LEGAL OPINION

How direct is FDI?

Amit Seth, partner and head of litigation & real estate laws practice at Seth Associates,
explains the basic puidelines for foreign direct investment (FDD in Indian real estate

il recently,  foreign

Inwvestors,  ather  than

NRls, were permitted

aply i development
of integrated townships and aet-
thements, either thrawgrh o whaol
Iy owned subsidiary or through
i joint wennare company Along
with a local parmer. Later an,
the guidelines  preseribed  znd
izsuenl by fhe Ministry of Com
merce & Industry vin Press Nate
2 CANE) werics apensd up FLI
In townships, howsing, buolleup
Infrastructure and  conatruction
dhevelopment progects.

Basic guidelines

“The Deepastment of Indiestri- ¥

al Pulicy and Prosotion
(DI, virde Prese Nale
INo, 2 (20CE); has permis
ted FDOO ug to 1R eneder suto-
mathe route. This Is in townslipa,
houzing, builbup  infrastrocune
and  construction  development
progecie {which woald include,
but g be restricied iy hawsing,
comumercial - peemises,  haotels,
resorts, Dospitals,  educational
imstitutions, recreatinnul fncilities,
city and regional level infrastruc-
ture fncilities, such s roada and
biritlges, and transt systems), sul-
et tu the fllowing guidelines:

- inirmem area ba be devedoped
under a project wiald be as fol
lows In case of deseloprment of
serviced hegising plots, 8 mini-
muiin land area of 1 hectares,
I s of construetion dewelop-
menl projects, a minimam buili
up area of 50000 = m, In case
of & combination of the abave
twn progects, uny one of the twa
conditions wonld suffice,
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2 Minkinun capitalisation neem
ahall be L8810 milliom for a whal-
beorwnesd subsidiary and U555
million far joint wentures with
Indian parner/s Fumnds wonkl
have tp be browght in within s
manths of commencement of
business of de campany.

A, Original myvesdment camont be
repatriated before 2 period of
three vears from comphetion of
minirmnm capitalisation. Hwey-
e irvestior migy be permitied
o exin carlier with price aporov-

.

al of the government through
the Foreign Investmint Promo:
tion Board (FTFR).

, Desmloprent of of least 50%

of the mbegraled project has
o b conmpleter] within a peri
nd af five years from the date
o phmining all staubory ches-
wces, The invisdar wouald ool
b permnitlex] o sell underde
veloped plots: (mcderdeveloped
connotes. where roads, water
supply, strect lighiing, drein-
nge, sewemge i other con-
veniences g5 applicable upeder
prescriled  regulations,  heve
meil besen made menilnblel, The
irvestor must provide this indra-
structre and obtain the oo
plelion  certlicate  from s
concerned local body or service
agency before betnyr allowed 10

dizpase of the serviced s
ingr plts,

5. Thee progect shall coedorm o

nmnxmllsla.nda:ds.hdmlhg
lanel wse reqirements amd pro:
visiin of commmumity smenities
and commen facilities a= laid
down b the - applicable bild-
Iy contred regulations, by-aws,
rules awl other regulations of
the stale government/ mmnick
palMocal body comeserned,
6. The investar shall be responsi-
bk Sor ohitainlng all necessary
upprisls, nchuoling s of the
Filelingr arel byt plars, devel-
cping inbernal and peripheral
areas and ather infrstructure
facilities, paymment of cevelog
ment, ewlernad  development
and oiher charmes and eomphy-
ing with all ather requirements,
s preseribed under applicable
rubes hyedawes/repulations | of
the state govermment, munlei-
el By conioerned,

The: stabe pavernment,mmmic:
ipal/local  body  comcerned,
which approves the buailling/
development plans. will monk
Lo the developer's complznee
Ly Lhe st comditions. e
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