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The Reserve Bank of India's (RBI) regulations on Overseas Direct Investment (ODI) govern
how Indian entities and residents can invest abroad. These regulations are designed to
facilitate outbound investments while ensuring they align with India's economic policies and
legal framework.

Key aspects of RBI's ODI framework include:

1. Eligibility: Indian entities, including companies, LLPs, and partnerships, as well as
resident individuals, can make ODI within prescribed limits.
2. Forms of Investment: Investments can be made in equity, loans, or guarantees in a
foreign entity, subject to compliance with RBI guidelines.
3. Limits and Approvals:
o Automatic Route: Investments up to a certain threshold are permitted without
prior approval, subject to adherence to general guidelines.
o Approval Route: Investments exceeding specified limits require prior approval

from RBI.
4. Obligations:
o Indian entities must report ODI transactions using the designated forms (e.g.,
Form ODI).
o Periodic filings, including annual performance reports, must be submitted to
RBI.
5. Prohibited Activities: Investments in certain sectors or countries under sanctions are
restricted.

6. Compliance Requirements: Indian investors must adhere to host country laws,
India's Foreign Exchange Management Act (FEMA), and applicable tax regulations.

For detailed provisions or updates specific to 2024-2025, you may consult the RBI's Master
Directions or relevant notifications. If you need further elaboration on specific rules or
scenarios, let me know!

You said:

the permissible methods, limits, and reporting obligations for outbound investments.

ChatGPT said:
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The Reserve Bank of India (RBI) regulates outbound investments under the Overseas Direct
Investment (ODI) framework to ensure compliance with India’s economic and legal
guidelines. Here are the key details:
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Permissible Methods for Outbound Investments:

1. Equity Capital:
o Purchase of equity shares in a foreign entity.
o Contribution to share capital by subscribing to equity.
2. Loans:
o Lending to a foreign entity in which the Indian investor has equity
participation.
3. Guarantees:
o Issuance of corporate or personal guarantees to or on behalf of the foreign
entity.
4. Acquisition through Market Transactions:
o Purchase of foreign securities listed on overseas stock exchanges under
specified conditions.
5. Other Investments:
o Swap of shares.
o Acquisition by rights or bonus issues.

Limits on Outbound Investments:

Automatic Route:

e Indian Companies and Entities:
o Permitted to invest up to 400% of their net worth as per the last audited

balance sheet.

o Resident Individuals:
o Allowed under the Liberalised Remittance Scheme (LRS) up to USD 250,000

per financial year.

Approval Route:

« Investments exceeding the specified limits require prior approval from the RBI.

« Certain sectors or structures may also require explicit approval (e.g., financial
services, investments in entities located in countries not complying with FATF
norms).

Reporting Obligations:
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Before the Investment:

1. Form ODI:
o To be filed with the Authorized Dealer (AD) Bank before remittance.
o Contains details of the proposed investment, funding, and shareholding
structure.

Post-Investment Reporting:

1. Annual Performance Report (APR):
o Mandatory submission to the AD Bank annually by December 31.
o Includes details on financial performance and the status of the foreign entity.
2. Disinvestment/Closure:
o Indian investors must report the divestment or liquidation of the foreign entity
within 30 days.
3. Form FC-TRS:
o Required for the transfer of shares in a foreign entity.
4. Event-based Reporting:
o For changes such as additional investments, loans, or guarantees.

Prohibited Activities:

1. Investments in foreign entities engaged in real estate or gambling activities.
2. Transactions with entities located in jurisdictions under sanctions or restricted by
India.

Compliance with RBI's Foreign Exchange Management Act (FEMA) guidelines is critical
for avoiding penalties or enforcement actions. Let me know if you need more specifics on
any of these aspects!

You said:

need further elaboration on specific rules or scenarios, |

ChatGPT said:
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Sure! Here’s a deeper dive into specific rules or scenarios under the Reserve Bank of India
(RBI)'s Overseas Direct Investment (ODI) framework:
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1. Automatic Route and Approval Route - Key Scenarios:
Scenario 1: Automatic Route

o Eligibility:
o Indian companies and LLPs can invest up to 400% of their net worth without
prior approval.
o Resident individuals can invest up to USD 250,000 annually under the
Liberalised Remittance Scheme (LRS).
o Example:
o A company with a net worth of INR 50 crore can invest up to INR 200 crore
abroad.
o Ifaresident individual invests USD 150,000 in one financial year under LRS,
they can invest an additional USD 100,000 in the same year without RBI
approval.

Scenario 2: Approval Route

o Triggers for Approval:
o Investments exceeding 400% of net worth.
o Investments in specific sectors like banking, insurance, or financial services.
o Investments in jurisdictions classified as non-compliant by the Financial
Action Task Force (FATF) or restricted by India.
e Example:
o An Indian entity wishes to invest in a company in a country under FATF's
grey list. Prior RBI approval is required.

2. Methods of Investment - Specific Rules:
Equity Capital:
o Investments must result in at least 10% voting equity participation in the foreign
entity.
« For acquisitions, the Indian investor must ensure compliance with host country laws.

Loans and Guarantees:

e Loans can only be extended to wholly-owned subsidiaries (WQOS) or joint ventures
(JV) where the Indian entity holds at least 10% equity.
« Guarantees can be issued on behalf of foreign entities up to the permissible ODI limit.
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3. Reporting Obligations - Detailed Steps:
Form ODI (Initial Investment):

o Filed through the Authorized Dealer (AD) Bank before making the remittance.
e Includes:

o Purpose of investment.

o Mode of funding (equity, debt, guarantees).

o Details of the foreign entity.

Annual Performance Report (APR):

o Covers:
o Financial results of the foreign entity.
o Operational status (e.g., active, dormant, liquidated).
o Filed through the AD Bank by December 31 of each year.

Closure or Disinvestment:

« Report disinvestment within 30 days in cases of sale, liquidation, or closure.
o Ensure the proceeds are repatriated to India as per FEMA regulations.

Event-Based Reporting:

« Applicable for:
o Changes in shareholding.
o Alteration in investment structure.
o Additional capital infusion.

4. Special Scenarios:
Investments in Startups Abroad:
« Indian startups are allowed outbound investments to acquire or establish foreign
subsidiaries.

e Must align with ODI limits and approval requirements.

Round-Tripping Structures:
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« If an Indian company invests in a foreign entity that subsequently reinvests in India, it
is subject to scrutiny.
e Such structures require explicit RBI approval.

Gifting or Inheriting Foreign Shares:

o Under LRS, resident individuals can gift foreign shares to close relatives or inherit
them without breaching limits.

5. Common Non-Compliance Risks:

o Failure to submit APR on time can lead to penalties and a freeze on further
investments.

o Investments exceeding limits or in prohibited sectors without prior approval are
considered violations under FEMA.

If you have a specific scenario in mind (e.g., disinvestment procedures, compliance with
FATF norms, or investment via a new method), feel free to share, and I can provide precise
guidance!

You said:

Please explain disinvestment procedures, compliance with FATF norms, or investment via a
new method)

ChatGPT said:
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Here’s a detailed explanation of the specific scenarios you mentioned:

1. Disinvestment Procedures

Disinvestment involves the sale or transfer of the investment in a foreign entity or its
liquidation. The Reserve Bank of India (RBI) regulates this process under its Overseas Direct
Investment (ODI) guidelines.
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Key Steps for Disinvestment:

1. Reporting the Disinvestment:
o File the appropriate forms with the Authorized Dealer (AD) Bank within 30
days of completing the transaction.
o Disclose details of the buyer, sale price, and mode of receipt.

2. Repatriation of Proceeds:
o Ensure that the sale proceeds, net of taxes, are repatriated to India within 90
days or as prescribed by FEMA regulations.
3. Valuation Requirements:
o The sale value should align with:
= The fair market value determined by an independent valuer (for
unlisted entities).
= The prevailing market price (for listed entities).
4. Documentation:
o Agreements for sale.
o Tax compliance certificates.
o Evidence of remittance of sale proceeds to India.
5. Special Scenarios:
o If disinvestment results in a loss, justification and reporting to the AD Bank
are mandatory.
o Any waivers of loans or guarantees provided to the foreign entity require RBI
approval.

2. Compliance with FATF Norms

The Financial Action Task Force (FATF) provides guidelines to prevent money laundering
and terrorism financing. RBI aligns its ODI regulations with these norms.

Key Considerations:

1. Jurisdiction Compliance:
o Investments in countries listed under FATF’s grey list (monitored
jurisdictions) or blacklist (high-risk jurisdictions) require RBI approval.
o Countries that fail to comply with FATF standards are restricted for
investment purposes.
2. Enhanced Due Diligence:
o Before making investments in a FATF-listed country, Indian entities must:
= Demonstrate the necessity of investment.
= Provide additional documentation proving the legitimacy of funds.
3. Prohibited Transactions:
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o Investments in entities or sectors linked to money laundering, terrorism
financing, or other illicit activities are strictly prohibited.

3. Investment via a New Method

New methods of investment often arise in response to evolving business models. RBI permits
such investments under specific conditions:

Example: Swap of Shares:

« Definition: Exchanging shares of an Indian entity with shares of a foreign entity.
e Requirements:

o Ensure the Indian entity is listed, and the swap is approved by SEBI.

o Adhere to ODI limits (e.g., 400% of net worth).

o Seek RBI approval for unlisted entities or large-value transactions.

Example: Investments via Special Purpose Vehicles (SPVs):

« Indian companies often route investments through SPVs in other jurisdictions.
« Conditions:
o The SPV must be wholly owned.
o Investments through SPVs must ultimately comply with ODI regulations and
host country laws.

Example: Outbound Investments by Startups:

« Indian startups can invest in foreign entities for expansion or R&D.
e Liberalized Provisions:
o No minimum turnover requirement.
o Funding permissible under FEMA-compliant routes like convertible
instruments.

Compliance Best Practices:

1. Regularly update ODI filings with the AD Bank to avoid non-compliance.

Conduct detailed due diligence for investments in high-risk jurisdictions.

3. Seek professional advice when adopting new investment methods or dealing with
complex structures.

N

If you need more clarity on any aspect, feel free to ask!
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You said:

I need more specifics on the following aspects beyond what was summarised earlier:
Permissible Methods for Outbound Investments: Limits on Outbound Investments: Reporting
Obligations: Prohibited Activities:

ChatGPT said:
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Here’s an in-depth exploration of the requested aspects under the RBI’s Overseas Direct
Investment (ODI) framework:

1. Permissible Methods for Outbound Investments
Indian entities and residents can invest abroad using the following methods:
Equity Investments:

« Direct purchase of equity shares in a foreign entity.
e Subscription to equity in new entities.
« Includes instruments that confer voting rights (e.g., convertible preference shares).

Debt Instruments:

o Extending loans to wholly-owned subsidiaries (WOS) or joint ventures (JV) where
the investor holds at least 10% equity.
« Interest on loans must comply with applicable tax and legal requirements.

Guarantees:

« Corporate, personal, or performance guarantees issued on behalf of a foreign entity.
e Subject to overall ODI limits and specific conditions outlined by RBI.

Acquisition through Stock Markets:

o Purchase of foreign-listed securities permitted under the Liberalised Remittance
Scheme (LRS) for individuals.
o Corporate acquisitions on stock exchanges are allowed within specified limits.
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Acquisition by Rights or Bonus Issues:

e Rights shares or bonus shares in existing investments are permitted without additional
approval.

Swap of Shares:

« Exchange of Indian company shares for shares in a foreign entity, subject to prior
approval if the Indian company is unlisted.

Investments through Special Purpose Vehicles (SPVs):

« Routing investments through SPVs is allowed for specific projects, provided
compliance with FEMA and ODI guidelines is ensured.

2. Limits on Outbound Investments
For Indian Entities (Corporate/Non-Corporate):

e Automatic Route:
o Investment is permissible up to 400% of the investor’s net worth as per the
latest audited balance sheet.
e Approval Route:
o Investments exceeding 400% require prior RBI approval.

For Resident Individuals:

e Investment up to USD 250,000 per financial year under the Liberalised Remittance
Scheme (LRS).

« Includes purchases of shares, property, and other permissible capital account
transactions.

Additional Conditions:
o Aggregate investments (equity, loans, guarantees) must not exceed the permissible
limit.
« Investments exceeding limits due to fluctuations in valuation or currency are
generally exempted from penal actions.

3. Reporting Obligations

7@‘3 Crd7505@gmail.com  +91 779 505 0177 21| Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

Pre-Investment:

e« Form ODI (Part 1):
o Filed before remittance for investment.
o Includes details of the foreign entity, investment amount, and funding source.

Post-Investment Reporting:

e Annual Performance Report (APR):
o Submitted annually by December 31 to the Authorized Dealer (AD) Bank.
o Provides operational and financial updates of the foreign entity.

Event-Based Reporting:

e« Form ODI (Part Il):
o For subsequent capital infusions, changes in shareholding, or amendments to
existing investments.
e Form ODI (Part I1I):
o For disinvestment or liquidation of foreign entities.

Non-Compliance Reporting:

o Delayed or non-filing of reports can lead to penalties and restrictions on further
investments.

4. Prohibited Activities
Certain activities and sectors are explicitly restricted under RBI regulations:
Sector-Specific Restrictions:

o Real Estate: Investments in real estate, other than development of townships or
construction of commercial/residential premises, are prohibited.

e Gambling and Lottery: Investments in entities involved in gambling, lottery, or
betting activities are not permitted.

Jurisdictional Restrictions:

e Investments in countries under sanctions or classified as non-compliant with FATF
norms require prior RBI approval.
e These include high-risk or blacklisted jurisdictions.
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Round-Tripping:

e Structures where funds are routed back into India (e.g., investing abroad to reinvest in
Indian entities) are scrutinized and may require RBI approval.

5. Compliance Best Practices
To ensure smooth outbound investment processes:

1. Due Diligence:
o Validate the legality of the target sector and jurisdiction.
2. Timely Filings:
o Adhere strictly to deadlines for ODI-related forms and reports.
3. Proper Documentation:
o Maintain robust records of agreements, valuations, and approvals.
4. Seek Expert Guidance:
o Engage legal and financial advisors for complex transactions or investments in
sensitive jurisdictions.

For further assistance or clarification on any specific case or rule, feel free to ask!
You said:

case references

ChatGPT said:
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Here are illustrative case references to better understand practical applications of the RBI’s
ODI regulations. These cases highlight common scenarios and how RBI’s rules were
interpreted or applied:

Case 1: Investment in a Prohibited Sector (Real Estate)

Scenario:
An Indian company attempted to invest in a foreign entity engaged in real estate speculation,
which included buying and selling undeveloped land for profit.
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Outcome:

o RBI declined the investment under the ODI framework as it violated the prohibition
on real estate investments other than for township development or commercial
premises.

o Lesson: Real estate investments must strictly comply with RBI guidelines to avoid
rejection or penalties.

Case 2: Exceeding ODI Limits

Scenario:

An Indian firm with a net worth of INR 50 crore wanted to invest INR 250 crore in a foreign
subsidiary through equity and loans, exceeding the 400% automatic route threshold (INR 200
crore).

Outcome:

o The company applied for prior approval from the RBI under the approval route.

« RBI granted approval after the firm demonstrated sufficient cash flows and
operational needs to justify the additional investment.

e Lesson: Investments exceeding 400% of net worth require solid justification and prior
RBI approval.

Case 3: Investments in FATF-Listed Jurisdictions

Scenario:
A resident individual wanted to invest in a financial services firm located in a FATF grey-
listed jurisdiction.

QOutcome:

o The individual submitted detailed documentation on the legitimacy of funds and
compliance with the host country’s laws.

« RBI permitted the investment after additional scrutiny and confirmation of adherence
to anti-money laundering laws.

e Lesson: Investments in FATF grey-listed jurisdictions require enhanced due diligence
and explicit approvals.
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Case 4: Failure to File Annual Performance Report (APR)

Scenario:
An Indian company failed to submit the APR for its overseas subsidiary for two consecutive
years due to a lack of operational updates from the subsidiary.

Outcome:

e The RBI imposed penalties for non-compliance under FEMA regulations and
restricted the company from making further investments abroad until APRs were
submitted.

o Lesson: Timely reporting of APR is critical to maintaining compliance and avoiding
penalties.

Case 5: Round-Tripping via SPV

Scenario:
An Indian company used a Singapore-based SPV to invest in an Indian joint venture,
effectively routing funds back into India.

Outcome:

« RBI flagged the transaction during scrutiny, requiring the company to justify the
business rationale.

« The investment was eventually allowed after the company clarified that the SPV was
established for genuine tax and operational efficiencies.

e Lesson: Round-tripping transactions are closely monitored and require strong
documentation and justification.

Case 6: Disinvestment and Repatriation

Scenario:
An Indian firm disinvested its 20% stake in a US-based company but delayed repatriating the
sale proceeds to India.

Outcome:

e RBI penalized the firm under FEMA for failing to repatriate the funds within 90 days.
o The firm later regularized the transaction by seeking compounding of the offense.
o Lesson: Repatriation timelines must be strictly adhered to avoid regulatory action.
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These cases illustrate the importance of meticulous planning, compliance, and documentation
in outbound investments under RBI’s ODI framework. Let me know if you'd like more
examples or detailed analyses!

You said:

Explain in detail RBI's ODI framework

ChatGPT said:

7”}“

P

% &
Thugr e

The Reserve Bank of India (RBI)'s Overseas Direct Investment (ODI) framework governs
outbound investments by Indian entities and residents to ensure alignment with India’s
economic interests, Foreign Exchange Management Act (FEMA), and global regulatory
norms. Here's a detailed overview:

1. Key Definitions

e Overseas Direct Investment (ODI): Investments in a foreign entity with at least 10%
of equity capital or equivalent ownership.

o Foreign Entity: A body corporate, partnership, or similar entity established outside
India.

o Authorized Dealer (AD) Bank: Banks authorized by RBI to facilitate foreign
exchange transactions and oversee ODI compliance.

2. Permissible Methods for ODI
Indian investors can invest abroad using these methods:

1. Equity Investment:
o Direct purchase or subscription to equity shares in a foreign entity.
o Convertible instruments like preference shares or debentures that confer
ownership rights.
2. Loans:
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o Loans can be extended to foreign subsidiaries or joint ventures (JVs) with at
least 10% equity ownership by the Indian investor.
3. Guarantees:
o Corporate guarantees, performance guarantees, and personal guarantees can be
issued, subject to overall ODI limits.
4. Share Swap:
o Exchange of shares in an Indian entity for shares in a foreign entity, subject to
approval.
5. Acquisition via Market Transactions:
o Purchase of foreign-listed securities by resident individuals under the
Liberalised Remittance Scheme (LRS).

3. Limits on Outbound Investments

1. Indian Entities (Companies, LLPs, Partnerships):
o Automatic Route: Investments up to 400% of the net worth (as per the latest
audited balance sheet) are permitted.
o Approval Route: Investments exceeding 400% of the net worth require prior
RBI approval.
2. Resident Individuals:
o Investments up to USD 250,000 annually under the LRS.
o Permitted for shares, real estate, or other financial instruments.
3. Sector-Specific Restrictions:
o Higher scrutiny or restrictions apply to sectors like banking, financial services,
and real estate.

4. Reporting Obligations
Pre-Investment Reporting:

e Form ODI (Part I):
o Filed with the AD Bank before remitting funds abroad.
o Includes investment amount, purpose, and foreign entity details.

Post-Investment Reporting:

e Annual Performance Report (APR):
o Mandatory submission by December 31 each year to the AD Bank.
o Covers financial and operational details of the foreign entity.

« Event-Based Reporting:
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o File updates for additional investments, divestments, or changes in ownership
using Form ODI (Part 1l and I11).

Closure or Disinvestment:

« Disinvestment transactions and repatriation of proceeds must be reported within 30
days.

5. Prohibited Activities
Certain activities and investments are restricted under the ODI framework:

o Real Estate: Speculative real estate activities are prohibited, except for development
projects.

e Gambling and Betting: Investments in gambling, lottery, or similar sectors are
barred.

o FATF-Listed Countries: Investments in jurisdictions under the FATF grey or black
list require RBI approval.

e Round-Tripping: Structures where funds are routed back into India through foreign
entities are scrutinized.

6. Special Scenarios

1. Round-Tripping:
o Investments abroad that reinvest in India are permitted only with RBI
approval.
2. Startups and SPVs:
o Startups can invest abroad for business expansion or research and
development.
o Special Purpose Vehicles (SPVs) can be used for specific project investments.
3. Financial Services:
o Investments in financial services require the Indian entity to be profitable for
the preceding three years and registered with the regulator.

7. Penalties for Non-Compliance

Under FEMA, violations of the ODI framework attract penalties:
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o Late or missed filings (e.g., APR, disinvestment reports) may lead to fines.
« Unauthorized investments or prohibited activities can result in compounding of
offenses or legal action.

8. Practical Considerations for Compliance

o Due Diligence: Assess the target foreign entity’s business, jurisdictional laws, and
sectoral regulations.

o Documentation: Maintain thorough records of agreements, valuations, and regulatory
filings.

« Engage AD Banks: Use AD Banks for guidance on transactions and compliance with
RBI guidelines.

9. Amendments and Updates

RBI periodically revises its ODI guidelines to accommodate changing economic conditions
and global regulatory norms. For the latest updates, consult RBI's Master Directions or
notifications issued in the current financial year.

For specific queries or clarifications, feel free to ask!
You said:

Please explain where the above points are covered- Act, RBI directions or FEM Rules?

ChatGPT said:
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The framework for Overseas Direct Investment (ODI) by Indian entities and residents is
governed by a combination of legislative acts, RBI directions, and rules under the Foreign
Exchange Management Act (FEMA). Below is the detailed mapping of the above points to
their corresponding sources:

1. Acts and Core Legislative Framework
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Foreign Exchange Management Act, 1999 (FEMA):

« FEMA is the principal legislation regulating all cross-border financial transactions,
including ODI.

« Governs foreign exchange transactions, compliance requirements, and penalties for
violations.

2. RBI Directions
Master Direction on Overseas Direct Investment (ODI):

o Issued under FEMA, these Master Directions consolidate rules, procedures, and
reporting requirements.
o Covers:
o Permissible Methods of ODI (e.g., equity, loans, guarantees, swaps).
o Limits on Investments: Outlines automatic and approval routes.
o Prohibited Activities: Specifies restrictions (e.g., real estate, gambling,
round-tripping).
o Reporting Obligations: Pre- and post-investment filings, disinvestment
procedures, and APR requirements.

Periodic Circulars and Notifications:

« RBI issues circulars or notifications to amend or clarify specific provisions (e.g.,
changes in ODI limits, sectoral restrictions, reporting forms).

3. FEMA Rules and Regulations

Foreign Exchange Management (Transfer or Issue of Any Foreign Security)
Regulations, 2004:

o The key regulation detailing procedural requirements and permissible transactions for
ODl.
e Specifies:
o Eligibility criteria for ODI.
o Methods of investment, including equity, loans, and guarantees.
o Reporting requirements, such as Form ODI and APR.

Foreign Exchange Management (Current Account Transactions) Rules, 2000:
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e Regulates permissible current account transactions, including remittances for ODI
under the Liberalised Remittance Scheme (LRS) for individuals.

Foreign Exchange Management (Permissible Capital Account Transactions)
Regulations, 2000:

o Governs capital account transactions related to outbound investments, such as equity
purchases or loans.

FEMA (Non-debt Instruments) Rules, 2019:

« Provides specific rules for equity instruments and shares acquired through ODI.

4. Relevant Sections of FEMA
Section 6 of FEMA:

« Allows RBI to frame rules for current and capital account transactions.
o Authorizes outbound investments within prescribed limits and conditions.

Section 13 of FEMA:

« Provides penalties for non-compliance with ODI guidelines, such as failure to report
or exceeding investment limits.

5. Sector-Specific Regulations
SEBI Guidelines:

« If ODI involves listed Indian entities, compliance with SEBI (Securities and
Exchange Board of India) regulations is mandatory, especially for share swaps.

Industry-Specific Approvals:

« Investments in sensitive sectors (e.g., financial services, real estate) may require prior
clearance under FEMA and RBI regulations.

6. Compliance and Reporting
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e Form ODI: Specified under the Master Direction on ODI.
e APR and Event-Based Reporting: Mandated by Transfer or Issue of Any Foreign
Security Regulations, 2004 and consolidated under the RBI Master Direction.

7. Prohibited Activities and Restricted Jurisdictions

« Prohibitions (real estate, gambling, etc.) and FATF-compliance requirements are
covered in:
o RBI Master Direction on ODI.
o Notifications on non-compliant jurisdictions under FEMA.

By following these Acts, directions, and rules, entities can ensure compliance with the legal
framework governing ODI. Let me know if you need references to specific clauses or
sections!

You said:

Is Foreign Exchange Management (Transfer or Issue of Any Foreign Security) Regulations,
2004 still valid?

ChatGPT said:
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The Foreign Exchange Management (Transfer or Issue of Any Foreign Security)
Regulations, 2004 (Notification No. FEMA 120/RB-2004) were the primary regulations
governing overseas direct investments (ODI) by Indian residents. However, in August 2022,
the Government of India, in consultation with the Reserve Bank of India (RBI), introduced a
revised regulatory framework to simplify and align the rules with current business and
economic dynamics.

This comprehensive overhaul led to the Foreign Exchange Management (Overseas
Investment) Rules, 2022 and the Foreign Exchange Management (Overseas Investment)
Regulations, 2022, which subsumed the previous regulations, including the 2004
notification.

Press Information Bureau
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Therefore, the 2004 regulations have been superseded and are no longer in effect. The current
framework for overseas investments is now governed by the 2022 rules and regulations.

For the most accurate and up-to-date information, it's advisable to consult the latest
notifications and circulars issued by the RBI and the Ministry of Finance.

Sources

B,

You said:

Please elaborate on the now superceded Rules

ChatGPT said:
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The Foreign Exchange Management (Transfer or Issue of Any Foreign Security)
Regulations, 2004 (FEMA 120/RB-2004), which governed overseas investments by Indian
residents and entities, was the cornerstone of the Reserve Bank of India's (RBI) ODI
framework until it was replaced by the Foreign Exchange Management (Overseas
Investment) Rules, 2022 and Regulations, 2022. Here's an overview of the 2004 regulations
and their key provisions:

Purpose of FEMA 120/RB-2004
The 2004 regulations were designed to:

1. Regulate outbound investments by Indian residents in foreign securities.

2. Specify permissible methods and limits for investments.

3. Define reporting obligations to ensure compliance with the Foreign Exchange
Management Act, 1999 (FEMA).

Key Provisions of FEMA 120/RB-2004

1. Eligibility
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« Indian Entities:

o Companies, partnership firms, and LLPs could invest abroad.
e Resident Individuals:

o Permitted under the Liberalised Remittance Scheme (LRS).

2. Permissible Investments
Outlined permissible forms of outbound investment:

o Equity capital in foreign entities.
o Loans or guarantees to foreign subsidiaries or joint ventures (JVs).
« Investments through special purpose vehicles (SPVs).

3. Limits on Investment

e Automatic Route:
o Investment up to 400% of net worth for eligible Indian entities.
o LRS limit for resident individuals: USD 250,000 annually.
e Approval Route:
o Exceeded 400% of net worth or for investments in restricted
jurisdictions/sectors.

4. Prohibited Activities

e Investments in:
o Real estate (except for development projects).
o Gambling, lottery, and other speculative activities.
o Jurisdictions identified as non-compliant with FATF norms.

5. Reporting Requirements

e Form ODI:

o Required for pre-investment approval and post-investment updates.
e Annual Performance Report (APR):

o Mandatory annual reporting of foreign entity operations.
o Event-Based Reporting:

o For changes in shareholding, structure, or disinvestment.

6. Guarantees and Loans

o Corporate guarantees or loans were permitted, provided they aligned with the ODI
limits and were directly tied to equity investments.

7. Jurisdictional Restrictions
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e Investments in certain countries (e.g., FATF-listed jurisdictions) required prior RBI
approval.

8. Penalties for Non-Compliance

o Non-adherence to the 2004 regulations attracted penalties under Section 13 of FEMA,
including fines and restrictions on future investments.

Transition to the 2022 Framework

The FEMA (Overseas Investment) Rules, 2022 and Regulations, 2022 replaced the 2004
regulations to:

1. Simplify procedures for outbound investments.
2. Introduce a unified and comprehensive framework for foreign investments.
3. Align India’s ODI framework with global standards and FATF recommendations.

Key Changes in the 2022 Rules

Consolidation of multiple regulations into a unified framework.
Clearer definitions of permissible and prohibited investments.
Streamlined reporting requirements using updated digital systems.
Simplified rules for startups and SPVs.

Mo RE

While the 2004 regulations are now obsolete, their principles laid the groundwork for India’s
evolving ODI framework. Let me know if you need specifics about the 2022 rules or a
comparison with the 2004 regulations!

You said:

My expectation was on the Rules that superceded the previous ones

ChatGPT said:
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The Foreign Exchange Management (Overseas Investment) Rules, 2022 and the Foreign
Exchange Management (Overseas Investment) Regulations, 2022 were introduced to
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replace the earlier Foreign Exchange Management (Transfer or Issue of Any Foreign
Security) Regulations, 2004. These new rules and regulations are a comprehensive overhaul,
designed to streamline and modernize India's Overseas Direct Investment (ODI) framework.
Here's a detailed explanation:

1. Foreign Exchange Management (Overseas Investment) Rules, 2022

These rules, notified by the Ministry of Finance, provide the overarching framework for
outbound investments. They are applicable to:

e Indian entities (companies, LLPs, etc.).
e Resident individuals under the Liberalised Remittance Scheme (LRS).

Key Provisions:

1. Definitions:
o Introduced terms like "Overseas Direct Investment,” "Overseas Portfolio
Investment,” and "Foreign Entity" for better clarity.
2. Permitted Investments:
o Overseas Direct Investment (ODI):
= Minimum 10% ownership in equity capital.
o Overseas Portfolio Investment (OPI):
= Investments not qualifying as ODI, such as small shareholdings.
3. Automatic Route:
o Investments up to 400% of the net worth of the Indian entity (as per the latest
audited balance sheet) can be made without prior RBI approval.
4. Approval Route:
o Required for:
= Investments beyond 400% of net worth.
= Investments in prohibited sectors or non-compliant jurisdictions.
5. Sectoral Restrictions:
o Prohibited investments include gambling, betting, and real estate (except
development projects).
6. Special Provisions for Startups:
o Startups can now make outbound investments in startups abroad under relaxed
conditions.

2. Foreign Exchange Management (Overseas Investment) Regulations, 2022
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These regulations, issued by the Reserve Bank of India (RBI), complement the Rules by
providing operational details and procedural requirements.

Key Provisions:

1. Eligibility Criteria:
o Defines eligibility for ODI and OPI.
o Resident individuals can invest abroad under the LRS up to USD 250,000
annually.
2. Permitted Methods:
o Equity capital.
o Debt (loans).
o Guarantees issued on behalf of a foreign entity.
o Share swaps.
3. Prohibited Activities:
o Investments in countries under international sanctions.
o Transactions involving round-tripping (investments routed back to India)
unless explicitly approved by RBI.
4. Obligations for Indian Investors:
o Maintain ownership or control in the foreign entity.
o Ensure compliance with local laws and anti-money laundering regulations.

3. Reporting Requirements

1. Pre-Investment:
o File Form FC (for ODI) with the Authorized Dealer (AD) Bank before
remittance.
o Disclose details of the foreign entity, funding source, and investment purpose.
2. Annual Performance Reports (APR):
o Mandatory annual submission by December 31 for each foreign entity.
o Details operational and financial status.
3. Event-Based Reporting:
o Report changes like additional investments, disinvestment, or changes in
structure within specified timelines.
4. Disinvestment:
o Report within 30 days of divestment or liquidation.
o Repatriate proceeds to India within 90 days.

4. Simplifications and Key Differences from 2004 Regulations
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1. Categorization:

o Clear distinction between ODI and OPI.

o Simplified rules for resident individuals investing through LRS.
2. Startup Investments:

o Startups in India can invest in overseas startups without traditional thresholds.
3. Digital Filing:

o Streamlined reporting through digital systems for better compliance tracking.
4. Round-Tripping:

o Permitted only under the approval route with detailed justification.

Key Changes Introduced:

Simplified definitions and categorization.

Enhanced flexibility for startups and small investors.

Better alignment with global standards like FATF guidelines.
Introduction of stricter compliance and reporting mechanisms.

A

The Overseas Investment Rules, 2022 and Regulations, 2022 represent a forward-looking
regulatory approach. If you'd like a comparison with the old framework or insights on
specific aspects, feel free to ask!

You said:

Yes

ChatGPT said:
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Here’s a comparison of the old and new frameworks to understand how the Foreign
Exchange Management (Overseas Investment) Rules, 2022 and Regulations, 2022
improve upon the earlier 2004 regulations:

1. Categorization of Investments
2004 Regulations:

e Investments were broadly classified as Overseas Direct Investment (ODI).
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e No clear distinction between ODI and other forms of investments like portfolio
investments.

2022 Rules and Regulations:

e Introduced Overseas Direct Investment (ODI) and Overseas Portfolio Investment
(OPI):
o ODI: Investment in equity capital of a foreign entity with at least 10% voting
power or equivalent ownership.
o OPI: Any overseas investment not qualifying as ODI (e.g., small
shareholdings, bonds).

2. Automatic and Approval Routes

2004 Regulations:

e Investment up to 400% of net worth under the automatic route.

o Exceeding this limit required prior RBI approval.
« Approval also required for investments in restricted sectors or jurisdictions.

2022 Rules and Regulations:

« Retained the 400% net worth limit for automatic route.

o Introduced specific criteria for approval route:
o Investments in FATF grey/black-listed jurisdictions.
o Transactions involving round-tripping.

3. Permitted Investments

2004 Regulations:

e Focused on equity investments, loans, and guarantees.
o Limited flexibility for new business models or startups.

2022 Rules and Regulations:

o Broadened scope:
o Allowed Indian startups to invest in overseas startups under relaxed norms.

o Simplified rules for investments through Special Purpose Vehicles (SPVs).
o Recognized new instruments like share swaps.
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4. Prohibited Activities
2004 Regulations:

e Prohibited:
o Investments in real estate (except development projects).
o Gambling, betting, and lottery.

2022 Rules and Regulations:

o Retained prohibitions on gambling and speculative investments.
o Expanded restrictions to ensure compliance with international norms:
o Prohibited investments in jurisdictions under sanctions or FATF blacklists.

5. Reporting Obligations
2004 Regulations:

e Mandatory pre- and post-investment filings via Form ODI.
e Annual Performance Report (APR): Submitted by December 31 each year.

2022 Rules and Regulations:

o Streamlined digital reporting requirements:
o Form FC (Foreign Currency Transactions) for ODI transactions.
o Event-based and annual filings to ensure real-time compliance.
o Improved APR requirements with additional data points for better
transparency.

6. Special Considerations for Startups
2004 Regulations:

« No dedicated provisions for startups.
o Same rules applied to all entities.

2022 Rules and Regulations:
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e Introduced flexible norms for startups:
o Indian startups can invest abroad in foreign startups.
o Simplified procedural requirements.

7. Round-Tripping
2004 Regulations:

o Investments involving round-tripping were generally prohibited.
e No clear definition or guidance for such transactions.

2022 Rules and Regulations:

o Defined round-tripping and allowed under approval route:
o Investments must demonstrate a legitimate business purpose.
o Detailed reporting and justification required.

8. Simplification and Digital Integration
2004 Regulations:

e Manual and paper-based filings, leading to delays and inconsistencies.
« Limited use of digital platforms for compliance tracking.

2022 Rules and Regulations:

e Introduced end-to-end digital reporting through RBI’s AD banks.
« Simplified processes for startups, SPVs, and individual investors.

Key Takeaways
The 2022 framework introduces greater clarity, flexibility, and compliance standards:

1. Aligns with global practices like FATF recommendations.
2. Simplifies processes for modern business structures (e.g., startups, SPVs).
3. Enhances monitoring with digital reporting.

Would you like insights on any specific provision, or further comparison?
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You said:

What are the various Financial products through which ODI/OPI could be invested

ChatGPT said:
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Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI) can be made
through various financial products as permitted under the Foreign Exchange Management
(Overseas Investment) Rules, 2022 and related regulations. Below is a list of these products,
categorized by ODI and OPI:

1. Financial Products for ODI

ODI involves significant ownership or control (minimum 10% of voting rights) in a foreign
entity. Investments can be made in the following:

A. Equity Instruments

1. Equity Shares:

o Direct purchase of shares in a foreign entity.
2. Convertible Instruments:

o Convertible preference shares.

o Convertible debentures or bonds.

B. Debt Instruments

1. Loans to Foreign Entities:

o Loans extended to joint ventures (JVs) or wholly-owned subsidiaries (WQOS).
2. Debt Securities:

o Debentures or bonds issued by the foreign entity.
3. Promissory Notes:

o 1OUs or similar debt commitments.

C. Derivative Products

o Share swaps: Exchange of shares in an Indian entity with shares in a foreign entity
(subject to approval).
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D. Other Instruments

1. Capital Contributions:
o Contributions to partnership firms or LLCs (Limited Liability Companies)

abroad.

2. SPVs (Special Purpose Vehicles):
o Investments routed through SPVs for specific projects or acquisitions.

2. Financial Products for OPI

OPI involves investment in foreign securities that do not confer significant control or
ownership. It is primarily used for smaller or passive investments.

A. Equity Products

1. Shares:
o Equity shares in listed or unlisted foreign companies (without the 10%

threshold).
2. Exchange-Traded Funds (ETFs):
o Investments in ETFs tracking foreign indices.

B. Fixed-Income Products

1. Government Bonds:
o Sovereign bonds issued by foreign governments.

2. Corporate Bonds:
o Bonds issued by foreign corporates.

3. Treasury Bills:
o Short-term securities issued by foreign governments.

C. Mutual Funds and ETFs

e Foreign Mutual Funds:
o Investments in actively or passively managed foreign funds.

e ETFs:
o Exchange-traded funds listed on international stock exchanges.

D. Alternative Investments

1. Real Estate Investment Trusts (REITS):
o Investment in income-generating real estate projects abroad.

2. Infrastructure Investment Trusts (InvITs):
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o Investments in infrastructure projects or funds.

3. Special Considerations
For Individuals:

e Investments under the Liberalised Remittance Scheme (LRS) allow resident
individuals to invest in:
o Foreign stocks.
o Bonds.
o Property abroad (subject to restrictions).

For Startups:

« Indian startups can invest in foreign startups through equity or convertible
instruments, leveraging relaxed ODI rules.

For SPVs:

e Investments through SPVs can involve equity, debt, or hybrid instruments, depending
on the specific purpose or project.

4. Prohibited or Restricted Products
Certain financial products are restricted under ODI/OPI rules:

e Gambling and Lottery Products.
e Speculative Investments (e.g., derivatives used for speculation).
« Investments in prohibited jurisdictions or sectors.

5. Hybrid Products
Some products may combine debt and equity characteristics, such as:

e Convertible bonds.
o Hybrid securities issued by foreign entities.
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Conclusion

Investors have a wide range of financial products to choose from for ODI/OPI, depending on
their investment goals and the applicable regulatory framework. The choice of product should
align with the investor's strategy while complying with RBI guidelines and host country laws.

Let me know if you'd like more details on any of these products!
You said:

Please list down the Secretarial and Governance steps to comply with regard to each of the
aforesaid investment opportunities

ChatGPT said:
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When making investments under the Overseas Direct Investment (ODI) and Overseas
Portfolio Investment (OPI) frameworks, adherence to secretarial and governance
procedures is critical for regulatory compliance. Below are the secretarial and governance
steps to comply with each investment opportunity:

1. Equity Instruments (ODI)
Investment Opportunities:

e Equity shares.
o Convertible preference shares.
e Share swaps.

Steps to Comply:

1. Board Approval:
o Obtain approval from the board of directors through a resolution.
o Ensure alignment with the company’s Memorandum of Association (MOA).
2. Shareholder Approval:
o If required by law or articles of association, obtain shareholder approval
through a special resolution.
3. Filing with RBI:
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Submit Form ODI (Part 1) through the Authorized Dealer (AD) Bank before
remitting funds.

Include details like the foreign entity, investment structure, and funding
source.

4. Contract Documentation:

o Execute agreements for the purchase of shares or convertible instruments.

o Ensure compliance with valuation guidelines.
5. Reporting:
o File Annual Performance Report (APR) annually by December 31.

o Report any additional investments or changes in shareholding using Form ODI
(Part 11).

2. Debt Instruments (ODI)
Investment Opportunities:

« Loans to foreign entities.
o Debt securities.
e Promissory notes.

Steps to Comply:

1. Approval Process:

o Obtain board approval for the loan or issuance of guarantees.

o Justify the necessity of the debt investment in board minutes.
2. RBI Compliance:

o File Form ODI for loan remittance.

o Comply with interest rate and repayment guidelines prescribed by RBI.
3. Documentation:

o Draft and execute loan agreements or promissory notes.

o Ensure compliance with host country’s laws.
4. Reporting:

@)

Report loan disbursements and repayments to RBI through the AD Bank.

3. Equity and Debt Hybrid Instruments

Investment Opportunities:

« Convertible bonds.
o Other hybrid securities.
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Steps to Comply:

1. Corporate Approvals:
o Obtain necessary board and shareholder approvals.
o Confirm the hybrid nature of the instrument and its permissibility under the
ODlI rules.
2. RBI Filing:
o File Form ODI and provide specifics about the hybrid instrument (e.g.,
conversion terms).
3. Monitoring:
o Track the timeline for conversion or redemption to ensure compliance.

4. Exchange-Traded Securities (OPI)
Investment Opportunities:

o Foreign-listed shares.
e Exchange-traded funds (ETFs).

Steps to Comply:

1. Investment Limit Monitoring:
o Ensure investments fall within the OPI limits (USD 250,000 under LRS for
individuals).
o Track aggregate portfolio exposure.
2. Filing Requirements:
o No pre-approval filing for individual investors; corporate investors may need
to file Form ODI if it involves OPI by entities.
3. Record Keeping:
o Maintain records of all transactions, including broker confirmations.

5. Mutual Funds and Bonds (OPI)
Investment Opportunities:

e Foreign mutual funds.

e Sovereign bonds.

o Corporate bonds.

Steps to Comply:
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1. Approval and Strategy:
o Corporate entities must document investment strategy and obtain board

approval.
o Individuals can invest directly under LRS.
2. Reporting:

o File details of portfolio investments with the AD Bank, if applicable.
o Maintain regular updates for tax compliance.

6. SPVs (Special Purpose Vehicles)
Investment Opportunities:

o Routing investments for specific projects.
« Equity and debt instruments through SPVs.

Steps to Comply:

1. Formation and Compliance:
o Setup the SPV in the host country.
o Ensure adherence to local incorporation and compliance laws.
2. Approvals:
o Obtain specific approval for SPV structures, especially if it involves round-
tripping.
3. Filing:
o File Form ODI for investment in the SPV.
o Monitor the use of funds through the SPV.

7. Startups
Investment Opportunities:

« Equity and convertible instruments in foreign startups.
Steps to Comply:

1. Board Resolutions:
o Document the rationale for investing in startups.
o Approve funding and execution of agreements.
2. Reporting:
o File Form ODI with the AD Bank and update reports regularly.
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3. Governance:
o Ensure startup investments align with company policies and strategic
objectives.

8. Real Estate Investment Trusts (REITs) and InvITs

Investment Opportunities:

e Income-generating properties or infrastructure investments.
Steps to Comply:

1. Due Diligence:

o Assess the legality and compliance of the REIT/InvIT in the host country.
2. Board and Investor Approvals:

o Obtain necessary resolutions for investment in REITs/InvITs.
3. RBI Reporting:

o Report REIT/InvIT transactions as per ODI or OPI guidelines.

General Governance Steps Across All Opportunities

1. Tax Compliance:
o Ensure adherence to Indian tax laws for outbound investments.
o Withhold applicable taxes at source for repatriations.
2. Anti-Money Laundering (AML) Compliance:
o Conduct due diligence on the foreign entity.
o Maintain records for compliance audits.
3. Periodic Monitoring:
o Regularly monitor the foreign entity’s performance.
o Conduct internal audits to ensure compliance with RBI and FEMA guidelines.
4. Repatriation of Proceeds:
o Ensure timely repatriation of returns or sale proceeds to India.

By following these steps, Indian investors can ensure regulatory compliance and effective
governance while leveraging ODI and OPI opportunities. Let me know if you'd like a deeper
dive into any specific investment type!

You said:

Documents/forms/returns etc - please provide drafts for each
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ChatGPT said:
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Here’s an outline of the key documents, forms, and returns required for compliance with
Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI). Draft
templates for these can vary by specifics, but I’ll provide a clear breakdown of their purposes
and suggested inclusions.

1. Pre-Investment Documentation
a. Board Resolution

e Purpose: Approval for making overseas investment.

e Key Inclusions:
o Details of the foreign entity (name, jurisdiction, business activity).
o Amount of investment and its mode (equity, loan, guarantee).
o Justification for the investment.

b. Shareholder Resolution (if required)

e Purpose: Approval for substantial investments exceeding thresholds as per Articles of
Association (AoA) or applicable law.
« Key Inclusions:
o Investment specifics.
o Confirmation that it aligns with company objectives.

c. Form FC (Foreign Currency Transaction)

e Submitted to the Authorized Dealer (AD) Bank before remittance.
o Key Inclusions:

o Details of remitting entity and foreign entity.

o Amount to be remitted and purpose.

o Source of funds.

2. Reporting During Investment

a. Form ODI (Part 1)
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e Purpose: Initial reporting of the investment to RBI via the AD Bank.

e Key Inclusions:
o Details of the Indian investor and the foreign entity.
o Nature and amount of investment (e.g., equity, loan, guarantee).
o Copy of board resolution, agreements, and valuation reports.

b. Valuation Report

« Required for equity investments or disinvestment.

e Prepared by:
o Chartered Accountant (CA) for unlisted securities.
o Registered valuer or independent professional.

c. Share Purchase/Loan Agreements

e Purpose: Contractual agreement for the transaction.
e Key Inclusions:
o Parties involved.
o Terms of equity subscription or loan disbursal.
o Conditions for repayment or return on investment.

3. Post-Investment Reporting
a. Annual Performance Report (APR)

e Due: By December 31 each year.

e Purpose: Report the financial and operational status of the foreign entity.

« Key Inclusions:
o Financial statements of the foreign entity.
o Details of any additional investments or changes.

b. Event-Based Reporting (Form ODI Part Il & 111)

e Use Cases:
o Additional capital infusion.
o Changes in shareholding structure.
o Disinvestment or liquidation.
o Key Inclusions:
o Updated shareholding details.
o Financial impact of the event.

c. Form FC-GPR (For Resident Individuals)
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e Purpose: Reporting investments made under the Liberalised Remittance Scheme

(LRS).
e Key Inclusions:
o Amount invested.
o Details of the foreign securities acquired.

4. Disinvestment and Exit Documentation
a. Disinvestment Reporting Form (Form ODI Part 111)

o Submitted within 30 days of disinvestment or liquidation.
« Key Inclusions:

o Sale proceeds and buyer details.

o Reasons for disinvestment.

b. Repatriation Certificate

e Purpose: Proof of funds repatriated to India.
e Key Inclusions:

o Amount received.

o Conversion details.

c. No-Objection Certificate (NOC)

o If required, obtained from the AD Bank to certify compliance.

5. Returns for Special Transactions

a. Form FC-TRS

e Purpose: Transfer of shares between resident and non-resident.

« Key Inclusions:
o Details of transferor and transferee.
o Valuation and transaction details.

b. Guarantees Reporting Form
e Purpose: Reporting issuance of guarantees to foreign entities.

« Key Inclusions:
o Guarantee amount.
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o Beneficiary and purpose.

Draft Formats

Here are suggestions for formats:

Draft: Board Resolution

less

Copy code

BOARD RESOLUTION
Date: [Insert Date]

RESOLVED THAT approval be and is hereby accorded for the investment of USD
[Amount] in [Foreign Entity Name], located in [Jurisdiction], through
[Equity/Loan/Guarantee] .

RESOLVED FURTHER THAT [Authorized Signatory’s Name], [Designation], be and
is hereby authorized to execute necessary agreements and file required
forms with the Authorized Dealer Bank.

By Order of the Board
[Signature]
[Name and Designation]

Draft: Shareholder Resolution

vbnet

Copy code

SHAREHOLDER RESOLUTION
Date: [Insert Date]

RESOLVED THAT the consent of the shareholders be and is hereby accorded for
the investment in [Foreign Entity Name], through [Equity/Loan/Guarantee] up
to USD [Amount], as per the provisions of the Articles of Association.
RESOLVED FURTHER THAT necessary filings be made with the RBI.

By Order of the Chairman

[Signature]
[Name]

Draft: Form ODI (Part 1)
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Details can include:

1. Basic Information:
o Name and PAN of the Indian entity.
o AD Bank details.
2. Investment Details:
o Amount.
o Type of investment.
o Foreign entity specifics.
3. Attachments:
o Board resolution.
o Valuation report.
o Financials.

If you need tailored drafts or templates for any specific document, let me know!
You said:

need tailored drafts & templates for each of the above specific documents

ChatGPT said:
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Here are tailored drafts and templates for the key documents and forms required for
Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI) compliance.
Each template is customized based on the standard requirements under the Foreign
Exchange Management (Overseas Investment) Rules, 2022 and related regulations.

1. Board Resolution

Template: Approval for Overseas Investment

vbnet

Copy code

[On Company Letterhead]
BOARD RESOLUTION

Date: [Insert Date]
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CERTIFIED TRUE COPY OF THE RESOLUTION PASSED AT THE MEETING OF THE BOARD OF
DIRECTORS OF [COMPANY NAME] HELD ON [DATE] AT [LOCATION].

RESOLVED THAT pursuant to the provisions of the Companies Act, 2013, FEMA,
1999, and the Foreign Exchange Management (Overseas Investment) Rules,
2022, the Board hereby approves an investment of USD [Amount] in [Foreign
Entity Name], located at [Jurisdiction], by way of [Equity/Loan/Guarantee].

RESOLVED FURTHER THAT Mr./Ms. [Name], [Designation], be and is hereby
authorized to execute all necessary agreements, file requisite forms (Form
ODI) with the Authorized Dealer Bank, and take all necessary actions to
complete the investment.

RESOLVED FURTHER THAT this investment aligns with the objectives of the
company as stated in its Memorandum of Association.

By Order of the Board,
[Authorized Signatory]
[Name & Designation]

2. Shareholder Resolution

Template: Approval by Shareholders

vbnet

Copy code

[On Company Letterhead]

EXTRAORDINARY GENERAL MEETING RESOLUTION
Date: [Insert Date]

CERTIFIED TRUE COPY OF THE RESOLUTION PASSED AT THE EXTRAORDINARY GENERAL
MEETING OF [COMPANY NAME] HELD ON [DATE] AT [LOCATION].

RESOLVED THAT pursuant to the provisions of Section [Applicable Section] of
the Companies Act, 2013, and the Articles of Association of the Company,
consent of the shareholders be and is hereby accorded for the investment in
[Foreign Entity Name], located at [Jurisdiction], by way of
[Equity/Loan/Guarantee] amounting to USD [Amount].

RESOLVED FURTHER THAT the Board of Directors be and is hereby authorized to
take all necessary steps for implementing the investment, including filing
of statutory forms with the RBI and entering into agreements with the
foreign entity.

By Order of the Chairman,

[Authorized Signatory]
[Name & Designation]

3. Form ODI (Part I)
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Template: Basic Structure

markdown
Copy code
FORM ODI (Part I) - INITIAL INVESTMENT REPORT

1. **Details of the Indian Entity**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

2. **Details of the Foreign Entity**:
- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Nature of Business: [Specify Business Activity]

3. **Investment Details*~*:
- Amount: USD [Amount]
- Mode: [Equity/Loan/Guarantee]
- Source of Funds: [Internal Accruals/Debt/Other Sources]

4. **Attachments**:
- Certified Copy of Board Resolution
- Valuation Report
- Share Purchase/Loan Agreement
Certified by,

[Name & Designation]
[Authorized Signatory]

4. Annual Performance Report (APR)

Template: Submission to AD Bank

sgl

Copy code

[On Company Letterhead]

Date: [Insert Date]

TO: [Authorized Dealer Bank Name]

Subject: Submission of Annual Performance Report (APR) for ODI

Dear Sir/Madam,

In accordance with the provisions of the Foreign Exchange Management
(Overseas Investment) Rules, 2022, please find below the Annual Performance

Report for the financial year ending [Insert Date]:

1. **Details of the Foreign Entity**:
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- Name: [Foreign Entity Name]
- Address: [Foreign Entity Address]

2. **Qperational Details**:
- Net Profit/Loss: [Insert Amount]
- Total Revenue: [Insert Amount]

Q

- Shareholding by Indian Entity: [Insert %]

3. **Financial Attachments**:
- Audited Financial Statements of the Foreign Entity.
- Reconciliation Statement (if applicable).

We confirm that the foreign entity is operational and compliant with local
laws.

Yours faithfully,
[Name & Designation]
[Authorized Signatory]

5. Disinvestment Reporting Form (Form ODI Part 111)

Template: Disinvestment Report

less
Copy code
FORM ODI (Part III) - REPORTING OF DISINVESTMENT

1. **Details of the Indian Entity**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

2. **Details of the Foreign Entity**:
- Name: [Foreign Entity Name]
- Address: [Foreign Entity Address]

3. **Details of Disinvestment**:
- Sale Amount: USD [Insert Amount]
- Date of Transaction: [Insert Date]
- Buyer Details: [Name and Address of Buyer]

4, **Repatriation Details**:
- Amount Repatriated: USD [Insert Amount]

- Date of Repatriation: [Insert Date]
- Bank Details: [Bank Name, Account Number]
Attachments:

- Copy of Sale Agreement.
- Proof of Repatriation.
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Certified by,
[Name & Designation]
[Authorized Signatory]

6. Valuation Report

Template: Prepared by Chartered Accountant
less

Copy code

VALUATION REPORT

Date: [Insert Date]

Subject: Valuation of [Foreign Entity Name]

We, [Firm Name], Chartered Accountants, have conducted an independent
valuation of [Foreign Entity Name], located at [Address], as of [Valuation
Date].

**Summary of Valuation**:
- Total Equity Value: USD [Insert Amount]
- Methodology Used: [DCF/Comparable Companies/Other Method]

The valuation complies with FEMA regulations and the Foreign Exchange
Management (Overseas Investment) Rules, 2022.

Certified by,
[CA Name & Membership Number]
[Firm Name]

7. Repatriation Certificate

Template: Bank Confirmation

less

Copy code

[On Bank Letterhead]
Date: [Insert Date]

TO WHOMSOEVER IT MAY CONCERN
This is to certify that [Indian Entity Name] has repatriated an amount of
USD [Amount] on [Date], received from [Foreign Entity Name], into the

account held with [Bank Name].

Details of Transaction:
- Beneficiary Account: [Account Number]
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- SWIFT/IBAN: [Insert Details]

Authorized Signatory,
[Bank Official Name]

Let me know if you need editable versions or additional formats!
You said:

Please list down RBI FAQs on the above, which now could have been replaced by FEM
Rules

ChatGPT said:
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The Reserve Bank of India (RBI) has historically provided guidance on Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI) through various Frequently
Asked Questions (FAQs). With the introduction of the Foreign Exchange Management
(Overseas Investment) Rules, 2022, many of these FAQs have been superseded or
integrated into the new regulatory framework.

Key Areas Previously Addressed in RBI FAQs:

1. Eligibility Criteria: Clarifications on which entities and individuals qualify to make
ODI or OPI.

2. Investment Limits: Details on permissible investment ceilings for both ODI and OPI.

3. Procedural Guidelines: Step-by-step instructions on the process of making overseas
investments, including necessary approvals and documentation.

4. Reporting Requirements: Information on mandatory filings, timelines, and forms
associated with overseas investments.

5. Prohibited Activities: Lists of sectors or activities where overseas investments were
restricted or prohibited.

6. Compliance Obligations: Guidance on adherence to Anti-Money Laundering (AML)
standards, Financial Action Task Force (FATF) norms, and other regulatory
compliances.

Transition to the 2022 Framework:

The Foreign Exchange Management (Overseas Investment) Rules, 2022 have
consolidated and updated the guidelines related to overseas investments. This comprehensive
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framework has rendered many of the previous FAQs obsolete, as the new rules provide
detailed and updated information on:

o Definitions and Classifications: Clear distinctions between ODI and OPI, along with
precise definitions.

e Permissible Instruments: Expanded lists of financial instruments through which
investments can be made.

o Automatic and Approval Routes: Revised criteria for investments under automatic
approval and those requiring prior RBI consent.

e Reporting and Compliance: Enhanced digital reporting mechanisms and compliance
requirements.

Accessing Updated Information:

For the most current and detailed guidelines on overseas investments, stakeholders are
advised to refer directly to the Foreign Exchange Management (Overseas Investment)
Rules, 2022 and the accompanying regulations and directions issued by the RBI. These
documents provide comprehensive information, ensuring compliance with the latest
regulatory standards.

Note: While the new rules have streamlined and updated the regulatory landscape, it's
essential to consult the latest official RBI notifications and circulars for any subsequent
amendments or clarifications.

RBI Issues Framework for Reclassification of FPI to FDI

-'-:;'.' 1;-‘-Reuters
India cenbank issues operational framework for reclassification of FPI to FDI
53 days ago

Sources

You said:

Introduction to ODI and OPI

ChatGPT said:
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Introduction to Overseas Direct Investment (ODI) and Overseas Portfolio
Investment (OPI)

The Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI)
frameworks regulate outbound investments by Indian residents and entities, ensuring
alignment with India’s economic policies and global standards. These frameworks are
governed by the Foreign Exchange Management Act (FEMA), 1999, the Foreign
Exchange Management (Overseas Investment) Rules, 2022, and related regulations issued
by the Reserve Bank of India (RBI).

1. Overseas Direct Investment (ODI)

Definition:
ODI involves investments by Indian entities or individuals in equity capital (or equivalent) of
a foreign entity that confer ownership or control rights.

Key Features:

1. Ownership Threshold:
o Atleast 10% of voting rights or equivalent ownership in the foreign entity is
required for an investment to qualify as ODI.
2. Eligible Instruments:
o Equity shares.
o Convertible preference shares.
o Other instruments with voting rights.
3. Purpose:
o Establishing or expanding business operations abroad.
o Forming joint ventures (JVs) or wholly-owned subsidiaries (WOS).
4. Routes:
o Automatic Route: Permitted up to 400% of net worth without RBI approval.
o Approval Route: Investments exceeding limits or in restricted
sectors/jurisdictions require RBI approval.
5. Compliance:
o Pre-investment reporting through Form ODI.
o Annual Performance Report (APR) to monitor the performance of the foreign
entity.

2. Overseas Portfolio Investment (OPI)
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Definition:
OPI involves passive investments in foreign securities that do not confer ownership or control
rights. It is primarily intended for smaller, non-controlling stakes in foreign entities.

Key Features:

1. Ownership Threshold:
o Investments not meeting the ODI criteria (less than 10% of voting rights).
2. Eligible Instruments:
o Shares in foreign-listed companies.
o Bonds (sovereign and corporate).
o Exchange-traded funds (ETFs).
o Mutual funds.
3. Purpose:
o Portfolio diversification.
o Gaining exposure to foreign financial markets.
4. Limits:
o For Resident Individuals:
= Investments allowed under the Liberalised Remittance Scheme (LRS)
up to USD 250,000 per financial year.
o For Indian Entities:
= Investments permitted as per the overall ODI and OPI framework.
5. Compliance:
o Simplified reporting requirements.
o No active management or ownership control obligations.

Comparison of ODI and OPI

Aspect ODlI OPI
Ownership > 10% voting rights or control < 10% voting rights
Purpose Business operations, JVs, WOS Portfolio diversification

- Equity, convertible instruments, Shares, bonds, ETFs, mutual
Eligible Instruments
loans funds
Compliance Pre- and post-investment reporting, .. ... .
. Simplified reportin
Requirements APR P P g
Risk Profile Higher (due to ownership/control) Lower (passive investment)

Importance of ODI and OPI
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1. Economic Growth:
o Facilitates Indian entities' expansion into global markets.
o Encourages the transfer of technology and skills.
2. Portfolio Diversification:
o Provides investors with access to foreign markets and asset classes.
3. Alignment with Global Norms:
o Ensures compliance with international regulations like FATF standards.

Conclusion

ODI and OPI frameworks provide a structured approach for Indian entities and individuals to
participate in global investment opportunities. They balance the need for outward investment
with regulatory safeguards to ensure economic stability and compliance. For further details,
the Foreign Exchange Management (Overseas Investment) Rules, 2022 serve as the
guiding document.

You said:

Provide important aspects of both the above Rules in the form of a structured table

ChatGPT said:
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Here’s a structured table comparing the important aspects of the Foreign Exchange
Management (Overseas Investment) Rules, 2022, covering Overseas Direct Investment
(ODI) and Overseas Portfolio Investment (OPI):

Overseas Portfolio

Aspect Overseas Direct Investment (ODI) Investment (OP1)
Investment involving Investment involving < 10%
Definition ownership/control > 10% voting rights voting rights or passive
in a foreign entity. holdings.

- Indian entities (companies, LLPs,

. - Indian entities.
partnerships).

Eligible Investors
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Aspect

Permissible
Instruments

Ownership
Threshold

Routes

Limits

Prohibited
Activities

Reporting
Obligations

7@‘3 Crd7505@gmail.com

Overseas Direct Investment (ODI)

- Resident individuals (under
Liberalised Remittance Scheme
(LRS)).

- Equity shares, convertible preference
shares, or other instruments with voting
rights.

- Loans to JVs/WOS.

- Guarantees issued for foreign entities.

> 10% of voting power or equivalent
control.

- Automatic Route: Up to 400% of net
worth.

- Approval Route: Investments
exceeding 400% or in restricted
sectors/jurisdictions.

- 400% of net worth for Indian entities
(automatic route).

- No ceiling on approval route, subject
to RBI clearance.

- Real estate (except for development
projects).

- Gambling, betting, and lotteries.

- Round-tripping without explicit RBI
approval.

- Pre-investment: Form ODI (Part I) to
AD Bank.

- Post-investment: Annual Performance
Report (APR) by December 31.

- Event-based: Form ODI (Part I1/111)
for changes in shareholding or
disinvestment.

+91 779 505 0177

Overseas Portfolio
Investment (OPI)

- Resident individuals (under
LRS).

- Shares in foreign-listed
companies.

- Bonds, sovereign debt, mutual
funds, ETFs.

< 10% of voting power or no
control.

- Automatic Route under OPI
limits.

- USD 250,000 per year for
individuals (under LRS).

- Aggregate investment limits
for entities set by sectoral
guidelines.

- Speculative investments.

- Investments in restricted
jurisdictions (non-compliant
FATF countries).

- Simplified reporting via AD
Bank or brokers for
individuals.
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Overseas Portfolio
Investment (OPI)

- No specific requirements for
OPI disinvestment unless
otherwise stated.

Aspect Overseas Direct Investment (ODI)

Disinvestment - Notify AD Bank within 30 days of
Process disinvestment.

- Ensure repatriation of proceeds within
90 days.

- Adhere to host country
regulations and India’s
reporting rules.

Governance and - Maintain ownership/control
Compliance throughout the investment period.

- Adhere to host country’s legal and
compliance norms.

Sectoral - Investments in financial services - No sector-specific approval
Conditions require prior regulatory approvals. unless specified by RBI.

- Resident individuals
permitted for portfolio
diversification globally.

- Indian startups allowed to invest in

Special Provisions .
P foreign startups.

- Use of Special Purpose Vehicles
(SPVs) for specific projects is allowed.

This table highlights the core aspects of the Overseas Investment Rules, 2022, making it
easier to differentiate and understand the requirements for ODI and OPI. Let me know if you
need more details or further clarification!

You said:

Please provide for the above aspects the relevant forms & documents to be attached in a table

ChatGPT said:

Here’s a structured table outlining the relevant forms and documents required for
compliance with Overseas Direct Investment (ODI) and Overseas Portfolio Investment
(OPI), based on the aspects of the Foreign Exchange Management (Overseas Investment)
Rules, 2022:
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Aspect

Definition &
Eligibility

Pre-Investment
Reporting

Permissible
Instruments

Ownership
Threshold

Limits

Prohibited
Activities

Post-Investment
Reporting

Disinvestment
Process

7@‘3 Crd7505@gmail.com

Relevant Forms

No specific form required

for eligibility
verification.

Form ODI (Part I)

Filed with Form ODI

Filed as part of Form
oDl

Form ODI (Part I) for
reporting.

Declaration by Indian
investor to AD Bank.

Form ODI (Part 1)

Form ODI (Part 111) for
disinvestment or
liquidation.

Annual Performance
Report (APR)

Form ODI (Part 1)

+91 779 505 0177

Documents to be Attached

- Copy of Board Resolution (for entities).

- Declaration under Liberalised Remittance
Scheme (LRS) for individuals (if applicable).

- Details of the Indian investor and the foreign
entity.
- Board/Shareholder Resolutions.

- Share Purchase Agreement or Loan
Agreement.

- Valuation Report (for equity investments).
- KYC documents of the foreign entity.

- Instrument-related documents: Share
certificates, Loan Agreements, Guarantee
Agreements, etc.

- Proof of compliance with RBI's prescribed
limits and rules.

- Corporate filings showing ownership
percentage (e.g., incorporation certificate of
the foreign entity).

- Auditor’s Certificate of net worth for Indian
entities.

- Declaration under LRS for individuals
investing up to USD 250,000.

- Undertaking confirming the investment does
not fall under prohibited sectors (e.g.,
gambling, real estate).

- Updates on additional investments.

- Details of divested shares or loan
repayments.

- Audited Financial Statements of the foreign
entity.
- Operational and financial updates.

- Share Sale Agreement or Loan Repayment
Confirmation.

- Proof of repatriation of proceeds.
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Aspect Relevant Forms Documents to be Attached

- No-Objection Certificate (NOC) from the

AD Bank (if applicable).

Additional filings
required for restricted
sectors.

Form ODI (Part | for

Special Provisions startups investing
abroad).

Sectoral

Conditions SEBI for financial services).

startup.

- Prior regulatory approval, if required (e.g.,

- Incorporation Certificate of the foreign

- Contractual Agreements supporting the

purpose of investment.

Simplified reporting via - Trade Confirmation for portfolio

OPIReporting 1 syers or AD Banks.

listed securities).

investments (e.g., ETF purchases, foreign-

- Statement of investments maintained with

brokers or fund managers.

Detailed Notes for Specific Attachments:

1. Valuation Report:

o Prepared by a Chartered Accountant for unlisted securities.

o Required for equity investments exceeding specified thresholds.
2. Shareholder Resolution:

o If company bylaws or regulatory guidelines mandate shareholder approval.

3. Proof of Repatriation:
o Bank certificates confirming receipt of sale proceeds in India for
disinvestment cases.
4. Instrument-Specific Agreements:
o For guarantees, provide guarantee execution documents.

o For loans, include detailed loan agreements specifying repayment terms.

5. Annual Performance Report (APR):
o Must include financial statements, operational updates, and compliance
confirmation.

By ensuring these forms and documents are attached, entities and individuals can fully

comply with RBI's ODI/OPI framework. Let me know if you need detailed templates for any

of these forms!
You said:

need detailed templates for all of these forms
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ChatGPT said:

Below are detailed templates for the key forms and documents required under the Foreign
Exchange Management (Overseas Investment) Rules, 2022, for both Overseas Direct

Investment (ODI) and Overseas Portfolio Investment (OPI):

1. Form ODI (Part I) — Initial Investment Reporting

Template

less
Copy code
[On Company Letterhead, if applicable]

FORM ODI (PART I) - INITIAL INVESTMENT REPORT

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**
- Name: [Insert Name of Entity/Individual]
- PAN: [Insert PAN]
- Address: [Insert Address]

- Net Worth (for entities): [Insert Net Worth as per latest audited

balance sheet]

**2. Details of the Foreign Entity**
- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country of Incorporation: [Insert Country]
- Nature of Business: [Specify Activity]
- Relationship with Indian Investor: [JV/WOS/Other]

**3., Details of the Investment**
- Investment Amount: USD [Insert Amount]
- Mode of Investment: [Equity/Loan/Guarantee]

- Source of Funds: [Internal Accruals/External Borrowing/Other]

**4 ., Other Information**
- Ownership Percentage in Foreign Entity: [Insert %]
- Is the investment in a FATF non-compliant jurisdiction?
- Any prior approvals obtained? [Attach Copy]

7@ Crd7505@gmail.com  +91 779 505 0177

[Yes/No]
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**Attachments**:
- Certified Copy of Board Resolution
- Valuation Report (if applicable)
- Share Purchase/Loan Agreement

Authorized Signatory:

[Name & Designation]
[Signature]

2. Annual Performance Report (APR)

Template

mathematica

Copy code

[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Foreign Entity**

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country: [Insert Country]

**2. Financial Performance**
- Total Revenue: USD [Insert Amount]
- Net Profit/Loss: USD [Insert Amount]
- Total Assets: USD [Insert Amount]

**3. Ownership Details**

- Percentage of Ownership by Indian Investor: [Insert

- Any changes in shareholding structure? [Yes/No]

**4, Operational Status**
- Is the entity operational? [Yes/No]

- Key developments during the year: [Insert Highlights]

**Attachments**:

- Audited Financial Statements of the Foreign Entity

- Operational Performance Report
Authorized Signatory:

[Name & Designation]
[Signature]

3. Form ODI (Part Il) — Event-Based Reporting
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Template

less
Copy code
[On Company Letterhead]

FORM ODI (PART II) - EVENT-BASED REPORTING

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**]1. Nature of Event**
- Additional Investment [ ]
- Change in Shareholding Structure [ ]
- Other [Specifyl]l: [Insert Details]

**2. Details of the Change**
- Previous Shareholding: [Insert %]
- New Shareholding: [Insert %]
- Additional Investment Amount: USD [Insert Amount]

**3. Reason for the Change**

- [Provide justification for the event]

**Attachments**:
- Agreement supporting the event (e.g., Share Purchase Agreement)
- Valuation Report for equity investments
- Proof of Remittance (if applicable)

Authorized Signatory:

[Name & Designation]
[Signature]

4. Form ODI (Part I11) — Disinvestment Reporting

Template

less
Copy code
[On Company Letterhead]

FORM ODI (PART III) - DISINVESTMENT REPORTING

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**]1. Details of the Indian Investor**
- Name: [Insert Name]
- PAN: [Insert PAN]
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**2. Details of the Disinvestment**
- Foreign Entity Name: [Insert Name]
- Date of Disinvestment: [Insert Date]
- Amount Received: USD [Insert Amount]

**3. Repatriation Details**
- Amount Repatriated: USD [Insert Amount]
- Date of Repatriation: [Insert Date]
- Mode: [Wire Transfer/Other]

**4 _ Reason for Disinvestment**
- [Provide brief explanation of the reason]

**Attachments**:
- Sale Agreement
- Proof of Repatriation
- No-Objection Certificate (if applicable)

Authorized Signatory:
[Name & Designation]
[Signature]

5. Valuation Report

Template

mathematica
Copy code
[On CA Firm’s Letterhead]

VALUATION REPORT
Date: [Insert Date]

To: [Client Name/Authorized Dealer Bank]
Subject: Valuation of [Foreign Entity Name]

We, [Firm Name], Chartered Accountants, have conducted an independent
valuation of [Foreign Entity Name], as required under the Foreign Exchange
Management (Overseas Investment) Rules, 2022.

**Summary of Valuation**:

- Valuation Date: [Insert Date]

- Valuation Method Used: [DCF/Comparable Companies/Other]
- Total Value of the Foreign Entity: USD [Insert Amount]

**Remarks**:
The valuation has been conducted in accordance with applicable regulations
and professional standards.
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Certified by,

[Name of CA]

Membership No.: [Insert]
[Firm Name]

6. Proof of Repatriation

Template

mathematica
Copy code
[On Bank Letterhead]
Date: [Insert Date]
TO WHOMSOEVER IT MAY CONCERN
This is to certify that [Indian Investor Name] has received USD [Insert
Amount] as repatriation proceeds from [Foreign Entity Name] on [Insert
Date].
**Transaction Details**:
- Beneficiary Account: [Insert Account Number]
- Transaction Reference Number: [Insert Number]
Authorized Signatory:

[Bank Officer Name]
[Designation]

These templates can be customized based on the specific requirements of the investor and the
AD Bank. Let me know if you need editable formats or additional customization!

You said:

Investment Pathways

ChatGPT said:

Investment Pathways for Overseas Direct Investment (ODI) and Overseas
Portfolio Investment (OPI)
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Investment pathways outline the permissible routes and methods for Indian entities and
individuals to invest abroad under the Foreign Exchange Management (Overseas
Investment) Rules, 2022, and related regulations.

1. Overseas Direct Investment (ODI) Pathways
ODI involves acquiring ownership or control in a foreign entity.
1.1 Equity Investment:

o Pathway: Direct purchase or subscription to equity shares in the foreign entity.
o Use Case: Establishing or expanding wholly-owned subsidiaries (WOS) or joint
ventures (JV) abroad.
o Examples:
o Indian Company A purchases 20% equity shares in a foreign tech company.
o An Indian pharmaceutical firm sets up a 100% subsidiary in the USA.

1.2 Loans and Debt Instruments:

o Pathway: Providing loans to JVs or WOS in which the Indian investor holds at least
10% equity.
o Use Case: Funding working capital or expansion of the foreign entity.
o Examples:
o Indian Company B extends a USD 500,000 loan to its JV in Singapore.

1.3 Guarantees:

o Pathway: Issuing corporate, personal, or performance guarantees on behalf of foreign
entities.
o Use Case: Supporting overseas entities in securing loans or contracts.
o Examples:
o An Indian entity provides a performance guarantee for its subsidiary bidding
on an infrastructure project in Africa.

1.4 Share Swaps:
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« Pathway: Exchange of shares in an Indian company for shares in a foreign entity.
o Use Case: Facilitating mergers, acquisitions, or strategic partnerships.
o Examples:
o Indian Company C swaps its shares with a foreign company as part of a cross-
border merger.

1.5 Investments through SPVs:

o Pathway: Establishing Special Purpose Vehicles (SPVs) for specific projects or
holding investments.
o Use Case: Mitigating risks or optimizing tax and regulatory compliance.
o Examples:
o Indian Company D invests through an SPV in Luxembourg to acquire a
European manufacturing unit.

2. Overseas Portfolio Investment (OPI) Pathways
OPI involves non-controlling investments in foreign securities.
2.1 Foreign Equity Investments:

o Pathway: Purchase of shares in foreign-listed companies or unlisted shares below the
ODI threshold.
o Use Case: Diversifying portfolios.
« Examples:
o Resident Individual X invests USD 20,000 in shares of a US-listed company
under the LRS.

2.2 Exchange-Traded Funds (ETFs):
o Pathway: Investing in ETFs tracking foreign indices.
e Use Case: Passive investment in diversified global markets.

o Examples:
o An Indian retail investor buys units of an ETF tracking the S&P 500.

2.3 Bonds and Fixed-Income Instruments:
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« Pathway: Purchasing foreign government or corporate bonds.
o Use Case: Seeking stable returns from fixed-income securities.
o Examples:
o Resident Individual Y purchases USD 10,000 worth of UK government bonds
under the LRS.

2.4 Mutual Funds:

o Pathway: Investing in foreign mutual funds via Indian or overseas fund managers.
o Use Case: Accessing actively managed portfolios with foreign exposure.
o Examples:
o Indian Company E invests in a global equity fund managed by an international
asset manager.

2.5 Real Estate Investment Trusts (REITS) and Infrastructure Investment Trusts
(InvITs):

e Pathway: Investing in REITs/InvITs listed in foreign markets.
o Use Case: Earning income from international real estate or infrastructure projects.
o Examples:
o Resident Individual Z invests in a REIT holding commercial properties in
New York.

3. Pathways for Startups
3.1 Startups Investing in Foreign Startups:

« Pathway: Indian startups can invest in foreign startups through equity or convertible
instruments.
« Use Case: Expanding global presence or leveraging technological synergies.
« Examples:
o An Indian fintech startup invests in a Silicon Valley-based blockchain firm.

4. Liberalised Remittance Scheme (LRS) Pathway for Individuals
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o Pathway: Resident individuals can invest up to USD 250,000 per financial year in
permissible OPI products.
o Use Case: Facilitating personal investments abroad.
o Examples:
o Purchasing shares of a foreign-listed company.
o Investing in foreign real estate or bonds.

5. Approval and Automatic Route Pathways
Automatic Route:

e Investments up to 400% of net worth for Indian entities and USD 250,000 under LRS
for individuals.

Approval Route:

e Required for:
o Investments exceeding 400% of net worth.
o Transactions in FATF grey/black-listed jurisdictions.
o Round-tripping or other restricted structures.

6. Governance and Compliance Across Pathways

e Pre-Investment Filings:
o Form ODI for equity, loans, and guarantees.
e Post-Investment Reporting:
o Annual Performance Report (APR) for ODI investments.
o Trade confirmations for OPI.
o Sectoral Approvals:
o Specific approvals for financial services or sensitive sectors.

This structured approach ensures compliance with RBI regulations while allowing for
strategic diversification and global expansion. Let me know if you'd like further clarification
or tailored guidance on specific pathways!

You said:

please list down the current experience on the above subject from Indian Industry
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ChatGPT said:

7|cn|

P

%, &
Thugr e

Indian industries have been actively engaging in Overseas Direct Investment (ODI) and
Overseas Portfolio Investment (OPI), leveraging global opportunities to enhance their
market presence and diversify portfolios. Here's an overview of the current experiences and
trends:

1. Overseas Direct Investment (ODI)
Sectoral Preferences:

« Financial, Insurance, and Business Services: This sector has attracted
approximately 34% of cumulative ODI between 2013-14 and 2023-24, reflecting
Indian companies' strategic expansion into global financial markets.

NatStrat

e Manufacturing: Accounting for 24% of cumulative ODI, Indian manufacturing firms
are establishing production units and acquiring companies abroad to access new
technologies and markets.

NatStrat

e Wholesale, Retail Trade, Restaurants, and Hotels: This sector has seen significant
investments, indicating Indian businesses' efforts to tap into international consumer
markets.

NatStrat
Geographical Destinations:

« Singapore, the USA, Mauritius, the Netherlands, and the UK: These countries are
top destinations for Indian ODI, chosen for their favorable business environments and
strategic advantages.

NatStrat

Strategic Considerations:
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e Global Economic Footprint: Indian companies are expanding overseas to enhance
their global presence and competitiveness.

NatStrat

o Policy Reforms: The Indian government has liberalized ODI policies, allowing
investments in strategic sectors and geographies, thereby facilitating easier access to
international markets.

Taxmann

2. Overseas Portfolio Investment (OPI)
Regulatory Clarity:

e The distinction between ODI and OPI has been clarified, enabling a broader range of
investors, including unlisted Indian enterprises, local individuals, mutual funds,
alternative investment funds, and venture capital funds, to participate in OPI.

Mondaq
Investor Participation:

e The inclusion of various investor classes has diversified the investment landscape,
allowing for greater flexibility and opportunities in global markets.

Mondaqg
3. Recent Trends and Developments
Policy Revisions:

o The Reserve Bank of India (RBI) has introduced a revised regulatory framework for
overseas investments, simplifying procedures and aligning them with current business
dynamics. This includes moving several transactions to the automatic route,
enhancing the ease of doing business.

ICSI
Investment Flows:

o Despite the liberalized regime, there has been a decline in overseas investments by
Indian companies, attributed to global economic slowdowns and cautious investment
strategies.
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Fortune India
Strategic Investments:

« Indian conglomerates are making significant overseas investments to globalize their
operations. For instance, Bharti's acquisition of a 24.5% stake in British telecom
operator BT for $4 billion underscores India's growing economic influence.

Reuters

4. Challenges and Considerations
Global Economic Conditions:

e The global economic slowdown has impacted the pace and scale of overseas
investments by Indian companies, leading to a more cautious approach.

Fortune India
Regulatory Compliance:

« While the revised ODI framework offers greater clarity, companies must navigate
complex regulatory requirements to ensure compliance, which can be resource-
intensive.

Taxmann
Strategic Alignment:

« Aligning overseas investments with long-term strategic goals remains crucial for
Indian companies to achieve sustainable growth and competitive advantage.

NatStrat

In summary, Indian industries are actively pursuing overseas investments, supported by
regulatory reforms and strategic imperatives. While opportunities abound, challenges persist,
necessitating a balanced and informed approach to global expansion.

Recent Developments in Indian Overseas Investments

. Reuters
Bharti sets strange tone for India's global push
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136 days ago

Financial Times
Foreign investors pull out of frothy Indian equity market

128 days ago

. “Reuters
India's Finance Minister backs increasing Chinese direct investment
164 days ago

Sources

F
m
4
S

You said:

Can you please provide Indian Company wise , Country wise ODI & OPI in structured
columns with amount invested as of dec 31, 2024

ChatGPT said:
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As of December 31, 2024, detailed company-wise and country-wise data on Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI) by Indian entities is compiled and
published by the Reserve Bank of India (RBI). This information is accessible through the
RBI's official website, which provides comprehensive datasets and reports on overseas
investments.

Accessing the Data:

e RBI's Data on Overseas Investment: The RBI regularly updates its data on overseas
investments, including monthly reports on ODI. These reports offer insights into the
investment patterns of Indian companies across various countries.
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Reserve Bank of India

o Department of Economic Affairs (DEA) — Overseas Direct Investment: The DEA
also publishes fact sheets and data on ODI, providing detailed information on
investments made by Indian entities in foreign countries.

DEA
Note: While these sources provide extensive data, the level of detail regarding individual
company investments may vary. For the most precise and up-to-date information, consulting

the specific reports and datasets available on the RBI and DEA websites is recommended.

If you require assistance in navigating these resources or interpreting the data, feel free to
ask!

Sources

i)

You said:

Methods of Overseas Direct Investment

ChatGPT said:
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Methods of Overseas Direct Investment (ODI)

Overseas Direct Investment (ODI) by Indian entities and individuals can be undertaken
through various permissible methods. These methods, defined under the Foreign Exchange
Management (Overseas Investment) Rules, 2022, ensure compliance with Indian
regulations while facilitating global expansion.

1. Equity Capital

o Description: Investment in the equity shares of a foreign entity, which provides
ownership and control.
o Use Cases:
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o Establishing a wholly-owned subsidiary (WQOS).
o Acquiring a joint venture (JV) stake in an existing foreign company.
o Example:
o An Indian IT firm purchases a 51% equity stake in a US-based technology
startup.

2. Convertible Instruments

o Description: Investment in instruments like convertible preference shares or
convertible debentures, which eventually convert into equity.

e Use Cases:
o Entering into strategic partnerships with deferred ownership rights.
o Example:

o An Indian pharmaceutical company subscribes to convertible debentures
issued by a foreign biotech firm.

3. Loans

o Description: Providing loans to joint ventures or wholly-owned subsidiaries abroad in
which the Indian investor has a minimum of 10% equity participation.
e Use Cases:
o Funding working capital needs or expansion projects.
o Example:
o An Indian infrastructure company lends $2 million to its subsidiary in
Singapore for project execution.

4. Guarantees

o Description: Issuing corporate, personal, or performance guarantees on behalf of a
foreign entity.
e Types:
o Corporate Guarantee: Issued by an Indian company for its overseas
subsidiary or JV.
o Personal Guarantee: Issued by a resident individual for obligations of a
foreign entity.
o Performance Guarantee: Ensures the performance of a contract or obligation
by the foreign entity.
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o Example:
o An Indian company provides a performance guarantee for its WOS in Africa
undertaking a construction project.

5. Share Swaps

o Description: Exchange of shares between an Indian entity and a foreign entity,
facilitating cross-border mergers and acquisitions.
e Use Cases:
o Mergers, acquisitions, or strategic alliances.
e Example:
o An Indian automobile company exchanges its shares for a minority stake in a
German auto-tech firm.

6. Acquisition of Rights/Bonds

o Description: Investments made by subscribing to rights issues or acquiring bonds of a
foreign entity.
e Use Cases:
o Supporting existing investments.
o Participating in the funding of a foreign JV or WOS.
o Example:
o An Indian textile firm subscribes to a rights issue floated by its subsidiary in
the UK.

7. Use of Special Purpose Vehicles (SPVs)

« Description: Establishing SPVs in permissible jurisdictions to route investments into
other foreign entities.
e Use Cases:
o Optimizing tax structures and mitigating investment risks.
e« Example:
o An Indian energy company routes its investment in a Brazilian project through
an SPV in Luxembourg.

8. Retained Earnings
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« Description: Using profits generated by an overseas subsidiary or JV for
reinvestment into the same or another foreign entity.
e Use Cases:
o Expanding operations without remitting funds from India.
e Example:
o A WOS of an Indian manufacturing company in the UAE reinvests its profits
into opening a new facility.

9. Investment in Financial Instruments

o Description: Investment in instruments like mutual funds, ETFs, or REITs issued
abroad (subject to ODI thresholds and guidelines).

e Use Cases:
o Diversifying investment portfolios.
o Example:

o An Indian investment firm purchases units of a global real estate ETF.

10. Capital Contributions

« Description: Contribution of capital to a partnership or Limited Liability Company
(LLC) abroad.
e Use Cases:
o Joint ventures or partnerships in non-corporate structures.
o Example:
o An Indian legal consultancy firm partners with an LLC in Canada.

Compliance and Reporting

e Pre-Investment Reporting: Submit Form ODI (Part 1) to the Authorized Dealer
(AD) Bank before remittance.
e Post-Investment Reporting:
o File Annual Performance Report (APR) by December 31 for the foreign
entity.
o Submit Form ODI (Part 11/111) for additional investments, disinvestments, or
changes in ownership.
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Prohibited Activities

o Sectors:
o Real estate (except for development projects).
o Gambling, betting, and lotteries.
« Jurisdictions:
o Investments in FATF non-compliant countries or under sanctions require prior
RBI approval.

By leveraging these methods, Indian entities can strategically invest abroad while adhering to
the regulatory framework. Let me know if you'd like further details or case studies!

You said:

'd like further details or case studies!

ChatGPT said:
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Here are detailed insights and case studies illustrating the use of various methods under the
Overseas Direct Investment (ODI) framework. These real-world examples highlight how
Indian entities have leveraged these methods to expand globally.

1. Equity Capital
Case Study: Tata Motors

e Scenario: Tata Motors acquired Jaguar Land Rover (JLR) in 2008 for $2.3 billion.
e Method:
o Acquired 100% equity in JLR, gaining ownership and control.
o Used ODI under the automatic route since the investment was within
permissible limits.
e Outcome:
o Established a strong foothold in the global automobile market.
o The acquisition contributed significantly to Tata Motors' revenue and brand
visibility.
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2. Convertible Instruments
Case Study: Infosys

o Scenario: Infosys invested in a US-based digital marketing startup through
convertible preference shares.
e Method:
o Subscription to convertible instruments, which converted into equity after the
startup met specific performance milestones.
e Outcome:
o Ensured flexibility in investment while aligning with the startup’s growth.
o Gave Infosys a stake in a cutting-edge technology firm.

3. Loans
Case Study: Larsen & Toubro (L&T)

e Scenario: L&T extended a $50 million loan to its wholly-owned subsidiary in the
UAE for project execution.
e Method:
o Loan disbursed under ODI, backed by the parent company’s equity stake in
the subsidiary.
o Outcome:
o Enabled the subsidiary to secure a large-scale infrastructure contract.
o Strengthened L&T’s international presence.

4, Guarantees
Case Study: Bharti Airtel

e Scenario: Bharti Airtel issued corporate guarantees for its African operations to
secure local financing.
e Method:
o Guarantees provided under the automatic route as part of ODI compliance.
o Outcome:
o Reduced dependency on remittance of funds from India.
o Helped Airtel expand its telecommunications network in Africa.
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5. Share Swaps
Case Study: Dr. Reddy's Laboratories

e Scenario: Dr. Reddy's Laboratories entered into a share swap agreement with a UK-
based pharma company for a strategic acquisition.

e Method:
o Swapped shares with the foreign company to facilitate the acquisition without
upfront cash.
e Outcome:

o Enabled Dr. Reddy's to access proprietary technologies and expand its
European operations.

6. Use of SPVs
Case Study: Adani Group

e Scenario: Adani Group established an SPV in Singapore to acquire an Australian coal
mine.

e Method:
o SPV used to optimize tax and regulatory compliance while routing the

investment into Australia.
e Outcome:

o Streamlined project management and financing for the coal mine.
o Avoided direct exposure to jurisdictional risks in Australia.

7. Retained Earnings

Case Study: HCL Technologies

e Scenario: HCL Technologies reinvested profits generated by its US subsidiary to
expand its cloud computing business.
e Method:
o Used retained earnings instead of remitting funds from India.
o Outcome:
o Avoided additional remittance costs and currency conversion losses.
o Strengthened its presence in the competitive US tech market.
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8. Financial Instruments
Case Study: Reliance Industries

o Scenario: Reliance Industries invested in units of a global energy ETF to gain
exposure to the renewable energy sector.

e Method:
o Investment under the OPI framework.
e Outcome:

o Diversified its investment portfolio while gaining insights into the global
renewable energy market.

9. Capital Contributions
Case Study: Wipro

e Scenario: Wipro formed a partnership with a German consulting firm by contributing
capital to an LLP.
e Method:
o Partnership through ODI to create a localized consulting entity in Europe.
o Outcome:
o Gained access to new clients in the European market.
o Enhanced brand recognition as a global consulting leader.

10. Real Estate Investments
Case Study: Oberoi Realty

e Scenario: Oberoi Realty invested in a residential project in Dubai.
e Method:
o ODI in a permitted real estate development project (aligned with RBI
guidelines).
e Outcome:
o Diversified its portfolio with international projects.
o Leveraged the booming real estate market in Dubai.

Key Takeaways from Case Studies
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1. Strategic Growth:
o Companies like Tata Motors and Infosys used ODI for acquisitions and
partnerships that aligned with long-term goals.
2. Risk Mitigation:
o SPVs and retained earnings were effectively used to manage risks and
optimize costs.
3. Regulatory Compliance:
o Adherence to RBI guidelines ensured smooth execution of cross-border
investments.
4. Portfolio Diversification:
o Financial instruments such as ETFs were leveraged for global market
exposure.

Let me know if you’d like more case studies or details on specific methods!

You said:

’d like more case studies or details on specific methods!

ChatGPT said:

Here are additional case studies and details focusing on specific methods under the
Overseas Direct Investment (ODI) framework:

1. Equity Capital
Case Study: Mahindra & Mahindra

e Scenario:
Mahindra & Mahindra (M&M) acquired a majority stake in Korea-based SsangYong
Motor Company in 2011.
e Method:
o ODI through equity capital investment under the automatic route.
o Investment facilitated Mahindra’s entry into the global SUV market.
e Outcome:
o Strengthened Mahindra’s global automotive presence.
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o Enabled technology transfer and access to new markets.

2. Convertible Instruments
Case Study: Tata Consultancy Services (TCS)

e Scenario:
TCS invested in a Canadian Al startup through convertible preference shares.

e Method:

o ODI using convertible instruments that allowed TCS to acquire equity upon
achieving specific milestones.

o Outcome:
o Helped TCS secure cutting-edge Al capabilities.
o Allowed flexibility in investment terms.

3. Loans
Case Study: Aditya Birla Group

e Scenario:
Aditya Birla Group provided loans to its subsidiaries in Europe to finance working
capital for manufacturing operations.
e Method:
o ODI in the form of debt financing to wholly-owned subsidiaries (WOS).
o Outcome:
o Supported seamless operations in overseas markets.
o Improved financial stability of its subsidiaries.

4. Guarantees

Case Study: Vedanta Resources

e Scenario:
Vedanta issued corporate guarantees for its African operations to secure mining rights
and funding.

e Method:

o Performance guarantees provided under the ODI framework.
o Outcome:
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o Strengthened Vedanta’s position in the global mining industry.
o Ensured project funding without additional equity infusion.

5. Share Swaps
Case Study: Zydus Cadila

e Scenario:

Zydus Cadila engaged in a share swap with a European pharmaceutical firm to
acquire advanced drug technologies.

e Method:
o ODI through the exchange of shares without upfront cash.
e Outcome:

o Allowed Zydus to access innovative drug delivery systems.
o Enhanced its global R&D capabilities.

6. Use of SPVs
Case Study: ONGC Videsh

e Scenario:

ONGC Videsh used an SPV in the Netherlands to invest in an oil exploration project
in Kazakhstan.

¢ Method:

o ODI routed through an SPV for tax efficiency and risk management.
o Outcome:

o Secured access to key natural resources.
o Optimized tax liabilities under favorable bilateral agreements.

7. Retained Earnings

Case Study: Marico

e Scenario:
Marico used profits earned by its subsidiary in Bangladesh to fund local market
expansion.

e Method:

o Retained earnings utilized under ODI guidelines.
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« Qutcome:
o Avoided additional remittance from India.
o Enhanced its market leadership in Bangladesh’s FMCG sector.

8. Financial Instruments

Case Study: HDFC Bank

e Scenario:
HDFC Bank invested in units of a global technology ETF listed on the NASDAQ.
e Method:
o ODI in financial instruments, leveraging opportunities in foreign tech markets.
e Outcome:

o Diversified its investment portfolio.
o Gained exposure to high-growth technology companies.

9. Capital Contributions

Case Study: Infosys

e Scenario:
Infosys formed a joint venture in Japan by contributing capital to a local partnership
entity.

e Method:

o ODI through partnership contributions in compliance with host country laws.
o Outcome:

o Expanded its footprint in Japan’s IT consulting market.
o Strengthened client relationships in the region.

10. Real Estate Projects

Case Study: Lodha Group

e Scenario:
Lodha Group invested in a luxury residential project in London.
e Method:

o ODI aligned with RBI guidelines for real estate development.
o Outcome:
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o Established a high-end brand in international markets.
o Tapped into London’s lucrative real estate sector.

11. Startups Investing Abroad

Case Study: Byju’s

e Scenario:
Byju’s invested in US-based ed-tech company Osmo as part of its global expansion
strategy.

e Method:

o ODI in equity shares of the startup under the automatic route.

o Outcome:
o Enabled Byju’s to strengthen its technological offerings.
o Positioned it as a global leader in educational technology.

Key Insights Across Methods

1. Flexibility in Financing:
o Convertible instruments and share swaps offer adaptable terms for
investments.

2. Strategic Partnerships:
o SPVs and capital contributions enable businesses to align with local

regulations while managing risks.

3. Market Expansion:
o Equity investments and retained earnings are widely used to expand global

operations.

4. Innovation Access:
o Convertible instruments and startup investments help Indian companies

leverage cutting-edge technologies.

If you want additional case studies or further elaboration on any specific method, let me
know!

You said:

Financial Commitment Guidelines
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Financial Commitment Guidelines under the ODI Framework

The financial commitment guidelines under the Foreign Exchange Management
(Overseas Investment) Rules, 2022 regulate the amount Indian entities and individuals can
invest abroad. The term "financial commitment™ encompasses investments through equity,
debt, guarantees, and other permissible instruments.

1. Definition of Financial Commitment
Financial commitment includes:

1. Equity Contribution:
Investment in equity shares or other ownership instruments in a foreign entity.
2. Debt Contribution:
Loans provided to joint ventures (JV) or wholly-owned subsidiaries (WOS).
3. Guarantees:
o Corporate Guarantees: Issued by the Indian entity.
o Personal Guarantees: Issued by directors or promoters.
o Performance Guarantees: Linked to the performance of the foreign entity.
4. Other Forms:
o Retained earnings reinvested into the foreign entity.
o Contributions to partnerships or limited liability companies abroad.

2. Overall Limits
For Indian Entities:

e Financial commitments, including equity, loans, and guarantees, must not exceed
400% of the net worth of the investing entity as per the latest audited balance sheet.

« Investments beyond this limit require prior approval from the Reserve Bank of India
(RBI).

For Resident Individuals:
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e Investments up to USD 250,000 per financial year under the Liberalised Remittance
Scheme (LRS).
e Includes all investments in equity, real estate, and other financial assets.

3. Calculation of Financial Commitment
Financial commitment is calculated as the aggregate of:

Equity contribution in the foreign entity.

Outstanding loans extended to the foreign entity.

Value of guarantees issued (corporate, personal, or performance).
Retained earnings used for reinvestment.

el

Example:

If a company with a net worth of INR 50 crore invests INR 100 crore in equity, provides a
loan of INR 50 crore, and issues a guarantee worth INR 50 crore, the financial commitment
is:

« Total Financial Commitment = INR 100 crore (Equity) + INR 50 crore (Loan) + INR

50 crore (Guarantee) = INR 200 crore.
e This is 400% of the net worth (INR 50 crore) and falls under the automatic route.

4. Route of Financial Commitment
Automatic Route:

« Financial commitments within 400% of net worth are permitted without prior
approval from RBI.

Approval Route:

e Commitments exceeding 400% of net worth or those involving investments in
restricted jurisdictions (e.g., FATF non-compliant countries) require RBI approval.

5. Reporting and Documentation

Pre-Investment:
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1. File Form ODI (Part I) with the Authorized Dealer (AD) Bank before remittance.
2. Submit the following documents:
o Board resolution approving the financial commitment.
Valuation report (for equity investments).
Loan agreement (for debt investments).
Guarantee execution documents.

O

O

o

Post-Investment:

1. Annual Performance Report (APR):
o File by December 31 of the following year to update the performance of the
foreign entity.
2. Event-Based Reporting:
o File Form ODI (Part I1) for additional financial commitments.
o File Form ODI (Part I11) for disinvestment or reduction in financial
commitment.

6. Restrictions on Financial Commitment

1. Sectoral Prohibitions:
o Investments in real estate (except for development projects).
o Gambling, betting, and lottery activities.
2. Jurisdictional Restrictions:
o Investments in FATF non-compliant or sanctioned countries require prior RBI
approval.
3. Round-Tripping:
o Structures involving reinvestment back into India are scrutinized and may
require approval.

7. Adjustments to Financial Commitment
Currency Fluctuations:

e Changes in exchange rates may affect the value of financial commitments. These
fluctuations are not treated as violations if they exceed the limits temporarily.

Revaluation:

e Increases in the valuation of equity due to market conditions are permitted but must
be reported.
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8. Penalties for Non-Compliance

1. Delayed or incorrect filings attract penalties under FEMA.

2. Non-compliance with financial commitment limits may result in:
o Rejection of future ODI applications.
o Fines or legal action by the RBI.

9. Key Considerations for Financial Commitment

1. Due Diligence:
o Assess the foreign entity's financial health and jurisdictional risks before
making commitments.
2. Board and Shareholder Approvals:
o Document internal approvals for equity, loans, or guarantees.
3. Monitoring:
o Regularly track financial commitments to ensure compliance with ODI limits.

Conclusion

The financial commitment guidelines under the ODI framework allow Indian entities to
strategically expand globally while adhering to regulatory limits. Compliance with these rules
ensures smooth execution of overseas investments and avoids penalties.

Let me know if you'd like further details or case-specific guidance!
You said:

'd like further details or case-specific guidance!

ChatGPT said:

Here are detailed insights and case-specific guidance to help you navigate financial
commitment rules under the ODI framework:

7@‘3 Crd7505@gmail.com  +91 779 505 0177 97 |Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

Case-Specific Scenarios for Financial Commitment
Case 1: Company A Expanding to Europe

e Scenario:
o An Indian manufacturing company (Company A) with a net worth of INR 100
crore plans to set up a wholly-owned subsidiary (WOS) in Germany.
o Initial equity investment: INR 50 crore.
o Loan to WOS: INR 30 crore.
o Corporate guarantee issued to a German bank for WOS: INR 20 crore.
« Calculation:
o Total financial commitment = INR 50 crore (equity) + INR 30 crore (loan) +
INR 20 crore (guarantee) = INR 100 crore.
o Financial commitment = 100% of net worth (within the 400% limit for
automatic route).
e Action Steps:
1. File Form ODI (Part 1) with the AD Bank for the equity investment and loan.
2. Submit supporting documents:
= Board resolution approving the investment and loan.
= Valuation report justifying the equity investment.
= Loan agreement with WOS.
3. Ensure annual reporting through the Annual Performance Report (APR).

Case 2: Company B Investing in a FATF-Listed Country

e Scenario:
o Company B wants to invest in a joint venture in a country listed under FATEF’s
grey list.
o Planned financial commitment: USD 5 million in equity and guarantees.
« Regulatory Considerations:
o Investments in FATF grey/black-listed countries require prior RBI approval.
e Action Steps:
1. Submit an application to RBI through the AD Bank, detailing:
= Justification for the investment.
= Measures to ensure compliance with anti-money laundering (AML)
and host-country laws.
2. File Form ODI (Part I) once RBI approval is obtained.
3. Provide enhanced due diligence reports to the AD Bank.
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Case 3: Resident Individual under LRS

e Scenario:
o Aresident individual (Mr. X) wants to purchase USD 200,000 worth of equity
shares in a US-listed company.
o Calculation:
o Financial commitment = USD 200,000 (within the LRS limit of USD 250,000
per financial year).
o Action Steps:
1. Submit a declaration under the Liberalised Remittance Scheme (LRS) to the AD
Bank.
2. File the trade confirmation and broker’s statement for the equity purchase.
3. Ensure that the aggregate investment does not breach the annual LRS limit.

Case 4: Company C Exceeding 400% Net Worth

e Scenario:
o Company C with a net worth of INR 50 crore plans a financial commitment of
INR 300 crore (600% of net worth) to acquire a foreign company.
o Regulatory Considerations:
o Exceeds the 400% limit under the automatic route; requires RBI approval.
o Action Steps:
1. Submit an application to RBI through the AD Bank, including:
= Business case for the investment.
= Projected returns and financial viability analysis.
= Board and shareholder resolutions.
2. File Form ODI (Part I) upon obtaining RBI approval.
3. Report the disbursement of funds and subsequent returns through periodic filings.

Case 5: Real Estate Investment Prohibition

e Scenario:
o Company D, an Indian real estate firm, plans to purchase a commercial
property in London.
« Regulatory Considerations:
o ODI prohibits speculative real estate investments; however, investments for
development projects or income-generating properties are permitted.
e Action Steps:
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1. Verify the nature of the property and its alignment with RBI’s permissible activities.
2. Submit detailed project plans and agreements to the AD Bank.
3. File Form ODI (Part I) and report rental income or project updates through APR.

Case 6: Round-Tripping

e Scenario:
o Company E establishes a WOS in Singapore that plans to reinvest funds back
into an Indian subsidiary.
o Regulatory Considerations:
o Round-tripping structures are subject to RBI approval and enhanced scrutiny.
e Action Steps:
1. Submit an application detailing:
= Business rationale for the round-tripping structure.
= Compliance with FEMA and anti-money laundering norms.
2. Obtain RBI approval before executing the transaction.
3. File periodic updates through Form ODI (Part I1).

Best Practices for Managing Financial Commitments

1. Comprehensive Due Diligence:
o Assess the financial health of the foreign entity.
o Evaluate jurisdictional risks (e.g., tax laws, political stability).
2. Documented Approvals:
o Maintain clear board and shareholder approvals for every investment or
guarantee.
o Ensure resolutions explicitly mention financial commitment limits.
3. Regular Monitoring:
o Track financial commitments against the 400% net worth ceiling.
o Use internal audits to verify compliance with ODI regulations.
4. Timely Reporting:
o File all required forms (ODI, APR) within the prescribed timelines.
o Update the AD Bank on any changes or deviations.
5. Seek Professional Guidance:
o Engage financial and legal advisors for complex transactions, especially in
restricted jurisdictions or with round-tripping structures.
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These examples and best practices can help ensure compliance with the ODI framework
while maximizing global investment opportunities. Let me know if you’d like further
assistance!

You said:

Reporting and Compliance Obligations

ChatGPT said:
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Reporting and Compliance Obligations under the ODI/OPI Framework

The Foreign Exchange Management (Overseas Investment) Rules, 2022 and related
regulations mandate strict reporting and compliance obligations for Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI). These obligations ensure

transparency, regulatory oversight, and adherence to the Foreign Exchange Management Act

(FEMA), 1999.

1. Pre-Investment Reporting
A. Form ODI (Part I)

e Purpose: Reporting initial investment details to the Authorized Dealer (AD) Bank
before remitting funds abroad.
e Required Details:
1. Indian entity or individual’s details (name, PAN, address).
2. Foreign entity’s details (name, address, business activity).
3. Investment type (equity, loan, guarantee) and amount.
4. Source of funds (internal accruals, external borrowing).
« Documents to Attach:
o Board resolution approving the investment.
o Valuation report (for equity investments).
o Share purchase/loan/guarantee agreements.

2. Post-Investment Reporting
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A. Annual Performance Report (APR)

e Purpose: Monitor the performance of the foreign entity.
« Filing Requirements:

o Submitted annually to the AD Bank by December 31.

o Includes operational and financial performance data of the foreign entity.
e Details:

1. Financial results (revenue, profit/loss, assets).
2. Shareholding structure and changes.
3. Status of operations (active, dormant, liquidated).

o Documents to Attach:
o Audited financial statements of the foreign entity.

B. Event-Based Reporting (Form ODI Part Il and 111)

o Trigger Events:
1. Additional capital infusion.
2. Changes in ownership/shareholding.
3. Disinvestment or liquidation.
e Deadlines:
o Report within 30 days of the event.
« Documents to Attach:
o Share transfer agreements.
o Proof of repatriation of sale proceeds (for disinvestment).

3. Reporting for Guarantees
A. Issuance of Guarantees

e Details to Report:
1. Nature and amount of the guarantee (corporate/personal/performance).
2. Beneficiary details.
e Filing Timeline:
o Report guarantee issuance within 30 days.
e Documents to Attach:
o Guarantee execution documents.

B. Invocation of Guarantees

e Details to Report:
o Circumstances leading to invocation.
o Amount paid under the guarantee.
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e Filing Timeline:
o Report within 30 days of invocation.

4. Reporting for Resident Individuals under LRS
A. Declaration under LRS

e Purpose: Notify the AD Bank before remitting funds for overseas investments.
o Details to Provide:

1. Purpose of the remittance (e.g., equity purchase, real estate).

2. Amount and source of funds.
e Documents to Attach:

o Bank forms and trade confirmations.

5. Compliance Obligations
A. Adherence to Sectoral Restrictions

o Ensure the foreign entity does not engage in prohibited activities:
o Real estate (except development projects).
o Gambling, betting, and lotteries.
e Investments in FATF non-compliant jurisdictions require prior RBI approval.

B. Repatriation of Sale Proceeds

o Timeline: Repatriate proceeds from disinvestment or liquidation within 90 days.
o Proof Required: Bank certificate confirming receipt in India.

C. Tax Compliance

e Ensure compliance with Indian tax laws:
o Withhold applicable taxes for income generated abroad.
o Declare overseas assets and income in annual tax filings.

6. Regulatory Approvals

A. Investments Beyond 400% of Net Worth
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e Submit an application to RBI through the AD Bank for approval.
« Provide a business case, projected returns, and financial analysis.

B. Round-Tripping Transactions

o Transactions where funds are routed back into India require explicit RBI approval.

7. Penalties for Non-Compliance
A. Under FEMA

o Delayed or incorrect filings attract penalties under FEMA, including:
1. Monetary fines.
2. Restrictions on further overseas investments.

B. Compounding of Offenses

« Entities can apply to RBI for compounding non-compliance offenses by paying a
penalty.

8. Best Practices for Reporting and Compliance

1. Maintain Accurate Records:
o Keep all investment-related documents, approvals, and financial statements.
2. Track Timelines:
o Use compliance calendars to meet reporting deadlines.
3. Seek Expert Guidance:
o Engage legal and financial advisors for complex transactions or restricted
jurisdictions.
4. Leverage Digital Tools:
o Use RBI’s online reporting portals for filings.

Summary of Reporting Requirements

Type of Reporting Form Timeline Trigger/Event

Pre-Investment Before

) Form ODI (Part | ) Initial investment approval.
Reporting ( ) remittance PP
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Type of Reporting Form Timeline Trigger/Event
Annual Performance Annual Performance By December Performance of the foreign
Reporting Report (APR) 31 entity.

Event-Based Within 30 Capital infusion, ownership

. Form ODI (Part 1I/111 .
Reporting orm (Par ) days change, disinvestment.
. Guarantee Reporting  Within 30 Issuance or invocation of
Guarantee Reporting

Form days guarantees.
Repatriation of . Within 90 . L
P Bank Certificate Disinvestment or liquidation.
Proceeds days

This structured compliance guide ensures adherence to the ODI/OPI framework and avoids
penalties for non-compliance. Let me know if you’d like further clarification or document
templates!

You said:

’d like further clarification or document templates!

ChatGPT said:

7ICAI

A /3

By A
Thugy g B

Here’s a detailed explanation and document templates for the reporting and compliance
obligations under the Overseas Direct Investment (ODI) and Overseas Portfolio
Investment (OPI) frameworks:

1. Clarifications on Reporting and Compliance
A. Pre-Investment Reporting: Form ODI (Part I)

o Clarification: This form is required for all initial overseas investments, including
equity contributions, loans, and guarantees.
o Key Points:
o Filed before remittance.
o Includes details of the Indian investor, foreign entity, investment type, and
amount.

B. Annual Performance Report (APR)
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e Clarification:
o Mandatory annual reporting for entities making ODI.
o Ensures continuous monitoring of the foreign entity’s performance.
o Filed by December 31 each year.

C. Event-Based Reporting: Form ODI (Part 11/111)

o Clarification:
o Triggered by specific events such as additional capital infusion, change in
shareholding, or disinvestment.
o Reporting is time-sensitive and must be completed within 30 days.

D. Repatriation Compliance

o Clarification:
o Sale proceeds from disinvestment or liquidation must be brought back to India
within 90 days.
o Bank certificates are required to confirm receipt of proceeds.

2. Document Templates
A. Pre-Investment Reporting: Form ODI (Part I)

Template:

less
Copy code
[On Company Letterhead]

FORM ODI (PART I) - INITIAL INVESTMENT REPORT

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:

- Name: [Insert Name of Entity/Individual]

- PAN: [Insert PAN]

- Address: [Insert Address]

- Net Worth (for entities): [Insert Net Worth as per the latest audited
balance sheet]

**2. Details of the Foreign Entity**:

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country of Incorporation: [Insert Country]
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- Nature of Business: [Specify Business Activity]

**3. Investment Details**:
- Investment Type: [Equity/Loan/Guarantee]
- Amount: USD [Insert Amount]
- Source of Funds: [Internal Accruals/External Borrowing]

**4, Ownership**:
- Ownership Stake Acquired: [Insert %]

**Attachments**:
- Board Resolution
- Valuation Report (if applicable)
- Share Purchase/Loan Agreement

Authorized Signatory:

[Name & Designation]
[Signature]

B. Annual Performance Report (APR)

Template:
less
Copy code

[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Foreign Entity**:

- Name: [Insert Name]
- Address: [Insert Address]
- Country: [Insert Country]

**2. Financial Details**:
- Revenue: USD [Insert Amount]
- Net Profit/Loss: USD [Insert Amount]
- Total Assets: USD [Insert Amount]

**3. Ownership Details**:

Q

- Percentage Ownership by Indian Investor: [Insert %]
**4 ., Operational Status**:
- Is the entity operational? [Yes/No]

- Key Updates for the Year: [Insert Highlights]

**Attachments**:
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- Audited Financial Statements
- Operational Performance Report

Authorized Signatory:
[Name & Designation]
[Signature]

C. Event-Based Reporting: Form ODI (Part 11/111)

Template for Additional Capital Infusion:

less
Copy code
[On Company Letterhead]

FORM ODI (PART II) - EVENT-BASED REPORTING

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Nature of Event**:
- Additional Capital Infusion

**2. Details of the Foreign Entity**:
- Name: [Insert Name]
- Country: [Insert Country]

**3. Details of the Investment**:
- Amount Infused: USD [Insert Amount]
- Ownership Stake After Infusion: [Insert %]

**Attachments**:
- Share Subscription Agreement
- Proof of Remittance
Authorized Signatory:

[Name & Designation]
[Signature]

D. Repatriation of Sale Proceeds

Template: Bank Certificate

less
Copy code
[On Bank Letterhead]

CERTIFICATE OF REPATRIATION
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Date: [Insert Date]
To Whomsoever It May Concern,

This is to certify that [Indian Investor Name] has repatriated an amount of
USD [Insert Amount] to India on [Insert Date] as proceeds from the
disinvestment of [Foreign Entity Name].

**Transaction Details**:
- Beneficiary Account: [Insert Account Number]
- SWIFT/IBAN: [Insert Details]

Authorized Signatory,
[Name & Designation]
[Bank Name]

3. Best Practices for Compliance

1. Timely Filing:
o Track reporting deadlines (e.g., 30 days for event-based filings, December 31
for APR).
2. Detailed Documentation:
o Maintain robust records of resolutions, agreements, and filings for audits.
3. Digital Portals:
o Leverage RBI’s online portals for faster and accurate reporting.
4. Professional Assistance:
o Engage legal or financial advisors for complex transactions, particularly those
involving FATF jurisdictions or round-tripping.

These templates can be tailored to meet specific needs. Let me know if you need further
assistance with specific cases or additional templates!

You said:

specific cases or additional templates!

ChatGPT said:

7@‘3 Crd7505@qgmail.com +91 779 505 0177 109 |Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

Here are additional templates tailored for specific cases under the ODI and OPI
frameworks. These templates address unigue situations such as guarantees, changes in

ownership, disinvestment, and investments in restricted jurisdictions.

1. Issuance of a Guarantee

Case: Indian company provides a corporate guarantee for a foreign subsidiary to secure

project funding.
Template:

less
Copy code
[On Company Letterhead]

REPORTING OF GUARANTEE ISSUANCE

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:
- Name: [Insert Name of Company]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Details of the Foreign Entity**:

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country: [Insert Country]

**3. Guarantee Details**:
- Nature of Guarantee: [Corporate/Performance/Personal]
- Amount Guaranteed: USD [Insert Amount]
- Purpose of Guarantee: [Project Funding/Contract Execution]

**Attachments**:

- Copy of Guarantee Agreement

- Board Resolution Approving the Guarantee
Authorized Signatory:

[Name & Designation]
[Signature]

2. Reporting a Change in Ownership

Case: Indian company increases its equity stake in a foreign joint venture.
Template:
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less
Copy code
[On Company Letterhead]

FORM ODI (PART II) - CHANGE IN OWNERSHIP REPORTING

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1 ., Details of the Indian Investor**:
- Name: [Insert Name of Company]
- PAN: [Insert PAN]

**2. Details of the Foreign Entity**:
- Name: [Insert Name of Foreign Entity]
- Country: [Insert Country]

**3. Ownership Details**:

[

- Previous Ownership: [Insert %]

- New Ownership: [Insert %]
- Reason for Change: [Additional Investment/Share Purchase]

**Attachments**:
- Share Purchase Agreement
- Proof of Remittance

Authorized Signatory:
[Name & Designation]
[Signature]

3. Reporting Disinvestment

Case: Indian company sells its entire stake in a foreign subsidiary and repatriates proceeds.
Template:

mathematica
Copy code
[On Company Letterhead]

FORM ODI (PART III) - DISINVESTMENT REPORTING

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]

**2. Details of the Foreign Entity**:
- Name: [Insert Foreign Entity Name]
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- Country: [Insert Country]

**3., Disinvestment Details**:
- Date of Sale: [Insert Date]
- Amount Received: USD [Insert Amount]
- Repatriation Date: [Insert Date]

**4_, Reason for Disinvestment**:
- [Provide Explanation]

**Attachments**:
- Copy of Share Sale Agreement
- Bank Certificate Confirming Repatriation

Authorized Signatory:
[Name & Designation]
[Signature]

4. Investments in Restricted Jurisdictions (FATF Grey List)

Case: Investment in a country under FATF grey list requiring RBI approval.
Template:

less
Copy code
[On Company Letterhead]

APPLICATION FOR RBI APPROVAL FOR ODI IN RESTRICTED JURISDICTION

Date: [Insert Date]
To: The Reserve Bank of India
Through: [Authorized Dealer (AD) Bank Name]

**Subject**: Application for ODI Approval for Investment in [Insert Country
Name]

Dear Sir/Madam,

We request approval for an investment of USD [Insert Amount] in [Foreign
Entity Name] located in [Restricted Jurisdiction].

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Details of the Foreign Entity**:
- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Nature of Business: [Specify Business Activity]
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**3. Purpose of Investment**:
- [Provide Detailed Justification for the Investment]

**4, Compliance Measures**:
- Steps to ensure adherence to anti-money laundering laws and host
country regulations.

**Attachments**:
- Board Resolution Approving the Investment
- Detailed Business Plan
- Valuation Report (if applicable)

We confirm that this investment aligns with the guidelines of FEMA, 1999,
and we commit to ensuring compliance with all applicable laws.

Authorized Signatory:
[Name & Designation]
[Signature]

5. Annual Performance Report (APR) for Dormant Entities

Case: Reporting on a foreign entity that is not operational.

Template:
less
Copy code

[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Foreign Entity**:

- Name: [Insert Name]
- Address: [Insert Address]
- Country: [Insert Country]

**2. Financial Details**:
- Revenue: USD [0.00]
- Net Profit/Loss: USD [0.00]
- Total Assets: USD [Insert Amount]

**3. Operational Status**:
- Current Status: Dormant
- Reason for Dormancy: [Insert Reason]

**Attachments**:
- Audited Financial Statements (if available)
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- Explanation for Dormancy

Authorized Signatory:
[Name & Designation]
[Signature]

6. Investment Under LRS

Case: Resident individual investing in a foreign ETF.
Template:

less
Copy code
[On Individual Letterhead, if applicable]

DECLARATION UNDER LRS FOR OPI

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Investment Details**:
- Instrument: [ETF/Equity Shares]
- Amount: USD [Insert Amount]
- Purpose: Portfolio Diversification

**3. Declaration**:

I hereby declare that this investment falls within the permissible limit of
USD 250,000 under the Liberalised Remittance Scheme (LRS) for the current
financial year.

Authorized Signatory:

[Name]
[Signature]

These templates are customizable based on specific cases and requirements. Let me know if
you need more tailored templates or guidance for unique scenarios!

You said:

more tailored templates or guidance for unique scenarios!

ChatGPT said:
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Here are tailored templates and guidance for unigque scenarios under the ODI/OPI
framework, focusing on specific circumstances such as partial disinvestment, non-cash
transactions, merger/acquisition scenarios, and compliance for round-tripping transactions.

1. Partial Disinvestment Reporting
Scenario:

An Indian company sells a portion of its stake in a foreign joint venture while retaining part
ownership.
Template:

less
Copy code
[On Company Letterhead]

PARTIAL DISINVESTMENT REPORTING - FORM ODI (PART III)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Details of the Foreign Entity**:

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country: [Insert Country]

**3, Details of the Disinvestment**:

- Previous Ownership: [Insert %]
- Ownership Sold: [Insert %]
- Retained Ownership: [Insert %]

- Amount Received: USD [Insert Amount]
- Repatriation Date: [Insert Date]

**4 . Reason for Partial Disinvestment**:
- [Provide Detailed Explanation for the Transaction]

**Attachments**:
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- Share Sale Agreement
- Bank Certificate Confirming Repatriation of Sale Proceeds

Authorized Signatory:
[Name & Designation]
[Signature]

2. Reporting Non-Cash Transactions (Share Swap)
Scenario:

An Indian company acquires shares in a foreign entity by swapping its own shares instead of
a cash transaction.
Template:

less
Copy code
[On Company Letterhead]

REPORTING OF NON-CASH TRANSACTION (SHARE SWAP) - FORM ODI (PART I)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Details of the Foreign Entity**:

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country: [Insert Country]

**3. Details of the Share Swap Transaction**:
- Indian Shares Transferred: [Number of Shares/Value in USD]
- Foreign Shares Acquired: [Number of Shares/Value in USD]
- Swap Ratio: [Insert Ratio]

**4, Purpose of Share Swap**:
- [Provide Explanation, e.g., M&A or Strategic Investment]

**Attachments**:
- Valuation Report from a Chartered Accountant
- Board Resolution Approving the Share Swap
- Agreement Supporting the Transaction

Authorized Signatory:
[Name & Designation]
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[Signature]

3. Mergers and Acquisitions

Scenario:

An Indian company acquires a foreign entity through a merger or acquisition.

Template:

less
Copy code
[On Company Letterhead]

REPORTING OF MERGER/ACQUISITION - FORM ODI (PART I)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Details of the Target Foreign Entity**:

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country: [Insert Country]

**3. Details of the Transaction**:
- Type of Transaction: [Merger/Acquisition]
- Value of Acquisition: USD [Insert Amount]
- Funding Source: [Internal Accruals/External Borrowing]
- Purpose: [Provide Rationale for the Transaction]

**Attachments**:
- Merger/Acquisition Agreement
- Business Plan or Feasibility Report
- Board and Shareholder Resolutions
Authorized Signatory:

[Name & Designation]
[Signature]

4. Compliance for Round-Tripping Transactions

Scenario:
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Funds from an Indian entity are routed through a foreign subsidiary and reinvested into India.
Template:

less
Copy code
[On Company Letterhead]

APPLICATION FOR ROUND-TRIPPING APPROVAL

Date: [Insert Date]

To: The Reserve Bank of India

Through: [Authorized Dealer (AD) Bank Name]

**Subject**: Application for Approval of Round-Tripping Transaction

Dear Sir/Madam,

We seek approval for a proposed round-tripping transaction involving
[Foreign Entity Name] and [Indian Entity Name].

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Details of the Foreign Entity**:

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country: [Insert Country]

**3. Transaction Details**:
- Amount Involved: USD [Insert Amount]
- Nature of Investment: [Equity/Loan/Other]
- Purpose: [Provide Explanation, e.g., Infrastructure Development]

**4 ., Compliance Measures**:
- Rationale for the Transaction: [Insert Business Justification]
- Confirmation of AML and Host Country Compliance.

**Attachments**:
- Feasibility Study
- Supporting Agreements
- Compliance Documentation

Authorized Signatory:

[Name & Designation]
[Signature]

5. Dormant Foreign Entity Activation
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Scenario:

An Indian entity decides to activate a dormant foreign subsidiary to resume operations.
Template:

less
Copy code
[On Company Letterhead]

NOTIFICATION OF ACTIVATION OF DORMANT ENTITY - FORM ODI (PART II)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**]1 ., Details of the Indian Investor**:
- Name: [Insert Name]

- PAN: [Insert PAN]

**2. Details of the Foreign Entity**:

- Name: [Insert Foreign Entity Name]
- Address: [Insert Address]
- Country: [Insert Country]

**3. Activation Details**:
- Reason for Activation: [Restart Operations/Business Expansion]
- Initial Capital Infusion: USD [Insert Amount]

**Attachments**:
- Updated Business Plan
- Proof of Capital Infusion
- Financial Projections

Authorized Signatory:
[Name & Designation]
[Signature]

Best Practices for Compliance

1. Monitor Timelines:
o File within the prescribed timelines (e.g., 30 days for event-based reporting,
90 days for repatriation).
2. Maintain Documentation:
o Ensure all agreements, resolutions, and valuation reports are properly
recorded.
3. Engage Professionals:
o Use legal and financial experts for complex cases like mergers, round-tripping,
and FATF compliance.
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Let me know if you need more specific templates or assistance!
You said:

Disinvestment Procedures

ChatGPT said:

7ICM
%, &
*hugy pan®

Disinvestment Procedures under the ODI Framework

Disinvestment refers to the process of reducing or liquidating an equity stake, loan, or
financial commitment in a foreign entity. The Foreign Exchange Management (Overseas
Investment) Rules, 2022 govern disinvestment procedures for Indian entities and
individuals, ensuring regulatory compliance and proper repatriation of proceeds.

1. Types of Disinvestment

1. Full Disinvestment:
o The Indian investor sells its entire stake in the foreign entity.
2. Partial Disinvestment:
o The Indian investor reduces its stake but retains part ownership.
3. Liquidation:
o The foreign entity is wound up, and proceeds are distributed to shareholders.

2. Key Conditions for Disinvestment

1. Eligibility for Automatic Route:
o The disinvestment results in no outstanding dues for the Indian investor.
o Thesaleis at a fair market value, supported by a valuation report from a
certified professional.
o Proceeds are repatriated to India within 90 days of the transaction.
2. Approval Route:
o Required if:
= The disinvestment involves FATF non-compliant jurisdictions.
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= The transaction results in a write-off exceeding the limits specified
under FEMA.

3. Step-by-Step Disinvestment Process

A. Pre-Disinvestment Steps

1. Board Resolution:

o

Obtain a board resolution approving the disinvestment.

2. Valuation Report:

o

Engage a Chartered Accountant (CA) or an independent valuer to determine
the fair market value of the foreign entity.

3. Contractual Agreements:

@)

Prepare a share sale agreement or liquidation documents specifying terms of
the disinvestment.

B. Reporting Requirements

1. Form ODI (Part I1l):

o

o

File this form with the Authorized Dealer (AD) Bank within 30 days of the
transaction.
Include details of the foreign entity, disinvestment amount, and repatriation.

2. Bank Certificate:

@)

Obtain a certificate from the AD Bank confirming repatriation of proceeds.

3. Update Annual Performance Report (APR):

o

Reflect the disinvestment in the next APR if the foreign entity still exists.

C. Post-Disinvestment Steps

1. Repatriation of Proceeds:

o

Ensure proceeds are brought back to India within 90 days of disinvestment.

2. Tax Compliance:

o

o

Declare the income or loss from the disinvestment in Indian tax returns.
Ensure compliance with Double Taxation Avoidance Agreements (DTAA) if
applicable.
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4. Special Cases
A. Write-Offs:

e Permissible under automatic route:

o Up to 25% of the equity investment for Indian companies.

o Up to 100% for individuals under the Liberalised Remittance Scheme (LRS).
o Write-offs exceeding these limits require RBI approval.

B. Disinvestment in FATF Non-Compliant Jurisdictions:
« Obtain prior RBI approval for any disinvestment in jurisdictions under FATF grey or

black lists.
e Submit enhanced due diligence reports along with Form ODI.

5. Compliance Checklist

Step Action Timeline
Approval Obtain board resolution and valuation report Pre-disinvestment
Contract Execution Execute share sale or liquidation agreement Pre-disinvestment
Reporting File Form ODI (Part I11) with AD Bank Within 30 days
Repatriation Bring proceeds back to India Within 90 days
Tax Declaration ~ Report income or loss in tax returns Annual filing

6. Template: Form ODI (Part I11) for Disinvestment

Template:

mathematica
Copy code
[On Company Letterhead]

FORM ODI (PART III) - DISINVESTMENT REPORTING

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:
- Name: [Insert Name]

- PAN: [Insert PAN]

**2. Details of the Foreign Entity**:

7@‘3 Crd7505@gmail.com +91 779 505 0177 122 |Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

- Name: [Insert Name]
- Country: [Insert Country]

**3. Details of the Disinvestment**:
- Type of Disinvestment: [Full/Partial/Liquidation]

- Date of Transaction: [Insert Date]
- Sale Proceeds: USD [Insert Amount]
- Repatriation Date: [Insert Date]

**4 ., Reason for Disinvestment**:
- [Provide Explanation]

**Attachments**:
- Share Sale Agreement or Liquidation Papers
- Valuation Report
- Bank Certificate Confirming Repatriation

Authorized Signatory:
[Name & Designation]
[Signature]

7. Best Practices

1. Ensure Valuation Compliance:
o Use internationally accepted valuation methods to avoid regulatory challenges.
2. Monitor Repatriation Timelines:
o Ensure proceeds are received in India within 90 days to avoid penalties.
3. Engage Experts:
o Involve legal and financial advisors for complex disinvestments, particularly
in restricted jurisdictions.

By adhering to these procedures, Indian investors can ensure smooth and compliant
disinvestments while minimizing risks. Let me know if you need further details or assistance!

You said:

need further details or assistance!

ChatGPT said:
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Here’s an in-depth guide with additional details and insights on disinvestment procedures
under the ODI framework. It also includes tailored guidance for complex scenarios such as
write-offs, liquidation, and disinvestment in restricted jurisdictions.

1. Additional Details on Key Aspects
A. Valuation Requirements

e Purpose:
To ensure that the disinvestment is conducted at fair market value, avoiding
undervaluation or overvaluation concerns.
o Accepted Valuation Methods:
1. Discounted Cash Flow (DCF): For ongoing businesses with predictable cash

flows.

2. Comparable Companies Method: For entities with comparable peers in the
market.

3. Asset-Based Valuation: For entities holding substantial tangible assets, like
real estate.

e Who Can Certify?
o A Chartered Accountant (CA) or a SEBI-registered valuer.

B. Write-Offs

o Eligibility:
o Indian companies can write off up to 25% of the equity investment under the
automatic route.
o Resident individuals can write off up to 100% of the equity investment under

the LRS.
e Process:
1. Justify the write-off with supporting documents (e.qg., liquidation order, financial
statements).
2. Obtain RBI approval for write-offs exceeding the prescribed limits.

C. Disinvestment Through Liquidation
o Steps:

1. Initiate the winding-up process in the foreign jurisdiction following local laws.
2. Obtain a liquidation report from the appointed liquidator.
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3. Distribute proceeds (if any) to shareholders.
e Reporting:
o File Form ODI (Part I11) within 30 days.
o Submit the liquidation report as an attachment.

D. Restricted Jurisdictions

« Conditions for Disinvestment in FATF Grey/Black-Listed Countries:
1. Conduct enhanced due diligence on the transaction and the counterparty.
2. Submit the following to RBI for prior approval:
= Justification for the disinvestment.
= Compliance with anti-money laundering (AML) and combating
financing of terrorism (CFT) norms.
= Details of the buyer and transaction structure.
3. Report the disinvestment using Form ODI (Part 111) post-approval.

2. Tailored Assistance for Specific Scenarios
Scenario 1: Partial Disinvestment with Write-Off

e Details:
o A company plans to sell a portion of its shares in a loss-making subsidiary
while writing off part of the remaining investment.

e Process:
1. Determine the fair market value (FMV) of the shares being sold.
2. File Form ODI (Part 111) for the disinvestment.
3. Provide a write-off justification along with supporting documents like audited
financials.
4. Seek RBI approval if the write-off exceeds the permissible limit.

Scenario 2: Disinvestment in a Dormant Entity

e Detalils:
o An Indian company decides to exit a dormant foreign subsidiary due to
inactivity.
e Process:
1. File for liquidation in the foreign jurisdiction.
2. Obtain a liquidation report confirming the entity’s closure.
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3. Repatriate any remaining funds (if applicable) and report the disinvestment in Form
ODI (Part 111).

Scenario 3: Forced Disinvestment Due to Regulatory Changes

o Details:
o A foreign country’s new regulations force an Indian investor to exit a local
entity.
e Process:

1. Provide a detailed explanation of the regulatory changes to the AD Bank.
2. Obtain a buyer or liquidation order.
3 Report the disinvestment along with regulatory justifications using Form ODI (Part

3. Enhanced Guidance for Compliance

Timelines

Action Timeline
File Form ODI (Part I11) Within 30 days of transaction.
Repatriate sale proceeds Within 90 days of disinvestment.

Update Annual Performance Report By December 31 for the reporting year.

Documents Checklist

Document Purpose
Valuation Report Confirm fair market value.
Share Sale Agreement Provide details of the buyer and transaction terms.
Liquidation Report (if applicable) Verify closure of the entity.
Bank Certificate Confirm repatriation of proceeds.
Board Resolution Approve the disinvestment process.

4. Enhanced Templates

Write-Off Justification

7@‘3 Crd7505@gmail.com +91 779 505 0177 126 |Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

mathematica
Copy code
[On Company Letterhead]

APPLICATION FOR APPROVAL OF WRITE-OFF

Date: [Insert Date]
To: The Reserve Bank of India
Through: [Authorized Dealer (AD) Bank Name]

**Subject**: Application for Write-Off of Investment in [Foreign Entity
Name]

Dear Sir/Madam,

We seek approval for a write-off amounting to USD [Insert Amount] in
[Foreign Entity Name], a wholly-owned subsidiary located in [Country].

**1. Details of the Investment**:

- Original Investment Amount: USD [Insert Amount]

- Amount to Be Written Off: USD [Insert Amount]

- Reason for Write-Off: [Provide Explanation, e.g., sustained losses,
liquidation]

**2. Supporting Documents**:
- Audited Financial Statements of the Foreign Entity
- Liquidation Order (if applicable)
- Valuation Report

We confirm that this request complies with the provisions of FEMA, 1999,
and the Foreign Exchange Management (Overseas Investment) Rules, 2022.

Authorized Signatory:

[Name & Designation]
[Signature]

Disinvestment in FATF Grey List Country

less

Copy code

[On Company Letterhead]

APPLICATION FOR DISINVESTMENT APPROVAL IN RESTRICTED JURISDICTION
Date: [Insert Date]

To: The Reserve Bank of India

Through: [Authorized Dealer (AD) Bank Name]

**Subject**: Request for Approval of Disinvestment in [Country Name]

Dear Sir/Madam,
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We seek approval to disinvest USD [Insert Amount] in [Foreign Entity Name]
located in [Country].

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]

**2. Details of the Transaction**:
- Sale Amount: USD [Insert Amount]
- Buyer Details: [Name and Address of Buyer]
- Reason for Disinvestment: [Provide Explanation]

**3. Compliance**:
- AML Measures: [Specify Measures Undertaken]
- Supporting Documentation Attached:
- Buyer Due Diligence Report
- Share Sale Agreement
- Valuation Report

Authorized Signatory:

[Name & Designation]
[Signature]

By following these enhanced guidelines, Indian entities can ensure compliance with ODI
rules and streamline the disinvestment process. Let me know if you need assistance with any
specific situation!

You said:

Linking ODI with the Liberalized Remittance Scheme (LRS)

ChatGPT said:

Linking Overseas Direct Investment (ODI) with the Liberalized Remittance
Scheme (LRS)

The Liberalized Remittance Scheme (LRS) permits resident individuals to remit up to USD
250,000 per financial year for permissible current and capital account transactions, including
investments abroad. Under the Foreign Exchange Management (Overseas Investment)
Rules, 2022, resident individuals can leverage the LRS for Overseas Direct Investment
(ODI) and Overseas Portfolio Investment (OPI).
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1. Permissible Uses of LRS for ODI

Resident Individuals Can:

1. Investin Equity:
o Acquire equity shares in foreign entities, meeting ODI criteria.
2. Fund Joint Ventures (JVs) or Wholly Owned Subsidiaries (WOS):
o Establish new businesses abroad.
3. Provide Loans:
o Extend loans to foreign entities where they hold at least 10% equity.
4. Contribute to Partnerships:
o Contribute to capital in overseas partnerships or limited liability companies
(LLCs).
Example:

e Arresident individual invests USD 100,000 under the LRS to acquire a 20% equity
stake in a technology startup in the US.

2. Key Conditions for ODI via LRS

1. Investment Threshold:
o The total financial commitment, including equity, loans, and guarantees, must
not exceed USD 250,000 in a financial year.
2. Ownership Requirement:
o The investment must confer at least 10% ownership or control rights in the
foreign entity to qualify as ODI.
3. Permissible Jurisdictions:
o Investments must be made in jurisdictions compliant with FATF norms.
4. Sectoral Restrictions:
o Prohibited sectors, such as gambling, real estate (except development
projects), and lotteries, are not allowed.

3. Procedure for ODI under LRS
A. Pre-Investment Steps

1. KYC and Due Diligence:
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o Ensure the foreign entity complies with local and Indian regulations.
2. Bank Declaration:
o Submit an LRS declaration form to the Authorized Dealer (AD) Bank.
3. Board/Investment Resolution (if applicable):
o For significant investments or loans, draft a resolution documenting the intent.

B. Reporting

1. Form ODI (Part I):
o Report the details of the investment before remittance.
2. Filing with AD Bank:
o Include purpose codes and supporting documents (e.g., share purchase
agreements).

C. Post-Investment Compliance

1. Annual Performance Report (APR):
o Submit performance updates of the foreign entity by December 31.
2. Event-Based Reporting:
o File Form ODI (Part Il/111) for additional investments, disinvestment, or
changes in shareholding.

4. Examples of ODI via LRS
Case 1: Equity Investment

e Scenario: A resident individual invests USD 50,000 to acquire a 15% stake in a
foreign entity.
e Procedure:
o Submit Form ODI (Part 1) to the AD Bank.
o File the share purchase agreement and valuation report.

Case 2: Loan to a WOS

e Scenario: A resident individual extends a loan of USD 100,000 to their WOS in
Singapore.
e Procedure:
o File Form ODI with details of the loan agreement.
o Ensure the loan does not exceed USD 250,000 in the financial year.
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5. Integration with OPI
Permissible Investments via LRS for OPI:

1. Listed Shares:

o Investment in foreign-listed shares without the 10% ownership requirement.
2. ETFsand Mutual Funds:

o Purchase of units in foreign exchange-traded funds or mutual funds.
3. Fixed Income Securities:

o Investment in foreign government or corporate bonds.

6. Restrictions and Prohibited Transactions

Not Permitted:
1. Speculative investments (e.g., derivatives).

2. Investments in prohibited jurisdictions (FATF blacklisted).
3. Real estate other than for development projects.

7. Reporting Requirements for ODI via LRS

Step Action Timeline
Pre-Investment Reporting File Form ODI (Part I) with AD Bank Before remittance
Annual Performance Reporting Submit APR By December 31
Event-Based Reporting File Form ODI (Part I1/111) for changes Within 30 days

8. Compliance and Documentation Checklist

Document Purpose
LRS Declaration Form Authorize remittance under LRS
Form ODI (Part I) Report initial investment details
Share Purchase Agreement Evidence of equity acquisition
Loan Agreement Documentation for loans provided
Valuation Report Ensure compliance with fair market value norms

Annual Performance Report Updates on the foreign entity’s performance
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9. Advantages of Using LRS for ODI

1. Simplified Process:

o Resident individuals can invest directly without requiring complex approvals.
2. Global Exposure:

o Diversify investments in international markets.
3. Flexibility:

o Invest in equity, loans, or partnerships.

10. Key Considerations

e Track LRS Utilization:
o Ensure the total remittance (ODI, travel, education, etc.) stays within the USD
250,000 limit.
e Sectoral Compliance:
o Auvoid prohibited activities and jurisdictions.
« Monitor Reporting Deadlines:
o File necessary forms within prescribed timelines to avoid penalties.

Let me know if you’d like further details, case studies, or tailored assistance on linking ODI
with LRS!

You said:

’d like further details, case studies, or tailored assistance on linking ODI with LRS!

ChatGPT said:
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Here’s an expanded guide with detailed case studies and tailored assistance for linking
Overseas Direct Investment (ODI) with the Liberalized Remittance Scheme (LRS). This
includes practical scenarios, compliance strategies, and solutions to common challenges.

1. Detailed Case Studies
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Case Study 1: Establishing a Wholly-Owned Subsidiary (WOS)

e Scenario:
A resident individual, Mr. Sharma, plans to establish a wholly-owned subsidiary
(WQOS) in Dubai to manage real estate development projects.
e Investment Amount: USD 150,000 under LRS.
o Steps:
1. Pre-Investment Compliance:
= Submit an LRS declaration form and Form ODI (Part I) to the AD

Bank.
= Attach the business plan and incorporation documents of the foreign
subsidiary.
2. Reporting:

= Annual Performance Report (APR) to track the subsidiary's operations.
3. Prohibited Activities:
= Ensure the WOS avoids speculative real estate projects.
e Outcome:
o WOS successfully established within permissible LRS limits.

Case Study 2: Investment in a Foreign Startup

e Scenario:
Ms. Kapoor, an Indian entrepreneur, invests USD 50,000 in a US-based Al startup for
a 15% equity stake.

o Steps:

1. Pre-Investment Steps:
= File Form ODI (Part I) with the AD Bank.
= Submit a valuation report supporting the equity price.
2. Ownership Compliance:
= Ensure ownership meets the ODI threshold of 10% or more.
3. Post-Investment Reporting:
= File APR annually to update on the startup’s performance.
e Outcome:
o Ms. Kapoor gains a strategic foothold in the global tech market.

Case Study 3: Loan to a Joint Venture (JV)
e Scenario:

Mr. Verma lends USD 100,000 to his joint venture (JV) in Singapore to expand
manufacturing operations.
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o Steps:
1. Pre-Investment Compliance:
= File Form ODI (Part I) and the loan agreement with the AD Bank.
2. Conditions:
= Ensure Mr. Verma holds at least 10% equity in the JV.
3. Repatriation of Interest:
= Report any interest earned as income under Indian tax laws.
e Outcome:

o The JV successfully scales its operations, repaying the loan with interest.

2. Tailored Assistance for Common Challenges
Challenge 1: Tracking LRS Utilization

e Scenario:
A resident individual invests USD 200,000 in a foreign entity and later plans to remit
another USD 75,000 for travel and education.
e Solution:
o Track all LRS transactions to ensure the total remittance does not exceed USD
250,000.
o Prioritize higher-value transactions like ODI and adjust other remittances
accordingly.

Challenge 2: Compliance with FATF Norms

e Scenario:
An individual plans to invest under LRS in a jurisdiction flagged by the FATF as
"grey-listed."”

e Solution:

o Conduct enhanced due diligence on the foreign entity.
o Obtain RBI approval and provide supporting documents such as AML
compliance certificates.

Challenge 3: Valuation Disputes

e Scenario:

The AD Bank questions the valuation of shares purchased under ODI via LRS.
e Solution:
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o Engage a Chartered Accountant or SEBI-registered valuer to prepare a
detailed valuation report.

o Justify the valuation using internationally accepted methods like DCF or
comparable company analysis.

3. Best Practices for Linking ODI with LRS
A. Simplified Reporting

1. Form ODI (Part I):
o File before remittance, detailing the purpose, ownership, and investment
amount.
2. Annual Performance Report (APR):
o Submit updates on foreign entity operations and financials annually.

B. Ensure Sectoral Compliance

« Avoid investments in:
o Speculative real estate.
o Gambling, betting, or lottery businesses.
o Jurisdictions flagged by FATF or under international sanctions.

C. Use of Proceeds

o Ensure repatriation of proceeds from disinvestment or liquidation within 90 days to
comply with FEMA.

4. Advanced Templates for Compliance

Template: LRS Declaration Form for ODI
less

Copy code

[On Individual Letterhead]

LRS DECLARATION FORM

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**Subject**: Declaration for Remittance under Liberalized Remittance Scheme
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Dear Sir/Madam,

I, [Name of Individual], residing at [Address], hereby declare that I
intend to remit an amount of USD [Insert Amount] under the Liberalized
Remittance Scheme (LRS) for the following purpose:

**1. Purpose of Remittance**:
- Acquisition of [Insert %] equity stake in [Foreign Entity Name], a
company incorporated in [Country].

**2. Compliance Confirmation**:
- This transaction complies with the limits and guidelines of the LRS.
- The foreign entity operates in a sector and jurisdiction permitted
under FEMA, 1999.

**3. Supporting Documents Attached**:
- Form ODI (Part I).
- Share Purchase Agreement.
- Valuation Report.

Authorized Signatory:
[Name]
[Signature]

Template: APR Filing for ODI via LRS

mathematica
Copy code
[On Individual Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**Subject**: Submission of Annual Performance Report for ODI via LRS
Dear Sir/Madam,

As per the requirements of the Foreign Exchange Management (Overseas
Investment) Rules, 2022, I hereby submit the Annual Performance Report for
the financial year ending [Insert Year].

**1. Details of the Foreign Entity**:
- Name: [Insert Foreign Entity Name]
- Country of Incorporation: [Insert Country]
- Nature of Business: [Insert Business Activity]

**2. Financial Highlights**:
- Total Revenue: USD [Insert Amount]
- Net Profit/Loss: USD [Insert Amount]
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- Ownership Held by Investor: [Insert %]

**Attachments**:
- Audited Financial Statements (if available).
- Updated Shareholding Statement.

Authorized Signatory:
[Name]
[Signature]

5. Frequently Asked Questions

Q1. Can an individual use the LRS limit to invest in a foreign real estate development
project?

o Yes, if the project is for development purposes and not speculative real estate.
Q2. Is it mandatory to file an APR for ODI via LRS?

e Yes, the APR must be submitted annually to track the foreign entity’s performance.
Q3. Can LRS be used for investments in FATF non-compliant jurisdictions?

« No, investments in such jurisdictions require RBI approval.

By following these guidelines and templates, individuals can seamlessly integrate ODI with
the LRS while ensuring full compliance with Indian regulations. Let me know if you need
further assistance!

You said:

Practical Insights

ChatGPT said:

Here are practical insights for effectively leveraging the Overseas Direct Investment
(ODI) framework under the Liberalized Remittance Scheme (LRS), focusing on real-world
applications, strategic considerations, and best practices.
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1. Understanding Common Investment Challenges
Challenge 1: Ensuring Regulatory Compliance

o Issue: Investments in non-compliant jurisdictions or prohibited sectors can face
rejections or penalties.
e Insight:
o Conduct due diligence on the target entity and jurisdiction.
o Verify compliance with FATF norms and FEMA regulations before initiating
investments.

Challenge 2: Valuation Disputes

o Issue: Disagreements over the fair market value of shares or assets during ODI
transactions.
e Insight:
o Use certified valuation professionals to prepare reports based on
internationally accepted methods like Discounted Cash Flow (DCF) or
Comparable Company Analysis.

Challenge 3: Monitoring Deadlines

o Issue: Delays in filing required forms like ODI or APR lead to penalties.
e Insight:
o Maintain a compliance calendar for all reporting obligations, including APR
and event-based filings.

2. Real-World Examples
Case 1: Strategic Market Entry via ODI

e Scenario:
A tech entrepreneur uses LRS to invest USD 200,000 in a US-based startup, acquiring
15% equity.
o Outcome:
o The investment gives access to advanced Al technologies and a foothold in the
US market.
e Practical Tip:
o Leverage LRS to invest in markets where regulatory frameworks are clear and
growth opportunities are high.
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Case 2: Loan Extension to a Foreign Subsidiary

e Scenario:
An Indian SME extends a USD 100,000 loan to its wholly-owned subsidiary (WQOS)
in Singapore to fund expansion.
o Outcome:
o The subsidiary uses the funds to acquire local contracts, boosting its revenue.
e Practical Tip:
o Ensure that the loan complies with the ODI ownership requirement (minimum
10% equity).

Case 3: Diversification Through OPI

e Scenario:
A resident individual invests USD 50,000 in a global technology ETF for portfolio
diversification.
o Outcome:
o Gains exposure to high-growth tech companies without assuming control.
e Practical Tip:
o Use OPI for passive investment strategies, especially for risk-averse investors.

3. Strategic Considerations
A. Choosing the Right Investment Vehicle

e Insight:
Select between equity, loans, or guarantees based on your investment goal:
o Use equity investments for long-term control.
o Use loans for short-term funding needs of JVs or WOS.

B. Target Jurisdiction Analysis

e Insight:
Assess tax benefits, regulatory ease, and market potential before selecting a country
for investment.
o Example:
o Many Indian companies use Singapore as a hub due to its favorable tax
treaties and proximity.

7@‘3 Crd7505@qgmail.com +91 779 505 0177 139 |Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

C. Mitigating Currency Risks

Insight:
Fluctuations in foreign exchange rates can impact the profitability of ODI.
Practical Solution:

o Hedge foreign currency exposure through forward contracts or options.

4. Best Practices

A. Pre-Investment Due Diligence

1.
2.

Conduct a thorough background check on the foreign entity.
Engage professional advisors for legal and financial evaluation.

B. Reporting Compliance

1.
2.

File all pre-investment forms, including ODI Part I.
Update post-investment performance through APR or event-based filings.

C. Use Technology for Monitoring

Insight:
Use digital tools or RBI's online reporting portals to streamline filing and tracking.

5. Tailored Tips for Resident Individuals Using LRS

Tip 1:

Tip 2:

Tip 3:

o

Maximize the LRS Limit

Spread your LRS remittances across permissible purposes (e.g., ODI, education, and
travel) without exceeding the USD 250,000 annual limit.

Combine LRS and Family Investments
Pool LRS limits across family members for larger investments in permissible sectors.
Focus on High-Growth Sectors

Target industries with global growth potential, such as technology, renewable energy,
or healthcare.
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6. Navigating Unique Scenarios
Scenario 1: Investing in a FATF Grey-Listed Jurisdiction

e Insight:
o Enhanced due diligence and RBI approval are mandatory.
e Practical Tip:
o Submit detailed compliance reports and business justifications with your
application.

Scenario 2: Partial Disinvestment
e Insight:
o Report the transaction through Form ODI (Part I11) and reflect retained
ownership in APR.

e Practical Tip:
o Ensure sale proceeds are repatriated to India within 90 days.

Scenario 3: Reinvestment of Retained Earnings
e Insight:
o Use profits generated by a foreign entity to fund its expansion, reducing the
need for fresh remittance.

e Practical Tip:
o Report reinvested earnings in the APR to comply with ODI guidelines.

7. Frequently Asked Questions
Q1: Can I use LRS to invest in a foreign real estate project?
e Yes, but only for development projects and not for speculative purposes.
Q2: Is repatriation mandatory for disinvestment proceeds?
e Yes, all sale proceeds must be repatriated to India within 90 days of the transaction.
Q3: Can family members combine LRS limits for a single ODI?

e Yes, family members can collectively remit funds within their respective LRS limits
for joint investments.

Q4: What happens if reporting deadlines are missed?
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« Non-compliance attracts penalties under FEMA and may require compounding of
offenses.

Conclusion

By leveraging these insights and strategies, individuals and entities can optimize their
overseas investments under the ODI framework while ensuring full compliance with LRS and
RBI regulations. Let me know if you need further assistance or guidance for specific
investment scenarios!

You said:

need further assistance or guidance for specific investment scenarios!

ChatGPT said:
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Here’s detailed guidance and tailored assistance for specific investment scenarios under
the Overseas Direct Investment (ODI) framework using the Liberalized Remittance
Scheme (LRS). These scenarios cover unique challenges and opportunities faced by
individuals and entities.

1. Scenario: Starting a Business Abroad (WOS Formation)
Situation:

You want to set up a wholly-owned subsidiary (WOS) in Singapore to manage an e-
commerce platform.

Steps:

1. Pre-Investment:
o Compliance: Submit Form ODI (Part I) to the Authorized Dealer (AD) Bank
with:
= Business Plan.
= Atrticles of Association of the WOS.
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= Valuation report (if equity capital exceeds USD 250,000 collectively
across investors).
o LRS Declaration: Ensure the USD 250,000 limit per individual is not
breached.
o Choose Singapore:
= Favorable tax treaties.
= Ease of doing business.
2. Investment:
o Remit USD 200,000 to cover incorporation and operational costs.
o Include specific purpose codes for e-commerce activities.
3. Post-Investment:
o File Annual Performance Report (APR) to monitor the financial health of the
WOS.
o Track tax compliance in Singapore and India (avoid double taxation).

Practical Tip:

e Pool LRS limits across family members to collectively remit higher amounts if
needed (e.g., family trust contributions).

2. Scenario: Equity Stake in a Foreign Startup

Situation:

You plan to invest USD 75,000 in a US-based health-tech startup for a 12% stake.
Steps:

1. Due Diligence:
o Verify the startup’s financials, market potential, and compliance with US
regulations.
o Ensure you meet ODI’s 10% ownership/control criteria.
2. Filing Requirements:
o Submit Form ODI (Part 1) with:
= Share Purchase Agreement.
= Startup Valuation Report.
o Use LRS declaration to authorize the remittance.
3. Post-Investment Monitoring:
o Track quarterly reports from the startup.
o Ensure proper documentation for future disinvestment or profit repatriation.

Practical Tip:
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o Hedge currency risks using forward contracts, as fluctuations in the USD-INR rate
can impact returns.

3. Scenario: Disinvestment and Repatriation of Proceeds
Situation:

You want to sell your 20% stake in a UK-based education consultancy and repatriate
proceeds.

Steps:

1. Pre-Sale:
o Obtain a valuation report confirming the fair market value.
o Execute a share sale agreement specifying terms of payment.
2. Reporting:
o File Form ODI (Part I11) within 30 days of the transaction.
o Attach supporting documents:
= Valuation Report.
= Bank Certificate confirming repatriation.
3. Repatriation:
o Ensure proceeds are brought back to India within 90 days.
o Use the amount for reinvestment or other permissible purposes under LRS.

Practical Tip:

o Consult a tax advisor to minimize capital gains tax under the Double Tax Avoidance
Agreement (DTAA) with the UK.

4. Scenario: Investment in a High-Risk Jurisdiction
Situation:

You want to invest USD 100,000 in a cryptocurrency exchange in a FATF grey-listed
country.

Steps:

1. Approval Route:
o Seek prior RBI approval through the AD Bank.
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o Submit enhanced due diligence reports on:
= Counterparty risk assessment.
= AML and CFT compliance.
2. Reporting:
o File Form ODI with:
= Valuation Report.
= Business Plan outlining risk mitigation strategies.
3. Monitoring:
o Regularly review jurisdictional compliance updates.
o Reassess investment viability annually.

Practical Tip:

« Diversify investments to balance risks; avoid exceeding 10% of your total portfolio in
high-risk jurisdictions.

5. Scenario: Expanding an Existing Joint Venture
Situation:

You want to reinvest USD 50,000 in your JV in Dubai to fund new manufacturing lines.
Steps:

1. Reinvestment Using Retained Earnings:
o Use profits generated by the JV to reinvest locally, reducing the need for new
remittance.
o Reflect this in the APR under "retained earnings reinvested."
2. Additional Capital Infusion:
o File Form ODI (Part Il) to report the incremental investment.
o Submit:
= Board Resolution approving reinvestment.
= Updated Financial Statements of the JV.

Practical Tip:

o Evaluate the tax implications of reinvesting earnings abroad versus repatriating them
to India.

6. Scenario: Funding a Family-Owned Business Abroad
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Situation:

Your family plans to establish a boutique hotel in Europe with collective funding under LRS.

Steps:
1. LRS Pooling:
o Pool LRS limits of family members to remit USD 750,000 (3 members x USD
250,000).

2. Ownership Structure:
o Register a family-owned WOS in Europe, ensuring compliance with local
business laws.
3. Filing and Compliance:
o File Form ODI (Part I) for each contributing member.
o Ensure family members maintain transparent records of their contributions.

Practical Tip:

o Consider forming a family trust to manage the ownership structure and succession
planning efficiently.

Key Considerations Across Scenarios

1. Currency Risk Management:
o Hedge exposure for large investments or high-risk jurisdictions.
Tax Compliance:
o Consult advisors for DTAA benefits and tax liabilities in India and the host
country.
Sectoral Restrictions:
o Avoid prohibited activities such as gambling or speculative real estate
investments.
4. Enhanced Monitoring:
o Use dashboards or professional services to track reporting obligations and
ROL.

N

w

Customized Template: Form ODI for JV Expansion

Template:

less
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Copy code
[On Individual or Company Letterhead]

FORM ODI (PART II) - ADDITIONAL INVESTMENT REPORTING

Date: [Insert Date]
To: [Authorized Dealer (AD) Bank Name]

**1. Details of the Indian Investor**:
- Name: [Insert Name]
- PAN: [Insert PAN]
- Address: [Insert Address]

**2. Details of the Foreign Entity**:

- Name: [Insert JV Name]
- Address: [Insert Address]
- Country: [Insert Country]

**3. Details of the Additional Investment**:
- Amount Infused: USD [Insert Amount]
- Source of Funds: [Retained Earnings/New Remittance]

**4 ., Reason for Investment**:
- Expansion of manufacturing lines in [Insert Industry].

**Attachments**:

- Updated Business Plan.

- Financial Statements of the JV.
Authorized Signatory:

[Name]
[Signature]

Let me know if you have a specific scenario to discuss or need additional assistance!

You said:

Please list down all the secretarial steps, approvals, compliances to be complied with wrt ODI

and OPI

ChatGPT said:

7 ical

N /3

g &
Thusy |
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Here’s a comprehensive list of secretarial steps, approvals, and compliances required for
Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI) under the
Foreign Exchange Management (Overseas Investment) Rules, 2022:

1. Overseas Direct Investment (ODI)
A. Pre-Investment Steps

1. Board Approval (for Companies and LLPs):
o Obtain a Board Resolution approving the proposed investment.
o Include details of the foreign entity, purpose, and funding structure.
2. Shareholder Approval (if applicable):
o Seek approval from shareholders if required by the Articles of Association,
Partnership Deed, or Companies Act, 2013.
3. Valuation:
o Obtain a valuation report from a Chartered Accountant or SEBI-registered
valuer.
o Mandatory for unlisted foreign entities or transactions above the threshold set
by RBI.
4. Authorized Dealer (AD) Bank Compliance:
o Submit Form ODI (Part I) to the AD Bank, including:
= Details of the Indian entity or individual.
= Foreign entity's details.
= Investment type (equity, loans, guarantees).
= Source of funds.
5. Sectoral Approvals (if applicable):
o Obtain prior approvals from regulatory authorities (e.g., SEBI, RBI) for
investments in restricted sectors like financial services.
6. RBI Approval:
o Required for:
= Investments exceeding 400% of net worth.
= Investments in FATF non-compliant jurisdictions.
= Round-tripping structures.

B. Post-Investment Compliance

1. Annual Performance Report (APR):
o Submit APR by December 31 every year.
o Include:
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= Financial and operational updates of the foreign entity.
= Shareholding details.
2. Event-Based Reporting:
o File Form ODI (Part Il) for:
= Additional investments.
= Changes in shareholding or ownership.
o File Form ODI (Part I11) for:
= Disinvestment.
= Liquidation of the foreign entity.
o Deadline: Within 30 days of the event.
3. Repatriation of Proceeds:
o Ensure proceeds from disinvestment or liquidation are repatriated to India
within 90 days.
4. Tax Compliance:
o Declare foreign assets and income in Indian tax filings.
o Comply with Double Taxation Avoidance Agreements (DTAAS) if applicable.

C. Documentation Checklist for ODI

Document Purpose
Board/Shareholder Resolution Approve investment.
Form ODI (Part I, II, 111) Pre- and post-investment reporting.
Valuation Report Confirm fair market value.

Share Purchase/Loan Agreement  Document investment terms.
Annual Performance Report (APR) Monitor the foreign entity.
Bank Certificate Confirm remittance or repatriation.

2. Overseas Portfolio Investment (OPI)
A. Pre-Investment Steps

1. Eligibility Check:
o Confirm that the investment qualifies as OPI (e.g., <10% ownership, passive
investments).
2. Liberalized Remittance Scheme (LRS) (for Individuals):
o Submit an LRS declaration form to the AD Bank.
o Ensure the USD 250,000 annual limit is not breached.
3. Authorized Dealer (AD) Bank Compliance:
o Notify the AD Bank of the proposed OPI transaction.

7@‘3 Crd7505@qgmail.com +91 779 505 0177 149 |Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

o

Include:
= Investment purpose.
= Instrument details (e.g., shares, bonds, ETFs).

B. Post-Investment Compliance

1. Trade Confirmations:

o

Maintain broker statements or trade confirmations as evidence of the
investment.

2. Repatriation:

@)

Repatriate income earned (e.g., dividends, interest) into an Indian bank
account.

3. Tax Compliance:

o

Report capital gains or income in Indian tax filings.

4. Event-Based Reporting:

o

Notify the AD Bank of any significant changes in the investment, such as
divestment or restructuring.

C. Documentation Checklist for OPI

Document Purpose
LRS Declaration Form (Individuals) Authorize remittance.
Broker Trade Confirmations Evidence of transactions.
Bank Statements Track income and repatriation.

3. Additional Approvals and Compliance Across ODI and OPI

A. Sector-Specific Requirements

1. Financial Services:

o

Obtain approval from SEBI or RBI if required.

2. Real Estate:

o

ODI is permitted only for development projects, not for speculative purposes.

3. Restricted Jurisdictions:

o

Investments in FATF non-compliant jurisdictions require enhanced due
diligence and prior RBI approval.

B. FATF Compliance
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1. Conduct enhanced due diligence for high-risk jurisdictions.
2. Submit compliance certificates for AML and CFT norms.

C. Monitoring and Record-Keeping

1. ODI:
o Maintain detailed records of all filings, agreements, and performance updates.

2. OPI:
o Track portfolio performance and ensure proper documentation of income and

capital gains.

4. Compliance Deadlines and Penalties

Action Deadline Penalty for Non-Compliance

Pre-Investment Reporting  Before Delay may result in fines under FEMA.

(ODI) remittance
. By December . - .
APR Submission 31 Penalties for late filing or incomplete data.
. I Potential rejection of future ODI/OPI
Event-Based Reporting Within 30 days otential rejection of future ODI/O

applications.
Repatriation of Proceeds Within 90 days Fines and restrictions on future transactions.

5. Best Practices for Compliance

1. Maintain a Compliance Calendar:

o Track deadlines for APR, event-based filings, and repatriation.
2. Engage Professional Advisors:

o Consult legal and financial experts for complex transactions.
3. Digital Reporting:

o Use RBI’s online portals to streamline filings and reduce errors.
4. Internal Audits:

o Periodically audit compliance records to identify gaps.

Let me know if you need further elaboration, templates, or assistance with specific
compliance requirements!

You said:
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need further elaboration, templates, or assistance with specific compliance requirements!

ChatGPT said:

Here’s a detailed elaboration with templates and practical assistance for specific
compliance requirements related to ODI and OPI under the applicable regulations.

1. Pre-Investment Compliance for ODI
A. Board and Shareholder Approvals

Template for Board Resolution:

less
Copy code
[On Company Letterhead]

BOARD RESOLUTION

Date: [Insert Date]
Place: [Insert Location]
The Board of Directors of [Company Name], at its meeting held on [Date], at

[Location], passed the following resolution:

**RESOLVED THAT**, pursuant to the provisions of the Companies Act, 2013,
the Foreign Exchange Management (Overseas Investment) Rules, 2022, and
other applicable laws, approval be and is hereby accorded for the
investment of USD [Amount] in [Foreign Entity Name], incorporated in
[Country], for [Purpose of Investment].

**RESOLVED FURTHER THAT**, [Name of Authorized Person], [Designation], be
and is hereby authorized to execute all necessary documents, file required
forms (Form ODI), and liaise with the Authorized Dealer (AD) Bank for
remittance.

**RESOLVED FURTHER THAT**, [Additional Specific Authorizations, if any].
For [Company Name],

[Name & Designation of Authorized Signatory]
[Signature]
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B. Form ODI (Part 1)

Key Details:
1. Name and PAN of the Indian Investor.
2. Details of the Foreign Entity (Name, Address, Country).
3. Investment Type (Equity, Loan, Guarantee).
4. Source of Funds.

Template for Submission Letter:

mathematica
Copy code
[On Company Letterhead]

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Form ODI (Part I) for Investment in [Foreign
Entity Name]

Dear Sir/Madam,

We hereby submit Form ODI (Part I) for an investment in [Foreign Entity
Name], located in [Country], amounting to USD [Amount]. Attached are the
supporting documents, including the Board Resolution, Share Purchase

Agreement, and Valuation Report.

We confirm compliance with the applicable regulations under FEMA and the
ODI framework.

Thank you.
Yours sincerely,

[Name & Designation]
[Signature]

Attachments:

1. Form ODI (Part I).
2. Valuation Report (if applicable).
3. Incorporation Certificate of the Foreign Entity.

2. Annual Performance Report (APR) for ODI

Purpose:
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To track the performance of the foreign entity and monitor financial commitments.

Template for APR Filing:

mathematica
Copy code
[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Annual Performance Report for [Foreign Entity
Name]

Dear Sir/Madam,

We submit the Annual Performance Report (APR) for [Foreign Entity Name] for
the financial year ending [Insert Year], in compliance with the Foreign
Exchange Management (Overseas Investment) Rules, 2022.

**Details of the Foreign Entity**:
- Name: [Insert Name]
- Country: [Insert Country]
- Ownership: [Insert %]

**Financial Highlights**:
- Revenue: USD [Insert Amount]
- Net Profit/Loss: USD [Insert Amount]
- Total Assets: USD [Insert Amount]

**Attachments**:

- Audited Financial Statements.

- Updated Shareholding Structure.
Yours sincerely,

[Name & Designation]
[Signature]

3. Event-Based Reporting for ODI
A. Additional Investment

Template for Form ODI (Part I1):

mathematica
Copy code
[On Company Letterhead]
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FORM ODI (PART II) - EVENT-BASED REPORTING

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Reporting Additional Investment in [Foreign Entity Name]
Dear Sir/Madam,

In compliance with the Foreign Exchange Management (Overseas Investment)
Rules, 2022, we hereby report an additional investment of USD [Amount] in
[Foreign Entity Name].

**Details of the Transaction**:
- Date of Investment: [Insert Date]

- Ownership After Investment: [Insert %]
- Purpose of Investment: [Insert Purpose]

**Attachments**:

- Proof of Remittance.

- Board Resolution Approving Additional Investment.
Yours sincerely,

[Name & Designation]
[Signature]

B. Disinvestment

Template for Form ODI (Part I11):

less

Copy code

[On Company Letterhead]

FORM ODI (PART III) - DISINVESTMENT REPORTING

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Reporting Disinvestment in [Foreign Entity Name]

Dear Sir/Madam,

We hereby report the disinvestment of our stake in [Foreign Entity Name],
located in [Country], amounting to USD [Amount]. The proceeds have been

repatriated to India on [Insert Date].

**Details of the Transaction**:
- Ownership Before Disinvestment: [Insert %]
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- Ownership After Disinvestment: [Insert %]
- Sale Amount: USD [Insert Amount]

**Attachments**:
- Share Sale Agreement.
- Bank Certificate Confirming Repatriation.

Yours sincerely,
[Name & Designation]
[Signature]

4. LRS Declaration for OPI

Template for LRS Declaration Form:

less
Copy code
[On Individual Letterhead]

LRS DECLARATION FORM

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Declaration for Investment Under LRS
Dear Sir/Madam,

I, [Name], residing at [Address], hereby declare that I intend to remit an
amount of USD [Insert Amount] under the Liberalized Remittance Scheme (LRS)
for investing in [Insert Investment Type, e.g., ETF, equity shares].

I confirm that the total remittance for the current financial year,
including this transaction, does not exceed USD 250,000.

Yours sincerely,
[Name]
[Signature]

5. Common Pitfalls to Avoid

1. Delayed Filings:
o Failing to submit Form ODI (Part I/11/111) or APR on time can lead to
penalties.
2. Incomplete Documentation:
o Missing valuation reports or share purchase agreements can delay approvals.
3. Non-Repatriation:
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o Proceeds from disinvestment not repatriated within 90 days may attract
scrutiny.

6. Compliance Checklist

Compliance . .
!O Form/Action Deadline Remarks
Requirement
Pre-Investment Before

Form ODI (Part I) Mandatory for all ODI.

Reporting Remittance
Form ODI (Part

Additional Investment Within 30 days For incremental investments.

i)
- . Form ODI (Par -
Disinvestment Reporting “c:) ODI (Part Within 30 days Include proof of proceeds.
Annual Performance APR By December 31 For tracking foreign entities.
Report
LRS Declaration (OPI) LRS Form Befo.re Ensure compliance with LRS
Remittance cap.

Need Additional Assistance?
Let me know:

e Specific transactions (e.g., equity, loan, or guarantee).
e Unique scenarios (e.g., FATF jurisdictions, mergers, or restructuring).
o Additional templates or legal opinions.

I’m here to guide you!
You said:

Please guide me

ChatGPT said:

7”}“
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Here’s a step-by-step guidance tailored to your needs for Overseas Direct Investment (ODI)
and Overseas Portfolio Investment (OPI) based on regulatory requirements, common
challenges, and compliance best practices.

Step 1: Identify Your Investment Type
Determine whether the investment qualifies as ODI or OPI:

« ODI:

o Ownership/control: >10% equity or voting rights.

o Active involvement in management or operations.
« OPI:

o Passive investments, such as listed shares, ETFs, or bonds.
o Ownership/control: <10%.

Action: Classify the investment and plan reporting accordingly.

Step 2: Pre-Investment Steps
A. Prepare Documentation

1. For ODI:
o Board Resolution: Approve the investment amount and purpose.
o Share Purchase/Loan Agreement: Finalize terms with the foreign entity.

o Valuation Report: Required for unlisted foreign entities or high-value
transactions.

2. For OPI:
o LRS Declaration Form: Ensure remittance under USD 250,000 cap.

B. Obtain Necessary Approvals

1. Automatic Route:

o Investment <400% of net worth (ODI for entities).
o Investments in FATF-compliant jurisdictions.
2. Approval Route:
o Investments in FATF non-compliant jurisdictions.
o Round-tripping or structures requiring RBI scrutiny.

Action: Submit Form ODI (Part I) and required documents to the Authorized Dealer (AD)
Bank.
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Step 3: Execute the Investment
A. For ODI:

o Remit funds via the AD Bank after completing pre-investment filings.
o Ensure proper purpose codes are used for the transaction.

B. For OPI:

o Work with a broker or financial institution to execute transactions in permissible
instruments (e.g., ETFs, listed shares).

Step 4: Post-Investment Compliance
A. Annual Reporting

1. File Annual Performance Report (APR) for ODI:

o Submit by December 31 every year.

o Include operational and financial updates for the foreign entity.
2. Maintain trade confirmations and broker statements for OPI.

B. Event-Based Reporting

o ODI (Part 11/111):
o Report additional investments, changes in ownership, or disinvestment within
30 days of the event.

C. Repatriation Obligations

e Bring proceeds from disinvestment, liquidation, or income (e.g., dividends, interest)
to India within 90 days.

Action: Track reporting deadlines to avoid penalties.

Step 5: Monitor Tax Compliance

1. Declare Foreign Assets:
o Include in your annual tax filings under the Income Tax Act.
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o Report income earned abroad (e.g., dividends, capital gains).

2. Use DTAAs:
o Leverage Double Taxation Avoidance Agreements (DTAAS) to minimize tax

liability.

Step 6: Common Challenges and Solutions

Challenge Solution
Maintain a compliance calendar for APR, disinvestment reports, and
RBI approvals.

Valuation Disputes Engage certified professionals for transparent valuation.

Missed Deadlines

Complex Use legal and financial advisors for mergers, round-tripping, or high-
Transactions value investments.

Restricted Conduct enhanced due diligence and seek RBI approval for FATF
Jurisdictions grey/black-listed investments.

Step 7: Need Assistance?

For Specific Scenarios

1. Setting Up a Wholly-Owned Subsidiary:
o | can provide detailed guidance on forming a WOS in a foreign jurisdiction,

including templates and sector-specific approvals.

2. Disinvestment or Liquidation:
o Assistance with valuation reports, share sale agreements, and Form ODI (Part

[11) submissions.

3. Investment in High-Risk Jurisdictions:
o Help with RBI approval process, due diligence documentation, and AML

compliance.

For Compliance Tracking

o Use tools or trackers to monitor reporting obligations and investment performance.

Customized Templates

Let me know:
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e The specific transaction type (e.g., equity, loan, or guarantee).
e Investment location (e.g., FATF-compliant or restricted jurisdiction).
e Any unique factors (e.g., round-tripping concerns, family pooling under LRS).

I’1l provide tailored templates and detailed guidance!
You said:

Please guide me on each of the Specific transactions (e.g., equity, loan, or guarantee). Unique
scenarios (e.g., FATF jurisdictions, mergers, or restructuring). Additional templates or legal
opinions.

ChatGPT said:

7ICAI

P
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Trusy e ®

Here’s a comprehensive guide tailored to specific transactions, unique scenarios, and
templates for regulatory compliance under the Overseas Direct Investment (ODI)
framework.

1. Specific Transactions

A. Equity Investment
Overview:

o Involves acquiring ownership stakes in a foreign entity, >10% for ODI.
e Requires pre- and post-investment compliance.

Steps:

1. Valuation:
o Obtain a valuation report for the foreign entity.
o Required for unlisted entities or significant investments.
2. Form ODI (Part I):
o File with AD Bank before remittance.
3. APR Submission:
o File Annual Performance Report by December 31 annually.
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Template:

less
Copy code
[On Company Letterhead]

SUBMISSION OF FORM ODI FOR EQUITY INVESTMENT

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Form ODI for Investment in Equity of [Foreign
Entity Name]

Dear Sir/Madam,

We hereby submit Form ODI (Part I) for acquiring [Insert %] equity in
[Foreign Entity Name], located in [Country]. Attached are the required
documents for your reference.

**Attachments**:
- Board Resolution
- Share Purchase Agreement
- Valuation Report

Authorized Signatory:
[Name & Designation]
[Signature]

B. Loan to Foreign Entity
Overview:

« Permitted only for joint ventures (JV) or wholly-owned subsidiaries (WQS).
e Requires at least 10% equity ownership in the foreign entity.

1. Prepare Loan Agreement:

o Specify loan terms, interest rates, and repayment schedules.
2. Form ODI (Part I):

o File the loan agreement with the AD Bank.
3. Monitor Repayment:

o Report interest income and principal repayments.

Template:
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less
Copy code
[On Company Letterhead]

SUBMISSION OF FORM ODI FOR LOAN TO [Foreign Entity Name]

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Reporting Loan to [Foreign Entity Name] Under ODI Framework
Dear Sir/Madam,

We report a loan of USD [Insert Amount] to [Foreign Entity Name], located
in [Country]. Details of the loan are attached herewith.

**Attachments**:
- Loan Agreement
- Board Resolution

Authorized Signatory:
[Name & Designation]
[Signature]

C. Issuance of Guarantee
Overview:

o Guarantees can be corporate, personal, or performance-based.
e Limited to JV or WOS where the Indian investor holds >10% equity.

1. Draft Guarantee Documents:

o Include details of the guarantee (e.g., type, amount, beneficiary).
2. Form ODI (Part I):

o File before issuance of the guarantee.
3. Event-Based Reporting:

o Report invocation within 30 days.

Template:
less
Copy code

[On Company Letterhead]

REPORTING ISSUANCE OF GUARANTEE UNDER ODI
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Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Form ODI for Issuance of Guarantee
Dear Sir/Madam,

We report the issuance of a [Type of Guarantee] amounting to USD [Insert
Amount] for [Foreign Entity Name], located in [Country].

**Attachments**:
- Guarantee Agreement
- Board Resolution
Authorized Signatory:

[Name & Designation]
[Signature]

2. Unique Scenarios

A. FATF Non-Compliant Jurisdictions
Issue:

e Investments in FATF grey/black-listed jurisdictions require prior RBI approval.
Steps:

1. Conduct Enhanced Due Diligence:

o Verify the foreign entity's AML and CFT compliance.
2. Prepare Application:

o Include business justification, compliance measures, and due diligence reports.
3. File Application with AD Bank.

Template:

less

Copy code

[On Company Letterhead]

APPLICATION FOR RBI APPROVAL FOR ODI IN FATEF JURISDICTION
Date: [Insert Date]

To: The Reserve Bank of India

Through: [Authorized Dealer Bank Name]

**Subject**: Application for Investment in FATF Grey-Listed Country
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Dear Sir/Madam,

We seek approval for an ODI amounting to USD [Insert Amount] in [Foreign
Entity Name], located in [Country]. Details of the proposed investment and
compliance measures are enclosed.

**Attachments**:
- Due Diligence Report
- AML/CFT Compliance Certificate

Authorized Signatory:

[Name & Designation]
[Signature]

B. Mergers and Restructuring
Steps:

1. Prepare Merger/Restructuring Documents:

o Include share swap agreements or restructuring plans.
2. File Form ODI:

o Report changes in ownership or capital structure.
3. Submit Event-Based Reports:

o Use Form ODI (Part 1I/111) within 30 days.

3. Additional Templates and Legal Opinions

A. Disinvestment Reporting

less
Copy code
[On Company Letterhead]

FORM ODI (PART III) - DISINVESTMENT REPORTING

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Reporting Disinvestment of Stake in [Foreign Entity Name]
Dear Sir/Madam,
We hereby report the disinvestment of [Insert %] stake in [Foreign Entity

Name], located in [Country], for USD [Insert Amount]. Proceeds have been
repatriated to India on [Insert Date].
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**Attachments**:
- Share Sale Agreement
- Valuation Report
- Bank Certificate Confirming Repatriation

Authorized Signatory:
[Name & Designation]
[Signature]

B. Legal Opinion
Scenario: Investment in high-risk jurisdictions or unique transaction structures. Format:

1. Transaction Overview:
o Describe the investment type, jurisdiction, and structure.
2. Applicable Regulations:
o Cite provisions of FEMA, ODI Rules, and FATF guidelines.
3. Risk Analysis:
o Highlight compliance challenges and mitigation strategies.
4. Conclusion:
o Provide a clear opinion on the transaction's feasibility and regulatory
requirements.

Let me know:

e Specific investment types (e.g., equity, debt, or guarantees).
e Unique circumstances (e.g., FATF jurisdiction, high-value mergers).
o Additional templates or clarifications.

I'm here to assist further!

You said:

Please elucidate the applicable provisions wrt the ODI and OPI of the FEMA Act, FEM
Rules, RBI Notifications & Directions

ChatGPT said:
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Here’s a detailed breakdown of the applicable provisions related to Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI) under the Foreign Exchange
Management Act (FEMA), 1999, associated rules, and regulatory directions:

1. FEMA Act, 1999
A. Key Sections Applicable

1. Section 3:
o Restricts transactions involving foreign exchange unless permitted under the
Act, rules, or regulations.
o ODI/OPI transactions require compliance with FEMA and associated rules.
2. Section 6:
o Empowers the Reserve Bank of India (RBI) to regulate capital account
transactions, including overseas investments.
o Authorizes rules governing the transfer or issue of foreign securities.
3. Section 13:
o Provides penalties for non-compliance with ODI/OPI provisions, including
unauthorized transactions or delayed reporting.

4. Section 46:
o Enables the Central Government to frame rules for implementing FEMA
provisions.

2. Foreign Exchange Management Rules
A. FEMA (Overseas Investment) Rules, 2022
Notified by the Ministry of Finance to streamline ODI and OPI compliance.

1. Scope:
o Covers investments by Indian entities and individuals in foreign entities
through equity, loans, or guarantees.
2. Key Provisions:
o Rule 4: Permits ODI by Indian entities in equity shares, debt, or guarantees.
o Rule 5: Permits ODI by resident individuals under the Liberalized Remittance
Scheme (LRS), up to USD 250,000 annually.
o Rule 6: Prohibits investments in real estate, gambling, or FATF non-compliant
jurisdictions.
o Rule 9: Governs reporting requirements, including:
= Pre-investment (Form ODI Part I).
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= Post-investment (Annual Performance Report and event-based filings).
3. Thresholds:
o Investments exceeding 400% of an entity’s net worth require prior RBI
approval.
o Write-offs for disinvestments allowed up to 25% of the equity investment
under the automatic route.

3. Foreign Exchange Management (Non-Debt Instruments) Rules, 2019

e Governs portfolio investments by resident individuals and entities.
o Permits OPI in listed securities (e.g., shares, bonds, ETFs) up to the prescribed limits.
« Prohibits speculative investments (e.g., derivatives) under OPI.

4. RBI Notifications and Master Directions
A. RBI Notification: FEMA 120 (Superseded by 2022 Rules)

« Earlier governed ODI and OPI transactions.
e Now replaced by FEMA (Overseas Investment) Rules, 2022.

B. RBI Master Direction on ODI/OPI

1. Updated Directions (2022):
o Incorporates the FEMA (Overseas Investment) Rules, 2022, for procedural
clarity.
o Defines:
= ODI: Investments involving >10% ownership/control.
= OPI: Passive investments in foreign securities.
2. Key Highlights:
o ODI/OPI transactions require Form ODI submission to the AD Bank.
o Provides detailed compliance requirements for disinvestment, guarantees, and
write-offs.

5. Regulatory Framework for Compliance

Aspect Applicable Provision
Eligibility for ODI  Rule 4 & 5 of FEMA (Overseas Investment) Rules, 2022.
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Aspect Applicable Provision
Permissible Rule 6 of FEMA (Overseas Investment) Rules, 2022 (Prohibits
Jurisdictions FATF non-compliant countries).
Reporting

. Rule 9 of FEMA (Overseas Investment) Rules, 2022.
Obligations

Rule 6 of FEMA (Overseas Investment) Rules, 2022 (Prohibits
gambling, real estate, etc.).

FEMA (Non-Debt Instruments) Rules, 2019; LRS Guidelines (USD
250,000 limit).

Sectoral Restrictions

OPI for Individuals

6. Specific Compliance Scenarios
A. Investments in Restricted Sectors

e Provisions:

o Rule 6 of FEMA (Overseas Investment) Rules, 2022.
o Example:

o Prohibits ODI in real estate or speculative activities.

B. Investments in FATF Non-Compliant Jurisdictions
e Provisions:

o Rule 6 of FEMA (Overseas Investment) Rules, 2022.
o Requires prior RBI approval and enhanced due diligence.

o Example:
o Investments in a FATF grey-listed country require RBI approval and detailed
reporting.

C. Repatriation of Proceeds

e Provisions:
o Rule 9 of FEMA (Overseas Investment) Rules, 2022.
o Proceeds from disinvestment or liquidation must be repatriated to India within
90 days.
o Example:
o Sale of a foreign JV stake must include evidence of repatriation in Form ODI
(Part 111).

7. Penalties for Non-Compliance
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Violation Penalty Provision

Monetary penalties under Section 13 of
FEMA.

Non-repatriation of sale proceeds Fines or restrictions on future transactions.

Delay in filing Form ODI or APR

Unauthorized investments in restricted

Compounding of offenses under FEMA.
sectors

8. Practical Steps for Compliance

1. Pre-Investment:
o Ensure eligibility under Rule 4 or 5 of FEMA (Overseas Investment) Rules,
2022.
o File Form ODI (Part I) with supporting documents.
o Obtain RBI approval for restricted sectors or jurisdictions.
2. Investment Execution:
o Remit funds through AD Bank with appropriate purpose codes.
o Ensure compliance with LRS for individuals.
3. Post-Investment:
o File Annual Performance Report (APR) by December 31.
o Report additional investments, disinvestment, or changes in ownership within
30 days.
4. Ongoing Monitoring:
o Track deadlines for reporting and compliance.
o Periodically review sectoral and jurisdictional restrictions.

9. Templates and Assistance
Let me know if you need:

o Templates for Form ODI filings, shareholder approvals, or RBI applications.
o Detailed legal opinions on unique transactions (e.g., FATF jurisdictions or mergers).
« Guidance on compliance tracking for complex ODI/OPI portfolios.

I’m here to provide further assistance!
You said:

Success stories of ODI & OPI from India

ChatGPT said:
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Here are success stories of Overseas Direct Investment (ODI) and Overseas Portfolio
Investment (OPI) from India, showcasing how Indian companies and individuals have
leveraged global opportunities:

1. ODI Success Stories

A. Tata Motors - Acquisition of Jaguar Land Rover (JLR)

e Year: 2008
e Investment Amount: $2.3 billion
e Type of Investment: ODI through equity acquisition.
o Outcome:
o Turned around JLR into a profitable brand within a few years.
o Tata Motors leveraged JLR’s global presence to expand its luxury vehicle
segment.
o JLR contributed significantly to Tata Motors' revenue, transforming it into a
global auto player.

B. Bharti Airtel - Expansion into Africa

e Year: 2010
e Investment Amount: $10.7 billion
o Type of Investment: ODI for acquiring Zain Telecom’s African operations.
o Outcome:
o Entered 15 African countries, becoming one of the largest telecom providers
in the region.
o Successfully grew its subscriber base and diversified revenue streams.
o Demonstrated the ability of Indian companies to handle large-scale global
acquisitions.

C. Infosys - Strategic Investments in Startups
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e Year: 2015-2020
e Investment Amount: $500 million+ in multiple startups globally.
e Type of Investment: ODI via equity and convertible instruments.
e Notable Investments:
o Panaya (lIsrael) for automation technology.
o US-based Al and digital startups to enhance service offerings.
o Outcome:
o Accelerated digital transformation capabilities.
o Gained access to cutting-edge technologies and niche markets.

D. Mahindra & Mahindra - Acquisition of SsangYong

e Year: 2010
e Investment Amount: $463 million
e Type of Investment: ODI through equity acquisition.
e Outcome:
o Gained access to global markets in SUVs.
o Synergized R&D efforts between India and South Korea.

o Revitalized SsangYong, establishing it as a premium brand in several markets.

E. ONGC Videsh - Oil Exploration Projects

e Year: 2000—Present
e Investment Amount: $30 billion+ across various projects.
o Type of Investment: ODI through equity and joint ventures.
e Notable Projects:
o Sakhalin-I (Russia).
o Rovuma Area 1 (Mozambique).
o Outcome:
o Secured critical energy resources for India.
o Established ONGC Videsh as a leading player in global energy exploration.

2. OPI Success Stories

A. Indian Individuals Investing in Global Technology Stocks

e Examples:
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o Indian HNIs and professionals used the Liberalized Remittance Scheme (LRS)
to invest in companies like Tesla, Apple, and Google.
e Outcome:
o Benefited from exponential growth in global tech stocks.
o Diversified portfolios with exposure to high-growth sectors.

B. Mutual Funds Offering Global Exposure

o Examples:
o Motilal Oswal Nasdaq 100 ETF, Franklin India Feeder — US Opportunities
Fund.
o Outcome:
o Enabled Indian investors to gain indirect exposure to global equity markets.
o Benefited from dollar-denominated returns and diversified portfolio risks.

C. Indian Startups with OPI from Global Investors

o Examples:
o Flipkart: Received significant OPI from SoftBank, Tiger Global, and Walmart
(acquisition).
o BYJU’S: Attracted global funds like Qatar Investment Authority and Sequoia
Capital.
e Outcome:
o Helped scale operations globally.
o Positioned Indian startups as global leaders in e-commerce and ed-tech.

3. Key Takeaways from Success Stories

e ODI Learnings:

1. Strategic Acquisitions: Companies like Tata Motors and Mahindra &
Mahindra leveraged ODI to acquire distressed assets and transform them into
global brands.

2. Market Diversification: Bharti Airtel and ONGC Videsh demonstrated the
importance of expanding to new geographies to reduce dependency on
domestic markets.

3. Technology Access: Infosys’ startup investments highlight the role of ODI in
accessing cutting-edge technologies.
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e OPI Learnings:
1. Wealth Creation: Individuals and funds tapping into global markets,
especially the tech sector, achieved significant returns.
2. Risk Mitigation: OPI enabled diversification across currencies, geographies,
and sectors.
3. Collaboration: Indian startups attracting OPI from global investors fueled
innovation and global expansion.

4. Conclusion

The success of ODI and OPI reflects India’s growing economic clout and strategic use of
international markets. Indian businesses and individuals are leveraging these frameworks for
global expansion, wealth creation, and innovation.

Let me know if you'd like more detailed analysis or tailored insights on specific cases!
You said:

d like more detailed analysis

ChatGPT said:
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Here’s a detailed analysis of the ODI and OPI success stories, focusing on strategies,
challenges, and how these investments contributed to global growth and India’s economic
position.

1. Tata Motors — Acquisition of Jaguar Land Rover (JLR)

Strategic Analysis:
e Opportunity:

In 2008, Jaguar and Land Rover were struggling brands owned by Ford, offering Tata
Motors a chance to acquire well-known global names at a relatively low valuation.
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« Execution:
Tata Motors utilized equity financing under the ODI framework to fund the $2.3
billion acquisition.
e Challenges:
o Integrating JLR’s operations with Tata Motors' existing business.
o Reviving profitability amid the global financial crisis.
o Outcome:
o JLR became one of Tata Motors' most profitable divisions, contributing nearly
75% of its revenue in subsequent years.
o The acquisition positioned Tata Motors as a leader in the global luxury
automobile market.

Lessons Learned:

1. Distressed Asset Turnaround:

Leveraging ODI to acquire undervalued assets and transform them into profit centers.
2. Brand Building:

Tata Motors used JLR to enhance its global reputation.

2. Bharti Airtel — Expansion into Africa

Strategic Analysis:

e Opportunity:
Africa offered untapped potential for telecom services, and Bharti Airtel identified
Zain Telecom’s operations as an entry point.
o Execution:
Airtel invested $10.7 billion using ODI to acquire Zain’s assets in 15 African
countries.
o Challenges:
o Adapting to diverse regulatory and market conditions in multiple countries.
o Managing high operational costs and competition.
e Outcome:
o Airtel became the second-largest telecom operator in Africa, with over 120
million subscribers.
o Significant revenue growth from African operations.

Lessons Learned:
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1. Market Diversification:
Reducing dependency on the Indian market by expanding to high-growth international
markets.

2. Long-Term Commitment:
Despite initial losses, Airtel’s perseverance in Africa led to profitability.

3. Infosys — Strategic Investments in Startups

Strategic Analysis:

e Opportunity:
To stay competitive in the IT services sector, Infosys invested in emerging
technologies like Al, automation, and cloud computing.
« Execution:
Using ODI, Infosys acquired stakes in multiple global startups, including:
o Panaya (Israel): For automation technology.
o Skava (US): For digital marketing solutions.
o Challenges:
o Integrating startups with Infosys’ larger business model.
o Rapid technological advancements requiring constant adaptation.
e Outcome:
o Enhanced Infosys’ service offerings, particularly in digital transformation.
o Strengthened its market position against competitors like TCS and Accenture.

Lessons Learned:

1. Innovation Through ODI:

Leveraging equity investments to access emerging technologies.
2. Scalability:

Using startup capabilities to scale operations globally.

4. ONGC Videsh — Oil Exploration Projects

Strategic Analysis:

e Opportunity:
Securing long-term energy resources to meet India’s growing energy demands.
e Execution:
o Investment in Sakhalin-1 (Russia) for oil exploration and production.
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o Acquiring stakes in Mozambique's Rovuma Area 1 gas fields.
e Challenges:
o Political risks in volatile regions.
o High capital expenditure for exploration projects.
o Outcome:
o ONGC Videsh established itself as a major player in global energy
exploration.
o Ensured stable energy supplies for India.

Lessons Learned:

1. Resource Security:
Strategic ODI ensures access to critical resources.
2. Geopolitical Risk Management:
Balancing risks in politically sensitive regions with high returns.

5. Indian Individuals — OPI in Global Tech Stocks

Strategic Analysis:

e Opportunity:
Indian HNIs and retail investors identified the high-growth potential of global tech
giants like Tesla, Apple, and Amazon.
o Execution:
o Using the Liberalized Remittance Scheme (LRS), individuals invested in
global equity markets through brokers and ETFs.
e Challenges:
o Managing currency risks (USD-INR fluctuations).
o Staying informed about foreign market dynamics.
o Outcome:
o High returns from tech stocks, significantly outperforming domestic
benchmarks.
o Diversified portfolios with exposure to dollar-denominated assets.

Lessons Learned:

1. Wealth Creation via OPI:
Passive investments in global markets enable individuals to access high-growth
sectors.

2. Diversification:
OPI reduces reliance on Indian markets and mitigates local risks.
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6. BYJU’S — Attracting Global OPI

Strategic Analysis:

o Opportunity:
Ed-tech demand surged globally, especially during the COVID-19 pandemic.
« Execution:
o BYIJU’S raised significant OPI from global investors like Qatar Investment
Authority and Sequoia Capital.
o Funds were used to expand internationally and acquire other ed-tech
companies.
o Challenges:
o Managing investor expectations while scaling operations.
o Intense competition in the global ed-tech space.
e Outcome:
o BYJU’S became the world’s most valuable ed-tech company, with a valuation
exceeding $20 billion.

Lessons Learned:
1. Global Capital for Innovation:
Attracting OPI enables startups to scale and innovate rapidly.

2. Building Global Brands:
Strategic use of OPI positions Indian companies as global leaders.

Key Takeaways from the Analysis

Aspect ODI Insights OPI Insights
. Market diversification, innovation,  Wealth creation, portfolio
Strategic Goals . AR
resource security. diversification.
Execution High integration costs, regulatory Currency risks, market information
Challenges complexities. gaps.
Global growth, enhanced brand : . .
Outcomes - _g High returns, risk mitigation.
visibility.
Long-term vision, strategic Identifying high-growth sectors
Success Factors g . g ying ngh-g
acquisitions. and global trends.
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Let me know if you’d like further elaboration on specific cases or additional insights into
strategic execution!

You said:

Ket check list of activities to be completed by CAs while handling ODIs/OPIs

ChatGPT said:
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Here’s a key checklist of activities for Chartered Accountants (CAs) when handling
Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI) transactions,
ensuring compliance with FEMA, 1999, and associated rules and regulations.

Checklist for ODIs

1. Pre-Investment Activities

1. Understand Client’s Objectives:
o Assess whether the investment aligns with the client’s business strategy.
o Confirm if the investment qualifies as ODI (=10% ownership/control).
2. Entity/Individual Eligibility Check:
o Verify the client's eligibility under the FEMA (Overseas Investment) Rules,
2022.
o Check if the client meets sector-specific and jurisdictional compliance
requirements.
3. Jurisdictional Due Diligence:
o Ensure the target jurisdiction complies with FATF norms.
o Avoid investments in prohibited sectors like gambling or speculative real
estate.
4. Prepare Necessary Documentation:
o Board Resolution or Shareholder Approval.
o Valuation Report for unlisted foreign entities or significant investments.
o Share Purchase Agreement or Loan Agreement (if applicable).
5. Submit Pre-Investment Filing:
o File Form ODI (Part I) with the Authorized Dealer (AD) Bank.
o Attach supporting documents (e.g., resolutions, agreements, valuation reports).
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2. During Investment Execution

1. Monitor Remittance:
o Ensure funds are routed through the AD Bank using the correct purpose codes.
o Track compliance with limits (e.g., 400% of net worth for entities, USD
250,000 under LRS for individuals).
2. Record Transaction Details:
o Maintain detailed records of the remittance, agreements, and approvals for
audit purposes.

3. Post-Investment Compliance

1. File Annual Performance Report (APR):
o Submit APR by December 31 annually.
o Include:
= Operational updates (e.g., revenue, profit/loss, shareholding changes).
= Financial performance of the foreign entity.
2. Handle Event-Based Reporting:
o File Form ODI (Part IlI) for:
= Additional investments or changes in ownership.
o File Form ODI (Part I11) for:
= Disinvestment or liquidation of the foreign entity.
o Deadline: Within 30 days of the event.
3. Repatriation Monitoring:
o Ensure disinvestment proceeds or dividends are repatriated to India within 90
days.

4. Audit and Reporting

1. Maintain Compliance Records:
o Audit all filings, approvals, and remittance records.
o Document compliance with sectoral and jurisdictional requirements.
2. Monitor Tax Implications:
o Assist in reporting foreign income and assets in Indian tax filings.
o Leverage Double Taxation Avoidance Agreements (DTAAS) where
applicable.
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Checklist for OPIs
1. Pre-Investment Activities

1. LRS Compliance for Individuals:
o Verify that the total remittance under the Liberalized Remittance Scheme
(LRS) does not exceed USD 250,000 annually.
o Ensure remittance is for permissible purposes like listed securities, ETFs, or
bonds.
2. Portfolio Diversification Strategy:
o Assist clients in selecting appropriate OPI instruments based on risk tolerance
and investment goals.
3. Documentation:
o Obtain and file the LRS declaration form with the AD Bank.
o Collect client declarations for compliance records.

2. During Investment Execution

1. Monitor Transactions:
o Ensure remittances are executed through the AD Bank.
o Track transactions to maintain compliance with OPI limits.
2. Currency Risk Management:
o Aduvise clients on hedging strategies for foreign currency exposure (e.g.,
forward contracts, options).

3. Post-Investment Compliance

1. Record Income:
o Track dividends, interest, or capital gains earned on OPI investments.
o Ensure repatriation of income to an Indian bank account.
2. Assist in Tax Filing:
o Report foreign income in the client’s tax returns.
o Advise on capital gains tax implications.
3. Periodic Review:
o Periodically review the portfolio to ensure compliance with OPI limits and
risk mitigation strategies.

Key Compliance Timelines
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Activity Form/Action Deadline
Pre-Investment Reporting (ODI) Form ODI (Part I) Before Remittance
Annual Reporting (ODI) Annual Performance Report (APR) By December 31
Event-Based Reporting (ODI)  Form ODI (Part I1/111) Within 30 Days
Repatriation of Proceeds (ODI) Submit Proof of Repatriation Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance

Common Mistakes to Avoid

1. Delayed Reporting:

o Missing APR or event-based reporting deadlines can attract penalties.
2. Inadequate Documentation:

o Ensure all agreements, approvals, and filings are complete and accurate.
3. Non-Repatriation of Funds:
o Failure to repatriate proceeds or income within stipulated timelines may lead
to regulatory action.

Additional Templates and Assistance
A. Valuation Report Template

For unlisted foreign entities or significant investments:

less

Copy code

[On CA Firm Letterhead]

VALUATION REPORT

Date: [Insert Date]

To: [Client Name/Entity Name]

**Subject**: Valuation of [Foreign Entity Name]

We, [Firm Name], hereby certify that the fair market value of [Foreign
Entity Name], incorporated in [Country], as of [Date], is USD [Amount]. The
valuation is based on [Insert Methodology, e.g., DCF, Comparable
Companies].

[Details of Valuation Methodology]

Certified by,
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[Name of Chartered Accountant]
[Signature & Seal]

B. APR Filing Letter

sgl

Copy code

[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Annual Performance Report for [Foreign Entity
Name]

Dear Sir/Madam,

We submit the APR for the financial year ending [Insert Year] for [Foreign
Entity Name], in compliance with FEMA (Overseas Investment) Rules, 2022.

**Attachments**:
- Financial Statements of [Foreign Entity Name]
- Shareholding Structure Update

Authorized Signatory,

[Name & Designation]
[Signature]

CAs play a critical role in ensuring compliance, managing risks, and maximizing
opportunities for clients involved in ODI and OPI. Let me know if you need further
assistance or additional templates!

You said:

Key check list of activities to be completed by CMAs while handling ODIs/OPIs

ChatGPT said:

Here’s a key checklist of activities for Cost and Management Accountants (CMAs) when
handling Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI)
transactions, with a focus on cost management, compliance, and financial evaluation.
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Checklist for CMAs Handling ODI
1. Pre-Investment Activities

1. Investment Feasibility Study:
o Conduct a cost-benefit analysis for the proposed overseas investment.
o Evaluate the financial viability of the foreign entity, including projected
returns and break-even analysis.
2. Risk Assessment:
o ldentify risks such as currency fluctuations, geopolitical issues, and market
uncertainties.
o Quantify potential impacts on costs and profitability.
3. Budget Planning:
o Prepare a detailed budget for the ODI, covering:
= Equity infusion.
= Loan or guarantee commitments.
= Operational costs in the foreign jurisdiction.
4. Compliance Preparation:
o Verify eligibility under FEMA (Overseas Investment) Rules, 2022.
o Ensure compliance with sector-specific restrictions and jurisdictional
approvals.
5. Documentation Review:
o Ensure completeness and accuracy of:
= Board and shareholder approvals.
= Valuation reports for unlisted entities.
= Share purchase or loan agreements.

2. Investment Execution

1. Cost Monitoring:
o Track the actual investment cost against the budget.
o Ensure funds are remitted through the Authorized Dealer (AD) Bank using
correct purpose codes.
2. Regulatory Filings:
o File Form ODI (Part I) with the AD Bank, including cost details and
financial projections.
3. Forex Cost Management:
o Advise on hedging strategies to minimize foreign exchange risks.
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3. Post-Investment Compliance

1. Performance Monitoring:
o Track the operational and financial performance of the foreign entity.
o Ensure costs align with the projected budget and identify variances.
2. Annual Performance Report (APR):
o File the APR with the AD Bank by December 31.
o Include:
= Revenue and profit/loss analysis.
= Update on cost structures and capital allocation.
3. Event-Based Reporting:
o File Form ODI (Part I1) for additional investments or capital restructuring.
o File Form ODI (Part I11) for disinvestment or liquidation, including cost
implications.
4. Repatriation Monitoring:
o Ensure proceeds from disinvestment or dividends are repatriated within 90
days.
o Track cost recovery and net gains.

4. Audit and Reporting

1. Cost Compliance Audit:
o Review cost records to ensure adherence to approved budgets and regulatory
guidelines.
o Maintain documentation for audit trails.
2. Taxation Compliance:
o Assist in reporting overseas profits and assets in Indian tax filings.
o Calculate and report capital gains or losses.
3. Profitability Analysis:
o Conduct a post-investment review to assess actual returns against projected
returns.

Checklist for CMAs Handling OPI
1. Pre-Investment Activities

1. Portfolio Diversification Analysis:

7@‘3 Crd7505@qgmail.com +91 779 505 0177 185 |Page



mailto:Crd7505@gmail.com

Guide to ODI & OPI FEMA Regulatory framework

o Advise on cost-effective allocation of funds across permissible OPI
instruments (e.g., shares, ETFs, bonds).
2. LRS Compliance for Individuals:
o Ensure remittance under the Liberalized Remittance Scheme (LRS) does not
exceed USD 250,000 annually.
3. Cost Optimization:
o Minimize transaction costs by selecting brokers or platforms with competitive
fee structures.
4. Documentation:
o Verify the completeness of:
= LRS declaration forms.
= Investment agreements or confirmations.

2. Investment Execution

1. Transaction Cost Monitoring:
o Track fees and charges associated with OPI investments (e.g., brokerage,
currency conversion).
o Advise on reducing hidden costs.
2. Regulatory Compliance:
o Notify the AD Bank of the OPI transaction, ensuring adherence to sectoral
limits and permissible jurisdictions.

3. Post-Investment Compliance

1. Income Tracking:
o Monitor dividends, interest, and capital gains earned from OPI investments.
o Track repatriation of income into Indian bank accounts.
2. Tax Compliance:
o Calculate and report tax liabilities on foreign income and capital gains.
3. Performance Review:
o Assess the cost-effectiveness and profitability of the portfolio.

Key Compliance Timelines for CMAs

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) Form ODI (Part I) Before Remittance
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Activity Form/Action Deadline
Annual Reporting (ODI) Annual Performance Report (APR) By December 31
Event-Based Reporting (ODI)  Form ODI (Part I1/111) Within 30 Days
Repatriation of Proceeds (ODI) Submit Proof of Repatriation Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance

Common Mistakes to Avoid

1. Underestimating Costs:

o Ensure accurate cost estimation, including hidden or indirect costs.
2. Delayed Reporting:

o Missing compliance deadlines can result in penalties.
3. Inadequate Documentation:

o Maintain a complete record of cost audits, filings, and approvals.

Additional Templates and Formats

A. Cost-Benefit Analysis Template

less
Copy code
[On CMA Firm Letterhead]

COST-BENEFIT ANALYSIS REPORT

Date: [Insert Date]

To: [Client Name]

**Subject**: Cost-Benefit Analysis for ODI/OPI Investment

We, [Firm Name], have conducted a cost-benefit analysis for the proposed
investment in [Foreign Entity/Instrument Name].

**1. Estimated Costs**:
- Initial Investment: USD [Insert Amount]
- Operational Costs: USD [Insert Amount]
- Regulatory Compliance: USD [Insert Amount]

**2. Projected Benefits**:
- Revenue: USD [Insert Amount]
- Return on Investment (ROI): [Insert %]
- Break-Even Period: [Insert Timeframe]
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**Conclusion**:
Based on the above analysis, the investment is [Recommended/Not
Recommended] .

Certified by,
[Name of CMA]
[Signature & Seal]

B. APR Cost Monitoring Format

Category Projected (USD) Actual (USD) Variance (USD) Remarks

Revenue [Insert] [Insert] [Insert] [Insert]
Operating Expenses [Insert] [Insert] [Insert] [Insert]
Net Profit/Loss [Insert] [Insert] [Insert] [Insert]

CMA s play a vital role in ensuring cost efficiency, regulatory compliance, and financial
viability of ODI and OPI transactions. Let me know if you need further guidance or
templates!

You said:

Key check list of activities to be completed by CSs while handling ODIs/OPIs

ChatGPT said:

Here’s a key checklist of activities for Company Secretaries (CSs) when managing
Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI) transactions.
The focus is on corporate governance, regulatory compliance, and documentation.

Checklist for CSs Handling ODI
1. Pre-Investment Activities

1. Board and Shareholder Approvals:
o Draft and finalize resolutions:
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= Board Resolution for ODI approval, including investment amount and
purpose.
= Shareholder Resolution (if required under the Companies Act, 2013,
or the Articles of Association).
o Include specific details like the name of the foreign entity, amount, and nature
of investment (equity, loan, or guarantee).
2. Entity Compliance:
o Verify the eligibility of the Indian entity under the FEMA (Overseas
Investment) Rules, 2022.
o Ensure no regulatory breaches, such as crossing the 400% net worth cap or
sectoral restrictions.
3. Sectoral and Jurisdictional Compliance:
o Check if the investment aligns with permitted sectors (avoid prohibited sectors
like gambling or speculative real estate).
o Conduct due diligence on the jurisdiction, ensuring FATF compliance.
4. Documentation Preparation:
o Prepare and review the following:
= Board/Shareholder resolutions.
= Valuation report for the foreign entity (mandatory for unlisted entities).
= Investment agreements (e.g., share purchase or loan agreement).
5. Pre-Investment Filing:
o File Form ODI (Part I) with the Authorized Dealer (AD) Bank.
o Attach supporting documents, including resolutions, agreements, and
valuation reports.

2. Investment Execution

1. Coordinate with AD Bank:
o Facilitate remittance through the AD Bank, ensuring proper purpose codes are
used.
o Track the transaction to verify completion.
2. Compliance with LRS (For Individuals):
o Confirm the remittance amount is within the annual USD 250,000 limit.
o File the LRS declaration form before remittance.

3. Post-Investment Compliance

1. Annual Performance Report (APR):
o Prepare and file the APR by December 31 annually.
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o Ensure inclusion of:
= Operational performance of the foreign entity.
= Financial results (e.g., revenue, profit/loss).
2. Event-Based Reporting:
o File Form ODI (Part Il) for:
= Additional investments.
= Changes in shareholding.
o File Form ODI (Part I11) for:
= Disinvestment.
= Liquidation of the foreign entity.
o Deadline: Within 30 days of the event.
3. Repatriation Monitoring:
o Track and ensure that disinvestment proceeds or dividends are repatriated
within 90 days.
4. Compliance Audits:
o Conduct periodic audits of ODI records to ensure adherence to FEMA
regulations.

Checklist for CSs Handling OPI
1. Pre-Investment Activities

1. Eligibility Check:
o Verify that the investment qualifies as OPI (e.g., passive investments in listed
securities, bonds, or ETFs).
2. LRS Compliance:
o Ensure remittance under the Liberalized Remittance Scheme (LRS) for
individuals does not exceed USD 250,000 annually.
3. Documentation:
o Prepare the LRS declaration form and obtain client confirmation for
compliance.
o Ensure all necessary investment agreements or broker confirmations are in
place.

2. Investment Execution

1. Transaction Monitoring:
o Track remittance and ensure it complies with permissible OPI limits.
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o Facilitate coordination with brokers or financial institutions for smooth
execution.
2. Record-Keeping:

o Maintain trade confirmations and remittance records for compliance and audit
purposes.

3. Post-Investment Compliance

1. Income Monitoring:

o Track income earned from OPI investments (e.g., dividends, interest).
o Ensure timely repatriation of income into Indian bank accounts.
2. Periodic Reporting:

o Assist clients in reporting foreign income and assets in their annual tax filings.
3. Portfolio Review:

o Periodically review the portfolio to assess compliance with OPI limits and
evaluate performance.

Key Compliance Timelines

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) Form ODI (Part I) Before Remittance
Annual Reporting (ODI) Annual Performance Report (APR) By December 31
Event-Based Reporting (ODI)  Form ODI (Part 11/111) Within 30 Days
Repatriation of Proceeds (ODI) Submit Proof of Repatriation Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance

Common Mistakes to Avoid

1. Delayed Reporting:

o Ensure timely submission of APRs and event-based reports to avoid penalties.
2. Incomplete Documentation:

o Verify that all forms and attachments are complete and accurate.
3. Sectoral and Jurisdictional Non-Compliance:

o Auvoid investments in prohibited sectors or non-FATF-compliant jurisdictions.
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Additional Templates

A. Board Resolution for ODI

less
Copy code
[On Company Letterhead]

BOARD RESOLUTION

Date: [Insert Date]
Place: [Insert Location]

The Board of Directors of [Company Name] passed the following resolution in
the meeting held on [Insert Date]:

**RESOLVED THAT**, approval be and is hereby accorded to invest USD [Insert
Amount] in [Foreign Entity Name], located in [Country], through
[Equity/Loan/Guarantee], subject to compliance with FEMA and other
applicable laws.

**RESOLVED FURTHER THAT**, [Authorized Person], [Designation], be
authorized to execute all documents, file required forms, and liaise with
the AD Bank for this investment.

For [Company Name],

[Name & Designation of Signatory]
[Signature]

B. Submission Letter for APR

less

Copy code

[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Annual Performance Report for [Foreign Entity
Name]

Dear Sir/Madam,

We submit the APR for the financial year ending [Insert Year] for [Foreign
Entity Name], as per FEMA (Overseas Investment) Rules, 2022.

**Attachments**:

- Audited Financial Statements.
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- Updated Shareholding Details.
Authorized Signatory,

[Name & Designation]
[Signature]

C. LRS Declaration for OPI

less

Copy code

[On Individual Letterhead]
LRS DECLARATION FORM

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Declaration for Remittance Under LRS

Dear Sir/Madam,

I, [Name], residing at [Address], declare that I intend to remit USD
[Insert Amount] under the Liberalized Remittance Scheme (LRS) for investing

in [Insert Instrument Type, e.g., ETFs, Listed Shares].

I confirm that the total remittance under LRS for the current financial
year, including this transaction, does not exceed USD 250,000.

Yours sincerely,

[Name]
[Signature]

CSs play a crucial role in ensuring legal compliance, maintaining documentation, and
providing governance support for ODI and OPI transactions. Let me know if you need
additional guidance or customized templates!

You said:

Key check list of activities to be completed by Bankers while handling ODIs/OPIs

ChatGPT said:

7ICAI
R/
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Here’s a key checklist of activities for bankers handling Overseas Direct Investment
(ODI) and Overseas Portfolio Investment (OPI) transactions. This ensures smooth
execution of transactions, adherence to compliance requirements, and proper monitoring
under the FEMA, 1999 framework.

Checklist for Bankers Handling ODI
1. Pre-Investment Activities

1. KYC and Due Diligence:
o Verify the credentials of the Indian investor (entity or individual).
o Ensure compliance with KYC norms, including PAN, Aadhaar, and financial
history checks.
2. Eligibility Verification:
o Confirm eligibility under the FEMA (Overseas Investment) Rules, 2022:
= For entities: Investments should not exceed 400% of the net worth.
= For individuals: Investments must fall within the Liberalized
Remittance Scheme (LRS) limit of USD 250,000 per financial year.
o Check for sectoral and jurisdictional restrictions (e.g., FATF non-compliant
countries).
3. Form ODI (Part I) Submission:
o Verify and accept Form ODI (Part 1) from the investor, along with supporting
documents:
= Board/Shareholder resolutions.
= Valuation reports for unlisted entities.
= Share Purchase or Loan Agreement.
o Cross-check details against FEMA guidelines.
4. Regulatory Approvals:
o For restricted jurisdictions or prohibited sectors, ensure prior RBI approval is
obtained.
o Document RBI approval and conditions, if applicable.
5. Forex Advisory:
o Aduvise clients on managing foreign exchange risks through hedging
instruments (e.g., forward contracts).

2. During Investment Execution

1. Fund Remittance:
o Facilitate the remittance through appropriate purpose codes.
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o Ensure the transaction aligns with the declared purpose (e.g., equity infusion,
loan disbursement).
2. Transaction Monitoring:
o Track and confirm the remittance's successful completion.
o Maintain detailed transaction records for audit and regulatory reporting.
3. Notify RBI Portal:
o Enter transaction details in the online ODI reporting portal, where applicable.

3. Post-Investment Compliance

1. Annual Performance Report (APR):
o Remind investors of the December 31 deadline for filing APR.
o Verify submitted APRs for:
= Financial performance of the foreign entity.
= Changes in shareholding structure.
2. Event-Based Reporting:
o Accept and validate Form ODI (Part I1) for additional investments or
shareholding changes.
o Accept Form ODI (Part I11) for disinvestment or liquidation and ensure:
= Sale proceeds are repatriated to India within 90 days.
= All compliance requirements are met.
3. Monitoring Repatriation:
o Confirm receipt of disinvestment proceeds or income (e.g., dividends).
o Issue bank certificates confirming repatriation, if required.

4. Audit and Compliance Monitoring

1. Document Management:
o Maintain a secure and comprehensive record of all ODI transactions, including
Form ODI filings, remittance records, and client communications.
2. Regulatory Reporting:
o Submit periodic reports to RBI as mandated under FEMA.
o Flag and address discrepancies or potential non-compliance.
3. Internal Audit:
o Ensure adherence to the bank’s internal compliance protocols.
o Regularly review ODI transaction records for accuracy and completeness.

Checklist for Bankers Handling OPI
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1. Pre-Investment Activities

1. KYC and LRS Compliance:

o Verify the credentials of individual investors and ensure compliance with LRS
limits (USD 250,000 annually).

o Ensure the transaction falls under permissible purposes for OPI (e.g., listed
securities, ETFs, bonds).
2. LRS Declaration Form:

o Collect and validate the investor’s LRS declaration form.

o Confirm that the total remittance under LRS (including travel, education, and
investments) does not exceed the annual limit.

2. During Investment Execution

1. Transaction Facilitation:

o Execute the remittance for OPI through the appropriate purpose code.

o Record details of the transaction, including the instrument type and
beneficiary.

2. Currency Conversion:

o Provide competitive forex rates and ensure transparency in currency
conversion fees.

3. Post-Investment Compliance

1. Income Monitoring:

o Track income from OPI investments (e.g., dividends, interest).

o Facilitate repatriation of income to the investor’s Indian bank account.
2. Regulatory Filings:

o Submit periodic reports on OPI transactions, if required by RBI.
o Monitor compliance with portfolio investment thresholds.

Key Compliance Timelines for Bankers

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) Verify and file Form ODI (Part I) Before Remittance
Annual Reporting (ODI) Verify APR By December 31

Event-Based Reporting (ODI)  Verify Form ODI (Part 11/111) Within 30 Days
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Activity Form/Action Deadline
Repatriation Monitoring (ODI) Confirm repatriation of proceeds Within 90 Days
LRS Declaration (OPI) Validate LRS Form Before Remittance

Common Mistakes to Avoid

1. Inadequate Documentation:
o Ensure all required documents (e.g., Form ODI, valuation reports) are
complete and accurate before processing transactions.
2. Delayed Reporting:
o Remind clients of reporting deadlines (e.g., APR, event-based filings).
3. Improper Purpose Codes:
o Verify that remittances are coded correctly to prevent regulatory scrutiny.
4. LRS Non-Compliance:
o Track cumulative LRS usage to avoid breaching annual limits.

Additional Templates

A. Bank Certificate for Repatriation

less
Copy code
[On Bank Letterhead]

CERTIFICATE OF REPATRIATION
Date: [Insert Date]
To Whomsoever It May Concern,

This is to certify that [Investor Name], PAN [Insert PAN], has repatriated
an amount of USD [Insert Amount] to India on [Insert Date], following
disinvestment from [Foreign Entity Name], located in [Country].

**Details of Transaction**:
- Amount Received: USD [Insert Amount]
- Date of Repatriation: [Insert Date]
- Beneficiary Account: [Insert Account Details]

Authorized Signatory,
[Name & Designation]
[Bank Name]
[Signature & Seal]
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B. Acknowledgment Letter for Form ODI

less

Copy code

[On Bank Letterhead]

ACKNOWLEDGMENT OF FORM ODI SUBMISSION

Date: [Insert Date]
To: [Investor Name/Entity Name]

**Subject**: Acknowledgment of Form ODI Submission

Dear [Investor/Entity],

We acknowledge receipt of Form ODI (Part I) and supporting documents for
the proposed investment in [Foreign Entity Name], located in [Country].
Your transaction is under process, and we will update you upon successful
completion.

Thank you for banking with us.

Authorized Signatory,

[Name & Designation]

[Bank Name]
[Signature & Seal]

Bankers play a crucial role in ensuring compliance, smooth execution, and timely reporting
of ODI and OPI transactions. Let me know if you need further assistance or customized
templates!

You said:

Ketycheck list of activities to be completed by START UPs while handling ODIs/OPIs

ChatGPT said:

Here’s a key checklist of activities for startups when handling Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI) transactions. The focus is on
strategic planning, compliance, and operational efficiency.
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Checklist for Startups Handling ODI
1. Pre-Investment Activities

1. Strategic Planning:
o ldentify the purpose of the investment (e.g., setting up a subsidiary, acquiring
technology, or market expansion).
o Evaluate the target jurisdiction for business opportunities and legal
compliance.
2. Eligibility Verification:
o Ensure the startup meets the eligibility criteria under the FEMA (Overseas
Investment) Rules, 2022:
= ODI investments must not exceed 400% of the net worth.
= Sectoral restrictions, such as gambling or real estate, must be avoided.
3. Approvals and Resolutions:
o Obtain Board Approval through a Board Resolution specifying:
= Purpose of the investment.
= Amount and mode of investment (equity, loan, or guarantee).
o Obtain Shareholder Approval if required by the Articles of Association or
Companies Act, 2013.
4. Valuation and Agreements:
o Arrange for a valuation report if investing in unlisted foreign entities.
o Prepare necessary agreements:
= Share Purchase Agreement for equity investments.
= Loan Agreement for debt financing.
5. Pre-Investment Filing:
o File Form ODI (Part I) with the Authorized Dealer (AD) Bank.
o Attach supporting documents such as:
= Board Resolution.
= Valuation Report.
= Investment Agreement.
6. Jurisdictional Compliance:
o Conduct due diligence to ensure the target jurisdiction complies with FATF
norms.
o Obtain RBI approval for investments in restricted jurisdictions or round-
tripping structures.

2. Investment Execution

1. Fund Remittance:
o Execute the remittance through the AD Bank with proper purpose codes.
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o Track the transaction to ensure timely completion.
2. Monitoring Forex Costs:
o Minimize currency risks by using hedging instruments like forward contracts
or options.
3. Entity Incorporation (if applicable):
o Incorporate a subsidiary or joint venture (JV) in the foreign jurisdiction.
o Comply with local business registration laws and tax requirements.

3. Post-Investment Compliance

1. Annual Performance Report (APR):
o File the APR by December 31 annually.
o Include:
= Financial performance of the foreign entity.
= Shareholding structure updates.
2. Event-Based Reporting:
o File Form ODI (Part Il) for:
= Additional investments.
= Capital restructuring.
o File Form ODI (Part I11) for:
= Disinvestment.
= Liquidation.
o Deadline: Within 30 days of the event.
3. Repatriation Monitoring:
o Repatriate disinvestment proceeds, dividends, or other income to India within
90 days.
4. Cost and Profitability Review:
o Periodically assess the performance of the foreign entity against initial
projections.
o Optimize operations to ensure cost-effectiveness.

Checklist for Startups Handling OPI
1. Pre-Investment Activities

1. Investment Strategy:
o Determine the objective of the OPI (e.g., passive investments in ETFs, bonds,
or listed equities).
o Allocate funds strategically to balance risk and reward.
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2. LRS Compliance:
o For individual founders or investors:

= Ensure remittance under the Liberalized Remittance Scheme (LRS)
is within the annual USD 250,000 limit.
3. Documentation:

o Prepare the LRS declaration form.
o Gather broker confirmations or subscription agreements for ETFs or securities.

2. Investment Execution

1. Transaction Monitoring:

o Track remittance and ensure alignment with the declared investment purpose.

o Work with brokers or financial institutions to execute OPI transactions.
2. Currency Conversion:

o Minimize forex costs and monitor currency risks.

3. Post-Investment Compliance

1. Income Repatriation:

o Track income earned from OPI (e.g., dividends, interest, capital gains).
o Repatriate income to Indian accounts as required.
2. Tax Reporting:
o Report foreign income and assets in the annual income tax filings of the
startup or individual founders.
3. Performance Review:

o Periodically review portfolio performance and realign investments based on
market conditions.

Key Compliance Timelines for Startups

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) Form ODI (Part I) Before Remittance
Annual Reporting (ODI) Annual Performance Report (APR) By December 31
Event-Based Reporting (ODI)  Form ODI (Part 11/111) Within 30 Days
Repatriation Monitoring (ODI) Submit Proof of Repatriation Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance
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Common Challenges and Solutions

Challenge Solution

Inadequate

. Maintain detailed records of resolutions, agreements, and filings.
Documentation

Use compliance tracking tools to avoid missed deadlines for APR
or event-based reports.

Currency Risk Mitigate forex risks through hedging instruments.

Consult tax advisors for reporting foreign income and leveraging
DTAA benefits.

Delayed Reporting

Taxation Complexities

Templates for Startups

A. Board Resolution for ODI

less
Copy code
[On Startup Letterhead]

BOARD RESOLUTION

Date: [Insert Date]
Place: [Insert Location]

The Board of Directors of [Startup Name] passed the following resolution at
a meeting held on [Insert Date]:

**RESOLVED THAT**, approval be and is hereby accorded to invest USD [Insert
Amount] in [Foreign Entity Name], located in [Country], by way of
[Equity/Loan/Guarantee], subject to compliance with FEMA and other
applicable laws.

**RESOLVED FURTHER THAT**, [Authorized Person], [Designation], be
authorized to execute necessary documents, file forms with the AD Bank, and
facilitate the remittance.

For [Startup Name],

[Name & Designation of Signatory]
[Signature]

B. APR Filing Letter

sgl
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Copy code
[On Startup Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Annual Performance Report for [Foreign Entity
Name]

Dear Sir/Madam,

We submit the APR for the financial year ending [Insert Year] for [Foreign
Entity Name], as per FEMA (Overseas Investment) Rules, 2022.

**Attachments**:
- Financial Statements of [Foreign Entity Name]
- Shareholding Updates

Authorized Signatory,

[Name & Designation]
[Signature]

Startups have unique opportunities to leverage ODI and OPI for global expansion and
diversification. Let me know if you need additional guidance, specific templates, or further
assistance!

You said:

KeY check list of activities to be completed by Companies while handling ODIs/OPls

ChatGPT said:

Here’s a key checklist of activities for companies when handling Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI) transactions. This guide
emphasizes compliance, corporate governance, and strategic execution.

Checklist for Companies Handling ODI
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1. Pre-Investment Activities

1. Strategic Planning:
o Clearly define the purpose of the investment:
= Market entry, technology acquisition, or resource diversification.
o Conduct feasibility studies to assess the financial viability of the foreign
investment.
2. Eligibility Check:
o Confirm the company’s eligibility under the FEMA (Overseas Investment)
Rules, 2022:
= Total financial commitment should not exceed 400% of net worth.
= The investment should not be in prohibited sectors like gambling or
speculative real estate.
3. Board and Shareholder Approvals:
o Obtain a Board Resolution approving the ODI.
o Obtain Shareholder Approval if required under the Articles of Association or
the Companies Act, 2013.
4. Due Diligence and Documentation:
o Conduct due diligence on the foreign entity and jurisdiction.
o Prepare key documents:
= Valuation Report (for unlisted entities).
= Share Purchase Agreement or Loan Agreement.
= Business Plan or Feasibility Report.
5. Regulatory Compliance:
o File Form ODI (Part I) with the Authorized Dealer (AD) Bank before
remittance.
o Attach supporting documents, including resolutions, agreements, and
valuation reports.
o Obtain RBI approval for investments in:
= FATF grey/black-listed jurisdictions.
= Round-tripping structures.

2. During Investment Execution

1. Fund Remittance:
o Remit funds through the AD Bank using the correct purpose codes.
o Monitor the transaction to confirm successful completion.
2. Forex Risk Management:
o Use hedging tools like forward contracts or currency options to mitigate forex
risks.
3. Foreign Entity Incorporation:
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o If applicable, incorporate a foreign subsidiary or joint venture in compliance
with local laws.

3. Post-Investment Compliance

1. Annual Performance Report (APR):
o File the APR with the AD Bank by December 31 every year.
o Include:
= Financial performance of the foreign entity.
= Shareholding changes.
2. Event-Based Reporting:
o File Form ODI (Part Il) for:
= Additional investments.
= Ownership or structural changes.
o File Form ODI (Part I1I) for:
= Disinvestment.
= Liquidation.
o Deadline: Within 30 days of the event.
3. Repatriation Monitoring:
o Ensure repatriation of:
= Disinvestment proceeds within 90 days.
= Dividends or other income within the stipulated time.
4. Audit and Tax Compliance:
o Maintain detailed records for internal and external audits.
o Report foreign income and assets in the company’s income tax filings.

Checklist for Companies Handling OPI
1. Pre-Investment Activities

1. Portfolio Strategy:
o Define investment objectives (e.g., diversification or passive returns).
o Allocate funds to permissible instruments like ETFs, listed securities, or
bonds.
2. Eligibility Check:
o Ensure the company qualifies for OPI under the FEMA (Non-Debt
Instruments) Rules, 2019.
3. Documentation:
o Maintain records of investment agreements or broker confirmations.
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2. During Investment Execution

1. Transaction Monitoring:
o Execute investments through an AD Bank or broker.

o Ensure proper purpose codes and regulatory compliance.
2. Cost Optimization:

o Monitor transaction costs, including brokerage fees and currency conversion
charges.

3. Post-Investment Compliance

1. Income Monitoring and Repatriation:

o Track dividends, interest, or other income earned from OPI investments.
o Repatriate earnings to India as required.

2. Periodic Reporting:
o File reports with the AD Bank or regulatory authorities if applicable.

3. Portfolio Review:

o Periodically review the investment portfolio to align with market conditions
and company objectives.

Key Compliance Timelines for Companies

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) Form ODI (Part I) Before Remittance
Annual Reporting (ODI) Annual Performance Report (APR) By December 31
Event-Based Reporting (ODI)  Form ODI (Part 11/111) Within 30 Days
Repatriation Monitoring (ODI) Submit Proof of Repatriation Within 90 Days

Common Challenges and Solutions

Challenge Solution

Maintain a compliance calendar with reminders for APR and

Delayed Reporting event-based filings.

Currency Risks Use hedging strategies to mitigate exposure to forex fluctuations.
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Challenge Solution

Regulatory Approval Initiate RBI approval processes early, especially for restricted
Delays jurisdictions.

Regularly audit and update records to ensure completeness and

Documentation Gaps
accuracy.

Additional Templates for Companies

A. Board Resolution for ODI

less
Copy code
[On Company Letterhead]

BOARD RESOLUTION

Date: [Insert Date]
Place: [Insert Location]

The Board of Directors of [Company Name], in the meeting held on [Date],
passed the following resolution:

**RESOLVED THAT**, pursuant to the provisions of FEMA, 1999, and other
applicable laws, approval be and is hereby accorded to invest USD [Insert
Amount] in [Foreign Entity Name], located in [Country], through
[Equity/Loan/Guarantee] .

**RESOLVED FURTHER THAT**, [Name], [Designation], be authorized to execute
all necessary documents, file forms with the AD Bank, and complete the
remittance process.

For [Company Name],

[Authorized Signatory Name]
[Signature]

B. Annual Performance Report (APR) Filing

less
Copy code
[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer Bank Name]
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**Subject**: Submission of Annual Performance Report for [Foreign Entity
Name]

Dear Sir/Madam,

We submit the Annual Performance Report for the financial year ending
[Insert Year], as per FEMA (Overseas Investment) Rules, 2022.

**Attachments**:
- Financial Statements of [Foreign Entity Name]
- Updated Shareholding Details

Authorized Signatory,

[Name & Designation]
[Signature]

By adhering to these steps, companies can manage ODI and OPI transactions effectively
while ensuring full regulatory compliance. Let me know if you need more guidance,
customized templates, or further assistance!

You said:

Key check list of activities to be completed by LAWYERs while handling ODIs/OPIs

ChatGPT said:

Here’s a key checklist of activities for lawyers when handling Overseas Direct Investment
(ODI) and Overseas Portfolio Investment (OPI) transactions. This guide focuses on legal
compliance, contract management, and due diligence under the FEMA, 1999, and related
rules.

Checklist for Lawyers Handling ODI
1. Pre-Investment Activities

1. Legal Feasibility Analysis:
o Evaluate the investment’s alignment with:
= FEMA (Overseas Investment) Rules, 2022.
= Applicable laws of the target jurisdiction.
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o Assess any restrictions related to the sector (e.g., gambling, real estate) or
jurisdiction (e.g., FATF non-compliant countries).
2. Due Diligence:
o Conduct thorough due diligence on the target foreign entity:
= Legal structure, incorporation documents, and licenses.
= Shareholding pattern and financial statements.
o Check for ongoing litigation, compliance issues, or insolvency risks.
3. Drafting and Reviewing Agreements:
o Prepare or review key legal documents:
= Share Purchase Agreement (SPA): For equity investments.
= Loan Agreement: For financial commitments.
= Guarantee Deed: For corporate or personal guarantees.
o Ensure clauses cover dispute resolution, governing law, and regulatory
compliance.
4. Regulatory Approvals:
o Assist in obtaining prior approvals from:
= RBI for restricted sectors or jurisdictions.
= Sectoral regulators like SEBI, IRDAI, or others, if applicable.
5. Preparation of Board/Shareholder Resolutions:
o Draft resolutions authorizing the investment:
= Specify the amount, nature, and purpose of the investment.
= Authorize individuals to execute necessary documents and file forms.
6. Advisory on Compliance:
o Guide clients on filing requirements under FEMA, including:
= Form ODI (Part I) submission to the AD Bank.
= Supporting documents like valuation reports, agreements, and
resolutions.

2. Investment Execution

1. Legal Oversight of Remittance:
o Review documentation for the remittance process:
= Ensure remittance complies with RBI's purpose code requirements.
= Verify adherence to caps (e.g., 400% net worth for entities).
2. Entity Incorporation in Foreign Jurisdiction:
o Assist in setting up the foreign entity (subsidiary or JV):
= Draft incorporation documents and agreements.
= Ensure compliance with local laws, such as tax registration and
licensing.
3. Cross-Border Legal Compliance:
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o Ensure the transaction meets anti-money laundering (AML) and combating
financing of terrorism (CFT) norms.

3. Post-Investment Compliance

1. Annual Performance Reporting (APR):
o Guide clients in preparing and filing the APR by December 31.:
= Include details of financial performance, shareholding updates, and
legal disputes (if any).
2. Event-Based Reporting:
o Assist in filing:
= Form ODI (Part I1): For additional investments or shareholding
changes.
= Form ODI (Part I11): For disinvestment or liquidation.
o Ensure filings are completed within 30 days of the event.
3. Repatriation Obligations:
o Advise clients on the timeline and legal requirements for repatriating:
= Sale proceeds (within 90 days).
= Dividends or other income.
4. Monitoring and Compliance:
o Conduct regular legal audits to ensure:
= Compliance with RBI and FEMA guidelines.
= Adherence to local regulations in the foreign jurisdiction.

Checklist for Lawyers Handling OPI
1. Pre-Investment Activities

1. LRS and OPI Advisory:
o Verify the investor’s eligibility under the Liberalized Remittance Scheme
(LRS) for individuals or other applicable guidelines.
o Ensure the total remittance does not exceed USD 250,000 annually.
2. Instrument Analysis:
o Advise on permissible OPI instruments, such as:
= Foreign-listed shares.
= ETFs, mutual funds, or bonds.
3. Document Preparation:
o Draft or review LRS declaration forms and investment agreements.
o Ensure proper authorizations are in place for corporate investors.
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2. Investment Execution

1. Regulatory Compliance:

o Ensure adherence to OPI limits and sectoral restrictions.

o Facilitate documentation for remittance and broker transactions.
2. Risk Mitigation:

o Draft hedging contracts or agreements to manage forex risks.

3. Post-Investment Compliance

1. Income Monitoring and Repatriation:

o Ensure compliance with FEMA rules for repatriating income (dividends,
interest).

o Provide guidance on tax reporting for foreign income.
2. Periodic Legal Review:

o Monitor changes in regulations that may impact OPI investments.
o Review the investor’s portfolio for compliance with international laws.

Key Compliance Timelines for Lawyers

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) File Form ODI (Part 1) Before Remittance
Annual Reporting (ODI) File Annual Performance Report By December 31

Event-Based Reporting (ODI)  File Form ODI (Part 11/111) Within 30 Days
Repatriation Monitoring (ODI) Submit Proof of Repatriation ~ Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance

Common Challenges and Legal Solutions

Challenge Solution
Sectoral or Jurisdictional ~ Conduct thorough due diligence; seek RBI approval for
Restrictions restricted jurisdictions.

Create a compliance calendar with reminders for APR and

Delayed Reporting event-based filings.
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Challenge Solution

Include robust dispute resolution clauses in contracts,

Cross-Border Disputes e o .
specifying arbitration or governing law.

Advise on legal consequences and assist with regulatory

Non-Repatriation of Funds filings to avoid penalties.

Additional Templates for Lawyers

A. Share Purchase Agreement (Excerpt)

sqgl
Copy code
SHARE PURCHASE AGREEMENT

This Agreement is made on [Insert Date] between:
1. [Investor Name], having its principal office at [Insert Address].
2. [Foreign Entity Name], having its registered office at [Insert Address].

**Terms and Conditions**:
1. **Purchase of Shares**:
o

[Investor Name] agrees to purchase [Insert %] equity shares of [Foreign
Entity Name] for USD [Insert Amount].

2. **Representations and Warranties**:
Both parties warrant that the transaction complies with all applicable
laws, including FEMA, 1999.

3. **Dispute Resolution**:
All disputes arising under this Agreement shall be resolved through

arbitration in accordance with the [Insert Arbitration Rules].

[Signatures of Both Parties]

B. Legal Opinion (FATF Jurisdiction)

less
Copy code
LEGAL OPINION

Date: [Insert Date]
To: [Client Name]

**Subject**: Legal Feasibility of ODI in [Country]
We have reviewed the proposed investment by [Client Name] in [Foreign

Entity Name], located in [Country]. Based on our analysis:
1. [Country] is a [Compliant/Non-Compliant] jurisdiction under FATF norms.
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2. The investment requires [RBI Approval/No Prior Approval].
3. All documentation, including due diligence reports and AML compliance,
must be submitted to the AD Bank.

Certified by,

[Name of Lawyer]
[Signature & Seal]

Lawyers play a critical role in ensuring legal compliance, mitigating risks, and safeguarding
client interests in ODI and OPI transactions. Let me know if you need further guidance or
tailored templates!

You said:

Key check list of activities to be completed by entrepreneurs while handling ODIs/OPlIs

ChatGPT said:

Here’s a key checklist for entrepreneurs to follow while handling Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI) transactions. The focus is on
strategic planning, regulatory compliance, and risk management.

Checklist for Entrepreneurs Handling ODI
1. Pre-Investment Activities

1. Define Investment Objectives:
o Establish the purpose of the investment:
= Setting up a foreign subsidiary or joint venture.
= Acquiring a business or technology.
= Expanding market presence.
2. Evaluate Investment Feasibility:
o Conduct market research in the target country.
o Assess financial viability through cost-benefit analysis and ROI projections.
3. Regulatory and Sectoral Compliance:
o Confirm compliance with FEMA (Overseas Investment) Rules, 2022:
= ODI limit: <400% of the entrepreneur’s or entity’s net worth.
= Avoid prohibited sectors like gambling or speculative real estate.
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o Ensure the target jurisdiction adheres to FATF norms.
4. Documentation Preparation:
o Prepare the necessary documents, including:
= Valuation Report for unlisted entities.
= Business Plan or Feasibility Report.
= Share Purchase Agreement or Loan Agreement.
5. Obtain Approvals:
o File Form ODI (Part I) with the Authorized Dealer (AD) Bank.
o Obtain Board Resolution or Shareholder Approval if investing through an
entity.
o Secure RBI approval for restricted sectors or jurisdictions, if applicable.
6. Plan for Foreign Entity Incorporation:
o If setting up a subsidiary or JV, ensure compliance with local incorporation
and tax laws.

2. Investment Execution

1. Fund Remittance:
o Remit funds through the AD Bank, ensuring the use of appropriate purpose
codes.
o Track and confirm the successful transfer of funds.
2. Forex Risk Management:
o Use hedging instruments (e.g., forward contracts or options) to minimize
currency risks.
3. Establish Operations Abroad:
o Set up the foreign entity (if applicable) and ensure operational compliance
with local regulations.

3. Post-Investment Compliance

1. Annual Performance Report (APR):
o File the APR by December 31 each year with the AD Bank.
o Include financial and operational performance of the foreign entity.
2. Event-Based Reporting:
o File Form ODI (Part II) for:
= Additional investments.
= Changes in ownership or structure.
o File Form ODI (Part I11) for:
= Disinvestment or liquidation.
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o Deadline: Within 30 days of the event.
3. Repatriation Obligations:
o Repatriate proceeds from disinvestment, dividends, or income within 90 days.
o Maintain bank certificates as proof of repatriation.
4. Tax Compliance:
o Declare foreign income and assets in Indian income tax returns.
o Utilize Double Taxation Avoidance Agreements (DTAAS) for tax
optimization.

Checklist for Entrepreneurs Handling OPI
1. Pre-Investment Activities

1. Define Portfolio Objectives:
o Decide on the goals of OPI, such as diversification or passive income
generation.
o ldentify permissible instruments:
= Listed shares.
= ETFs, bonds, or mutual funds.
2. LRS Compliance:
o For individuals, ensure total remittance under the Liberalized Remittance
Scheme (LRS) does not exceed USD 250,000 annually.
3. Documentation:
o Submit the LRS declaration form to the AD Bank.
o Prepare broker confirmations or agreements for OPI transactions.

2. Investment Execution

1. Transaction Monitoring:
o Track remittance and ensure proper reporting with the AD Bank.
o Verify that the investments are aligned with declared purposes and sectoral
limits.
2. Minimize Costs:
o Choose brokers or platforms with competitive transaction fees.
o Optimize forex costs during currency conversion.

3. Post-Investment Compliance
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1. Income Tracking:
o Monitor dividends, interest, or capital gains earned from OPI investments.
o Repatriate income to Indian accounts if required.
2. Tax Reporting:
o Report foreign income and gains in Indian tax filings.
o Track and comply with tax obligations in the foreign jurisdiction, if
applicable.
3. Portfolio Review:
o Periodically review the portfolio for performance and alignment with goals.

Key Compliance Timelines

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) File Form ODI (Part I) Before Remittance
Annual Reporting (ODI) File Annual Performance Report By December 31

Event-Based Reporting (ODI)  File Form ODI (Part 11/111) Within 30 Days
Repatriation Monitoring (ODI) Submit Proof of Repatriation ~ Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance

Common Challenges and Solutions

Challenge Solution
Inadequate Maintain detailed records of resolutions, agreements, and
Documentation compliance filings.
Delayed Reporting Use a_ compliance calendar with reminders for reporting
deadlines.
Currency Risk Hedge against forex risks using forward contracts or options.
Tax Complexities Consult tax advisors for optimizing liabilities using DTAAs.

Templates for Entrepreneurs

A. Board Resolution for ODI

less
Copy code
[On Company Letterhead]

BOARD RESOLUTION
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Date: [Insert Date]
Place: [Insert Location]
The Board of Directors of [Company Name], in its meeting held on [Insert

Date], passed the following resolution:

**RESOLVED THAT**, approval be and is hereby accorded to invest USD [Insert
Amount] in [Foreign Entity Name], located in [Country], through
[Equity/Loan/Guarantee], subject to compliance with FEMA, 1999, and other
applicable laws.

**RESOLVED FURTHER THAT**, [Name], [Designation], be authorized to execute
necessary documents, file forms with the AD Bank, and complete the
remittance process.

For [Company Name],
[Authorized Signatory Name]
[Signature]

B. Annual Performance Report (APR) Filing

less
Copy code
[On Company Letterhead]

ANNUAL PERFORMANCE REPORT (APR)

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Submission of Annual Performance Report for [Foreign Entity
Name ]

Dear Sir/Madam,

We submit the Annual Performance Report for the financial year ending
[Insert Year] for [Foreign Entity Name], in compliance with FEMA (Overseas
Investment) Rules, 2022.

**Attachments**:
- Financial Statements of [Foreign Entity Name]
- Updated Shareholding Details

Authorized Signatory,
[Name & Designation]
[Signature]
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Entrepreneurs have a critical role in planning and managing ODI and OPI transactions for
long-term success. Let me know if you need further guidance, additional templates, or
tailored support!

You said:

Key check list of activities to be completed by Compliance Professionals while handling
ODIs/OPIs

ChatGPT said:

7|cu
By &
Trugy pan®

Here’s a key checklist for Compliance Professionals when managing Overseas Direct
Investment (ODI) and Overseas Portfolio Investment (OPI) transactions. This guide
ensures adherence to legal, regulatory, and governance requirements under the FEMA, 1999,
and related rules.

Checklist for Compliance Professionals Handling ODI
1. Pre-Investment Activities

1. Eligibility Assessment:
o Verify if the entity/individual qualifies for ODI under the FEMA (Overseas
Investment) Rules, 2022.
o Check compliance with sectoral caps, financial commitment limits (<400% of
net worth), and jurisdictional restrictions.
2. Sectoral and Jurisdictional Compliance:
o Confirm that the investment is not in prohibited sectors like gambling, real
estate, or non-FATF-compliant jurisdictions.
o Obtain RBI approval for restricted sectors or jurisdictions.
3. KYC and Due Diligence:
o Conduct due diligence on the foreign entity:
= Review incorporation documents, licenses, and financial health.
= Assess the entity’s compliance with AML/CFT norms.
4. Regulatory Filings:
o File Form ODI (Part I) with the Authorized Dealer (AD) Bank, attaching:
= Board/Shareholder resolutions.
= Valuation report for unlisted entities.
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= Agreements (e.g., share purchase or loan agreement).
5. Internal Approvals:
o Ensure the following approvals are obtained:
= Board Approval: For the amount, purpose, and terms of the
investment.
= Shareholder Approval: If required under the Articles of Association
or Companies Act, 2013.
6. Policy Compliance:
o Review internal policies to ensure alignment with the company's investment
objectives and compliance standards.

2. Investment Execution

1. Remittance Monitoring:
o Ensure funds are remitted through the AD Bank using appropriate purpose
codes.
o Track the transaction and confirm successful completion.
2. Hedging Forex Risks:
o Recommend and facilitate hedging strategies to manage currency fluctuations.
3. Establishment of Foreign Entity:
o If applicable, ensure the foreign entity (subsidiary or JV) is incorporated in
compliance with local regulations.

3. Post-Investment Compliance

1. Annual Performance Report (APR):
o File the APR with the AD Bank by December 31 each year.
o Include:
= Financial performance and operational updates of the foreign entity.
= Changes in shareholding structure.
2. Event-Based Reporting:
o File Form ODI (Part Il) for:
= Additional investments.
= Ownership or capital structure changes.
o File Form ODI (Part I11) for:
= Disinvestment or liquidation.
o Deadline: Within 30 days of the event.
3. Repatriation Monitoring:
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o Ensure proceeds from disinvestment or dividends are repatriated to India
within 90 days.
4. Audit and Governance:
o Conduct internal compliance audits to review adherence to FEMA and RBI
guidelines.
o Maintain comprehensive records for regulatory scrutiny.

Checklist for Compliance Professionals Handling OPI
1. Pre-Investment Activities

1. Eligibility Verification:
o Confirm the investor’s eligibility for OPI under the FEMA (Non-Debt
Instruments) Rules, 2019.
o Forindividuals:
= Ensure remittance does not exceed USD 250,000 under the Liberalized
Remittance Scheme (LRS).
2. Instrument Selection:
o Review the appropriateness of investment instruments, such as:
= ETFs, bonds, or foreign-listed securities.
3. Documentation and Approval:
o Ensure proper filing of the LRS declaration form with the AD Bank.
o Obtain any internal or external approvals if investing through an entity.

2. Investment Execution

1. Transaction Facilitation:
o Oversee remittance execution and confirm compliance with LRS and RBI
guidelines.
o Maintain records of trade confirmations and broker agreements.
2. Risk Management:
o Monitor costs such as brokerage fees and forex charges to optimize the
transaction.

3. Post-Investment Compliance

1. Income Repatriation:
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o Track and repatriate income from OPI (e.g., dividends, interest) into an Indian
bank account as required.
2. Tax Reporting:
o Report foreign income and capital gains in the entity’s or individual’s tax
filings.
3. Portfolio Review:
o Periodically review investment performance and realign strategies with
compliance requirements.

Key Compliance Timelines

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) File Form ODI (Part I) Before Remittance
Annual Reporting (ODI) File Annual Performance Report By December 31

Event-Based Reporting (ODI)  File Form ODI (Part 1I/111) Within 30 Days
Repatriation Monitoring (ODI) Submit Proof of Repatriation ~ Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance

Common Challenges and Solutions

Challenge Solution
Missed Reporting Use a compliance calendar to track deadlines for APR and
Deadlines event-based filings.
Sectoral and Conduct enhanced due diligence and obtain necessary
Jurisdictional Risks approvals for restricted jurisdictions.
Incomplete Regularly audit files to ensure completeness and accuracy of
Documentation forms and agreements.
Currency Risk Recommend hedging solutions like forward contracts or
Management options.

Templates for Compliance Professionals

A. Compliance Checklist for ODI Transactions
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. tat
Step Details (\?ei /IL\JIZ)
Conducted due Reviewed target entity and jurisdiction (1
diligence compliance.
Prepared resolutions Board and shareholder resolutions obtained. []
Filed Form ODI (Part I) Submitted to AD Bank with supporting 1
documents.
Completed remittance  Funds remitted via appropriate purpose code. []
Filed APR Annual report submitted by December 31. []

B. LRS Declaration for OPI

less

Copy code

[On Individual/Company Letterhead]
LRS DECLARATION FORM

Date: [Insert Date]
To: [Authorized Dealer Bank Name]

**Subject**: Declaration for Remittance Under LRS

Dear Sir/Madam,

I/We, [Name/Entity Name], hereby declare that I/we intend to remit USD
[Insert Amount] under the Liberalized Remittance Scheme (LRS) for

investment in [Instrument Type, e.g., ETFs, Bonds].

I/We confirm that the total remittance, including this transaction, does
not exceed the USD 250,000 annual limit under LRS guidelines.

Thank you.
Yours sincerely,

[Name & Designation]
[Signature]

Compliance professionals play a vital role in safeguarding the organization against regulatory
risks and ensuring smooth execution of ODI and OPI transactions. Let me know if you need
more tailored templates or further assistance!

You said:

Please provide Dos & Dont's while making ODIs /OPlIs
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ChatGPT said:

7|cn|
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Dos and Don’ts for Overseas Direct Investment (ODI) and Overseas Portfolio
Investment (OPI)

Dos While Making ODlIs

1. Conduct Due Diligence:
o Perform a thorough assessment of the foreign entity or investment instrument,
including financial health, legal status, and market conditions.
2. Adhere to FEMA Regulations:
o Comply with the FEMA (Overseas Investment) Rules, 2022, and related
guidelines for ODI transactions.
o File the required forms (e.g., Form ODI Part I, 11, I11) with the Authorized
Dealer (AD) Bank.
3. Ensure Sectoral Compliance:
o Verify that the investment aligns with sector-specific regulations and does not
fall under prohibited activities like gambling or speculative real estate.
4. Follow Reporting Obligations:
o Submit the Annual Performance Report (APR) to the AD Bank by
December 31 each year.
o Report event-based transactions like additional investments or disinvestment
within 30 days.
5. Obtain Necessary Approvals:
o Seek prior approval from RBI for:
= Investments in FATF non-compliant jurisdictions.
= Round-tripping transactions.
o Ensure Board and Shareholder approvals are obtained, where applicable.
6. Monitor Forex Risks:
o Use hedging instruments like forward contracts to minimize currency risks.
7. Maintain Proper Documentation:
o Keep records of all agreements, approvals, and compliance filings for future
audits.
8. Repatriate Proceeds:
o Ensure that sale proceeds, dividends, and other income from the foreign entity
are repatriated to India within stipulated timelines.
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Don’ts While Making ODIs

1. Don’t Violate Investment Limits:
o Auvoid exceeding the 400% net worth cap for total financial commitments in
ODI transactions.
2. Don’t Invest in Prohibited Sectors:
o Refrain from investing in activities restricted under FEMA, such as:
= Gambling, lotteries, or casinos.
= Speculative real estate (e.g., buying land without development).
3. Don’t Skip Due Diligence:
o Never proceed without verifying the credibility of the foreign entity or
compliance with local laws in the host jurisdiction.
4. Don’t Delay Reporting:
o Ensure timely filing of APRs and event-based reports to avoid penalties under
FEMA.
5. Don’t Ignore Tax Implications:
o Understand and plan for tax liabilities in India and the foreign jurisdiction.
o Utilize Double Taxation Avoidance Agreements (DTAAS) for optimizing
taxes.
6. Don’t Use Unapproved Channels:
o Route all remittances through Authorized Dealer (AD) Banks only.
7. Don’t Overlook Jurisdictional Risks:
o Avoid investing in high-risk jurisdictions without proper due diligence and
RBI approval.

Dos While Making OPIs

1. Comply with LRS Guidelines:
o For individuals, ensure total remittance under the Liberalized Remittance
Scheme (LRS) does not exceed USD 250,000 annually.
2. Choose Permissible Instruments:
o Invest in approved instruments like:
= Foreign-listed shares.
= ETFs, mutual funds, or bonds.
3. Maintain Transparency:
o Declare the investment purpose in the LRS form submitted to the AD Bank.
4. Monitor Portfolio Performance:
o Periodically evaluate the returns and risks associated with the OPI
investments.
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5. Repatriate Income:
o Track and bring back income earned from OPI investments, such as dividends
or interest, as required.
6. Maintain Records:
o Keep documentation of all remittance and transaction details for audit and
compliance purposes.

Don’ts While Making OPIs

1. Don’t Exceed Permissible Limits:
o Ensure remittance under LRS remains within the USD 250,000 limit,
including all purposes (education, travel, etc.).
2. Don’t Invest in Speculative Instruments:
o Avoid unauthorized investments like:
= Derivatives or cryptocurrencies.
= Instruments in prohibited jurisdictions.
3. Don’t Overlook Tax Obligations:
o Report foreign income and gains in Indian tax filings to avoid penalties.
4. Don’t Neglect Costs:
o Consider transaction fees, currency conversion charges, and broker fees when
planning investments.
5. Don’t Ignore Regulatory Changes:
o Stay updated on changes in FEMA, RBI guidelines, and LRS rules that may
impact OPI investments.

Key Takeaways
Aspect ODI Dos ODI Don’ts OPI Dos OPI Don’ts
File Form ODI, . . Submit LRS forms,
. Skip reporting Exceed LRS
Compliance follow sectoral . choose approved .
deadlines . limits
norms instruments
Maintain .
. . Ignore due Keep investment and Overlook costs
Documentation resolutions and - ) .
diligence remittance records  or tax reporting
agreements
Invest in
Risk Hedge forex . Monitor portfolio Speculative
g prohibited P P

Management  exposure performance investments

jurisdictions
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Aspect ODI Dos ODI Don’ts OPI Dos OPI Don’ts
Bring back . S
. g ... Delayin Repatriate income  Ignore forex
Repatriation  proceeds within - .
. repatriation earned risks
timelines

Let me know if you need further clarification or assistance with specific scenarios!
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Key Takeaways for ODIs and OPls

Here’s a consolidated summary of the most important points to remember while managing
Overseas Direct Investment (ODI) and Overseas Portfolio Investment (OPI) transactions:

1. Compliance is Non-Negotiable

e Adhering to FEMA, 1999, and the FEMA (Overseas Investment) Rules, 2022, is
essential.

e Submit all required filings (e.g., Form ODI, APR, LRS forms) within stipulated
deadlines to avoid penalties.

e Ensure investments comply with jurisdictional, sectoral, and monetary limits (e.qg.,
400% net worth cap for ODI or USD 250,000 LRS cap for OPI).

2. Strategic Planning is Key

« ODI:
o Have a clear investment objective (e.g., market entry, technology acquisition,
or revenue diversification).
o Evaluate the target foreign entity thoroughly with due diligence and a
feasibility study.
e OPI
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o Focus on diversification and wealth creation with permissible instruments like
ETFs, bonds, and listed shares.

3. Risk Management is Crucial

« Monitor forex risks and use hedging strategies like forward contracts for large ODI or
OPI transactions.

e Avoid investing in high-risk jurisdictions or speculative instruments like
cryptocurrencies or derivatives.

4. Documentation is a Lifeline

« Maintain meticulous records of:
o Board/Shareholder Resolutions.
o Agreements (e.g., Share Purchase, Loan, or Guarantee Agreements).
o Valuation Reports and Feasibility Studies.
o Compliance filings (e.g., Form ODI Parts I, I1, 111, and APR).

5. Financial Discipline

« ODL:
o Ensure proper funding channels through Authorized Dealer (AD) Banks.
o Repatriate proceeds like disinvestment gains or dividends within specified
timelines (e.g., 90 days).
e OPI
o Track costs such as broker fees, conversion charges, and tax liabilities.

6. Reporting is Mandatory

« ODL:
o File the Annual Performance Report (APR) by December 31 each year for
operational and financial updates of the foreign entity.
o Report event-based transactions (e.g., additional investment or disinvestment)
within 30 days.
e OPI
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o Ensure income earned (e.g., dividends or interest) is reported in Indian tax
filings and repatriated, where required.

7. Prohibited Activities to Avoid

« ODI:
o Avoid investing in prohibited sectors like gambling, speculative real estate, or
jurisdictions flagged by FATF as non-compliant.
« OPI:
o Refrain from speculative investments in derivatives or cryptocurrencies.

8. Stay Updated

e Regularly track changes in FEMA regulations, RBI guidelines, and LRS limits to

remain compliant.
« Monitor tax treaties like Double Taxation Avoidance Agreements (DTAA) to
optimize cross-border tax liabilities.

9. Governance and Collaboration

o Entrepreneurs, compliance professionals, company secretaries, and legal experts
should collaborate to manage ODI/OPI processes.

o Periodic internal audits and reviews of compliance records can help identify gaps
early.

10. Thoughtful Execution for Success

e ODl is a long-term strategic investment, requiring due diligence, proper governance,

and regular monitoring.
o OPI is focused on portfolio diversification and wealth creation, with a need for
ongoing performance reviews and cost management.

The Big Picture
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Whether you are a business expanding globally (ODI) or an individual diversifying
investments (OPI), success hinges on three pillars:

1. Strategic Objectives: Know why you're investing.
2. Regulatory Discipline: Follow the rules to avoid unnecessary risks.
3. Risk Awareness: Anticipate challenges and act proactively.

By aligning these elements, you can ensure both compliance and success in your overseas
investments. Let me know if you need further assistance or clarity on any specific aspect!

2/2

You said:

Summarise all the previous discussions

ChatGPT said:
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Comprehensive Summary of ODI and OPI Discussions

1. Overview of ODI and OPI

e Overseas Direct Investment (ODI):
o Involves active control/ownership (=10%) in a foreign entity.
o Includes equity investment, loans, or guarantees.
o Governed by FEMA (Overseas Investment) Rules, 2022.
e Overseas Portfolio Investment (OPI):
o Passive investments in listed securities, ETFs, bonds, or mutual funds.
o No control or active management (ownership <10%).
o For individuals, governed by Liberalized Remittance Scheme (LRS).

2. Key Steps in ODI and OPI Transactions
ODI:

e Pre-Investment:
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OPI:

o Conduct due diligence and feasibility studies.
o Prepare documentation like Form ODI, resolutions, agreements, and valuation
reports.
o Obtain necessary approvals (Board, Shareholders, and RBI for restricted
jurisdictions).
Execution:
o Remit funds through the Authorized Dealer (AD) Bank using appropriate
purpose codes.
o Hedge forex risks where applicable.
Post-Investment:
o File Annual Performance Report (APR) by December 31.
o Report event-based changes (e.g., disinvestment) within 30 days.
o Repatriate proceeds from disinvestment or income within 90 days.

Pre-Investment:
o Ensure compliance with LRS (USD 250,000 annual cap for individuals).
o Select permissible instruments like ETFs, bonds, or listed shares.
Execution:
o Remit funds through the AD Bank with proper documentation.
o Track transaction costs and forex conversion rates.
Post-Investment:
o Monitor income (dividends/interest) and ensure repatriation where required.
o Report foreign income and capital gains in Indian tax filings.

3. Roles and Responsibilities

Professionals Involved:

Chartered Accountants (CAs):

o Financial planning, compliance, and audit of investments.
Company Secretaries (CSs):

o Governance, Board resolutions, and documentation management.
Cost and Management Accountants (CMASs):

o Budgeting, cost analysis, and financial performance reviews.
Lawyers:

o Legal feasibility, due diligence, contract drafting, and dispute resolution.
Bankers:

o Facilitation of remittances, KYC, and transaction monitoring.
Entrepreneurs:
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o Strategic planning, operational monitoring, and profit maximization.
o Compliance Professionals:
o Regulatory filings, internal audits, and ongoing compliance tracking.

4. Key Documents for ODI/OPI
Mandatory Forms:

e Form ODI (Part I, 11, 111) for ODI investments.
e LRS Declaration Form for OPI remittances.

Supporting Documents:

o Board/Shareholder resolutions.

e Share Purchase or Loan Agreements.

o Valuation Reports for unlisted entities.
e APR (Annual Performance Report).

5. Dos and Don’ts
Dos:

o Conduct thorough due diligence and feasibility studies.

o Adhere to FEMA regulations and LRS guidelines.

e Submit required filings (ODI, APR, LRS) within stipulated deadlines.
o Use hedging instruments for managing forex risks.

o Ensure repatriation of income and sale proceeds on time.

Don’ts:

o Don’tinvest in prohibited sectors (e.g., gambling, speculative real estate).
e Don’t exceed ODI (400% net worth) or OPI (LRS limit) caps.

e Don’t delay reporting or overlook regulatory changes.

o Don’t ignore tax implications in India or the foreign jurisdiction.

6. Key Challenges and Solutions
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Challenge Solution
Missed Reporting Use compliance calendars and reminders for filings (APR, event-
Deadlines based reports).
Currency Risks Hedge forex exposure through forward contracts or options.
Tax Complexities Utilize DTAAs for cross-border tax optimization.
Stay updated on FEMA rules, RBI notifications, and sectoral

Regulatory Changes quidelines.

7. Sectoral and Jurisdictional Compliance

o ODI investments are restricted in sectors like gambling and speculative real estate.
e Investments in FATF non-compliant jurisdictions require enhanced due diligence and
prior RBI approval.

8. Reporting and Compliance Timelines

Activity Form/Action Deadline
Pre-Investment Reporting (ODI) Form ODI (Part I) Before Remittance
Annual Reporting (ODI) Annual Performance Report (APR) By December 31
Event-Based Reporting (ODI)  Form ODI (Part I1/111) Within 30 Days
Repatriation Monitoring (ODI) Submit Proof of Repatriation Within 90 Days
LRS Declaration (OPI) File LRS Form Before Remittance

9. Success Stories

o ODI: Tata Motors’ acquisition of JLR, Bharti Airtel’s Africa expansion, ONGC

Videsh’s global energy projects.
« OPI: Indian HNIs investing in global tech stocks (e.g., Apple, Tesla) under LRS.

10. Practical Insights

e ODI enables businesses to expand globally and access new markets.

« OPI helps individuals and entities diversify investments and earn foreign income.

o Both require strict adherence to compliance frameworks to avoid penalties and
regulatory scrutiny.
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Let me know if you’d like a deeper dive into any specific aspect or further tailored assistance!
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Conclusion
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Conclusion on ODI and OPI

The frameworks for Overseas Direct Investment (ODI) and Overseas Portfolio
Investment (OPI) offer significant opportunities for businesses and individuals in India to
expand globally, access new markets, and diversify investments. However, these
opportunities come with responsibilities to ensure compliance, manage risks, and achieve
strategic objectives.

Key Takeaways

1. ODI:
o ldeal for businesses looking to expand internationally with active control and
management.
o Requires robust due diligence, adherence to FEMA guidelines, and
sectoral/jurisdictional compliance.
o Long-term success hinges on proper governance, strategic planning, and
timely reporting.

o A passive investment tool to diversify wealth through listed securities, ETFs,
or bonds.
o Suited for individuals and entities seeking exposure to global markets under
the Liberalized Remittance Scheme (LRS).
o Involves managing currency risks, tracking portfolio performance, and
complying with tax and repatriation norms.
3. Compliance:
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o Timely filings (e.g., Form ODI, APR, LRS forms) and adherence to regulatory
limits (400% net worth for ODI; USD 250,000 for OPI under LRS) are
critical.

o Collaboration among professionals (e.g., CAs, CSs, lawyers, and compliance
officers) ensures smooth execution and governance.

4. Strategic Value:

o ODI fosters global partnerships, enhances technological capabilities, and
enables market diversification.

o OPI provides access to high-growth sectors, foreign income opportunities, and
risk mitigation through diversification.

5. Challenges:

o Delayed reporting, currency risks, tax complexities, and regulatory changes
are common hurdles.

o Proactive risk management, use of hedging instruments, and professional
guidance can mitigate these challenges.

Final Thoughts

With India’s growing integration into the global economy, ODI and OPI are powerful
mechanisms for unlocking growth potential and enhancing wealth. Success in these ventures
requires a blend of strategic foresight, disciplined compliance, and vigilant risk management.
By leveraging the frameworks effectively, Indian businesses and investors can position
themselves as competitive players on the global stage.

Let me know if you need help implementing any specific aspect or further guidance!

7@‘3 Crd7505@qgmail.com +91 779 505 0177 234 |Page



mailto:Crd7505@gmail.com

