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I N D IA TO U R Building Business

Partnerships

" The 2" most attractive investment destination
(source UNCTAD World Investment Report 2007)

= Advantage - low cost of production, large size domestic market
= Growth rate at 8.5% considered sustainable
= Besides the service industry, evolving into a manufacturing hub

® India figures in the Research and Development strategy of
global corporate
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F D I I N F L OW Building Business

. . Partnerships
Top Investing Countries

US$ Million
I N N I N
1 Mauritius 1,129 2,570 6,363 9,463 18,481
2 USA 669 502 856 1,021 3,902
3 UK 101 266 1,878 1,117 3,390
4 Singapore 184 275 578 1,664 2,214
) Netherlands 267 76 644 601 2,209
6 Japan 126 208 85 761 1,899
7 Germany 1,298
n---——
Switzerland
10 Cyprus 3 70 58 773 562
Total 3,754 5,546 15,726 20,136 47,206

Source — Department of Industrial Policy & Promotion
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I N D IA TO U R Building Business

. . Partnerships
Understanding Requlatory Compliances

= Most laws originate from British Laws

® Procedure Driven

Failures to comply usually leads to penalty and sometimes prosecution
= Stacked in favor of labour (blue collar staff)

" Fine reading and interpretation is the norm

® Copyright Reserved WWW.CCiLin 6




Cl1

Building Business
Partnerships

CICT T TINIC 1'ID TLITT DIICINITC O
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Avoiding Pitfalls
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INDIA ENTRY CCJ[

Building Business

Partnerships
Mode of Investment

French Corporate

INDIA

W)ffice Wéal ribution

Representation Subsidiary Channel

Wholly Owned | meorter

Subsidiary

— Joint Venture - _
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INDIA ENTRY Building Business

. . Partner. s/nps
Alternate Entlty Comparlson

Characteristics Share capital No commercial Temporary site Commercial
owned by parent activities allowed office, specific activities allowed
company projects

Status Shareholders Foreign Company Foreign Company Foreign Company

Control Board of Directors  Parent Company Parent Company Parent Company
Closure ROC RBI RBI RBI
(6-9 months) (3 months) (3 months) (3 months)

RBI — Reserve Bank of India
FIPB — Foreign Investment Promotion Board
ROC — Registrar of Companies
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C O R P O RA T E S ET' U P Building Business

L Partnerships
Flawed Feasibility Study

= Negative List - sectors where Foreign Direct Investment is not
allowed e.g. betting, lottery business, atomic energy, retail trading
(except ‘Single Brand’ product retailing)
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by equity cap e.g. Insurance (26 %)

= A small list of activities is reserved for the Small Scale
Industries (SSI)

Examine the Negative List,
’ Sectoral caps and SSI
reservations while
conceptualizing investment
into India
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C O R P O RA T E S ET' U P Building Business

. .- ) . . . Partnershibs
Existing Collaboration(s) in India can restrict your entry plans (#2) e

®" Do you have an existing joint venture with an Indian partner for
the very field in which you now intend to set-up business in
India?

" Do you have an existing technology collaboration with an
Indian partner for the same field in which you intend to do

business in India?
Press Note 1 (2005 Series)

If yes, a ‘No Objection
Certificate’ is mandatory from
the existing Indian Partner and
prior approval is required from
the Foreign Investment
Promotion Board of India
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CO R P O RAT E S ET' U P Building Business

. . . Partnerships
Pay attention to your Capital Structuring (#3)

= At least two Shareholders are required; and

= Capital structure will determine ‘private’ or ‘deemed as public’
company in India viz.

Shareholding of the Indian Company

Indian Company + Foreign Company (Public) Public Company

4 Foreign Company (Public) + Foreign Company (Public) Private Company

6 Foreign Company (Private) + Foreign Company (Private) Private Company

section 4(7), Indian Companies Act, 1956

If a company is deemed
a public company (listed
or non-listed), it will
attract higher
compliance
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CORPORATE SET-UP Bgcs’[

Partnerships

The confusion of ‘Single Brand’ Retailing (#4)

Though retailing is not allowed, ‘Single Brand’ retail can be done
through a 51:49 joint venture with an Indian Partner

Single Brand Retailing means

® You retail goods under one single brand, and
=" The brand is well recognised, and

= |t covers only products branded during manufacturing
Press Note 3 (2006 Series)

Applications for single brand
retailing are processed by
the Department of Industrial
Policy & Promotion (DIPP)
and is presently somewhat
restrictive

® Copyright Reserved WWW.CCiLin 13

























































































































