\,
>»>

A

ys

s
F:

Tax Edge sPeciAL

Vol. 7 Issue 1.1

About BMR Advisors | BMR in News |

BMR Insights |

Government finally approves 100 percent Foreign Direct
Investment in Single Brand Retail Trading

The Department of Industrial Policy and Promotion vide Press Note 1 of 2012 has
notified its approval to the much awaited decision on 100 percent Foreign Direct
Investment (“FDI") in single-brand retail trading. This will now be permitted under
government approval route subject to stipulated conditions. The decision to increase
FDI limit in single-brand retail trading to 100 percent was taken by the Cabinet on
November 24, 2011 along with the decision to allow 51 percent FDI in multi-brand
retail trading. However, a surge of protests forced the government to suspend its

decision on the latter relaxation.

The extant consolidated FDI policy allows FDI in single-brand retail trading upto 51
percent under government approval route subject to fulfillment of the following

conditions:

(i) Product to be sold should be of a ‘Single Brand’ only.

(i)  Products should be sold under the same brand internationally i.e. products
should be sold under the same brand in one or more countries other than
India.

(i)  ‘Single Brand’ product retailing would cover only products which are branded

during manufacturing.

(iv)  The foreign investor should be the owner of the brand.

While the present stipulations remaining untouched, the decision to increase the
extant limit of 51 percent to 100 percent has been introduced coupled with an
additional rider that in respect of proposals involving FDI beyond 51 percent,
mandatory sourcing of atleast 30 percent of the value of products sold would have to
be done from Indian ‘small industries/ village and cottage industries, artisans and
craftsmen. The compliance of this condition would need to be ensured through self-

certification by the company and to be subsequently checked by statutory auditors,
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from the duly certified accounts to be maintained by the investors.

For the aforementioned stipulation, ‘small industries’ have been defined as industries
which have a total investment in plant & machinery not exceeding US$ 1.00 million.
This valuation refers to the value at the time of installation, without providing for
depreciation. It has been further provided that if, at any point in time, this valuation
threshold is breached, then the industry shall cease to qualify as a 'small industry'.

‘Village industry' has been assigned the same meaning as under the Khadi and
Village Industries Commission Act, 1956, as amended from time to time.

BMR comments

The development on single brand retailing was anticipated as the current FDI and

ECB rules constraint the “high capex” investment needs of the emerging retail

sector. It was hoped that the enablement of higher limits of sourcing of capital from Contributors
overseas by single brand retailers would not arrive with riders.

Therefore, the current liberalisation will facilitate limited set of single brand retailers

whose products and supply chain enable local procurement and that too from the

SME sector. Typically the luxury segment of single brand retailers will not be able to

meet their sourcing needs from local SME sector and hence will not be able to avail

of the new sector limits for FDI.



http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
http://www.itrworldtax.com/JurisdictionFirm/5201/9/BMR-Advisors---Taxand.html#Jurisdiction63
http://www.itrworldtax.com/JurisdictionFirm/5201/9/BMR-Advisors---Taxand.html#Jurisdiction63
http://www.itrworldtax.com/JurisdictionFirm/5201/9/BMR-Advisors---Taxand.html#Jurisdiction63
http://www.bmradvisors.com/recognitions.php
http://www.bmradvisors.com/recognitions.php
mailto:gokul.chaudhri@bmradvisors.com
mailto:parul.jain@bmradvisors.com
mailto:sandeep.gupta@bmradvisors.com
mailto:sonam.agarwal@bmradvisors.com
mailto:mukesh.butani@bmradvisors.com
mailto:rajeev.dimri@bmradvisors.com
mailto:gokul.chaudhri@bmradvisors.com
mailto:bobby.parikh@bmradvisors.com
mailto:abhishek.goenka@bmradvisors.com
mailto:sriram.seshadri@bmradvisors.com

meet.hemkar@bmradvisors.com

Disclaimer:

This newsletter has been prepared for clients and Firm personnel only. It provides general information and guidance as on date of preparation
and does not express views or expert opinions of BMR Advisors. The newsletter is meant for general guidance and no responsibility for loss
arising to any person acting or refraining from acting as a result of any material contained in this newsletter will be accepted by BMR Advisors. It
is recommended that professional advice be sought based on the specific facts and circumstances. This newsletter does not substitute the need

to refer to the original pronouncements.
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The information contained in this communication is intended solely for the use of the individual or entity to whom it is addressed and others
authorized to receive it. This communication may contain confidential or legally privileged information. If you are not the intended recipient, any
disclosure, copying, distribution or action taken relying on the contents is prohibited and may be unlawful. If you have received this communication
in error, or if you or your employer do not consent to email messages of this kind, please notify us immediately by responding to this email and
then delete it from your system. No liability is accepted for any harm that may be caused to your systems or data by this message. Unless related
to BMR business, the opinions, conclusions and other information contained within this email are those of the sender alone and do not
necessarily constitute those of the Firm.
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