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T2 faeet, 27 ¥, 2020

F.3M.1374(31).—Fa T g, el g yae sfaf@aw, 1999 (1999 # 42) #r 4T 46
FT IT-GTT (2) & GO (Fdh) TAT (F) FIT V& ARAT HT TN Fd g0, FEaeft qa1 saer (-0
foraa) M=, 2019 &7 37 |9ree F:3 & forw Aeterted Fa a9t g, aaiq-

1. e AW i) wRw - (1) =7 FEEt v term am Geelt qur ey (- o) (T
Terree) ==, 2020 2

(2) T SIS H AT THRTH il L &l TTT Zi4T|

2. et 7aT warer (Fe-=r foraa) =m, 2019 (59 =8¢ =0 799Tq 9 99w Fg1 11 ), #
o 7 3 Tt @1 oy R Sromm

3. e F=w #, 9w 7 % qemnq, et e siaqeaiea G s, s

"7%. ATAFTA & AN o I9ATq SASHA- 9777 & F15< 179741 F1% Ffcr 5T 917 & [Fare] 04 =< &
IS SITEHTT FT ST 39T &, 3T STGFIT FT 9 397 & 57 17987 % 1797 21 % 17 qriae®

1883 G1/2020 (D
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fAgTar & qoaiaT & I FF STGFRT % UF5 § qre [aaaql (99 FiRe & (99) FT do7 F7
aFFHar 51"

4. e Fow ®, e 1§, areefy 7:-

(i) #. 9. 15.3.1 & 98 a9 (2) F Fefiw off wfafsai &, su-ofive "fecqor & srefiwr, #. €. (3)
H, "TEAT T AEAT F TIATY, "HAAAT A AATST GaT AHT i JFAT, TAH F ST AT [Ead gl ek
TG S0

(i) % @ TH 8.1 X, TY (2) ® F gfAeAT F T U, "gm/Sharwera ofivw & erefi|,
Raferfaa afafe wE&t sTosft, sraiq

(iii) 7 7. TF 8.2 3f¥ AN Fatag wEAT F Wy, Mo #. 9. siw sfatear & s,
AT~

(1) (2) 3) (4)

"7, 8.2 | HETAA! AT ATHT HETTA 100% ="

AT FAI,  GAFIET  FeArer,  dAT
TRTHIF, FTTRE faFal, T g8
TITETF, TaTF TAT FT17 [T ST 37
f@Af7ara® &7 [@#e grgFor ZeT
FHI-THT TT Flegi=a a1 T &7,
TIET 7HEFTAT 7 F1HT TTTA11

(iv) =8 T TraeaTiud %. |. T, 8.2 & 7aTq, Mutatad #. 7. s Jfafsat siqearioa i Jro,
FAT: -

(1) (2)

‘T, 8.3 T IT

(F) FIE AT FIRAIT FAT F7AT TIEBI AT [F39F] Tied @29/t (a7 5137 5777 51327

IRT F F7 [F74T a9 & qreqm & vdl 1T 197 #9491 #1 qJHET 532 3o
STATT TIAIUT T A1 FT F1I0ST #1 AFHIT 757 @911

(@) FRAT AT FGAT #1 FT THITT 31321 & FTI1T TIG9aT a& 1 [a=91 7T #1
qTTAIT JTHT [FT8% ST [@FT JIEFIIT ZI3T SIFHIGT 7 G797 % ST 17 Fariaad
7T 77 SgHIq & ST

() 2 &7 F A9t fAaer, F1ar stafaaa, 1938 # Il & dAFIAT F FTET FHT
HIT T 9 g1 17 THSTsne g1 #27 F7AT #1991 F1 197 ST gatga qiaEEar #
e 18T a3 ST @ I & 979 ST T ATIIET J757 511

() AT FTHT F71 Tg GlArera #5911 7 @37 @A ST [RI707 [ard? sediT
FETH % ZTIT T 5% FHT F7 @, ST 13 1A 4T [F977 I7 117 F147 338 57

[AFTT FITEF0T ZTRT JFETRT [RFHT 47 [FFHT F SIF7 37% F17T 97 - G797 7T 77
337 797 81
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(%) TRAT 77 F7+4T 7 329 TIZFHfaar a9 seqr7-4 F (397 10 &7 797 11 37
57 [F997 ST g7 giagla & @A a1 (@A sidwifaar [A3as) @A,
2014 & ITFET T TTGHAI-2 F TTT T2 T17 7T FTIET FIT (79137 134T TIGT1

(7) FRAT FHT F41 F 3907 [Fa9 7 #1% gl 57 7471 7 @312 qried fagiar
F goATFT % AT ZIITI

(5) 100 Fidera #1 A=t 1327 fAaer @147, 97T 777, G187 To7e, FIHT TR,
FITTRE FTHFAT, JAT TIFIT TATHF, TITF TIT ZTI7 [FGXF ST 39 a5 F1 d7
ZFIETT FT IF 3G 1Al U AT g1 dFAT &, 9T [F GRA1T A7 @A Hi} Awre
JITEFT0T FRT THI-GHT 77 Sfaglaa #47 J17 919, 39gw @< (9) 4 @19z
YTTHAIT ST S (A7 #1 91, Feqaidar 57 d197 qegaiaqr 9 ary 781 g1 57
fAz9% g7 T TgT JAIT FraT FT GIIGT THT-THT T3 G197 [F919%]1 FT7T
fafafEe =7 stroam

() ST ZTRT TATIT T T % e 1329 Teer f7a<r gearal #1 qara a7

TTTIHT ST FETTAT GEIT IT FTHT TegadT qegr F @329 (a3 #7 wredig 1971 Fa7971
(A=t [Aaer) (7w, 2015 F q97-aa 9¢ TIT-G9018d: 99 7 317 8 #F efiT ga17 #1

TE 9t & FgErT [ ET BT ST

TRT dF Sl dedr, [SraFr JrIfaE FFErT $197 7 7 Tg1 8, F IIEAFr FRT 147
TEIFAT TEIT F &F & F7d F37 1 FFAIT g1, I &7 7 fa=9ll 51327 73« #1 #1487 2o
9T @ STETENT T FTd1 TG 17 THT FEqT3 FT IToTea JTI19F (2-d197 da¢ll) FaerT
& 131 1 @17 a9 § 377 Fo7 T757eq F7 50 JIG9T & FTT AT TR T

() F1A7 7FeTTAT GEITT 7% 9797 [3797T [RF9#7 #1 agaeqs Ja2eRar g, [Feiatad
FTd1 #T &1 7@
(i) FTH1 1797, 2013 # 397 F Jefi7 ffads #F941 & &7 F @177 &1;

(ii) [RZF ST & ST, STTAT T&T FIHITTF STEFRT TIAT THG STGFRT TIaT 97
TEITAT LT3 F JAE [A9IF § & F15 UF 91T FT ATTRF 51

(iii) FATIAT [3133% % farg grfe=ret #1 g sqafa 7
(Iv) STIRF TFH1%, JTET TIT T FTAFATATS FT TR=FT 3,

(v) @391 THg FTIaT TEITTF TIT TETaF FI1 TIAT TTGIITF TIAT T FHIZIT
FT STOTF AT JIEFRT F STTHIGT T ST GIATT T 72

(Vi) 3% THE FTIAT TEITTF STIAT TgTTF FI41 FTIaT TG TI0F STIaT GIF SHIEIT &

e 130 7 @t §Irarar # IIEFRT FRT @112 30 51 a1 ITET1 F Gerar 77,

(vii) FFIET RIFTHaTHT15 FRT G=TTF FeeT F1 G377 I g Jagaadt =T Far &

T H IRT @97 ST,
() #. F. TH2.1 % T [31A12e d19F "dF7 [ 67" F TET 77 a7 4971 F a4
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7 afaida 197 Fa1791  da¢r F 7y 51911

(2) "R, "E3d A g @R gersr Rt (vESerd, @A [RIawar
A=l TITEIATT R, "R F1HT FAAT, "RAT FGAT, "IRAT SHT FIAT FT
qIRAT AT, "[AATET GRATT ATRF”, "FoT [@=0T [Fa<r" 97T #7 agl 74 g7 St 19
wTTdt, 2015 F1 ATAG=T G, A1.F17.115(5) F [@AT G910 @917 FRT 187 #7175 &
T GIRAT F1HT [RFI7%F 7 [FFT 18207 F177 GHT-a897 77 37 Fo a7 g

(v) T et fF ST 0§ 3=7 1 % I9-927 (F) F @ue (i) ¥ T yRAfE F om 1w

"TEQTIE HHT % Ioead § [Heer FT g THITAE F ITH o= i aTel HIAFATI] 6 FqerT i
I & T ATIRE ot % fiqw oy snfRaat w1 fAfReer #x w1 fGwer gem afe vedisrg
fafaer 78T F0 &1 [OT <IdT g 7 UH TRITeTs 3T 39 Haerd T8g g1 wa-t § AT T3 a9
ferer TwETes o stefie fonaT T fRarer /T STOR siw uwdies ud SHe e 99 qatad wat
H AT TIEwITorar fFaer Ig1 T IO =6 gae § TR o ATH{gd 6 & A1eq9q § Ieatad
T LT I ATl FHTARATAL o THTIA ¥ AT T AT AT =1 % A< o fawre o sraeas
afadd FA gq FATeEl T "y g gatd dafFar #r giEa wem uwdters g ekt w1
THATIA 3T THATSTE Haer 7 TRSTeE & &7 § (a0 =6 dae H qall i Aarars g
At st orat, afe g 1, & srewefi=r gem fAfEa #iwT % ofaw U9 st i (ol o uwdiens o
U & &= F7 ot & UH S99 F FTLT FIAT Tohed AT YFLA AT FT Ioerad 2 HFH7 *

e Ieerad Al WA ST

[®T.5. 01/05/27H/2019]

AT TG FITl, G A=

feroqur: o AT e 3 TSI, STETEr, 9 0l €T 3, I9-8E (i) § §.47.97. 3732(3), aE 17
FFeaY, 2019 FWT THIAT o T o ST &.#7.3M.4355(37), arirE 05 fReaw, 2019 ¥ Fr.3m.
1278(31), AT 22 375, 2020 FIT qeaTdad] H9rg T 0]

MINISTRY OF FINANCE
(Department of Economic Affairs)
NOTIFICATION
New Delhi, the 27th April, 2020

S.0. 1374(E).—In exercise of the powers conferred by clauses (aa) and (ab) of sub-section (2) of
section 46 of the Foreign Exchange Management Act, 1999 (42 of 1999), the Central Government hereby
makes the following rules further to amend the Foreign Exchange Management (Non-debt Instruments) Rules,
2019, namely:-

1. Short title and commencement. - (1) These rules may be called the Foreign Exchange Management (Non-
debt Instruments) (Second Amendment) Rules, 2020.

(2) They shall come into force on the date of their publication in the Official Gazette.

2. In the Foreign Exchange Management (Non-debt Instruments) Rules, 2019 (hereinafter referred to as the
principal rules), in rule 7, the explanation shall be omitted.

3. Inthe principal rules, after rule 7, the following rule shall be inserted, namely:
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“TA. Acquisition after renunciation of rights.- A person resident outside India who has acquired a right
from a person resident in India who has renounced it may acquire equity instruments (other than share
warrants) against the said rights as per pricing guidelines specified under rule 21 of these rules”.

4. In the principal rules, in Schedule 1, in the Table,-

(1) against serial number 15.3.1, in the entries under column (2), under sub-heading “Note”, in serial number
(3), after the words “first store”, the words “or start of online retail, whichever is earlier” shall be inserted.

(i1) serial number F.8.1, for the entries in column (2), under the heading “Sector/Activity”, the following entry
shall be substituted, namely:-

“Insurance Company”

(iii) for serial number F. 8.2 and the entries relating thereto, the following serial number and entries shall be
substituted, namely:-

(@) 2 3) 4)

“F.8.2 |Intermediaries or Insurance Intermediaries including 100% Automatic”
insurance  brokers, re-insurance brokers, insurance
consultants, corporate agents, third party administrator,
Surveyors and Loss Assessors and such other entities, as
may be notified by the Insurance Regulatory and
Development Authority of India from time to time.

(iv) after serial number F.8.2 as so substituted, the following serial number and entries shall be inserted, namely :

@) @)

“F.8.3 Other Conditions

(a) No Indian Insurance company shall allow the aggregate holdings by way of total foreign
investment in its equity shares by foreign investors, including portfolio investors, to exceed forty-
nine percent of the paid up equity capital of such Indian Insurance Company.

(b) The foreign investment up to forty-nine percent of the total paid-up equity of the Indian
Insurance Company shall be allowed on the automatic route subject to approval or verification by
the Insurance Regulatory and Development Authority of India.

(c) Foreign investment in this sector shall be subject to compliance with the provisions of the
Insurance Act, 1938 and the condition that Companies receiving FDI shall obtain necessary license
or approval from the Insurance Regulatory and Development Authority of India for undertaking
insurance and related activities.

(d) An Indian Insurance company shall ensure that its ownership and control remains at all
times in the hands of resident Indian entities as determined by Department of Financial Services or
Insurance Regulatory and Development Authority of India as per the rules or regulation issued by
them from time to time.

(e) Foreign portfolio investment in an Indian Insurance company shall be governed by the
provisions contained in Chapter-1V, rule 10 and rule 11 read with Schedule-II of these rules and
provisions of the Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations,

2014.

1 Any increase in foreign investment in an Indian Insurance company shall be in accordance
with the pricing guidelines specified in these rules.

(g) The foreign equity investment cap of 100 per cent shall apply on the same terms as above to

insurance brokers, re-insurance brokers, insurance consultants, corporate agents, third party
administrator, Surveyors and Loss Assessors and such other entities, as may be notified by the
Insurance Regulatory and Development Authority of India from time to time. However, the condition
of Indian owned and controlled, as specified in clause (d) above, shall not be applicable to
Intermediaries and Insurance Intermediaries and composition of the Board of Directors and key
management persons shall be as specified by the concerned regulators from time to time.

(h) The foreign direct investment proposals shall be allowed under the automatic route subject
to verification by the Authority and the foreign investment in intermediaries or insurance
intermediaries shall be governed by the same terms as provided under rules 7 and 8 of the Indian
Insurance Companies (Foreign Investment) Rules, 2015, as amended from time to time:

Provided that where an entity like a Bank, whose primary business is outside the insurance area, is
allowed by the Authority to function as an insurance intermediary, the foreign equity investment
caps applicable in that sector shall continue to apply, subject to the condition that the revenues of
such entities from the primary (non-insurance related) business must remain above 50 per cent of
their total revenues in any financial year.
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(i) The insurance intermediary that has majority shareholding of foreign investors shall
undertake the following:

(i) be incorporated as a limited company under the provisions of the Companies Act,
2013;

(i) at least one from among the Chairman of the Board of Directors or the Chief
Executive Officer or Principal Officer or Managing Director of the insurance
intermediary shall be a resident Indian citizen;

(iti)  shall take prior permission of the Authority for repatriating dividend;

(iv)  shall bring in the latest technological, managerial and other skills;

(v)  shall not make payments to the foreign group or promoter or subsidiary or
interconnected or associate entities beyond what is necessary or permitted by the
Authority,

(vi)  shall make disclosures in the formats to be specified by the Authority of all payments
made to its group or promoter or subsidiary or interconnected or associate entities,

(vii) composition of the Board of Directors and key management persons shall be as
specified by the concerned regulators,

G) The other condition under the heading ‘Banking-Private Sector’ specified against serial
number F.2.1 shall be applicable in respect of bank promoted insurance companies.
(k) Terms ‘Control’, ‘Equity Share Capital’, ‘Foreign Direct Investment’ (FDI), ‘Foreign

Investors’, ‘Foreign Portfolio Investment’, ‘Indian Insurance Company’, ‘Indian Company’, ‘Indian
Control of an Indian Insurance Company’, ‘Indian Ownership’, ‘Non-resident Entity’, ‘Public
Financial Institution’, ‘Resident Indian Citizen’, ‘Total Foreign Investment’ will have the same
meaning as provided in Notification No. G.S.R 115 (E), dated the 19" February, 2015 issued by
Department of Financial Services and regulations issued by Insurance Regulatory and Development
Authority of India from time to time.”

(v) In the principal rules, in Schedule II, for the entries in clause (iii) of sub-paragraph (a) of paragraph 1, the
following entries shall be substituted, namely:-

“The FPIs investing in breach of the prescribed limit shall have the option of divesting their holdings within

five trading days from the date of settlement of the trades causing the breach. In case the FPI chooses not to
divest, then the entire investment in the company by such FPI and its investor group shall be considered as
investment under Foreign Direct Investment (FDI) and the FPI and its investor group shall not make further
portfolio investment in the company concerned. The FPI, through its designated custodian, shall bring the same
to the notice of the depositories as well as the concerned company for effecting necessary changes in their
records, within -seven trading days from the date of settlement of the trades causing the breach. The divestment
of holdings by the FPI and the reclassification of FPI investment as FDI shall be subject to further conditions, if
any, specified by Securities and Exchange Board of India and the Reserve Bank in this regard. The breach of
the said aggregate or sectoral limit on account of such acquisition for the period between the acquisition and
sale or conversion to FDI within the prescribed time, shall not be reckoned as a contravention under these
rules.”.

[F. No. 01/05/EM/2019]
ANAND MOHAN BAJAJ, Jt. Secy.

Note: The principal rules were published in the Gazette of India, Extraordinary, Part II, Section 3, Sub-section
(ii), vide number S.0.3732 (E), dated the 17th October, 2019 and subsequently amended vide numbers S.O.
4355 (E), dated the 5th December 2019 and S.O. 1278 (E), dated the 22nd April, 2020.
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