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Sent at: 26-02-2024 11:33:09

RE: Greens Group - Feasibility Study (first cut draft)
From: aruna@modiproperties.com <aruna@modiproperties.com>

To: swaroop@aekaadvisors.com

Cc: 'Soham Modi' <sohammodi@modiproperties.com>, nirisha@modiproperties.com,

rishabh.arora@modiproperties.com, abhishek@aekaadvisors.com, priyanka@aekaadvisors.com,

kuldeep@aekaadvisors.com

Swaroop,

1. My understanding of the matter related to FOCC is as follows:

a. Outside the FEMA Act there is no entity that can be termed as FOCC or IOCC.

b. Therefore, the concept of FOCC or IOCC only applies to companies (firms/individuals) to

which the FEMAAoI is applicable.

c. Thc FEMA Act is applicablc only to thosc companics which havc dealings in forcign

exchange. If a company has no FDI or loans or investnents in foreign currency then the

FEMA Act does not apply to it.

d. In the case of SRPL & JRPL, prior to 2022 (i.e., investments made by way of FDI), the

FEMAAct did not apply to them.

e. At the moment SRPL & JRPL are deemed to be non FOCC companies by way of

correspondence received from RBI on 31st August,2023. Note that there is no fomral

process like appellate authorities, appeals, etc., related to filings made with RBI wrt foreign

investments (Eg.: FC-GPR). Therefore, the correspondence dated 31stAugust,2023 can be

deemed to be final.

f. FC-GPR are similu lirr-r filed to update the register of foreign investrnents in the records of
RBI. Once the FDI made is retumed then as per records of RBI there would be no FDI in

SRPL & JRPL.

g. Since there are several ambiguities in rules concerning DI, it would be best to reserve the FDI

in SRPL & JRPL. Once FDI is reversed, the concept of FOCC or IOCC will not apply to

SRPL & JRPL.

2. Investrnent into LLPs - once the FDI in JRPL is reversed there would be no bar on investment by

JRPL into LLPs.

3. Way forward - the shares of GILLC and GGILLC to be purchased by MPPL in March, 2024. They

are to resold to RIK & SJK in Apil,2024 (Nirisha to workout tax implications).

4. As on date RIK & SJK have no borrowals and therefore any lending to private limited companies

owned by them will not have any restrictions i.e., such lending would be from their own funds.

We can discuss these issues on ZoomlTeams call. 5.30pm from Thursday to Saturday is prefened. SJK

will also join.



Fwd: FOCC - Greens Group *lc
soham modi <sohammodi@modiproperties.com >
Thu 2024-02-2218:36

To:Ashaiya U Admin <ashaiya@modiproperties.com >
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Regards,

Soham Modi
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From: rishabh.arora . <rishabh.arora@modiproperties.com>

Sent: Thu rsday, February 22, 2024 4:!a35 PM

To: Soham Modi <sohammodi@modiprope rties. com>
Cc: Nirisha. <n irisha@modlprope rties.co m>
Subject: FOCC - Greens Group

Dear Soham Sir.

I have sone thmugh provisious of Foreien F-,:chan*e Managerrent Non-debt InstrunEnts_) Rules, 2019 and Master
Direction on Forsign Inyestrrnt in India issued by RBI.

l- Bcept to the concept ofDownsheam InvestrrEnt, there is no inference ofFOCC in the rules or rBster direction;
2. There is no specific definition ofFOCC, but the sarrr can inferred Aom the deftritions ofa) corpany orrned by

Frsons resi&nt outsirb lnda and b) comFany controlled by persons resi&nt ortsi& hds;
' -colnpany olvned by penons resident outside India" shall ffan au Indiar conpany that is owned by

persons resident outside India and "ILF o*ned by penons resident outside India" shall nran an LLP that
is owned by persons resident outside lndia;

'"corpanycontrolledbypersonsresidentoutsideTndia"shall nrcan an Indian conpany that is controlled by
persons res ident outs ide India and "LLP controlled by persons res ident outside India" shall nrcan an LLP
that is controlled by persons resident outside India;

3. Conceptually, any investnEnt made by a) NRI; or b) OCI (RJIOSJK); or c) any entity owned and cotrtrolled by NRI
or OC] (GILLC/GGIILC); on Non-R€patriation bast, is at par with dorestic investrrent;

4. But the erylanation added to Downstream lnvestEnt rule in the year202l has specifically identified llR]b
Irrrts tuents only to be cons idered for calcu latin g th e contro I or o wners h ip;

5. As such, there is a dilema that whether Irdian entitics (JRPUSRPL) owned/controlled by OCI (RJIVSIK) will be
considered as foreigo ou,ned/controlled or not;

6. But while apptying the Doctrine ofHanrnnious Constmction, JRPL and SRPL should be considered as Iadian
owned,/controlled Coryanies and not FOCC; and

7- I have reproduced the rclevant definitions dealing with downstream investnEnt.

Hampnious Construction rEans that when there arises a conflict between different statutes or between the statutes, in
such circunstances, co[rts try to interpret them in a way that rBkes them work together srnoothly instead ofdeclaring
otherstatutes void. The nrain aimof this doctrine is to give efect to all the provisions while maintainilg the overall
coheretce and pu4rose ofthe law.
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' "downstream investment" shallmean investment made by an lndian entity which has totalforeitn investmentin it of another
lndian entity;

. "lndianentity" shallmean an lndian company or a LLp;

' "totalforeiSn investment" means the total oLoreign investment and indircct fo.eitn investment and the same wjll be
reckonedon a fully diluted basis;

' "toreiSn investment" means any investmentmade by a pe6on residentoutside lndia on a repatriable basis in equity
instrumentsof an ,ndjan company orto the capitalora LLp;

' "indirect foaeisn investment" means downstream investment received by an lndian entity from (A) another Indian entity (lE)
which has receivedforeign inve3tmentand {i)the lE is not owned and not controlled by resident tndian citizens or (ii) is owned
orcontrolled by persons resident outside tndla

' An investmentmade by an lhdian entity which i5 owned and controlled by NRt(s), on a nonrepatriation basis, shall not be
consideredfor calculation of indirect foreign investment.

Thank with Regards

Rishabh Arora

Corpany Secrctary

Modi Properties Pyt. Ltd.

+919465777268



. "downstream investment" shall mean investment made by an lndian entity which has totalforeign investment in it of another
lndian entity;
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. "lndian entity" shall mean an lndian company or a LLP;

. "total foreiSn investment" means the total of foreign investment and indirect foreign investment and the same will be
reckoned on a fully diluted basis;

. "foreign investment" means any investment made by a person resident outside lndia on a repatriable basis in equity
instruments of an lndian company or to the capital of a LLP;

o "indirect foreign investment" means downstream investment received by an lndian entity from (A) another lndian entity (lE)
which has received foreign investment and (i) the lE is not owned and not controlled by resident lndian citizens or (ii) is owned
or controlled by persons resident outside lndia

. An investment made by an lndian entity which is owned and controlled by NRI(s), on a nonrepatriation basis, shall not be
considered for calculation of indirect foreign investment.
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1. OUR UNDERSTANDING OFTHE FACTS

1.1 Rojesh Kumor Joyontilol Kodokio ("RJK") ond Shorod Kumor Joyontilol
Kodokio ("SJK") ore Overseos Citizens of Indio ("OCls") ond hold citizenship in

the United Stotes of Americo. We understond thot RJK ond SJK were persons

resident outside lndio for lndio tox ond regulotory purposes ot the time of

investments ond continue/ will continue to be so for the Finonciol Yeor ("FY")

2023-24 ond onwords.

!.2 SDNMKJ Reolty Privote Limited ("SRPL") ond iMK GEC Reoltors Privote

Limited ("JRPL") ore privote compqnies incorporoted in lndio ond engoged in

the business of construction, development, ond leosing of reol estote

properties.

I.J The ossets of SRPL ond JRPL comprise substdntiolly of investment in the

immovoble property being Romkey Selinium, o corporote premises in

Hyderobod, from which leose rentols ore eorned. JRPL ond SRPL hove invested

in ond odvonced loons to other lndion entities.

7.4 The shorehold ing pottern below:
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or controlled by persons resident outside lndio - commonly referred to
FOCC")

2- 1.5 An lndion compony thot is owned ond controlled by resident Indion citizens or

thot is corved out from the opplicobility of the downstreom investment

regulotions is commonly referred to os on lndion Owned qnd Controlled

Compony ('IOCC').

2.7.4 The NDI Rules prescribe whot determines 'ownership' ond 'control' to
oscertoin whether on lndion compony is on FOCC or IOCC.

2.1.5 'Ownership'of on lndion compony refers to the bene{iciol holding of more thon

50% of the equity instruments of such compony. A compony is soid to be

owned by resident lndion citizens if the ownership of the lndion compony is

vested in resident lndion citizens ond/ or lndion componies which ore

ultimotely owned ond controlled by resident lndion citizens.

2.7.6 It as pertinent to note thot the following persons moy purchose equity

instruments issued by o compony on o non-repotriotion bosis - such

lnvestment sholl be deemed to be domestic investment ot por with the

investment mode by residents:

o) A Non-resident lndion ("NRl") ie, on individuol resident outside lndio who

is o citizen of lndio.

b) An OCI ie, on individuol resident outside lndio who holds on OCI cord.

c) A compony, o trust ond o portnership firm incorporoted outside lndio ond

owned ond controlled by NRls or OCls ("Foreign Entities").

2.1.7 It hos been clorified under the NDI Rules thot investments mode by lndion

entities which ore owned ond controlled by NRls, on o non-repotriotion bosis,

sholl not be considered for the coiculotion of indirect foreign investment.

2.1.8 Though the investments mode by OCls or Foreign Entities on o non-

repotriotion bosis ore considered on por with resident investments ond ore

treoted [ke domestic investments, the investments mode by lndion entities

owned ond/ or controlled by such OCls or Foreign Entities on o non-

repotriotion bosis hove no specific corve-out. There is no clority os to whether

such investments ottroct reporting ond complionce requirements concerning

3 o"-.



2.1.9 As per the Moster Directions - Foreign Investment in lndio (updoted up to
Morch 17, 2022) t'NDl MD"l, the underlying principle of the downstreom

indirectly". NRI investments on o non-repotriotion bosis ore treoted os deemed

domestic investments. Accordingly, on investment mode by on Indion entity
thot is owned ond controlled by NRls, wherein the investment by such NRls is

mode on o non-repotriotion bosis, sholl not be considered for the colculotion

of indirect foreign investmeht.

2.1.10 While it could be orgued thot similor reosoning moy olso be opplied to
investments mode by on lndion entity owned ond controlled by OCls, wherein

the investment by such OCls is mode on o non-repotriotion bosis. the following
points ore worth noting:

The specific use of the phrose'lndion citizens'while describing lOCCs.

Corve out only to lndion entities thot ore owned ond controlled by NRls.

2.1.11 Per the correspondences received from the Reserve Bonk of lndio ("RBl") on

August 31,2023, investments by SRPL ond JRPL rn lndion componies were

concluded not to be indirect foreign investments by citing the obove provision

under the NDI MD. We understond thot the foct thot RJK ond SJK ore OCI

cordholders wos highlighted in communicotions to RBl. However, this fqct wos

not deliberoted upon by the RBl.

2.1.12 Moreover, bosed on discussions with Authorised Deoler Bonks ("AD Bonks")

ond in the obsence of specific exclusions, we understond thot investment by

lndion componies thot ore owned ond controlled by OCls, wherein the

investment by such OCls is mode on o non-repotriqtion bosis, will be construed

to be indirect foreign investments.

2.1.13 We sholl now proceed with the evoluotion of who controls SRPL ond JRPL

2.1.14'Control'inocomponymeonstherighttooppointthemojorityofthedirectors
or to control the monogement or policy decisions including by virtue of their

shoreholding or monogement rights or shoreholders ogreement or voting

ogreement. A compony is soid to be controlled by resident lndion citizens

when the control is vested in resident lndion citizens ond/ or lndion componies

which ore ultimotely owned ond controlled by re3ident lndion citizens.

o)

b)

4 o"-.



2.1,15 The obove definition hos brood contours ond is dependent on the focts ond

circumstonces of eoch cose. Whot is to be evoluoted is the foctum of control

either over the monogement or over policy moking.

2.1.16 We hove been given to understond thot by virtue of their shoreholding ond

directorship, RJK hos conttol over SRPL while SJK hos control over JRPL.

Control is not held by ony other person either by woy of stotute or ogreement.

2.1.17 Given the obove, o view could be token thot SRPL ond JRPL ore owned ond

controlled by persons resident outside lndio ond investments mode by such

entities in other lndlon entities quolify os indrrect foreign investments.

2.1.18 As of dote, SRPL ond JRPL hove invested in equity instruments of lndion

componies ond in the copitol of o portnership firm. Pleose note thot
downstreqm investment by on FOCC in o portnership firm is not permitted.

2.1.19 Pleose note thot in cose of indirect foreign investments, the following

complionces ore to be undertoken:

o) Downstreom investment sholl hove the opprovol ofthe boord of directors

os olso o shoreholders'ogreement, if ony.

b) Only funds received from obrood or internol occruols ie, profits

tronsferred to reserve occount ofter poyment of toxes, ore permitted to
be used for moking o downstreom investment. Funds borrowed in the

domestic morkets conhot be used.

c) The {irst level lndion compony moking downstreom investment sholl be

responsible for ensuring complionce with the provisions of the NDI Rules

for the downstreom investment mode by it ot the second level ond so on

ond so forth.

d) A certificote to this effect is to be obtoined from its stotutory ouditor on

on onnuol bosis ond complionce with the NDI Rules sholl be mentioned

in the director's report in the onnuol report,

e) The Secretoriot for lndustriol Assistonce, DPIIT is to be notified within

30 doys of moking the downstreom investment.

The lndion entity moking the downstreom investment hos to file Form Dl

with the RBI within 30 doys of ollotment of the equity instruments,
f)

5 @.-"



2.2

2.2.1

2.2.2

g) Pricing guidelines to be odhered to. The price of equity instruments sholl
not bc less thon the voluotion of equity instruments done os per ony

internotionolly occepted pricing methodology for voluotion on on orm's
length bosis duly certified by o Chortered Accountont or o Merchont
Bonker or o Cost Accountont, in cose of on unlisted lndion compony.

h) When o compony thot does not hove ony operotions mokes indirect
foreign jnvestment or commences business, it will hove to comply with
the relevont sectorol conditions on entry routes, cond itionolities, ond

co ps.

RPL ond JRPL such thot
SJK for JRPL ond

SRPL to be construed os IOCC?

o) lfycs, whot ore the options that could bG evoluotcd for thc rc-olignment
of shoreholding of SRPL ond JRPLT

b) lf r+olignment of shoreholding of SRPL ond JRPL is not ncc.ssory con

th. shorGholding of GGLLC in SRPL ond of GILLC in JRPL bc incrcoscd up

to 49%?

c) ls lt permissiblc for equity shores of SRPL to be tronsferred by GGLLC to
RJK ond for equity shores of JRPL to bc tronsferred by GILLC to SJK? Whot
ore the key implicotiohs under thc Forsign Exchonge Monogoment Act,

1999 eFEMA') ond lncome-tox Act, 1961 f]T Act')?

d Whot ore the key implicotions under FEMA ond the lT Act on tronsfer of
equity shores of SRPL ond JRPL
(xMPPL") ond the subsequent tronsfer of such shores by MPPL to RJK ond

SJK?

Given thot SRPL ond JRPL quolify os FOCCs on occount of RJK's ond SJK's

holdings in SRPL ond JRPL respectively, re-olignment of shoreholding os

envisoged would not be porticulorly beneficiol.

Nonetheless, the key implicdtions from on lT Act ond FEMA perspective for the

scenorios envisoged by the monogement for the re-olignment of shoreholding
of JRPL ond SRPL hove been coptured below.

6 o.-,



2.2.3 Scenorio I : Direct tronsfer to RJK ond SJK

O) FEMA

A person resident outside lndio, not being on NRI or OCl, moytronsfer by

woy of sole or gift the equity instruments of on lndion compony held by

him to ony person resident outside lndio. Given this, equity shores of
SRPL held by GGLLC moy be tronsferred to RJK ond equity shores of JRPL

held by GILLC moy be tronsferred to SJK.

Given thot the equity shores of SRPL ond JRPL ore held by GGLLC ond

GILLC respectively on o repotriotion bosis, on tronsfer, such shores would
outomotacolly be held by RJK ond SJK on o repotriotion bosis,

b) lT Act

ln the honds of GGLLC/ GILLC

Tronsfer of equity shores of SRPL ond JRPL moy result in copitol gorns

tox implicotions in the honds of GGLLC dnd GILLC respectively. Such

goins, if ony, will be toxoble ot 10%++ if the equity shores ore held for
more thon 24 months, or else ot 400/6++.

As per Section 50CA of the lT Act, where the considerotion received

on tronsfer of equity shores (other thon quoted shores) is less thon
its tox foir morket volue ("Tox FMV"), such Tox FMV sholl be deemed

to be the full volue of considerotion for the purpose of computing
copitol goins ond tox thereon, if ony.

Tox FMV for Section 50CA of the lT Act sholl be determined in

occordonce with Rule 11UA of the lncome-tox Rules, 1962 ("lT

Rulcs") - okin to net book volue.

7 o*.

Pleose note thot the pricing guidelines ond reporting requirements under
the NDI Rules do not opply to the tronsfer of equity instruments between
persons resident outside lndiq. Further, there ore no specificotions on

modes of poyment.

As per Section 206C(1H) of the lT Act, every seller must collect tox ot
source from the buyer, on the sole of goods (includes unlisted shores), ot
the rote of 0.10026 of the sole considerotion exceeding INR 50 lokhs in on
FY I'TCS Provisions"l.



The TCS Provisions ore opplicoble where the totol soles, gross

receipts or turnover from the business of the seller exceeds INR 10

crores in the FY rmmediotely preceding the FY in which the goods

ore sold.

However, the oforesoid provisions would not opply if (i) the goods

ore exported out of lndio or (ii) the buyer is lioble to withhold tox
ond hos withheld such toxes.

We hove been informed thot the totol soles, gross receipts or

turnover from the business of GGLLC dnd GILLC hove not exceeded

INR 10 crores in FY 2022-23, ond hence, neither does GGLLC nor

GILLC quolify os o 'seller' to invoke the TCS Provisions.

ln the honds of RJK/ SJK

As per Section 56(2Xx) of the lT Act l"Rcclpicnt fsv"], vrvhere o person

receives ony property (includes shores) from onother person for o

considerotion which is less thon its Tox FMV, the excess of the Tox FMV

over the considerotion poid (where it exceeds INR 50,000) would be

subject to tox in the honds of the recipient under the heod 'lncome from

other sources' upto 300/6++.

We understond thot the tronsfer, if undertoken, will be corried out
ot or obove the Tox FMV ond occordingly, Recipient Tox sholl not

opply.

Tox FMV for the purposes of Section 56(2Xx) of the lT Act sholl be

determined in occordonce with Rule 11UA of the lT Rules - okin to
net book volue.

The following complionces will hove to be undertoken:

Obtoin Form No. 15CA ond Form No. 15CB (if opplicoble).

Comply with withholding tox obligotions under Section 195 of the
lT Act.

o o"-.



2.2.4
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FCN R(B)/ NRO occount.

b) lT Act

ln the honds of GGLLC/ GILLC

lmplicotions coptured under poro 2.2.3 (b) obove in the honds of GGLLC/

GILLC to similorly opply.

ond other ottendont

For investment on o non-repqtriotion

ln the honds of MPPL

Recipient Tox provisions would not opply where the shore tronsfer is

undertoken ot or obove the Tox FMV.

The following complionces will hove to be undertoken:

Obtoin Form No. 15CA qnd Form No. 15CB (if opplicoble).

Comply with withholding tox obligqtions under Section 195 of the
lT Act.

Tronsfer of equity shores of SRPL ond JRPL moy result in copitol goins

tox implicotions in the honds of MPPL. Such goins, if ony, will be toxoble
ol22oh++ (ossumed concessionol tox regime opted for) given the equity
shores will be held for not more thon 24 months.

Provisions of Section 50CA of the lT Act would not opply where the
shore tronsfer is undertoken ot or obove the Tox FMV.

TCS Provisions, if opplicoble, to be complied with.

ln the honds of RJK/ SJK

Recipient Tox provisions would not opply where the shore trdnster is

undertoken ot or obove the Tox FMV.

@.-.10



2.3 Are there ony FEMA implicotions if investments are mode by JRPL ond SRPL in

the following modes in lndidn componies:

o) Equity Shores, Compulsorily Convertible Preference Shores ("CCPS') or
Compulsorily Convertible Debentures ('CCD")

b)o ("OCD') or Optionolly Convertible,
Redeemoble Preference Shores ("OCPS")

c) Non-convertible Debentures ("NCD") or Redeemoble Preference Shores
("RPS',)

d) lnter-corporoteDeposits ("lCD")

2.3.1 It as pertinent to note thot the downstreom investment reguldtions opply only
to investments mode by on lndion entity in the'copitol instruments'of onother
lndion entity. The term 'copitol instruments'hos not been defined under the
NDI Rules.

2.3.2 Guidonce moy be token from the erstwhile Foreign Exchonge Monogement
(Tronsfer or lssue of Security by o Person Resident Outside lndio) Regulotions,

2017 ('TISPRO'). We wish to highlight thot the NDI Rules hove superseded
TISPRO ond the term copitol instrument used in TISPRO hos been reploced by

equity instrument in the NDI Rules.

Given this, copitol instruments moy be considered to hove the some meoning

os equity instruments under the NDI Rules. Equity instruments hove been

defined under the NDI Rules to meon equity shores, convertible debentures,
preference shores, ond shore worronts issued by on lndion compony.

2.3.4 'Convertible debentures' meons fully ond mondotorily convertible debentures
while 'preference shores' meons fully ond monddtorily convertible pr€ference

shores. or non-

convertible securities such ds OCD, OCPS, NCD, ond RPS.

2.3.5 Hoving regord to the obove, one con sqy thot investment in optionolly/ non-

convertible instruments by on FOCC would not require odherence to the NDI

instruments, one hos to

2.3.6 Accordingly, the pricing guidelines would opply ot the time of conversion ond

not ot the time of investment in the cose of optionolly convertible instruments.
However, AD Bonks moy toke o view thqt pricing ot the time of investment

11 o.-.
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2.3.7

2.3.9

2.3.10

should olso be considered to determine the floor price.

A que3tion moy orise ds to whether optionolly convertible/ non-convertible
instruments ond lCDs toke the colour of Externol Commerciol Borrowings
("ECB") or debt instruments.

Such instruments would be out of the purview of the Foreign Exchonge

Monogement (Borrowing ond Lending) Regulotions, 2018 ond Foreign

Exchortge Monogement (Guorontees) Regulotions, 2000 (collectively "ECB

R.gulations") ond Foreign Exchonge Monogement (Debt lnstruments)

Reguldtions,2019 ("Dcbt lnstrumantB Ragulotions") os they opply only to
investments or lending by o person resident outside lndio into lndio. An FOCC

being on lndion entity would not be subject to the ECB Regulotions ond Debt

lnstruments Regulotions.

We wish to highlight thot the Componies Act,2013 ("Componics Act") provides

o fromework for occeptonce of deposits by componies. As per Section 2(31) of
the Componies Act, 'deposit' includes ony receipt of money by woy of deposit

or loon or in ony other form by o compony but does not include such

cotegories of omount os moy be prescribed in consultotion with the RBl.

2.4

2.4.7

2.4.2

2.4.3

on lndion
oforementioned f romework.

LLP (collectively "Development LLPS") which ore engoged in the business of
construction-development ond eorning of leose lentols?

A person resident outside lndio moy contribute to the copitol of on LLP

operoting in sectors or octivities where foreign investment up to 100% is

permitted under the outomotic route ond there ore no FDI linked performonce

conditions ie, investment cond itions prescribed for certoin sectors.

Similorly, indlrect foreign investment is permitted in on LLP in sectors where

foreign investment is ollowed up to 100% under the outomotic route ond there
ore no FDI linked performonce conditions.

Construction{evelopment projects include the development of townships,

construction of residentiol/ commerciql premises, roods or bridges, hotels,

resorts, hospitols, educotionol institutions, recreotionol focilities, city ond
regionol level infrostructure ond townships.
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2.4.4 While 100% FDI under the outomotic route is

undertoking construction-development projects,

performonce conditions hove been prescribed.

permitted
certo in

entities
linked

for
FDI

2.4.5 Given the obove, indirect foreign investment in the Development LLPs would
not be permitted under the outomotic route.

2.5 ls it feosibh for SRPL ond JRPL to borrow from bonks in lndio ogoinst the
FCNR letter of credit
issued by the overseos bonker of RJK ond SJK?

2.5.7 We understond thot the proposed borrowings ore intended to be utilized for
the business of SRPL ond JRPL os well os for investment in group entities.

2.5.3 As per the Foreign Exchonge Monogement (Deposit) Regulotions, 2016
("Dcposh Rcgulotions"), AD Bonks moy gront loons (includes fund bosed/ non-

fund bosed focilities) to third porty resident individuols/ firms/ componies in

lndio ogoinst the colloterol of fixed deposits held in FCNR (B) occount, subject

to the following cond itions:

o) The loon should be utilised for personol purposes or for corrying on

business octivities except for relending or corrying on ogriculturol/
plontotion octivities or for investment in redl estote business.

b) There should be no direct or indirect foreign exchonge considerotion for
the non-resident depositor ogreeing to pledge his deposits to enoble the
resident individuol/ ftml compony to obtoin such focilities.

q) The usuol norms ond considerotions os opplicoble in the cose of
odvonces to trode/ industry sholl opply to such credit focilities.

d) The morgin requirement sholl be notionolly colculoted on the Rupee

equivolent of the deposits.

2.5.4

FcNR (B) deposit of RJK ond SJK for business purposes.

2.5,5 As per the Moster Direction - Externol Commerciol Borrowings, Trode Credits

ond Structured Obligotions (updoted os on December 22,2023), borrowing

1.3 o"-,

2,5,2 Per RBI directions, typicolly, bonks connot finonce the ocquisition of equity
shores. Given this, borrowings from bonks moy not be leveroged for
investments in other lndion entities.



ond lending in lndion Rupees between two residents does not ottroct ony
provisions of FEMA.

ln coses where o Rupee focility thot is either fund bosed or non-fund bosed
(such os o letter of credrt/ guorontee/ letter of undertoking/ letter of comfort)
is guoronteed by o non-resident, there is no tronsoction involving foreign
exchonge until the guorontee is invoked ond the non-resident guorontor is

required to meet the liobility under the guorontee.

2.5.7 The orrongements sholl be with the following terms:

o) The non-resident guorontor moy dischorge the liobility by i) poyment out
of Rupee bolonces held in lndio or ii) by remitting the funds to lndio or iii)

by debit to his FCNR(B)/ NRE occount mointoined with on AD Bonk in

lndio.

b) The non-resident guorontor moy enforce his cloim ogoinst the lesident
borrower to recover the omount ond on recovery, he moy seek

repotriotion of the omount if the liobility is dischorged either by inword
remittonce or by debit to FCNR(B)/ NRE occount.

The repoyment moy be mode by credit to the FCNR(B)/ NRE/ NRO

occount of the guorontor, provided the omount remitted/ credited sholl

not exceed the Rupee equivolent of the omount poid by the non-fesident
guorontor ogoinst the invoked guorontee.

d) However, in cose the liobility is dischorged by poyment out of Rupee

bolonces, the omount recovered con be credited to the NRO occount of

the non-resident guo rontor.

Generol permission is ovoiloble to o resident, being o principol debtor to
moke poyment to o person resident outside Indio, who hos met the
liobility under o guorontee.

Bosed on our discussions with the AD Bonks, we understond thdt while

stondby letter of credit is not treoted os o guorontee, in cose the stondby letter
of credit is drown, the oforementioned terms will similorly opply.

2.6 ls it pcrmissible for RJK ond SJK / finonciol institutions/
privote lenders, in lndio for the purpose of:

2.5.6

c)

e)

74 @","

2.5,8

o) Onword lending (unsecured loon) to SRPL oM JRPL



lnvestment in OCD or OCPS of SRPL ond JRPL

lnvestment in NCD or RPS of SRPL ond JRPL

2.6.L A person resident in lndio is permitted to lend to o borrower being o person

resident outside lndio under the outomotic route only in sPecific coses under

the ECB Regulotions.

2.6.2 An AD Bonk in lndio moy gront o loon in INR to on NRI/ OCI Cordholder for its

own business purposes. Such loons moy not be used for restricted end uses

such 06 investment in copitol morkets ond reol estote octivity.

2.6.3 Given thot AD Bonks qnd persons other thon AD Bonks ore not specificolly
permitted to lend to borrowers being persons resident outside lndio under the

outomotic route for the purposes of relending or investment in lndio,

2.6.4 Pleose note, AD Bonks moy gront loons in lndio to the holders of NRE occount/
FCNR(B) deposit ogoinst security of funds held in such occounts for the
purpose of moking direct investment in lndio on non-repotriotion bosis bywoy
of contribution to the copitdl of lndion firms/ componies.

2,6.5 Repoyment of the loon sholl be mode either by odjustment of the deposit or

by fresh inword remittonces from outside lndio through bonking chonnels or

out of locol rupee resources in the NRO occount of the borrower.

2.7 ls SRPL or JRPL o Non-bonking Finonciol Compony rNBFC") or o Core

lnvestment Compony ("ClC')?

2.7.7 ln terms of the Reserve Bonk of lndio Act, 1934 ('RBl Act') ond the rules ond

clorificotions prescribed thereunder, no compony sholl commence or corry on

the business of o non-bonking finonciol institution without obtoining o

certificote of registrotion ond complying with reloted conditions thereto,

b)

c)

d)

on repotriotion or non-repotriotion bosis
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2.6.6 However, in ony cose, investment by RJK ond SJK in lndion entittes would

require odherence to NDI Rules, ECB Regulotions ond Debt lnstruments
Reguldtions, os the cose moy be.



2.7.2 An NBFC hos been defrned to meon:

o) A finonciol institution which is o compony.

b) A non-bonking institution which is o compony, ond which hos os its
principol business the receiving of deposits, under ony scheme or

orrongement or in ony other monner, or lending in ony monner.

c) Such other non-bonking institutron or closs of such institutions, os moy

be notif ied.

2.7.3 A finonciol institution meons ony non-bonking institution thot corries on os its

business or port of its business ony of the following octivities:

o) The finoncing, whether by woy of moking loons or odvonces or otherwise,

of ony octivity other thon its own.

b) The ocquisition of shores, stocks, bonds, debentures or securities issued

by o Government or locol outhority or other morketoble securities of o
like noture.

c) Letting or delivering of ony goods to o hirer under o hire-purchose

ogreement,

d) The corrying on of ony closs of insuronce business.

e) Monoging, conducting or supervising, os foremon, ogent or in ony other
copocity, of chits or kuries, or ony business, which is similor therdto.

Collecting, for ony purpose or under ony scheme or orrongement by

whotever nome colled, monies in lump sum or otherwise, by woy of
subscriptions or by sole of units, or other instruments or in ony other
monner ond owording prizes or gifts, whether in cosh or kind, or

disbursing monies in ony other woy, to persons from whom mohies ore

collected or to ony other person.

2.7 .4 Only componies predominontly engoged in f inonciol octivity would be required

to be registered with ond be reguloted by RBl. Hence, if the compony is

engoged in ogriculturol operotions, industriol octivity, purchose ond sole of
goods, providing services or purchose, or sole or construction of immovoble
property os its principol business ond finonciol business constitutes o minor
portion of its operotions, it will not be reguloted by the RBl.

f)
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2.7.5 As per the press releose doted April 8, 1999, to identify whether o porticulor

compdny is on NBFC, the ossets ond income pottern os evidenced by the lost

oudited bolonce sheet dote is to be considered to decide its principol business.

2.1.6 'Finonciol octivity' is deemed to be the principol business octivity if o compony

sotisfies the below mentioned 50-50 test:

o) Finonciol ossets ore more thon 50% of its totol ossets (netted off by

intongible ossets); ond

b) lncome from finonciol ossets should be more thon 50% of the gross

income.

2.7 .7 Finonciol ossets include ossets thot ore finonciol in noture except cosh, bonk

deposits, odvonce poyment of toxes ond deferred tox poyments.

2.7.8 It hos been clorified by the RBI thot the octivity of 'leosing ond finonce'which
is omongst the octivities undertoken by NBFC covers only 'finonciol leoses'ond

not'operoting leoses'.

2.7.9 Bosed on o perusol of the oudited finonciols of SRPL ond IRPL for the period

ended Morch 3L, 2023, it is opporent thqt the 50-50 test will not be met. This

evoluotion hos to be mode on o yeor on yeor bosis.

2.7.10 However, in o scenorio where Romkey Selinium is tronsferred, given the ossets

would then substontiolly comprise of investments in ond loons to group

entities ond the income would mojorly comprise of income from such

be ruled out

2.7.11 CIC meons on NBFC corrying on the business of ocquisition of shores ond

securities hoving totol ossets of not less thon INR 100 crore either individuolly

or in oggregote olong with other CIC in the Group ond which roises or holds

public funds. The following conditions ore to be sotisfied os on the dote of the

lost oudited bolonce sheet compony:

o) Holds not less thon 9006 of its net ossets in the form of investment in

equity shqres, preference shores, bonds, debentures, debt or Ioons in

group componies.

b) lnvestments in the equity shores (including instruments compulsorily

convertible into equity shores within o period not exceeding 10 yeors

17 @.-"



3.4

3.5

3.6

3.7

Notwlthstonding onything to the controry, this note wos prepored exclusively
for JRPL ond SRPL ond is bosed on the specific fdcts presented to us by JRPL

ond SRPL os ot the dote of this note. The odvice is dependent on specifac focts
ond circumstonces ond moy not be oppropriote to onother porty. This note wos
prepored with only the interests of JRPL ond SRPL in mind ond wos not plonned

or corried out in the contemplotion of ony use by ony other porty.

Aeko Advisors, its portners, employees ond or ogents, neither owe nor occept
ony duty of core or ony responsibility to ony other porty, whether in controct or
in tort (including without limitotion, negligence or breoch of stotutory duty)
howsoever orising, ond sholl not be lioble for ony cloim whotsoever In respect
of ony loss, domoge or expense of whotever noture which is coused to or
suffered by ony other porty.

This nole or ony portion thereof moy not be distributed or otherwise mode
ovoiloble to onyone else without our prior written consent. ln vorious sections
of this document, for eose of understonding ond os o stylistic motter, terms
such os "is" or "will" or "should" moy be used. Such longuoge should not be
construed to olter the "Conclusions" section of this document.

This odvice is not intended or written to be used, ond it connot be used, for the
purpose of ovoiding ony toxes ond opplicoble penolties. The content of this note
is limited to the motters specificolly oddressed herein ond is not intended to
oddress other potentiol tox consequences or the potentiol opplicotion of tox
penolties to this or ony other motter.
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from the dote of issue) in group componies constitute not ress thon 60%of its net ossets.

c) Does not trode in its investments ln shores, bonds. debentures, debt orroons in group componies except through brock sore for the purpose ofdilution or d isinvestment.

d) lt does not corry on ony other finonciol octivity.

2.7.12 Given thot SRPL ond JRpL ore not NBFCs, rt could be orgued thot they do notguorifyos crcs even if the conditions stipuroted therein ore sotisfied. However,given lhot RBI hos clorified thot ClCs need not meet the principol businesscriterio stipuloted for NBFCs, one con olso orgue thot if conditions stipulotedfor clcs ore sotisfied, crc registrotion wourd hr-ove to be obtoined.

2.7.13 As of dote, in ony cose, given thot
exceed INR 100 crore nor do they sotisfy
ond JRPL would not be construed os ClCs.

3. SCOPE LIMITATION

3.1

3.3

other conditions prescribed, 5RpL

The content of the note ond ony views expressed therein ore entirely bosed oninformqtion ond documentotion provided to us. our.orr.,u.,on. ore bosed onthe completeness ond occurocy of the stoted locts ond ossumptions. Anyinoccurocy courd hove o moterior impoct on our vie*, o,. .oi.tr=ion, ond shourdtherefore be intimoted to us immediotely.

The conclusions reoched ond
our view is bosed ";;; ;"J;:;ffi':lirn:",jT;]T'iji,ill5[
prevoiling os of the dote of this note on-d our. Oori 

"ro"l,"nce wjth the toxond/or regulotory outhorities. However, there con U" no Jrr"rron." thot the toxouthorities or regulotors mqy not toke o position .ontr;;; our views,

Legislotion, its odministrotive ond judiciol interpretotion, ond the policies of thetox ond,/or regutotory outhorities ore subject to .n;r;;'r;;; time to time, ondthese moy hove o beorins on the odvjce ih", *; ;;;;nivln. Accordingty, onychonge or omendment in the lqw or relevont ,"nrl.ili.'*.r,d necessitote qreview of our comments ond r
specificolly requested, *" nor."to""ndotions 

contoined in this note. unless

comments for chonges ,n lor, 
no responsibillty to corry out ony review of our

note. i or regulotion occurring ofter the ddte of this
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1. OUR UNDERSTANDING OFTHE FACTS

1.1 Rojesh Kumor Joyontilol Kodokio ("RJK,,) ond Shorod Kumor Joyontilol
Kodokio ("SJK") ore Overseos Citizens of tndio ("OCls") ond hold citizenship in
the United Stotes of Americo. We understond thot RJK ond SJK were persons
resident outside lndio for lndio tox ond regulotory purposes ot the time of
investments ond continue/ will continue to be so for the Finonciol yeor (,,Fy.,)

2023-24 ond onwords.

t.2 SDNMKJ Reolty Privote Limited ("SRPL") ond JMK GEC Reottors privote
Limited ("JRPL") ore privote componies incorporoted in lndio ond engoged in
the business of construction, development, ond leosing of reol estote
properties.

r..3 The ossets of SRPL ond JRPL comprise substontiolly of investment in the
immovoble property being Romkey Selinium, o corporote premises in
Hyderobod, from which leose rentols ore eorned. JRPL ond SRpL hove invested
in ond odvonced loons to other lndion entities.

7.4 The shoreholding pottern, os of dote, of SRPL ond JRPL is os depicted below:

100%

43.52% 0010,6

U5A

JRPl.

100%

USA

1

LLC fGGTIC-)

SRPT

rcltLc-)88 7a%

11.21%

0 0l%
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1.5 The investment of RJK ond SJK in SRPL ond JRPL wos undertoken on o non-

repotriotion bosis ond out of income eorned/ funds inherited in lndio. ln
controst, investment by GGLLC in SRPL ond GILLC in JRPL wos undertoken on
o repotriotion bosis.

1.6

7.7 The directors of SRPL ond JRPL, os of dote, ore listed below:

1.8 The monogement of Greens Group hos opprooched Aeko Advisors lndio LLP

to evoluote the feosibility of certoin tronsoctions ond provide clorificotions
from on lndio regulotory perspective.

2. QUERIES

2.1 Are investments by SRPL ond JRPL in other lndion componies ond Limited

Liobility Portnerships ('tIPs') subject to the downstreom investment rules

under the Foreign Exchonge Monogement (Nondebt lnstruments) Rule+ 2019
("NDl Rules')?

2.7.1 An lndion entity (ie, on lndion compony or on LLP) thot hos received indirect

foreign investment is required to comply with the entry route, sectorol cops,

pricing guidelines, ond other ottendont conditions os opplicoble to Foreign

Direct lnvestment ("FDl").

2.7.2 lndirect foreign investment meons downstreom investment ie, investment in

the copitol instruments or the copitol, os the cose moy be, in on lndion entity

by onother lndion entity which:

o) hos received totol foreign investment (includes indirect foreign

investme ;on

b) is not owned ond not controlled by resident lndion citizens or is owned

2

RJK USA

USA

Person resident

outside lndioSJK

lndioSohom Modi
Resident

Tejol Modi lndio

Residentiol Stotus for
lndio tox ond

regulotory purposes
Citizenship

@.-.

lnvestments in SRPL ond JRPL ore held by its shoreholders os copitol ossets

ond not os stock-in-trode.

Director



or controlled by persons resident outside lndio - commonly referred to
os o Foreign Owned ond/ or Controlled Compony ("FOCCl.

2.L.3 An lndion compony thot is owned ond controlled by resident lndion citizens or
thot is corved out from the opplicobility of the downstreom investment
regulotions is commonly referred to os on lndion Owned ond Controlled
Compony ("IOCC").

2.1.4 The NDI Rules prescribe whot determines ,ownership, ond ,control, to
oscertoin whether on lndion compony is on FOCC or IOCC.

2.7.5 'Ownership' of on lndion compony refers to the beneficiol holding of more thon
50% of the equity instruments of such compony. A compony is soid to be
owned by resident lndion citizens if the ownership of the lndion compony is
vested in resident lndion citizens ond/ or lndion componies which ore
ultimotely owned ond controlled by resident lndion citizens.

It is pertinent to note thot the following persons moy purchose equity
instruments issued by o compony on o non-repotriotion bosis - such
inVestment sholl be deemed to be domestic investment ot por with the
inVestment mode by residents:

b) An OCI ie, on individuol resident outside lndio who holds on OCI cord.

c) A compony, o trust ond o portnership firm incorporoted outside lndio ond
owned ond controlled by NRls or OCls (,,Foreign Entities,,).

2.t.7 It hos been clorified under the NDI Rules thot investments mode by lndion
dntities which ore owned ond controlled by NRls, on o non-repotriotion bosis,
s[oll not be considered for the colculqtion of indirect foreign investment-

2.1.8 Though the investments mode by OCls or Foreign Entities on o non-
repotriotion bosis ore considered on por with resident investments ond ore
treoted like domestic investments, the investments mode by lndion entities
owned ond/ or controlled by such OCls or Foreign Entities on o non-
repotriotion bosis hove no specific corve-out. fh_e_ re_is no clority gs to whether
such investments ottroct reporting ond complionce requirements concerning
downstreom investments.

3 @"-,

2.t.6

o) A Non-resident lndion ("NRl") ie, on individuol resident outside lndio who
is o citizen of lndio.



( ?
As per the Moster Directions - Foreign lnvestment in lndio (updoted up to
Morch 17, 2022) t"NDl MD"l, the underlying principle of the downstreom
investment guidelines is thot "whot connot be done directly sholl not be done
indirectly"- NRI investments on o non-repotriotion bosis ore treoted os deemed

domestic investments. Accordingly. on investment mode by on lndion entity
thot is owned ond controlled by NRls, wherein the investment by such NRls is

mode on o non-repotriotion bosis, sholl not be considered for the colculotion
of indirect foreign investment.

2.1.10 While it could be orgued thot similor reosoning moy olso be opplied to
investments mode by on lndion entity owned ond controlled by OCls, wherein
the investment by such OCls is mode on o non-repotriotion bosis, the following
points ore worth noting:

o) The specific use of the Rhrose'lndion citizens'while describing IOCCs

b) Corve out only to lndion entities thot ore owned ond controlled by NRls

2.t.tt Per the correspondences received from the Reserve Bonk of lndio ("RBl") on

August 31, 2023, investments by SRPL ond jRPL in lndion componies were

c'Jncluded not to be indirect foreign investments by citing the obove provision

under the NDI MD. We understond thot the foct thot RJK ond SJK ore OCI

cordholders wos highlighted in communicotions to RBl. However, this foct wos

not deliberoted upon by the RBl.

2.1.12 Moreover, bosed on discussions with Authorised Deoler Bonks ("AD Bonks")

ond in the obsence of specific exclusions, we understond thot investment by

lndion componies thot ore owned ond controlled by OCls, wherein the
investment by such OCls is mode on o non-repotriotion bosis, will be construed

to be indirect foreign investments.

2.1.13 We sholl now proceed with the evoluotion of who controls SRPL ond JRPL

U
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2.1.9

2.1.14'Control'inocomponymeonstherighttooppointthemojorityofthedirectors
or to control the monogement or policy decisions including by virtue of their
shoreholding or monogement rights or shoreholders ogreement or voting

ogreement. A compony is soid to be controlled by resident lndion citizens

when the control is vested in resident lndion citizens ond/ or lndion componies

which ore ultimotely owned ond controlled by resident lndion citizens.



2.1.15 The obove definition hos brood contours ond is dependent on the focts ond
circumstonces of eoch cose. Whot is to be evoluoted is the foctum of control
either over the monogement or over policy moking.

2.1.16 We hove been given to understond thot by virtue of their shoreholding ond
directorship, RJK hos control over SRPL while SJK hos control over JRpL.
Control is not held by ony other person either by woy of stotute or ogreement.

2.1.17 Given the obove, o view could be token thot SRPL ond JRpL ore owned ond
controlled by persons resident outside lndio ond investments mode by such
entities in other lndiqn entities quolify os indirect foreign investments.

2.1.18

2.1.19 Pleose note thot in cose of indirect
complionces ore to be undertoken:

foreign investments, the following

o) Downstreom investment sholl hove the opprovol of the boord of directors
os olso o shoreholders' ogreement, if ony.

b) Only funds received from obrood or internol occruols ie, profits
tronsferred to reserve occount ofter poyment of toxes, ore permitted to
be used for moking o downstreom investment. Funds borrowed in the
domestic morkets connot be used.

c) The f irst level lndion compony moking downstreom investment sholl be
responsible for ensuring complionce with the provisions of the NDI Rules
for the downstreom investment mode by it ot the second level ond so on
ond so forth.

d) A certificote to this effect is to be obtoined from its stotutory ouditor on
on onnuol bosis ond complionce with the NDI Rules sholl be mentioned
in the director's report in the onnuol report.

e) The Secretoriot for lndustriol Assistonce, DpllT is to be notified within
3O doys of moking the downstreom investment.

The lndion entity moking the downstreom investment hos to file Form Dl
with the RBI within 30 doys of qllotment of the equity instruments.

f)
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As of dote, SRPL ond JRPL hove invested in equity instruments of lndion
componies ond in the copitol of o portnership firm. pleose note thot
downstreom investment by on FOCC in o portnership firm is not permitted.



S) Pricing guidelines to be odhered to. The price of equity instruments sholl
not be less thon the voluotion of equity instruments done os per ony
internotionolly occepted pricing methodology for voluotion on on orm's
length bosis duly certified by o Chortered Accountont or q Merchont
Bonker or o Cost Accountont, in cose of on unlisted lndion compony.

h) When o compony thot does not hove ony operotions mokes indirect
foreign investment or commences business, it will hove to comply with
the relevont sectorol conditions on entry routes, conditionolities, ond
cops.

2.2 Would it be required to reolign the shoreholding of SRPL ond JRPL such thot
SRPL is wholly owned by RJK ond JRPL is wholly owned by SJK for JRPL ond
SRPL to be construed os IOCCT

o) lf yes, whot ore the options thot could be evoluoted for the re{lignment
of shoreholding of SRPL ond JRPL?

b) lf reolignment of shoreholding of SRPL ond JRPL is not necessory con
the shoreholding of GGLLC in SRPL ond of GILLC in JRPL be increosed up
to 49lo?

c) ls it permissible for equity shores of SRPL to be tronsferred by GGLLC to
(JKond for equity shores of JRPLto betronsferred by GILLC to SJK? Whot
ore the key implicotions under the Foreign Exchonge Monogement Act,
1999 (,FEMA') ond lncometoxAct 1961 (,1TAct')?

d) Whot ore the key implicotions under FEMA ond the lT Act on tronsfer of
equity shores of SRPL ond JRPL to Modi Properties Privote Limited
("MPPL") ond the subsequent tronsfer of such shores by MPPL to RJK ond
SJK?

2.2.1 Given thot SRPL ond JRPL quolify os FOCCs on occount of RJK's ond SJK's

holdings in SRPL ond JRPL respectively, re-ol ignment of shoreholding os

envisoged not be porticulorly beneficiol.

2.2.2 Nonetheless, the key implicotions from on lT Act ond FEMA perspective for the
scenorios envisoged by the monogement for the re-olignment of shoreholding
of JRPL ond SRPL hove been coptured below.
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2.2.3 Scenorio 1 : Direct tronsfer to RJK ond SJK

o) FEMA

A person resident outside lndio, not being on NRI or OCl, moy tronsfer by
woy of sole or gift the equity instruments of on lndion compony held by
him to ony person resident outside lndio. Given this, equity shores of
SRPL held by GGLLC moy be tronsferred to RJK ond equity shores of JRPL
held by GILLC moy be tronsferred to SJK.

b) ]TAct

ln the honds of GGLLC/ GILLC

Tronsfer of equity shores of SRPL ond JRPL moy result in copitot goins
tox implicotions in the honds of GGLLC ond GILLC respectively. Such
goins, if ony, will be toxoble ot 10olo++ if the equity shores ore held for
more thqn 24 months, or else ot 4096++.

As per Section 50CA of the lT Act, where the considerotion received
on tronsfer of equity shores (other thon quoted shores) is less thon
its tox foir morket volue ('Tox FMV"), such Tox FMV sholl be deemed
to be the full volue of considerotion for the purpose of computing
copitol goins ond tox thereon, if ony.

Tox FMV for Section 50CA of the lT Act sholl be determined in
occordonce with Rule l1UA of the lncome-tox Rules, 1962 ("lT
Rules") - okin to net book volue.

As per Section 206C(1H) of the lT Act, every seller must collect tox ot
source from the buyer, on the sole of goods (includes unlisted shores), ot
the rote of 0.10% of the sole considerotion exceeding INR 50 lokhs in on
FY I'"TCS Provisions"l.
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Given thot the equity shores of SRPL ond JRPL ore held by GGLLC ond
GILLC respectively on o repotriotion bosis, on trqnsfer, such shores would

_.outomoticolly 
be held by RJK ond SJK on o repotriotion bosis.

Pleose note thot the pricing guidelines ond reporting requirements under
the NDI Rules do not opply to the tronsfer of equity instruments between
persons resident outside lndio. Further, there ore no specificotions on
modes of poyment.



The TCS Provisions ore opplicoble where the totol soles, gross

receipts or turnover from the business of the seller exceeds INR 10

crores in the FY immediotely preceding the FY in which the goods
ore sold.

However, the oloresoid provisions would not opply if (i) the goods

ore exported out of lndio or (ii) the buyer is lioble to withhold tox
ond hos withheld such toxes.

We hove been informed thot the totol soles, gross receipts or
turnover Irom the business of GGLLC ond GILLC hove not exceeded
INR 10 crores in FY 2022-23, ond hence, neither does GGLLC nor
GILLC quolify os o 'seller' to invoke the TCS Provisions.

ln the honds of RJK/ SJK

As per Section 56(2Xx) of the lT Act ["Recipient Tox"l, where o person
receives ony property (includes shores) from onother person for o

considerotion which is less thon its Tox FMV, the excess of the Tox FMV

over the considerotion poid (where it exceeds INR 50,000) would be

subiect to tox in the honds of the recipient under the heod 'lncome from
other sources' upto 30%++.

We understond thot the tronsfer, if undertoken, will be corried out
ot or obove the Tox FMV ond occordingly, Recipient Tox sholl not
opply.

Tox FMV for the purposes of Section 56(2Xx) of the lT Act sholl be

determined in occordonce with Rule llUA of the lT Rules - okin to
net book volue.

The following complionces will hove to be undertoken:

Obtoin Form No. 15CA ond Form No. 15CB (if opplicoble).

Comply with withholding tox obligotions under Section 195 of the
lT Act.
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2.2.4 Scenorio 2 : Tronsfer to MPPL qnd subsequent tronsfer to RJK ond SJK

o) FEMA

Leg 1: Tronsfer of equity shores of SRPL ond JRPL by GGLLC ond GILLC

respectively to MPPL

A. person resident outside lndio, holding equity instruments of on lndion
compony moy tronsfer the some to o person resident in lndio by woy of
sole or gift ond odhere to the pricing guidelines, documentotion, ond
reporting requirements under the NDI Rules.

The price of equity instruments of qn lndion compony tronsferred by o
resr ent outside lndio to o person resident in lndio sholl not

exceed the voluotion of equity instruments done os per ony
internotionolly occepted pricing methodol for voluotion on on orm's
length osts u certified by o Chortered Accountont or o Merchont
Bonker or o Cost Accountont, in cose of on unlisted lndion compony.

sole proceeds (net of toxes) moy be remitted ;;;

Fo FC-TRS holl be filed for the tronsfer of equity instruments between
o person resident outside lndio holding equity instruments in on lndion
compony on o repotrioble bosis ond o person resident in lndio.

The onus of reporting sholl be on the resident tronsferee.

Form FC-TRS sholl be filed within 60 doys of the tronsfer of equity
instruments or receipt/ remittonce of funds whichever is eorlier.

Leg 2 : Tronsfer of equity shores of SRPL ond JRPL by MPPL to RJK ond
5JK respectively

A person resident in lndio holding equity instruments of on lndion

compony moy tronsfer the some to o person resident outside lndio by

woy of sole subject to the odherence to entry routes, sectorol cops,
pricing guidelines, ond other ottendont conditions os opplicoble ond
documentotion ond reporting requirements for such tronsfers under the
NDI Rules.

9 @-"

We understond thot MPPL is on IOCC.
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The entry routes, sectorol cops, pricing guidelines, ond other ottendont
conditions, however, will not opply in cose the tronsferee is on OCI

ocquiring such investment on o non-repotriotion bosis.

For investment on o non-repotriotion bosis, the omount of considerotion
sholl be poid os inword remittonce from obrood through bonking
chonnels or out of funds held in NRE/ FCNR(B)/ NRO occount.

b) lT Act

ln the honds of GGLLC/ GILLC

lmplicotions coptured under poro 2-2.3 bl obove in the honds of GGLLC/

GILLC to similorly opply.

ln the honds of MPPL

Recipient Tox provisions would not opply where the shore tronsfer is

undertoken ot or obove the Tox FMV.

The following complionces will hove to be undertoken

Comply with withholding tox obligotions under Section 195 of the
lT Act.

Tronsfer of equity shores of SRPL ond JRPL moy result in copitol goins

tox implicotions in the honds of MPPL. Such goins, if ony, will be toxoble
ot 22o/o++ (ossumed concessionol tox regime opted for) given the equity
shores will be held for not more thon 24 months.

Provisions of Section 50CA of the lT Act would not opply where the
shore tronsfer is undertoken ot or obove the Tox FMV.

TCS Provisions, if opplicoble, to be complied with.

Recipient Tox provisions would not opply where the shore tronsfer is

undertoken ot or obove the Tox FMV.
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Obtoin Form No. 15CA ond Form No. 15CB (if opplicoble).

ln the honds of RJK/ SJK



2.3 Are there ony FEMA implicotions if investments ore mode by JRPL ond SRPL in
the following modes in lndion componies:

o) Equity Shores, Compulsorily Convertible Preference Shores ("CCPS') or
Compulsorily Corwertible Debentures (" CCD')

b) Optionolly Convertible Debentures COCD') or Optionolly Convertible,
Redeemoble Preference Shores (TOCPS')

c) Non-convertible Debentures (NCDI or Redeemoble Preference Shores
(,RPS')

2.3.7

2.3_2

2.3.3 Given this, copitol instruments moy be considered to hove the some meoning
os equity instruments under the NDI Rules. Equity instruments hove been
defined under the NDI Rules to meon equity shores, convertible debentures,
preference shores, ond shore worronts issued by on lndion compony.

2.3.4 'Convertible debentures' meons fully ond mondotorily convertible debentures
while 'preference shores' meons fully ond mondotorily convertible preference
shores. Thu

convertible
s, equity instruments do not inc lude optionolly co r non-
securities such os OCD, OCPS, NCD. ond RPS.

2.3.5

2.3.6

Hoving regord to the obove, one con soy thot investment in optionolly/ non-
convertible instruments by on FOCC would not require odherence to the NDI

Rules. However, on conversion of optionolly convertible securities into equity
instruments, one hos to odhere to downstreom investment regulotions.

Accordingly, the pricing guidelines would opply ot the time of conversion ond
not ot the time of investment in the cose of optionolly convertible instruments.
However, AD Bonks moy toke o view thot pricing ot the time of investment
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d) lnterrorporoteDeposits("lCD')

It is pertinent to note thot the downstreom investment regulotions opply only
to investments mode by on lndion entity in the 'copitol instruments' of onother
lndion entity. The term 'copitol instruments' hos not been defined under the
NDI Rules.

Guidonce moy be token from the erstwhile Foreign Exchonge Monogement
(Tronsfer or lssue of Security by o Person Resident Outside lndio) Regulotions,
2017 (TISPRO"). We wish to highlight thot the NDI Rules hove superseded
TISPRO ond the term copitol instrument used in TISPRO hos been reploced by
equity instrument in the NDI Rules.



should olso be considered to determine the floor price.

2.3.7 A question moy orise os to whether optionolly convertible/ non-convertible
instruments ond lCDs toke the colour of Externol Commerciol Borrowings
("ECB") or debt instruments.

2.3.8 Such instruments would be out of the purview of the Foreign Exchonge
Monogement (Borrowing ond Lending) Regulotions, 2018 ond Foreign
Exchonge Monogement (Guorontees) Regulotions, 2000 (collectively "ECB
Regulotions") ond Foreign Exchonge Monogement (Debt lnstruments)
Regulotions, 2019 ("Debt lnstruments Regulotions") os they opply only to
investments or lending by o person resident outside lndio into lndio. An FOCC

being on lndion entity would not be subject to the ECB Regulotions ond Debt
lnstruments Regulotions.

2.3.9 We wish to highlight thot the Componies Act, 2013 ("Componies Act") provides
o fromework for occeptonce of deposits by componies- As per Section 2(31) of
the Componies Act, 'deposit' includes ony receipt of money by woy of deposit
or loon or in ony other form by o compony but does not include such
cotegories of omount os moy be prescribed in consultotion with the RBl.

2.3.10 Any omount received by o compony from ony other compony is corved out
from the definition of deposit. Given this, occeptonce of loons ond deposits by
on lndion compony from JRPL ond SRPL would foll outside the ombit of the
oforementioned f romework.

2.4 ls it permissible forJRPL ond SRPL to invest in Biopolis GV LLP ond lnventopolis
LLP (collectively 'Development LLPsl which ore engoged in the business of
constructiondevelopment ond eorning of leose rentols?

2.4.1 A person resident outside lndio moy contribute to the copitol of on LLP

operoting in sectors or octivities where foreign investment up to 10006 is

permitted under the outomotic route ond there ore no FDI linked performonce
conditions ie. investment conditions prescribed for certoin sectors.

2.4.2 Similorly, indirect foreign investment is permitted in on LLP in sectors where
foreign investment is ollowed up to 100% under the outomotic route qnd there
ore no FDI linked performonce conditions.

2.4.3 Construction-development projects include the development of townships,
construction of residentiol/ commerciol premises, roods or bridges, hotels,
resorts, hospitols, educotionol institutions. recreotionol focilities, city ond
regionol level infrostructure ond townships.
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While 100o/o FDI under the outomotic route is

undertoking construction-development projects,
performonce conditions hove been prescribed-

permitted
certoin

entities
linked

for
FDI

2.4.5 Given the obove, indirect foreign investment in the Development LLPs would
not be permitted under the outomotic route.

2.5 ls it feosible for SRPL ond JRPL to borrow from bonks in lndio ogoinst the
rcNR (B) deposit of RJK ond SJK or by utilizing the stondby letter of credit
issued by the overseos bonker of RJK ond SJK?

2.5.L We understond thot the proposed borrowings ore intended to be utilized for
the business of SRPL ond JRPL os well os for investment in group entities.

q Per Bl direc tions" typicol ly, bonks connot finonce eoc
shores. Given this, borrowings fro nks moy not be leveroged for
investments in other lndion entities.

2.5.3 As per the Foreign Exchonge Monogement (Deposit) Regulotions, 2016
("Deposit Regulotions"), AD Bonks moy gront loons (includes fund bosed/ non-
fund bosed focilities) to third porty resident individuols/ firms/ componies in
lndio ogoinst the colloterol of fixed deposits held in FCNR (B) occount, subject
to the following conditions:

o) The loon should be utilised for personol purposes or for corrying on
business octivities except for relending or corrying on ogriculturol/
plontotion octivities or for investment in reol estote business.

b) There should be no direct or indirect foreign exchonge considerotion for
the non-resident depositor ogreeing to pledge his deposits to enoble the
resident individuol/ firm/ compony to obtoin such focilities.

c) The usuol norms ond considerotions os opplicoble in the cose oI
odvonces to trode/ industry sholl opply to such credit focilities.

2.5.4 Given the obove, SRPL ond JRPL moy borrow from bonks in lndio ogoinst the
FCNR (B) deposit of RJK ond SJK for business purposes.

2.5.5 As per the Moster Direction - Externol Commerciol Borrowings, Trode Credits
ond Structured Obligotions (updoted os on December 22,2O231, borrowing
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2.4.4

2.5.

d) The morgin requirement sholl be notionolly colculoted on the Rupee
equivolent of the deposits.



2.5.6

ond lending in lndion Rupees between two residents does not ottroct ony
provisions of FEMA.

In coses where o Rupee focility thot is either fund bosed or non-fund bosed
(such os o letter of credit/ guorontee/ letter of undertoking/ letter of comfort)
is guoronteed by o non-resident, there is no tronsoction involving foreign
exchonge until the guorontee is invoked ond the non-resident guorontor is

required to meet the liobility under the guorontee.

2.5.7 The orrongements sholl be with the following terms:

o) The non-resident guorontor moy dischorge the liobility by i) poyment out
of Rupee bolonces held in lndio or ii) by remitting the funds to lndio or iii)
by debit to his FCNR(B)/ NRE occount mointoined with on AD Bonk in
lndio.

b) The non-resident guorontor moy enforce his cloim qgoinst the resident
borrower to recover the omount ond on recovery, he moy seek

repotriotion of the omount if the liobility is dischorged either by inword
remittonce or by debit to FCNR(B)/ NRE occount.

c) The repoyment moy be mode by credit to the FCNR(B)/ NRE/ NRO

occount of the guorontor, provided the omount remitted/ credited sholl
not exceed the Rupee equivolent of the omount poid by the non-resident
guorontor ogoinst the invoked guorontee.

d) However, in cose the liobility is dischorged by poyment out of Rupee

bolonces, the omount recovered con be credited to the NRO occount of
the non-resident guorontor.

Generol permission is ovoiloble to o resident, being o principol debtor to
moke poyment to o person resident outside lndio, who hos met the
liobility under o guorontee.

2.5.8 Bosed on our discussions with the AD Bonks, we understond thot while
stondby letter of credit is not treoted os o guorontee, in cose the stondby letter
of credit is drown, the oforementioned terms will similorly opply.

2.6 ls it permissible for RJK ond SJK to borrow from bonks/ finonciol insthutions/
privote lenders, in lndio for the purpos€ of:

e)
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o) Onword lending (unsecured loon) to SRPL ond JRPL



b) lnvestment in equity shores, CCD or CCPS of SRPL ond JRPL

c) lnvestment in OCD or OCPS of SRPL ond JRPL

d) lnvestment in NCD or RPS of SRPL ond JRPL

on repot otion or non-repotriotion bosis.

2.6.L A person resident in lndio is permitted to lend to o borrower being o person
resident outside lndio under the outomotic route only in specific coses under
the ECB Regulotions.

2.6.2 An AD Bonk in lndio moy gront o loon in INR to on NRI/ OCI Cordholder for its
own business purposes- Such loons moy not be used for restricted end uses

such os investment in copitol morkets ond reol estote octivity.

2-6-3 Given thot AD Bonks ond persons other thon AD Bonks ore not specificolly
permitted to lend to borrowers being persons resident outside lndio under the
outomotic route for the purposes of relending or investment in lndio,
borrowings by RJK ond SJK os envisoged would not be feosible.

2.6.4 Pleose note, AD Bonks moy gront loons in lndio to the holders of NRE occount/
FCNR(B) deposit ogoinst security of funds held in such occounts for the
purpose of moking direct investment in lndio on non-repotriotion bosis bywoy
of contribution to the copitol of lndion firms/ componies.

2.6.5 Repoyment of the loon sholl be mode either by odjustment of the deposit or
by fresh inword remittonces from outside lndio through bonking chonnels or
out of locol rupee resources in the NRO occount of the borrower.

2.6.6 However, in ony cose, investment by RJK ond SJK in lndion entities would
require odherence to NDI Rules, ECB Regulotions ond Debt lnstruments
Regulotions, os the cose moy be.

2.-t.l ln terms of the Reserve Bonk of lndio Act, 1934 ("RBl Act") ond the rules ond
clorificotions prescribed thereunder, no compony sholl commence or corry on
the business of o non-bonking finonciol institution without obtoining o

certif icote of registrotion ond complying with reloted conditions thereto.
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2.7 ls SRPL or JRPL o Norrbonking Finonciol Compony fNBrc1 or o Core
lnvestment Compony ("ClC')?



2.7.2 An NBFC hos been defined to meon:

o) A finonciol institution which is o compony.

b) A non-bonking institution which is o compony, ond which hos os its
principol business the receiving of deposits. under ony scheme or
orrongement or in ony other monner, or lending in ony monner.

Such other non-bonking institution or closs of such institutions, os moy
be notified.

2.7.3 A finonciol institution meons ony non-bonking institution thot corries on os its
business or port of its business ony of the following octivities:

o) The finoncing, whether by woy of moking loons or qdvonces or otherwise,
of ony octivity other thon its own.

b) The ocquisition of shores, stocks, bonds, debentures or securities issued
by o Government or locol outhority or other morketoble securities of o
like noture.

Letting or delivering of ony goods to o hirer under o hire-purchose
ogreement.

d) The corrying on of ony closs of insuronce business.

e) Monoging, conducting or supervising, os foremon, ogent or in ony other
copocity, of chits or kuries, or ony business, which is similor thereto.

Collecting, for ony purpose or under ony scheme or orrongement by
whotever nome colled, monies in lump sum or otherwise, by woy of
subscriptions or by sole of units, or other instruments or in ony other
monner ond owording prizes or gifts, whether in cosh or kind, or
disbursing monies in ony other woy, to persons from whom monies ore
collected or to ony other person.

2.7.4 Only componies predominontly engoged in finonciol octivity would be required
to be registered with ond be reguloted by RBl. Hence, if the compony is

engoged in ogriculturol operotions, industriol octivity, purchose ond sole of
goods, providing services or purchose, or sole or construction of immovoble
property os its principol business ond finonciol business constitutes o minor
portion of its operotions, it will not be reguloted by the RBl.

c)

c)

f)
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2.7.5 As per the press releose doted April 8, 1999, to identify whether o porticulor
compony is on NBFC, the ossets ond income pottern os evidenced by the lost
oudited bolonce sheet dote is to be considered to decide its principol business.

2.7.6 'Finonciol octivity' is deemed to be the principol business octivity if o compony
sotisfies the below mentioned 50-50 test:

o) Finonciol ossets ore more thon 50o/o of its totol ossets (netted off by
intongible ossets); ond

b) lncome from finonciol ossets should be more thon 50o/o of the gross
tncome.

2.7.7 Finonciol ossets include ossets thot ore finonciol in noture except cosh, bonk
deposits, odvonce poyment of toxes ond deferred tox poyments.

2.7.8 lt hos been clorified by the RBI thot the octivity of 'leosing ond finonce' which
is omongst the octivities undertoken by NBFC covers only'finonciol leoses'ond
not'operoting leoses'.

2"7.9 Bosed on o perusol of the oudited finonciols of SRPL ond JRPL for the period
ended Morch 3L,2023, it is opporent thot the 50-50 test will not be met. This
evoluotion hos to be mode on o yeor on yeor bosis.

2.7.10 However, in o scenorio where Romkey Selinium is tronsferred. given the ossets

would then substontiolly comprise of investments in ond loons to group
entities ond the income would mojorly comprise of income from such
investments ond loons, the risk of SRPL ond JRPL quolifying os on NBFC connot
be ruled out.

2.7.11 CIC meons on NBFC corrying on the business of ocquisition of shores ond
securities hoving totol ossets of not less thon INR 100 crore either individuolly
or in oggregote olong with other CIC in the Group ond which roises or holds
public funds. The following conditions ore to be sotisfied os on the dote of the
lost oudited bolonce sheet compony:

o) Holds not less thon 90o/o of its net ossets in the form of investment in

equity shores, preference shores. bonds, debentures, debt or loons in
group componies-

lnvestments in the equity shores (including instruments compulsorily
convertible into equity shores within o period not exceeding 10 yeors
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c) Does not trode in its investments in shores, bonds, debentures, debt or
loons in group componies except through block sole for the purpose of
dilution or disinvestment.

d) lt does not corry on ony other fanonciol octivity.

2.7.12 Given thot SRPL ond JRPL ore not NBFCs, it could be orgued thot they do not
quolify os ClCs even if the conditions stipuloted therein ore sotisfied. However,
given thot RBI hos clorified thot ClCs need not meet the principol business

criterio stipuloted for NBFCs, one con olso orgue thot if conditions stipuloted
for ClCs ore sotisfied, CIC registrotion would hove to be obtoined,

2.7.L3 As of dote, in ony cose, given thot the totol ossets of SRPL ond JRPL do not
exceed INR 100 crore nor do they sotisfy other conditions prescribed, SRPL

ond JRPL would not be construed os ClCs.

3. SCOPE LIMITATION

3.1 The content of the note ond ony views expressed therein ore entirely bosed on
informotion ond documentotion provided to us. Our conclusions ore bosed on
the completeness ond occurocy of the stoted focts ond ossumptions. Any
inoccurocy could hove o moteriol impoct on our views or conclusions ond should
therefore be intimoted to us immediotely.

3.2 The conclusions reoched ond views expressed in the note ore motters of view.
Our view is bosed on our understonding of the lndio low ond regulotions
prevoiling os of the dote of this note ond our post experience with the tox
ond/or regulotory outhorities, However, there con be no ossuronce thot the tox
outhorities or regulotors moy not toke o position controry to our views.

3.3 Legislotion, its odministrotive ond judiciol interpretotion, ond the policies of the
tox ond/or regulotory outhorities ore subject to chonge from time to time, ond
these moy hove o beoring on the odvice thot we hove given. Accordingly, ony
chonge or omendment in the low or relevont regulotions would necessitote o
review of our comments qnd recommendotions contoined in this note. Unless
specificolly requested, we hove no responsibility to cqrry out ony review of our
comments for chonges in lows or regulotion occurring ofter the dote of this
note.
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from the dote of issue) in group componies constitute not less thon 600lo

of its net ossets.



3.4

3.5

3.6

3.7

Notwithstonding onything to the controry, this note wos prepored exclusively
for JRPL ond SRPL ond is bosed on the specific focts presented to us by JRPL
ond SRPL os ot the dote of this note. The odvice is dependent on specific focts
ond circumstonces ond moy not be oppropriote to onother porty. This note wos
prepored with only the interests of JRPL ond SRPL in mind ond wos not plonned
or corried out in the contemplotion of ony use by ony other porty.

Aeko Advisors, its portners, employees ond or ogents, neither owe nor occept
ony duty of core or ony responsibility to ony other pdrty, whether in controct or
in tort (including without limitotion, negligence or breoch of stotutory duty)
howsoever orising, ond sholl not be lioble for ony cloim whotsoever in respect
of ony loss, domoge or expense of whotever noture which is coused to or
suffered by ony other porty.

This note or ony portion thereof moy not be distributed or otherwise mode
ovoiloble to onyone else without our prior written consent. ln vorious sections
of this document, for eose of understonding ond os o stylistic motter, terms
such os "is" or'will" or "should" moy be used. Such longuoge should not be
construed to olter the "Conclusions" section of this document.

This odvice is not intended or written to be used, ond it connot be used, for the
purpose of ovoiding ony toxes ond opplicoble penolties- The content of this note
is limited to the motters specificolly oddressed herein ond is not intended to
oddress other potentiol tox consequences or the potentiol opplicotion of tox
penolties to this or ony other motter.
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1. OUR UNDERSTANDING OFTHE FACTS

1.1 Rojesh Kumor Joyontilol Kodokio (,,RJK,,) ond Shorod Kumor Joyontilol
Kodokio ("SJK") ore Overseos Citizens of lndio (,,OCls,,) ond hold citizenship in
the United Stotes of Americo. We understond thot RJK ond SJK were persons
resident outside lndio for lndio tox ond regulotory purposes ot the time of
investments ond continue/ will continue to be so for the Finonciol yeor {,,Fy,,)
2023-24 ond onwords.

L.2 SDNMKJ Reolty Privote Limited ("SRPL',) ond JMK GEC Reoltors privote
Limited ("JRPL") ore privote componies incorporoted in Indkr ond engoged in
the business of construction, development, ond leosing of reol estote
properties.

1.3 The ossets of SRPL ond JRPL comprise substontiolly of investment in the
immovoble property being Romkey Selinium, o corporote premises in
Hyderobod, from which leose rentols ore eorned. JRpL ond SRPL hove invested
in ond odvonced loons to other lndion entities.

1.4 The shoreholding pottern, os of dote, of SRpL ond JRpL is os depicted below:

sJ(

83 52%

l12l%

5JK

1

LLC i"C61r.1

@,



1.5 The investment of RJK qnd SJK in SRPL ond JRPL wos undertoken on o non_
repotriotion bosis ond out of income eorned/ funds inherited in lndio. ln
controst, investment by GGLLC in SRpL ond GILLC in lRpL wos undertoken on
o repotriotion bosis.

1.6 lnvestments in SRPL ond JRpL ore held by its shoreholders os copitol ossets
ond not os stock-in-trode.

1.7 The directors of SRpL ond JRpL, os of dote, ore listed below:

1.8 The monogement of Greens Group hos opprooched Aeko Advisors lndio LLp
to evoluote the reosibirity of certoin tronsoctions ond provide crorificotions
from on lndio regulotory perspective.

.. vuEr{tE5

2.L

2.1.1

Are investments by SRpL ond JRpL in other lndion componies ond Umited
Liobility Portnerships ("LLps,) subject to the downstreom investment rules
under the Foreign Exchonge Monogement (Non-debt lnstruments) Rules, 20l9
("NDl Rules')?

An lndion €ntity (ie, on lndion compony or on LLp) thot hos received indirect
foreign investment is required to comply with the entry route, sectorol cops,
pricing guidelines, ond other ottendont conditions os opplicoble to Foreign
Direct lnvestment ("FDl,).

lndirect foreign investment meons downstreom investment ie, investment jn
the copitol instruments or the copitol, os the cose moy be, in on lndion entity
by onother lndion entity which:

o) hos received totol
investment); ond

is not owned ond not controlled by resident lndion citizens or is owned

RJK USA

SJK USA

Person resident
outside lndio

Sohom Modi lndio
Tejo I Modi lndio

Resident

Residentiol Stotus for
lndio tox ondDirector Citizenship

re uloto ur ses

)

b)

Q"n,

2.1.2

foreign investment (includes indirect foreign



2.1.3

2.t.4

2.1.5

2,7.6

2.L.7

2.1.8

or controlled by persons resident outside lndio - commonly referred to
os o Foreign Gwned ond/ or Controlled Compony ("FOCC").

An lndion compony thot is owned ond controlled by resident lndion citizens or
thot is corved out from the opplicobility of the downstreom investment
regulotions is commonly referred to os on lndion Owned ond Controlled
Compony ("|OCC").

The NDI Rules prescribe whot determines ,ownership, ond ,control, to
oscertoin whether on lndion compony is on FOCC or IOCC.

'Ownership' of on lndion compony ref€rs to the beneficiol holding of more thon
5006 of the equity inst.urnents of such corrlpony. A compony is soid to be
owned by resident lndion citizens if the ownership of the lndion compony is
vested in resident Indion citizens ond/ or lndion componies which ore
ultimotely owned ond controlled by resident lndion citizens.

It is pertinent to note thot the following persons moy pur€hose equity
instruments issued by o compony on o non-repotriotion bosis - such
investment sholl be deemed to be domestic investment ot por with the
investment mode by residents:

o) A Non-resident lndion ("NRl") ie, on individuol resident outside lndiq who
is o citizen of lndio.

c) A compony, o trust ond o portn€rship firm incorporoted outside lndio ond
owned ond controlled by NRls or OCls ("Foreign Entities,,).

It hos been clorified under the NDI Rules thot investments mode by lndion
entities which ore owned ond controlled by NRls, on o non-repotriotion bosis,
sholl not be considered for the colculotion of indirect foreign investment.

Though the investments mode by OCls or Foreign Entities on o non-
repotriotion bosis ore considered on por with resident investments ond ore
treoted like domestic investments, the investments mode by lndion entities
owned ond/ or controlled by such OCls or Foreign Entities on o non-
repotriotion bosis hove no specific corve-out. There is no clority os to whether
such investments ottroct reporting ond complionce requirements concerning
downstreom investments.

3 Q"-,

b) An OCI ie, on individuol resident outside lndio who holds on OCI cord.



2.1.9 As per the Moster Directions - Foreign lnvestment in lndio (updoted up to
Morch 17, 2022) f'NDl MD"l, the underlying principle of the downstreom
investment guidelines is thot "whot connot be done directly sholl not be done
indirectly". NRI investments on o non-repotriotion bqsis ore treoted os deemed
domestic investments. Accordingly, on investment mode by on lndion entity
thot is owned ond controlled by NRls, wherein the investrnent by such NRls is
mode on o non-repotriotion bosis, sholl not be considered for the colculotion
of indirect foreign investment.

2.1.10 While it could be orgued thot s;milor reosoning moy olso be opplied to
investments mode by on lndion entity owned ond controlled by OCls, wherein
the investment by such OCls is mode on o non-repotriotion bosis, the following
points ore worth noting:

o) The specific use of the phrose'lndion citizens'while describing IOCCs

b) Corve out only to lndion entities thot ore own€d ond controlled by NRls

2.1.11 Per the correspondences received from the Reserve Bonk of lndio (,,R81,,) on
August 31, 2023, investments by SRPL ond JRpL in Indion componies were
concluded not to be indirect foreign investments by citing the obove provision
under the NDI MD. We understond thot the foct thot RJK ond SJK ore OCI
cordholders wos highlighted in communicotions to RBl. However, this foct wos
not deliberoted upon by the RBl.

2.1.13 We sholl now proceed with the evoluotion ofwho controls SRPLond JRpL.

2.1.14'Control'inocomponymeonstherighttooppointthemojorityofthedirectors
or to control the monogement or policy decisions including by virtue of their
shoreholding or monogement rights or shoreholders ogreement or voting
ogreement, A compony is soid to be controlled by resident lndion citizens
when the control is vested in resident lndion citizens ond/ or lndion componies
which ore ultimotely owned ond controlled by resident lndion citizens.

4 @"-,

2.1.12 Moreover, bosed on discussions with Authorised Deoler Bonks (,,AD Bonl(s,,)
ond in the obsence of specific exclusions, we understond thot investment by
lndion componies thot ore owned ond controlled by OCls, wherein the
investment by such OCls is mode on o non-repotriotion bosis, will be construed
to be indirect foreign investments.



2'1.15 The obove definition hos brood contours ond is dependent on the fscts ond
circumstqnces of eoch cose. whot is to be evoluoted is the foatum of control
either over the monogement or over policy moking.

2.1.16 we hove been given to understond thot by virtue of their shorehording ond
directorship, RJK hos control over SRpL while SJK hos control over JRpL,
Control is not held by ony other person either by woy of stotute or ogreement.

2.L,17 Given the obove, o view could be token thot SRPL ond JRpL ore owned ond
controlled by persons resident outside lndio ond investments mode by such
entities in other lndion entities quolify os indirect foreign investments.

2.1-18 As of dote, sRPL ond JRpL hove invested in equity instruments of lndion
componies ond in the copitol of o portnership firm. pleose note thot
downstreom investment by on FOCC in o portnership firm is not permitted.

2.1'19 Pleose note thot in cose of indirect foreign investments, the following
complionces ore to be undertoken:

o) Downstreom investment sholl hove the opprovol of the boord of directors
os olso o shoreholders' ogreement, if ony.

b) Only funds received from obrood or internol occruols i€, profits
tronsferred to reserve occount ofter poyment of toxes, ore permitted to
be used for moking o downstreom investment. Funds borrowed in the
domestic morkets connot be used.

c) The first level lndion compony moking downstrecm investment sholl be
responsible for ensuring complionce with the provisions of the NDI Rules
for the downstreom investment mode by it ot the second level ond so on
ond so forth.

e) The secretoriot for lndustrior Assistonce, Dp[T is to be notified within
30 doys of moking the downstreom investment.

The lndion entity moking the downstreom investment hos to file Form Dl
with the RBI within 30 doys of ollotment of the equity instruments.

f)

5
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d) A certificote to this effect is to be obtoined from its stotutory ouditor on
on onnuol bosis ond complionce with the NDI Rules sholl be mentioned
in the director's report in the onnuol report.



S) Pricing guidelines to b€ qdhered to. The price of equity instruments sholl

not be less thon the voluotion of equity instruments done os per ony

internotionolly occepted pricing methodology for voluotion on on orm's

length bosis duly certified by o Chortered Accountont or o Merchont
Bonker or o Cost Accountont, in cose of on unlisted lndion compony.

h) When o compony thot do€s not hove ony operotions mqkes indirect

foreign investment or commences business, it will hove to comply with
the relevont sectorol conditions on entry routes, conditionolities, ond

cops.

WouH it be required to redign the shoreholding of SRPL ond JRPL such thot
SRPL is wholly owned by RJK ond JRPL is wholly owned by SJK for JRPL ond

SRPL to be construed os IOCC?

o) lf yes, whot ore the options thot could be evoluoted for the rlolignment
of shoreholding of SRPL ond JRPL?

b) lf re-olignment of shoreholding of SRPL ond JRPL is not necessory, con

the shoreholding of GGLLC in SRPL ond of Gll.IC in JRPL be increosed uP

to 4E6?

c) ls it permissible for equrty shores of SRPL to be tronsferred by GGLLC to
RJK ond for equity shores of JRPL to be tronsferred by GILLC to SJK? Whot

ore the key implicotions under the Foreign Exchonge Monogement Act,

1999 f FEMAI ond lncome-tox Act, 1961 eII Act')?

d) Whst ore th€ key implhotions under FEMA ond th€ lT Act on tronsfer of
equity shores of SRPL ond JRPL to Modi ProPerties Privote Umited
('MPPL') ond the subsequent tronsfer of such shores by MPPL to RJK ond

SJK?

2.2.t Given thot SRPL ond JRPL quolify os FoCCs on occount of RJK's ond SJK's

holdings in SRPL ond JRPL respectively, re-olignment of shoreholding os

envisoged would not be porticulorly beneficiol.

2.2.2 Nonetheless, the key implicotions from on lT Act ond FEMA perspective for the

scenorios envisoged by the monog€ment for the re-olignm€nt of shoreholding

of JRPL ond SRPL hove been coptured below.

6 @"-.
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2.2.3 Scenorio 1 : Direct tronsfer to RJK ond SJK

O) FEMA

Given thot th€ equity shores of SRpL ond JRpL ore held by GGLLC ond
GILLC respectively on o repotriotion bosis, on tronsfer, such shores would
outomoticolly be held by RJK ond SJK on o repotriotion bosis.

Pleose note thot the pricing guidelines ond reporting requirements under
the NDI Rules do not opply to the tronsfer of equity instruments between
persons resident outside lndio. Further, there ore no specificotions on
modes of poyment.

b) Ir Act

ln the honds of GGLLC/ GILLC

Tronsfer of equity shores of SRPL ond JRPL moy result in copitol goins
tox implicotions in the honds of GGLLC ond GILLC respectively. Such
goins, if ony, will be toxoble ot loolo++ if the equity shores ore held for
more thon 24 months, or else ot 4006++,

As per Section 50CA of the lT Act, where the considerotion received
on tronsfer of equity shores (other thon quoted shores) is less thon
its tox foirmorket volue {"Tu FMV,,), such Tox FMV sholl be deemed
to be the full volue of considerotion for the purpose of computjng
copitol goins ond tox thereon, if cny.

Tox FMV for Section 50CA of the lT Act sholl be determined in
occordonce with Rule l lUA of the lncome_tox Rules, 1962 (,,17
Rules") - okin to net book volue.

As per section 206c(1H) of the rr Act, every sefler must coflect tox ot
source from the buyer, on the sole of goods (includes unlisted shores), ot
the rote of 0.10% of the sole considerotion exceeding INR 50 lokhs in on
FY r'TCS Provisions,,l.

A
\ll"u"

A person resident outside lndio, not being on NRI or OCl, moy tronsfer by
woy of sole or gift the equity instruments of on lndion compony held by
him to ony person resident outside lndio. Given this, equity shores of
SRPL held by GGLLC moy be tronsferred to RJK ond equity shores oflRpL
held by GILLC moy be tronsferred to SJK.

7



The TCS Provisions ore opplicoble where the totol soles, gross
receipts or turnover from the business of the seller exceeds INR 10
crores in the FY immediotely preceding the Fy in which the goods
ore sold.

However, the oforesoid provisions would not opply if (i) the goods
ore exported out of lndio or (ii) the buyer is lioble to withhold tox
ond hos withheld such toxes.

We hove been informed thot the totol soles, gross receipts or
turnover from the business of GGLLC ond GILLC hove not exceeded
INR 10 crores in FY 2022-23, ond hence, neither does GGLLC nor
GILLC quolify os o 'seller' to invoke the TCS provisions.

ln the honds of RJK/ SJK

As per Section 56(2Xx) of the lT Act l"R€cipi€nt Tsx,,], where o person
receives ony property (includes shores) from onother person for o
considerotion which is less thon its Tox FMV, the excess of the Tox FMV
over the considerotion poid (where it exceeds INR 5O,OO0) would be
sub.iect to tox in the honds of the recipient under the heod ,lncome from
other sources' upto 300/6++.

We understond thot the tronsfer, if undertoken, will be corried out
ot or obove the Tox FMV ond occordingly, Recipient Tox sholl not
opplv.

Tox FMV for the purposes of S€ction 56(2Xx) of the lT Act sholl be
determined in occordonce with Rule llUA of the lT Rules - okin to
net book volue.

The following complionces will hove to be undertoken:

Obtoin Form No. 15CA ond Form No. 15CB (if opplicoble).

Comply with withholding tox obligotions under Section 195 of the
lT Act.

8 o._



2.2.4 Scenorio 2 : Tronsfer to MPPL ond subsequent tronsfer to RJK ond SIK

O) FEMA

Leg 1: Tronsfer of equrty shores of SRpL ond JRPL by GGLLC ond GILLC
respectively to MPPL

We understond thot MPPL is on IOCC.

A person resident outside lndio, holding equity instruments of on lndion
compony moy tronsfer the some to o person resident in lndio by woy of
sole or gift ond odhere to the pricing guidelines, documentotion, ond
reporting requirements under the NDI Rules.

The price of equity instruments of on lndion compony tronsferred by o
person resident outside lndio to o person resident in lndio sholl not
exceed the voluotion of equity instruments done os per ony
internotionolly occepted pricing methodology for voluotion on on orm's
length bosis duly certified by o Chortered Accountont or o Merchont
Bonker or o Cost Accountont, in cose of on unlisted lndion compony.

The sole proceeds (net of toxes) moy be remitted obrood.

Form FC-TRS sholl be filed for the tronsfer of equity instruments between
o person resident outside lndao holding equity instruments in on lndion
compony on o repotrioble bosis ond o person resident in lndio.

The onus of reporting sholl be on the resident tronsferee,

Form FC-TRS sholl be filed within 60 doys of the tronsfer of equity
instruments or receipt/ remittonce of funds whichever is eorlier.

Leg 2 : Tronsfer of €quity shores of SRPL ond JRPL by MppL to RJK ond
SJK respectively

A person resident in lndio holding equity instruments of on lndion
compony moy tronsfer the some to o person resident outside lndio by
woy of sole subject to the cdherence to entry routes, sectorol cops,
pricing guidelines, ond other ottendont conditions os opplicoble ond
documentotion ond reporting requirements for such tronsfers under the
NDI Rules.
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The entry routes, sectorol cops, pricing guidelines, ond other ottendont
conditions, however, will not opply in cose the tronsferee is on OCI

ocquiring such investment on o non-repotriotion bosis.

For investment on o non-repotriotion bosis, the omount of considerotion
sholl be poid os inword remittonce from obrood through bonking
chonnels or out of funds held in NRE/ FCNR(B)/ NRO occount.

b) lTAct

in the honds of GGLLC/ GILLC

lmplicotions coptured under poro 2.2.3 (b) obove in the honds of GGLLC/

GILLC to similorly opply.

ln the honds of MPPL

Recipient Tox provisions would not opply where the shore tronsfer is

undertoken ot or obove the Tox FMV.

The following complionces will hove to be undertoken:

Obtoin Form No. 15CA ond Form No. 15CB (if opplicoble).

Comply with withholding tox obligotions under Section 195 of the
lT Act.

Tronsfer of equity shores of SRPL ond JRPL moy result in copitol goins

tox implicotions in the honds of MPPL. Such goins, if ony, will be toxoble
tst 22Yo++ (ossumed concessionol tox regime opted for) given the equity
shores will be held for not more thon 24 months.

Provisions of Section 50CA of the lT Act would not opply where the
shore tronsfer is undertoken ot or obove the Tox FMV.

TCS Provisions, if opplicoble, to be complied with.

Recipient Tox provisions would not opply where the shore tronsfer is

undertoken ot or obove the Tox FMV,

10 @.,,
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2.3 Are there ony FEMA implicotions if investments ore mode by JRpL ond SRpL in
the following modes in lndion componies:

o) Equity Shoret Compulsorily Convertible preference Shqres ("CCPS,) or
Compulsorily Convertible Debentures ("CCD,)

c) Non-convertible Debentures ("NCD,) or Redeemoble preference Shores
eRPS")

d) lntercorporote Deposits ("lCD,)

2.3.1 It is pertinent to note thot the downstreom investment regulotions opply only
to investments mode by on lndion entity in the ,copitol instruments,of onother
lndion entity. The term,copitol instruments, hos not been defined under the
NDI Rules.

2.3.2 Guidonce moy be token from the erstwhire Foreign Exchonge Monogement
(Tronsfer or lssue of Security by o person Resident Outside lndio) Regulotions,
2017 ('"nSPRO"). We wish to highlight thot the NDI Rules hove superseded
TTSPRO ond the term copitor instrument used in TlspRo hos been reploced by
equity instrum€nt in the NDI Rules.

2.3.3 Given this, copitol instruments moy be considered to hove the some meoning
os equity instruments under the NDI Rules. Equity instruments hove been
defined under the NDI Rules to meon equity shores, convertible debentures,
preference shores, ond shore wqrronts issued by on lndion compony.

2.3'4 'convertible debentures' meons fu[y ond mondotorily convertibre debentures
while 'preference shores, meons fully ond mondotorily convertible preference
shores. Thus, equity instruments do not include optionolly convertibl€ or non-
conveftible securities such os OCD, OCpS, NCD, ond RpS.

2'3'5 Hoving regord to the obove, one con soy thot investment in optionofly/ non-
convertibre instruments by on FocC wourd not require odherence to the NDI
Rules. However, on conversion of optionolly convertible securities into eguity
instruments, one hos to odhere to downstreom investment regulotions.

2'3'6 Accordingry, the pricing guiderines wourd oppry ot the time of conversion ond
not ot the time of investment in the cose of optionoly convertibre instruments.
However, AD Bonks moy toke o view thot pricing ot the tirne of investment

Q._"

b) Optionolly Convertible Debentures COCD,) or Optionolly Convertible,
Redeemoble Preference Shores ("OCpS,)
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should olso be considered to determine the floor price.

2.3.7 A question moy orise os to whether optionolly convertible/ non-convertible
instruments ond lCDs toke the colour of Externol Commerciol Borrowings
("ECB") or debt instruments.

2.3.8 Such instruments would be out of the purvl€w of the For€ign Exchonge
Monogement (Borrowing ond Lending) Regulotions, 2018 ond Foreign
Exchonge Monogement (Guorontees) Regulotions, 2000 (collectively "ECB
Regulotions") ond Foreign Exchonge Monogement (Debt lnstruments)
Regulotions, 2019 ("Ht lnstruments Regulqtions") os they opply only to
investments or lending by o person resident outside lndio into lndio. An FOCC

being on lndion entity would not be subject to the ECB Regulotions ond Debt
lnstruments Regulotions.

2.3.9 We wish to highlight thot the Componies Act, 2013 ("Componies Act") provides

o fromework for occeptonce of deposits by componies. As per Section 2(31) of
the Componies Act,'deposit' includes ony receipt of money by woy of deposit
or loon or in ony other form by o compony but does not include such

cotegories of omount os moy be prescribed in consultotion with the RBl.

2.3.10 Any omount received by o compony from ony other compony is carved out
from the definition of deposit. Given this, occeptonce of loons ond deposits by
on lndion compony from JRPL ond SRPL would foll outside the ombit of the
oforementioned f romework.

2.4 ls it p€rmi66ible for JRPL ond SRPL to inyest in Biopcrlis GV LLP ond lnv€ntopolis
LLP (collectirely "Development LLPS') which ore engoged in the business of
constructiondevelopment ond eorning of leose rentols?

2.4.7 A person resident outside lndio moy contribute to the copitol of on LLP

op€roting in sectors or octivities where foreign investment up to 100% is

permitted underthe outomotic route ond there ore no FDI linked performonce

conditions ie, investment conditions prescribed for certoin sectors.

Similorly, indirect foreign investment is permitted in on LLP in sectors where
foreign investment is ollowed up to 100% under the outomotic route ond there
ore no FDI linked performonce conditions.

2.4.3 Constructiondevelopment projects include the development of townships,

construction of residentiol/ commerciol premises, roods or bridges, hotels,

resorts, hospitols, educotronol institutions, recreotionol focilities, city ond
regionol level infrostructure ond townships.

tz
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2.4.4

2.4.5

2.5

2.5.2

2.5.4

While 100% FDI under the outomotic route is
undertoking construction-development projects,
performonce conditions hove been prescribed.

permitted
certoin

entlties
linked

for
FDI

2.5.1 we understond thot the proposed borrowings or€ intended to be utirized for
the business of SRPL ond JRpL os well os for investment in group entities.

Per RBI directions, typicolly, bonks connot finonce the ocquisition of equity
shores. Given this, borrowings from bonks
investments in other lndion entiti€s.

moy not be leveroged for

2.5.3 As per the Foreign Exchonge Monogement (Deposit) Regulotions, 2016
("Deposit Regulotions,,), AD Bonks moy gront loons (includes fund bosed/ non-
fund bosed focilities) to third porty resident individuols/ firms/ componies in
lndio ogoinst the colloterol of fixed deposits held in FCNR (B) occount, subject
to the following conditions:

ls it feosible for SRPL ond JRPL to borrow from bonk in lndio ogoinst the
FCNR (B) deposit of RJK ond SJK or by utilizing the stondby letter of credit
issued by the overseos bonker of RJK ond SJK?

o) The loon should be utilised for personol purposes or for corrying on
business octivities except for relending or corrying on ogriculturol/
plontotion octtvities or for investrnent in reol estote business.

Given the obove, indirect foreign investment in the Development LLps would
not be permitted under the outomotic route.

b) There should be no direct or indirect foreign exchonge considerotion for
the non-resident depositor ogreeing to pledge his deposits to enoble the
resident individuol/ firm/ compony to obtoin such focilities.

c) The usuol norms cnd considerations os opplicoble in the csse of
odvonces to trode/ industry sholl opply to such credit focilities.

d) The morgin requirement sholl be notionolly colculoted on the Rupee
equivolent of the deposits.

Given the obove, SRPL ond JRPL moy borrow from bonks in lndio ogoinst the
FCNR (B) deposit of RJK ond SjK for business purposes.

As per the Moster Direction - Externol Commerciol Borrowings, Trode Credits
ond Structured Obligotions (updoted os on December 22,2023), borrowing
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ond l€nding in lndion Rupees betwe€n two residents does not ottroct ony
provisions of FEMA.

2.5.6 ln coses where o Rupee focility thot is either fund bosed or non-fund bosed
(such os o letter of credit/ guorontee/ letter of undertoking/ lefter of comfort)
is guoronteed by o non-resident, there is no tronsoction involving foreign
exchonge until the guorontee is invoked ond the non-resident guorontor is

required to meet the liobility under the guorontee.

2.5.7 The orrongements sholl be with the following terms:

o) The non-resident guorontor moy dischorge the liobility by i) poyment out
of Rupee bolonces held in lndio or ii) by remitting the funds to lndio or iii)
by debit to his FCNR(B)/ NRE occount mointoined with on AD Bonk in
lndio.

b) The non-resident guorontor moy enforce his cloim ogoinst th€ resident
borrower to recover the omount ond on recovery, he moy seek
repotriotion of the omount if the liobility is dischorged either by inword
remittonce or by debit to FCNR(B)/ NRE occount.

The repoyment moy be mode by credit to the FCNR(B)/ NRE/ NRO
occount of the guorontor, provided the omount remitted/ credited sholl
not exceed the Rupee equivolent of the omount poid by the non-resident
guorontor ogoanst the invoked guorontee.

d) However, in cose the liobility is dischorged by poyment out of Rupee
bolonces, the omount recovered con be credited to the NRO occount of
the non-resident guorontor.

e) Generol permission is ovoiloble to o resident, being o principol debtor to
moke poyment to o p€rson resident outside lndio, who hos met the
liobility under o guorontee.

Bosed on our discussions with the AD Bonks, we understond thot while
stondby letter of credit is not treoted os o guorontee, in cose the stondby letter
of credit is drown, the oforernentioned terms will similorly opply.

ls it permissible for RJK ond SJK to borrow from bonks/ finonciol institutions/
privote lenders, in lndio for the purpose of

c)

2.5.8

2.6

o) Onword lending (unsecured loon) to SRPL ond JRPL

A
\r,.*.



U lnv€stment in equity shores, CCD or CCPS of SRPL ond JRPL

lnvestment in OCD or OCPS of SRPL ond JRpL

lnvestment in NCD or RPS of SRPL ond JRPL

2.6.7 A person resident in lndio is permitted to lend to o borrower being o person
resident outside lndio under the outomotic route only in specific coses under
the ECB Regulotions.

2.6.2 An AD Eonk in lndio moy gront o loon in INR to on NRI/ OCI Cordholder for its
own business purposes. Such loons moy not be used for restricted end uses
such os investment in copitol morkets ond reol estote octivity.

2.6.3 Given thot AD Bonks ond persons other thon AD Bonks ore not specificolly
permitted to lend to borrowers being p€rsons resident outside lndio under the
outomotic route for the purposes of relending or investment in lndio,
borrowings by RJK ond SJK os envisoged would not be feosible.

2,6.4 Pleose note, AD Bonks moy gront loons in rndio to the horders of NRE occount/
FCNR(B) deposit Ggoinst security of funds held in such occounts for the
purpose of rnoking direct investrfient in lfldio on non_repotriotion bosis by woy
of contribution to the copitol of lndion f irms/ componies.

2.6.6 However, in ony cose, investment by RJK ond SJK in lndion entities would
require odherence to NDI Rules, ECB Regulotions ond Debt lnstruments
Regulotions, os the cose moy be.

2.7 ls SRPL or JRPL o Non-bonhng Finonciol Compony ("NBFCI or o Core
lnvestment Compony ("ClC")?

2'7.1 ln terms of the Reserve Bonk of rndio Act, 1934 ('RBr Act") ond the rures ond
clorificotions prescribed thereunder, no compony shdll commence or corry on
the business of o non-bonking finoncior institution without obtoining o
certificote of registrotion ond comprying with reroted conditions thereto.

c)

d)

on repotriotion or noHepotri{xtion bosi6.

@"_"

2.6.5 Repoyment of the loon sholl be mode either by odjustment of the deposit or
by fresh inword remittonces from outside rndio through bqnking chonners or
out of locol rupee resources in the NRO occount of the borrower.

t



2,7.2 An NBFC hos been defined to meon:

o) A finonciol institution which is o compony.

b) A non-bonking institutaon which is o compony, ond which hos os its
principol business the receiving of deposits, under ony scheme or
orrongement or in ony other monner, or lending in ony monner.

c) Such other non-bonking institution or closs of such institutions, os moy
be notified.

2.7.3 A finonciql institution meons ony non-bonking institution thqt corries on os its
business or port of its business ony of the following octivities:

o) The finoncing, whether by woy of moking loons or odvonces or otherwise,
of ony octivity other thon its own.

b) The ocquisiti,on of shores, stocks, bonds, debentures or s€curiti€s issued
by o Government or locol outhority or other morketoble securities of o
like noture.

c) Letting or delivering of ony goods to o hirer under o hire-purchose
ogreement.

d) The corrying on of ony closs of insuronce business.

e) Monoging, conducting or supervising, os foremon, ogent or in ony other
copocit, of chits or kuries, or ony business, whi€h is similor thereto.

Collecting, for ony purpose or under ony scheme or orrongement by
whotever nome colled, monies in lump sum or otherwise, by woy of
subscriptions or by sole of units, or other instruments or in ony other
monner ond owording prizes or gifts, whether in cosh or kind, or
disbursing monies in ony other woy, to persons from whom monies ore
collected or to ony other person.

2.7.4 Only componies predominontly engoged in finonciol octivity would be required
to be register€d with ond b€ reguloted by RBl. Hence, if the compony is
engoged in ogriculturol operotions, industriol octivity, purchose ond sole of
goods, providing services or purchose, or sole or construction of immovoble
property os its principol business ond finonciol business constitutes o minor
portion of its operotions, it will not be reguloted by the RB].

0
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2.7.5

2.7.6

As per the press releose doted April S, 1ggg, to identify whether o porticulor
compony is on NBFC, the ossets ond incorn€ pottern os evidemed by the lost
oudited boronce sheet dote is to be considered to decide its principor business.

'Finonciol octivity, is deemed to be the principol business octivity if o compony
sotisfies the below mentioned 50-50 test:

o) Finonciol ossets ore more thon 50% of its totol ossets (netted off by
intongible ossets); ond

b) lncome from finonciol ossets should be more thon 50oA of the gross
tncome.

2'7'7 Finoncior ossets incrude ossets thot ore finoncior in noture except cosh, bonk
deposits, odvonce poyment of toxes ond deferred tox poyments.

2.7.8 lt hos been crorified by the RBI thot the octivity of ,reosing ond finonce, which
is omongst the octivities undertoken by NBFC covers onry,finoncior reoses,ond
not'operoting leoses,.

2.7 .9 Bosed on o perusol of the oudited finonciols of SRPL ond JRPL for the period
ended Morch 3L,2023, it is opporent thot the 50_50 test will not be met. This
evofuotion hos to be rnode on o yeor on yeor bosis.

2.7.10 However. in o scenorio where Romkey serinium is tronsferred, given the ossets
would then substontiolty comprise of investments in ond loons to group
entities ond the income would mojorly comprise of income from such
investments ond roons, the risk of sRpL ond JRpL quorifying os on NBFC connot
be ruled out.

2'7'11 clc meons on NBF. corrying on the business of ocquisition of shores ond
securities hoving totor ossets of not ress thon rNR 100 crore either individuoly
or in oggregote orong with other clC in the Group ond which roises or holds
pubric funds. The folowing conditions ore to be sotisfied os on the dote of the
lost oudited bolonce sheet compony:

lnvestments in the eguity shores (including instruments compulsorily
convertible into equity shores within o period not exceeding 10 yeors

LI

b)

/a\
\Jr"*

o) Holds not less thon 90% of its net ossets in the form of investment in
equity shores, preference shores, bonds, debentures, debt or loons in
group componies.



c) Does not trode in its investments in shores, bonds, debentures, debt or
loons in group componies except through block sole for the purpose of
dilution or disinvestment.

d) lt does not corry on ony other finonciol octivity

2.7.12 Given thot SRPL ond JRPL ore not NBFCS, it could be orgued thd they do not
quolify os ClCs even if the conditions stipuloted therein ore sotisfied. However,
given thot RBI hos clorified thot ClCs need not meet the principol business

criterio stipuloted for NBFCs, one con olso orgue thot if conditions stipuloted
for ClCs qre sotisfied, CIC registrotion would hove to be obtoined.

2,7,13 As of dote, in ony cose, given thot the totol ossets of SRPL ond JRPL do not
exceed INR 100 crore nor do they sotisfy oth€{ conditions prescribed, SRPL

ond JRPL would not be construed os ClCs.

3. SCOPE LIM]TATION

3.1 The content o{ th€ note ond ony views expressed therein ore entirely bosed on
informqtion ond documentotion provided to us. Our conclusions ore bosed on
the completeness ond occurocy of the stoted focts ond ossumptions. Any

inoccurocy could hove o moteriol impoct on our views or conclusions ond should
therefore be intimoted to us immediotely.

3.2 The conclusions reoched ond views expressed in the note ore motters of view.
Our view is bosed on our understonding of the lndio low ond regulotions
prevoiling os of the dote of this note ond our post experience with the tox
ond/or regulotory outhorities. However, there con be no ossuronce thot the tox
outhorities or regulotors moy not toke o position controry to our views.

3.3 Legislotion, its odministrotive qnd judiciol interpretqtion, ond the policies of the
tox snd/or regulotory outhorities ore subject to chonge from time to tkne, ond
these moy hove o beoring on the odvice thot we hove given. Accordingly, ony
chonge or omendment in the low or relevont regulotions would necessitote o

review of our comments ond recommendotions contoined in this note. Unless

specificolly requested, we hove no responsibility to corry out ony review of our
comments for chong,es in lsws or regutroti,on occurring ofter the dote of this
note.

18 @.-.

from the dote of issue) in group componies constitute not less thon 600lo

of its net ossets.



3.4

3.5

3.6

3.7

Notwithstonding onything to the controry, this note wos prqpored exclusively
for JRPL ond SRPL ond is based on the specific fccts presented to us by JRPLond SRPL os ot the dote of this note. The odvice is dependeni on specitii toct,
ond circumstonces ond moy not be oppropriote to onother porty. This note wos
prepored with onry the interests of JRpL ond SRpL in mind ond wos not pronned
or corried out in the contemplotion of ony use by ony other porty.

Aeko Advisors, its portners, employees ond or ogents, neither owe nor occept
ony duty of core or ony responsibility to ony other porty, whether in controct or
in tort (including without limitotion, negligence or breoch of stotutory duty)
howsoever orising, ond sholl not be lioble for ony cloim whotsoever in respect
of ony liass, domcge or expens€ of whotever noture which is coused to or
suffered by ony other porty.

This note or ony portion thereof moy not be distributed or otherwise mode
ovoilsble to onyone else without our prior written consent. ln vorious sections
of this document, for eose of understonding ond os o stylastic motter, terms
such os "is' or "will,' or ',should,' moy be used. Such longuoge should not be
construed to olter the ,,Conclusions. 

section of this document.

This odvice is not intended or written to be used, snd it connot be used, for the
purpose of ovoiding ony toxes ond opplicoble penolties. The content of this note
is limited to the motters specificolly oddressed herein ond is not intended to
oddress other potentiol tox consequences or the potentiol opplicotion of tox
penolties to this or ony other motter.
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Sent at: 07-03-2024 08:26:31

RE: JRPL & SRPL - Change of Name
From: Sharad Kadakia <sharad.kadakia@greens.com>

To: Soham Modi <sohammodi@modiproperties.com>

We should think of directors and need to close cross .01 shareholding also. I think we should

think this process through.

Sharad Kadakia

Greens I Fou nding Principal

16530 Bake Parkway, Suite 200, lrvine, CA 92618

M: (949) 283-7545 | sharad.kadakia@greens.com

From: Sharad Kadakia <sharad.kadakia @greens.com>

Sent: Wednesday, March 5, 2024 5:53 PM

To: Soham Modi <sohammodi@modiproperties,com>; rishabh.arora . <rishabh.arora@modiproperties.com>

Cc: nirisha . <nirisha@modiproperties.com>

Subject: RE: JRPL & SRPL - Change of Name

Haritah Group Pvt Ltd ls good for JMKGEC.

Veridis Global Pv't Ltd. ls good for SDNMKJ.

Sharad Kadakia

Greens I Founding Principal

16530 Bake Parkway, Suite 200, lrvine, CA92618

M: (949) 283-7645 | sharad. kadakia@greens.com

From: Soham Modi <89-h3lonpdt@ ntadjple pr.rtics.e o.t!>

Sentr Wednesday, March 5, 2024 6:46 PM

To: rishabh.arora . <49h4-b-b.arcla@-rnadjp@p-ede5.Ean0>

Cc: nirisha. <nirisha@ mod ip-rgperties.com>; Sharad Kadakia <sharad.kadakia @greens.com>

subject: Re: JRPL & sRPL - change of Name

Choose from

Ventures.

Enterprises.
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RESER\-E B.A.\K OF I\DLd

wu/w.rbi.ore.ip

RBUFED/2o17-18/60

FED Master Direction No.1 1/2017.'18 January 4, 2018
(Updated up to March 17,20221
(Updated up to March 08, 2019)

(Updated up to December 19, 2018)
(Updated as on April 06, 2018)

(Updated as on January 12,20181
To,

All Authorised Dealer Category - I banks
and Authorised banks

Madam / Sir,

Master Direction - Foreign lnvestment in lndia

3. RBl, therefore, issues directions to Authorised Persons under Section 11 of the
Foreign Exchange Management Act (FEMA), 1999. This Master Direction lays
down the modalities as to how the foreign exchange business has to be conducted
by the Authorised Persons with their customers/ constituents with a view to
implementing the rules framed.

4. lnstructions issued on Foreign lnvestment in lndia and its related aspects under the
FEMA have been compiled in this Master Direction. The list of underlying circulars/
notifications which form the basis of this Master Direction is furnished in Annex 1 1.

Foreign lnvestment in lndia is regulated in terms of sub-section 2A of Section 6 and
Section 47 of the Foreign Exchange Management Act, 1999 (FEMA) read with
Foreiqn Exchanqe Manaoement (Non-Debt lnstruments) Rules.20'19 (NDl Rules)
issued vide Gazette Notification No. S.O.3732(E) dated October 17,2019. These
rules are amended from time to time to incorporate the changes in the regulatory
framework and published through gazette notifications.

2. Rule 2(A) of NDI Rules empowers the Reserve Bank of lndia (RBl) to administer it,
and while administering these rules, the RBI may interpret and issue such
directions, circulars, instructions, clarifications, as it may deem necessary, for
effective implementation of the provisions of these rules.



8.7 Share warrants
8.7.1 ln case of share warrants, their pricing and the price/ conversion formula shall
be determined upfront.
8.7.2 The price at the time of conversion should not in any case be lower than the
fair value worked out, at the time of issuance of such wanants.

8.8 lnvestment in an LLP
lnvestment in an LLP either by way of capital contribution or by way of acquisition/
transfer of profit shares, should not be less than the fair price worked out as per any
valuation norm which is internationally accepted/ adopted as per market practice

(hereinafter refened to as "fair price of capital contribution/ profit share of an LLP")

and a valuation certificate to that effect should be issued by a Chartered Accountant
or by a practicing Cost Accountant or by an approved valuer from the panel

maintained by the Central Government.

8.9 Transfur of capita! contribution/ profit share of an LLP
8.9.1 ln case of transfer of capital contribution/ profit share of an LLP from a person

resident in lndia to a person resident outside lndia, the transfer should be for a
consideration not less than the fair price of capital contribution/ profit share of an

LLP,

8.9.2 ln case of transfer of capital contribution/ profit share of an LLP from a person

resident outside lndia to a person resident in lndia, the transfer should be for a
consideration which is not more than the fair price of the capital contribution/ profit

share of an LLP.

8.10 Non-applicability of pricing guidelines
8.10.1 The pricing guidelines will not apply for investment in equity instruments by a
person resident outside lndia on non-repatriation basis.

8.10.2 The pricing guidelines will not be applicable for any transfer by way of sale
done in accordance with SEBI regulations where the pricing is prescribed by SEBI. A
Chartered Accountant's Certificate to the effect that relevant SEBI regulations/
guidelines have been complied with has to be attached to the form FC-TRS filed with
the AD bank.

8.10.3 The valuation certificate issued by a Chartered Accountant or a SEBI
registered Merchant Banker or a practicing Cost Accountant must not be more than
ninety days old as on the date of the transfer.

9. Downstream lnvestment
The underlying principle of the downskeam investment guidelines is that "what

cannot be done directly shall not be done indirectly". Accordingly, downstream
investments which are treated as indirect foreign investment are subject to the entry
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1. OUR UNDERSTANDING Of THE FACTS

1.1 Rojesh Kumor Joyontilol Kodokio (,,RJK,,) ond Shorod Kumor Joyontilot
Kodokio ("SJK") ore Overseos Citizens of lndiq (,,OCk,,) ond hold citizenship in
the United Stotes of Americo. We understond thot RJK ond SJK were persons
resident outside lndio for lndio tox ond regulotory purposes ot the tirn€ of
investments ond continue/ will continue to be so for the Finonciol yeor (,,Fy,,)

2023-24 ond onwords.

1.2 SDNMKJ Reolty Privote Limited (,,SRPL") ond JMK GEC Reoltors privote
Lirnited ('JRPL") ore privste componies incorporoted in lndio ond ore engoged
in the business of construction, development, ond leosing of reol estote
properties.

1.3 The ossets of SRPL ond JRPL comprise substontiolly of investment in the
immovoble property being Romkey Selinium, o corporote premises in
Hyderobod, from which leose rentols ore eorned. JRpL ond SRpL hove invested
in ond odvonced loons to other lndion entities os well.

1.4 The shoreholding poftern, os of dote, of SRpL ond JRpL is os depicted below:

8l9?%
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1.5

1,6

L.7 The directors of SRpL ond JRpL, os of dote, ore listed below:

1.8

2.1

2.1.1

2_t,2

The investment of RJK qnd sJK in sRpL ond JRpL wos undertoken on o non_
repotriotion bosis ond out of income eorned/ funds inherited in lndio. ln
controst, investment by GGLLC in SRPL ond GILLC in JRpL wos undertoken on
o repotriotion bosis.

lnvestments in SRpL ond lRpL ore held by its shoreholders os copitol ossets
ond not os stock-in-trode.

z

The monogement of Greens Group hos opprooched Aeko Advisors rndio LLpto evoluote the feosibirity of certoin tronsoctions ond provide croriricotions
from on lndio regulotory perspective.

vuEtltE5

Are investrne*rts by sRpr- ond JEpL &r oths hdftrn compor*es and Lrnit€d
Liobility Pofiierships (,LLps1 subject to thc downstreom investment rules
under the Foreign Exchonge Monog€ment (Nond€bt lnstruments) Rules, 2O19
eNDt Rulesl?

An lndion entity (ie, o compony or on LLp) thot hos received indirect foreign
investment is required to comply with the entry route, sectorol cops, pricing
guidelines, ond other ottendont conditions os opplicoble to Foreign Direct
Investment (,,FD1,,).

lndirect foreign investrnent meons downstreom investment ie, investment inthe copitol instruments or the copitol, os the cose moy be, in on lndion entity
by onother lndion entity which:

o) hos totol foreign investment (includes indirect foreign investment); ond

b) is not owned ond not controlled by resident lndion citizens or is owned
or contro ed by persons resident outside rndio _ commonry referred to

RJK

Sohom Modi

SJK

Te ol Modi Resident

USA

USA

lndio

lndio

Residentiol Stotus for
lndio tox ond

Direclor

re uloto u oses

@*

Citizenship

Person resident
outside lndio



2.1.3

2.t.4

2.L.5

2.1.6

2.1.7

2_7.8

os o Foreign Owned ond/ or Controlled Compony (.FOCC,),

An lndion compony thot is not on FOCC is commonly referred to os on lndionowned ond controlled Compony ("locc").

The NDI Rules prerribe whot determines bwnership, ond ,control, tooscertoin whether on lndion compony is on FOCC or IOCC.

'Ownership,of on lndion compony refers to the beneficiol holding of more thon50% of the eguity instruments of such compony. A _.pony is soid to beowned by resident lndion citizens if the ownershtp ., in"',ndio, compony isvested in resident lndion citizens ond/ or fnoion .oi,pon,es which oreultimotely owned ond ccjntrolled by resident tnaion citizens.

It is pertinent to note thot the following persons moy purchose equityinstruments issued by o cornpony on o non_repotriotion bosis _ suchinvestment sholl be deemed to be domestic investment ot por with theinvestment mode by residents:

o) A Non-resident lndion (,,NR|,,) ie,
is o citizen of lndio.

on individuol resident outside lndio who

b) An OCI ie, on individuol resident outside lndio who holds on OCI cord.

c) A compony, o trust ond
owned o nd controrred ; i,Hff:,i : l?;il:?"",Tl 

outsid e rn d io o n d

It hos been clorified under the NDI Rules thot investments mode by lndionentities which ore owned ond controlled by NRls, on o non_r"O*riqtion bosis,sholl not be considered for the colculotion ot inOir".tio.lign investment_

Though the investments mode by OCts or Foreign Entities on o non_repotriotion bosis ore considered on por with resiue-nt i*"rtm"nt, ond oretreoted like domestic investments, the downstreom iinr"ra."n,, 
mode bylndion entities owned ond/ or controlled by such OCls or Foreign Entities on onon-repotriotion bosis hove no specific corve-out. There is no clority os towhether such investments ol

concerning downstreom, 
""".llitn',J.t'"rting 

ond complionce req uirements

3
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2.L.9 As per the Moster Directions - Foreign lnvestrn€nt in lndio {updoted up to
Morch 17, 2022) t"NDl MD"l, the underlying principle of the downstreom
investment guidelines is thot "whot connot be done directly sholl not be done

indirectly", NRI investments on o non-repotriotion bosis ore treoted os deemed

domestic investments. Accordingly, on investment mode by on Indion entity
thot is owned ond controlled by NRls, wherein the investrnent by such NRls is

mode on o non-repotriotion bosis, sholl not be considered for the colculotion
of indirect foreign investment.

2.1.10 While it could be orgued thot similor reosoning moy olso be opplied to
investrnents mode by on lndion entity owned ond controlled by OCIs, wherein

the investment by such OCls is mode on o non-repotriotion bosis, the following
points ore worth noting:

o) The specific use of the phrose 'lndion citizens'while describing lOCCs.

b) Corve out only to lndion entities thot ore owned ond controlled by NRls,

2.1.11 Per the correspondence received from the Reserve Bonk of lndio ("RBl") on

August 31, 2023, investments by SRPL ond JRPL in lndion componies were

concluded not to be indirect foreign investments by citing the obove provision

under the NDI MD. We understond thot the foct thot RJK ond SJK ore OCI

cordholders wos highlighted in communicotions to RBl. However, this foct wos

not deliberoted upon by the RBl.

2.1.14'Contro['inocomponymmnstherighttooppointthemojorityofthedirectors
or to control the monogement or policy decisions including by virtue of their
shoreholding or monogement rights or shoreholders ogreement or voting

ogreement. A compony is soid to be controlled by resident lndion citizens

when the control is vested in resident lndion citizens ond/ or lndion componies

which ore ultimotely owned ond controlled by resident lndion citizens.

Ct{a
t.nvcrtrne,.t

:
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2.1.12 Moreover, bosed on discussions with Authorised Deoler Bonks ("AD Bonks")

. ond in the obsence of specific exclusions, we understond thot lndion
' componies thot ore owned ond controlled by OCls, wherein the investment by

such OCls is mode on o non-repotriotion bosrs, will be construed to be,FOCCs.\il
2.1.13 We sholl now proceed with the evoluotion of who controls SRPLond JRPL.



tU lnr,ktl

2.1.15 The obove definition hos broqd contours ond is dependent on the focts ond
circumstonces of eoch cose. Whot is to be evoluoted is the foctum of control
either over the monogement or over policy moking.

2.1.16 We hove been given to understond thot by virtue of their shoreholding ond

directorship, RJK hos control over SRPL while SJK hos control over JRPL,

Control is not held by ony other person either by woy of stotute or ogreement,

2.L.77 Given the obove, q view could be token thot SRPL ond JRPL ore owned ond

controlled by persons resident outside lndio. Given thot SRPL ond JRPL hove

received FDI ond qre owned ond controlled by persons resident outside lndio,

investments mode by such entities in other lndion entities quolify os indirect

foreign investments.

2.1.18 As of dote, SRPL ond JRPL hove invested in equity instruments of lndion

componies qnd in the copitol of o portnership firm, Pleose note thot
downstreom investment by on FOCC in o portnership firm is not permitted.

2,1.19 Pleose note thot in cose of indirect foreign investments, the following
complionces ore to be undertoken:

o) Downstreom investment sholl hove the opprovol ofthe boord ofdirectors
os olso o shoreholders' ogreement, if ony.

b) Only funds received from obrood or internol occruols ie, profits

tronsferred to reserve occount ofter pqyment of toxes, ore permitted to
be used for moking o downstreom investment. Funds borrowed in the

domestic morkets connot be used.

c) The first level lndion compony moking downstreom investment sholl be

responsible for ensuring complionce with the provisions of the NDI Rules

for the downstreom investment mode by it ot the second level ond so on

ond so forth.

d) A certificote to this effect is to be obtoined from its stotutory ouditor on

on onnuol bosis ond complionce with the NDI Rules sholl be mentioned

in the director's report in the onnuol report.

e) The Secretoriot for lndustriol Assistonce, DPIIT is to be notified within

30 doys of moking the downstreom investment.

fl The lndion entity mqking the downstreom investment hos to fil€ Form Dl
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Woutd it be required a *:11n, the shorehotding of SRPL ond JRPL such thotSRPL is Mo[y owned by 
|{!^ond t*ra O *"i,, *i"O by SJK for JRpL ondSRPL to be construed os IOCC?

o) lf yes, what ore the options thot could be evoluoted for the re_olignmentof shoreholding of SRpL ond JRpL

b) lf reolignm€nt of shoreholding of SRpL ond JRpL is not nccessory, conthe shorehotding of GGLLC in slpr."a 
"iltic i'n Japl o" in.r"or"a ,p

c) ls it permissibte fo, *rn, :rr!.s of SRPL to be tronsferred by GGLLC toRJKond forequt! shor: of J.RpL-to U".-1*"."ai,U,aaa,o rJO**ore the key implicotion
lese eFEMA') o* ,n":rjlft l: TIis' Exchonse uonog"'"nt 'ci,omet(D( Act, 1961 (,ff Act,)?

d) whot ore the key impricotions under FEMA ond the rr Act on the tronsferof equity shores of snl- oM l^r, ," JJiIrE .*" privote umh€d('MPPLJ qn{ ft6 su6ser
sJK? 

quent tronsfer of such shores by MppLto RJKonJ

ffilJ:,ltliJ,.'lil1ilrt*"'os Foccs on occount or RrK's ond srKs

;n:mlj"mn;;I;;tii+!:t,l,1il jJI.".."H::i.#;,_tr
hove onv FDI or inair"ct ror.iji fl::H'j"T 

investment rules if thev do not

with the RBI within 30 doys of ollotment of the equity instruments.

Pricing guidelines to be odhered to. The price of equity instruments shollnot be less thon the voluotion of equity instruments ,o-n. or r.. on,internotionolly occepted pricing methodotogy fo, ,otroti,rn on on orm,slength bosis duly certified by. o Chortered O..ornro*'o. o MerchontBonker or o Cost Accountona, ,n .o." ot o, ,nfi.t"O fnaloi.o.Oonr.

when o compony thot does not hove ony operotions mokes indirectforeign investment or commences business, it will hove io compfy wittrthe relevont sectorol conditi(
cops. cns on entry routes, conditionolitieq ond

s)

2.2

2.2.r

6
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2.2.3 Scenorio 1: Direct tronsfer to RJK ond SJK

O) FEMA

A person resident outside lndio, not being on NRI or OCl, moytronsfer by
woy of sole or gift the equity instruments of on lndion compony held by
him to ony person resident outside lndio. Given this, equity shores of
SRPL held by GGLLC moy be tronsferred to RJK ond equity shores ofJRpL
held by GILLC moy be tronsferred to SJK.

Given thot the equity shores of SRpL ond JRpL ore held by GGLLC ond
GILLC respectively on o repotriotion bosis, on tronsfer, such shores would
outomoticolly be held by RJK ond SJK on o repotriotion bosis.lAs such,
SRPL ond JRPL will continue to hove FDI even oftelr the direct tronsfer of
its shores ond the entities will continue to be subject to the downstreom
investrnent rules.

Pleose note thot the pricing guidelines ond reporting requirements under
the NDI Rules do not opply to the tronsfer of equity instruments between
persons resident outside Indio. Further, there ore no specificotions on
modes of poyment,

b) lT Act

ln the honds of GGLLC/ GTLLC

As per Section 50CA of the lT Act, where the considerotion received
on tronsfer of equity shores (other thon quoted shores) is less thon
its tox foir morket volue (,,Tox FMV,,), such Tox FMV sholl be deemed
to be the full volue of considerotion for the purpose of computing
copitol goins ond tox thereon, if ony.

As per Section 206C(1H) of the lT Act, every seller must collect tox ot
source from the buyer, on the sole of goods (includes unlisted shores), ot

7 Gt

Tronsfer of equity shores of SRpL ond JRpL moy result in copitol goins
tox implicotions in the honds of GGLLC ond GILLC respectively. Such
goins, if ony, will be toxoble ot l0olo++ if the equity shores ore held for
more thon 24 months, or else ot 4oolo++.

Tox FMV for Section 50CA of the lT Act sholl be determined in
occordonce with Rule 11UA of the lncome-tox Rules, 1962 (,,17

Rules") - okin to net book volue.



the rote of 0.10ol of the sole considerotion exceeding INR 50 lokhs in on
FY ('TCS Provisions,,).

The TCS Provisions ore opplicoble where the totol soles, gross
receipts or turnover from the business of the seller exceeds lNR.10
crores in the FY immediotely preceding the Fy in which the goods
ore sold.

However, the oforesoid provisions would not opply if (i) the goods
ore exported out of lndio or (ii) the buyer is lioble to withhold tox
ond hos withheld such toxes.

We hove been informed thot the totol soles, gross receipts or
turnover from the business of GGLLC ond GILLC hove not exceeded
INR 10 crores in FY 2O2Z-23, ond hence, neither does GGLLC nor
GILLC quolify os o ,seller, to invoke the TCS provisions.

ln the honds of RJK/ SjK

As per Section 56(2Xx) of the lT Act t"Recipient To<,,1, where o person
receives ony property (includes shores) from qnother person for q
considerotion which is less thon its Tox FMV, the excess of the Tox FMV
over the considerotion poid (where it exceeds INR 50,000) would be
subject to tox in the honds of the recipient under the heod ,lncome from
other sources' upto 3Oolo++.

We understond thot the tronsfer, if undertoken, will be corried out
ot or obove the Tox FMV ond occordingly, Recipient Tox sholl not
opply.

Tox FMV for the purposes of Section 56(2Xx) of the IT Act sholl be
determined in occordonce with Rule 1lUA of the lT Rules _ okin to
net book volue.

The following complionces wtll hove to be undertoken:

Obtoin Form No. 15CA ond Form No. 15CB (if opplicoble).

Comply with withholding tox obligotions under Section 195 of the
lT Act.

8
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2,2,4 Scenorio 2: Tronsfer to MPPL ond subsequent tronsfer to RJK ond SJK

O) FEMA

Leg 1: Tronsfer of equrty shores of SRPL ond JRPL by GGLLC ond GILLC

respectively to MPPL

We understond thot MPPL is on IOCC.

A person resident outside lndio, holding eguity instruments of on lndion
compony moy tronsfer the some to o person resident in lndio by woy of
sole or gift ond odhere to the pricing guidelines, documentotion, ond
reporting requirements under the NDI Rules.

The price of equity instruments of on lndion compony tronsferred by o
p€rson resident outside lndio to o person resident in lndio sholl not
o<ceed the voluotion of equity instruments done os per ony
internotionolly occepted pricing methodology for voluotion on on orm's
length bosis duly certified by o Chortered Accountont or o Merchont
Bonker or o Cost Accountont, in cose of on unlisted lndion compony.

The sole proceeds (net of toxes) moy be remitted obrood.

Form FC-TRS sholl be filed for the tronsfer of equity instruments between
o person resident outside lndio holding equity instruments in on lndion
compony on o repotrioble bosis ond o person resident in lndio.

The onus of reporting sholl be on the resident tronsferee.

Form FC-TRS sholl be filed within 60 doys of the tronsfer of equity
instruments or receipt/ remittonce of funds whichever is eorlier.

Leg 2 : Tronsfer of equity shqres of SRPL ond JRPL by MPPL to RJK ond
SJK respectively

A person resident in lndio holding equity instruments of on Indion
compony moy tronsfer the some to o person resident outside lndio by
woy of sole subject to th€ odherence to entry routes, sectorol cops,
pricing guidelines, ond other ottendont conditions os opplicoble ond

documentotion ond reporting requirements for such tronsfers under the
NDI Rules.
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The entry routes, sectorol cops, pricing guidelines, ond other sttendont
conditions, however, will not opply in cose the tronsferee is on OCI
ocquiring such investment on o non_repotriotion bosis.

For investment on o non-repotriotion bosis, the omount of considero onsholl be poid os inword remittonce from obrood through bonking
chonnels or out of funds held in NRE/ FCNR(B)/ NRO occount.

Where the shores of SRpL ond JRpL ore ocquired by RJK ond SJK on o
non-repotriotion bosis ond the entities ore wholly owned by RJK ond SJK
on o norFrepatriqtaon bosis, the entities would foll outside the Frrview of
downstreom investment rules in the obsence of ony foreign investment.

b) lTAct

ln rhe honds of GGLLC/ GILLC

o lmplicotions coptured under poro 2.2.3 (b) obove in the honds of GGLLC/
GILLC to similorly oppty.

ln the honds of MppL

o Recipient Tox provisions would not opply where the shore tronsfer is
undertoken ot or obove the Tox FMV.

. The following complionces will hqve to be undertoken:

- Obtoin Form No. 15CA ond Form No. 15CB (if opplicoble).

- compty with withhording tox obligotions under section 195 of the
lT Act.

o Tronsfer of equity shores of SRpL ond jRpL moy result in copitol goins
tox implicotions in the honds of MppL. Such goins, if ony, will be toxoble
ol22yo++ (ossumed concessionol tox regime opted for) given the equity
shores will be held for not more thon 24 months.

- Provlsions of Section 50CA of the lT Act would not opply where the
shore tronsfer is undertoken ot or obove the Tox FMV.

o TCS Provisions, if opplicoble, to be complied with.
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tn the honds of RJI( sJK

Guidonce moy be token from the erstwhile Foreign Exchonge Monogement

(lronsfer or lssue of security by o Person Resident outside lndio) Regulotions,

2017 ('nSPRO"). We wish to highlight thot the NDI Rules hove superseded

TISPRO ond the term copitol instrument used in TISPRO hos been reploced by

equity instrument in the NDI Rules.

Pleose note, the ensuing qu€stions on the p€rmissibility of investments by

SRPLondJRPLinotherlndionentitieshovebeenonsweredunderthecurrent
construct.

2.3 Are there ony FEMA implicotions if in Estments ore mode by JRPL ond SRPL in

the following modes in lndion componies:

o) Equity Shores, Compulsorily Convertible Preference Shores ("CCPS') or

Compulsorily Convertible pgbenlrrles ("CCD')

b) Optionolty C.onvertible D€b€nturcs ('@D') or Optbnolly Convertible,

Redeemoble Preference Shores ("OCPS')

c) Non<onvertible Debentures eNCDI or Redeemoble Preference Shores

(,RPS')

d) lnter-corporcteDeposits('lCD')

2.3.1 lt is pertinent to note thot the downstreom investment regulotions opply only

to investments mode by on lndion entity in the,copitol instruments,of onother

lndionentity.Theterm,copitdlinstruments,hosnotbeendefinedunderthe
NDI Rules.

2.3.2

2.3.3 Given this, copitol instruments moy be considered to hove the some meoning

osequityinstrumentsUndertheNDlRules.Equityinstrumentshovebeen
defined under the NDI Rules to meon equity shores, convertible debentures,

preference shores, ond shore worronts issued by on lndion compony'

2.3.4 'Convertible debentures' meons f ully ond mondotorily convertible debentures

while,preferenceshores,meonsfullyondmondotorilyconvertiblepreference
shores. Thus, equity instruments do not include optionolly convertible or non-

convertible securities such os OCD, OCPS, NCD, ond RPS'

11
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undertoken ot or obove the Tox FMV.



2.3.5

2.3.6

2.3.7

2.3.8

Hoving regord to the obove, one con soy thot investment in optionolly/ non_convertible instruments by on Focc would not require odherence to the NDrRules. However, on conversion of optionolly convertible securities into equity
instruments, one hos to odhere to downstreom investment regulotions.

Accordingly, the pricing guiderines wourd oppry ot the time of conversion ondnot ot the time of investment in the cose of optionolly convertible instruments.
However, AD Bonks moy toke o view thot pricing ot the time of investment
should olso be considered to determine the floor price.

A question moy orise os to whether optionolry convertible/ non_convertible
instruments ond lCDs toke the colour of Externol Commerciol Borrowings("ECB") or debt instruments.

Such instruments would be out of the purview of the Foreign Exchonge
Monogernent {Borrowing ond Lending) Regulotions, 201g ond Foreign
Exchonge Monogement (Guorontees) Regulotions, 2000 (collectively,,ECB
Regulstions") ond Foreign Exchonge Monogement (Debt lnstruments)
Regulotions, 2019 (,,Debt lnstruments Regulotions,,) os they opply only to
investments or lending by o person resident outside lndio into Indio. An Focc
being on lndion entity would not be subject to the ECB Regulotions ond Debt
lnstruments Regulotions.

We wish to highlight thot the Componies Act, 2013 (,,Componies Act,,) provides
o fromework for occeptonce of deposits by componies. As per Section 2(31) of
the Componies Act, deposit, includes ony receipt of money by woy of depositor loon or in ony other form by o compony but does not incrude such
categories of omount os moy be prescribed in consultotion with the RBl.

Any omount received by o compony from ony other compony is corved outfrom the definition of deposit. Given this, occeptonce of loons ond deposits byon lndion compony from JRpL ond SRpL would foll outside the ombit of the
oforementioned f romework.

ls it permissible forJRpL ond SR,L to invest in Biopolis GV LLp ond ,nventopolis
LLP (collectirely ,,D€velopment 

LLps,) which ore engog€d in the business ofconstructiondevelopment ond eorning of l"or" r"ntolr?

A person resident outside lndio moy contribute to the copitol of on LLpoperoting in sectors or octivities where foreign investment up to l00yo ispermitted under the sutomotic route ond there ore no FDI linked performonce
conditions ie, investment conditions prescribed for certoin sectors.

2.3.9

2.3.10

2.4

2.4.1

72
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2.4.2

2.4.4

Similody, indirect foreign investment is permitted in on LLp in sectors where
foreign investment is ollowed up to 100% under the outomotic route ond there
ore no FDI linked performonce conditions.

2.4.5 Given the obove, indirect foreign investment in the Development LLps would
not be permitted under the outomotic route.

2.5 ls it feosible for SRPL ond JRPL to borrow from bonks in lndio ogoinst the
rcNR (B) deposit of RJK ond SJK or by utilizing the stondby letter of credit
issued by the overseos bonker of RJK ond SJK?

2.5.1 We understond thot the proposed borrowings ore intended to be utilized for
the business of SRPL ond JRPL os well os for investment in group entities.

2.5.2 Per RBI directions, typicolly, bonks connot finonce the ocquisition of equity
shores. Given this, borrowings from bonks moy not be leveroged for
investments in other lndion entities.

2.5.3 As per the Foreign Exchonge Monogement (Deposit) Regulotions, 2016
("Deposit Regulotions"), AD Bonks moy gront loons (includes fund bosed/ non-
fund bosed focilities) to third porty resident individuols/ firms/ componies in
lndio ogoinst the colloterol of fixed deposits held in FCNR (B) occount, subject
to the following conditions:

o) The loon should be utilised for personol purposes or for corrying on
business octivities except for relending or corrying on ogriculturol/
plontotion octivities or for investment in reol estote business.

b) There should be no direct or indirect foreign exchonge considerotion for
the non-resident depositor ogreeing to pledge his deposits to enoble the
resident individuol/ firm/ compony to obtoin such focilities.

6) The usuol norms ond considerotions os opplicoble in the cose of
odvonces to trode/ industry sholl opply to such credit focilities.

o"-,

2.4.3 Construction-development projects include the development of townships,
construction of residentiol/ cornmerciol premises, roods or bridges, hotels,
resorts, hospitols, educotionol institutiont recreotionol focilities, city ond
regionol level infrostructure ond townships.

While 100% FDI under the outomotic route is permitted for entities
undertoking constructiondevelopment projects, certoin FDI linked
performonce conditions hove been prescribed.

13



d) The morgin requirernent sholl be notionolly colculoted on the INR
equivolent of the deposits.

2.5.4

2.5.6

2.5.7 The orrongements sholl be with the following terms:

o) The non-resident guorontor moy dischorge the liobility by i) poyment out
of INR bolonces held in lndio or ii) by remitting the funds to lndio or iil)
by debit to his FCNR(B)/ NRE occount mointoined with on AD Bonk in
lndio.

b) The non-resident guorontor moy enforce his cloim ogoinst the resident
borrower to recover the omount ond on recovery, he moy seek
repotriotion of the omount if the liobility is dischorged either by inword
remittonce or by debit to FCNR(B)/ NRE occount.

c) The repoyment moy be mode by credit to the FCNR(B)/ NRE/ NRO
occount of the guorontor, provided the omount remitted/ credited sho
not exceed the INR equivolent of the omount poid by the non-resident
guorontor ogoinst the invoked guorontee.

d) However, in cose the liobility is dischorged by poyment out of INR
bolonces, the omount recovered con be credited to the NRO occount of
the non-resident guorontor.

Generol permission is ovojloble to o resident, being o principol debtor to
moke poyment to o person resident outside lndio, who hos met the
liobility under o guorontee.

Given the obove, SRpL ond jRpL moy borrow from bonks in Indio ogoinst the
FCNR (B) deposit of RJK ond SJK for business purposes.

As per the Moster Direction - Externol Commerciol Borrowings, Trode Credits
ond Structured Obligotions (updoted os on Decembe r 22,2023), borrowing
ond lending in INR between two residents does not ottroct ony provisions of
FEMA.

ln coses where on INR focility thot is either fund bosed or non_fund bosed (such
os o letter of credit/ guorontee/ letter of undertoking/ Ietter of comfort) is
guoronteed by o non-resident, there is no tronsoction involving foreign
exchonge until the guorontee is invoked ond the non_resident guorontor is
required to meet the liobility under the guorontee.

14
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Bosed on our discussions with the AD Bonks, w€ understond thot while
stondby letter of credit is not treoted os o guorontee, in cose the stondby letter
of credit is drown, the oforementioned terms will similorly opply,

2.6 ls it permissible for RJK ond SJK to bonow from bonks/ finonciol institutions/
privqte lenders, in Indio for th€ purpos€ of:

o) Onword lending (unsecured loon) to SRPL ond JRPL

lnvestment in equity shores, CCD or CCPS of SRPL ond JRPI-

lnvestment in OCD or OCPS of SRPL ond JRPL

lnvestment in NCD or RPS of SRPL ond JRPL

2.6.1 A person resident in lndio is permitted to lend to o borrower being o person
resident outside lndio under the outomotic route only in specific coses under
the ECB Regulotions.

2.6.2 An AD Bonk in lndio moy gront o loon in INR to on NRI/ OCI Cordholder for his
own business purposes. Such loons moy not be used for restricted end uses
such os investment in copitol morkets ond reol estote octivity.

2.6.3 Given thot AD Bonks ond persons other thon AD Bonks ore not specificolly
permitted to lend to borrowers being persons resident outside lndio under the
clutomotic route for the purposes of relending or investment in lndio,
borrowings by RJK ond SJK os envisoged would not be feosible.

Pleose note, AD Bonks moy gront loons in lndio to the holders of NRE occount/
FCNR(B) deposit ogoinst security of funds held in such occounts for the
purpose of moking direct investment in lndio on non-repotriotion bosis by woy
of contribution to the copitol of lndion firms/ componies.

2.6.5 Repoyment of the loon sholl be mode either by odjustment of the deposit or
by fresh inword remittonces from outside lndio through bonking chonnels or
out of locol INR resources in the NRO occount of the borrower,

2.6.6 However, in ony cose, investment by RJK ond SJK in lndion entities would
require odherence to NDI Rules, ECB Regulotions ond Debt lnstruments
Regulotions, os the cose moy be.

b)

c)

d)

on repqtriotion or non-repoffiotion bosis.
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2.7

2.7.1.

ls SRPL or JRPL o Non-bonhng Finonciol Compony ("NBFC") or o Core
lnvestment Compony ecrc1?

2.7.2 An NBFC hos been defined to meon:

o) A finonciol institution which is o compony.

b) A non-bonking institution which is o compony, ond which hos os its
principol business the receiving of deposits, under ony scheme or
orrongement or in ony other monner, or lending in ony monner.

c) Such other non-bonking institution or closs of such institutions, os rnoy
be notified.

2.7.3 A finonciol institution meons ony non-bonking institution thot corries on os its
business or port of its business ony of the foltowing octivities:

o) The finoncing, whether by woy of moking loons or odvonces or otherwise,
of ony octivity other thon its own.

b) The ocquisition of shores, stocks, bonds, debentures or securities issued
by o Government or locol outhority or other morketoble securities of o
like noture,

c) Letting or delivering of ony goods to o hirer under o hire-purchose
ogreement.

d) The corrying on of ony closs of insuronce busin€ss.

e) Monoging, conducting or supervising, os foremon, ogent or in ony other
copocity, of chits or kuries, or ony business, which is similor thereto,

tl

In terms of the Reserve Bonk of lndio Act, 1934 ("RBl Act,,) ond the rules ond
clorificotions prescribed thereunder, no compony sholl commence or corry on
the business of o non-bonking finonciol institution without obtoining o
certificote of registrotion ond complying with reloted conditions thereto-

Collecting, for ony purpose or under ony scheme or orrongement by
whotever nome colled, monies in lump sum or otherwise, by woy of
subscriptions or by sole of units, or other instruments or in ony other
monner ond owording prizes or gifts, whether in cosh or kind, or
disbursing monies in ony other woy, to persons from whom monies ore
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collected or to ony other person.

2.7.4 Only componies predominontly engoged in f inonciol octivity would be required
to be registered with ond be reguloted by RBl. Hence, if the compony is

engoged in ogriculturol operotions, industriol octivity, purchose ond sole of
goods, providing services or purchose, or sole or construction of immovoble
property os its principol business ond finonciol business constitutes o minor
portion of its operotions, it will not be reguloted by the RBl.

2.7 .5 As per the press releose doted April 8, 1999, to identify whether o porticulor
compony is on NBFC, the ossets ond income pottern os evidenced by the lost
oudited bolonce sheet dote is to be considered to decide its principol business.

2.7.6 'Finonciol octivity' is deemed to be the principol business octivity if o compony
sotisfies the below mentioned 50-50 test:

o) Finonciol ossets ore more thon 50% of its totol ossets (netted off by
intongible ossets); ond

b) lncome from finonciol ossets should be more thon 50o/o of the gross
tncome

2,7.7 Finonciol ossets includ€ sssets thot ore finonciol in noture except cosh, bonk
deposits, odvonce poyment of toxes ond deferred tox poyments.

2.7.8 lt hos been clorified by the RBI thot the octivity of 'leosing ond finonce' which
is omongst the octivities undertoken by NBFC covers only 'finonciol leoses' ond
not'operoting leoses'.

Bosed on o perusol of the oudited finonciols of SRPL ond JRPL for the period
ended Morch 3L, 2023, it is opporent thot the 50-50 test will not be met. This
evoluotion hos to be mode on o yeor on yeor bosis,

2.7.10 However, in o scenorio where Romkey Selinium is tronsferred, given the qssets

would then substontiolly comprise of investments in qnd loons to group
entities ond the income would mojorly comprise of income from such
investments ond loons, the risk of SRPL ond IRPL quolifying os on NBFC connot
be ruled out-

2.7.tt CIC meons on NBFC corrying on the business of ocquisition of shores ond
securities hqving totol ossets of not less thon INR 100 crore either individuolly
or in oggregote olong with other CIC in the Group ond which roises or holds

17 o.,"
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public funds' The following conditions ore to be sotisfied os on the dote of the
lost oudited bolonce sheet compony:

o) Holds not less thon 9006 of its net ossets in the form of investment in
equity shores, preference shores, bonds. debentures, debt or loons in
group componies.

b) lnvestments in the equity shores (including instruments compulsorily
convertible into equity shores within o period not exceeding L0 yeors
from the dote of issue) in group componies constitute not less thon 600/6
of its net ossets.

c) Does not trode in its investments in shores, bonds, debentures, debt or
loons in group componies except through block sole for the purpose of
dilution or disinvestment.

d) lt does not corry on ony other finonciol octivity.

2.7.12 Given thot sRPL ond JRpL ore not NBFCS, it courd be orgued thot they do not
quolify os Clcs even if the conditions stipuloted therein ore sotisfied. However,
given thot RBr hos crorified thot crcs need not meet the principor business
criterio stipuroted for NBFCs, one con orso orgue thot if conditions stipuloted
for ClCs ore sotisfied, CIC registrotion would hove to be obtoined.

2.7.13 As of dote, in ony €ose, given thot the totol ossets of SRpL ond JRPL do not
exceed INR 100 crore nor do they sotisfy other conditions prescribed, SRPL
ond JRPL would not be construed os ClCs.

3. SCOPE LIMITATIONS

3.1 The content of the note ond ony views expressed therein ore entirely bosed on
informotion ond documentotion provided to us. our concrusions ore bosed on
the completeness ond occurocy of the stoted focts ond ossumptions. Any
inoccurocy could hove o moteriol impoct on our views or conclusions ond should
therefore be intimoted to us immediotely.

3.2 The conclusions reoched ond views expressed in the note ore motters of view.
Our view is bosed on our understonding of the lndio low ond regulotions
prevoiling os of the dote of this note ond our post experience with the tox
ond/or regulotory outhorities. However, there con be no ossuronce thot the tox
outhorities or regulotors moy not toke o position controry to our views.

18
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3.3

3.1

3.6

Legislqtion, its odministrotive ond judiciol interpretotion, ond the policies of the
tox ond/or regulotory outhorities ore subject to chonge from time to time, ond
these moy hove o beoring on the odvice thot we hove given. Accordingly, ony
chonge or omendment in the low or relevont regulotions would necessitote o
review of our comments ond recommendotions contoined in this note. Unless
specificolly requested, we hove no responsibility to corry out ony review of our
comments for chonges in lows or regulotion occurring ofter the dote of this
note.

Notwithstonding onything to the controry, this note wos prepored exclusively
for JRPL ond SRPL ond is bosed on the specific focts presented to us by JRPL
ond SRPL os ot the dote of this note. The odvice is dependent on specific focts
ond circumstonces ond moy not be oppropriote to onother porty. This note wos
prepored with only the interests of JRPL ond SRPL in mind ond wos not plonned
or corried out in the contemplotion of ony use by ony other porty.

This note or ony portion thereof moy not be distributed or otherwise mode
ovoiloble to onyone else without our prior written consent. ln vorious sections
of this document, for eose of understonding ond os o stylistic motter, terms
such os 'is" or "will" or "should' moy be used. Such longuoge should not be
construed to olter the "Conclusions" section of this document.

19 o"-,

3.5 Aeko Advisors, its portners, employees ond or ogents, neither owe nor occept
ony duty of core or ony responsibility to ony other porty, whether in controct or
in tort (including without limitotion, negligence or breoch of stotutory duty)
howsoever orising, ond sholl not be lioble for ony cloim whotsoever in respect
of ony loss, domoge or expense of whotever noture which is coused to or
suffered by ony other porty,

3.7 This odvice is not intended or written to be used, ond it connot be used, for the
purpose of ovoiding ony toxes ond opplicoble penolties. The content of this note
is limited to the motters specificolly oddressed herein ond is not intended to
oddress other potentiol tox consequences or the potentiol opplicotion of tox
penolties to this or ony other motter.
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Tax Return Compliances

Yahoo Mail - Tax Retum Compliances

(/

From

To:

Date:

Ashish (ashish@asagarwal.in)

sa mbasiva rao@modiproperties.com

sohammodi@modiproperties.com; gopika@asagarwal.in; madhu@asagarwal.in
Monday, October 16, 2023 at 0.1:43 pM GMT+5:30

Please note that as per the Indian Transfer pricrng regulations, any non-resident holding atleast 26% of the equitycapitav voting rights in any organisation/ entity i ..]r.lJ"a"J'^ * essociated Enrerprise (AE). There are otherdeeming criterias as per which a person can become an AE without ful fillilrg the 26%criteria mentioned above.

3:.* "T"t 
Sharad Bhar, Rajesh-Bhai and enrities incorporakd by them outside lndia are all non-residents ofIndia and shall be regarded as Ar of Indian .orrpu"i"r irr.i"uo the aforemefltioned criteria are met. The effectof tlre above is that the following compti*"". *" t igg"r"j, 

- ' -'
r' Filing of form #E&- we need to report that il-l the transactions v/ith AE6, nature and amount ottransaction and'that the transactions are at arm's length p.ic.; Eren issue ofshares is a transaction andfiling is required. Where rhere are no transactions dirirft tt. y""., fili.g i";;;;"q"i;;--
2' Master file - Entities which are part of a group need to fr*le this form listing out all the AEs in India; Incase if the consolidated group tumor". 

".osr". 
R" 500 crores and certain olther criteria is met lnotmentioning in the interestof simplicity), we are required to file part B of this mater file which has muchmore extensive details and information requiremeni

3' Maintenance of rP study - Required to explain the nahre of transaction, and also analysis thatdemonshates that the transaction is at armi length
4' Filing oflncome tax return - wherever form 3c-EB is gefting filed, due date for tax retum filing shall be 30November instead of3l October.

Please feel free to contact us in case you need any clarification.

Dear Sir

Best Regards
Ashish

A S ACAi?Chortered vfr & co.Accountonts

Gnr (e.
go"\t\\<{
G\IDL 

-zGtsL
G"c*V-

A\{i.)-

R.h'*-!*{ h'\"a.@g
AshishAgarwal I partner
2nd Floor, 3-3-t l6iA, Kachiguda
Hyderabad, Telangana 500027. Iqdia

Office: +91 40 4018 3449 | Cell: r9l 9849737505
Ashish@45-agarwal.in lwww_asagarwal.in
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Now

HOME )) INCOME-TAX )) FORM3CEB: DU.-

Form 3CEB: Due Date, Applicabitjty, How to Fite Form 3CEB Online?

Missed filing
your ITR?

You con still file it on
Cleortox in just minutes

Form 3CEB: Due Dote, Applicobility, How to
File Form 3CEB Of lncome Tox Act Online
Updoted on Apr Ath,2023

| 9 min reod

CoNTENTS I srrow I

According to Section 92A to section 92F of the rncome Tox Act of r95r, if o compony engoges
in ony domestic or foreign tronsoc{ions with ony ossocioted enterprises, it must submit Form
3cEB of the lncome Tox Act in occordonce with tronsfer pricing regulotions. lt is mondotory
to file on occountont's report for this form thot hos been prepored by on independent oudit
professionol.

httpsr/dearlax.in/s/how-to-lile-f orm-3ceb

File Now

q
I

t. -



10/16/3, 359 PM Form 3CE8: DueDate, Applicability, How to File Form 3CEB Ontine?

The lost dote for firing Form 3cEB (Ay 2023-24r for componies required to furnish o report
under Section 92E of the lT Act is IOth Novembe r,2023.

Applicobility of Form 3CEB

Form 3cEB is oppticoble to componies thot engoge in internotionol ond specified domestic
tronsoctions with ony ossocioted enterprise. Businesses hove to file this form irrespective of
the volue of internotionor tronsoctions, but for domestic tronsoctions, onry if the vorue
exceeds Rs. 2O crore in o fiscol yeor.

A thorough report from on independent chortered occountont is required from oll businesses

The fee thot one business chorges its ossocioted business for the goods ond services it hos
provided is referred to os tronsfer pricing. Form 3cEB foflows two conditions os set by
tronsfer pricing regulotions. These ore:

lnternotionol tronsoctions invorving two or more ossocioted firms, ony or both of which
a

a Specified domestic tronsoctions involving tronsfer pricing but not including internotionol
tronsoctions

How to Flle Form 3CEB Online?

Form 3CEB con be filed online by following these eosy steps:

Step 1: You need to ovoil the services of o licensed Chortered Accountont (CA) wno will oudit
the business tronsoctions. once you rog in to your e-firins p_grtql occount, novigote to the ,My

Chrtrtprald Aaanl tnt.rnte, naoe ond ar|d o CA or rtharispd hv vnr r

https J/deartax.in is,/how-to-fi le-form-3€eb

thot engoge in such deols.

con be foreign businesses;



10/16/2s, 359 PM Form 3cEB: Due Date, Applicabitity, How to File Form 3CEB online?

Step 3: Once the form hos been successfully ossigned, the CA con find it in his/her work list in
the 'For Your Action, section. He/she con either occept or reject the ossignment. lf the
ossigned CA rejects it, you must reossign the form.

Step 4: lf the cA occepts the tosk. he will fill in oll the necessory detoils in the form ofter
proper ossessment ond ouditing.

Step 5: once done, you con find the form uprooded by the cA in the Toxpoyer,s work rist. you
con click the 'For your Action' button qnd find the form morked ,pending 

for Acceptance,. you
con either occept or reject it ofter reviewing the form. once you opprove it, Form 3cEB wiil be
filed.

Form 3CEB of lncome Tox Act - pDF Formot

You con downlood Form 3 cEB in PDF formot from the lncome Tox lndio officiol website. This
form comprises three ports - port A, port B ond port C.

Lett toke o rook ot different ports of the Form 3cEB of the rncome Tox Act:

Port A

Port A contoins bosic detoils thot need to be filled up.

Port B

ln Port B, there's o lot of informotion reloted to internotionol tronsoctions must be provided.

This includes informotion obout the ossocioted enterprises with whom the business hos

entered into internotionol tronsoctions, porticulors in respect of tronsoctions in tongible ond

https :/i deartax.in/s/how-to-fi lc-torm-3ceb
3/11

entering the ossessment yeor.



10/16123, 3:59 PM form 3CEB: Due Dale, Applicebility, How to File Form 3CEB Online?

Port C

Port c of the form is solely dedicoted to specified domestic tronsoctions. while port B focuses
on internotionol tronsoctions, port c is on engogements with domestic enterprises.

Click here to view/downlood Form 3CEB.

Finol Word

As per Section 92E of the lncome Tox Act, which relotes to internotionol tronsoctions ond
specified domestic tronsoctions, filing Form 3cEB is mondotory for componies who ore
engoged in foreign or domestic business with ossocioted enterprises. Toxpoyers must strictly
follow the requirements listed in Form 3cEB; otherwise, there ore penolty rures which might be
enforced.

Frequently Asked euestions

Whot ore the reporting requirements under Form 3CEB?

The following detoils must be reported in Form 3CEB:

' Bosic detoils of the ossessee ond the totol vorue of internotionor tronsoctions.

e Detoils reroted to internotionor tronsoctions throughout o finoncior yeor.

. Detoils of specified domestic tronsoctions done in o finonciol yeor.

https ://deartax.irvst/how-{o-fi le-form-3ceb

whot is the penolty tor non-complionce with the requirements under Form 3cEB?
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Form 3CEB: Due Date, Appticabitity, How to File Form 3cEB Ontine?

There is o fine of 270 0f the tronsoction omount if given informotion is inodequote.

lf there is on error in the informotion provided, there is o penolty of 2"2" onthe tronsocted
a

omount.

How con I generote ond updote UDIN for form 3CEB?

A working chortered Accountont con generote o Unique Document ldentificotion Number
(uDlN) by visiting the lcAl website. To updote uDlN, log in to the income tox website ond click
the 'View,/Updote UDIN detoils, under ,e_fi,e, 

in the ,lncome 
Tox Forms, tob.

Whot should I do if I see "iNVAUD UDIN,while updoting UD|N?

Yeor of filing the form ond creoting the UDIN shourd be the some

UDIN should be creoted for Form 3CEB

UDIN should not hove been revoked ot the UDIN portol

While uplooding the Digitol Signoture Certificote (DSC) for Form 3CEB report, both you ond
the CA must ensure thot the:

a

a

a

hrtss/deartax.irvthow-{o-fi le-form_3ceb

Here ore some points you con check to ensure the UD,N is vorid during updotion:

Whot should I do ln corc of error "INVAUD DSC" ior form 3CEB?

r DSC hos not expired

o DSC monogement utirity (emBridge) thot generotes the signoture fire is updoted

r DSC hos been registered on the lncome Tox portol in the user,s login
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Sent at: 11-08-2023 17:0437

Re: Note on discussion for todays meeting
team2 . <eam2@hineshdoshi.com>

Soham Modi <sohammodi@modiproperties.com>

Ashish <ashish@asagarwal.in>, Aruna K Admin <aruna@modipropertios.com>, Nirisha CA
<nirisha@modiproperties.com>, Sharad J. Kadakia <sharad.kadakia@greens-com>, Rajesh Kadakia
<rk@greensglobal.com>, Aarti Karwande <aarti@hineshdoshi.com>

From:

To:

Cc:

Dear Mr. Modi,

Please find below replies to your queries.

Queries

a. Is it mandatory to route the funds for sale of shares as given above through physical transfer via NRO

account in India?

Reply: Yes, In case of transfer of shares from Non-resident to NRI (on non- repatriation basis). fuMs have to
physically flow from NRO Ay'c in India.

b. Is there any lock-in period for sale of shares as proposed above under FDV NDI rules?

Reply: There is no Lock in Period for sale of shares under FDI/NDI rules. Restriction of 1 year is applicable in case of
optionality clause mentioned, which is not applicable in your case.

C. The model ofbusiness is to buy land (non-agricultural and typically industrial zoned land) and develop

it into industrial spaces for lease or sale (post development/occupancy certificate). The developed

buildings + land will be sold at entity level i.e., SPVs will be sold rather than transfer of assets owned by

the SPV. Are there any restrictions on such transactions or in general wrt non-repatriable funds being used

for such developments?

Reply: Real estate definition under FEMA excludes following:

Development of townships, construction of residentiau commercial premises, roads or bridges, educational
institutions, recreational facilities, city and regional level infrastructure, townships.

Hence the activities mentioned hereunder can be uMertaken without any restrictions through repatriable as
well as non-repatriable funds,

d. An other route of bringing non-repahiable funds is by loan against FCNR deposits or by way ofloans
against standby letter ofcredit (SBLC). Are they any restictions on use of such fimds for developments

proposed?

Reply: Yes, the option is available. In casc of FCNR dcposit, terms and conditions as applicabic in NRE deposit
reguiations are to be follou,ed. Attached herewith the extract of the regulation. You may refer to the yellorv



hightighted part for restrictions

e. The proposed transfer of shares between GGLLC/GGILLC and SJK,/RJK is without introduction of
physical capital. Form FC TRS is required to be filed by NRIs to transfer the shares on non-repat basis.

Can FC TRS be filed without bringing in physical capital?
Reply: No, Form FC-TRS Cannot be filed without bringing in physical capital. At the time of flling the form, there is an

attachment required wrt oumow of funds for acquisition of shares.

Thanks and regards,
Aarti Karwande

Kinjal Msaria

HINESH R DOSHI & CO. LLP

Chartered Accountants

"A mistake is only a mistake if you don't learn from it."

"The information contained in this e-mail and any attachments to this message are intended for the exclusive use of
the intended recipient and may contain proprietary, confidential or legatly privileged information. lf you are not the
intended recipient, please note that you are not authorized to disseminate, distribute or copy this e.mail or any parts of
it or acl upon/rely on the contents of this e.mail in any manner. Please notify the sender immediately by e-mail and

destroy all copies of this e-mail and any attachments. Thank you for your cooperation"

On Wed, Aug 9, 2023 at 9:19 PM Aarti Karwande <aarti@hineshdoshi.com> wrote

Dear Soham bhai,

DearAshish,

We have noted your email.below and shall reply by Friday this week.

Thanks and regards,

Aarti Karwande

HINESH R DOSHI & CO LLP

Chartered Accountants

Palai Plaza, 3rd Floor, Opp Hotel Pritam, I Kohinoor Road, Dadar (East), Mumbai 400014
Direcl Line :022-66008127 I Mobile : 09987929041

Email lD: aarti@hineshdoshi.com / team2@hineshdoshi.com

srd ffoor, Palai Plaza, Swami Gyan Jivandas Marg, Dadar (East), Mumbai - 400014

Board Llne: 022{60081 0O

Email lD: team2@hineshdoshi.com lnto@nrOeShdssnieom

Video Conferencing lP: 103.204.166.11 Mebsite: httpll4A4A4.hj!.cs[d.ashjce!!p-!s0/



Video Conferencing lP: '103.204.166.11 / Website : htto://www.hineshrdoshicollp-qed

"A mistake is only a mistake if you don't leam from it."

On Wed, 9Aug,2023,4:'19 pm Soham Modi, <sohammodi@modiplepdtCs!9!0> wrote:

Aarthi,

I am adding my note for clarity in the matter. Can we conn€ct on ZoomlTeams on Friday.

Regards

Soham Modi.

Note on SRPL/JRPL - FOCC related issues

Date:9-8-2023

I - RIK & SJK are US citizens. RJK + SJK have only one asset in India in their name i.e., Greens

Towers. Greens Towers is an 80k sft building on about 5000 sq yds of land, leased to Sonata

Software for a monthly rent of about Rs. 60 lakhs. Market value of property is between Rs. l0O

to 150 cr. Circle rate is about Rs. 60 cr,

2. SJK is 990lo owner of JRPL (Private limited company). JRPL is owner of about 25k sft of office
space in Ramky Selenium, which is fetching a rent of about Rs. 45l- per sft per month. Market

value ofproperty is about Rs. 20 cr. SJK has also invested into (equity + unsscursd lsan;

AMTZ 4554, AMTZ 801, GVRC, GVDC, GVl. These are all private limited companies who

have purchased industrial land and are developing indushial buildings (Lab spaces for life
science companies).

3. RIK is 997o owner of SRPL @rivate limited company). It has made identical inveshents as

JRPL.

4. GVRC (500k sft on 9 acres) - 2 of5 blocks are completed and leased.

5. GVDC (150k sft on 2.25 acres) - one block almost completed and leased. GVDC is proposed

to be sold to RXP, a UK based PE fund. Agreement for sale of shares is signed.

6. GVl (125k sft on 1.8 acres) - one block is scheduled to be completed in mid 2024. GVI is
proposed to be sold to RXP, a UK based PE firnd. Agreement for sale of shares is siped.

'1. AMTZ 801 (100ksfton 1.25 acres) and AMTZ 4554 (70ksfton2.225 acres) - land acquired,

permits received, construction has just started.

8. GVRC, GVDC, GVl, AMTZ 801, AMTZ 4554 have been valued based on books of accounts.

Ramky Selenium has been valued at market rate.

9. JRPL received USD l0k in Dec ember,2022 as FDI. Another USD 500k was received in May,
2023. Against this equity was allotted after valuation of the company. JRPL became an FOCC

company in Dec, 22.

10. Similarly, SRPL received FDI of USD lOk in Sept, 22 and USD 500k in Nov, 22- ltbecatne an

FOCC in Sql22.
I l. The FDI was made through 2 LLCs incorporated in USA i.e., GGLLC, GGILLC.



12. It was recently leamt that FOCC companies are barred from making downstream investment in 
_

LLPs. Fuhre projects for development oflab spaces are proposed to b€ in LLPs so that co-

investors can enjoy the rent without double taxation.

13. In the near future it is likely that SRPL & JRPL will be deemed to be NBFC as both income and

assets from financial instruments may exceed 507o threshold. FDI in NBFCs (including CICs)

is complicated and avoidable.

14. For the 2 reasoos given above it is proposed that the FDI in SRPL & JRPL is reversed so that

both companies are no longer FOCCs (i.e., they do not attract any rules under FEMA).

15. It is proposed that the shares of GGILLC and GGLLC are sold to RJK & SJK in the US i.e.,

amounts will be paid by NRIs to foreip companies in the US. Any tax on capital gains shall be

paid in India.

16. Queries:

a. Is it mandatory to route the firnds for sale of shares as given above through physical

transfer via NRO account in India?

b. Is there any lock-in period for sale of shares as proposed above under FDI/ NDI rules?

c. The model ofbusiness is to buy land (non-agricultural and typically industrial zoned

land) and develop it into industrial spaces for lease or sale (post development/occupancy

certificate). The developed buildings + land will be sold at entity level i.e., SPVs will be

sold rather than transfer of assets owned by the SPV. Are there any restrictions on such

transactions or in general r*rt non-repatriable funds being used for such developments?

d. An other route ofbringing non-repatriable fimds is by loan against FCNR deposits or by

way of loans agaiost standby letter of credit (SBLC). Are they any restrictions on use of
such funds for developments proposed?

e. The proposed transfer of shares between GGLLC/GGILLC and SJK/RIK is without

introduction ofphysical capital. Form FC TRS is required to be filed by NRIs to transfer

the shares on non-repat basis. Can FC TRS be filed without bringing in physical capital?

On 08-08-2023 l2: 10: 14, Ashish <esbish@,asagarwal.in> wrote:

Dear Aarti

As per our discussion yesterday, I am summarising your view and my understanding on the

subject:

1. We have proposed to transfer shares of JRPL and SRPL held by GG LCC/ Gl LLC to

Sharad and Rajesh Sir. Both are to hold the shares under non-repatriation basis

2. Upon this transfer, we understand that it is mandatory for Sharad and Rajesh Sir to

infuse/ bring capilal into their local lndian NRO bank accounts from which the payment

shall b€ made

3. This is required such that Form FC TRS can be filed with the banker wherein we can

communicate that the shares are held on non-repat basis

4. ln case the money is not brought lnto India and pald from the lndian bank accounts,

we understand that FC TRS is not required to be filed and hence the communication



cannot be done.

Kindly confirm if the above is conect.

Thank you for your inputs.

Please feel free to contact us in case you need any clarification.

Best Regards

Ashish
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confidence

2d Roor, 3-3-116/A, Kachiguda,

Hyderabad, Telangana 500027, lndia

office: +91 40 4018 3449 | Cell: +91 9849737505

Ashish{aAsagqg4Li! l,.YIYWasagar\.lal.in

Kindly find attached a reference/ screenshot of the document as per which in case of transfer

of shares from a NR to NRI (holding shares on non-repat basis) FC TRS is required to be

filed by the NRl. The regulations do not insist on the money to be routed through lndian

bank accounts. Therefore, can you confirm if we can avoid bringing €pital to lndia and file

FC TRS? ls there a practical requirement to this which is not mentioned in the regulations.



Ftom: a ru na@ mod ip_Iq p-g!e5.f e!0 <A-tg3-a@_mp!jp_rcpCrtiC5.Col!>

Sent: Monday, August 7, 2023 2:45 PM

To:'Aarti Karwande' <aarti@hineshdoshi.com>

Cc;'Soham Modi' <sohammodi@modip-19 erties. com>; Ashish <Ashish@asaga rwal. in>;

nirisharomodip-g9pj$ies.gg-ff!; 'Sharad J. Kadakia' <sharad.kadakia@greens.com>; 'Rajesh Kadakia'

<!k1@greensglobal.com>

Subiect: Note on discussion for todays meeting

Minutes of meeting held at Modi Properties office.

Dale:7-8-2023.

Present: Mr. Ashish Aganival, Mr. Soham Modi, Ms. /nirisha, Mr. Sharad Kadakia and

Mr. Rajesh Kadakia

1. Hinesh Doshi and Co., to confirm if SRPL & JRPL are FOCC:

a. Before receipt of FDI in 2O22.

b. After receipt of FDI in 2022.

2. Hinesh Doshi and Co., to confirm applicability of indirect FDI / downstream
investment (Dl) rules to SRPL & JRPL:

a. Before receipt of FDlin2022.
b. After receipt of FDI in 2022.

3. Can GILLC and GGILLC sell their shares in the USA to SJK & RJK

respectively? lf allowed capital gains/tax liability has lo be checked. Query: Can

the investment made by FDI through GILLC and GGILLC be now recategorized

as non-repatriable? Are there any lockin restrictions on FDI investments?

4. Can SRPL make Dl in Inventopolis LLP? lnventopolis LLP is acquiring

industrial land to develop lab spaces. ln the NDI rules of 2019, it was baned

since LLP have FDI link conditions under automatic route. However the NDI

master directions oI2022 do not specify such a condition.

5. An amendment by notification dated 6-8-21 - SO no. 3206E -'An investment

made by an lndian entity which is owned and controlled by NRls on non-

repatriation basis, shall not be considered for calculation of indirect foreign

investment'. How does it impact our present structure?

Attachments:

Notification 5(R) - FCNR & NRE.pdf (147 KB)



cannot be done.

Kindly confirm if the above is correct.

Kindly find attached a reference/ screenshot of the document as per which in case of transfer

of shares fom a NR to NRI (holding shares on non-repat basis) FC TRS is required to be

filed by the NRl. The regulations do not insist on the money to be routed through lndian

bank accounts. Therefore, can you confirm if we can avoid bringing capital to lndia and file

FC TRS? ls there a practical requirement to this which is not mentioned in the regulations.

Thank you for your inputs.

Best Regards

Ashish
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2nd Floo( 3-3-110iA, Kachiguda,

Hyderabad, Telangana 500027, lndia

0ffice: +91 40 4018 3,149 | Cell: +91 9849737505

Ashish(aAsagarwal.in lwww.asagarwal.in

Please feel free to contact us in case you need any clarification.



Attachments:

From: aruna@modip_Igptllies,Ceno <aruna(a modi p_tQpllIes.ea-!0>

Sent: Monday, August 7, 2023 2:45 PM

To: 'Aarti Karwande '<aarti@hinesh doshi.com>

Cc:'Soham Modi'<sohammodi@modipfgp-C_tECS.Ce!0>; Ashish <As tr iSh.j@=Saga rwa l. in>;

nirisha(omodi p_fepglestg.m;'Sharad J. Kadakia' <sharad.kadakia@greens.com>;'Rajesh Kadakia'

<g!@greensglobal.com>

Subiect: Note on discussion for todays meeting

Minutes of meeting held at Modi Properties office.

Date:7-8-2023.

Present: Mr. Ashish Agarwal, Mr. Soham Modi, Ms. /nirisha, Mr. Sharad Kadakia and

Mr. Rajesh Kadakia

1. Hinesh Doshi and Co., to confirm if SRPL & JRPL are FOCC:

a. Before receipt of FDI in 2O22.

b. After receipt of FDlin2022.
2. Hinesh Doshi and Co., to confirm applicability of indirect FDI / downstream

investment (Dl) rules to SRPL & JRPL:

a. Before receipt of FDI in 2022.

b. After receipt of FDI in 2022.

3. Can GILLC and GGILLC sell their shares in the USA to SJK & RJK

respectively? lf allowed capital gains/tax liability has to be checked. Query: Can

the investment made by FDI through GILLC and GGILLC be now recategorized

as non-repatriable? Are there any lockin restrictions on FDI investments?

4. Can SRPL make Dl in lnventopolis LLP? lnventopolis LLP is acquiring

industrial land to develop lab spaces. ln the NDI rules of 2019, it was baned
since LLP have FDI link conditions under automatic route. However the NDI

master directions oI 2022 do not specifiT such a condition.

5. An amendment by notification dated 6-8-21 - SO no. 3206E -'An investment
made by an lndian entity which is owned and controlled by NRls on non-

repatriation basis, shall not be considered for calculation of indirect foreign
investment'. How does it impact our present structure?

Notification 5(R) - FCNR & NRE.pdf (147 KB)



SCIIEDULE I

lsce Reguhdoo 5(1) (i)J

l. Eligib iry:

Non-resid€nt Indims (NRIS) and Person oflDdisn Origin (PIOS) are permined to opql arld rnaiffain these accouDts with

authoised dealss and with bsnts (inctuding coopoative baok) authu'ised by the Reserve Bsnk to mahtaitr such

accounts.

The account should be opened by the non-resideat account holder hioself and not by the holder of the power of
attorDey in Indi&

2. Typcs of .ccoutrts:

Tbe accqmts may be mai ahed in ary fqm, e.g, savings, cureirt, reqfring oi fired d€p6it accouDt etc.

3, PerDltted Credlts;

a) Proceeds ofreraitrac€s to India in any permitted currency.

b) Proceeds ofprsoaal cheques draum by the a{aount holder oo his foreign currancy acc<rmt ed oftravellas chequ€s,

bank &afts payable in arIy permised currency including infun€flts expressed in Indian rupees for which

reimturs€Eent wil be receiv€d in fCeign curency, deposited by the account holder in persd duriDg his ternpcey

visit to Indis, provid€d the outioris€d d€aler/ benk is sotisfi€d thar the .coounr hold6 is still reoidtnt outside India, rhe

tavellers' chequeJ &afts are standing/ endors€d in dte name of the aclourt hold6 and in fte case of travellers'

cheques, thqy were is$ed oulside India.

c) Proceeds of foreign c'urency/ bonk trot€s todered by accormt hold€r durhg his tampo.ary visit to ttrdia, p.ovided (i)

the amo@t was decl.Ied @ a Cunecy DeclardiG ForE (CDF), wtere applicabl€, md (ii) lhe notes ae t€od€red to

thc authcrised dealer in p€rsotr by the accoutrt holdcr himselfand the authorised dealct is satisfied &ar ac.outrt hold€r is

a p€r3on rBid€nt oirtlide India.

d) Trdrsfe$ tom oder NRE/ FCNR (B) accouts.

0 Curr€nt income in India dre to the sccount holder, subjert to payrnent ofapplicable taxes in India

g) Mahrdty cr ssle pte€eds of any permissible hrcstlent ir Lrdia *tich was originally made by debit to the account

holdeds NRR FCNR (B) account a out ofremiftances received fiqn outside lndia through banking channels.

Noc.Resideot (E(crml) Rupee Accoutrt Scheme - NRE Accoutr(

€) Intrr€st accruing m lhe fittrds held in the account.



Provided that lho investmetrt uras made in acco.darce with the foreign exchange regulations in force at the time of
makitrg such investmQt

h) Refund of share/ debentwe suhscrifliotrs to trew issues of Indiaa cornpades or portion tbereof, if the amount of
suhscripticm v/8s paid ftom tfie same acoount or tom other NRE/ FCNR (B) account of the accouot holder or by

rcmitance frorlr outside India throrgh bauking chmnels.

i) Refimd of applicatioo./ earnest [oney/ prEchase consideration made by the house building agencieJ s€ller on aoooutrt

ofnon-€llote€ot of flatt plot/ caocellaticn of bookingE / d€als fo purchase of rosi&ntiaU c.rmooial propsty, togeth€r

with intqest, if any (net of itrcome tax payable th€reotr), provided the original p6),meot was made out of NRE/

FCI\IR(B) account ofthe accourt holder or ref,nittance fiom outside lndia lrlrough bonking channels and the arrhcrised

dealer is satisfied aborn the genuineness of the transaction.

j) Any other credit if covered uader general or special permission granted by Reservc Bank.

4- Pe.mittcd Debih:

a) t cal disbursements.

b) Remittances outside ltrdia.

c) Transfer to NRE FCNR (B) accounts ofth€ account hold6 or any other person eligible to maintain such ac&unt.

d) Investmeqt in shareV seclrities/ commerciat paper ofan Iudian company or for purchase of immovable property iD

India fovided such investment/ puchase is covsred by the regulations rnade, or the g€nerav special permission gra ed

by the Reserve BanL

e) Any other batrsaction if covered rmder g€neral q sp€cial pcrmission ganted by the Reserve Bank.

5. Rate of lnterest:

Ratc of intE est apPlicablc to thesc accounts shall be in accordalca with thc direotions/ insEuctions issucd b5r Rcscrvc

Banf from time to time

6. Loons agaimt security of funds held iD the ac{ount:

(l) To accomt hold6: Authaised deaters and authaised books maintaining such a({ourts arc p€rmitted to gret loans

in India to the accent holdcr $$ject to the fotlowitrg conditions:

(a) Tho loon shall be used for:

i) persoal purposes c for carrying m busitr€ss activities exc€pt fol the pupose of relendiry or carryitrg on

agricllturaU plantatior activities or for investment in real estate busin€ss.



ii) making dir€ct investmcit in India sr ncn-repatriation basis by *ay of contrihftion to the capital of Indian

firmV cornpaies subject to the provisions ofthe relevaDt Reguldiotrs made u[dei the Act

iii) acquiring flatl house in lndia fq his own rcsidortial use subject to the provisions of the relevant

Rcgulations rnado unde{ tfie Act

(b) F.epalan(nt sball be made either by adjusment ofthe depGit or by Aesh iorard remittanc€s fiom qrLside India

through banking chaanels or out of local rup€€ resources in the NRO accoutrt ofthe borrou/er.

(2) To third peties: Authorised dealers and authqis€d banks may B-art loons to resideflt individuslJ firmd cornpeies

in India agaitrst fte coll,ateral of 6xed depoits held in NRE accout subhct to the followitrg c@ditioos:

i) The loen Soutd be utilised for persooal purposes or for carryirg on h$iness sctivities except for ote pupos€

of reloding or carrying ol! agricultuEl/ plantation aaivities or frr investu€[t ir r€al esiste busin€ss.

ii) Thae shurld be no direct or indirect foreign exchatrge corsid€mtior for the no-resident depositq agreeing

to pledge his dQodits to €oablc the residf'lt individuaU firm/ courpauy to obtain s,uch f.cilities.

iii) The ueuat norms and consideratioas as applicable in $re case of advsnc€s to trade./ iadustry shall be

applicable ro such credit facilities.

(3) sloans 
outside IDdia - Authorised dealers rnay allow their trancies/ corespond€ s outside India to grant loaDs ro

or in favour ofnon-resident depGitoi or to third parties at tie request ofdepositor for bona fide purpos€ €xcept for the

purpce ofrelending or carrying on agriculturay plantation activiti€s or for iovestment in real estate business, against

the s€curity of ftnds held in the NRE accouDts in India aad also agree for remittance of the funds foq India, if
ne€essary. for liquidalion o[{he outslanding.

(4) The authoris€d deater/ b@t frol d e[sure that the adyanc€s are fully secured by the fixed depcits add regulstiotrs

relatitrg to normal margin, ilrtqest rate, etc. are complied \riih.

(5) The lens gnnted under rhis p(agraph sldl be subject to such directions as nray be issued by the Reserve Bank

fr@ time to time.

(6) The term "len" $all include all types offirnd based/ non-fund based facilities.

7. Chaoge of rcsidetrtirl shtus of thc rccount holder:

NRE accomts shln d be re{esigmted as resid€at accoimts or lhe firnds held ir these ac.ounts may be transferred to the

RFC accounts (if tho account holder is eligiblc for maintaining R-FC accomt) at lhe option of thc account holdq

t tr*,ted by o Cqaledun s:th.fulwn Ap.ilOl . 2015 vide G.5 R 86glE) doted seotenbet 8. 2016. Prior @ in*ttioo il Ead os: 'toans oua,i(k

tndia - Audlods.d deolc,s tfioy ollov th.ir b@tdtcs/ @nzsponht ts otdde hrdlo 6 gtont l@ns to or ln loyou ol noa-'E,ident de$ltor o, b thitd

,,,/td.5 ot d* ,equ6t d dcpositot lot born fide puryo'z except lor thc Ntpse o, '!lcnding ot @rying on oqxulnnov plonronon octitltizs orlot
idvesni!.ttt i/t reol .noL t usircts, ogaintt thc secudty of lunds heu in al!P. If'E occounts ln ldio o,t de ogtlt lot runitto,,.' of the lun* lnn
l,tdlo, t t@sJ,ty, lor liquidatioo ol th. ot6.nndinr'



iDmediafely upotr the reh.rn of the account hold6 to India for taking up emplo],ment or for carDring on businqss or

vocati@ 6 fG atry oth€r pupose indicatiog itrteotioa b sray in India for an uncenaiD period. Where lhe account hold€r

is only on a Sort visit to lndia, lhe account may crntiDue to be treated as NRE account even during his *ay in lodia.

E, RepaEirtion of furds to troFresidert tromine€:

Authuised dcalers/ authorised batrks Eray allow remittance of fimds lying in lhe NRE account ofthe decsased accou[t

holdel to his n@-resideot trmhee.

(a) Joht accounts - Joirt ac{ouots may be permiued to be opeDed in he following cases:

i) In the names of two or more NRls and,/or PlOs

ii) With resident relativ{s) on 'fomer or survivor' basis. However, the said resident relative sha.ll be eligible

to opef,ale lhe accq|trt as a Power of Attqney hold€r i[ acccdaDce with the extar itlstuctions during the life

time ofth€ account hold6.

Explanatioa For the purpooe of this regulation, 'relative' means telative as defined in sectioo 2(77) ofthe

Cmpanies Act, 2013.

b) Opening ofaccount dlring tempqary visil An ac.ount may be opened in lhe namo ofan eligible NRJ or PIO during

his teuD(rary visit to India against teDder of foreigo currercy tmvellers cheques or freigtr cEreocy trotes and crins

lendqed, providcd the authCis€d dealer is satisfied that the person has not c€as€d to bc a tron-resident.

c) Operatims by Power ofAtt€me)4 Auth6ised dealerV authrrised banks Ery allow operatioDs o aD NRE accoutrt itr

terms of Power of Attomey or dher aulhority grant€d h favou of a r€sideot by the no-i€sid€at accou holder,

provided such opgrations a.e resEicted to with&awals ftr local paymetrts or rcmitl8nce to the account holder himself

througb bekfug cbannels In cas€s wh€re lhe aocqmt holder or a bork designated by him is eligible to make

itrveshents in India, the Power of Attomey holder m8y be pemined by thc authcrised dealerV banks to operate lhe

aoooutrt to ficilitate 6uch invcsh6t. The resid@t Powsr of Attorney hold€r shall trd, howcver, be allowed to rcpatiato

outside India funds held in the account under any cirqu$tanc€s other thatr to the account holder himsett nor to make

palD€nt by way ofgift to a resid€nt otr behalfofthe acrouot holder ocr to tansf€r fiItrds ftom the accoutrt to atrothet

NRE accoutrt.

d) Special Scries of Cheques: Fcr easy identification and quicker processing of cheques drawn on NRE accomts,

authcrised deal6v banks shall issue cheque books containhg a special *ries of cheques to thei corstitucnts holdirg

NRE accourts.

e) Ternporary ovodrawing: Autho sed dealerV aUhorised banks may at lheir discaetio'r/ commacialjudgement allow

for a p€dod of not more than two weeks, over&awings in NRE savings bank accounfs, up to a limit of Rs.50,000

9. Miscellrtreous:



zubject to the condition that such over&awings together with the interest payable thqeotr are cleared/ repaid *ithin the

said p€riod of two weels, oitt of inBard r€mittaces tkough baathg dmtrels or by transfer of fimds tom oth€r NRE/

FCNR(B) accounts.

f) Remittances abtoad by Resident nominee: Application fiom a residqf nominee for rernittarcl of funds outside India

for meeting the liabilities, ifany, ofthe deceased ac.ount holder n f6 similar odrer prrpces. should be forwarded to

lhe Reserve Bank ftr c()rlsideretiffl.

g) Tax ExEmption: lncme ftm interest oD bal@ces stmding to fte credit of NRE Acccrrots is exemF from Income

Tax Likewise batances held in zuch accounts are exempt ftom wEalth tax

h) R@orting: The tBnsacdqrs in tfiese accounts shall be rqffted to the Rcsewe Ba k in accordace with the directions

i$sued by it frm time to time.



SCHEDI]LE 2

lsee R€guLtiotr 5(l) (ii)l

l. Eligibility:

(a) NRls and PIOs are eligible to op€o atrd maiDtain thes€ accoutrts with an authorised dealex.

(b) These accnrurts rnay be opeaod with firnds remifted fioiD outside lndia tbrough banking cbannels or funds received

in rupees by dcbit to the accoutrt of a tron-reside[t batrk maintained with an authorised dealer in l.odia or fimds E ch

aro ofr€patriabla Dature in tcf,ms ofth€ regulaticns made by Reserve Bank. Accounts may also be opened by ha$fer of

funds fron existing NRE/ FCNR (B) accounts,

(c) Remiua[ces from outside hdia for c,penirg of or crediting to these accounts should be made in the designated

c,urrency in \vhich the ac.ount is desired to be op€tr€d./ ElaifiaiDed

wiihotlt Fojudice to thi6! if the remittsnce i6 re.eivod in a curency dhfr than the deoignatod crnrency (including fim&

received in rup€€s by debit to the ac{ormt ofa non-rcsidcnt bark), it shq[d be conv€rted into 6e later currency by the

aulhqised deal(, at the risk atrd cost ofthe remit€r and accqrat shcr d be opened,/ credited in only the designated

cllll€dcy.

(d) In case &e depositor with any curr€ncy other lhan desi$ated cunency desfues to place a deposit in these accouots,

authmised dealers rnay undertake with the depoeitor a fully covered swap in thal curr@cy against lhe d€sired designatod

cur€ncy. Such a swap may also be dooe betlvgen two desigtratod curlencies.

2. IrcsigrlH Curtencier: Deposit of fiIods in the account may be accepted il such pcrmissible currencies as may be

design8ted by the Reserve Bank from time to time.

3. Type of rccount:

These accounts may be cpened only in the form ofterm depGit with maturity ofsuch period as may be specified by the

Reserve Bank from time to time.

4. Rrte of htrrcst:

The ratc of int{rest oo frnds held in lhese deposit lccormts will be in accor&nce with dre directives isslred by the

Reserrae Bank frqn time to time.

5. Permi$sible DebitV Credits:

AI debitd credits p€rmissible in respect ofNRE accounts as spocified itr Schedule I shatl be permissible in resp€.l of

these accoutrts also.



6. Rrte for Corveruiotr ofRupees hto DBigtrrted Curretrcies.trd vice vers:

i) Remittances received in Indian nrpees for qening these accounts shall be converted by the autfiorised de8ler irrto lhe

designated foreign curreocy at fie cleao T.T. s€lling rate for that curcncy ruling on the date of c@versioD.

ii) For the prpose of payment in rupees, fun<ls held in these accounts shall be converted into rupees at the audroised

deatels ctean T.T. buyiDg ra& for the concmed curreocy ruling o the date of withdrawal.

7, hlatrd MovemeDt of Futrds:

Any inland mov€ment of fimds fff the purposo of opsning th€s€ accounts as v/ell as for repatiatim outside India of

balarc€s held is these accounts will be fiee of i and excbange or coDmfusion for tte no-residQt d@ositors. Tbe

Aurhorised dealq receiving fcreign curracy r€mithtrces itr thes€ accoutrts will also, on request, pass on lhe foreign

currency to erc*her aldhorised deal6 ifthe account has to be opened wilh lhe latt6, at no exEa c6t to tfie rfirittq.

E. Mrtrrer of Pavment of Intcrest:

(i) Intctest on balances held in these accouas may be paid halEyearly or on an annual basis as desired hy the depositor.

(ii) hterest Day be credit€d ro a trew FCNR (B) accormt or a existing/ new NRE/ NRO acrount in the ome of the

account holder, at his opti6.

FCNR(B) deposits.

(2) The rnargin requiremot $all be notionally calculated m the rup€e equivalent oflhe d€posits.

10. Change of rcsidertid strtus of the accoult holder:

Wh€n 8n account holdcr becones a person resid€nt in lndi4 depcits may be allo\r€d to continue till maturity at the

coDu'aat€d rate ofinterest, ifso desired by him. Horf,ever, exc@t the provisions relating to rate of intEest 8r1d res€rve

requir€m€nts as @plicable to FCNR (B) deposits, for all other purposes such deposits shall be tr€ated Es r€sidrnt

deposits Aom the date ofrehrm of the accolrtrtholder to IDdia- Authaised dealers $ould cuvert the FCNR(B) dcposits

otr maturity into r€sident mpee deposit ac{ortrrts or RFC accouot (ifthe depoitor is eligible to opetr RFC account), 8t

the qtion ofthe accounthold€r atrd interest @ lhe oew deposit (rupee ac$urt or RFC accqlnt) shall be payable ar 6e

releyant rat€s applicable for such deposits.

9, Lorny overdrafts rgriDst secrrity of fulds held i[ th€ accoort:



I l. Joint eccount, reprtrirtior of brlmces, ctc.:

(1) Tefins ard conditims as applicable to NRE accounts (cf Schedule l) ia respect ofjoint accounts, repatriatisr of

funds, qer ng account during reEporary visit, operatioo by power of attomey, loanV overdrafts agaitrsr security of
funds held in accounts, shatl apply mutatis mulandis to FCNR (B) accounts.

(2) Authcised dealq may p€rmit remitraDce of the maturity procecds ofFCNR (B) d€posits to third paties outside

India, Fovided the t-ansactior is specifically authorised by ths account holder ard the adhorised deater is satisfied

about the bons fides ofthe Eamactica.

12. Reporting:

The transactions in $es€ acc,olmts shall be reportcd to Reserve Baok in accordance with the directicns iszued by it from

time to time.

13. Other features:

(a) Reserve Bank will not provide exchange rate guarantee to aulhorised dealqs fo deposits of any mahnity in these

accounts.

@) t ending of resources mobilised by authorised dealers under these accounts ale lrot subjec{ to any inter€st rate

stipulati@s.



Road map for reversal of FDI - conversion of SRPL/JRPL to NON- FOCCS
Date: ll-8-2023

1 . GILLC has purchased 84 shares at the rate of Rs. 9,689/- in Dec, 22 + 3 ,122 shares @
Rs. 13,012/- in June, 23. These are to be sold to SJK in July/Aug,23, preferably @
Rs. 13,012i- per share. Approximate capital gain is Rs. 2.79 lakhs.

2. GGILLC has purchased 95 shares at the rate of Rs. 8,346l- in Sept, 22 + 4,864 shares

@ Rs. 8,3461 in Nov, 22. These are to be sold to RJK in July/Aug ,23, preferably @
about Rs. 9,000/- per share. Approximate capital gain @ Rs. 9,000/- is Rs. 32.43

lakhs.
3. GILLC and GGILLC need Pan registration for the purpose ofpayment oftax. For that

company registration ofthe LLCs need certification by Indian consulate in the USA.
In the mean time make application with notarized copies by 1218. SJK to obtain
certified copies from Indian consulate ASAP

4. RIK & SJK need TAN nos for deducting TDS on the above capital gains in favour of
GILLC and GGILLC. Application for TAN must be made immediately (before 12i8).

5. Presuming that physical transfer of funds can be done within 30 days of transfer of
shares, SH4 shall be filed ASAP for the said transfers. Transfer date to be determined
by Ashish Agarwal. Rate of transfer shall be based on valuation report (report form
CA will suffrce - merchant banker valuation not required).

6. Draft valuation report from CA is required before 19/8. Original report may be

received at the earliest possible. For that value of Ramky Selenium is required at the

rate ofabout Rs. 6,000/- per sft. Kanaka Rao/Waseem to ensue that report is received
before 16/8.

7. SJK to transfer Rs. 4.17 cr i.e., USD 500k immediately through NRO a./c on non-repat
basis. Kusum to check documentation required. Nirisha to complete the formalities.
This amount to be transfer back to GILLC.

8. Once amount is retumed to GILLC, RJK to send about USD 540k for purchase of
shares through NRO a./c on non-repat basis. This amount to be transferred back to
GILLC.

9. Aarti to advice on filing of FC TRS or similar forms to ensure that SRPL/JRPL do not
have any repat funds.

@



Sent at: 11-08-2023 142136

From: aruna@modiproperties.com <aruna@modiproperties.com>

To:'Ashish' <ashish@asagarwal.in>

Cc: 'Rajesh Kadakia' <rk@greensglobal.com>, 'Sharad J. Kadakia' <sharad.kadakia@greens.mm>, 'Soham Modi'
<sohammodi@rnodiproperties.com>, nirisha@modiproperlies.com, rishabh.arora@modiproperties.com,
'Sambasivarao .' <sambasivarao@modiproporties-com>

Ashish,

I tried to list out the steps required to complete the transaction discussed today.

Let me know if it needs correction.

Regards,

Soham Modi

Road map for reversal of FDI - conversion of SRPL/JRPL to Non- FOCCS

Date: ll-8-2023

1. GILLC has purchased 84 shares at the rate of Rs. 9,6891 rnDec,22 + 3,122 shares @Rs. 13,012/-

in June, 23. These are to be sold to SJK in July/Aug, 23, preferably @ Rs. 13,012/- per share.

Approximate capital gain is Rs. 2.79 lakhs.

2. GGILLC has purchased 95 shares at the rate ofRs. 8,346/- in Sept,Z2 + 4,864 shares @ Rs. 8,3464

in Nov, 22. These are to be sold to RIK in July/Aug, 23, preferably @ about Rs. 9,000i- per share.

Approximate capital gain @ Rs. 9,000i- is Rs. 32.43 lakhs.

3. GILLC and GGILLC need Pan registration for the purpose of payment of tax. For that company

registration of the LLCs need certification by Indian consulate in the USA. ln the mean time make

application with notarized copies by l2/8. SJK to obtain certified copies from Indian consulate

ASAP.

4. RIK & SJK need TAN nos for deducting TDS on the above capital gains in favour of GILLC and

GGILLC. Application for TAN must be made immediately @efore 1218).

5. Presuming that physical transfer of funds can be done within 30 days oftransfer of shares, SH4

shall be filed ASAP for the said transfers. Transfer date to be determined by Ashish Agarwal. Rate

oftransfer shall be based on valuation report (report form cA will suffice - merchant banker

valuation not required). Ashish to help in obtaining valuation reports.

6. Draft valuation report from CA is required before l9l8. Original report may be received at the

earliest possible. For that value of Ramky Selenium is required at the rate of about Rs. 6,000/- per
sft. Kanaka RaoAil'aseem to ensure tlat report is received before 1618.

Road map for reversa! of FDI - conversion of SRPL/JRPL

to Non- FOCCS



7. SJK to transfer Rs. 4.17 cr i.e., USD 500k immediately through NRO a/c on non-repat basis.

Kuslm to check documentation required. Nirisha to complete the formalities. This amount to be

tansfer back to GILLC.

8. Once arnormt is retumed to GILLC, RJK to send about USD 540k for purchase of shares through

NRO a./c on non-repat basis. This amount to be transferred back to GILLC.

9. Aarti to advice on filing of FC TRS or similar forms to ensure that SRPL/JRPL do not have any

repat funds. Based on the advice funds to be transferred from RJtrVSJK accounts in India to GILLC
andGGILLC.



@9Sohammodi @modiproperties.com

From:
S€nt:
To:
Cc:
Subject:
Attachments:

Aarti Karwande <aarti@hineshdoshi.com>

1 1 March 7023 14:11

rishabh.arora .

nirisha .; Soham Modi; team2
Re: GVRC - Transfer of Shares and Loans

NRI Loan options(HRD Note) 09032023.pdf; NOTINOs(R).pdf

Dear Rishabh,

Please find our replies in red below for GVRC:

l. Entire holdings ofRIK & SJK will be transferred to SRPL (Indian Co. owned by RIK) and JRPL (lndian Co. owned by SJK),

and a part of shares will be transfened from MPPL to JRPL and SRPL:
2. The final ratio of shareholding amongst SRPL:JRPL:MPPL will be 40:40:20;

HRD Reply: Please confirm the below tahle which is prepared based on the above 2 points. Once confirmed we shall

be able to provide you with the Form DI applicability.

Transferor Edsting % in
GVRC

Transferee
(FOcc as at Feb 23)

o/o holding (post
transfer)

RfK (non- repat basis) 40o/o SRPL 40o/o

SfK (non- repat basis) 4Oo/o JRPL 40o/o

MPPL (lndian owned Co.)
20o/o

JRPL 70o/o

MPPL (lndian owned Co.J SRPL lOVo

3. The consideration amount received by RIK and SJK for sale of shares will be given as Unsecured Loans to SRPL and JRPL;

HRD Reply: We understand that the sale consideration will be credited to NRO Account of SJK & RIK respectively.

W.r.t. loan from RJK & SJK from NRO Account to SRPI, & JRPL you need to follorv the guidelines of Notification
5R. Horvever. these funds can not be used for "Relending". Please ret'er to the attached note which was shared earlier

as rvell. Necessary ROC compliance to be taken care ofas well.

4. SRPL and JRPL will again extend Loans !o GVRCi and

HRD Reply: There is no FEMA compliance as loan is out of purview of downstream investment. However, ROC

compliance should be taken care of.
As mentioned above. if RJK & SJK extend a deposit fiom NRO SRPL/JRPL. the funds cannot be used for

"Relending". Hence only option available for CVRC to get funds can be directly fronr RJK & SJK (NRONRE
Account) by following the guidelines of Notification 5R as stated above.

5. GVRC will issue some securities in future against the loans extended by SRPL and JRPL.

HRD Reply: As per reply mentioned in point 4 above. option ofgetting loan from SRP[. & JRPL is not available,

Hence this point will not be applicable.

Also attached herewith note with options available for funding from NRI from hisNRO account and Notification 5(R)

rvith highlighted areas applicable in your case for ready reference.

Thanks and regards,

1

Aarti Karwande



HINE5H R DOSHI & CO LtP

Chartered Accountants

Palai Plaza,3'd Floor, Opp Hotel Pritam, g Kohinoor Road, Dadar (East), Mumbai -400014

Direct Line | 022-66008127 / Mobite : 09987929041

Email lD: aarti@ hine hdoshi.com team @ hineshdoshi.com

Video Conferencing lP: 103.204.166.11 / Website : http://www. hineshrdoshicollp.com/

"A mistake is only a mistake if you don't learn from it.,,

On Wed, Mar 8,2023 at 5:43 PM nirisha . <nirisha @ modioro perties.com> wrote:

Chartered Accountant | +91 90142 8l l l8 | nlns modi .com
Modi Properties h/L Ltd. I www.modiproperties. com

Dear Aarthi Mam,

Please guide us with respect to the loans taken by RIK & SJK and relending to indian companies @EMA
notification 5/2016 - schedule 7) - whether will FEMA Compliances apply or not ?

Regards,

Nirisha Ganga Koya

5-4-1871 3 & 4, M G Road, Secunderabad - 03 | +91 40 66335551
Don'tjust buy a flat or villa! Buy a great lifestyle!
We build affordable flats & villas in gated communities.

On Wednesday, March 8, 2023 at 03:33:14 pM GMT+5:30, rishabh.arora <rishabh. rora@modioro
wrote

Dear Madam.

It was on non-repatriation basis

Thanks with Regards

Rishabh Arora

es.com>

2



Company Secretary
'\Modi Properties Pvt. Ltd

On Tuesday, March 7, 2023 at 07:59:11 PM GMT+S:30, Aarti KaMande <aarti@hineshdoshl.com> wrote

Dear Rishabh,

Noted your email. We can discuss on detail tomorrow as we were closed today.

Further can you please clariry about investment made by RJK and SJK in GVRC earlier - whether on repatriation or
non repatriation basis?

Thanks and regards,
Aarti Karwande
Partner

HINESH R DOSHI & CO LLP.,
Chartered Accountants

3rd floor, Palai Plaza, Swami Gyan Jivandas Marg,
Dadar (East), Mumbai - 400014

Board line : 91-22€6008100/81 1 1

Direct Line : 022{,6008127
Mobile : 09987929041

Email:
aarti@hineshdoshi.com
info@hineshdoshi.com

Video Conterencing lP: 103.204.166. 11

"A mistake is only a mistake if you don't learn from it."

On Tue, 7 Mat,2023,14:31 rishabh.arora ., <rishabh.arora@modiprooerties.com> wrote
Dear Aarti Mam.

ln GVRC, following are the present shareholders:

r Rajesh Kumar Jayantilal Kadakia - USA Citizen (RJK)
o Sharad Kumar Jayantilal ltudakia - USA Citizen (SJK)
o Modi Properties Private Limited - Indian Company owned by Soham Modi (MPPL)

we are proposing to make the following changes:

l.Entire holdings of RJK & SJK wilt be ransfened to SRPL (Indian Co. owned by RJK) and JRPL (lndian Co. owned by
SJK), and a part of shares will be transfened from MPPL to JRPL and SRPL;

2.The final ratio ofshareholding amongst SRPL:JRPL:MPPL will be 40:40:20;
3.The consideration amount received by RJK and SJK for sale ofshares will be given as Unsecured Loans to SRPL and

JRPL;
4.SRPL and JRPL will again extend Loans to GVRC: and
5.GVRC will issue some securities in future against the loans extended by SRPL and JRPL.

Please look into these transactions and suggest us, ifany FEMA compliance has to be followed for the transactions

Thanks with Regards

3

Rishabh Arora



Company Secretary
Modi Properties Pw. Ltd

4
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09.03.2023

GREENS GROUP
OPTIONS FOR BORROWING FOR A COMPANY FROM NRI

fr
\**

Hinesh R. Doshi & Co. LLP
Chartered Acaountants

CONDITION

. Only by way of issuing non-
convertible debentures (NCD).

c Such issue of a ton-contettible
ilebefiwe is made by public offet

. Indian company should not be
engaged in agriculture or real estate
business or a chit fund company.

. Under private arrangement or under a
public deposit scheme.

o The amount of deposit shall be received
by debit to NRO account only.

o The amount of the deposit ehall not
repreaent inward remittances or
transfer of funds from NRE/ FCNR (B)
accounts into the NRO account (fftis
,fledrrs it has to be out of surplus funils
in NRO account)

. Bank grant loans to companies in
lndia against the collateral oI fixed
deposits held in NRE/NRO account
of NRI.

. The advances are frrlly secured by
the fixed deposits.

CURRENCY INR INR INR
LIMIT No Cap No Cap No Cap

OFRATE
INTEREST

Not more than 3% as charged by SBI Not to exceed the ceiling rate prescribed
under the Companies (Acceptance of
Deposit) Rules, 2014

As per prevailing Bank rate

ACAINST NRE/NRO DEPOSIT
(of NRI)

(FEMA Notn SR-Sch 1 & 3)

DEPOSIT
PARTICULARS

(FEMA Notn 5R - Sch 7)

E,)<PEF''T

2.a

!F-rt
F" -

7
\-_

BORROWING IN INR
NCD

(FEMA Notn 4)



USAGE . Only for the own business of
borrower.

o Cannot be used for further
investment or further lending to any

Person or a comPany.

o Camot be utilized for following:
o Relending
o Undertaking agricultural / plantation

activities or real estate business or for
investing in any other concem or firm
or company mgaged in or proposing
to engage in agricultural/ plantation
activities or real estate business.

For carrying on business activities.

o Cannot utilize the amount for
following:

o Relending
o Undertaking agricultual/

plantation activities or real estate
business or for investing in any
other concem or firm or company
engaged in or proposing to engage
in agricultural/ plantation
activities or real estate business.

TIME PERIOD Minimum 3 years Not more than 3 years It can be for Short term or long term as

well.
OTHER POINTS Repatriation basis - % of NCD issued

to NRI should not be more than % of
FDIlimit.

Non repakiation basis - Inward
remittance from outside India or
Debit to
NRE/ NRO/ FCNR(B)/ NRNR/ NRSR
account

Should comply with the provisions of any
other law, rules, regulations or orders
(Companies Act, 2013)

There should be no direct or indirect
foreign exchange consideration for the
non-resident depositor agreeing to
pledge his deposits to enable the
company to obtain such facilities.
The usual norms and considerations as

applicable in the case of advances to
trade/ industry shall be applicable to
such credit facilities.

REPATRIATION Only if on Repatriation basis

NRI has option of $ 1 million scheme for
NRO repatriation.

Non repakiation

NRO - Non repakiation
NRI has option of $ L million scheme
for NRO repatriation.

NRE - Repatriation

PROCEDURAL
COMPLIANCE

Submission of details to RBI As applicable under Companies Act, 2013 Submission of details to RBI iI
applicable

AVAILMENT
OPTION

CANNOT
PRIVATE
{NCD)

BE AVAILED BEING
LIMITED COMPANY

CAN BE AVAILED IN FORM OF
"DEPOSIT" (FOR NOT MORE TTIAN 3
YEARS) BY THE COMPANY

CAN BE AVAILED FROM BANK
AGAINST SECUR]TY DEPOSIT

BORROWINC IN INR
NCD

(FEMA Notn 4)

ACAINST NRryNRO DEPOSIT
(of NRI)

(FEMA Notn SR-Sch 1 & 3)

DEPOSIT
PARTICULARS

(FEMA Notn 5R - Sch 7)



RESERVE BAIIK OF INDIA
FOREIGN EXCEANGE DEPARTMENT

CENTRAL OFFICE
Mumbei 4fi) fitl

Notificetion No. FEMA 5(Ry20tGRB April 01,2016
(Amended upto Novernber I 3, 20 I 9)

(Amended upto July 16, 2019)
(Amended upto November 09, 20 I E)

Foreign Erchange Mrnrgement (Deposit) Regulrtionss 2016

ln exercise of the powers conferred by clause (f) of sub-section (3) of section 6, sub-section (2) of section 4? of the

Foreign Exchange Management Act, 1999 (42 of 1999) and in supersessi on of Notit]cati on No. FEMA 5 /2000-RB
dated May ,1. 2000. as amended from time to time, the Reserve Bank makes the following regulations relating to
deposits between a person rcsident in India and a petson reside[t outside India" namely:

l. Short title ttrd commenctmetrt:-

i) These regulations may be called the Foreign Exchange Managemetrt (Deposit) Regulations, 2016

2. Dclinitions:-

In these Regulations, unless the context otherwise requires, -

i) 'Act' means the Foreigr Exchange Management Act, 1999 (42 of 1999');

ii) Authorised bank' means a bank including a co-operative ba* (other than an authorised dealer) authorised by the

Res€rve Bank to maintain an account ofa person resident outside India;

iii) 'Authorised dealer' means a person authorised as an authorised dealer under subsection ( I ) of section l0 of the Act;

iv) 'Deposit' inctude.s deposit of money with a bank, company, proprietary concerfl, partnership fimL corporate body,
trust or any other psrson;

v) 'FCNR (B) account'means a Foreign Cuncncy Non-Resident (Bant) accormt referred to in clause (ii) of sup
regulation (l) of Regulation 5;

vi) 'Non-Resident Indian (NRI)' means a persoD resident outside rndia who is a citizen of India.

vii) NRE accounf means a Non-Resident Extemal accomt referred to in clause (i) of sub.regulation (l) of Regulation
5

ii) These regulations shall come inlo force fiom the date of their publication in the Official Gazette except sub.
regulation (2) of Regulation 7. Sub.regulation (2) of Regulation 7 is deemed to have come into force with effect from
2l"t January, 2016.



viii) NRO accqrnt' m€irns a Nca-Resident Ordinay account refsrrod to ir clause (iii) of sub-regulation (1) of

Rqjulation 5;

ix) 'Permissible currmry' means a foreign currorcy vrhich is freely convertible;

x) 'Person of Indian Origin (PIO)' means a person resident outside India who is a citizt r of any country other than

Bangladesh or Pakistan or such oth€r country as may be specified by the Cent'al Govemment, satisfring the following

conditims:

a) Who was a citizor of India by virtue ofthe Constitution oflndia or the Citizenship Act, 1955 (57 of 1955)l

b) Wbo belmged to a t€rritory that became part of lndia aft€r the l5th day of August, 1947; or

c) Who is a child or a grandditd or a great grandchild ofa citizn oflndia or ofa person refered to in clauss

(a) or (b); or

d) Who is a spouse of foreign origin ofa citizen of lndia m spouse of foreign origin ofa person referred to in

clause (a) or (b) or (c)

Explanati<xr: for the purpose of this sub-regulation, the eiipressior 'Person of Indian Origin' includes aa 'Overseas

Citizen oflndia' cardholder within the meaning of Section 7(A) ofthe Citizenship Act, 1955.

ri) 'Sch€dule' m€ans schedule to these Regulaticns;

xiD'SNRR account'means a Special Non-Resident Rupee account referred to in sub-regulatim (4) ofRegulation 5;

xiii) The words and expressions us€d but not defined in these Regulations shall have the same meanings respectively

assigned to thern in tte Act.

3, Restrictions on deposits between a person resident in India and a person resident outside Itrdia:-

Save as otherwise provided in the Act or Regulations or in rules, directions and orders made or issued rmder *re Act no

person resident in lndia shall acccpt any deposit from, or make any d€posil with, a psson resident outside India:

Provided ttat the Reserve Bank may, m au application mad€ to it and on being satisfied tfiat it is necessary so to do,

allow a person resident in India to accept or make deposit from or with a persm resident outsid€ India.

4. Exemptions:-

or

Nothing contained in these Regulations shall apply to the following:



l) Deposits held in rupoe accounts maintained by foreign diplomatic missions and diplmnatic pcrsonnel and thet family
members in India with an authorised dealer

2) Deposits held by diplomatic missions and diplonr,atic personnel in spocial rupee accounts namely Diplomatic Bond
Stores Account to facilitate Purchases of bonded stocks from firms and companies wfio havs been grsnted special

facilities by customs authaities for irnport ofstores into bond, subject to following conditions:

a) Credits to the accormt $all be only by *ty ofproceeds of inward rernittances received from outside India
tbrough banking channels or by a transfer from a foreign cur€ncy account in India of the account holder

maintained with an authu'ised dealer in accordarce widr clause 3 ofthis Regulation ;

b) AII cheque leaves issued to the aocount hold€r shall be superscribed as "Diplomatic Bond Sttr63 Account

No.";

c) Debits to the accounts shdl be for local disbursements, or for palanents for purchases of bmded stocks to
firms and companies who have been grmted special facilities by custms authfrities fcr import of stores into

bont

d) The funrls in the account may be repaEiated outside India without the appnoval ofReserve Bank

3) Deposits held in accounts main' ined in foreign currency by diplomatic missions, diplornatic personnel and nm_
diplomatic stafi who are dre naticnals of the concerned foeign countsies and hold official passptrt of foreign

embassies in India subject to fte following conditims:

a) Credits to the ac.ount Sall be only by way of:-

(ii) transfer of funds, fiom the rupee account of the diplomatic mission in Indi4 which are collected in
lndia as visa fees and credited to zuch account;

b) Funds held in such account ifconverted in rupees sball nct be conyerted back into foreign currenc5r;

c) Tho account rnay be held in the form of currant or t€rm deposit account, and in the case of diplomatic
personnel and nmdiplomatic staff, may also be held in the form ofsavings accounq

d) The rate of interest on savings or term d€pocits shall bo such as may be determined by the authorised dealer
maintaining the account;

e) The fimds in the accormt may be repaEiated outside India without the approvar ofReserve Banr.

4) Deposits held in ac{ounts maintained h rupees with an arlhorised dealer by persms resident in Nepal and Bhutan.

(i) proceeds ofinrrard rem.ittances received Aom outside lndia tbrough banking channels; and



5) D€posits held in accounts maintained with ar au6orised dealer by any multilateral organizatiqr and its subsidiary/

affiliate bodies and officials in India of such multilateral c,rganisatios, of which India is a member nation-

5. Acc€ptatrce of deposits by &n suthorised dealer/ suthorised bank from persotrs resident outside Itrdis:-

l) An aurhorised dealer in l-ndia may accept deposit

i) under the Non-Resident (Extemal) Accormt Scheme (NRE accout), specified in Schedule l, Aom a non-

resident Indian;

ii) under the Fcreign Currency (Non-Resident) Account Bants Scheme, (FCNKB) account), specifed in

Schedule 2, from a no-residenl lndian;

iii) undq the Non-Resident (Ordinary) Account Scheme, (NRO account), specified in Schedule 3, Aom any

person resid€nt outside India:

2) Without prejudice to sutr.regulation (l), deposits under NRE and NRO Account Schemes referred to in clauses (i)

and (iii) of that sub-regulation, may also be accepted by an authorised bank, in accordance with the provisions

contained in the respective Schedules, subject to the conditions prescribed by Reserve Bank in this regard

3) Without prejudice to subregulation (l), deposits mder FCNR(B) Account Schem€s referred to in clause (ii) of that

sub-regulation, may also be accepted by a Regional Rural Banlq in accordance with the provisions contained in the

Schedule, subject to lhe conditims prescriM by Reserve Bank in this regad.

4) Any person resident outside India having a business int€rest in India may qen, hold and maintain with an authorised

dealer in India, a Sp€cial Non-Resident Rupee Account (SNRR account), specified in Schedule 4'

5) Resident or non-r€sident acquirers may, subj€ct to the terms and conditions specified in Schedule 5, operr, hotd and

maintain Escrow Account with Authorised Dealss in India

6. Acceptance of deposits by persons othcr than authorised dealer/ authorised bank:-

l) A company registered under Companies Act, 2013 or a body corporat€ created rmd€f, an Act of Parliament or State

trgislature shall not accspt deposits on repatriation basis from a ncn-resident Indian or a person of Indian origin. The

company may, however, renew the deposits which had been accepted on repatriation basis from an Nfu <r a PIo

subject to terms and conditions menticned in Schedule 6.

2) A company registered under Companies Act, 2013 or a body corporate, a proprietary conccrn or a finn in India may

accept deposits fiom I non-resid€nt Indian or a person of lndian origin on non-repatriation basis, subject to the terms

and conditions mentioned in Schedule 7.



3)'

7. (Xher depooits mide or held by ruthorked deder:-

l) A deposit made by an authrised dealer with its branch, head office or corresp@dat qrtside India, and a dsposit

made by a branch or correspmdEnt outside India of an authorised dealer, atrd held in its books in India, $all b€

governed by the directims issued by the Reserve Bank in this regard ftom time to time.

2) A shipping c airline company incuporated outside Indi4 may cpen, hold and maintain a Foreign Curranry Account

with an aulhorized dealer for meeting the tocal expenses in lndia of zuch airline or shipping company

Provided that the credits to such accounts are mly by way of freight or passage fare collections in Iadia or by inward

remittanc€s through banking channels from its office outside lndia.

3) An artrhorised dealer in Indi4 may subject to the directions issued by the Reserve Bank, allow unincorporded joint
ventures (IIJ\O of foreign companieV entities, with Indian entities, cxecuting a contract in Indi4 to open and Daintain

nm-interest bearing foreign curr€ncy a@ount and a SNRR ac€omt as specified in schedule 4 for the purpose of
undertaking transactiqls in the ordinary course of its business. The debits and qedits in these accounts sha be

incidental to the business requiremant of the UW.

Provided that the tenure ofthe accormt is concurrert to lhe tenure ofthe contract/ p€riod ofoperatim ofthe UW.

Provided firrther that all operatims in the account shall be in accordance with the provisims ofthe Act or the rules or
regulations made or the directions issued thereunder.

Note: Opening of acrounts by cmpanieV entities of Pakistar/ Bmgladesh ownership/ nationality would require the

prior approval ofthe Reserve Bank

4) An authorised dealer in lndi4 with the prior approval of Reserve Bank, may open an account expressed in foreign

cun€,tcy in $e name of a person resident outside India for the purpose of adjustment of value of goods imported into

lndia against the value ofgoods exponed from I-ndia in tsms ofan arrangement voluntarily entered into by such person

with a persm residert in India.

5) '?An Authorized Dealer in India may allow a Foreign Portfolio Investor and a Foreign venture Capital Inyestor, both
registered with the Securities ad Exchange Board of India (SEBI) under the relevant SEBI regulations !o open and
maintain a non-inter€st bearing foreign ct[r€ncy account for the purpose of making investment in accordance with
Foreign Exchange Managem€nt Cfransfer or issue ofsecurity by a person resident oubide India) Regulatisls, 2017, as

ameaded fiom time to time.

' Deleted vide
2 Inssrted vide

. 20t8



8. Nomination:-

Authorised deaters may provide nomination frcility in resaect ofthe deposit.s/ acrounts in these regulatims maintained

by individual acmunt holders.

(R K Moolchandaui)

Chief General Manager



SCHEDULE I

[See Regulation 5(l) (i)l

l. Eligibiltty:

Non-resident Indians (NRls) and Petsdl oflndian origin (PIOs) are p€rrnitted to op€n and maintain these actolrns with
authorised dealers and with bants (including cooperadve banks) authorised by the Reserve Bank to rnaintain such

accounts.

The account should be opened by the non-residmt account holder himself and not by the holder of the power of
attoney in India.

2. Types of.ccounis:

The accounts may be maintained in any form, e.g. savings, current, recurring or fixed deposit accourt etc.

3. Permitted Credits:

a) hoceeds ofremittances to India in any permined currency

b) Proceeds ofpersonal cheques drawn by the account holder cn his foreign c,rrrency account and oftravellers cheques,

bank dr8fts payable in any permitted currancy including instrum€nts express€d in Indiar rup€es for which
reimbursernent witl be received in foreign currency, deposited by the account holder in prson during his tcmporary
visit to lndi4 provided the authorised dealer/ bank is satisfied that the account holder is still resident outside Indi4 the

bavellers' cheques/ drafts are standing/ endmsed in the name of the account holdu and in the case of travellers,

cheques, they were issued outside India.

c) Proceeds of foreign crrrency/ bank notes tend€ted by account hold€r ftring his teinpcary visit to lndia povided (i)
the amount was declared m a Curranry Declaratim Form (CDF), where applicable, and (ii) 6e notes are tend€red to
the authorised dealer in prson by the account holder himself ard the autorised dealer is satisfied thar account holder is

a person resident outside Itrdia.

d) Transfers from other NRE/ FCNR @) acconts.

e) Interest accruing on the firnds held in the account.

0 current income in India due to the account holder, subject to payment ofappricable taxes in India

8) Mahrity or sale proceeds ofany permissible investment in India which was originally made by debit to the account
holder's NRv FCNR (B) account tr out ofrernittances received frmr outside India through banking channels.

Nol-Resident (Erternal) Rupee Account Scheme - NRE Account



hovided that the iovestnent ryas made in accordance with ftre foreign exchmge regulations in fqrc€ at the time of

making such investmenl

h) Refund of sharer' debenhre subscriptions to new issues of Indian companies or portion thereot, if the amount of

subscripion was paid tom the same account cr from other NRE/ FCNR (B) account of the account holder or by

remittance fiom outside India through banking channels.

i) Refund ofapplicaticn/ earnest money/ purchase considaafon made by the housc building agencieV seller on ac€ount

ofnon-allotment offlaV plot/ cancellatim ofbookings / deals for purchase ofresidentiay commercial property, together

with inErest, if any (net of inmme tax po),able therem), povided the original psyment was made out of NRE/

FCNR(B) account of the account holder or remittance from outside India through bmking channels and ure authorised

dealer is satisfied about the genuineness ofthe transaction.

j) Any other credit ifcovered tmdo general o special perrnission granted by Reserve Bank.

4. P€rmitted D€bits:

a) l-ocaldisburs€ments-

b) Remittrnces outside lndia.

c) Transfer to NRE/ FCNR (B) ac.ounts ofthe account holder or any other pef,son eligible to maintain such account

d) Investmenr h SareV securitieV commercial paper ofan tndian company or for purchase of immovable property in

India provided such inveshenU purchase is covered by the regulations made, cr th€ g€neray special permission granted

by the Reserve Bank

e) Any other hansaction ifcovered under general u special permission granted by the Reserve Bank

5. Rate of lnterest:

Rate of hterest ap?licable to these accounts shall be in accordmce with the directionV instructions issued by Rrserve

Bank &om time to time

6. Loans egainst security of futrds beld ir the account:

(l) To account holder: Ar.drorised dsalers and authoris€d banks maintaining such accounts ar€ permitted to grant loans

in India to the account hold€r subject to the following conditions:

(a) The loan shall be used for:

i) personal puposes or for carrying m business activities except for the purpose of relending or csrrying on

agriculuraU plantation activities or for investrnent in real estate business'



ii) making dtect inv€slnqrt in India ur nur-repatiation basis by u,?y of contribution to the capital oflndian

firmV companies subject to the provisions ofthe rel€vant Regulations made uder the Act

iii) acquiring flat/ house in India for his own residential use zubjec{ to the provisiors of the relevant

Regulations made rmder $e Act

(b) RePayment shall be made either by adjustment ofthe depoeit or by fiesh inward rernittances from outside India

tlrough bonking channels or out oflocal rupee resources in the NRO account ofttre borrower.

(2) To third parties: Authorised dealers and au&orised bank may grant loans to resident individuals/ firms/ companies

in India against the collateral of fixed deposits held in NRE account zubject to the following conditions:

i) The loan shottld be utilised fu personal purposes or for carrying on business activities except fq the purpoce

ofrelording or carrying on agriculturaV plantation activities or for investment in real estate business.

ii) There should be no direct or indirect foreign exchange consideration for the nsr-resident depositor agreeing

to pledge his d€posits to enable tte resid€nt individuaV firm/ company to obtain such fiacilities.

iii) The usual norms and consideratioms as applicable in the case of advanc€s to trad€r' industry shall be

applicable to such credit ficilities.

(3) 3loans 
outside lndia - Authcrised dealas may allow their brancheV correspcnd€nts outside India to grant loans to

or in frvour of nom-resid€nt depositor or to thtd parties at lhe request of dqnsitor for bona fide purpse except for the

purpose of relending ff carrying oo agric-ultrnay plantation activities or for investrn€nt in real estate business, against

the security of fimds held in the NRE accormts in India and also agree for remittance of the funds fiom India, if
necessary, fc liquidatim oftbe outstanding.

(4) The authorised dealer/ burk strould ensrrre that the ad\rnces are fully socured by the fixed depmits and regulations

relating to nonnal margin interest rat€, etc. are mmplied wilh.

(5) The loans granted undo this paragnph shall be zubject to such directions as may be issued by the Reserve Bank

from time to tims.

(6) The t€rm "loan" stratl include all qpes of frmd based./ non-fimd based facilities.

NRE accounts should be re-designated as r€sident accounts or the firnds held in these accounts may be tsansferred to the

RFC accounts (if the account holder is eligible for maintaining RFC account) at $e option of the account holdef,

t lhsetted by o conigenditn wlth efrcat frcm Aorit 01 . 2016 vide G-s.R 869/€1 doted seotember B. 2016. ptlot to insenion it reod os:.Loot6 ou'ide
ldto ' Authotiscd dcole6 moy o ow thalr bmnched corespondents ouBide lhdto to uont looos to or tn lovu)t of hon-rcsident depsitor or to thitd
Ptti6 ot thc tequen of deQsitor Jor bona fidc prrpose ercpt fot the Nry6e o, rclending or cdrrying on dgicuhuml/ plontation etieines ot lorinvestmcnt ln rcol estote buslness, ogdnst the sccunty ol lunds held in the ttRE occoun9 ih tndio ond dlso aorce lor rcmittonce ofthe funds ttom
lndlo, t necessory, lot liquidotion ol the outstonding..

7. Chenge of residentid stltus of the acfount holder:



immediately upon the retum of the account holder to lndia for tahing up employment or for carrying on business or

vocation or for any cher purpose indicating intation to stay in India for an uncertain period. Wh€re the account holder

is only on a shmt visit to lndiA the account may continue to be treated as NRE account even during his stay in lndia.

8. Reprtristion of funds to non-resident nominee:

Aulhorisod dealerV auttrorised banks may allow rernittance of firnds lying in the NRE account of the doceased account

holder to his ncn-resident nominee.

9- Misc€llqneous:

(a) Joint accounts - Joint accounts may be p€Tmitted to b€ opqed in the following cases:

i) ln the names of two or mce NRls and/or PIOs

ii) With residfit relativ(s) on 'former or survivor' hsis. However, the ssid r€sid€nt relative shall be eligible

to operate lhe account as a Power of Attomey holder in accrydance with tfie extant instructions during the life

tirne ofthe accqrnt holder.

Explanation - Fa 6e flrpose of this regulation, 'relative' means rel*ive as defined in section 2177) of the

Companies Acq 2013.

b) Opening ofaccount during tfliporary visit: An accoutrt may be opened in the name ofan eligible NRI or PIO during

his t€rnpaary visit to India .gainst t€nder of foreign curr€ncy travellers cheques or foreign currency notes and coins

tendered, provided lhe authmised dealer is satisfied that the person has not ccased to b€ a non-resident.

c) Op€rations by Power of Attomey Authorised dealers/ authorised banks may allow operations or an NRE acaount in

terms of Powsr of Attorney or other authority gunted in frvour of a resident by the nm-resid€nt account holder,

provided such qerations are restsict€d to withdra\i/als ftr local payments or remittance to the account holds himself

through bonking cbannels. ln cases where the accoutrt holder or a bank designated by him is eligible to make

inv6lm€nts in Indi4 the Power of Attomey holder may be permitted by the authmised dealerV banks to operate the

accotmt to facilitate such investment. The resident Power ofAttorney holder shell not, however, be allowed to repatriate

outside lndia fimds held in the account rmder any circumstances otha than to the account holder himsefi nor to make

payment by way of gift to a resid€nt on behalf ofthe accomt holder ncr to transfer firnds Am the accomt to anoth€r

NRE accomt.

d) Spooial Series of Cheques: For easy identification and quicker proccssing of cheques drawn on NRE accounts,

auftrrised dealerV banks $all issue cheque books containing a special series of cheques to their constituents holding

NRE acc.unts-

e) Temporary overdrawings: Authorised dealerV authorised banks may at their discretion/ commercial judgement allow

for a period of not mse than two weeks, over&awings in NRE savings bsnk accounts, up to a limit of Rs.50,0(D



subject to the condition thal such overdrawings toigether with the it€rest pa),able thff€on are cleared/ repaid wilhin lhe

said period of two weeks, out of inward ranittances through banking channels or by transfer of firnds from othcr NRry
FCNR(B) accounts.

f) Remittances abroad by Resident nominee: Application from a resident nominee for remittance of funds outside hdia
for meeting the liabilities, ifany, of the deceased accout holder or for similu *her prnposes, should be forwarded to

the Reserve Bank for considsatioo.

g) Tax Exemption: Income Aom interest on balances standing to the credit of NRE Accounts is exemF Aom Income

Tax, Likewise balances held in sudr accounts are exempt from wealth tax,

h) Reporting: The ransactions io these accounts shrll be r€ported to the Reserve Bank in accordance with the directions

issued by it from time to time.



SCHEDULE 2

ISee Rcgutrtion 5(1) (ii)l

FOREIGN CURRENCY (NON-RESmENT) ACCOITNT (BANKS) SCHEME - FClrlR @) Account

1. Eligibiltty:

(a) NRls and PlOs are eligible to open and maintain these accounts with an authorised dealer

(b) These acmunfs may be opened with funds rmitted fiom outside tndia through banking channels or fimds received

in rup€€s by debit to the accourt ofa notr-resident bark maintahed with an authorised dealer in India or fimds *{rich

are ofrepatriable natl]Ie in t€f,ms ofthe regulaticns made by Reserve Baot. Accounts may also be opened by transfer of

firnds from existing NRE/ FCNR (B) accounts.

(c) Remittmces from outside lndia for opening of c crediting to these accounts should be made in tbe designaed

currency in which the account is desired to be opened/ rnaintained.

Wirhout prejudice to this, ifthe remittmce is received in a cuEency other than the desigaated clrrency (including funds

received in rupees by debit to the account ofa non-resident bsnk), it should be converted into the latter currency by the

auths-ised dealer at the risk and cost of the remittef, and account should be opened/ credited in only the designared

crnrncy.

(d) In case the deposittr with my curr€ncy other than designated qrr€ocy desires to place a deposit in these accounts,

auttaised dealers may undertake with the depositor a fully covered swap in that currency against ttre desired desigDated

currency. Such a swap may also be done between two designated currencies.

2. Desipated Curencies: Deposit of funds in the account may be accepted in such pemissible flrrencies as may be

designated by the Reserve Bank Aom time to time.

3. Typ€ of ac{ouot:

These accounts may be opened only in tre form ofterm deposit with maturity ofsuch period as may be specified by the

Reserve Bank from time to time.

4. Rate of Itrterest:

The rate of interest on funds held in these deposit accous will be in accordance with the directives issued by the

Reserve Bank from time to time.

5. Permissible Debits/ Credits:

All debits/ credits permissible in respect ofNRE accomts as specified in Schedule I shall be permissible in respect of

these accounts also.



6. R-ate for Conversiotr of Rupees into Desigmted Cumetrcies snd vice verss:

i) Remiuances received in Indian rupees for opening these accounts slBll be conv€rted by the aurhorised dealer into the

designated foreign currency at the cl€an T.T. s€lling rate for that currency ruling on the date of conversion.

ii) For the purpose of payment in rupe€s, funds held in these accounts shall be converted into nryees at the au&rrised

deale/s cleaD T.T. buying rate for lhe concemed currency ruling m the date ofwithdrawal-

7, Inhnd MoYement of Funds:

Any inland movement of fimG for the purpose of opaning these accounts as well as for r@atriation outside India of
balances held in ttese accounts will be free of inland exchange or commission fo the non-resident depositors. The

Aulhorised dealer receiving foreign currancy rernitbnces in these accounts will also, on request, pass on the foreign

currcncy to another authorised dealer if the accormt has to be opened with the latter, at no €xtsa cst to the reinitter.

8. Manner of Paym€nt of Interest:

(i) Int€rest on balances held in these accounts may be paid hatf-yearly or on al annual basis as desired by the depositor

(ii) Interest may be credited to a new FCNR (B) account or an existing/ new NRE/ NRO account in dre name of the

accomt hold6, at his optim.

9. l,oans/ overdrafts against security of ftrrds held in th€ rccount:

(l) The tums and cmditions as applicable to NRE deposits (cf Schedule l) in respect of loans and ovn&affs in India

to depositor and to third parties as also loans outside lndia against security of deposits, shall apply mutalis mriandis to

FCNR(B) deposits.

(2) The margin requirement shall be notionally calculated m the rupee equirzlent ofthe depcits.

10. Change of residential status of the account holder:

When atr account holdei b€comes a person r€sid€nt in India, depmits may be allowed to cmtinue till maturity at the

comtracted rate of interest, if so desired by him. However, exceprt the provisions retating to rate of intef,est and reserve

requirements as 4plicable to FCNR (B) deposits, for all other purposes such deposits shall be treared as resident

deposits from the date ofretum ofttre accountholder to India. Authrised dealers should ccnvert the FCNR(B) deposits

m matu'ity into resident ruPee deposit accounts or RFC account (if the deposita is eligible to open RFC account), at
ute option ofthe accountholder atrd int€rest on the new deprosit (rupee account or RFC account) shall be payable at the
relevant rates applicable for such depoeib.



11. Joint accoutrt, r€patriatioD of balences, etc-:

(l) Terms and cmditions as applicable to NRE accounts (cf. Schedule l) in resp€€t ofjoint accounts, repatriatim of

funds, opening account during ternpqary visi! operation by powef, of aftomey, loanV overdrafts again$ security of

firnds held in accounts, slrall apply mutatis mutandis to FCNR (B) accotmts.

(2) Authorised deal6 may permit remittance of the matr.nity proceeds of FCNR (B) deposits to third parties outside

Indi4 povided the tsrsaction is specifically au$orised by the accomt holder and the arlhorised dealer is satisfied

abqrt the bona fdes of the transactim.

I 2, Reporting:

The transactions in $ese accounts shall be report€d to Reserve Bank in accordance with the directions issued by it from

time to time.

13. Other fertures:

(8) R€s€rve Bsnk will not proyide exchange rate guarantee to authorised dealers for deposits of any maturity in these

accounts-

(b) trnding of resources mobilised by authmised dealers under these accounts are not subject to any hter€st rat€

stipulatims.



SCHEDULE 3

[See Regulation 5(l) (iii)l

NON-RESIDENT ORDINARY RIJPEE ACCOUNT SCHEME - NRO Account

l. Eli$b ity

(a) Any person resid€nt outside India may open NRO account with an authrised dealer c an authcised bank for the

purpose of putting tbrough bona fide transactions in nry€es not involving any violatim of the provisioDs of the Act,

rules and regulations rnade thereunder.

(b) The operations o the accounts should not r€sult in the accornt hold€f, ma&ing available foreigu exohange to any

person resident in India against reimbursement in rupees or in any otha mann€r.

(c) At the time of opeaing of the account, the &ccourt holder Sould firmish an mdcrtaking to 6e authqised dealer/

authcrised bsnk with whom tte account is maintained that in cases of debits to the account for dre pupose of
investment in lndia and credits representing sale proceeds of investments, he will eusure that such ilvestmentJ

disinvesbneds wiu be in accordance with the regulatims made by Resenc Bank in this regard-

NOTES;

A. Opcning of accornts by individuals/ €ntiti€s of Pakistan nationality/ ownership requires approral of Reserve

Bank.

B. Opening ofaccounts by entities ofBangladesh ownership requires approval ofReserye Bank_

C' Opening of accounts by individuaUs of Bangladesh nationality may be allowed by authorised 6eala or

au6rrised banl, subject to satisryiDg itselfthat the hdividuays hold a vatid visa and valid residentia.l permit issued

by Foreigner Registratiotr Offce (FRO/ Foreigne Regional Registration Office (FRRO) concerned;

D. Post Offices in India may maintain savings banl accounts in the names of persons resident outside India and

allow operations on these accotmts subject to the same terms and cond.itions as ae applicable !o NRO accounts

maiatained with an authcrised dealer/ authorised baDk

E. aA person being a citizan of, Bangladesh or Pakistan belonging to minority commrmities in those coun6ies,
namely, Hindus, Sitlts, Buddhists, Jains, Parsis and Christians wlro is residing in India and has been granted a t ong
Term Visa (LTD by the Centrat Government is permitted to open with an authciz€d dealer onty one NRo
Account. Thc said NRo aecount shall b€ convertcd to a rosident account cnce the person becolrnes a citizen oflndia
within tlre meaning ofthe citizenship Ac! 1955. such acco,nts can be .,psned by Authorised Dealers only,

4 Inserted yide Notificalion No. FEMA 5(RX | )/2018-RB dated November 09. 201 8



F. 5A person being a citizen of Bangladesh or Pakistatr belongmg to minority communities in those countries,

namely, Hindus, Siths, Buddhists, Jains, Parsis and Christians who is residing in India and has applied for a Long

Term Visa (LTV) which is under consideration ofthe C€ntsal Govemment is p€rmitted to open with an authffised

dealer mly one NRO Account which will be opened for a period ofsix months and may be renewed at six monttrly

inter ls subject to tlre omdition that the individual holds a valid visa and valid residential permit issued by

ForeigDer Regist-ation Office (FRO) / Foreigne Regicmal Regisuation Office (FRRO) concerned. Such accounts

can be opened by Aurborised Dealers only,

2. Types of Accounts

NRO accormts may be opened/ maintained in fte form of curr€nt, savings, recurring or fixed deposit accounts. The

requirernents laid dorvn in the directives issued by Reserve Bank in regard to resident accounts shall apply to NRO

accounts.

3. Permissible Crediw Debits

(A) Credits

(i) Proceeds of remittances received in any permitted curftncy from outside lndia through banling charnels or

any permitted currency tendered by the account-holder drring his t€mpcrary visit to India or tmsfers from

rupee accounts of non-resid€ot bants.

(ii) Legitimat€ dues in lndia ofthe account holder.

(iii) Transfrrs from oth€r NRO accounts

(iv) Any amount received by the account holder in accordance with the rules or regulations made under the Act

(B) Debits

(i) All local payments in rupees including payments fo{ investme s subject to compliance with the relwant

regulations made by the Reserve Bank

(ii) Remittance outside India ofcurrent income in India ofthe accouut holder net ofapplicable taxes.

(iii) Transfers to other NRO ac€ounts

(iv) Settlement of charges on Int€rnational Credit Cards issued by authorised dealer banks in India to NRIs or

pIOs, subject to the limits for repafiation of bolances held in NRO accurnts specified in regulation 4(2) of

Foreign Exchange Management (Remittance of Assets) Regulations' 2016-

4- Remittsnce of funds held in NRo accounts

5 Insened vide Notillcalion No. FEMA 5(R)( I )/2018-RB ember 09 2018



Balances in NRO accornts are uot etigible for remittanc€ outside India without the general or specific approval of
Reserve Bank Funds received by w'ay of rernitlances from outside India in foreign exchange s,tlich have not lost their

identity as remittable funds will only be considered by Reserve Bant for remittance oulside India- Wh6re an account

(currenV savings) is opened by a foreign tou'ist visiting Indi4 with firnds remiued &om ouside India in a specified

manner or by sale of forcign exchmge brought by him to lndi4 authorised dealers may convqt the balance in the

account at the time ofdepartue ofthe tourist from lndia to foreign currency for payment to the acaount holder provided

the accoutrt has be€n maintained for a period not exceeding six months and the account has not been credited with any

local funds, olh€r than int€f,est accrued thereon.

5. Grant of Loans/ Overdrafts

A. To Account holders

(i) Loans to nm-resid€nt accrotmt holdef,s may be granted in rupees against the security offixed deposi* subject to usual

norms as are applicable to resident acaounts, for p€rsoml purposes u for carrying on business activities exc.ept for the

purpose ofrelending or carrying on ag'iculturaL/ plantatio activity or for investmat in real estate busiDess.

(ii) Author'sed dealer/ bank may permit overdraft in the acrount of the accomt hold€r subject to its commercial

judgement and compliance with tbe inter€st rate etc. directives.

R. To Third panies

Loans/ overdrafts to resident individuals/ firmV companies in India may be granted against the security ofdeposits held

in NRO accounts, subject to the following terms and conditions.

(i) The loans shall be utilised only for meeting borrower's personal requiremants and/ or business purpoee and not for

carrying on agriculturaU plantation activities or real estale business, or fr relending.

(ii) Regulations relating to margin and late of interest as stipulated by Reserve Bank liom time to time sl.rall be

complied with.

(iii) Thc usual ncrms and considerations as applicable in the case of advances to tradd industry shall be applicable for

such loans/ facilities.

6. TrertmeDt of Lorny ovcrdrafts in the event ofchrtrg€ itr the residetrt status of the borrower

In case ofperson who had arrailed ofloan or over&aft facilities e,hile resident in India and who subsequently becomes a

person resident outside Indi4 the authorised dealer may at their discretim and commercia[ judgement allow
contiruance of the loan/ overdraft facilities. In such cas€s, pa)ment of interest and repalment of loan may be made by
inward remittance or otrt of legitimate resources in India ofrhe person conc€med.



7, Joint Accounts

The accounts may be heldjointly with residents on 'former or survivor' basrs.

NRIS and/or PIOS may hold NRO account jointly with oth€t NRIS and/or PIOS.

8, Operations by Power of Attorncy

Authorised deaterV authrized banks may allow operatiotrs on an NRO ac€ormt in terms of a Power of Attomey,

provided zuch operdtims are restricted ro (i) all local payments in rupees including paynents for eligible investments

subjecl to compliance with relerrant regulatiurs made by the Reserve Ban! and (ii) remittance outside lndia of clrrent

income in India of the nm{esidat individual accouDt holder, net of applicable taxes. The residat Power of Attomey

holder $all not repariate outside India funds held in the account l.mder any circumstanc€s other than to the nm-resid€nt

individual account holder himself ncr shall make paym€nt by tay of gift to a resident on behalf of the non-resident

account hold6 ntr batrsfer funds Aom the account to another NRO accoult.

Any rernittance outside India shall be within the ceiling as may be prescribed by the BaDk from time to time and subject

to tax compliance.

9. Change of Residetrt Status of Account holder

(a) From Resident to Non-resident

Whra a person residert in India leaves lDdia for a cormry (other than Nepal or Bhutan) for taking up emplolment, or

for carrying on business or voration outside India m for any other purpose indicating his intantion to stay oulside India

for an unc€rtain p€riod his existing account should be designated as a Nor-Reident (Ordinary) account.

(b) From Non-resident to Reside-nt

NRO accounts may be designated as resident rupee accoutrts on th€ rehm of the accourt holder to lndia for taking up

€rnplolment, or fG carying m business or vocation or for any olher purpose indicating his inteotim to stay in India for

an unertain period. Where the account holder is only on a temporary visit to India, the ac.count should continue to be

tseated as ocn-resident drning such visit.

10. Payment of futrds to Non-residetrt Nomitree

The amount rlue/ payable to non-resident nominee fiom the aocount ofa deceased account holder, shall be credited to

NRO account ofthe nominee with an authorised dealer/ aulhorised bank in India.



I I . Reporting of trsnsrctions

(i) The transactim in the accornt which may appear to represent reimhusemeat in n+ees against foreigr exchange

made available to a person resident in lndia other than authorised dealer, as well as any other u'ansaction of suspicious

naturg should be repqted !o Res€rve Bank

(ii) The t'aDsactions in th€s€ accounls shall be r€ported ro rhe Reserve Bank in accordance with tbe directisrs issu€d by

it ftm time to time.

(iii) The accounts opencd by an authcrised dealer or an authc'ised bsnk in respert of individuaVs of Bangladesh

nationality shall be reponed by the authrised dealer/ authorised banl branch to its Head Office and the Head OI[ce of
such auth<rised dealer/ authrised bank shall forward a quarterly report contai ng de,tails ofName ofthe lndividual(s),

Passpcrt Number, Issuing Cormtry/State, Name ofthe FRO/ FRRO, Date of issue of Residential Permit and validity

thereoi, to the Ministsy of Home Aflairs (Foreign€rs Divisior) ur Quarterly basis".

Explanatim: 'Quan€rly basis' means, quartaf as at md of March/ Jme"/ Septemb€r and Dec€mber of every year.



ScHEDULE 4 [see Regulation 5(4)l

Spcciel Non-R$ident Rupee Account - SNRR account

1. 6Any person resident outside lndia, having a business interest in lndia, may open Special Non-Resident

Rup€e Account (SNRR account) with an authorised dealer for the purpose of putting through bona fide

transactions in rupees, not involving any violation of the provisions of the Act, rules and regulations

made thereunder. The business interest, apart from generic business interest, shall include the

following INR transactions, namely, :-

i. lnvestments made in hdia in accordance with Foreign Exchange Management (Non-debt

lnstruments) Rules, 2019 dated October 77,2OL9 and Foreign Exchange Mana8ement (Debt

lnstruments) Regulations, 2019 notified vide notification no. FEMA 396/2019-RB dated

October 17, 2019, as applicable, as amended from time to time;

ii. lmport of goods and services in accordance with Section 5 of the Foreign Exchange

Management Act 1999 (42 of 1999), read with Notification No. G.S.R.381(E) dated May 3,

2OOO, viz., Foreign Exchange Management (Current Account Transaction) Rules, 20@, as

amended from time to time;

iii. Export of goods and services in accordance with Section 7 of the Forei8n Exchange

Management Act 1999 (42 of 1999), read with Notification No. G.S.R.381(E) dated May 3,

2000, viz., Foreign Exchange Management (Current Account Transactions) Rules, 2000, as

amended from time to time, and further read with FEMA Notification No.23(R)/2015-RB dated

lanuary L2,20!6, as amended from time to time;

iv. Trade credit transactions and lending under External Commercial Borrowings (ECB)

framework in accordance with Foreign Exchange Management (Borrowing and Lending)

Regulations, 2018, as amended from time to time; and

v. Business related transactions outside lnternational Financial Service Centre (IFSC) by IFSC

units at GIFT city like administrative expenses in INR outside IFSC, INR amount from sale of

scrap, government incentives in lNR, etc. The account will be maintained with bank in lndia

(outside IFSC).

6 Amended vide Notification No. FEMA 5{RV3v20l9-RB dated November I 3. 2019 Prior to amendmenl, it read as

Indi4 may open Special Non-Resideot Rupec Account
putting through bona fide transactions in rup€€s, not

gulatioDs made thereund€r."

"Any person resident outside India" having a business hterest in
(SNRR account) with an authorised dealer for the purpose of
involving any violation of the provisions of the Ac! mles and re



2- The SNRR account shall carry the nomenclature of the specific business for which it is in operation.

lndian bank may, at its discretion, maintain separate 5NRR Account for each category of transactions

or a single SNRR Account for a person resident outside lndia engaged in multiple categories of

transactions provided it is able to identify/ segregate and account them category-wise.

3. The operations in the SNRR account 8shall not result in the account holder making available foreign

exchange to any person resident in lndia against reimbursement in rupees or in any other manner.

4. The SNRR account shall not bear any interest.

5. The debits and credits in the SNRR account 8shall be specific/ incidental to the business proposed to be

done by the account holder.

6' Authorised dealers 8shall ensure that the balances are commensurate with the business operations of

the account holder.

7. All the operations in the SNRR account should be in accordance with the provisions of the Act, rules

and regulations made thereunder.

8. e The tenure of the SNRR account shall be concurrent to the tenure of the contract / period of

operation / the business of the account holder and in no case shall exceed seven years- Approval of the

Reserve Bank shall be obtained in cases requiring renewal:

Provided the restriction of seven years shall not be applicable to sNRB accounts opened for the
purposes stated at sub. paragraphs i to v of paragraph 1 of this schedule.

9. The balances in the SNRR account shall be eli8ible for repatriation.

10. Transfers from any NRO account to the SNRR account are prohibited.

11. All transactions in the SNRR account will be subject to payment of applicable taxes in lndia.

12. SNRR account may be designated as resident rupee account on the account holder becoming a
resident.

7 Amended Yide Notitication No. F El\.lA 5(R){ i )i 2019-RB datcd Novcnlber I 3. 2019. Prior to amsndment, it resd as
"The SNRR accout should carry the nomenclature of the specific business for which it is in operation".

8 Amended vide Notiiication No. FEMA 5( RX3)r'2(t l9-RB datcd No\,ember 13. 20 t9. prior to amendment, it read as
'should"

9 Amended lith Notificotion No. FEMA 5l l1/2o19'RB doted Novenbet 13, 2o1g. Ptio. to ofictdnpt t, it reod os..fhc tenure ol thc sNRn dccount
slDuld be @ndnent to thc tcnuE oI {P @nt oct / pend ol oprotlon / the business ol tte oEount holde. otd in no @e should ex.tett scven
yeo'a A?proyol ol the Rescrre Bonk sholl be obtoiaed in coses requj.ing ftnewdt:
kdi@ t'l€ Rstlrclion of se|En lEo{s shdt tfi b a@lk bre to slYflR ocroort' opc .xld by d .,rrsor. resi&nt ongi dc kf,io for dE DUt,{,,. ol fitokinginEstment in lndio ln o.to,fuiec wfth Fo.eign Exchonge Mondgemznt (Tmnsht ot issue of *afiry by o pcrson rcsident ouaide'riq Wrtori*,2O7a os onEnded lto,n timc to time-.

'AD'ended vlde Notiticotion No FEMA 5Rlt1y2o18'RB doted Navenber og. 2018. pdo, to omcndfient, tt read ds -rhe tenurc o! the SNRR o@ount
should tE co$u,re,,t to the tenu,c d tlP- @Dtra.t/Eria of opcrotiotr/ ttrc utsinets of tha o@unt holder ond in no @se should erq,ed seven yeot,
No oqrottons oc r€rmlsstbb in tlE qtourrt oflcr *En y@r tron th. dotc ol orynhry q the oc@unt..



13. lthe amount due/ payable to non-resident nominee from the account of a deceased account holder,

shall be credited to NRO/NRE account of the nominee with an authorised dealer/ authorised bank in

lndia or by remittance through normal banking channels.

14. The transactions in the SNRR accounts shall be reported to the Reserve Bank in accordance with the

directions issued by it from time to time.

15. Opening of SNRR accounts by Pakistan and Bangladesh nationals and entities incorporated in Pakistan

and Bangladesh requires prior approval of Resewe Bank.

ro Amended vide RB l3 Prior to amendment, it read as

"The amount due./ payable to non-rssident nomines from the account of a deceased account holder, shall b€ credited to

NRO accormt ofthe nominee with an authorised dealsr/ authorised bank iD India".



"Schedule 5

(See Regulation 5(5ll

Terms and conditions for opening ofEscrow Account

An Escrow account in INR can be opened jointly and severally with an Authorised Dealer in lndia as an
Escrow Agent in the following cases subject to the terms and conditions specified in this schedule.

l. By non-resident corporates for acquisition/ transfer of capital instruments/convertible notes through
open offers/ delisting/ exit offers.

a. Permitted Credits in the Escrow account are:

i- Foreign lnward remittance through banking channels

by way of a guarantee issued by an authorised dealer bank subject to terms and
conditions as specified in the Foreign Exchange Management (Guarantee) Regulations
2000, as amended from time to time.

II

b. Permitted debits in the Escrow account are:

i. As per SEBI (SAST) Re8ulations or any other reSulations issued by the Security Exchange
Board of lndia (SEBI).

c. The resident mandatee empowered by the overseas acquirer for this purpose, may operate the
Escrow account in accordance with sEBl (sAsr) Regulations or any other regulations issued by
the sEBt_

d. The Escrow account shall be closed immediately after completing the requirements as outlined
above.

2. By resident and non-resident acquirers for acquisition/ transfer of capital instruments/convertible notes

a. Permitted Credits in the Escrow account are:

i. Foreign lnward remittance through banking channels;

ll. Receipt of rupee consideration through banking channels by the resident acquirer
of capital instruments/convertible notes who proposes to acquire from non-resident
holders by way of transfer.

iii. by way of a guarantee issued by an authorised dearer bank subject to terms and
conditions as specified in the Foreign Exchange Management (Guarantee) Regulations
2000, as amended from time to time.

b. Permitted debits in the Escrow account are:

rr Substitutod vide Nori cation No. FEMA 5(RXI)i2018-RB dated Novclnber 09. 2018.



i. Remittance of consideration for issue/ transfer of capital instruments/convertible notes

directly into the bank account of the beneficiary (issuer in lndia or transferor of capital

instruments/convertible notes in lndia or abroadl;

Remittance of consideration for refund to the initial remitter of funds in case of
failure/ non-materialisation of FDI transaction for which the Escrow account was opened.

lt

c. The securities kept/ linked with the Escrow account may be linked with demat account

maintained with sEBl authorised Depositary Participants as Escrow agents.

d. The Escrow account shall remain operational for a maximum period of six months only and the
account shall be closed immediately after completing the requirements as outlined above or on

completion of six months from the date of opening of such account whichever is earlier. ln case

the Escrow account is required to be maintained beyond six months, specific permission from

the Reserve Bank has to be sought.

e. Notwithstanding what has been stated in paragraph d. above, in case of transfer of capital

instruments between a resident buyer and a non-resident seller or vice-versa, if so agreed

between the buyer and the seller, an escrow arrangement may be made between the buyer and

the seller for an amount not more than twenty five per cent of the total consideration for a

period not exceeding eighteen months from the date of the transfer agreement'

4. The Escrow account shall be non-interest bearing.

5. No fund or non-fund based facilities would be permitted against the balances in the Escrow account.

6. Requirement of compliance with KYC guidelines issued by the Reserve Bank shall rest with the

Authorised Dealer.

7. Balance in the Escrow account, if any, may be repatriated at the then prevailing exchange rate (i.e., the

exchange rate risk will be borne by the person resident outside lndia acquiring the caPital

instruments/convertible notes), after all the formalities in respect of the said acquisition are completed.

8. ln caset where proposed acquisition/ transfer does not materialise, the authorised dealer may allow

repatriation/ refund of the entire amount lying to the credit of the Escrow account on being satisfied

with the bonafides of such remittances.

9. For the purpose of FDI reporting, date of transfer of funds into the bank account of the issuer or

transferor of capital instruments/convertible notes, as the case may be, shall be the relevant date of

remittance.

j. Acquisition/ transfer shall be in accordance with the provisions of Foreign Exchange Management

(Transfer or lssue of Security by a person resident Outside lndia) Regulation 2017, as amended from time
to time and Security Exchange Board of lndia (Substantial Acquisition of Shares and Takeover)

Regulations, 1997 [5EBl (SAST) Regulationsl or other relevant regulations issued by the SEBI.



SCHEDUII 6 [See Retulation 5(1ll

Acc4ptrnce of deposits by r comprny incorporated in Indir (including a non-banking finance company
registered with Rcaerve Brnk) on repatrirtion blsis ftom r NorFr6ldent lndhn (NRI) or I p€rson of Indirn
origln (PlO)

A company incorporated in lndia (including a non-banking finance company registered with the Reserve
Bank) may accept deposits from NRls or PlOs, on repatriation basis subject to the following conditions.

i) The deposits are received under a public deposit scheme.

ii) lf the deposit accepting company is a non-banking finance company, it should be registered with the

Reserve Bank and should have obtained the required credit rating as stipulated under the guidelines

issued by Reserve Bank for such companies.

iii)The amount representing the deposit is received by inward remittance from outside hdia through

banking channels or by debit to the NRE or FCNR (B) Account maintained with an authorised dealer/

authorised bank in lndia.

iv) lf the deposit accepting company is a non-banking finance company, the rate of interest payable on

deposits shall be in conformity with the guidelines/ directions issued by Reserve Bank for such

companies' ln other cases the rate of interest payable on deposits shall not exceed the ceiling rate

prescribed from time to time under the companies (Acceptance of Deposit) Rulet 2014.

v) The maturity period of deposits shall not exceed 3 years.

vi) The company accepting the deposits shall comply with the provisions of any other law, rules,

regulations, orders issued by the Government of lndia or any other competent authority, as are

applicable to it in regard to acceptance of deposits.

funds.

viii) The payment of interest net of taxes may be made by the company to the depositor by remittance

through an authorised dealer or by credit to the depositor's NRE/ FCNR(B)/ NRO/ account as desired by

him.

vii)) The amount of aggregate deposits accepted by the company shall not exceed 35% of its net owned



ix) The amount of deposits so collected shall not be utilised by the company for re-lending (not

applicable to a Non-Banking Finance Company) or for undertaking agricultural/ plantation activities or real

estate business or for investing in any other concern, firm or a company engaged in or proposing to engage

in agricultural/ plantation activities or real estate business.

x) The repayment of the deposit may be made by the company to the depositor by remittance from

lndia through an authorised dealer or by credit to the depositor's NRE/ FCNR(B) account maintained with

an authorised dealer in lndia, provided the depositor continues to be a non resident at the time of

repayment. While applying to the authorised dealer for remittance of maturity proceeds of deposit or

credit thereof to NRE/ FCNR(B) account, the company should certify that the amount of deposit was

received either by inward remittance from outside lndia through banking channels or by debit to the

depositor's NRE/ FCNR(B) account, as the case may be.

xi) The amount representing repayment of deposit may also be credited to the dePositor's NRO

account, at the depositor's option.



i)

SCHEDULE 7 [see Regulataon 6(2ll

Acceptrtrcc of deposit3 by Indian proprietorship cotrcertr/ftrm or comprny (including non-banking frnance
comprny regfutered with Reserve Brnk) on non-repatri.tion brsis from Non-r6ident tDdirn (NRI) or r pe,.o[
of lndian Origin (PlO)

A proprietorship concern or a firm in lndia and a company incorporated in lndia (including a non-banking
finance company registered with Reserve Bank) may accept deposits on non-repatriation basis from NRls
or PlOs subject to the following conditions:

ln the case of a company, the deposits may be accepted either under private arrangement or
under a public deposit scheme.

ii) lf the deposit accepting company is a non-banking finance company, it should be registered with

the ReseNe Bank and should have obtained the required credit rating as stipulated under the guidelines

issued by Reserve Bank for such companies.

iii) The maturity period of deposit shall not exceed 3 years.

ir) lf the deposit accepting company is a non-banking finance company the rate of interest payable on

deposits shall be in conformity with the guidelines/ directions issued by Reserve Bank for such companies.

ln other cases the rate of interest payable on deposits shall not exceed the celling rate prescribed from

time to time under the Companies (Acceptance of Deposit) Rules, 2014.

v) The amount of deposit shall be received by debit to NRO account only, provided that the amount

of the dePosit shall not represent inward remittances or transfer of funds from NRE/ FCNR (B) accounts

into the NRO account.

vi) The proprietorship concern/ firm/ company accepting the deposit should comply with the
provisions of any other law, rules, regulations or orders made by Government or any other competent
authority, as are applicable to it in regard to acceptance of deposits.

vii) The proprietorship concern, firm or company accepting the deposit shall not utilise the amount of
deposits for relending {not applicable to a Non-Banking Finance company) or for undertaking agricultural/

plantation activities or rear estate business or for investing in any other concern or firm or company

engaged in or proposing to engage in agricurturar/ prantation activities or rear estate business.

viii) The amount of deposits accepted shall not be aflowed to be repatriated outside rndia.



foot Note: The Principal ReSulations were published in the official Gazette vide No. G.s.R. 389(E) dated

April 01, 2015 and subsequently amended as under

G.S.R.1093 (E) dated 0!,.11.2018

G.S.R. 498 (E) dated 16.07-2019

No. FEMA 5(R)/(3)/2019-RB dated.November 13. 2019



9. Downstream lnvestment

9.1 Definitions

9.1.1 'Ownership of an lndian company'isthe beneficial holding of more than 50 percent of the
of such company.

9.1.2 'Ownership of an LLP' is the contribution of more than 50 percent in its capital and having
majority profit share.

9.1.3 'Company owned by resident lndian citizens' is an lndian company where ovynership is vested
in resident lndian citizens and/ or lndian companies, which are ultimately owned and controlled by
resident lndian citizens.

9.1.4 An 'LLP owned by resident lndian citizens' is an LLP where ownership is vested in resident
lndian citizens and/ or lndian entities, which are ultimately owned and controlled by resident lndian
citizens.

9.1.5 'Company owned by persons resident outside lndia' is an lndian company whose ownership is
vested in persons resident outside lndia.

9.1.6 An 'LLP owned by persons resident outside lndia' is an LLP whose ownership is vested with
persons resident outside lndia.

9.1.7 'Control' of a company is the right to appoint majority of the directors or to control the
management or policy decisions including by virtue of their shareholding or management rights or
shareholders agreement or voting agreement.

9.1.8 For the purpose of LLP, 'Control' is the right to appoint majority of the designated partners,
where such designated partners, with specific exclusion to others, have control over all the policies of
AN LLP.

9.1.9 'Company controlled by resident lndian citizens' is an lndian @mpany, the control of which is
vested in resident lndian citizens and/ or lndian companies which are ultimately owned and conlrolled
by resident lndian citizens.

9.'1.10 An 'LLP controlled by resident lndian citizens' is an LLp, the control of which is vested in
resident lndian citizens and/ or lndian entities, which are ultimately owned and controlled by resident
lndian citizens.

9.1. 1 1 'company controlled by persons resident outside lndia' is an lndian company the control of
which is vested with persons resident outside lndia.

9.1.12 An 'LLP controlled by persons resident outside lndia' is an LLP the control of which is vested
with persons resident outside lndia.

9.1.13'Downstream lnvestment' is investment made by an lndian entity which has received foretgn
investment or an lnvestment Vehicle in the or the capital, as the Glse may be,;f
another lndian entity.

9.1.14 'Holding Company'will have the same meaning as defined in Companies Act, 2013.

9.1.15'lndirect Foreign lnvestment'is downstream investment received by an lndian entity from:

a. another lndian entity (lE) which has received foreign inveslment and which is not owned and
not controlled by resident lndian citizens or is owned or controlled by persons resident outside
lndia; or

b. an investment vehicle whose sponsor or manager or investment manager is not owned and
not contrclled by resident !ndian citizens or is olvned or contrclled by pe!'aons resident cutslde
lndia.



9 l '16 'Total Foreign lnvestment' is the sum of foreign investment and indirect foreign investment
which will be reckoned on a fully diluted basis;

9.1.17 'strategic downstream investment' means downstream investment by banking companies
incorporated in lndia in their subsidiaries, joint ventures and associates.

9.2 Prohibition

9.2.1 No person resident in lndia other than an lndian entity can receive lndirect Foreign lnvestment.

9.3 Conditions for downstream investment that is treated as lndirect Foreign lnvestment for
the investee lndian Entlty

9.3.1 An lndian entity which has received indirect foreign investment is required to comply with the
entry route-, sectoral caps, pricing guidelines and other FDI linked performance conditions as
applicable for foreign investment.

9.3 2 Downstream investment by an LLP which has received foreign investment and is not owned and
not conlrolled by resident lndian citizens or owned or controlled by persons resident outside lndta is
allowed in an lndian company operating in sectors where foreign investment up to 100 percent is
permitted under automatic route and there are no FDI linked performance conditions.

9.33 lndirect foreign lnvestment is permitted in an LLP in sectors where foreign investment is allowed
100% under automatic route and there are no FDI linked perficrmance conditions.

9.3.4 lf the sponsors/ managers/ investment managers of an investment vehicle are individuals, for
the downstream investment made by such investment vehicle not to be considered as lndirect Foreign
lnvestment for the investee, the sponsors/ managers/ investment managers of the investment vehicle
should be resident lndian citizens. ln case the sponsor/ manager/ inveltment manager is orgenised
in any other form, sEBl witl determine whether it is foreign owried and/ or conholled 6r not.

9.3.5 The downstream investment that is treated as lndirect Foreign lnvestment for the investee Indian
entity should have the approval of the Board of Directors as also a Shareholders' Agreement, if any,
of the investing lndian entity.

9.3.6 The lndian entity making the downstream investment that is treated as lndirect Foreign
lnvestment for the investee lndian entity is required to bring in the requisite funds from abroad and
not use funds bonowed in the domestic markets. Subscription by persons resident outside lndia to
non-convertible debentures issued by an Indian company will not be construed as funds borrowed/
leveraged in the domestic market. However, raising of de6t and its utilisation will have to comply with
the Act and the rules or regulations made thereundir.

9.3.7 Downstream investments which is treated as lndirect Foreign lnvestment for the investee lndian
entity-can.be made through internal accruals. For this purpos6, internal accruals will mean pr-fits
transferred to reseNe account after payment of taxes.

9 3 9 TIr"l a company which does not have any operations makes doyynstream investment which is
treated as lndirect Foreign lnvestment for the investee lndian entity or commences business(s), it will
have to comply with the relevant sectoral conditions on entry route, conditionalities and caps. 

"
9.4 Downstream investmenus under corporate Debt Restructuring (cDR), mechanism
9.4 1 with effect ftom Jury 31, 2012, downstream investmenus made by a banking company (as
defined in clause (c) of section 5 0f the Banking Regulation Act, 1949, incorporated irilnaiai"r,tri i"
not owned 

-and 
not controlled by resident lndian citizens or is owned oi controlled Uy pei.oni ,e"iO"nt

outside lndia, under corporate Debt Restructuring (cDR), or other loan restructuriir! ,""h"nirr, o1.
In trading book, or for acquisition of shares due todefaultl in loans, will not be consiiered as indiiect
foreign investment.

9.4.2 strategic downstream investment by a banking company referred to at 9.4.1 above will be
considered as indirect foreign investment for the investee compiny.
9.5. Guidelines for carcuration of totar foreign investment in rndian companies
9 5-1 Any equity holding by a person resident outside lndia resulting from conversion of any debt
instrument under any arrangement shafl be reckoned for totar foreign i-nvestment.



9 5.2 FCCBs and DRs having underlying of instruments in the nature of debt will not be reckoned ficr
total foreign investment.

9.5.3 The methodology for calculating total foreign investment would apply at every stage of
investment in lndian companies and thus in each and every lndian company.

9 5.4 For the purpose of downstream investment, the portfolio investment held as on March 31 of the
previous financial year in the lndian company making the downstream investment will be considered
for computing the total froreign investment of the inveltee lndian entity.

9 
-q 

5- The indirect foreign investment received by a wholly owned subsidiary of an lndian company
will be limited to the total ioreign investment received by the company making the downstieam
investment

9.6 Conditions lor exit

9.6.1 of an lndian company held by another lndian company which has received
foreign investment and is not owned and not controiled by resident lndian ci[izens or is owned or
controlled by persons resident outside lndia may be transfened to:

a. a person resldent outside lndia, subject to reporting requirements in Form FCTRS. However,
pricing guidelines will not apply for such a transfer.

b. a person resident in lndia subject to adherence to pricing guidelines.

c. an lndian company with foreign investment and not owned and not controlled by resident
lndian citizens or owned or controlled by persons resident outside lndia. Pricing an<i reporting
guidelines will not apply.

9.6.2 The instructions at 9.6.1 above will be construed accordingly for an LLp.

9.7 Responsibility for compliance

9.7.1 The first level lndian company making downstream investment will be responsible for ensuring
compliance with the provisions of these for the downstream investment made by it at second
level and so on and so forth. Such first level company shall obtain a certificate to this Lffect from its
statutory auditor on an annual basis. Such compliance of FEMA provisions shall be mentioned in the
Directo/s report in the Annual Report of the Indian company.

9.7.2 ln case the statutory auditor has- given- a qualified report, the same should be immediately
brought to the notice o{ the Regional Office of the in whose jurisdiction the Registered Office of
the company is located and shall also obtain acknowledgement ftom the RO.

9.7.3 The instructions at 9.7.1 above will be construed accordingly for an LLp
9.8 Applicability of downstream investment guidelines

9 8.1 Downstream investment which is treated as indirect foreign investment for the investee lndian
entity made prior to February r3, 2009 wourd not require any modification to conform to
All other investments, after the said date, would come under its ambit.

9.8 2 Downstream investments which is treated as indirect foreign investment for the investee lndtan
entity made between February 13, 2009 and June 21,2013 vihich was not in conrormrty-wiitrlne
dor/vnstream investment guidelines should have been intimated to the by october s, zolg tor
treating such cases as compliant with



routes, sectoral caps or the investment limits, as the case may be, pricing guidelines,

and the attendant conditionalities for such investment as laid down in the NDI Rules.

9.1 Definitions

9.1.1 'Ownership of an lndian company' is the beneficial holding of more than 50
percent of the equity instruments of sucfi company.

9.1.2 'Ownership of an LLP' is the contribution of more than 50 per@nt in its capital

and having majority profit share.

9.1.3 'Company owned by resident lndian citizens' is an lndian company where
ownership is vested in resident lndian citizens and/ or lndian companies, which are
ultimately owned and controlled by resident lndian citizens.

9.1.4 An 'LLP owned by resident lndian citizens' is an LLP where ownership is

vested in resident lndian citizens and/ or lndian entities, which are ultimately owned
and controlled by resident lndian citizens.

9.1.5 'Company owned by persons resident outside lndia' is an lndian company
whose ownership is vested in persons resident outside lndia.

9.1.6 An 'LLP owned by persons resident outside lndia' is an LLP whose ownership
is vested with persons resident outside lndia.

9.1.7 'Control' of a company is the right to appoint majority of the directors or to
control the management or policy decisions including by virtue of their shareholding
or management rights or shareholders agreement or voting agreement.

9.1.8 For the purpose of LLP, 'Control'is the right to appoint majority of the
designated partners, where such designated partners, with specific exclusion to
others, have control over all the policies of an LLP.

9.1.9 'Company controlled by resident lndian citizens' is an lndian company, the

control of which is vested in resident lndian citizens and/ or lndian companies which
are ultimately owned and controlled by resident lndian citizens.

9.1.10 An'LLP controlled by resident lndian citizens'is an LLP, the control of which
is vested in resident lndian citizens and/ or lndian entities, which are ultimately
owned and controlled by resident lndian citizens.

9.1.11 'Company conkolled by persons resident outside lndia' is an lndian company
the control of which is vested with persons resident outside lndia.

9.1.12 An 'LLP controlled by persons resident outside lndia' is an LLP the conlrol of
which is vested with persons resident outside lndia.

9.1.13 'Downstream lnvestment' is investment made by an lndian entity which has
received foreign investment or an lnvestment Vehicle in the equity instruments or the

capital, as the celse may be, of another lndian entity.
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9.1.14 'Holding Company' will have the same meaning as defined in Companies Act,

2013.

9.1.15'lndire.ct Foreign lnvestment'is downstream investment received by an lndian

entity from:
(a) another lndian entity (lE) which has received foreign investment and which is

not owned and not controlled by resident lndian citizens or is owned or
controlled by persons resident outside lndia; or

(b) an investment vehicle whose sponsor or manager or investment manager is

not owned and not conkolled by resident lndian citizens or is owned or
controlled by persons resident outside lndia. lf sponsor or manager or

investment manager is organised in a form other than companies or LLPs,

SEBI shall determine whether the sponsor or manager or investment

manager is foreign owned and controlled.

[Explanation 1: For cases where the oiginal investment made in the investee

entity was made as a resident but later the investor entity becomes owned

and/or controlled by persons resident outside, the same shall be reckoned as

downstream investment from the date on which the investor entw is owned

and/or controlled by persons resident outside lndia. Such downstream
investment shall be in compliance with the applicable entry route and sectoral

capl

[Explanation 2: The NRI investments on non-rcpatiation basis is trcated as
deemed domestic investment. Accodingly, an investment made by an lndian

enw which is owned and controlled by NRI(s) on a non-repatiation basis

shall not be considered for calculation of indircct foreign investment.

9.1.16 'Total Foreign lnvestment' is the sum of foreign investment and indirect

foreign investment which will be reckoned on a fully diluted basis;

9.1 .1 7 'Strategic downstream investment' means downstream investment by banking

companies incorporated in lndia in their subsidiaries, joint ventures and associates.

9.2 Prohibition
9.2.1 No person resident in lndia other than an lndian entity can receive lndirect

Foreign lnvestment.

9.3 Conditions for downstream investment that is treated as lndirect Foreign
lnvestment for the investee lndian Entity

9.3.1 An lndian entity which has re@ived indirect foreign investment is required to

comply with the entry route, sectoral caps, pricing guidelines and other FDI linked

performance conditions as applicable for foreign investment.

9.3.2 Downstream investment by an LLP which has received foreign investment and

is not owned and not controlled by resident lndian citizens or owned or controlled by

persons resident outside lndia is allowed in an lndian company operating in sectors
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where foreign investment up to 100 percent is permifted under automatic route and

there are no FDI linked performance conditions.

9.3.3 lndirect foreign lnvestment is permitted in an LLP in sectors where foreign
investment is allowed 100% under automatic route and there are no FDI linked
performance conditions.

9.3.4 lf the sponsors/ managers/ investment managers of an investment vehicle are

individuals, for the downstream investment made by such investment vehicle not to

be considered as lndirect Foreign lnvestment for the investee, the sponsorsi

managers/ investment managers of the investment vehicle should be resident lndian

citizens. ln case the sponsor/ manager/ investment manager is organised in any

other form, SEBI will determine whether it is foreign owned and/ or controlled or not.

9.3.5 The downstream investment that is treated as lndirect Foreign lnvestment for
the investee lndian entity should have the approval of the Board of Directors as also

a Shareholders' Agreement, if any, of the investing lndian entity.

9.3.6 The lndian entity making the downstream investment that is treated as lndirect

Foreign lnvestment for the investee lndian entity is required to bring in the requisite

funds from abroad and not use funds bonowed in the domestic markets.

Subscription by persons resident outside lndia to non-convertible debentures issued

by an lndian company will not be construed as funds borrowed/ leveraged in the

domestic market. However, raising of debt and its utilisation will have to comply with

the Act and the rules or regulations made thereunder.

9.3.7 Downstream investments which is treated as lndirect Foreign lnvestment for
the investee lndian entity can be made through internal accruals. For this purpose,

internal accruals will mean profits transferred to reserve account after payment of
taxes.

9.3.8 When a company which does not have any operations makes downstream

investment which is treated as lndirect Foreign lnvestment for the investee lndian

entity or commences business(s), it will have to comply with the relevant sectoral

conditions on entry route, conditionalities and caps.

9.4 Downstream investmenus under Corporate Debt Restructuring (CDR),

mechanism

9.4.1 With efiect from July 31, 2012, downstream investmenUs made by a banking

company (as defined in clause (c) of section 5 of the Banking Regulation Act, 1949,

incorporated in lndia) which is not owned and not controlled by resident lndian

citizens or is owned or controlled by persons resident outside lndia, under Corporate

Debt Restructuring (CDR), or other loan restructuring mechanism, or in trading book,

or for acquisition of shares due to defaults in loans, will not be considered as indirect

foreign investment.
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9.4.2 Strategic downstream investment by a banking company referred to at 9.4.1

above will be considered as indirect foreign investment for the investee company.

9.5. Guidelines for calculation of total foreign investment in lndian companies

9.5.1 Any equity holding by a person resident outside lndia resulting from conversion

of any debt instrument under any anangement shall be reckoned for total foreign

investment.

9.5.2 FCCBs and DRs having underlying of instruments in the nature of debt will not

be reckoned for total foreign investment.

9.5.3 The methodology for calculating total foreign investment would apply at every

stage of investment in lndian companies and thus in each and every lndian

com pany.

9.5.4 For the purpose of downstream investment, the portfolio investment held as on

March 31 of the previous financial year in the lndian company making the

downstream investment will be considered for computing the total foreign investment

of the investee lndian entity.

9.5.5 The indirect foreign investment received by a wholly owned subsidiary of an

lndian company will be limited to the total foreign investment received by the

company making the downstream investment

9.6 Conditions for exit
9.6.1 Equity instrument of an lndian company held by another lndian company which

has received foreign investment and is not owned and not controlled by resident

lndian citizens or is owned or controlled by persons resident outside lndia may be

transferred to:
(a) a person resident outside lndia, subject to reporting requirements in Form

FCTRS. However, pricing guidelines will not apply for such a transfer.

(b) a person resident in lndia subject to adherence to pricing guidelines.

(c) an lndian company with foreign investment and not owned and not controlled

by resident lndian citizens or owned or controlled by persons resident outside

lndia. Pricing and reporting guidelines will not apply.

9.6.2 The instructions at 9.6.1 above will be construed accordingly for an LLP.



9,7 Responsibility for compliance

9.7.1 The first level lndian company making downstream investment will be

responsible for ensuring compliance with the provisions of these rules for the

downstream investment made by it at second level and so on and so forth. Such first
level crmpany shall obtain a certificate to this effect frcm its statutory auditor on an

annual basis. Such compliance of FEMA provisions shall be mentioned in the

Director's report in the Annual Repoft of the lndian company.

9.7.2 ln case the statutory auditor has given a qualified report, the same should be

immediately brought to the notice of the Regional Office of the RBI in whose
jurisdiction the Registered Office of the company is located and shall also obtain

acknowledgement from the RO.

9.7.3 The instructions at 9.7.'l above will be construed accordingly for an LLP

9.8 Applicability of downstream investment guidelines
9.8.1 Downsheam investment which is treated as indirect foreign investment for the

investee lndian entity made prior to February 13, 2009 would not require any

modification to conform to NDI Rules. All other investments, after the said date,

would come under its ambit.

9.8.2 Downstream investments which is treated as indirect foreign investment for the

investee lndian entity made between February 13,2009 and June 21, 2013 which

was not in conformity with the downstream investment guidelines should have been

intimated to the RBI by October 3, 2013 for treating such cases as compliant with

NDI Rules.

10. Taxes and remittance of sale proceeds

10.1 Taxes

10.1 .1 All transaction relating to foreign investment in lndia are required to be

undertaken through banking channels in lndia and are subject to payment of
applicable taxes and other duties/ levies in lndia.

10.2 Remittance of sale proceeds

10.2.1 Remittance of sale proceeds of an lndian security held by a person resident

outside lndia will have to be made only in accordance with NDI Rules.

10.2.2 An authorised dealer bank may permit the remittance of sale proceeds of a
security (net of applicable taxes) to the seller resident outside lndia provided:

(a) the security was held by the seller on repatriation basis; and

(b) either the security has been sold in compliance with the pricing guidelines or

the RBI's approval has been obtained in other cases for sale of the security

and remittance of the sale proceeds thereof.
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