NOWAHO

dno pursd Akt “Tik H‘llrl;:l

124 Enirepreneur + Augus 2001

Get Foreigninvestment

India has become a hub of foreign investment today.
Here's how you can obtain it.

Hy Lygepali A, Mendinalra
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the workd turns Dk o global village,
Indin has ||'.I|:||'|,| .;hl_'.ml il i1;'| preeE
coundries due 1o s Iveslmend

oppartunities, huge growih polential and favar-
able business enviranment, Iy e process, il has
bBecome & hub of Foreign Direct lvesiment {FT3)
The sieady growih of farelgn investment lor Lhe
past few years has become one of the phvotal
taciors in 1|-r|r=|l1|I=lI1p, tlie pace ol growil of (e
econany. Forelgn Invesiment in India is a vital
growilh driver for India Inc. The infusion of loreign
tunds has largely stimulated the growth of the
Imdiin ecomomy snd with the governnsent luether
|I|!H'H||:"IIIIH. anil '-II:'||III|1I|Ir||.'.. fareign invesi ment
palicies and procedures, it will hopefully play a
crucial ride even o e himes s come

FDI POLICY

FDI s primarily governed by ihe Foreign
Exchange Management Act, 19949 (FEMAY which
litys dhwwn L broad framewnork under which the
Cuwernment of Indin, through varsos regula
lory basdies, creates, reviews and regulstes the
detailed provislons, The Government of Indla
thecugh its Depariment of Indusirial Policy &
Promotion (DIPF) relcases twe comprebensive
FIM pedlicies in a year vide (s circulars which
are ellestive Trom April 1 and October 1 af each
wear The said FIN policy combines all the prioe
podicies regulations relating e FIOI i India in a
slghe document, Every conselidated I policy
circular substitutes the last palicy circular, The
policy can be dewnloaded Trom wew.dippmicin,

MODES OF FOREIGMN INVESTMENT

IN A COMPANY

Foreign investment refers to an invesiment in
an enterprise I a non-residemt, whether i
bivaalvies new caphlal or resinvestmaent ol LR RTIAN
Forelgn Investment s of Dwe Minds—{i} FI) aned
(i) Forcign Portfolio lavestment. Any non-resi-
dent entbly (edher than & clilzen of Pakislan o
an entily incorporated in Pakistan) can invest in
India, subject to the FOI policy. The government
of India has also specified the class of entities in
which the Fereign investment can e made and
wilh respect Lo each sel of entities {here ane sepa-
rabe guidelines and criterba b be ol lowed, |ndian

company being one ol e recognized entities or
recaiy g forelgn invesi ment, FIH in such entiiles
llows through twe roules—i{a) Aubomatic Roale
and {5 Approval Boute,

AUTOMATIC ROUTE

All I progesals which do sl require the
approval ol Foreign Investment Promol bsn Board
(FIPIY are sald o be Ivestment wnder Autamatic
Boule, This route is avallable 1o all sectors or
activities that doe not have a “sector cag” i.e. where
10y percent bnreign aownership is permitied or
where [nvestiment up o secigend cap 5 allowed
wil ol .|.|1|;.r|||.'.||

APPROVAL ROUTE

All FI3 proposals, wherein the proposed invesi-
ifenlinan Indianvompany s above the prescribed
SO CRPE OF where the proposed investment is
i such seciors whers investment is albvwed oply
pursaant to approsval, Gl in this approval route,

There are some instromenis for recelving Brelgn
Investment. This may be made in Indisn compa-
mies inoany of the following modes:
F eqguily shares
E fully, compa lsorily snd mandatorily convertille
debeniures and
kil compalsorily and mandatorily convert| ble
preference chares
[IFRETLD .|II:|- I||I.||".||'|| CAMTIPRANY DRSS 0y il
the aforesaid instrument, their pricing shall be
determined by Discounted Cash Flow method
af waluation and in case of any listed company,
according to methasl provided by SER {ICDR)
Regulatiens. In case of convertible instrument,
the price/conversion formuala should be deler
mined updront @l (he tiose of their isspance, The
price al the lime of conversion shdaauld sied be
lvwer tham the fair value worked oal, ol the time
ol Bsuanee ol such Instruments, in accordance
wilh 1w '!.III,I.I||I:|:I itk fieiel @n |:||'||l,'|1|1l|‘| aliresald
Inwards remittance by lssuance of DBepository
Receipts and  Foreign Carrency  Comvertible
Bands are also counted lowards FI3 @
—_— e — —

DEEFALL A, MERDIRATTA is Manager, Coeporate
Fanfessionals. She can be reached af Despaliindia; piom

1. Equsty shares

2. Compulsorily and
randatosily comeertibli
debertires

3. Fully, cormpulsonty and
mandatorily comertible
preference shanes
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