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FOREWORD
Deal activity in India picked up pace in Q1 of 2015 and the
renewed interest of many foreign companies in India as an
investment destination and the slew of the deals announced
in the past quarter indicates sustained momentum in M&A
activity through 2015.
Some of the big ticket deal announcement which took
center stage in Q1, 2015 were Harman International’s
acquisition of Symphony Teleca for USD 780 mn, Alibaba’s
entry into Indian mcommerce space with proposed
investment of USD 575 mn in Paytm and sale of German
subsidiary of Suzlon Energy for Euro 1 bn.

Content
M&A Trends……………………………… 3
Regulatory highlights………………… 5
Tax highlights…………………………… 7
Key Budget Proposal …….......………… 8

The Union Budget 2015 was presented by the Finance Minister, Mr. Arun Jaitely on 28 February 2015. In the
backdrop of lower inflation, stable currency and lower current account deficit the Government outlined its vision
for the next 4 years across infrastructure investments, tax reforms for corporates and investments and renewed
push towards ‘Make in India’ . Overall a positive budget with a clear focus on increased outlay on infrastructure
investment specifically roads and railways.
With respect to direct taxes, rates remained unchanged while surcharge was increased by 2% in lieu of
abolishing the Wealth Tax Act. The Finance Minister also spelt out the Governments proposal for reducing
corporate tax rate to 25% over the next 4 years, however, these would be accompanied by removal of
incentives/exemption provisions. The overall impact on the effective tax rate would hence need to be seen.
Several welcome amendments like deferring GAAR introduction, providing clarity on the taxation of indirect
transfer of assets, rationalization of capital gains tax for sponsors of Business Trusts and reduction in rate of
royalty from 25% to 10% were announced.
On the indirect tax front, The Government reaffirmed its commitment to introduce Goods and Services tax by
next financial year . Service tax rate was increased from 12.36% to 14%. Domestic manufacturing for a few
sector was incentivised by correcting inverted duty structure.
Our newsletter aims to captures the key M&A trends of the Q1 of 2015 and the major tax & regulatory
developments of the quarter including the major Budget proposals announced by the Government.
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M&A Trends
The deal market in India in Q1 2015 remained high riding on announcement of several big deals by companies.
Industry sentiment remained high and this strong outlook is expected to continue since the perception of India as
an investment destination has undergone a dramatic change over the past months.
Inbound deals for the first two months were reported at USD 3.4bn each (118 deals in January and 113 deals in
February) with an increase of 12% and 36% in terms of value compared to corresponding periods last year.
Inbound deals, recording an upward trend, was led by the pharmaceutical deal of US based Mylan Inc. agreement
to pay USD 850 mn to acquire women healthcare businesses of Famy Care Ltd. Sector-wise, IT & ITeS drove the
M&A deal activity in terms of volumes with e-commerce continuing to play a key role within the sector. Major ecommerce players like snapdeal, zomato continued to expand their presence internationally. Alibaba marked its
entrance into the Indian m-commerce space with its investment in Paytm.
The deal value of outbound transactions was reported at USD 278 mn as opposed to USD 122 mn last year for the
same period.
Investments by PE firms in the first quarter of 2015 witnessed a 20% increase over the corresponding period last
year aggregating USD 2.6 bn across 124 deals (excluding real estate) posing a 20% increase over the same period
last year. A few big ticket deals were Equis Funds Group’s reported investment of USD 116 mn in a real estate
project of Banglaore based Assetz Property Group, on-line recharge company Freecharge.in raised USD 80 mn
from Tybourne Capital, Valiant Capital, Sequoia Capital, Sofina and Ru-net.
Few Deals of Q1 - 2015
Harman International is acquiring Bangalore based Symphony Teleca, a global software services company for a base
purchase price of USD 780 mn
Sun Pharmaceutical’s founder Dilip Shanghvi has picked up stake of 23% in Suzlon Energy for an equity investment of
USD 300 mn
Bangalore based Ujjivan financial received close to USD 100 mn funding from UK’s CDC, CX Partners and Newquest –
single largest funding deal/investment in India’s microfinance sector
India’s largest wind energy solutions provider Suzlon Energy announced sale of its German subsidiary Senvion for a
reported Euro 1 bn to US based equity fund Centerbridge Partners
Star India announced the acquisition of the biggest Telugu entertainment network MAA Televsion Network Limited for a
reported amount of over USD 330 mn
Mahindra & Mahindra to acquire Pipavav Defence and Offshore Engineering for USD 500 mn for a majority stake
Alibaba Group Holdings Ltd and its financial services affiliate Temasek Holdings announced investment plans of USD 575
mn in One97 Communications Ltd’s Paytm
Singapore’s Sembcorp announced it will buy 60% in IDFC backed Green Infra for over USD 100 mn
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Few M&A Deals

Engineering

Amtek Auto Ltd acquired Germany-based forgings maker and specialty steel trader Scholz
Edelstahl GmbH for an undisclosed amount.

Healthcare

UK’s CDC Group invested US$ 48 mn in Narayana Hrudalaya Hospitals for a minority stake in the
hospital chain.

FMCG

E-commerce

ITC Ltd signed an agreement with Johnson & Johnson to buy trademarks for its wound care product
Savlon and talcum powder Shower To Shower for an undisclosed sum.

Snapdeal has acquired stake in product comparison site smartprix.com, designer apparel
exclusively.com as well as a 20% stake in logistics firm GoJavas for around US$ 19.3 mn.

Ecommerce/tech
nology

Mumbai-based Olacabs.com acquired rival TaxiForSure for US$ 200 mn in a cash and stock deal.

Media &
Entertainment

Times Group, which owns Radio Mirchi, bought TV Today Network’s Oye FM and its seven radio
stations for an undisclosed amount.

Healthcare

Media &
Entertainment

Apollo Hospitals acquired Nova Specialty hospitals, the short-stay surgical centres of Nova Medical
Centres Pvt Ltd for US$ 24 million.

Videocon D2H agreed to sell over 33.5% stake to Silver Eagle Acquisition Corp for up to US$ 375
mn.
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Key Regulatory Highlights
FEMA – Key Updates
 Liberalization of ODI: With a view to granting
more flexibility to Indian Parties certain
regulations have been liberalized by the RBI:
-

Creation of charge on shares of the JV/WOS/SDS
of an Indian party in favour of domestic or
overseas lender for securing the funded and/or
non funded facility to be permitted by the AD
banker under automatic route subject to
prescribed conditions;
- Creation of charge on domestic assets in favour of
overseas lender to the JV/WOS/SDS is now
permitted under the automatic route by the AD
banker subject to prescribed conditions
- Creation of charge on overseas assets of
JV/WOS/SDS of an Indian party in favour of
domestic lender now permitted under the
automatic route by the AD banker subject to
prescribed conditions
 FDI for manufacturing of medical devices: RBI
has notified that FDI up to 100% under automatic
route is permitted for manufacturing of medical
devices. Previously, FDI in medical device
segment was subject to the same treatment as
pharmaceutical sector where FIPB approval for
FDI is required.
 Acquisition of immovable property in India by
certain foreign citizens: It has now been
provided that, except for lease up to 5 years,
prior permission of RBI is required for acquisition
or transfer of an immovable property in India by
the citizens of Macau & Hong Kong – since these
are special administrative divisions of China –
which is included in the list of countries
prohibited to acquire immovable property.
 Increase in LRS limit – In the sixth bi-monthly
monetary policy review, it has been decided to
enhance the LRS limit from US$ 125,000 to US$
250,000 per person per financial year. Further,
for ease of transactions, all facilities for release of
exchange/remittances for current account
transactions available to resident individuals.

shall be subsumed under this limit. No official
notification by RBI released as yet.
 FDI reporting under e-Biz platform: In order to
promote the ease of reporting transactions under
FDI, RBI has enabled the on-line filing of Advance
Remittance/Reporting Form (ARF) and FC-GPR on
the e-Biz platform of the Government of India with
effect from 19 February 2015.
 Requirement of Form A-1 for import payments
dispensed: With the view to liberalize & simplify
procedure for import payments exceeding US$
5,000 RBI has dispensed with the requirement of
furnishing Form A-1 to the AD Banks. However, the
AD Banks shall obtain all requisite details & satisfy
themselves about the bonafides of transactions
prior to effecting remittance
 Simplification of ECB procedure: with the view to
simplify
the
existing
procedure
of
rescheduling/restructuring of ECBs, RBI has
delegated the powers to the designated AD bank
subject to prescribed conditions to allow:
- Changes in the drawdown and repayment
schedules of the ECBs including changes
associated with average maturity period and/or
changes in all-in-cost;
- Reduction in the amount of ECB
- Increase in all-in-cost of ECB
 Employee of foreign company deputed to Group
company in India can hold a foreign currency
account and receive salary outside India:
The notification permitting receipt of entire salary
into overseas bank account has now been extended
to a person deputed to India to a group
company/LLP.
The
Regulations
previously
permitted resident foreign citizen employed with a
foreign company or an Indian citizen employed
with a foreign company outside India and on
deputation to an office/branch/subsidiary/joint
venture to receive the salary outside India.
Further a resident foreign citizen employed directly
by an Indian LLP can now remit the whole salary
received in India into their bank accounts
maintained outside India.
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Key Regulatory Highlights
Companies Act 2013 key updates
 Amendment to Companies (Cost Records and
Audit) Rule 2014 – Certain amendments have
been made to the criteria for applicability of cost
records, cost audit, format of the cost audit report.
 Amendments in Companies (Share Capital &
Debenture) Rules, 2014 – Several amendments
have been introduced by the MCA such as:
- Company Secretary appointed under the
provisions of the Companies Law shall no
longer be considered as deemed to be
authorized to issue share certificate;
- Listed companies are now permitted to issue
duplicate share certificate within 45 days
instead of 15 days from date of submission of
complete documents
- Employees of associate company no longer
covered in the definition of employees for the
purpose of ESOS;

Further it has also been provided that a company
which has all of its subsidiaries incorporated
outside India shall also be exempted from
preparation of CFS only for FY 2014-15.
 Change in rules for voting through electronic
means – The MCA has specified certain
amendments /reforms in e-voting facility such as
introduction of concept of e-voting, extension in
e-voting period and cut-off date for determining
the member who would be eligible to vote

 Companies (CSR Policy) Amendment Rules,
2015 – The scope of establishing a section 8
company specifically to carry out CSR activities
has been widened. Earlier, such section 8
company could only be established by the
company itself or its holding / subsidiary /
associate company. Now, such company can also
be established in collaboration with any other
company or such other company’s holding /
subsidiary / associate company.

 Applicability of Ind-AS –MCA has notified the
roadmap for adoption of the IFRS converged
Indian
Accounting
Standards
(Ind-AS)
summarized below:
 Voluntary for FY 2015-16
 Mandatory from FY 2016-17 for companies
whose equity or debt securities are listed or in
process of being listed in India or outside
India and having net worth of INR 500 cr or
more, unlisted companies having net worth of
INR 500 cr or more, holding, subsidiary, JV &
associate companies of such companies
 Mandatory from FY 2017-18 for all listed
companies having a net worth of less than
500 crores, unlisted companies having net
worth of INR 250 cr or more but less than INR
500 cr; holding, subsidiary, JV & associate
companies of such companies

 Amounts received by private companies from
their members, directors or relatives before 1st
Apr, 2014 –It has now been clarified that such
amounts shall not be treated as deposits.
However, appropriate disclosures shall be
required to be made.

 Constitution of High Level Committee for
improved monitoring and implementation of
CSR policies – A high level committee has been
constituted to suggest measures for monitoring
the progress of implementation of CSR policies by
companies and the Government.

 Consolidation of Financial Statements –
Amendments have been introduced in the
prescribed rules with a view to exempt following
companies from preparation of consolidated
financial statements:
- An intermediate WOS, other than a WOS
whose immediate parent company is
incorporated outside India;
- a company not having any subsidiary but
having only associate companies and / or JVs applicable for FY 2014-15 only
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Key Tax Highlights
 Statements to be furnished on behalf of
business trusts notified – A person responsible
for making payments on behalf of REITs & InvITs
to the unit holders was required to furnish a
statement to the unit holder and the prescribed
authority. These statements have now been
notified
 Deadline for filing of APA rollback applications
extended: The CBDT had issued guidelines
whereby the deadline for filing rollback
applications for all APAs that were filed or agreed
prior to 1 January 2015 or to be filed by 31 March
2015 was prescribed as 31 March 2015. The
deadline has now been extended to 30 June 2015.
Under the rollback provision, an APA entered into
for future transactions might also be applied to
international transactions undertaken in the
previous four years.
 New law dealing with black money introduced :
In the Union Budget 2015, the Finance Minister
announced the decision to enact a comprehensive
new law to deal with undisclosed money held
abroad. In pursuance of the announcement, the
Undisclosed Foreign Income and Assets
(Imposition of Tax) Bill, 2015 was introduced in
Parliament on 20 March 2015. As per the
provisions of the bill, such income shall no longer
be taxed under the Income-tax Act but under the
new law.

 Dividend declared and paid by a foreign
company outside India clarified to be not
taxable under indirect transfer provisions :
CBDT has clarified that the dividends declared
and paid by a foreign company outside India in
respect of shares which derive their value
substantially from assets situated in India would
not be deemed to be income accruing or arising in
India as contemplated under the indirect transfer
provisions under the domestic tax laws.

 Clarification on no interest on self assessment
tax paid before due date of filing ITR –Following
Supreme Court decision, the CBDT has clarified
that no interest under Section 234A shall be
charged on self –assessment tax paid by the
taxpayer before the due date of filing the return of
income. Since self -assessment tax was not
mentioned as a component of tax to be reduced
from the amount on which interest under Section
234A is chargeable, the Assessing Officers were
earlier levying interest on the self-assessment tax
even where it was paid before due date of filing.
 Social Security Agreement with Norway
becomes effective – The EPFO has issued a
circular notifying SSA between India and Norway
effective from 1 January 2015.
 OCI and PIO schemes merged – Under the new
scheme, no further PIO cards shall be issued. All
existing PIO card holders will be deemed to be
OCI card holders w.e.f 9 January 2015 and enjoy
the same benefits as that of the OCI card holders
viz., lifelong visa and exemption from police
registration. Individuals who were earlier eligible
only for a PIO card may now be eligible for an OCI
card.
 Acceptance of Order of High Court of Bombay in
Vodafone Case – The Bombay HC held that
premium on share issue was a capital account
transaction not giving rise to income – hence, not
liable to TP adjustment. The Revenue Authorities
have decided to accept and not appeal against the
HC order. Further, the decision to apply the ratio
in other similar cases has been taken as part of
the Government’s move to provide certainty to
foreign investors.
 Union Budget 2015 – The Union Budget 2015
was presented by the Finance Minister on 28
February 2015. Some of the key budget proposals
are summarized in the ensuing slides.

 Sukanya Samriddhi Scheme – The Government
has notified this scheme as being an eligible
investment for deduction u/s 80C. Further, this
scheme has been provided EEE status.
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Budget Proposals – Impacting M&A


Proposal for lower corporate tax rates in future
Government has committed to reduce corporate tax rate from current 30% (in case of domestic
companies) to 25% in the next four years. This would however be accompanied by withdrawals of
exemptions & incentives in a phased manner.



Increase in surcharge
Surcharge in case of domestic companies increased by 2% - now levied at 7% ( if total income exceeds
INR 10 million but does not exceed INR 100 million); 12% (if the total income exceeds INR 100
million); 12% on additional income tax payable by companies on distribution of dividends and buy
back of shares



Deferral of GAAR
Applicability of GAAR deferred by 2 years – now applicable to investments on or after 1 April 2017



Tax Pass through status extended to AIFs category II and LLPs and body corporate
Under the extant AIF regulations, three categories of investors are defined: Category I (funds which
invest in start-up/early stage ventures/social ventures/SMEs); Category II (funds including private
equity funds or debt funds which do not fall in Category I and Category III); Category III (employ
diverse or complex trading strategies and employ leverage through investment in listed or unlisted
derivatives. Under the extant tax laws, pass through status was granted to only Category I funds. The
Budget has now extended the pass through status to Category II funds as well.
Further, the reference to AIF previously included funds set-up as a company or trust. This reference
has now also been expanded to funds set -up as a LLP and body corporate.



Clarity on indirect transfer provisions
Finance Act, 2012 had introduced retrospective provisions taxing indirect transfer of shares of
offshore companies deriving their value substantially from assets located in India. To introduce clarity
in these provisions amendments have been proposed including :



-

Share of foreign company deemed to derive its value substantially from Indian assets if on
specified date, the value of such Indian assets exceed INR 100 mn and it represents at least 50% of
value of all assets owned by the foreign company

-

Value of assets to be its FMV (without reducing the corresponding liabilities) and capital gains to
be taxed on proportional basis as per prescribed methods

-

Reporting obligation casted on the Indian concern through or in which the Indian assets are held
and non-compliance to attract penalty

Clarification on capital gains in case of demerger
It has now been expressly clarified that in case of domestic demergers, the cost of capital assets
transferred to the resulting company should be the cost of such assets to the demerged company. The
period of holding of such assets for categorization as short-term and long-term shall include the
period of holding by the demerged company



CBDT empowered to notify rules for giving foreign tax credit
The tax laws do not provide the manner for granting credit of taxes paid in any country outside India
with which India does not have a DTAA. CBDT has accordingly been empowered to prescribe rules in
this behalf.
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Budget Proposals – Impacting M&A



Rationalization of MAT provisions
MAT calculation for AOP members: Presently, share in income of the AOP received by its members are
exempt in the hands of the member. However, a company, being a member of an AOP was still
required to pay MAT on its share of income due to the calculation mechanism of book profit. It has
now been provided that the share of member of an AOP on which no income tax is payable shall be
excluded while calculating book profit for MAT calculation.
MAT on income of FII: Finance Act, 2014 had clarified that income arising to FII from transactions in
securities shall be treated as capital gains. It has been further clarified that MAT provisions shall be
applicable to only short term capital gains arising on transactions on which STT is not chargeable. All
other capital gains are exempt from MAT in the hands of FII.



Residential status of Companies
As per the extant tax provisions, a foreign company is deemed to be resident in India if its ‘control and
management’ is situated wholly in India. This is now being replaced with the concept of ‘place of
effective management’ (‘POEM’) in line with DTAAs to provide that a foreign company having POEM at
any time in India shall be considered as resident company.



Sun-set clause for concessional tax rate on interest to FIIs/QFIs extended

Concessional rate of 5% tax on interest payment to FIIs and QFIs on their investments in government
securities and rupee denominated corporate bonds extended from 1st June 2015 till 30th June 2017.


Presence of offshore fund manager in India not to constitute PE/Business Connection
The budget has clarified the taxability of income of foreign funds whose fund manager is located in
India. Fund management activity undertaken through an ‘eligible fund manager’ shall not constitute a
business connection of the eligible fund in India. The criteria for eligibility of the investment fund and
the eligible fund manager have been detailed.



100% depreciation even for assets put to use less than 180 days for manufacturing and power
sectors

With a view to incentivize power and manufacturing sectors for investing in new plant and machinery
the restriction under extant tax provisions for availing 100% depreciation benefit only for assets
purchased and put to use for more than 180 days has been done away with for these sectors.
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Budget Proposals – Miscellaneous



Taxation Regime for Business Trusts
Finance (No. 2) Act, 2014 introduced special taxation regime for business trusts (REITs & InvITs). The
Budget has now proposed that the sponsors of the business trust shall be eligible for concessional STT
based taxation regime on par with other investors at the time of offloading their units under an IPO
listing or sale thereafter.
Further, pass through status has been granted to rental income arising to REIT from real estate
property directly held by it. Such income shall be taxable in the hands of unit holders and REITs shall
be required to deduct TDS while distributing such income.



Transfer pricing – increase in threshold limit of specified domestic transactions
To address compliance cost in case of small businesses on account of lower threshold of INR 50 mn,
threshold for applicability of Domestic TP provisions increased to INR 200 mn.



Rate of income tax on royalty & FTS payable to non-residents
The current rate of royalty and FTS payable to non-residents not effectively connected to a PE of the
non-resident in India is taxable @ 25% on gross basis. The Budget has proposed to reduce this rate to
10% on gross basis



Abolition of Wealth Tax
Due to disproportionate compliance burden on assessees and low collections, wealth tax is being
abolished w.e.f. AY 2016-17. Instead, a surcharge @ 2% shall be levied on assessee having total
income exceeding INR 10 mn.
Further, assessees shall be required to furnish in the ITR information relating to assets currently
being furnished through wealth tax return.



Declaration for payment to non-residents to be furnished
Effective 1 June 2015 persons responsible for paying any sum to a non-resident to furnish relevant
declaration and information in prescribed form irrespective of whether such sum is chargeable to tax
or not. Any non-compliance or incorrect furnishing of information shall attract penalty of INR 0.1 mn.



Hike in Service Tax Rate
As a step towards introduction of GST, service tax rate has been increased from 12.36% to 14%.
Further, education cess, currently levied @ 2% on service tax and SHEC, levied @ 1% on service tax
are being subsumed under the increased rate.



Measures to curb black money
Prohibition has been imposed on acceptance or re-payment of an advance of INR 20,000 or more
otherwise than by account payee cheque, account payee bank draft or by electronic clearing system
for purchase of immovable property. The amendment is to be effective from 1 June 2015.
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Glossary

Abbreviation

Description

Abbreviation

AAR

Authority for Advance Rulings

AD

Authorized Dealer

AIR

Annual Information Return

Ind-As

Indian Accounting Standards

AIF

Alternate Investment Fund

InvIT

Infrastructure Investment Trusts

AOP

Association of Persons

APA

Advance Pricing Agreement

LRS

Liberalized Remittance Scheme

CBDT

Central Board of Direct Taxes

MCA

Ministry of Corporate Affairs

CBEC

Central Board of Excise and
Customs

PE

Permanent Establishment

CFS

Consolidated Financial
Statements

RBI

Reserve Bank of India

CSR

Corporate Social Responsibility

REIT

Real Estate Investment Trust

ECB

External Commercial Borrowing

RBI

Reserve Bank of India

FCB

Foreign Currency Bonds

SEBI

Securities and Exchange Board of
India

FCCB

Foreign Currency Convertible
Bonds

WOS

Wholly owned Subsidiary

FDI
FEMA

GAAR

Description

GST

JV

General Anti Avoidance Rules
Goods and Services Tax

Joint Venture

Foreign Direct Investment
Foreign Exchange Management
Act
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