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R Rerd d&
(Rrd=r agar Rrwm)
(herT PrTer)

ifdggar
oS, 7 S, 2013
el FeT geY (WRA & TN & feard el et grr
ufaeifd @1 3iaRor rar ReH) (At w@aer) Rffgeradh, 2013

e, 393(37).—faeel Har ydy HFARATA,1999 (1999 & 42) & URT 6 & 3T-URT
(3) & @s (@) AR URT 47 R Yo ATKAT BT GAT HA T, ARAT Rrd I veAegrr fach
A TG (ARG ¥ I} & gt fordlt cafs gRT gfaefa @1 3iRor ryar ) fafamemae,
2000 (3 #Z, 2000 &1 IFRAFIAT H. HAT. 20/2000-3RY) (38 I ‘A AfATAE@ & ® A
sfoafad) & Peafafaa gnya a&=ar &, 3ria.—

1. gffrg e 3R uRe

(i) ¥ RafATs el Aar vdy (WRT ¥ ar} & g fhdr <afh grr ufdsfa @1 3faor
31yar f@9a) (Fai amyd) RAfagarae, 2013 wgamga|

(iy 31 fafagat #, =g 3uafq & BISH I 13 TG, 2009 & 9L 2T
2. a1 RfaTs

Ao fafagamaet #, Afawsw 13 & g, Peafafaa a9 Afags 14 A seen, safE—
2768 GI/2013 ()]
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"14. ARNT Fufaat F po RASM @A, s dufaal & Fafdca & 3iawor 3R Ao o
AT Hufal gRT S3aEH fAaer i v & fow feanfader

oRHWIT : 38 fAafags & uiea & fow
1(1) Tarfdrea 3R =0T @1 3

(@) 'TAarht sRd aniRel gRT T@fAgd’ Huedr Wl dRAT duer g, s sox @ 3w
gelt et s et 3iR/3ar ard dufagl, st Aar) aRdE anlel grr 3ida:
Tafdgpa 3R fAEfa € grT Rafed & sv & w@fgpa @ ey dueh & Farh aRd
Al gRT ‘AEa @@en swen, I Parh SRA anRet 3R gRd dufadl, St Sar
AR aAniest g1 Farfdgpd 3R AEfa &, o & ot & sfoaey g & Aghes & fov
HAFR urd &

(@) 'IfAafaat gRT TR d’ et & 7Y T AR HUH F § STl AfAaradr gRT TH HuAr
1 50% A 3w GG RafFEd & &0 d wafga &; 3Rt grr [IfRa dua o 79 &=h
AR &UeT & &, SRl AfAaradr &f 0 duedr d 3a6 Jwey Agee & Gghe & oo
3fIPR ura &f;

(1) 'gcaer Tl @R & 7Y el tedsr @ 9RAY Huah & urg Ay & &, s & o4
fder, gag-gag W U M, 3 #, 2000 H HAFIAT H. BAT. 20/2000-HRET HT HFHA
1, 2, 3, 6 3R 8 & 3iaeTd fram =T &Y

(1) sEaedta A &1 31 08 gcger fadeh Py 4 ¥ S e AR Huel grr fee 3=
HRAT HUT 3 RS 3Uar 319 & Arha fopar I &v;

(IV) Rfcger dualr’ & 31 o & S duehr 3RETA, 1956 3 &§ = oo & §;

(V) '3gcaet fagelr fader & 3y facel fader g fee oA duell grT fRel 3= o
HUAr # fpT aU AT ARG @ §, 9 (T) ARAT HueAr Farl AR aniienl gRT Farilgd
AR RT3/ suar aRd dufaar S A SR aeRel g1 Fafdea AR BT F &
g (&) STl ARAT HueAr foRdT AfaarT gRT Farfgd ryar Famd &l

aufy, 3uarg & ¥ A, R FRRa-ae-Aduewd/Aaedl dufadr 6 100y Farfdgd dedd
dufaal & meger el fder sria-we-armdl/Adusdt dufaat & gu fach @ag aw
AT gl

(M) 'fdumdt dUar &1 37Y T ARSI duah F § S R 30T URAY Ut /aufagt #, o
PR arikar/gfasfaat &1 ¢fE o Slsaw, Fad UcdsT J¥ar Aucger fadw aror fFe g;

(MI) '3frard TR &1 3 ARG & I & faard et <afe & ¥ (a7 76 $a1,1999 & ary
2 (zeeg) & uRenfa ¥);

Mil) 'ar tREr & 3 #Rg & ol <ofs ¥ ¥ (Safes $ar, 1999 & ary 2(d) &
gRea &), oad s anfae a8 §;

(iX P 9RAE aERe @& 3 3@ w0 & o Smwen Sarfe R aniear e,
1955 & H1YU, §Yh & A, TS BAT, 1999 & ded #RA A fFard <afh &1 aRemwr & f&ar =
e
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(X) fere HRAT Ut # Por fagel fAaer, ucger 3T ruczer fagel f&aer &1 dwr gl

2. YA sufaar & oy wf@aRal & sy-ary Gart sardg oieds, ar, grr foear s
Fhar &1 pd IRA duah F A1 g [, ugcger el e &1 Fa sarRd tieds
grRT fpu v fder A g el AR afaard @3, aen, aifde g s§ ueR, W aRd
HUAT # 3ucTst faceh fAder ghm, Ife sEH fAdy Ha gl ARAT duedt # fagel fader &
3ycger Ay FACE TS Toaax I o foRar S @ehar g

go fageh fAder st et ol duelr & geaar 3R 3mweger Rl @der i qorEr F o
fEenfAdar

3. (i) ucaer faeeh PRy & 3uEr - SR Fueh F wfar) tREAS gRT R v gl ycuer
aen &Y uEr ‘ucheT Al [l &k T F Hr Ul

(i) 3rocmer Rl @A A 7o - fFl 30T WRAT Sue F e due gRr Rhu arw Eyet
3vcger fagelt Ay @ 3rgcger facl Faer & svrer & gdiea & for sucger fagedh @aer
AT ST g AUl SHOT (@I IR & FAifeh prRRI-Hg-adehdl/fAaeeparl dufaat &
100% TP HEFh HUAAT # SBATCHA aer, eifessr duear gRT fhv v Ader & A= gar
t 3R smaeE A @%Wam?ﬁaﬁrqﬁ'cgﬁr (mirror image) BT ATl Ig UG, BIeliich
el

(i) go fageh fRw & e & afier TR Fuft & s TR W oge Ay @ sw
UPR Ucdh AR HUer & foT e d odr o]

(V) ifaRera 3nderd

() WRAT dueA/dufadl d e a@ are fadelt dr & agol @R, Gad Farfdca & @R
sfe anfde & AR Fued/Fufaal & FFor & IR @9 dudd/Aufadl gRT ARG AR &
HAGA od FAT UEdd fpw Smaar|

(@) W s/l Tae Fafa gl @ar &g SR Igaea 3ufaa & & §99 & 3R
T A, T8 MWRURDT & @</ § 08 WER R @ fdeed #Aso & g a1 ARISR
& TN AT AIUTRCAT & Jofell F 3Hurcleled & & Yer fhv 770 AGIRIGRT A1 37 fohell graiaven
AHS W IHA ISl &, b FIU F gHiceaadedt WG T Faar & Seh @iiRu] HgAIGHDAT
TRy fagel e & gdlead @ Fafd A W TuR aXd §AI EMidca vd fog+or
fAuia &a §g T8 WER &R W AR wam|

(31) STET a9 AV ITFAET H FIY & & VU &1, e &SHAR Scadd e Aaifa & a8 §, 3
gFaR faceh e Her & 3w g, [Farh aRdw anfel 3k s dufadl, s R
amiiepl & Farfdica g fATaondia §, gRT aTHeRY U # FIAGd/9Rd/d &g & gl afzu]

(@) 3¢ Us & AR @’ &), oad fow smar @9 49% @ od fAuiRa & 78 ¢, @ g
HTAT AR ARG AR WRAT ARl & Tarfdca g [@Fomfld yRd dufadi grr
“Fafga 3R IR e smaas B

() 38 TISEY, §a8 I3 MRURSG gRT IR 3fFadl o 3fFadl & dA-U-FHA 51%
gt Tifeul 38 FadY & Iddia dud RfATH, 1956 Hr UrT 4v F FYOReRT
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TS 87 & Jat AR Fdefas ey gt grr aia sfdadr afder a8 &1 39
AR H Ugad CHIH 93 HRAT MRURS” Aeg & Haod Aeafaf@a #ah & 4 frelr
T I1 389 S A e gl -

() dTThd IRYRE & ATAS &,
(Fwl)  Fafhd AIYURS,

(Pepli) MWRURS &1 oG RSN A U 3RAFTH, 1956 & 9RT 6
ffaféte arcud & 3igeid 3mar @,
@siii) W duA/HuA Tog, e gdua # dufee dmuRe/fig
e aRar anfAa 8 3R 39 g Agae RafQer @
(PE) HRA HUAT &b ATHS H,
(FEl) HRAT dued
(@Eil) Uve & ydy-da IR Taffca @EFor F gda ae AR
wufadt & ToE|
(@) 38 €3 & JAISE, “HRAT HUAT BT dicud 389 dud § & Tad oo B A e
Fardy IRAT a1 3T RAdeR, 5we gayu F wuar JfAfaga, 1956 61 9RT 6 H

aReTT Sfeafla & & MRRUIRA Thel ®U & AT HYFd §T @ HA-Q-HH 51% &N
R

@) aerd, 3uded 3U-el (deh) IR (H@) A sfocfla q@f a1 ey deasd & d@gad
FT & AHS FH AP URET ek HUAT & FI-TATeld A Th Tdhol 3HS & &7 A
P B g S T qASN NG 55 ol

(3) IE o5 cafs v HfAa TN g OIRG dHGR RARSR & d9 F ARAT HuAr
HRAATH A gRT 1878 F IHFAR BWUT HT @ o 30 AT A 370 A B el fFaer Hr
HIfe A enfdrer fpar sirwam, s & ag fAder fohdl ey AR aeie grr fear o 2l

4. 30qFd ANfd @ sI-ugfa @t & A fpr o are por fach fader & fayiond ameg geh,
STafs st 3 &1 enfe A €, e dau A frdr gl ar s # ez Rfafise fear
Bl 3 gegel g wieT fagelt aer & sudad e-ugfa @ a1 W a4 el o dafa
fafagamae grr R_fafda fear smar s @

W a5, Sad ey & swugw @ PuiRg & € ¥ F iadia aRd sufaat &
TAIAT/HRANT AP 3R AR oAl @ aRd sufaat § wafdica ar @AgFor F 3iavor
wadr RGem-fAger

5. 3d & WY-HY, T 3cUed, arg A {aW, Hdo-gsfodr dars, nfed gafeasior
uge dfed W@ sE/afafafer oad @amw onp € 39 @l AHEAl A @AR @
HIAGA/THITSUIET BT HgAG UfATT gl STel:

(1) 1% YR Huer fageh P @ T & o1 & @ 3R s5er Tarfdca e Hard
T &1 F B oAT
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(I1) P 9RAT du=l Tl @A & Tfa & o7 @ & 3R s7ar Ao Rl Gardh
AT &1 o & ar

(i) e ASEr 9RAT U w1 g0, SEer adaa w@fdca ar @gFor @ard
HRAT ARTRST 3R AR dufadl & o &, S el AR anier & Farfdca ar
FeEor & ¢ 3R gEedd, Aoga/RueE, s anfe & IRT Rl fEarE @
386 WRT & IJaRaT gA/3R 1 JU MR & IR FS & Fokdsy 3¢ fopdr IfFardh
BT B gEaTaRa fhaT Swen /AT S | @ AT

(V) fre AlSEr wRT Ul &1 Ta@rfdca, e adae Tarfdca a1 HEEer Rard
ARG AFR@E 3R 9RA Hufaat & o ¢, ot Farh 9Rd aniet & Tarfdca ar
Fgaer & § 3R geaRes, Rowa/fRwem, Qg e & aRe Rl sifFah @
3% MRT & IJART @A/3R 1 AT MWRT F T S F Fokawy 3¢ fhar faardr
Repra B FEAART fhar STTen/ T ST @I @ ar

(V) g8 Tose fopar oirar ® o6 o ei/afafafaat o fagsh @ar fir &% der JuiRa

T& oS ¥ ger ¥ RenfAgy A€ amy e Ui e IeERE T F 100% fagh @aer

&1 Al

M) ucaer Tl faaer & 7o e & fow faeel e & ded et yRAT due &
SBARHA a9 & ®0 A v 7w F9f geR & ucgel faceh faaer nfde g6 3w uaea & fow
oo a¥ &7 31 AT &1 RUTA $ IFIR THIMIMS, TAINRAS AT FUGHTS HT Gehifordr fFaer
o & forar Smwem, IereRor & fow, facd™ a¥ 2011-12 & o fageh Ay & Fwreh & o,
31 AT 2011 & HFER A H feae # forar soem s wfafked, thsamg, oRa R e
gedecde, TEIHNR/SNEIAR, thddr o off feamar #F foram Smoenm| s R, AgEEr 1,2,3,6 991 8
& 3T fopr v fAaer feame & foro Smoen)

W AR U= gRT SFaEH RAer S Rardy gear/geansit & Tarfdca/Agaor F a8 #

6. (1) forel 3= R Huel & T WRAT HUel &1 SFAEEH fovder s foard) geur/aean3it
F TafAca/AII0T A A §, 3T 3T ARAT HUAT gRT PRRA & & au & Forg &g gaer
e, Udt qAT STaad AT & 37NT 9

feogoft : 31 Ja$ 2012 |, et dfhor dueht s dfbor R_fagea sfRfATw 1949 & amr (5) &
s (&) # FuoReRa § 3R S oRa & @[afaa § 3Rk S srfaafl/sifaard e/ sfaard
FEA3T & Fafdca H qur/A fAgEer d g @8R & 3 ar R 3w %o geeted
franfafa & e a1 coifes et & o %oT F gF & FROT AW & ’AIEYT F v fvw Iw
IEARIA fAde @1 3ucye fackh A A% #AET Swem| Jumy, 3a% ‘TWfod sEaTs
seatedic @ ucel fageh Ay & ar Swem 3@ e & fow, ‘TS smaee
gearcde &1 AU g 3 b Fufadl grRT e Ferd EEATHI, HYFd ITAT IUT Fedg
qEATHT A fAder

(1) AT SufAEl grT sBaedd RAae Reafaf@d aaf & 3rde e

(h) T TN B Y AU F 30 fgT & AT httpy//www.fipbindia.com T IUcled BHA
TEAEH AT A gIAr vEdmsT, WS g vEInSUh @1 e Bl s &
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(@)

()

(%)

JaAT AT # A9y d eI & @y @ foma 3 F fhe v g (Rear
HIGHA & AU/ TTEAR BREHA & f&=n);

R adHATT HRAT dualr & Al SFady & ARTHA T sFAEHA A 37 QD
#izsed & "ebeu g1 Afaq wafdia aar @ifRv 3 AWuRST & R M, afe 7
E

AW &1 AT /3A0T/Hea fFuRor/degueed /IR & adaa fernfadart
& IFEAR BN,

SEAEIA A & Uy & U siEzad [@der o arell $RA™ wufaar @t
3maeTd /A Al gt @ e g F & ARAT e i A @1 g e
Sea| JAf sEd A ydifard aRa drell $ufadl & YRS aeR & &st o
T A1 A& Swem| R YRAT du HF AARS 3UTA] §RT S3aEH fAder hael
T e &, 9 g Rl gl aRAT dued/aufaat & @eh #@ A e o
afeafed @ 3R 59 g8 W RU gauEt qur A gofa & 3gaEr 8-

(31) frer 0T HRAT dUAl S dad Hed ARARI dUA/dulAdl T gt # Ader
A F BRI A SR, H AU F T, EHR/TEIEUN f qd IgaAfa maas
eeft, T fagel e Reaeh & R @1 & rar frdar & REaRa & @ e
A (vrdams) & afa-fdat & e sgafka ey R-dfver e Fufaat
(vaduwEr) & fageh fFaer 3o feanfadent & Rega 1 & dovas &t F & 75 odf &
3ER B

(3M) FAFET/THE FT F T FF F g duladt w sae Jfaks dprEd & o
RS & FAgaa gadr fganfaden @1 uraa wwar gem

(3) fordt O AR due F Rl Ay v F T, Sod oREree @ @ ®
3R Sraedr 1S sizardte fAaer off ag &, TR HT/TEIMEUE $T Al 3MaeTh
e, Hor & Al A & AR a1 A $o o @ sas 3AfRke J9 o o
FUA PRIAR URFH HIAT § AT 33ATIA AAq R & O 39 Gafda &7 gadt gawr
&, Ul AT STUdH AT BT UTelad HIAT B9 |

Rugofr: 3= oIRAT wufaat # g Py Tefa & el yar &, odt aur
Seadd HAT & AT/ ATl & AT Ml (F) UUA TR W UHSIAE U A
aTell AR S, T THSIMS dl & AUl & v STReR & o 6 ufadfaa
& # e HucIsT fageh fAdewr a &, udw w, g TR W frd dermd Fuer #
3HP gRT ai3aLid A & for e dern/erd 3R s R & o, a1ffe 3maR
W 3Ua Hifafe oi@r gdietehl ¥ Si3aAEH A qur AT suddl & JI9 H U
& YHATUIUT UTE HIf| Ie Fifafe o@r udietes 3 39 3T &l YA0NT & oar ¥
5 s3aed® R aur Bar oadf & Fguied du F o I §, A Jg a2 "R
HUA f e RaE & g sfeafaa e s gy a@ifafe @ oders a
wad RUE & &, ar sad JeEelt id "R Red d@, el g fawmr & 3@
& wEteg @ & el ad 3RER & #F duer o1 datey fya § 3k g
FETT A 3T AT H gradh g el 5 wad RO g 23 H guar & § 78 R
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T FRTET & T FRas & RO el qgar e, S eRted, B, Aq98,
400001 &Y &Im |"

3. gy 1 @ HAMYA
A fafagamad #, g 1 # I 2 # 3u-RAE (1) F Regd o @eafarad
& yfasenia fear smoen, ad: -

“gard fF AR Hud grT AW T uRadANT B R ARAT Hu F adHET
MWRT & 3fgEer & for I A& 7Y o1 wI auf gezsr el Ay ug &= &
AR HUA gRT Sizaedia Taer & gafa afaaer 14 3 fafiidse dar oo e
Bram|

[¥. BH1. 278 / 2013—31R4N]
Tg ARMOT &Y, YA T HAeUCUD

g fewuht : ygw Auea aadh ueud gRT waf. @Edr. 406(31) fedie 8 @S 2000,
AT 11, WS 3, 30-Ts (1), & yemiia fpar /2 3R ag & Heagar @nfaa fear o

() wHLfA. H. 158(37) f&dAlh 02.03.2001
(@) wHLfA. |, 175(31) &l 13.03.2001
() |HLA. H. 182(31) & 14.03.2001
(@) |, |, 4(37) & 02.01.2002
(3) Waf. 9. 574(31) & 19.08.2002
() wHLfA. g, 223(31) &ARD 18.03.2003
(@) |HLfA. °. 225(37) &b 18.03.2003
(SN @A |, 558(31) AT 22.07.2003
EwHLfA . 835(3) f&did 23.10.2003
(1) B |, 899(37) & 22.11.2003
() |af. €. 12(31) faiw 07.01.2004
(3) WHLA. |, 278(37) f&ih 23.04.2004
(3) ALHLA. H. 454(31) AR 16.07.2004
(@) wHLf. °. 625(37) f&aid 21.09.2004
(o) |HLA. ", 799(37) &b 08.12.2004
() |af. |, 201(31) &AM 01.04.2005
() FLwLA. F. 202(31) AR 01.04.2005
() WHLfA. H. 504(37) f&aid 25.07.2005

(&1) A1, g.. 505(37) fedid 25.07.2005
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(@) |arfA. |, 513(37) feih 29.07.2005
() wHLfA. |, 738(37) f&arh 22.12.2005
(U) wHLfA. |, 29(37) f&ah 19.01.2006
(w)wHLA. |, 413(31) & 11.07.2006
(@) "at. 9. 712(37) & 14.11.2007
(W) \aA. 9. 713(37) & 14.11.2007
@ |aA. | 737(31) f&ad 29.11.2007
(@) |aA. |, 575(31) f&ih 05.08.2008
Q) |aLA. g, 896(31) f&aid 30.12.2008
) & 9. 851(37) feaia 01.12.2009
() |aLA. |, 341 (31) AR 21.04.2010
() WLaIMA. H. 606(37) f&eTieh 03.08.2012
() ®aIA. |, 795(31) &A™ 30.10.2012
(@) |a. €. 796(31) f&ih 30.10.2012
() |LALA. H. 797(31) &ATs 30.10.2012
(¥) H&LA. H.946(37) 31.12.2012

(T) |rerfa. 9. 38(37) fedid 22.01.2013

@ waf g e

() WA E.__ e
(@@) WA e feamw
@mn) wef E§_ feas
(g) wefaa_ feamw

(35) WL T.195 (37) &P 01.04.2013

RESERVE BANK OF INDIA
(Foreign Exchange Department)
(Central Office)
NOTIFICATION
Mumbai, the 7th, June, 2013

Foreign Exchange Management (Transfer or Issue of Security by a Person Resident outside India) (Ninth
Amendment) Regulations, 2013

G.S.R. 393(E).—In exercise of the powers conferred by clause (b) of sub-section (3) of Section 6 and Section
47 of the Foreign Exchange Management Act, 1999 (42 of 1999), the Reserve Bank of India hereby makes the
following amendments in the Foreign Exchange Management (Transfer or Issue of Security by a Person
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Resident outside India) Regulations, 2000 (Notification No. FEMA 20/2000-RB dated 31 May 2000),
hereinafter referred to as 'the principal Regulations,' namely:-

1. Short Title & Commencement:-

(6)) These Regulations may be called the Foreign Exchange Management (Transfer or Issue of Security by
A Person Resident Outside India) (Ninth Amendment) Regulations, 2013.

(ii) Save as otherwise provided in these Regulations, they shall come into force from the February 13,
2009.

2. New Regulation
In the principal Regulations, after Regulation 13, the following new Regulation 14 shall be added, namely:-

"14. Guidelines for calculation of total foreign investment in Indian companies, transfer of ownership
and control of Indian companies and downstream investment by Indian companies

Definition : for the purpose of this regulation,
1 (i) Ownership and Control shall mean

a) Company ‘Owned by resident Indian citizens’ shall be an Indian company if more than 50% of the capital in
it is beneficially owned by resident Indian citizens and/or Indian companies, which are ultimately owned and
controlled by resident Indian citizens; Company shall be considered ‘Controlled' by resident Indian citizens if
the residents Indian citizens and Indian companies, which are owned and controlled by resident Indian citizens,
have the power to appoint a majority of its directors in that company;

b) Company ‘Owned by non-residents’ means an Indian company where more than 50% of the capital in it is
beneficially owned by non-residents; Company ‘Controlled’ by non-residents means an Indian company where
non-residents have the power to appoint a majority of its directors in that company;

(ii) ‘Direct foreign investment’ shall mean investment received by an Indian Company from non-resident
entities regardless of whether the said investments have been made under Schedule 1, 2, 3, 6 and 8 of the
Notification No. FEMA. 20/2000-RB dated May 3, 2000, as amended from time to time;

(iii) ‘Downstream investment’ means indirect foreign investment, by one Indian company into another Indian
company, by way of subscription or acquisition;

(iv) ‘Holding Company’ would have the same meaning as defined in Companies Act 1956;

(v) ‘Indirect foreign investment’ means entire investment in other Indian companies by an Indian company (IC),
having foreign investment in it provided (a) IC is not ‘owned and controlled’ by resident Indian citizens and/or
Indian Companies which are owned and controlled by resident Indian citizens or (b) where the IC is owned or
controlled by non-residents.

However, as an exception, the indirect foreign investment in the 100% owned subsidiaries of operating-cum-
investing/investing companies will be limited to the foreign investment in the operating-cum-investing/
investing company.

(vi) ‘Investing Company’ means an Indian company holding only investments in other Indian company/ies
directly or indirectly, other than for trading of such holdings/securities;

(vii) ‘Non-Resident Entity’ means ‘person resident outside India’ (as defined at Section 2(w) of FEMA, 1999);

(viii) ‘Resident Entity’ means ‘person resident in India’ (as defined at Section 2(v) of FEMA, 1999), excluding
an individual;

(ix) ‘Resident Indian citizen’ shall be interpreted in line with the definition of person resident in India as per
FEMA, 1999, read in conjunction with the Indian Citizenship Act, 1955.

(x) ‘Total foreign investment’ in an Indian Company would be the sum total of direct and indirect foreign
investment.

2. Investment in Indian companies can be made by both non-resident as well as resident Indian entities.
Any non-resident investment in an Indian company is direct foreign investment. Investment by resident Indian
entities could again comprise both resident and non-resident investments. Thus, such an Indian company would
have indirect foreign investment if the Indian investing company has foreign investment in it. The indirect
investment can also be through multi-layered structure.
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Guidelines for calculation of total foreign investment, i.e., direct and indirect foreign investment in an
Indian company.

3.(i) Counting of Direct foreign investment: All investments made directly by non-resident entities into the
Indian company would be counted towards 'Direct foreign investment'.

(ii) Counting of indirect foreign Investment: The entire indirect foreign investment by the investing company
into the other Indian Company would be considered as indirect foreign investment for the purpose of
computation of indirect foreign investment. However, as an exception, the indirect foreign investment in the
100% owned subsidiaries of operating-cum-investing/investing companies will be limited to the foreign
investment in the operating-cum-investing/ investing company. This exception has been made since the
downstream investment of a 100% owned subsidiary of the holding company is akin to investment made by the
holding company and the downstream investment should be a mirror image of the holding company. This
exception, however, is strictly for those cases where the entire capital of the downstream subsidiary is owned by
the holding company.

(iii) The methodology for calculation of total foreign investment would apply at every stage of investment in
Indian companies and thus in each and every Indian company.

(iv) Additional requirements

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

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

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

(D) In the I& B and Defence sectors where the sectoral cap is less than 49%, the company would need to be
“owned and controlled” by resident Indian citizens and Indian companies, which are owned and controlled by
resident Indian citizens.

(a) For this purpose, the equity held by the largest Indian shareholder would have to be at least 51% of the
total equity, excluding the equity held by Public Sector Banks and Public Financial Institutions, as defined
in Section 4A of the Companies Act, 1956. The term “largest Indian shareholder”, used in this clause, will
include any or a combination of the following:

(aa) In the case of an individual shareholder,
(aai) The individual shareholder,
(aaii) A relative of the shareholder within the meaning of Section 6 of the Companies Act, 1956.

(aaiii) A company/ group of companies in which the individual shareholder/HUF to which he
belongs has management and controlling interest.

(ab) In the case of an Indian company,
(abi) The Indian company
(abii) A group of Indian companies under the same management and ownership control.

(b) For the purpose of this Clause, “Indian company” shall be a company which must have a resident Indian
or a relative as defined under Section 6 of the Companies Act, 1956/ HUF, either singly or in combination
holding at least 51% of the shares.

(c) Provided that, in case of a combination of all or any of the entities mentioned in sub-clauses (aa) and
(ab) above, each of the parties shall have entered into a legally binding agreement to act as a single unit in
managing the matters of the applicant company.
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(E) If a declaration is made by persons as per section 187C of the Indian Companies Act about a beneficial
interest being held by a non-resident entity, then even though the investment may be made by a resident Indian
citizen, the same shall be counted as foreign investment.

4. The above mentioned policy and methodology would be applicable for determining the total foreign
investment in all sectors, except in sectors where it is specified in a statute or a rule there under. The above
methodology of determining direct and indirect foreign investment therefore does not apply to the insurance
sector which will continue to be governed by the relevant Regulation.

Guidelines for establishment of Indian companies/ transfer of ownership or control of Indian companies,
from resident Indian citizens and Indian companies to non-resident entities, in sectors with caps.

5. In sectors/activities with caps, including, inter-alia, defence production, air transport services, ground
handling services, asset reconstruction companies, private sector banking, broadcasting, commodity exchanges,
credit information companies, insurance, print media, telecommunications and satellites, Government
approval/FIPB approval would be required in all cases where:

(i) An Indian company is being established with foreign investment and is not owned by a resident entity or

(ii) An Indian company is being established with foreign investment and is not controlled by a resident entity
or

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

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

(v) It is clarified that these guidelines will not apply to sectors/activities where there are no foreign
investment caps, that is, where100% foreign investment is permitted under the automatic route.

(vi) For the purpose of computation of indirect foreign investment, foreign investment shall include all
types of direct foreign investments in the Indian company making downstream investment. For this purpose
portfolio investments either by FIIs, NRIs or QFIs holding as on March 31 of the previous year would be
taken into account. e.g. for monitoring foreign investment for the financial year 2011-12, investment as on
March 31, 2011 would be taken into account. Besides, investments in the form of Foreign Direct Investment,
Foreign Venture Capital investment, ADRs/GDRs, Foreign Currency Convertible Bonds (FCCB) will also
be taken in account. Thus, regardless of the investments having been made under Schedule 1, 2, 3, 6 and 8§,
the same will be taken into account.

Downstream investment by an Indian company which is not owned and/or controlled by resident
entity/ies.

6. (i) Downstream investment by an Indian company, which is not owned and/ or controlled by resident
entity/ies, into another Indian company, would be in accordance/compliance with the relevant sectoral
conditions on entry route, conditionalities and caps, with regard to the sectors in which the latter Indian
company is operating.

Note : With effect from 31st day of July, 2012, Downstream investment/s made by a banking company, as
defined in clause (c) of Section 5 of the Banking Regulation Act, 1949, incorporated in India, which is
owned and/or controlled by non-residents/ a non-resident entity/non-resident entities, under Corporate
Debt Restructuring (CDR), or other loan restructuring mechanism, or in trading books, or for acquisition
of shares due to defaults in loans, shall not count towards indirect foreign investment. However, their
'strategic downstream investment' shall count towards indirect foreign investment. For this purpose,
'strategic downstream investments' would mean investment by these banking companies in their
subsidiaries, joint ventures and associates.

(ii) Downstream investments by Indian companies will be subject to the following conditions:

(a) Such a company has to notify Secretariat for Industrial Assistance, DIPP and FIPB of its downstream
investment in the form available at http://www.fipbindia.com within 30 days of such investment, even if
capital instruments have not been allotted along with the modality of investment in new/existing ventures
(with /without expansion programme);
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(b) downstream investment by way of induction of foreign equity in an existing Indian Company to be duly
supported by a resolution of its Board of Directors as also a Shareholders” Agreement, if any;

(c) issue/transfer/pricing/valuation of shares shall continue to be in accordance with extant SEBI/RBI
guidelines;

(d) For the purpose of downstream investment, the Indian companies making the downstream investments
would have to bring in requisite funds from abroad and not use funds borrowed in the domestic market.
This would, however, not preclude downstream operating companies, from raising debt in the domestic
market. Downstream investments through internal accruals are permissible by an Indian company engaged
only in activity of investing in the capital of another Indian company /ies, subject to the provisions above
and as also elaborated below:

A. Foreign investment into an Indian company, engaged only in the activity of investing in the
capital of other Indian company /ies, will require prior Government/FIPB approval, regardless of
the amount or extent of foreign investment. Foreign investment into Non-Banking Finance
Companies (NBFCs), carrying on activities approved for FDI, will be subject to the conditions
specified in Annex-B of Schedule 1 to these Regulations;

B. Those companies, which are Core Investment Companies (CICs), will have to additionally follow
RBI's Regulatory Framework for CICs.

C. For infusion of foreign investment into an Indian company which does not have any operations
and also does not have any downstream investments, Government/FIPB approval would be
required, regardless of the amount or extent of foreign investment. Further, as and when such a
company commences business(s) or makes downstream investment, it will have to comply with
the relevant sectoral conditions on entry route, conditionalities and caps.

Note: Foreign investment into other Indian companies would be in accordance/compliance with the relevant
sectoral conditions on entry route, conditionalities and caps.

(e) The FDI recipient Indian company at the first level which is responsible for ensuring compliance with the
FDI conditionalities like no indirect foreign investment in prohibited sector, entry route, sectoral cap/
conditionalities, etc. for the downstream investment made by in the subsidiary companies at second level and so
on and so forth would obtain a certificate to this effect from its statutory auditor on an annual basis as regards
status of compliance with the instructions on downstream investment and compliance with FEMA provisions.
The fact that statutory auditor has certified that the company is in compliance with the regulations as regards
downstream investment and other FEMA prescriptions will be duly mentioned in the Director’s report in the
Annual Report of the Indian company. In case statutory auditor has given a qualified report, the same shall be
immediately brought to the notice of the Reserve Bank of India, Foreign Exchange Department (FED), Regional
Office (RO) of the Reserve Bank in whose jurisdiction the Registered Office of the company is located and shall
also obtain acknowledgement from the RO of having intimated it of the qualified auditor report. RO shall file
the action taken report to the Chief General Manager-in-Charge, Foreign Exchange Department, Reserve Bank
of India, Central Office, Central Office Building, Shahid Bhagat Singh Road, Mumbai-400001."

3. Amendment of Schedule 1

In the principal Regulation, in Schedule 1, in paragraph 2 for the proviso to sub-paragraph (1), the following
shall be substituted, namely;-

“Provided that the shares or convertible debentures are not being issued by the Indian company with
a view to acquire existing shares of any Indian company. However, downstream investment by an
Indian company receiving Foreign Direct Investment would be permitted to the extent specified in
Regulation14.”

[No. FEMA, 278/2013-RB]
RUDRA NARAYAN KAR, Chief General Manager—in-Charge

Foot Note:—The Principal Regulations were published in the Official Gazette vide G.S.R. No.406 (E) dated
May 8, 2000 in Part II, Section 3, sub-Section (i) and subsequently amended as under :—

G.S.R.No. 158(E) dated 02.03.2001
G.S.R.No. 175(E) dated 13.03.2001
G.S.R.No. 182(E) dated 14.03.2001
G.S.R.No. 4(E) dated 02.01.2002
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G.S.R.No. 574(E) dated 19.08.2002
G.S.R.No. 223(E) dated 18.03.2003
G.S.R.No. 225(E) dated 18.03.2003
G.S.R.No. 558(E) dated 22.07.2003
G.S.R.No. 835(E) dated 23.10.2003
G.S.R.No. 899(E) dated 22.11.2003
G.S.R.No. 12(E) dated 07.01.2004
G.S.R.No. 278(E) dated 23.04.2004
G.S.R.No. 454(E) dated 16.07.2004
G.S.R.No. 625(E) dated 21.09.2004
G.S.R.No. 799(E) dated 08.12.2004
G.S.R.No. 201(E) dated 01.04.2005
G.S.R.No. 202(E) dated 01.04.2005
G.S.R.No. 504(E) dated 25.07.2005
G.S.R.No. 505(E) dated 25.07.2005
G.S.R.No. 513(E) dated 29.07.2005
G.S.R.No. 738(E) dated 22.12.2005
G.S.R.No. 29(E) dated 19.01.2006
G.S.R.No. 413(E) dated 11.07.2006
G.S.R.No. 712(E) dated 14.11.2007
G.S.R.No. 713(E) dated 14.11.2007
G.S.R.No. 737(E) dated 29.11.2007
G.S.R.No. 575(E) dated 05.08.2008
G.S.R.No. 896(E) dated 30.12.2008
G.S.R.No. 851(E) dated 01.12.2009
G.S.R.No. 341 (E) dated 21.04.2010
G.S.R.No. 606(E) dated 03.08.2012
G.S.R.No. 795(E) dated 30.10.2012
G.S.R.No. 796(E) dated 30.10.2012
G.S.R. No. 797(E) dated 30.10.2012
G.S.R. No.946(E) dated 31.12.2012
G.S.R. No.38(E) dated 22.01.2013

G.S.R.No. dated
G.S.R.No. dated
G.S.R.No. dated
G.S.R.No. dated
G.S.R.No. dated

G.S.R.No.195(E) dated 01.04.2013
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