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Overseas Direct Investments (‘ODI’) – Clarification with respect to revised guidelines  

The Reserve Bank of India (‘RBI’) has issued a circular to provide clarifications 
with respect to recent amendment in relation to ODI in Joint Venture (‘JV’) / 
Wholly Owned Subsidiary (‘WOS’) under Automatic route. The RBI had, vide A.P. 
(DIR Series) Circular No. 23 dated August 14, 2013, reduced the ceiling for ODI 
from 400% to 100% of net worth of the Indian Party. The reduction was effective 
from August 15, 2013. In this regard, the RBI has clarified as follows: 

1. Fresh financial commitment (not contracted until August 14, 2013) 

• Any fresh financial commitments in the existing JV/ WOS (including for 
the purpose of setting up of/ acquiring step-down subsidiaries outside 
India) by the Indian Party would be permitted under automatic route only 

up to the revised limit of 100%. Any financial commitment beyond the 
100% cap shall require prior approval of the RBI. (FAQ No.1) 

• Investment in an existing overseas JV/ WOS of another Indian Party 
(either by way of transfer of existing stake or by way of fresh contribution) 
would constitute a fresh financial commitment by the new Indian Party 
and would have to be within the revised limit of 100%, under the 
automatic route. (FAQ No.6) 

• Existing investments made by the Indian Party would also be reckoned 
towards calculation of revised limit of 100%. (FAQ No.5) 
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2. Fresh financial commitment (contracted on or before August 14, 2013) 

• In cases where the Indian Party has already contracted/committed 
financial commitment for acquiring/ setting up new JV/ WOS or for 
making fresh investment in an existing JV/ WOS, the earlier limit of 
400% under the automatic route would apply. Such investments 
shall not be subject to any unwinding or approval from the RBI. 
Responsibility for checking veracity/ authenticity of the contract/ 
commitment before permitting remittances will lie with the designated 
Authorised Dealer (‘AD’) bank. The AD Bank would keep the RBI 
informed about such investments. (FAQ Nos. 2 and 3) 

• Applications already forwarded to the RBI/ AD bank on or before August 
14, 2013 would be examined and dealt with by the RBI/ AD bank under the 
guidelines existing prior to August 14, 2013. (FAQ No. 4) 

3. ODI funded out of foreign exchange 

The following clarifications have been provided in this regard: 

• The limit of 400% of net worth of the Indian Party under automatic route 
would continue to apply in cases where the investment is to be funded out 
of proceeds of External Commercial Borrowings. 

• In case of ODI funded out of Earners Foreign Currency account of the 
Indian party, or out of funds raised by way of American Depository 
Receipts/ Global Depository Receipts, no such limit would apply.  

 

 

 

4. ODI by Navratna Public Sector Undertakings (PSUs), ONGC Videsh Limited 
(OVL) and Oil India Ltd (OIL) 

For approving overseas investments by Navratna PSUs, OVL and OIL in the oil 
sector (i.e., for exploration and drilling for oil and natural gas, etc.), the term, 
‘Government of India’ mentioned in the earlier circular1

These clarifications would provide clarity to investors as to the applicability of the 
revised guidelines.  

 should be read as 
‘Competent Authority’, which, depending on the amount involved would be (1) 
the Board of Directors of the PSU concerned, (2) Empowered Committee of the 
Secretaries (ECS); and (3) Cabinet Committee on Economic Affairs (CCEA). 
(FAQ No. 7) 

Source: A.P. (DIR Series) Circular No. 30 dated September 4, 2013. 

 

                                                             
1 A.P. (DIR Series) Circular No. 23 dated August 14, 2013 
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