paid up corpus of
the domestic unlisted companies. Thisceiling would be subject to
relevant equity investment limitinforceinrelation to areasreserved
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SI.No.

Sector

Guiddines

for SSI. Investment in asingle company by aV CF/VCC shall not
exceed 5% of the paid-up corpus of adomestic VCF/VCC.
Theautomatic routeisnot available.

10.

Trading

Investing companies
ininfrastructure/
Srvicesector

Trading is permitted under automatic route with FDI upto 51%
provided itisprimarily export activities, and the undertakingisan
export house/trading house/super trading house/star trading house.
However, under the FIPB route:-

i.  100% FDI ispermitted in case of trading companiesfor the

followingactivities

e  exports;

e bulk importswith export/exbonded warehouse sales;

e cashand carry wholesaletrading;

e other import of goods or services provided at least 75%is
for procurement and sale of goods and servicesamong the
companies of the same group and for third party use or
onward transfer/distribution/sales.

ii. The following kinds of trading are also permitted, subject to

provisonsof EXIM Poalicy:

a. Companiesfor providing after salesservices(that isnotrading
per se)

b. Domestictrading of productsof JVsispermitted at thewholesde
leve for suchtrading companieswho wish to market manufactured
productson behdf of their joint venturesinwhich they haveequity
participationinIndia

c. Trading of hi-tech itemg/itemsrequiring specialised after sales
svice

d. Tradingof itemsfor socia sector

e. Trading of hi-tech, medica and diagnosticitems.

f.  Trading of itemssourced fromthesmall scalesector under which,
based ontechnol ogy provided and laid down qudity Specifications,
acompany can market that item under itsbrand name.

g. Domestic sourcing of productsfor exports.

h.  Test marketing of suchitemsfor which acompany hasapproval
for manufacture provided such test marketing facility will befor a
period of two years, and investment in setting up manufacturing
facilitiescommencessmultaneoudy with test marketing.

In respect of the companiesininfrastructure/service sector, where

thereisaprescribed cap for foreigninvestment, only the direct

invesment will becons deredfor the prescribed cap and foragninvestment
inaninvesting company will not be set off againgt thiscap provided the

foregndirectinvesment insuchinvesting company doesnot exceed 49%

andthemanagement of theinvesting company iswiththelndianowners

Theautomaticrouteisnot available.
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SI.No. | Sector Guiddines
11. Atomicenergy Thefollowing threeactivitiesare permitted to receive FDI/NRI/OCB
investments through FIPB (as per detailed guidelines issued by

Department of Atomic Energy vide Resolution No.8/1(1)/97-PSU/

1422 dated 6.10.98):

a. Miningand minera separation

b. Vaueaddition per seto the products of (a) above

c. Integrated activities(comprising of both (&) and (b) above.

Thefollowing FDI participationispermitted:

I.  Upto 74% in both pure value addition and integrated projects.

ii. For purevaueaddition projectsaswell asintegrated projectswith
valueaddition upto any intermediate stage, FDI ispermitted upto
74% through joint venture companieswith Central/State PSUsin
which equity holding of at least one PSU isnot |essthan 26%.

lii. Inexceptional cases, FDI beyond 74% will be permitted subject
to clearance of the Atomic Energy Commission before FIPB
approval.

12. Defenceand No FDI/NRI/OCB investment ispermitted
Srategicindustries
13. Agriculture No FDI/NRI/OCB investment is permitted
(induding
plantation)
14. Print media No FDI/NRI/OCB investment is permitted
15. Broadcasting No FDI/NRI/OCB investment is permitted
16. Power Upto 100% FDI alowed
17. Drugs& I. FDI upto 74%inthe case of bulk drugs, their intermediates
Pharmaceuticas and formulations (except those produced by the use of

recombinant DNA technol ogy) would be covered under
automatic route.

ii. FDI above 74% for manufacture of bulk drugs will be
considered by the Government on case to case basis for
manufacture of bulk drugs from basic stages and their
intermediates and bulk drugs produced by the use of
recombinant DNA technology aswell asthe specific cell/tissue
targeted formulations provided it involves manufacturing from
basic stage.
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SI.No.

Sector

Guiddines

18.

Roads &
Highways,

Portsand Harbours.

FDI upto 100% under automatic route is permitted in projectsfor
construction and maintenance of roads, highways, vehicular
bridges, toll roads, vehicular tunnels, portsand harbours.

19.

Hotels& Tourism

100% FDI ispermissiblein the sector.

Theterm hotelsinclude restaurants, beach resorts, and other tourist
complexesproviding accommodation and/or cateringandfood facilities
totourists. Tourism related industry includestravel agencies, tour
operating agencies and tourist transport operating agencies, units
providing facilitiesfor cultura, adventureand wild lifeexperienceto
tourists, surface, air and water transport facilitiesto tourists, leisure,
entertainment, amusement, sports, and health unitsfor touristsand
Convention/Seminar unitsand organisation.

Automatic routeisa so available upto 51% subject to thefollowing
parameters.

For foreign technol ogy agreements, automatic gpprovad isgrantedif

I.  upto3% of thecapital cost of the project isproposed to bepaid
for technical and consultancy services including fees for
architecture, design, supervision, tc.

ii. upto 3% of the net turnover is payable for franchising and
marketing/publicity support fee, and

jii.  upto 10% of gross operating profit is payablefor management
fee includingincentivefee.

20.

Mining.

I. For exploration and mining of diamonds and precious stones
FDI isallowed upto 74% under automatic route.

ii. For exploration and mining of gold and silver and minerals
other than diamonds and precious stones, metallurgy and
processing FDI isallowed upto 100% under automatic route.

jii. Press Note No. 18 (1998 series) dated 14.12.98 would not
be applicable for setting up 100% owned subsidiaries in so
far as the mining sector is concerned, subject to a
declarationfrom the applicant that he has no existing joint
venturefor thesameareaand/ or the particular mineral.

21.

Postal services

Courierscarrying packages, parcel sand other itemswhich do not
comewithin theambit of Indian Post Office Act 1998 shall not be
permitted.
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Sl.No. | Sector Guiddines

22. Pollution FDI upto 100% in both manufacture of pollution control equipment
Control and and consultancy for integration of pollution control systemsis
management permitted under automatic route.

23. Advertisngand Automatic gpprova isavailablefor thefollowing:
films e Upto 74% FDI in advertising sector

e Upto 100% FDI in film industry (i.e. film financing,
production, distribution, exhibition, marketing and
associated activities relating to film industry) subject to the
following:

I.  Companies with an established track record in films, TV,
music, finance and insurance would be permitted.

ii. The company should have a minimum paid up capital of
USS$ 10 millionif itisthe singlelargest equity shareholder
and at least US$5 millionin other cases.

iii. Minimumlevd of foreign equity investment would be US$
2.5millionfor thesinglelargest equity shareholder and US$
1millioninother cases.

iv. Debt equity ratio of not morethan 1:1, i.e., domestic
borrowingsshall not exceed equity.
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Press Note No. 6 (2000 Series)

Subject : FDI inthe Non-Banking Financia Sector —relaxation of norms—reg.

PressNote No. 4 (1999 Series), inter-alia, providesfor a100% foreign equity in Non-Banking
Finance Companies (NBFCs) where such NBFC hasto act only asaholding company with aminimum
capitalisation of US$ 50 million and specific activitiesto be undertaken by down stream subsidiarieswith
minimum 25% domestic equity, of which 10% hasto be brought-up front and theremaining 15% over a
period of 2 years.

2. Government, onreview of thepolicy inthisregard, hasdecided to allow holding companieswitha
minimum capital of US$50 million, to set up a100% downstream subsidiary to undertake specific NBFC
activities. Such asubsidiary, however, would berequired to dis-invest itsequity to the minimum extent of
25%, through apublic offering only, withinaperiod of 3 years.

3. PressNoteNo. 4 (1997 Series) issued by Government on 30" April, 1997 shall stand amended to
theaboveextent.

4.  Theother provisonsof the NBFC guidelinesissued through PressNotesNo. 13 of (1997 Series),
8and 16 of (1998 Series), 11, 12 and 14 of (1999 Series) would continueto be applicable.

(A.C. Duggal)
Director

F. No. 7(4)/2000-1P
Dated 31st March, 2000.
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Press Note No. 7 (2000 Series)

Subject: Review of existing sectoral policy and sectora equity cap for Foreign Direct Investment (FDI)

/ Non Resident Indian (NRI) / Overseas Corporate Bodies (OCB) Investment.

In pursuance of Government’scommitment to further liberalising the FDI regime, Government, on

review of the policy on FDI, hasdecided to bring about thefollowing changesinthe FDI paolicy:

Foreign Direct Investment upto 100%isallowed for e-commerceactivities subject to the condition
that such companieswould divest 26% of their equity infavour of theIndian publicin5years, if
these companiesarelistedin other partsof theworld. Further, these companieswould engageonly
inbusinessto business(B2B) e-commerceand notinretail trading, inter dia, implying that existing
restrictionson FDI in domestic trading would be applicableto e-commerce aswell.

VidePressNote No. 12 of 1992 Series, it had been decided to withdraw the condition of dividend
balancing inal foreigninvestment approvalsexcept for industriesin the 22 specified consumer
goods sector. On review of the existing policy on dividend balancing applicableto 22 specified
consumer goodsindustries, and with aview to attracting FDI, it hasbeen decided, withimmediate
effect, to removethe condition of dividend balancing on these 22 consumer goodsindustries. This
decisonwill comeintoforcefromthedate of issue of thisPressNote and the export obligation and
concomitant dividend balancing will remain applicableuntil the date of issue of thisPressNote.

Under Press Note No. 2 of 1998 series, projects for electricity generation, transmission and
distributionwith foreign equity upto 100%, had been made digiblefor automatic gpprova provided
theforeign equity in any such project doesnot exceed Rs. 1500 crore. The categoriesthat qualified
for such automatic approval are hydroel ectric power plants, coal / lignite based thermal power
plants, oil based therma power plantsand gasbased therma power plants. Generation, transmission
and ditribution of €ectrica energy producedinatomicreactor power plantsisnot egiblefor automatic
approval. Keeping in view the growing demand for power in the country and the need for more
investment in thissector, Government, aspart of further liberalisation of FDI regime, hasdecided to
removetheupper limit for foreign direct investment inrespect of projectsrelating to e ectric generation,
transmission and distribution (other than atomic reactor power plants).

Asper existing guidelinesfor FDI in petroleum sector, FDI inrefining is permitted upto 26%
(public sector holding of 26% and balance 48% by public). In case of private Indian companies,
FDI inrefining ispermitted upto 49%. Government, as part of liberalisation of FDI regime has
decidedtoincreasethelevel of FDI inail refining sector under automatic route from the existing
49% to 100%.

(M.S. Srinivasan)
Joint Secretary to the Government of India

F. No. 7(4)/2000-1P
Dated 14 July, 2000.
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Press Note No. 9 (2000 Series)

Subject : Review of existing sectora policy and sectoral equity cap for Foreign Direct Investment (FDI)

and investment by Non Resident Indians (NRI) / Overseas Corporate Bodies (OCB).

In pursuance of Government’scommitment to liberdisting the FDI regime, Government, onreview

of the policy on FDI, hasdecided to bring about thefollowing changesinthe FDI policy :

FDI upto 100% isallowed through the automatic route for al manufacturing activitiesin Special
Economic Zones(SEZs), except for thefollowing activities:

a.  armsand ammunition, explosivesand allied items of defence equipment, defence aircraft
and warships;

b.  atomic substances,

c.  narcotics and psychotropic substances and hazardous chemicals,

d. distillation and brewing of alcoholic drinks; and

e.  Cigarettes/ cigars and manufactured tobacco substitutes.

FDI upto 100% is alowed for the following activities in the telecom sector :
a.  ISPs ot providing gateways (both for satellite and submarine cables);
b.  Infrastructure Providers providing dark fibre (IP Category 1);

c.  Electronic Mail; and

d. Voice Mail

The above would be subject to the following conditions :

a. FDI upto 100% is allowed subject to the condition that such companies would divest
26% of their equity in favour of Indian public in 5 years, if these companies are listed
in other parts of the world.

b.  Theaboveserviceswould besubject tolicensang and security requirements, wherever required.
c.  Proposasfor FDI beyond 49% shall be considered by FIPB on caseto casebasis.

Payment of royalty upto 2% for exportsand 1% for domestic salesisalowed under automeatic route
on use of trademarksand brand name of theforeign collaborator without technology transfer.
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V. Payment of royalty upto 8% on exportsand 5% on domestic salesby wholly owned subsidiariesto
offshore parent companiesisalowed under theautomati c routewithout any restriction ontheduration
of royaty payments.

V.  Offshore Venture Capital Funds/ Companiesare alowed to invest in domestic venture capital
undertakings as well as other companies through the automatic route, subject only to SEBI
regulations and sector specific caps on FDI.

(A.C. Duggal)
Director

F. No. 7(4)/2000-1P
Dated 8" September, 2000.
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Press Note No. 10 (2000 Series)

Subject : Review of existing sectora policy and sectoral equity cap for Foreign Direct Investment (FDI)
and investment by Non Resident Indians (NRI) / Overseas Corporate Bodies (OCB).

In pursuance of Government’scommitment to liberalisethe FDI regime, onreview of thepolicy on
FDI, it hasbeen decided that foreign equity participation upto 26% in the Insurance sector, as prescribed
inthelnsuranceAct, 1999, will bealowed under the automatic route.

Companiesbringingin FDI shdl, however, berequired to obtain necessary licencefromthe Insurance
Regulatory & Development Authority for undertakinginsuranceactivities.

(M.S. Srinivasan)
Joint Secretary to the Government of India

F. No. 7(4)/2000-IP
Dated 19" October, 2000.
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Press Note No. 2 (2001 Series)

Subject : Liberalisation of theexisting normsfor foreign investment inthe NBFC sector.

In pursuance of the Government’scommitment to liberalisethe FDI regime, it hasbeen decided to

further liberalisethe FDI guidelinesin respect of NBFC sector asunder :

2.

(& Theexisting requirementsto bringin capital would continueto beapplicable. That is, if the
(i) FDlislessthan51%, US$0.5 millionto bebrought in upfront;
(i) FDIismorethan 51% and upto 75%, US$ 5 million to be brought in upfront; and

(iii) FDI ismorethan 75% and upto 100%, US$50 million, out of which US$ 7.5 millionto
be brought in upfront and the balance in 24 months.

(b) Foreigninvestorscan set up 100% operating subsidiarieswithout the conditiontodisinvesta
minimum of 25% of itsequity to Indian entities, subject to bringingin US$ 50 million asat (a) (iii)
above (without any restriction on number of operating subsidiarieswithout bringing in additiona
capita).

(© Joint Venture operating NBFCsthat have 75% or lessthan 75% foreigninvestment will aso
beallowed to set up subsidiariesfor undertaking other NBFC activities, subject tothe subsidiaries
a so complying with the applicable minimum capital inflow, i.e., (a) (i) and (a) (ii) above.

(d) FDIintheNBFC sector isput on autometi ¢ route subject to compliancewith guidelinesof the
Reserve Bank of India. RBI would issue appropriate guiddinesin thisregard.

Press Note No.4 (1997 Series), Press Note N0.13 (1997 Series), Press Note N0.8 (1998 Series),

Press Note N0.16 (1998 Series), Press Note No.11 (1999 Series), Press Note N0.12 (1999 Series) and
PressNoteNo.6 (2000 Series) issued on FDI in NBFC Sector stand modified to thisextent.

(M. S. Srinvasan)
Joint Secretary to the Government of India

F. No. 5(16)/2001-FC.I
Dated 17th April, 2001.
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Press Note No. 4 (2001 Series)

Subject : Revision of existing sectoral guidelinesand equity cap on Foreign Direct Investment (FDI),

including investment by Non Resident Indians (NRI's) and Overseas Corporate Bodies (OCBS).

Withaview tofurther liberalisngthe FDI regime, Government haveeffectedthe following changes
intheFDI palicy:

Vii.

Viii.

FDI up to 100% is permitted on the automatic route for manufacture of drugs and
pharmaceutical, provided the activity doesnot attract compulsory licensing or involveuse
of recombinant DNA technology and specific cell / tissue targeted formulations. FDI
proposalsfor the manufacture of licensable drugs and pharmaceuticalsand bulk drugs
produced by recombinant DNA technology and specific cell / tissuetargeted formulations
will require prior Government approval.

FDI up to 100% is permitted in airports, with FDI above 74% requiring prior approval of
the Governmen.

Thedefenceindustry sector isopened up to 100% for Indian private sector participation
with FDI permissible up to 26%, both subject tolicensing.

FDI up to 100% is permitted for devel opment of integrated townships, including
housing, commercial premises, hotels, resorts, city and regional level urban
infrastructure facilities such asroads and bridges, massrapid transit systems; and
manufacture of building materials. Development of land and providing allied
infrastructurewill formanintegral part of township’sdevelopment, for which necessary
guidelines/normsrelating to minimum capitalisation, minimum land area, etc., will be
notified separately by the Government. FDI in this sector would be permissiblewith
prior Government approval.

FDI up to 100% ispermitted on the automatic routein hotel and tourism sector.
FDI upto 100%ispermitted in courier services subject to existing lawsand exclusion of
activity relating to distribution of |etters. FDI in thissector would be permissiblewith prior

Government approval.

FDI up to 100% is permitted on the automatic route for Mass Rapid Transport Systemsin
al metropolitan cities, including associated commercia devel opment of red estate.

NRI investment in foreign exchangeismadefully repatriablewhereasinvestments madein
I ndian rupeesthrough rupee accounts shall remain non-repatriable.
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FDI upto 74%ispermitted for thefollowing telecom services subject to licensing and security
requirements:

a  Internet service providerswith gateways,

b. Radiopaging; and

c.  End-to-end bandwidth

Proposals with FDI beyond 49% shall require prior Government approval.

FDI up to 49% from al sources is permitted in the banking sector on the automatic
route subject to conformity with guidelines issued by RBI from time to time.

2. Theprovisionsof PressNote No. 2 of 2000 stand modified to the above extent.

(M. S. Srinvasan)
Joint Secretary to the Government of India

F. No. 5(6)/2000-FC.|
Dated: 21st May, 2001.
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Press Note No. 2 (2002 Series)

Subject: Guiddinesfor licensing production of Arms& Ammunitions.

In pursuance of the Government decision to allow private sector participation up to 100% in
the defenceindustry sector with foreign direct investment (FDI) permissible up to 26%, both subject
tolicenang, asnatified vide PressNoteNo. 4 (2001 Series), thefollowing guidelinesfor licensing production
of armsand ammunitionsare hereby notified:

1

Licence applicationswill be considered and licences given by the Department of Industrial
Policy & Promation, Minigtry of Commerce& Industry, inconsultationwith Minigtry of Defence.

Casesinvolving FDI will be considered by the FIPB and licences given by the Department of
Industrial Policy & Promotionin consultation with Ministry of Defence.

The applicant should be an Indian company / partnership firm.

Themanagement of theapplicant company / partnership should bein Indian handswith mgority
representation on the Board aswell asthe Chief Executive of the company / partnership firm
being resident Indians.

Full particulars of the Directorsand the Chief Executives should befurnished a ong with the
goplications.

The Government reservestheright to verify the antecedents of theforeign collaboratorsand
domestic promotersincluding their financia standing and credentialsin theworld market.
Preferencewould begivento origind equipment manufacturersor design establishmentsand
companies having agood track record of past suppliesto Armed Forces, Spaceand Atomic
energy sectorsand having an established R & D base.

There would be no minimum capitalization for the FDI. A proper assessment, however,
needs to be done by the management of the applicant company depending upon the
product and the technology. The licensing authority would satisfy itself about the
adequacy of the net worth of the foreign investor taking into account the category of
weapons and equipment that are proposed to be manufactured.

Therewould beathree-year lock-in period for transfer of equity from oneforeigninvestor to
another foreigninvestor (including NRIs& OCBswith 60% or more NRI stake) and such
transfer would be subject to prior approval of the FIPB and the Government.

TheMinistry of Defenceisnot in aposition to give purchase guaranteefor productsto be
manufactured. However, the planned acquisition programmefor such equipment and overdl
requirementswould be made availableto the extent possible.
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10.

11.

12.

13.

14.

15.

16.

The capacity normsfor productionwill beprovided in thelicence based on the application as
well astherecommendationsof theMinistry of Defence, whichwill look into existing capacities
of smilar and dlied products.

Import of equipment for pre-production activity including development of prototype by the
applicant company would be permitted.

Adequate safety and security procedureswould need to be put in place by thelicenseeonce
thelicenceisgranted and production commences. Thesewould be subject to verification by
authorized Government agencies.

The standards and testing procedures for equipment to be produced under licence from
foreign collaborators or fromindigenous R & D will haveto be provided by thelicensee
to the Government nominated quality assurance agency under appropriate confidentiality
clause. The nominated quality assurance agency would inspect the finished product
and would conduct surveillance and audit of the Quality Assurance Procedures of the
licensee. Self-certification would be permitted by the Ministry of Defence on case to
case basis, which may involve either individual items, or group of items manufactured
by the licensee. Such permission would be for a fixed period and subject to renewals.

Purchase preference and price preference may be given to the Public Sector organizations
as per guidelines of the Department of Public Enterprises.

Arms and ammunition produced by the private manufacturers will be primarily sold to
the Ministry of Defence. These items may aso be sold to other Government entities
under the control of the Ministry of Home Affairs and State Governments with the
prior approval of the Ministry of Defence. No such item should be sold within the
country to any other person or entity. The export of manufactured items would be
subject to policy and guidelines as applicable to Ordnance Factories and Defence Public
Sector Undertakings. Non-lethal items would be permitted for sale to persons/ entities
other than the Central or State Governments with the prior approval of the Ministry of
Defence. Licensee would aso need to institute a verifiable system of removal of all
goods out of their factories. Violation of these provisions may lead to cancellation of
the licence.

Government decision on applicationsto FIPB for FDI in defenceindustry sector will be
normally communicated withinatimeframe of 10 weeksfrom the date of acknowledgement
by the Secretariat for Industrial Assistance in the Department of Industrial Policy &
Promotion.

(M. S. Srinvasan)
Joint Secretary to the Government of India

F. No. 5(37)/2001-FC:|
Dated 4™ January, 2002.
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Press Note No. 5 (2002 Series)

Subject: Prohibition onforeigninvestment inlottery business, gambling and betting - regarding

Asper existing policy, lottery bus ness, gambling and betting are not open to foreign investment,
which appliesto FDI, FlI portfolioinvestment, NRI/OCB portfolioinvestment, NRI/OCB investment on
non-repatriation basisand investment by foreign venture capital investors.

2. Government has been receiving queriesfrom certain State Governments, prospectiveinvestors,
technology providers, franchise/ trademark / brand name licesnsors, management consultants, etc. asto
whether fdi ispermissiblein Government / privatelotteries, onlinelotteries, casinos, etc., and also whether
foreigntechnology collaboration, including licensing of franchise/ trademark / brand name, management
contract, etc., are permitted in thelottery business, gambling and betting sector.

3. ltisclarified that both foreign investment and foreign technology collaborationinany formare
completely prohibitedinthelottery business, gambling and betting sector.

(M.S. Srinivasan)
Joint Secretary to the Government of india

F. No. 5(31)/2000-FC |
Dated 5th July, 2002.
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Press Note No. 6 (2002 Series)

Subject: Revisonof existing sectord guideinesfor FDI, including investment by non-resident Indiansand
overseas corporate bodies.

Aspart of theongoing liberdisation of the FDI regime, the Government, in partial relaxation of the
extant policy which prohibits FDI in the agriculture sector, including plantations, hasdecided to dlow FDI
up to 100% in tea sector, including tea plantations. Proposals for FDI in tea sector will require prior
gpprova of the Centra Government and would be subject to following conditions.

()  compulsory divestment of 26% equity of thecompany infavour of an Indian partner / Indian
public withinaperiod of fiveyears, and

(i)  prior approval of the State Government concerned in case of any futureland use change.

Theabovedispensation would be gpplicableto dl freshinvestments (FDI) madein thissector from
thedate of thisnotification.

2. Theprovisionsof PressNoteNo. 2 (2000 Series) dated 11.2.2000 stand modified to the above
extent.

(M. S. Srinvasan)
Joint Secretary to the Government of India

F. No. 5(9)/2000-FC.|
Dated 5 July, 2002.
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Press Note No. 3 (2003 Series)

Subject: Capitalisation of import payables-liberaisation of policy.

At present, issue or sharesby acompany in Indiato aperson resident outside Indiais permitted
only against inward remittance of convertibleforeign exchange through normal banking channelsor by
debit to NRE/ FCNR account of the person concerned maintai ned with an authorised foreign exchange
dedler bank.

2. Asapart of the ongoing process of liberalisation, it has been decided to permit issue of equity
sharesagainst lumpsum, fee, royalty and External Commercia Borrowings (ECBs) inconvertibleforeign
currency aready duefor payment/repayment, subject to meeting al gpplicabletax ligbilitiesand procedures.

(R.S. Julaniya)
Director

F. No. 5(4)/2003-FC
Dated 20th July, 2003
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Press Note No. 5 (2003 Series)

Subject: Issueof sharesagainst External Commercia Borrowings- liberaisation of.

Vide PressNote 3 (2003 Series) dated 28th July, 2003 issue of equity sharesagainst lump-sum fee,
royalty and External Commercia Borrowings (ECBS) in convertibleforeign currency already duefor
payment/repayment, subject to meeting al applicabletax liabilitiesand procedures has been permitted.

Asapart of the ongoing processof liberdisation, it hasbeen decided to permit issue of equity shares
against all Externa Commercia Borrowings (excluding those deemed as ECBS) received in convertible
foreign currency, subject to meeting al tax liabilitiesand procedures.

(R.S. Julaniya)
Director

F.No. 5(4)/2003-FC
Dated 28th November, 2003.
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Press Note No. 1 (2004 Series)

Subject: Revisonaof existing sectora guidelinesand equity cgp on Foreign Direct Investment (FDI), including

investment by Non Resident Indians (NRIs) and Overseas Corporate Bodies (OCBs)

Withaview tofurther liberalising the FDI regime, Government have effected thefollowing changes
inthe DI Policy:

)

i)

FDI upto 100 per centispermitted in printing scientific and technical magazines, periodicdsand
journdss, subject to compliancewith thelegd framework asgpplicableand guiddinesissuedin
thisregard fromlimetotimeby theMinigtry of Informationand Broadcagting. FDI inthissector
would be permissiblewith prior Government gpprovd.

FDI up to 100 per cent is permitted on the automatic route on Petroleum product marketing.
FDI for thissector would be permissible subject to the existing sectord policy and regul atory
framework intheoil marketing sector.

FDI upto 100 per cent ispermitted on the automatic routein oil explorationinboth small and
medium sized fieldssubject to and under the policy of the Government on private participation
in: (a) exploration of oil and (b) the discovered fieldsof national oil companies.

FDI upto 100 per cent is permitted on the automatic route for petroleum product pipelines
subject to and under the Government Policy and regul ationsthereof.

FDI upto 100 per cent ispermitted for Natural Gas/L NG Pipelineswith prior Government
approval.

2. Theprovisonsof PressNote 2 of 2000 stand modified to the above extent.

(Umesh Kumar)
Joint Secretary to the Gavemment of India

F. No. 9/1//2002-FC
Dated 28th January, 2004.
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Press Note No. 2 (2004 Series)

Subject: Revision of existing sectoral guidelinesand equity cap an Foreign Direct Investment (FDI),

1

including investment by Non Resident Indias (NRIs) and Overseas Corporate Bodies
(OCBs)/Foreign Institutional Investors (FI1s) in the Banking Sector.

Withaviewtofurther liberdising foreigninvestment in Banking Sector, the Government haveeffected
thefollowing changes

FDI limit in Indian Private Sector Banks

@

()

©

©

FDI limitin Private Sector Banksisraised to 74 per cent under the automatic routeincluding
investment by FlIs. Thiswill include FDI investment under Portfolio Investment Scheme
(P1S) by FlIs, NRIs and shares acquired prior to September 16, 2003 by OCBs and
continueto include 1 POs, Private placements, GDRs/ADRsand acquisition of sharesfrom
existing sharehoiders.

Theaggregateforeigninvestment in aprivate bank from al sourceswill bealowed uptoa
maximum of 74 per cent of the paid up capital or the Bank. At al times. at |east 26 per cent
of the paid up capital will haveto be heid by residents, except inregard to awholly-owned
subsidiary of aforeign bank.

Thedtipulationsasabovewill beagpplicableto dl investmentsin existing private sector banks
aso.

The permissiblelimitsunder portfolioinvestment schemesthrough stock exchangersfor Flis
andNRIswill beasfollows:

() Inthecaseof Flls, ashitherto, individual Fll holding is restricted to 10 per cent,
aggregate limit for all Fl1scannot exceed 24 per cent, which can beraised to 49 per
cent by thebank concerned passing aresolution by itsBoard of Directorsfollowed by
passing of aspecia resolutionto that effect by its General Body.

(i)  Thus, theFll investment limit will continueto bewithin 49 per cent.

(i)  Inthecaseof NRIs, ashitherto, individud holdingisrestricted to 5 per cent and aggregate
limit cannot exceed 10 per cent. However, NRI holding can be allowed up to 24 per
cent provided the banking company passes aspecial resolution to that effect in the
Generd Body.
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Applicationsfor Foreign Direct Investment (FDI route) in private bankshaving joint venture/
subsidiary in insurance sector may be addressed to the Reserve Bank of India (RBI) For
condderationinconsultationwiththel nsuranceRegulatory and Development Authority (IRDA)
inorder toensurethat the 26 per cent limit of Foreign shareholding gpplicablefor theinsurance
sector isnot being breached.

Trangfer of sharesunder FDI from resi dentsto non-residentswill continueto require approval
of Foreign Investment Promotion Board (FIPB) under Foreign Exchange Management Act
(FEMA).

The policiesand procedures prescribed fromtimeto time by RBI and other ingtitutionssuch
as SEBI, D/o Company Affairsand IRDA on these matterswill continueto apply.

RBI guidedlinesrelating to acquisition by purchase or othewise of sharesof aprivate bank, if
such acquisition resultsin any person owning or controlling 5 per cent or mare of the paid up
capital of the private bank will apply toforeigninvestorsaswell.

2. Settingup of asubsidiary by foreign banks

@
(0)

©

©

©

()

()

Foreign bankswill be permitted to either have branches or subsidiariesnot both.

Foreign banksregulated by abanking supervisory authority inthe home country and meeting
Reserve Bank'slicensing criteriawill be allowed to hold 100 per cent paid up capital to
enablethem to set up awholly-owned subsidiary inIndia.

A foreign bank may operatein Indiathrough only oneof thethreechannelsviz., (i) branch/es
(i) awholly-owned subsidiary and (iii) asubsidiary with aggregateforeigninvestment uptoa
maximum of 74 per cent in aprivate bank.

A foreign bank will be permitted to establish awholly-owned subsidiary either through
conversion of existing branchesinto asubsidiary or through afresh banking licence, A foreign
bank will be permitted to establish asubsidiary through acquisition of sharesof an existing
private sector bank provided at |east 26 per cent of the paid capital of the private sector bank
isheld by residentsat al timestimes consistent with para 1(b) above.

A subsidiary of foreign bank will be subject to the licensing requirementsand conditions
broadly consistent with thosefor new private sector banks.

Guidelinesfor setting up awholly-owned subsidiary or aforeign bank will beissued separately
by RBI.

All gpplicaticnsby aforeign bank for setting up asubsidiary or for conversion of their existing
branchesto subsidiary in Indiawill haveto bemadetothe RBI.

3.  Atpresentthereisalimitof tenper cent onvoting rightsin respect of banking companies, and this
should benoted by potentia investor. Any changeintheceiling can be brought about only after find policy
decisionsand appropriare parliamentary gpprovals.

(Umesh Kumar)
Joint Secretary to the Gavemment of India

F. No. 5/6/2000-FC
Dated 5th March, 2004.

55



Government of India
Minigtry of Finance
Department of EconomicAffairs
(FI Unit)

* %k *

Press Note

Subject: Simplification of foreigninvestment procedures

In order to makethe environment in Indiamore attractivefor foreign investors, Government has
decided to smplify the procedure by placing thefollowing under the General Permissionroute(i.e. RBI
route) instead of exigting Government gpproval route (i.e. FIPB route) for speedy and streamlined investment
goprovas

a)  Transfer of sharesfromresident to non-resident (including transfer of subscribers sharesto
non-residents) other thanin financia servicessector provided theinvestment iscovered under
automatic route, doesnot attract the provisionsof SEBI’s( Substantial Acquisition of Shares
and Takeovers) Regulations, 1997, falls within the sectoral cap and aso complies with
prescribed pricing guidelines.

b)  Conversionof ECB/Loaninto equity provided theactivity of the company iscovered under
automatic route, theforeign equity after such conversion falswithinthesectoral capandalso
complieswith prescribed pricing guidelines.

c)  Casesof increaseinforeign equity participation by freshissue of sharesaswell asconverson
of preference sharesinto equity capita provided suchincreasefalswithinthesectora capin
therelevant sectors, arewithin theautomatic route and al so complieswith prescribed pricing
guiddines

In respect of the procedural simplificationsgiven at para 1 above, the onus of complying with the
sectora cap/limitsprescribed under the FDI policy aswell asother guidelines/regul ationswould rest with
thebuyer and sdller/issuer.

Necessary notification/circular under FEMA giving detail s of the simplification of proceduresare
being brought out by the Reserve Bank of India.

(U.K.Sinha)
Joint Secretary to the Gavemment of India

F. No. 1/3/2003-FIU
Datde 29th September, 2004.
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Press Note No. 1 (2005 Series)

Subject: Guiddinespertainingto gpprova of foreign/technical collaborationsunder the automatic route
with previousventuresitie-upinindia

The Government has reviewed the guidelines notified vide Press Note 18 (1988 series) which
stipulated approval of the Government for new proposalsfor foreign investment/technical collaboration
wheretheforeigninvestor hasor had any previousjoint ventureor technology transfer/ trademark agreement
inthesameor dliedfield inIndia.

2. New proposalsfor foreigninvestment/technical collaborationwould henceforth be allowed under
theautomatic route, subject to sectord policies, asper thefollowing guidelines.

0]

(i)

Prior approva of the Government would berequired only in caseswheretheforeigninvestor
hasan existing joint ventureor technology transer/trademark agreementinthe‘same’ field.
Theonusto providerequisitejustification asa so proof to the satisfaction of the Government
that the new proposal would or would not in any way jeopardizetheinterests of theexisting
joint venture or technol ogy/trademark partner or other stakeholderswould lieequally on
theforeigninvestor/technology supplier and the Indian partner.

Evenin caseswheretheforeigninvestor hasajoint venture or technology transfer/trademark
agreement inthe‘same’ field prior approval of the Government will not berequiredinthe
following cases

a Investmentsto be made by Venture Capital Fundsregistered with the Security and
ExchangeBoard or India(SEBI); or

b.  Whereintheexigingjoint-ventureinvestment by either of the partiesislessthan 3%; or
c.  Wheretheexisting venture/collaborationisdefunct or sick.

Insofar asjoint venturesto be entered into after the dataof thisPressNote are concered, the
joint venture agreement may embody a‘ conflict’ of interest clauseto safeguard theinterests of
joint venture partnersin theevent of oneof the partnersdesiring to set up another joint venture
or awholly owned subsidiary inthe*same' field of economic activity.

3.  Theseguiddineswould comeintoforcewithimmediate effect.

(Umesh Kumar)
Joint Secretary to the Government of India

F. No. 8/1/2003-FC (Pt.)
Dated 12th January, 2005.
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***

Press Note No. 2 (2005 Series)

Subject: Foreign Direct Investment (FDI) intownships, housing, built-up infrastructureand construction-

devel opment projects

Withaview to cataysinginvestment intownships, housing, built-up infrastructure and construction-

development projectsasaningrument to generate economic activity, creste new employment opportunities
and add to the avail able housing stock and built-up infrastructure, the Government hasdecided to allow
FDI upto 100% under the automatic routein townships, hous ng, built-up infrastructure and construction-
development projects (which would include, but not be restricted to, housing, commercial premises,
hotels, resorts, hospitals, educational institutions, recreational facilities, city and regional level
infrastructure), subject tothefollowing guidelines:

Minimum areato be devel oped under each project would be asunder:

I In case of development of serviced housing plots, aminimum land areaof 10 hectares
i In case of congtruction-devel opment projects, aminimum built-up areaof 50,000 sg.mts
ii.  Incaseof acombination project, anyone of the above two conditionswould suffice

Theinvestment would further be subject to thefollowing conditions:

i Minimum capitalization of US$10 million for wholly owned subsidiariesand US$5
millionfor joint ventureswith Indian partners. Thefundswould haveto bebrought in
within six months of commencement of businessof the Company.

. Origind investment cannot be repatriated beforeaperiod of threeyearsfrom completion
of minimum capitdization. However, theinvestor may bepermitted to exit earlier with
prior approval of the Government through the FIPB.

Atleast 50% of the project must be devel oped within aperiod of fiveyearsfrom the date of
obtaining al statutory clearances. Theinvestor would not be permitted to sell undevel oped
plots.

For the purpose of these guidelines, “ undevel oped plots’ will mean whereroads, water supply,
street lighting, drainage, sewerage, and other conveniences, asapplicable under prescribed
regulations, have not been madeavailable. It will be necessary that theinvestor providesthis
infrastructure and obtainsthe compl etion certificate from the concerned local body/service
agency before hewould be all owed to dispose of serviced housing plots.

The project shall conform to the normsand standards, including land userequirementsand
provison of community amenitiesand commonfacilities, aslaid downinthegpplicablebuilding
control regulations, bye-laws, rules, and other regulationsof the State Government! Municipal/
Local Body concerned.
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e.  Theinvestor shal beresponsiblefor obtaining all necessary approvalss, including those of the
building/layout plans, developinginterna and peripherd areasand other infrastructurefacilities,
payment of devel opment, external development and other chargesand complying with al
other requirements as prescribed under applicabl e rules/bye-laws/regulations of the State
Government! Municipal/Local Body concerned.

f. The State Government / Municipal / Local Body concerned, which approvesthebuilding /
development plans, would monitor compliance of the above conditionsby the developer.”

2. Para(iv) of PressNote4 (2001 Series), issued by the Government on 21.5.2001, and PressNote
3(2002 Series), issued on 4.1.2002, stand superceded.

(Umesh Kumar)
Joint Secretary to the Government of India

F. No. 5(6)/2000-FC
Dated 3rd March, 2005.
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* k%

Press Note No. 3 (2005 Series)

Subject: Clarification regarding Guidelines pertaining to gpprova of foreign/technica collaborationsunder
theautomatic route with previousventures/tie-upsin India

The Government, vide PressNote 1 (2005 Series) dated 12.1.2005, notified fresh guidelinesfor
approval of new proposalsfor foreign/technical collaboration under the automatic routewith previous
ventureltieupin India. According to theseguidedines, prior gpprova of the Government would berequired
for new proposa sfor foreigninvestment/technica collaboration, in caseswheretheforeigninvestor hasan
existing joint venture or technol ogy transfer/trademark agreement inthesamefieldin India

2 The Government had, earlier vide PressNote 10 (1999 Series) notified thedefinition of “ samefield”
asthe4 digit National Industrial Classification (NIC) 1987 Code. It is hereby reiterated that for the
purposes of PressNote 1 (2005 Series), thedefinition of ‘ same’ field would continueto be4 digit NIC
1987 Code.

3 Itisasoclarified that proposasin theInformation Technology sector, investments by multinational
financid ingtitutionsandin the mining sector for samearea/minera were exempted from the application of
Press Note 18 (1998 Series) vide Press Note 8 (2000 Series), Press Note 1(2001 Series) and Press
Note 2 (2000 Series) respectively. Investment proposal sin these sectorswould continue to be exempt
from PressNote 1 (2005 Series).

4.  From para2(i) of the guidelines notified vide Press Note 1 (2005 Series), it is clear that prior
Government approval for new proposalswould berequired only in cases wheretheforeigninvestor has
an exigtingjoint venture, technology transfer/trademark agreementinthe* same’ field subject to provisions
of para2(ii) of the PressNote 1 (2005 Series).

5.  Forthepurposeof avoiding any ambiguity it isreiterated that joint ventures, technology transfer/
trademark agreementsexisting on the date of issue of thesaid PressNotei.e. 12.1.2005 would betreated
asexisting joint venture, technology transfer/trademark agreement for the purposes of PressNote 1
(2005 Series).

(Umesh Kumar)
Joint Secretary to the Government of India

F.N0.8/1/2003-FC(PY.)
Dated 15th March, 2005.
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* k%

Press Note No. 4 (2005 Series)

Subject: Conversion of NRI investment into repatriabl e equity-clarification

VidePressNote4 (2001 Series), investment by Non-Resident Indian (NRI) madeinforeign exchange
on non-repatriable basiswas allowed to be made fully repatriable whereasinvestment madein Indian
rupeesthrough rupee account continued to remain non-rapatriable.

2. Proposdsfor conversonof NRI investment into repatriabl e equity are hitherto being consdered by
the FIPB for approval. The procedure has been reviewed in the context of variousliberalization measures
taken by the Government in the recent past.

3. ltisdarifiedthaintermsof PressNote4 (2001 Series), al proposa swould qudify for conversion
of non-repatriable equity into repatriable equity under the automeatic route provided:

(@ theorigina investment by the NRI was madein foreign exchange under the FDI Scheme
(Schedule I of FEMA Regulation 20/2000 dated 3.5.2000); and

(b) the sector/activity in which the investment is proposed to be converted into repatriable
equity ison theautomatic routefor FDI.

(R.S. Julaniya)
Director

F. No. 5/20/2005-FC
Dated 31st August, 2005.
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* k%

Press Note No. 5 (2005 Series)

Subject: Enhancement of the Foreign Direct Investment ceiling from 49 per cent to 74 per cent inthe

Telecom sector

In pursuance of the Government’s commitment to liberalise the FDI regime, it has been
decided to enhance the Foreign Direct Investment ceiling from 49 per cent to 74 per cent in
certain telecom services (such asBasic, Cellular, Unified Access Services, National/International
Long Distance, V-Sat, Public Mobile Radio Trunked Services (PMRTS), Global Mobile
Personal Communications Services (GMPCS) and other value added services), subject to the
following conditions:-

A.

Thetotal composite foreign holding including but not limited to investments by Foreign
Ingtitutional Investors (FIIs), Non-resident Indians (NRIs), Foreign Currency Convertible
Bonds (FCCBs), American Depository Receipts (ADRS), Global Depository Receipts
(GDRs), convertible preference shares, proportionate foreign investment in Indian
promoters/investment companiesincluding their holding companies, etc., herein after
referred asFDI, will not exceed 74 per cent. Thus, 74 per cent foreign investment can be
madedirectly or indirectly in the operating company or through aholding company. Hence,
theremaining 26 per cent will be owned by resident Indian citizens or an Indian Company
(i.e. foreign direct investment does not exceed 49 percent and the management iswith
the Indian owners). Itisclarified that proportionate foreign component of such an Indian
Company will also be counted towardsthe ceiling of 74%. However, foreign component
in the total holding of Indian public sector banks and Indian public sector financial
institutionswill betreated as* Indian’ holding. Thelicenseewill be required to disclose
the status of such foreign holding and certify that the foreign investment iswithin the
celling of 74% onahalf yearly basis.

The mgority Directors on the Board including Chairman, Managing Director and Chief
Executive Officer (CEO) shall beresident Indian citizens, enforced through licence agreement.
The appointment to these positionsfrom among resident Indian citizens shall bemadein
consultation with serious Indian investors. Seriousinvestor hasbeen defined below in para
G(ii).

The ShareHolder Agreements (SHA) shdl specifically incorporatethe conditionthat majority
directorson the Board including Chairman, Managing Director and CEO shall beresident
Indian citizensand shall also envisagethe conditions of adherenceto LicenceAgreement.

FDI upto 49 per cent will continueto be on automatic route. Foreign Investment Promotion
Board (FIPB) approval shdl berequired for FDI in thelicensee company/Indian promoters/
investment companiesincluding their holding companiesif it hasabearing on the overal

62



celling of 74 per cent. While approving theinvestment proposals, FIPB shall take note that
investment isnot coming fromunfriendly countries.

Theinvestment gpprova by FIPB shdl envisagethe conditionality that Company would adhere
to LicenceAgreement.

FDI shall besubject to lawsof Indiaand not thelaws of theforeign country/countries.

Department of Telecommunications(DoT) will enforcetheabove and the conditionsmentioned
bel ow through appropriate amendment inlicence: -

0]

(i)

(i)

)

V)

(Vi)

(vii)

There shall be anon-obstante clause in the licence which confers powers upon the
licensor to cancel thelicence under certain defined circumstances.

Inorder to ensurethat at | east one seriousresident I ndian promoter subscribesreasonable
amount of theresident Indian shareholding, such resident Indian promoter shal hold at
least 10 per cent equity of thelicensee company.

The Company shall acknowledge compliance with thelicence agreement asapart of
Memorandum of Association of the Company. Any violation of thelicence agreement
shall automatically lead to the company being unableto carry onitsbusinessinthis
regard. The duty to comply with the licence agreement shall aso be made apart of
Articlesof Association.

Chief Technical Officer (CTO)/Chief Finance Officer (CFO) shall beresident Indian
citizens. TheLicensor/DoT shdl aso beempowered to notify key positionsto beheld
by resident Indian citizens.

The Company shdl not transfer thefollowing to any persorV/ placeoutside India-

(&  anyaccountinginformeation relating to subscriber (except for roaming/billing) (Note:
it doesnot restrict agtatutorily required disclosureof financid nature);

(b)  userinformation (except pertaining toforeign subscribersusing Indian Operator’s
network whileroaming); and

() detalsof their infrastructure/network diagram except to telecom equipment
suppliersymanufacturerswho undertake theinstall ation, commissioning etc. of
theinfrastructureof thelicensee Company on signing of non-disclosureagreement.

The Company when entering into roaming agreementswith service providersoutside
Indiamust provide, on demand, thelist of such users (telephone numbers, in case of
foreign subscribersusing Indian Operator’snetwork whileroaming).

The Company must providetraceableidentity of their subscribers. However, in case of
providing serviceto roaming subscriber of foreign Companies, the Indian Company
shall endeavor to obtain traceableidentity of roaming subscribersfrom theforeign
company asapart of itsroaming agreement.
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(viii) Notraffic (mobileand landline) from subscriberswithin Indiato subscriberswithin
Indiashall be hauled to any place outsideIndia.

(ix) No RemoteAccess (RA) shall be provided to any equipment manufacturer or
any other agency out side the country for any maintenance/repairs by the
licensee. However, RA may be allowed for catastrophic software failure (such
as failure to boot up etc.) which would lead to major part of the network
becoming non-functional for aprolonged period, subject to meeting thefollowing
conditions:

(@ Anidentified Government agency (Intelligence Bureau) will benotified, when
RA isto beprovided.

(b) RemoteAccesspasswordisto beenabled for adefinite period only and only for
accessfrom pre-approved locations of the Original Equipment Manufacturer
(OEM) Vendors and only for the equipments specifically under repair/
mai ntenance.

(¢ Thecontrol of RemoteAccessi.e. activation, transfer of data, termination etc.
shall bewithin the country and not at aRemotelocation, abroad.

(d) TheGovernment agency will begiven al support to record thetransactionsfor
on-linemonitoring.

(&  Anyequipment or softwarethat formspart of theoverall monitoring shall not be
permitted to have remote access under any circumstances.

()  DoT will defineappropriately theterms catastrophic softwarefailure, mgjor part
of the network, and prolonged period used under thisclause.

(x)  Itshall be opentothe Department of Telecommunicationsto restrict the Licensee
Company from operating in any sensitive areafrom the National Security angle.

(X)) Inorder to maintain the privacy of voice and data, monitoring shall only be upon
authorisation by the Union Home Secretary or Home Secretaries of the States/Union
Territories.

(xii) For monitoring traffic, thelicensee company shdl provideblind accessof their network
and other facilitiesaswell asto booksof accountsto the security agencies.

(xiii) Incaseof not adhering to Licence conditionsenvisagedin paraG thelicence(s) granted
to the company shall be deemed as cancelled and thelicensor shall havetheright to
encash the performance bank guarantee(s) and thelicensor shdl not beliablefor lossof
any kind.

2. Theconditionsat paral above shal aso be applicableto the existing compani es operating telecom
service(s) which had the FDI cap of 49%.
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3. Therdevant provisonsof FDI policy for ‘investment companies , asgivenin PressNote 2 (2000
series) dated 11.2.2000issued by Department of Industrid Policy and Promationwill nolonger beapplicable
to telecom sector.

4.  Aninitid correctiontimeof 4 monthsfrom the date of issue of thisnotification shal bealowedtothe
existing licensee companies providing telecom servicesmentioned in para 1 abovefor ensuring adherence
totheaforesaid conditions. An unconditiona complianceto theaforesaid conditionsshall be submitted to
thelicensor withinthisperiod.

5.  PressNote 15 (1998 Series) and Press Note 2 (2000 Series) issued by Department of Industrial
Policy & Promotion stand modified to the above extent.

(Umesh Kumar)
Joint Secretary to the Government of India

F. No. 9(1)/2002-FC
Dated 3 November, 2005.
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Department of EconomicAffairs
(Banking Divison)

*k*

Press Release

Subject: Foreign Direct Investment (FDI) in Asset Reconstruction Companies.

Government has decided to permit Foreign Direct Investment (FDI) inthe equity capital of Asset
Reconstruction Companies (ARCs). Foreign Investment Promotion Board (FIPB) would henceforth con-
s der gpplicationsfrom person/entitieseligibletoinvestinIndiain theequity capita of Asset Reconstruction
Companiesregistered with Reserve Bank of Indiaunder the FDI route subject to thefollowing conditions:

(@ Maximum Foreignequity shall not exceed 49% of the paid up capitd.

(b)  Whereany individual investment exceeds 10% of the equity, ARC should comply with the
provisionsof Section 3(3)(f) of SARFAESI Act.**

Foreign Direct Investment alonewill be permitted; investmentsby Foreigninstitutional Investors
(FIIs) will not be permitted.

2. Thepolicy on FDI inARCswould bereviewed after two years.
3. Necessary natification/circular under FEMA arebeing brought out separately by ReserveBank of India

(Amitabh Verma)
Joint Secretary to the Government of India

F.No. 44/17/2004-BO |1
Dated 8" November, 2005.
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* k%

Press Note No. 6 (2005 Series)

Subiect: FDI in Terrestrial Broadcasting FM.

Till now, foreigninvestment waspermitted in Terrestrial Broadcasting up to 20% under the Portfolio
Investment Schemes under Foreign Exchange Management (Transfer or | ssue of Security by aPerson
Resident outside India) Regulations, 2000 and Foreign Direct Investment (FDI) was not permitted by
foreignentities.

2. Government of Indiahasrecently announced Phasel | of the programmefor expansion of FM radio
broadcasting servicesthrough private agenciesto supplement and complement the effortsof theAll India
Radio by operationdising radiofor providing programmeswith loca content and relevance, improving the
qualiy of fidelity in reception and generation, encouraging participation by local talent and generating,
employment.

3.  The Government has now decided to permit foreign investment, including FDI, NRI and PIO
investmentsand portfolio investmentsup to 20% equity for FM Radio's Broadcasting Servicessubject to
suchtermsand conditions as specified from timeto timeby Ministry of Information and Broadcasting for
grant of permission for setting up of FM Radio Stations.

(Umesh Kumar)
Joint Secretary to the Government of India

F. No. 5(35)/99-FC
Dated 15th November, 2005.
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***

Press Release

Subject: Clarifications on approval procedure regarding cases not covered under automatic
route of RBI.

Under the extant policy, FDI up to 100% is permitted under the automatic routein most sectors/
activities. Similarly, automatic routeisa so alowed for foreign technol ogy collaboration wherethe pay-
mentsarewithin 5% for domestic salesand 8% for exports. No approval of the Government isrequiredin
such cases.

2. Only casesnot covered under the automatic route need approval of the Government through the
Foreign Investment Promotion Board (FIPB) or Project Approval Board (PAB) for FDI and/or Foreign
Technology collaboration respectively. It hasbeen observed that sometimes proposal sare submitted for
prior Government approval even though the casesareeligiblefor the automatic route.

3.  Theinvestorsare hereby advised to accessthe automeatic route wherethe policy so permits. Hence-
forth, whenever prior approval of the Government issought for activitiesor royaty paymentseligiblefor
the automatic route, theinvestorswould need to indicate specific reason for seeking prior Government
gpprova whilesubmitting their proposals.

(Umesh Kumar)
Joint Secretary to the Government of India

F .No. 5(19)/2005-FC
Dated 23rd December, 2005.
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***

Press Note No. 1 (2006 Series)

Subject: Foreign Direct Investment (FDI) in Up-linking of TV Channels.

At present, FDI up to 49% is permitted for setting up hardware, Up-linking HUB, etc., subject to
compliancewith the Broadcasting L awsand Regul ationsand subject to the detailed guiddinesfor Up-linking
announced by theMinistry of Information and Broadcasting fromtimetotime.

2. Under therevised guidelinesfor Up-linking notified on 2.12.2005, the Government hasdecided to
alow FDI intheUp-linking of TV Channelsasunder:

a  FDI upto49% would bepermitted with prior approva of the Government for setting up Up-
linking HUB/ Teleports;

b)  FDI upto100% would beallowed with prior approval of the Government for Up-linking a
Non-News& Current Affairs TV Channd;

c)  FDI (including investment by Foreign Institutional Investors (Fl1s) up to 26% would be
permitted with prior approval of the Government for Up-linkingaNews& Current Affairs
TV Channel subject to the condition that the portfolio investment intheform of FlI/ NRI
depositsshall not be* personsactingin concert” with FDI investors, asdefined inthe SEBI
(Substantial Acquisition of Shares and Takeovers) Regulations, 1997. The Company
permitted to uplink the channel shall certify the continued compliance of thisrequirement
through the Company Secretary at the end of each financial year.

Whilecalculating foreign equity of the applicant company, theforeign holding component,
if any, intheequity of the Indian shareholder companies of the applicant company will be
duly reckoned on pro-ratabasis, so asto arrive at thetotal foreign holding in the applicant
company. However, theindirect FIl equity in acompany as on 31%March of the year
would betaken for the purposes of pro-ratareckoning of foreign holdings.

3. FDI for Up-linking TV Channelswill be subject to compliance with the Up-linking Policy of
the Government of Indianotified by the Ministry of Information & Broadcasting fromtimeto time.

(Umesh Kumar)
Joint Secretary to the Government of India

F.No. 5(35)/99-FC
Dated the 13 January, 2006.

69



Government of India
Ministry of Commerce& Industry
Department of Industrid Policy & Promotion
SIA (FCDivigon)

***

Press Note No. 2 (2006 Series)

Subject: Clarification regarding Foreign Direct Investment (FDI) in townships, housing, built-up
infrastructure and construction-devel opment projects.

The Government, vide Press Note 2 (2005 Series) dated 2.3.2005, had notified the policy for
Foreign Direct Investment (FDI) in townships, housing, built-up infrastructure and construction-
development projects. The Government hasreceived few requestsfrom investors seeking clarifications
on applicability of these policy guidelinesto some other sectors such as Special Economic Zones,
Hotels, Hospitals, etc.

2. Thematter hasbeen considered in thelight of the policy prevailing prior to issue of the subject
PressNote. FDI up to 100% was already allowed under the automatic route in the Hotel and tourism
sector, vide Press Note 4 (2001 Series) and in the Hospital sector, vide Press Note 2 (2000 Series).
Specia Economic Zones are separately regul ated under the Special Economic ZoneAct, 2005.

3. ltisclarifiedthat theprovisonsof PressNote2 (2005 Series) shal not apply to Special Economic
Zones, neither shal it apply to establishment and operation of hotel sand hospitalswhich shal continueto
be governed by PressNote 4 (2001 Series) and Press Note 2 (2000 Series) respectively.

(Umesh Kumar)
Joint Secretary to the Government of India

F. No. 12/36/2005-FC
Dated 16" January, 2006.
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* k%

Press Note No. 3 (2006 Series)

Subject: Guidelinesfor FDI in Retail Tradeof * SingleBrand’ Products

The Government hasdecided to allow FDI up to 51%, with prior Government approval, inretail
tradeof ‘ SingleBrand’ products. Thisis, inter alia, aimed at attracting investmentsin production and
marketing, improving theavailability of such goodsfor the consumer, encouraging increased sourcing of
goodsfrom India, and enhancing competitiveness of Indian enterprisesthrough accessto global designs,
technol ogiesand management practices.

2. FDIlupto51%inretal tradeof * SngleBrand' productswould besubject to thefollowing conditions:
I.  Productstobesold should beof a‘Single Brand' only.
ii.  Productsshould be sold under the same brand internationally.

ii. ‘Single Brand’ product-retailing would cover only products which are branded during
manufacturing.

3.  FDIwouldbedlowed only with prior approval of the Government. Application seeking permission
of the Government for FDI inretail trade of * Single Brand' productswould be madeto the Secretariat for
Industrial Assistance (SIA) inthe Department of Industrial Policy & Promotion. The application would
specifically indicatethe product/product categorieswhich are proposed to besold under a* Single Brand'.
Any addition to the product/ product categoriesto be sold under’ Single Brand’ would require afresh
approval of the Government.

4.  Applicationswould be processedinthe Department of Industrial Policy & Promotion, to determine
whether the products proposed to be sold satisfy the notified guidelines, before being considered by the
F PB for Government approval.

5. Theseguideineswould comeintoforcewithimmediate effect.

(Umesh Kumar)
Joint Secretary to the Government of India

F. No. 5(3)/2005-FC
Dated 10th February, 2006.
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Press Note No. 4 (2006 Series)

Subject: Rationalisation of the FDI Policy

Thepolicy on Foreign Direct Investment (FDI) hasbeen reviewed on acontinuing basisand several
measuresannounced fromtimeto timefor rationalization/ liberdization of the policy and simplification of
procedures.

2. Government of Indiahasrecently further reviewed the policy on FDI and decided asunder:
a.  Toallow under theautomatic route, FDI up to 100%, for :
I. digtillation & brewing of potableacohal;
. manufactureof industrid explosives,
ii.  manufactureof hazardouschemicals,

iv.  manufacturing activitieslocated within 25 kmsof the Standard Urban Arealimitswhich
requirelIndustria license under the Industries (Development & Regulation) Act, 1951,

V.  sdtingup Greenfiddairport projects;

vi.  layingof Natural Gas/LNG pipelines, market study & formulation and I nvestment
financing in the Petroleum & Natural Gas sector; and

vii.  cash& carry wholesaletrading and export trading.

b.  Toincrease FDI capsto 100% and permit it under the automatic routefor:
I. cod & lignitemining for captive consumption;
ii.  settingupinfrastructurerelating to marketingin Petroleum & Natural Gas sector; and
lii.  explorationand mining of diamondsé& preciousstones.

c.  Toalow FDI upto 100% under theautomatic routein
I. power trading subject to compliancewith Regul ationsunder the Electricity Act, 2003;
ii.  processing and warehousing of coffeeand rubber.

d. Toadlow FDI upto51% with prior Government approval for retail trade of * Single Brand’
products, detailed guidelinesfor which have been notified vide PressNote 3 (2006 Series).
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e.  Todlowunder theautomaticroutetransfer of sharesfromresdentsto non-resdentsinfinancia
services, and where Securities& Exchange Board of India(Substantial Acquisition of Shares&
Takeovers) Regulations, 1997 areattracted, in caseswhere approvalsarerequired fromthe Reserve
Bank of India Securities& Exchange Board of India(Subgtantiad Acquistion of Shares& Takeovers)
Regulations, 1997/Insurance Regulatory & Development Authority. With this, transfer of shares
fromresidentsto non-residents, including acquisition of sharesin an existing company would beon
the automatic route subject to sectoral policy on FDI.

f. To dispensewith the requirement of mandatory divestment of 26% foreign equity inB2B e-
Commerce.

3.  FDI/NRI investment under the automatic route shall continue to be governed by the Sectoral
regulations/licensing requirements.

4. A summary of the FDI policy and regulations applicable in various sectors/ activitiesis at the
Annex.*

(Umesh Kumar)

Joint Secretary to the Government of India
F. No. 5(3)/2005-FC

Dated 10th February, 2006.

* Policy in Section *A’.
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Press Note No. 5 (2006 Series)

Subject:  Enhancement of Foreign Direct Investment ceiling from 49% to 74% inthe Telecom Sector -
Amendment to PressNote 5 (2005 Series)

Guidelinesfor enhancement of Foreign Direct Investment (FDI) ceiling inthetelecom sector were
notified vide PressNote 5 (2005 Series) on 3.11.2005. Intermsof para4 of thesaid PressNote, aninitial
correctiontimeof 4 monthsfrom the date of issue of the PressNotewas alowed to the existing licensee
companies providing telecome servicesfor ensuring adherenceto the conditions.

The Government has deci ded to extend thetimelimit for the tel ecom service provider companiesto
comply with the conditions set out in Press Note 5 (2005 Series) by four monthsw.e.f. from 3.3.2006,
i.e.till 2.7.2006.

PressNote 5 (2005 Series) dated 3.11.2005 stands modified to the above extent.

(Umesh Kumar)

Joint Secretary to the Government of India
F. No. 9(1)/2002-FC

Dated 3rd March, 2006.
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SECTION C

FDI DATA







FOREIGN DIRECT INVETMENT DATA
(From August 1991 to December 2005)

Table 1 - Financial year-wise FDI Inflows (equity capital only)
Table 2 - FDI Inflows Data as per International practices.
Table 3 - Country-wise FDI Inflows from August 1991 to December 2005.

Table 4 - Sector-wise FDI Inflows from August 1991 to December 2005.
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Table-1

Financial year-wise FDI Inflows (equity capital only)

(Amount US$ million)

S.No.| Financial Year Amount of FDI I nflows

(April—March)
1. August 1991-Mar ch 2000 16,703
2. 2000-2001 2,908
3. 2001-2002 4222
4. 2002-2003 3,134
5. 2003-2004 2,634
6. 2004-2005 3,755
7. 2005-2006

(up to December 2005) 3,695
8. Total

(April 2000-

December 2005) 20,348
CumulativeTotal
(from August 1991 to
December 2005) 37,051

78




Table-2

FDI Data as per International practices

(Amount US$ million)

S. | Financial Year Equity Re-invested Other | Total Portfolio
No. | (April- FIPB Equity earnings capital FDI investment
March) Route/ RBI’s capital of Inflows including
Automatic unincor - GDR/ADR,
Route/Acquiti- porated Flls& Offs
sition Route bodies# horeFunds
1 August 1991 -
Mar ch 2000 15,483 - - - 15,483 18,492
2 2000-01 2,339 61 1,350 279 4,029 2,760
3 2001-02 3904 191 1,645 30 6,130 2021
4 2002-03 2574 190 1833 43 5035 979
5. 2003-04 2197 190 1,798 483 4673 11,377
6. 2004-05 3251 m 1,816¢ 357+ 5535 8909
7. 2005-06
(up to Dec. 05) 3691 140 738* 150¢ 4719 8,161
8. Total
(April 2000-
December 2005) 17,956 883 9,180 2,102 30,121 34,207
CumulativeTotal

(from August 1991

to December 2005) [ 33,439 883 9,180 2,102 | 45,604 52,699

Source: (i)

‘# Figuresfor equity capital of unincorporated bodies for 2005-06 are estimates.

(i) ‘*’ Data in respect of ‘Re-invested earnings & ‘Others capital’ for the year
2004-2005 & 2005-2006 (up to December) are provisional.
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Table-3

Country-wise FDI Inflows from August 1991 to December 2005

(Amount in US$ million)

Ranks Sector Amount of % age of
FDI inflows total inflows
1 Mauritius 11,115.47 37.25
2 U.SA. 4,912.75 15.80
3 Japan 2,059.33 6.79
4 Netherlands 1,987.18 6.65
5 UK. 1,911.77 6.26
6 Germany 1,338.88 4.27
7 Singapore 962.41 3.14
8 France 772.99 2.55
9 South Korea 748.98 2.28
10 Switzerland 613.58 1.98
1 Ity 485.74 1.58
12 Sweden 471.99 1.56
13 Hongkong 366.11 1.05
14 Audrdia 154.79 0.51
15 Denmark 156.49 0.51
16 UA.E. 140.95 0.50
17 Bdgium 142.41 0.46
18 Mdaysa 135.82 0.46
19 Cyprus 117.47 0.40
20 Russa 116.33 0.39
21 Caymanl|dand 103.46 0.37
22 Canada 105.39 0.35
23 BritishVirginia 81.42 0.28
24 Bermuda 70.51 0.23
25 Thailand 74.73 0.22
26 Phillipines 52.35 0.15
27 Finland 43.25 0.14
28 Luxembourg 41.05 0.14
29 |sreel 43.71 0.13
30 Audria 39.62 0.13
31 Spain 32.16 0.11

(00}
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(Amount in US$ million)

Ranks Sector Amount of % age of
FDI inflows total inflows
32 Baran 32.65 0.11
33 South Africa 30.87 0.11
34 Indonesa 30.32 0.11
35 West Indies 31.98 0.11
36 Oman 24.02 0.08
37 Nevis 19.17 0.07
38 Bahamas 20.76 0.06
39 IceLand 18.65 0.06
40 Irdland 19.80 0.06
41 Saudi Arabia 19.14 0.06
42 Moracco 15.21 0.05
43 Iran 19.66 0.05
44 Norway 14.40 0.05
45 Tawan 15.13 0.04
46 Gibrdtar 10.97 0.04
47 Bangladesh 9.66 0.04
48 Kenya 8.98 0.03
49 Panama 10.19 0.03
50 Sovenia 8.24 0.03
51 Korea(North) 8.36 0.02
52 Kuwait 6.09 0.02
53 Britishldes 5.38 0.02
54 Channd Idand 5.64 0.02
55 Sri Lanka 4.88 0.02
56 Tuniga 4.31 0.02
57 CzechRepublic 4.73 0.02
58 Liechtengtein 4.48 0.02
59 New Zedland 3.66 0.01
60 China 291 0.01
61 Ideof Man 2.85 0.01
62 Nigeria 248 0.01
63 Greece 2.68 0.01
64 Poland 2.00 0.01
65 Scotland 2.00 0.01

66 Sovekia 1.85 0.01
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(Amount in US$ million)

Ranks Sector Amount of % age of
FDI inflows total inflows
67 Uruguay 1.45 0.00
68 . Vincent 1.38 0.00
69 Liberia 1.36 0.00
70 Portugal 121 0.00
71 Cuba 1.04 0.00
72 Seychdlles 1.02 0.00
73 Ukraine 0.84 0.00
74 Uganda 0.81 0.00
75 Egonia 1.07 0.00
76 Bdorussa 0.90 0.00
77 Brazl 0.81 0.00
78 Madives 0.56 0.00
79 Aruba 043 0.00
80 Bhutan 0.61 0.00
81 Egypt 0.45 0.00
82 Madta 0.29 0.00
83 Hungary 0.31 0.00
84 Yugodavia 0.24 0.00
85 Columbia 0.25 0.00
86 Croatia 0.20 0.00
87 Muscat 0.28 0.00
88 Nepal 0.22 0.00
89 Tanzania 0.18 0.00
90 Bulgaria 0.14 0.00
91 Virginldands 0.13 0.00
92 Zambia 0.10 0.00
93 Turkey 0.10 0.00
94 Vienam 0.10 0.00
95 Qatar 0.09 0.00
96 Mayanmar 0.05 0.00
97 Peru 0.04 0.00
98 Mexico 0.04 0.00
99 Kazakhstan 0.02 0.00
100 Afghanigan 0.02 0.00

101 Romania 0.02 0.00
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(Amount in US$ million)

Ranks Sector Amount of % age of
FDI inflows total inflows

102 West Africa 0.02 0.00
103 Tatarstan 0.01 0.00
104 Argentina 0.01 0.00
105 Jordon 0.01 0.00
106 Yaman 0.01 0.00
107 Sudan 0.01 0.00
108 Syria 0.01 0.00
109 Madta 0.00 0.00
110 Lebanon 0.00 0.00
11 Georgia 0.00 0.00
112 CostaRica 0.00 0.00
113 NRI 310.98 0.96
114 Unindicated Country 301.49 0.95
Total 30,452.54 100.00
115 Advanceof Inflows

(from 1999 to 2004) 2,178.72 -
116 RBI’s—NRI Schemes 2,509.86 -
117 Acquigtion of exigting shares

(from 1996 to 1999) 1,848.86 -
118 Stock Swapped 61.20 -

Grand Total 37,051.18 -
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Table-4

Sector-wise FDI Inflows from August 1991 to December 2005

(Amount in US$ million)

Ranks Sector Amount of % age of
FDI inflows total inflows

1 Electrica Equipments

(Including computer software & electronics) 4,885.88 16.50
2 Trangportation Industry 3,143.09 10.34
3 Services Sector 2,971.66 9.64
4 Telecommunications 2,890.12 9.58
5 Fudls(Power & Oil Refinery) 2,521.49 8.41
6 Chemicals(Other than Fertilizers) 1,889.51 5.86
7 Food Processing Industries 1,173.18 3.67
8 Drugsand Pharmaceuticals 948.54 3.18
9 Cement and Gypsum Products 746.79 2.54
10 Metdlurgica Industries 627.32 2.12
n Consultancy Services 444.48 1.59
12 MiscellaneousMechanica & Engineering 491.45 151
13 Textiles(Includ Dyed, Printed) 430.07 1.32
14 Trading 374.23 1.16
15 Paper and Pulp including paper product 363.46 1.10
16 Hotel & Tourism 308.51 1.04
17 Glass 255.59 0.81
18 Rubber Goods 233.30 0.77
19 Commercid, Office& Household Equipment 231.67 0.66
20 Industrid Machinery 204.84 0.65
21 MachineTools 155.43 0.52
22 Agriculturd Machinery 135.50 0.43
23 Timber Products 107.12 0.37
24 Medical and Surgica Appliances 101.68 0.35
25 Soaps, Cosmeticsand Toilet Preparations 88.74 0.31
26 Ceramics 89.70 0.27
27 Earth-moving Machinery 73.91 0.26
28 Fertilizers 78.22 0.26
29 Fermentation Industries 76.52 0.25
30 L eather, Leather Goodsand Pickers 51.84 0.15
31 Glueand Gdlatin 36.04 0.12
32 Vegetable Oilsand Vanaspati 35.14 011

fee)
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(Amount in US$ million)

Ranks Sector Amount of % age of
FDI inflows total inflows

33 Prime moversother than Electrical 30.61 0.08
34 Industria Instruments 21.70 0.06
35 Sugar 17.27 0.06
36 ScientificInstruments 14.85 0.05
37 Photographic Raw Film and Paper 15.25 0.05
38 Dye-duffs 16.01 0.05
39 Boilersand Steam Generating Plants 5.01 0.01
40 Mathematica, Surveying and Drawing 0.00 0.00
41 MiscellaneousIndustries 4,166.86 13.79
Total 30,452.58 100.00
42 Advanceof Inflows

(from 1999 to 2004) 2,178.72 -
43 RBI’s-NRI Schemes 2,509.86 -
44 Acquigtion of exigting shares

(from 1996 to 1999) 1,848.86 -
45 Stock Swapped 61.20 -

Grand Total 37,051.22 -
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