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“OPTIONS” - A NEW WINDOW FOR FDI?

Foreign direct Investment (“FDI”) in India is currently specifically permitted in the form of equity, compulsorily
convertible preference shares and debentures, and warrants. Recently, a proposal was put before the Foreign
Investment Promotion Board (“FIPB”) by M/s. GSR Sugars Private Limited for granting approval for issuance of
options convertible to equity shares at a later date. While the Department of Industrial Policy and Promotion (“DIPP”)
has responded positively to the proposal, the FIPB is yet to disclose its verdict. In terms of a recent news report, the
Ministry of Corporate Affairs is also exploring the option of making an amendment to the Companies Act, 1956 to
treat options at par with warrants. Corresponding changes will also need to be made to the Foreign Exchange
Management Act, 1999 and the regulations thereunder.

Whatis an Option? An option gives the holder of the option the right, though not the obligation, to buy (call) a stake in
a company at a pre-determined price, within a certain period or on a specific date.

The regulators have in the past expressed concerns in allowing an instrument like an ‘option” which would give the
flexibility to the foreign investor to fix the price much before the actual acquisition of the stake and also with added
liberty that the foreign investor may not actually exercise the right. However, if FIPB does give its approval, the move
of the government would be in line with the need of the hour and would give both the domestic investee companies
as well as the foreign investors an added option!

- Mansi Seth & Chittaranjan Datar
You can direct your queries or comments to the authors

DISCLAIMER

The contents of this hotline should not be construed as legal opinion. View detailed disclaimer.

This Hotline provides general information existing at the time of
preparation. The Hotline is intended as a news update and

This is not a Spam mail. You have received this mail because you
have either requested for it or someone must have suggested your
Nishith Desai Associates neither assumes nor accepts any name. Since India has no anti-spamming law, we refer to the US
responsibility for any loss arising to any person acting or directive, which states that a mail cannot be considered Spam if it
refraining from acting as a result of any material contained in this  contains the sender's contact information, which this mail does. In
Hotline. It is recommended that professional advice be taken case this mail doesn't concemn you, please unsubscribe from mailing
based on the specific facts and circumstances. This Hotline does list.

not substitute the need to refer to the original pronouncements.

MUMBAI BKC NEW DELHI MUNICH NEW YORK

Research Papers

M&A In The Indian Technology
Sector

February 19, 2025

Unlocking Capital

February 11, 2025

Fintech
January 28, 2025

Research Articles

Re-Evaluating Press Note 3 Of 2020:
Should India’s Land Borders Still
Define Foreign Investment
Boundaries?

February 04, 2025

INDIA 2025: The Emerging
Powerhouse for Private Equity and
M&A Deals

January 15, 2025

Key changes to Model Concession
Agreements in the Road Sector
January 03, 2025

Audio '

Securities Market Regulator’s
Continued Quest Against
“Unfiltered” FAinancial Advice
December 18, 2024

Digital Lending - Part 1 - What's New
with NBFC P2Ps
November 19, 2024

Renewable Roadmap: Budget 2024
and Beyond - Part |
August 26, 2024

NDA Connect

Connect with us at events,
conferences and seminars.

NDA Hotline

Click here to view Hotline archives.

Video =«

Arbitration Amendment Bill 2024: A
Few Suggestions | Legally Speaking
With Tarun Nangia | NewsX

February 12, 2025


mailto:mansi@nishithdesai.com
mailto:chittaranjan@nishithdesai.com
/fileadmin/user_upload/pdfs/Research_Papers/M&A-In-The-Indian-Technology-Sector.pdf
/fileadmin/user_upload/pdfs/Research_Papers/Unlocking-Capital.pdf
/fileadmin/user_upload/pdfs/Research_Papers/India-s-Flourishing-Fintech-Flambeau.pdf
https://www.nishithradio.com/Podcast.aspx?id=126&title=Securities_Market_Regulator%E2%80%99s_Continued_Quest_Against_%E2%80%9CUnfiltered%E2%80%9D_Financial_Advice
https://www.nishithradio.com/Podcast.aspx?id=123&title=Digital_Lending_-_Part_1_-_What%27s_New_with_NBFC_P2Ps
https://www.nishithradio.com/Podcast.aspx?id=119&title=Renewable_Roadmap:_Budget_2024_and_Beyond_-_Part_I
/Event/1.html?EventType=Upcoming
/Event/1.html?EventType=Upcoming
SectionCategory/33/Research-and-Articles/12/0/NDAHotline/1.html
https://www.nishith.tv/videos/arbitration-amendment-bill-2024-a-few-suggestions-legally-speaking-with-tarun-nangia-newsx/

What India’s Transition to New Data
Protection Law Means for Global
Businesses

January 23, 2025

India 2025: The Emerging
Powerhouse for Private Equity and
M&A Deals

January 16, 2025


https://www.nishith.tv/videos/webinar-what-indias-transition-to-new-data-protection-law-means-for-global-businesses-january-23-2025/
https://www.nishith.tv/videos/webinar-india-2025-the-emerging-powerhouse-for-private-equity-and-ma-deals/

	Corpsec Hotline
	Research Papers
	“OPTIONS” - A NEW WINDOW FOR FDI?

	Research Articles
	DISCLAIMER

	Audio
	NDA Connect
	NDA Hotline
	Video

