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Master Circular No.2/2009-10 July 01, 2009

To,
All Category - | Authorised Dealer banks

Madam / Sir,
Master Circular on Foreign Investment in India
Foreign investment in India is governed by sub-section (3) of Section 6 of the Foreign
Exchange Management Act, 1999 read with Notification No. FEMA 20/2000-RB dated May 3,

2000, as amended from time to time. The regulatory framework and instructions issued by the

Reserve Bank have been compiled in this Master Circular. The list of underlying
circulars/notifications is furnished in Appendix. In addition to the above, this Master Circular also

covers the following areas:

Q) Acquisition of immovable property which is regulated in terms of Section 6(3) (i) of
Foreign Exchange Management Act, 1999 read with Notification No. FEMA 21/ 2000-RB
dated May 3, 2000;

(i) Establishment of Branch/Liaison Office in India, which is regulated in terms of Section
6(6) of Foreign Exchange Management Act, 1999 read with Notification No. FEMA 22/
2000-RB dated May 3, 2000; and

(i) Investment in capital of partnership firms or proprietary concern which is regulated
in terms of Section 2(h) of Section 47 of Foreign Exchange Management Act, 1999, read
with Notification No. FEMA 24/2000-RB dated May 3, 2000.

2. This Master Circular is being issued with a sunset clause of one year. This circular will

stand withdrawn on July 1, 2010 and be replaced by an updated Master Circular on the subject.

Yours faithfully,

(Salim Gangadharan)
Chief General Manager-in-Charge
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Foreign Investments in India—Schematic Representation:
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Section - I: Foreign Direct Investment

1. Foreign Direct Investment in India
Foreign Direct Investment (FDI) in India is governed by the FDI Policy announced by the

Government of India and the provisions of the Foreign Exchange Management Act
(FEMA), 1999. Reserve Bank has issued Notification No. FEMA 20 /2000-RB dated May
3, 2000 which contains the Regulations in this regard. This Notification has been amended

from time to time.

2. Entry routes for investments in India
(i) Foreign Direct Investment is freely permitted in almost all sectors. Under the Foreign

Direct Investments (FDI) Scheme, investments can be made by non-residents in the shares /
convertible debentures / preference shares® of an Indian company, through two routes; the
Automatic Route and the Government Route. Under the Automatic Route, the foreign
investor or the Indian company does not require any approval from the Reserve Bank or
Government of India for the investment. Under the Government Route, prior approval of
the Government of India, Ministry of Finance, Foreign Investment Promotion Board (FIPB)

is required.

If the investor has existing venture or tie-up in India as on January 12, 2005, through
investment / technical collaboration / trade mark agreement in the same field in which the
Indian company, whose shares are being issued, is engaged, he has to obtain prior
permission of Secretariat of Industrial Assistance (SIA) / Foreign Investment Promotion
Board (FIPB), to acquire the shares. This restriction is, however, not applicable to the issue
of shares for investments to be made by Venture Capital Funds registered with the
Securities and Exchange Board of India (SEBI). This restriction is also not applicable for
investments by multinational financial institutions; or where in the existing joint venture,
investment by either of the parties is less than 3 per cent; or where the existing joint venture
/ collaboration is defunct or sick or for issue of shares of an Indian company engaged in
Information Technology sector or in the mining sector, if the existing joint venture or

technology transfer / trade mark agreement of the person to whom the shares are to be

! "Shares" mentioned in this Master Circular means equity shares, "convertible debentures” means fully and mandatorily convertible
debentures and "preference shares" means fully and mandatorily convertible preference shares [cf. A. P. (DIR Series) Circular Nos.
73 & 74 dated June 8, 2007]



issued are also in the Information Technology sector or in the mining sector for same area /

mineral.

Entry route for non-resident investors in India as well as sector-specific investment limits in

India are given in Annex -1.

(i) FDI Policy is formulated by the Government of India. The policy and procedures in
respect of FDI in India is available in "'the Manual on Investing in India - Foreign Direct
Investment, Policy & Procedures™. This document is available in public domain and can
be downloaded from the website of Ministry of Commerce and Industry, Department of
Industrial Policy and Promotion -

http://www.dipp.nic.in/manual/fdi text manual nov 2006.pdf.

FEMA Regulations prescribe the mode of investments i.e. manner of receipt of funds, issue
of shares / convertible debentures and preference shares and reporting of the investments to

the Reserve Bank.

3. Prohibition on investment in India
(i) Foreign investment in any form is prohibited in a company or a partnership firm or a

proprietary concern or any entity, whether incorporated or not (such as, Trusts) which is
engaged or proposes to engage in the following activities?:

(a) Business of chit fund, or

(b) Nidhi company, or

(c) Agricultural or plantation activities, or

(d) Real estate business, or construction of farm houses, or

(e) Trading in Transferable Development Rights (TDRS).

(i) It is clarified that “real estate business” does not include development of townships,
construction of residential / commercial premises, roads or bridges educational institutions,
recreational facilities, city and regional level infrastructure, townships. It is further
clarified that partnership firms /proprietorship concerns having investments as per FEMA

regulations are not allowed to engage in print Media sector.

(iii) In addition to the above, investment in the form of FDI is also prohibited in certain

sectors such as (Annex-2)*:

2As per Notification no. FEMA 1/2000-RB dated May 3, 2000
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(a) Retail Trading (except single brand product retailing)

(b) Atomic Energy

(c) Lottery Business

(d) Gambling and Betting

(e) Business of chit fund

() Nidhi company

(9) Trading in Transferable Development Rights(TDRS)

(h) Activities / sectors not opened to private sector investment

(i) Agriculture (excluding Floriculture, Horticulture, Development of seeds,
Animal Husbandry, Pisciculture and cultivation of vegetables, mushrooms,
etc. under controlled conditions and services related to agro and allied sectors)

and Plantations (other than Tea Plantations)

4. Eligibility for Investment in India
(i) A person® resident outside India (other than a citizen of Pakistan) or an entity
incorporated outside India, (other than an entity incorporated in Pakistan) can invest in

India, subject to the FDI Policy of the Government of India. A person who is a citizen of

3 s per Notification no. FEMA 20/2000-RB dated May 3, 2000
* A "person" is defined under FEMA (Section 2 u) as:
(@) anindividual,

(b) a Hindu undivided family,
(c) acompany,
(d) afirm,
(e) an association of persons or a body of individuals, whether incorporated or not,
(f) every artificial juridical person, not falling within any of the preceding sub-clauses, and
(g) any agency, office or branch owned or controlled by such person;
e “person resident in India” means—[As per FEMA Sec 2( v)]

(i) a person residing in India for more than one hundred and eighty-two days during the course of the preceding financial
year but does not include—

(A) a person who has gone out of India or who stays outside India, in either case—
(a) for or on taking up employment outside India, or
(b) for carrying on outside India a business or vocation outside India, or

(c) for any other purpose, in such circumstances as would indicate his intention to stay outside India for an
uncertain period;

(B) a person who has come to or stays in India, in either case, otherwise than—
(a) for or on taking up employment in India, or
(b) for carrying on in India a business or vocation in India, or

(c) for any other purpose, in such circumstances as would indicate his intention to stay in India for an
uncertain period;

(i) any person or body corporate registered or incorporated in India,
(iii) an office, branch or agency in India owned or controlled by a person resident outside India,
(iv) an office, branch or agency outside India owned or controlled by a person resident in India;

e  ‘“person resident outside India” means a person who is not resident in India; [As per FEMA Sec 2(w)].
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Bangladesh or an entity incorporated in Bangladesh can invest in India under the FDI

Scheme, with the prior approval of the FIPB.

(if) Overseas Corporate Body (OCB) means a company, partnership firm, society and other
corporate body owned directly or indirectly to the extent of at least sixty per cent by Non-
Resident Indians and includes overseas trust in which not less than sixty per cent beneficial
interest is held by Non-Resident Indians, directly or indirectly, but irrevocably. OCBs have
been de-recognised as a class of investors in India with effect from September 16, 2003.
Erstwhile OCBs which are incorporated outside India and are not under adverse notice of
Reserve Bank can make fresh investments under the FDI Scheme as incorporated non-
resident entities, with the prior approval of Government of India if the investment is through
Government Route; and with the prior approval of Reserve Bank if the investment is through

Automatic Route.

5. Type of instruments
i) Indian companies can issue equity shares, fully and mandatorily convertible debentures

and fully and mandatorily convertible preference shares subject to pricing guidelines /
valuation norms prescribed under FEMA Regulations.

il) Issue of other types of preference shares such as, non-convertible, optionally convertible
or partially convertible, have to be in accordance with the guidelines applicable for External
Commercial Borrowings (ECBs). Since these instruments are denominated in rupees, the
rupee interest rate will be based on the swap equivalent of London Interbank Offered Rate

(LIBOR) plus the spread permissible for ECBs of corresponding maturity.

iii) As far as debentures are concerned, only those which are fully and mandatorily
convertible into equity, within a specified time would be reckoned as part of equity under the
FDI Policy.

6. Investments in Small Scale Industrial (SSI) units
(i) A foreign investor can invest in an Indian company which is a Small Scale Industrial

Unit provided it is not engaged in any activity which is prohibited under the FDI policy.
Such investments are subject to a limit of 24 per cent of paid-up capital of the Indian
company/SSI unit. An SSI unit can issue equity shares / fully and mandatorily convertible
preference shares / fully and mandatorily convertible debentures more than 24 per cent of its
paid-up capital if :

a) It has given up its small scale unit status,
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b) It is not engaged or does not propose to engage in manufacture of items reserved for

small scale sector, and

c) It complies with the sectoral caps specified in Annex -1.

(i) Itis clarified that the Indian company / SSI Unit would be reckoned as having given up
its SSI status, if the investment in plant and machinery exceeds the limits prescribed under
the Micro, Small and Medium Enterprises (MSME) Development Act, 2006.

(iii) An SSI unit, which is an Export Oriented Unit (EOU) or a unit in Free Trade Zone
(FTZ) or in Export Processing Zone (EPZ) or in a Software Technology Park (STP) or in an
Electronic Hardware Technology Park (EHTP), can issue shares / fully and mandatorily
convertible debentures / fully and mandatorily convertible preference shares exceeding 24
per cent of the paid-up capital up to the sectoral caps specified in Annex — 1.

7. Investments in Asset Reconstruction Companies (ARCS)
(i) Persons resident outside India [other than Foreign Institutional Investors (FIIs)], can invest

in the equity capital of Asset Reconstruction Companies (ARCs) registered with Reserve Bank
only under the Government Route. Automatic Route is not available for such investments.
Such investments have to be strictly in the nature of FDI. Investments by Flls are not
permitted in the equity capital of ARCs and FDI is restricted to 49 per cent of the paid-up
capital of the ARC.

(i) However, Flls registered with SEBI can invest in the Security Receipts (SRs) issued by
ARCs registered with Reserve Bank. FlIs can invest up to 49 per cent of each tranche of
scheme of SRs, subject to the condition that investment by a single FIl in each tranche of SRs

shall not exceed 10 per cent of the issue.

8. Investment in infrastructure companies in the Securities Market
Foreign investment is permitted in infrastructure companies in Securities Markets, namely,

stock exchanges, depositories and clearing corporations, in compliance with SEBI

Regulations and subject to the following conditions :

I.  There is a composite ceiling of 49 per cent for Foreign Investment, with a FDI limit

of 26 per cent and an FII limit of 23 per cent of the paid-up capital,
ii.  FDI will be allowed with specific prior approval of FIPB; and

iii.  Fll can invest only through purchases in the secondary market.
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9. Investment in Credit Information Companies
Foreign investment is permitted in Credit Information Companies in compliance with

the Credit Information Companies (Regulations) Act, 2005 and subject to the

following:

I.  The aggregate foreign investment in Credit Information Companies is
permitted only up to 49 per cent of the paid up capital.

ii.  Foreign investment up to 49 per cent is allowed only with the prior approval
of FIPB and regulatory clearance from the Reserve Bank.

iii.  Investment by SEBI Registered FllIs is permitted only through purchases in
the secondary market to an extent of 24 per cent which should be within

the overall limit of 49 per cent for foreign investment.

iv. ~ No FIlI can individually hold directly or indirectly more than 10 per cent of
the equity.

10. Investment in Commodity Exchanges
Foreign investment is permitted in Commodity Exchanges subject to the following

conditions:

I.  There is a composite ceiling of 49 per cent for Foreign Investment, with a FDI limit

of 26 per cent and an FII limit of 23 per cent.
ii.  FDI will be allowed with specific prior approval of the FIPB.

iii.  The FIl purchases in equity of Commodity Exchanges are restricted to the secondary
markets only.

iv.  Foreign Investment in Commodity Exchanges is also subject to compliance with the
regulations issued, in this regard, by the Forward Market Commission.

11. Investment in Public Sector banks
FDI and Portfolio Investment in nationalised banks are subject to overall statutory limits of

20 per cent as provided under Section 3 (2D) of the Banking Companies (Acquisition &
Transfer of Undertakings) Acts, 1970/80. The same ceiling would also apply in respect of

such investments in State Bank of India and its associate banks.

12. Investments from Nepal & Bhutan
NRIs, resident in Nepal and Bhutan as well as citizens of Nepal and Bhutan are permitted to

invest in shares and convertible debentures of Indian companies under FDI Scheme on

repatriation basis, subject to the condition that the amount of consideration for such
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13.

14.

15.

16.

investment shall be paid only by way of inward remittance in free foreign exchange through

normal banking channels.

Issue of Rights / Bonus shares

FEMA provisions allow Indian companies to freely issue Rights / Bonus shares to existing
non-resident shareholders, subject to adherence to sectoral cap, if any. However, such issue
of bonus / rights shares have to be in accordance with other laws / statutes like the
Companies Act, 1956, SEBI (Disclosure and Investor Protection) Guidelines (in case of
listed companies), etc. The price of shares offered on rights basis by the Indian company to
non-resident shareholders shall not be lower than the price at which such shares are offered

to resident shareholders.

Prior permission of Reserve Bank for Rights issue to erstwhile OCBs

OCBs have been de-recognised as a class of investors with effect from September 16, 2003.
Therefore, companies desiring to issue rights share to such erstwhile OCBs will have to take
specific prior permission from the Reserve Bank®. As such, entitlement of rights share is not
automatically available to OCBs. However, bonus shares can be issued to erstwhile OCBs

without the Reserve Bank approval.

Additional allocation of rights share by residents to non-residents

Existing non-resident shareholders are allowed to apply for issue of additional shares /
convertible debentures / preference shares over and above their rights share entitlements.
The investee company can allot the additional rights share out of unsubscribed portion,
subject to the condition that the overall issue of shares to non-residents in the total paid-up

capital of the company does not exceed the sectoral cap.

Acquisition of shares under Scheme of Merger / Amalgamation

Mergers and amalgamations of companies in India are usually governed by an order issued
by a competent Court on the basis of the Scheme submitted by the companies undergoing
merger/amalgamation. Once the scheme of merger or amalgamation of two or more Indian
companies has been approved by a Court in India, the transferee company or new company
is allowed to issue shares to the shareholders of the transferor company resident outside

India, subject to the conditions that :

° Applications to be addressed to the Chief General Manager-in-Charge, Reserve Bank of India, Foreign Exchange Department,
Foreign Investment Division, Central Office, Mumbai

\Website :www.fema.rbi.org.in 7 Email : fedcofid@rbi.org.in|




(i) the percentage of shareholding of persons resident outside India in the transferee or

new company does not exceed the sectoral cap, and

(if) the transferor company or the transferee or the new company is not engaged in

activities which are prohibited under the FDI policy (refer para 3 above).

17. Issue of shares under Employees Stock Option Scheme (ESOPS)
i) Listed Indian companies are allowed to issue shares under the Employees Stock Option
Scheme (ESOPs), to its employees or employees of its joint venture or wholly owned
subsidiary abroad who are resident outside India, other than to the citizens of Pakistan.
Citizens of Bangladesh can invest with the prior approval of the FIPB. Shares under
ESOPs can be issued directly or through a Trust subject to the condition that :

a. The scheme has been drawn in terms of relevant regulations issued by the SEBI, and

b. The face value of the shares to be allotted under the scheme to the non-resident

employees does not exceed 5 per cent of the paid-up capital of the issuing company.

i) Unlisted companies have to follow the provisions of the Companies Act, 1956. The
Indian company can issue ESOPs to employees who are resident outside India, other than
to the citizens of Pakistan. ESOPs can be issued to the citizens of Bangladesh with the

prior approval of the FIPB.
iii) The issuing company is required to report the details of such issues to the

Regional Office concerned of the Reserve Bank, within 30 days from the date of issue of

shares.

18. Reporting of FDI
(i) Reporting of inflow
(@ An Indian company receiving investment from outside India for issuing shares /
convertible debentures / preference shares under the FDI Scheme, should report the
details of the amount of consideration to the Regional Office concerned of the Reserve
Bank not later than 30 days from the date of receipt in the Advance Reporting Form
enclosed in Annex - 6.

The Form can also be downloaded from the Reserve Bank's website

http://www.rbi.org.in/Scripts/BSViewFemaForms.aspx.

(b) Indian companies are required to report the details of the receipt of the amount of
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consideration for issue of shares / convertible debentures, through an AD Category - |
bank, together with a copy/ies of the FIRC/s evidencing the receipt of the remittance
along with the KYC report (enclosed as Annex — 7) on the non-resident investor from
the overseas bank remitting the amount. The report would be acknowledged by the
Regional Office concerned, which will allot a Unique Identification Number (UIN) for

the amount reported.

(i) Time frame within which shares have to be issued
The equity instruments should be issued within 180 days from the date of receipt of the

inward remittance or by debit to the NRE/FCNR (B) account of the non-resident investor.
In case, the equity instruments are not issued within 180 days from the date of receipt of the
inward remittance or date of debit to the NRE/FCNR (B) account, the amount of
consideration so received should be refunded immediately to the non-resident investor by
outward remittance through normal banking channels or by credit to the NRE/FCNR (B)
account, as the case may be. Non-compliance with the above provision would be reckoned
as a contravention under FEMA and could attract penal provisions. In exceptional cases,
refund of the amount of consideration outstanding beyond a period of 180 days from the
date of receipt may be considered by the Reserve Bank, on the merits of the case.

(iii) Reporting of issue of shares

(@) After issue of shares (including bonus and shares issued on rights basis) and shares
issued under ESOP)/fully and mandatorily convertible debentures / fully and
mandatorily convertible preference shares, the Indian company has to file Form FC-
GPR, enclosed in Annex - 8, not later than 30 days from the date of issue of shares.
The Form can also be downloaded from the Reserve Bank's website

http://www.rbi.org.in/Scripts/BS ViewFemaForms.aspx.

(b) Part A of Form FC-GPR has to be duly filled up and signed by Managing
Director/Director/Secretary of the Company and submitted to the Authorised Dealer of
the company, who will forward it to the Reserve Bank. The following documents have

to be submitted along with Part A:
(i) A certificate from the Company Secretary of the company certifying that :

a) all the requirements of the Companies Act, 1956 have been complied with;

b) terms and conditions of the Government’s approval, if any, have been
complied with;

c) the company is eligible to issue shares under these Regulations; and
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d) the company has all original certificates issued by authorised dealers in India
evidencing receipt of amount of consideration.

(i) A certificate from Statutory Auditor or Chartered Accountant indicating the

manner of arriving at the price of the shares issued to the persons resident outside

India.

(c) The report of receipt of consideration as well as Form FC-GPR have to be submitted
by the AD bank to the Regional Office concerned of the Reserve Bank under whose

jurisdiction the registered office of the company is situated.

(d) Part - B of Form FC-GPR should be filed on an annual basis by the Indian company,
directly with the Reserve Bank®. This is an annual return to be submitted by 31% of July
every year, pertaining to all investments by way of direct/portfolio investments/re-
invested earnings/other capital in the Indian company made during the previous years
(i.e. the information in Part B submitted by 31% July 2009 will pertain to all the
investments made in the previous years up to March 31, 2009). The details of the
investments to be reported would include all foreign investments made into the
company which is outstanding as on the balance sheet date. The details of overseas
investments in the company both under direct / portfolio investment may be separately

indicated.

(e) Issue of bonus/rights shares or stock options to persons resident outside India directly
or on amalgamation / merger with an existing Indian company, as well as issue of
shares on conversion of ECB / royalty / lumpsum technical know-how fee / import of
capital goods by units in SEZs has to be reported in Form FC-GPR.

19. Issue Price

Price of shares issued to persons resident outside India under the FDI Scheme, shall be on
the basis of SEBI guidelines in case of listed companies. In case of unlisted companies,
valuation of shares has to be done by a Chartered Accountant in accordance with the

guidelines issued by the erstwhile Controller of Capital Issues (CCI).

20. Foreign Currency Account

5 Addressed to the Advisor, Balance of Payment Statistical Division, Department of Statistics and Information
Management, Reserve Bank of India, C9, 8th Floor, Bandra-Kurla Complex, Bandra (E), Mumbai — 400051.
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Indian companies which are eligible to issue shares to persons resident outside India under
the FDI Scheme will be allowed to retain the share subscription amount in a Foreign

Currency Account, with the prior approval of Reserve Bank.

21. Transfer of Shares and convertible debentures
Q) Foreign investors can also invest in Indian companies by purchasing / acquiring

existing shares from Indian shareholders or from other non-resident shareholders. General
permission has been granted to non-residents / NRIs for acquisition of shares by way of

transfer subject to the following:

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

b. NRIs may transfer by way of sale or gift the shares or convertible debentures held by
them to another NRI.

In both the above cases, if the transferee has existing venture or tie-up in India as on
January 12, 2005, through investment/technical collaboration/trade mark agreement in
the same field in which the Indian company, whose shares are being transferred, is
engaged, he has to obtain prior permission of SIA/FIPB to acquire the shares. This
restriction is, however, not applicable to the transfer of shares for investments to be made
by Venture Capital Funds registered with SEBI; investments by multinational financial
institutions (i.e. ADB, IFC, CDC, DEG); or where in the existing joint venture
investment by either of the parties is less than 3 per cent; or where the existing joint
venture / collaboration is defunct or sick or for transfer of shares of an Indian company
engaged in Information Technology sector or in the mining sector, if the existing joint
venture or technology transfer/trade mark agreement of the person to whom the shares
are to be transferred are also in the Information Technology sector or in the mining

sector for same area/mineral.
c. A person resident outside India can transfer any security to a person resident in India
by way of gift.
d. A person resident outside India can sell the shares and convertible debentures of an

Indian company on a recognized Stock Exchange in India through a stock broker

registered with stock exchange or a merchant banker registered with SEBI.

e. A person resident in India can transfer by way of sale, shares / convertible debentures

(including transfer of subscriber's shares), of an Indian company in sectors other than
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financial services sector (i.e. Banks, NBFC, Insurance, ARCs, CICs, infrastructure
companies in the securities market viz. Stock Exchanges, Clearing Corporations, and
Depositories, Commodity Exchanges, etc.) under private arrangement to a person

resident outside India, subject to the guidelines given in Annex - 3.

f. General permission is also available for transfer of shares / convertible debentures, by
way of sale under private arrangement by a person resident outside India to a person

resident in India, subject to the guidelines given in Annex - 3.

g. The above General Permission also covers transfer by a resident to a non-resident of
shares / convertible debentures of an Indian company, engaged in an activity earlier
covered under the Government Route but now falling under Automatic Route of RBI,
as well as transfer of shares by a non-resident to an Indian company under buyback
and / or capital reduction scheme of the company. However, this General Permission
is not available in case of transfer of shares / debentures, from a Resident to a Non-
Resident / Non-Resident Indian, of an entity engaged in any activity in the financial
services sector (i.e. Banks, NBFCs, ARCs, CICs, Insurance, infrastructure companies
in the securities market such as Stock Exchanges, Clearing Corporations, and

Depositories, Commodity Exchanges etc.).

(if) Reporting of transfer of shares between residents and non-residents and vice- versa is to
be done in Form FC-TRS (enclosed in Annex - 9). The Form FC-TRS should be submitted
to the AD Category — | bank, within 60 days from the date of receipt of the amount of
consideration. The onus of submission of the Form FC-TRS within the given timeframe
would be on the transferor / transferee, resident in India. The AD Category — | bank, would
forward the same to its link office. The link office would consolidate the Form FC-TRS and

submit a monthly report to the Reserve Bank'.

(iii) The sale consideration in respect of equity instruments purchased by a person resident
outside India, remitted into India through normal banking channels, shall be subjected to a
KYC check by the remittance receiving AD Category — | bank at the time of receipt of funds.
In case, the remittance receiving AD Category — | bank is different from the AD Category - |
bank handling the transfer transaction, the KYC check should be carried out by the
remittance receiving bank and the KYC report be submitted by the customer to the AD

Category — | bank carrying out the transaction along with the Form FC-TRS.

" To the Chief General Manager-in-Charge, Reserve Bank of India, Foreign Exchange Department, Foreign Investment Division,
Central Office, Mumbai
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(iv) AD Category — | banks have been given general permission to open Escrow account
and Special account of non-resident corporates for open offers / exit offers and delisting of
shares. The relevant SEBI (SAST) Regulations or any other applicable SEBI Regulations /

provisions of the Companies Act, 1956 will be applicable.

22. Prior permission of RBI in certain cases for transfer of security
(i) The following instances of transfer of shares from residents to non-residents by way of

sale require Reserve Bank approval:

a) Transfer of shares or convertible debentures of an Indian company engaged in financial
services sector (i.e. Banks, NBFCs, Asset Reconstruction Companies, CICs, Insurance,
Infrastructure companies in the securities market such as, Stock Exchanges, Clearing

Corporations, and Depositories, Commodity Exchanges, etc.).

b) Transactions which attract the provisions of SEBI (Substantial Acquisition of Shares

and Takeovers) Regulations, 1997.

c) The activity of the Indian company whose securities are being transferred falls outside
the automatic route and the approval of the FIPB has been obtained for the said
transfer.

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

e) Transfer of equity instruments where the non-resident acquirer proposes deferment of
payment of the amount of consideration, prior approval of the Reserve Bank would be
required. Further, in case approval is granted for a transaction, the same should be
reported in Form FC-TRS, duly certified by the AD Category — | bank, within 60 days

from the date of receipt of the full and final amount of consideration.

(if) The following instances of transfer of shares from residents to non-residents by 