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FOREWORD

Deal activity on a global level saw a record high (of USD
1.33 trn) since 2007 for the Q2 of 2015. This was largely
driven by several mega deals which were clinched during
the quarter – key amongst them being – Royal Dutch Shell
Plc’s USD 70 bn acquisition of British rival BG Group Plc,
Charter Communications Inc.’s USD 78.7bn merger with
Time Warner Cable Inc and Chip maker Avago
Technologies Ltd.’s acquisition of Broadcom Corporation
for USD 37 bn.
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more subdued during Q2 vis-à-vis its performance in Q1 of
2015. However, the sentiment as regards India’s M&A
landscape for 2015 remains buoyant. In the PE and VC
space the momentum was high with reports of funding from venture capital (USD 2.46 bn) in just H1 of 2015
already crossed the total funding from VC in 2014. On the regulatory front, during the quarter, the consolidated
FDI Policy for 2015 was released. Several changes witnessed include increase in FDI limit in pension sector to
49%, doubling of the Liberalized Remittance Scheme to USD 250K along with other initiatives for liberalization
and simplification of procedures for facilitating foreign funds and investment.
Amendments were also made to the recently enacted Companies Law in alignment with the Government’s
commitment to ease doing business in India – these included – announcement of exemptions to private
companies, non-profit companies, Government companies and chit funds from certain onerous procedural
formalities, subsuming the previously required multiple steps for incorporation of a company into an integrated
form with a view to reduce the time taken for formation of a company in India. The growing spurt of start-ups in
India saw SEBI announce simplification measures for IPOs by such start-ups with a view to facilitate funding and
capital for their growth and expansion. Secretarial standards issued by the applicable Authority governing the
conduct of Board Meetings and Annual General Meetings became effective from 1st July, 2015.

In the Direct Taxes sphere, the raging debate on controversial MAT demands raised by the Indian Revenue
Authorities on foreign companies particularly the FIIs continued. To address the same, the Finance Minister
announced the formation of a Committee for resolution of the matter. To ease foreign investors concern, existing
demands as well as new demands were put on hold till the Report of the Committee was received. Simplified ITR
forms were also issued.
The rate of service tax was increased to 14% effective 1st June, 2015 from erstwhile 12.36%. The Foreign Trade
Policy for 2015-20 was also issued by the Government simplifying various export incentive schemes for
manufacturers and service providers.
This newsletter aims to captures the key M&A of Q2 of 2015 as well as the major tax & regulatory developments
of this quarter. We hope you find the same an interesting read.

GM Corporate Solutions

© GM Corporate Solutions. All rights reserved

2

M&A Trends

The M&A deal activity in Q2 kick-started with 60 deals aggregating a value of USD1.97 bn in April 2015. The
major boost was from inbound deals vis-a-vis domestic deals. The first month of Q2 also witnessed 7 outbound
deals.
May 2015 on the other hand reported M&A deals worth USD2 bn through 47 transactions. Deals during this
month were largely driven by retail and consumer sector which witnessed consolidation and internal
restructuring – key being - Aditya Birla Group’s acquisition of Aditya Birla Fashion and retail for USD 853mn
and Future Group’s retail’s acquisition of Bharti Retail for USD121 mn.

The outlook for 2015 for the Indian M&A landscape remains positive with many predicting a 71% increase in
the total value of completed M&A deals in 2015 vis-a -vis 2014.

Few M&A deals of Q2 - 2015
Japan’s Mitsui Sumitomo Insurance Company acquired 26% stake in Max New York Life Insurance for USD 530 million
marking the exit of USA’s New York Life Insurance Co. from the JV.
Snapdeal acquired Freecharge, which provides recharge platform for paying utility bills, for around USD 400 million
making it the biggest acquisition in internet business in India so far
SunEdison Inc has signed an agreement with Continuum Wind Energy Ltd to acquire it along with its India assets. This is
the biggest acquisition deal in the renewable energy space in India till date.

Vedanta Resources Plc is merging its cash rich oil unit Cairn India Ltd with its flagship but debt-laden Indian arm Vedanta
Ltd.
India based Strides Acrolabs acquired Aspen Pharmacare’s generic drug business in Australia for USD 300 mn
India Hospitality Group acquired Adelie Food Holdings for USD 350mn
Roquette Freres acquired 60% stake in Riddhi Siddhi Gluco Biols for USD 190 mn
Aditya Birla Nuvo acquired a 44% stake in Kishore Biyani promoted Future Group’s Pantaloon format business for USD
160 mn
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Key PE Investments

Pharmaceuticals

Technology

Finance

Singapore Govt. owned investment firm Temasek has invested USD 151 million in Glenmark
Pharmaceuticals Ltd making it the third largest PE deal ever in Indian pharma sector
Ola (formerly Olacabs) raised USD 400 million in Series E funding round led by DST Global with
participation from GIC, Falcon Edge Capital and existing investors
Apax Partners LLP has acquired a 20.37% stake in Shriram City Union Finance Ltd through a
secondary deal, marking an exit for TPG Capital. The deal value is pegged around USD 377 mn

Consumer

Avantha Group has agreed to sell its entire 34.3% stake in consumer products business of
engineering firm Crompton Greaves to an SPV of PE firms Temasek and Advent for USD 316 million

Real-estate

Chennai-based real estate developer VGN has raised USD 107 million from December to February
from Piramal Capital and Edelweiss Financial Services through NCDs

E-commerce

Grofers , PepperTap and Zopnow – online & mobile grocery providers received USD 35 mn, USD 10
mn and USD 10 mn respectively. Some of the notable investors are Tiger Global, Sequoia Capital,
Accel Partner and Qualcomm Ventures.

Infrastructure

The Carlyle Group has committed upto USD 500 mn to Magna Energy Ltd making it the single
largest PE funding transaction in the Indian oil & gas field sector

Transportation

Warburg Pincus has committed to invest over USD 133 mn in Delhi-based e-commerce focused
logistics solutions provider Ecom Express Pvt Ltd. Earlier, Delhivery also raised USD 85 mn in its
Series D funding from Tigerl Global, Multiples Alternate Asset Management, Nexus Venture
Partners & Times Internet.

Pharmaceuticals

Capital International is buying Chryscap’s stake in Mankind Pharma. Chryscap had originally
invested USD 21 mn about 7 years ago and its exit from Mankind is pegged to be about USD 200 mn

Real-estate

SPREP Pte Ltd, a JV between Canada Pension Plan Investment Board & Shapoorji Pallonji Group has
acquired Faery Esates Pvt Ltd, the company behind SP Infocity IT Park in Chennai, for USD 220 mn

Real-estate

Blackstone Capital has acquired Mumbai commercial asset 247 Park, a 1.8 mn sq ft completed and
leased out office space for an enterprise value of USD 165.7 mn

Technology

Foodpanda, a global mobile food delivery marketplace raised USD 100 million in funding led by
Goldman Sachs along with participation from existing investors. The funds will be used for
expansion of operations and strengthening last mile delivery in emerging markets like India
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Key Regulatory Highlights
FEMA & FDI – Key Updates
 FDI in pension sector: Following the increase in
FDI cap in insurance sector, the FDI limit in
pension sector has also been increased by the
Government to 49% [up to 26% under automatic
route, beyond which Government route shall be
applicable]. The increase is subject to fulfillment
of prescribed conditions and has been made
effective from 24th April.
 Extension of validity of Industrial Licenses for
Defense Sector: As per extant policy, initial
validity of industrial license issued for defense
sectors is three years, extendable up to seven
years. In view of long gestation period of defense
contracts and to further promote ease of doing
business, the initial validity period has been
revised to seven years, extendable up to three
years.
 Ease in operation of FCNR Bank Accounts –For
closure of FCNR accounts and subsequent
remittance of funds, AD Banks have been
insisting on submission of A2 form and physical
presence of account holder. RBI has now clarified
that A2 form is not applicable while remitting
FCNR funds. Further, AD Banks are instructed to
devise alternative electronic methods instead of
physical presence of account holder for easing the
procedure.

 Consolidated FDI Policy Circular: DIPP issued the
consolidated FDI policy circular for 2015 on 12th
May. Key changes in the new policy (in addition to
those covered in our previous newsletters) are:
- No Government approval required for transfer of
shares in investee company from one non-resident
to another in sectors which are under automatic
route;
- In case of an NR investor (including NRI) acquiring
shares on stock exchange under FDI scheme, the
investee would require to file FC-TRS with AD bank;
- FIPB approval is not required for acquisition of
shares in case of M&As taking place in sectors
covered under automatic route;
- FIPB would consider FDI proposals with total
foreign equity inflow of up to USD 20 bn (previously
USD 12 bn; this has been increased further in June
2015 to USD 30bn); proposals beyond that amount
shall be considered by the CCEA
- An Indian company issuing partly paid shares shall
furnish a report not later than 30 days from the date
of receipt of each call payment
 Requirement of Form SDF for export declarations
dispensed: With the view to liberalize the export
procedure, the existing requirement of declaring
export of goods/services in Form SDF has been
dispensed with in case of exports which take place
through EDI ports.

 ECB lending denominated in INR permitted:
Recognized non-resident ECB lenders are
permitted to extend loans in INR subject to the
lender mobilizing INR through a swap
undertaken with an AD Cat-I Bank in India.
 ECB scheme for Civil Aviation Sector & Low Cost
Affordable Housing projects extended –ECB for
the afore -stated sectors was permitted subject to
prescribed conditions till 31 March 2015. This
scheme has now been extended till 31 March
2016.
 Revision in Liberalized Remittance Scheme
(LRS): RBI has increased LRS limit from USD
125,000 to USD 250,000 per financial year for all
permissible capital and current account
transactions.
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Key Regulatory Highlights
Companies Act 2013 key updates
 Simplification of incorporation process Amendment to Companies (Incorporation)
Rules, 2014 –key changes introduced are stated
below:
- Introduction of optional integrated process of
incorporation through a prescribed single form
covering DIN allotment, name reservation,
incorporation application and appointment of
directors;
- Application for PAN & TAN has been provided in
the application for Incorporation itself;
- Self-attestation of signature & photograph of
promoters / directors instead of verification
thereof by Banker / Notary introduced;
 Clarification on transitional provisions for
Managerial Remuneration – The provisions of
previous company law permitted listed
companies and their subsidiaries to pay annual
remuneration exceeding INR 4.8 million in case of
nil or inadequate profits without approval of
Central Government subject to prescribed
conditions.
MCA has now clarified that such exemption shall
continue to exist under the new law for
managerial persons, appointed under those
provisions and whose tenure continues beyond
1st April, 2014.
 Constitution of Companies Law Committee –
MCA has constituted the Companies Law
Committee for the purpose of making
recommendations to the Government on issues
arising from the implementation of the
Companies Act, 2013 as well as to examine
recommendations
received
from
other
committees like Bankruptcy Law Reform
Committee, High Level Committee on CSR, the
Law Commission and other agencies.

 Companies Amendment Act, 2015 – Key changes
introduced by the Amendment Act are stated
below:
- Requirement of minimum paid-up share capital
has been dispensed with;
- Use of Common seal optional; Consequent
amendments also made to related rule for signing
of share certificates;
- Requirement for commencement of business
certificate omitted;
- Specified Board resolutions for which intimation
to the ROC was required under prescribed forms
shall not be available for public inspection
henceforth;
- No declaration of dividend unless carried over
previous losses and depreciation not provided in
previous year(s) are set off against the profits of
the current year;
- Specified companies for which passing of special
resolution for undertaking related party
transactions was mandatory can now undertake
such transactions by passing ordinary resolution
of members;
 Clarification on investment in Tax Free Bonds –
As per extant provisions, companies cannot give
loans at a rate of interest lower than prevailing
yield of Government Security closest to the tenure
of the loan.

Since a tax free bond gives a higher yield
compared to a taxable bond at similar rate of
interest, MCA has issued a clarification specifying
that where the effective yield on tax free bonds is
higher than the prevailing yield of the Government
security closest to the tenure of the loan, there
shall be no violation of the provisions of law. This
would assist in attracting investments into such
instruments while remaining in compliance with
the law.
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Key Regulatory Highlights
Companies Act 2013 key updates (contd.)
 Exemptions
to
Private
Companies
–
Government vide notification dated 5th June
exempted private companies from specific
provisions of the Companies Law. A few of these
exemptions are stated below:
- MOA & AOA may provide for different kinds of
share capital and different voting rights than
those mentioned in the law;
- Raising deposits from members were subject to
fulfillment of several prescribed conditions.
However, private companies can now raise
deposits from members up to 100% of paid up
capital + free reserves only by informing the ROC
of the details;
- Provisions about organizing and conduct of
general meetings can be altered by AOA;
- No intimation required to be given to ROC about
passing of Board Resolutions for exercising its
powers;
- Interested directors and interested members can
participate in the subject meetings and cast their
votes after due disclosure of their interests;
- Private company can provide loan to its directors
subject to prescribed conditions
 Exemption to Section 8 Companies –
Government vide notification dated 5th June
exempted Section 8 (not for profit) companies
from certain provisions of the Companies Law.
Key relaxations are as under:
- No minimum paid up capital required to be
maintained by such Companies;
- Exempted from the provisions of minimum and
maximum limits on the number of directors;
- Board may pass resolution for borrowing monies,
investing funds, granting loans, giving guarantees
and providing securities through circulation
instead of at a meeting;
- No disclosure of interest is required to be given
by a director / member if transaction with
reference to contract / arrangement does not
exceed INR 1 lakh

Other key updates
 Relaxation in IPO Norms – SEBI approved a slew
of measures for relaxation of IPO norms. Key
decisions are stated below:
- To provide impetus to technological start-ups to
raise funds through IPOs, such start-ups have
been allowed to list their securities on
institutional trading platform with various
relaxations related to disclosures and allocation
of funds raised. In view of the high risks involved,
minimum application size as well as trading lot
shall be INR 10 lakhs thus keeping out retail
investors.
- Effective 1 January 2016, listing time for shares
has been halved from 12 days to 6 days of the last
date of the IPO process. Also, IPO process shall be
made totally online in terms of submission of
bids. Companies with public shareholding worth
INR 1,000 crore (earlier INR 3,000 crore) can
raise funds through FPOs under fast-track mode.
 Strategic Debt Restructuring Scheme – RBI has
issued new norms for an SDR which gives lenders
right to convert their outstanding loans into a
majority equity stake if the borrower fails to meet
conditions stipulated under initial restructuring
scheme.
This scheme has been introduced by the RBI with
the perspective to provide greater leeway to the
banks who are facing the problem of mounting
bad debts/NPA
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Key Direct Tax Highlights
 Capital gains on extension of units of Mutual
Funds under Fixed Maturity Plans (FMPs) –
Prior to Finance Act, 2014, units of FMPs could be
classified as long term capital asset where the
holding period was more than 12 months.
Susbsequently, such units could be classified as
LTCA where they were held for more than thirtysix months. To enable FMPs to qualify as LTCA,
some AMCs administering Mutual Funds have
been offering optional roll-over of original
investment to extend their maturity date.

 Amendments to Finance Bill, 2015 – The
Finance Bill, 2015 presented on 28 February in
the Parliament received the assent of the
President of India on 14 May. Certain
amendments to the original Bill which were
introduced are mentioned below:

SEBI regulations in this regard state that in case
of roll over in accordance with its regulations, the
scheme remains the same and shall not constitute
a different scheme. Accordingly, CBDT has
clarified that no capital gains will arise at the time
of exercise of option of roll over but will arise
only on redemption or opting out of such scheme.

- Certain safe harbor eligibility criteria for
offshore funds have been exempted in case of
funds set up by Government or Central Bank or
a foreign state or sovereign fund or any other
notified fund;

 Online procedure for response to arrear
demand by taxpayer and correction of demand
by Assessing Officers (AO) – CBDT vide Circular
dated 14 May provided consolidated guidelines
and procedure for assessees to file online
response to arrear demand and for AO’s to
respond thereto under different scenarios.
 Income Tax (Fifth-Amendment) Rules, 2015 –
The Amendments made entail:
- PAN & TAN Application can be made for a
proposed company in Form INC-7 itself;
consequent to the amendment in Companies
Law
- Flexibility in submission of documentary proof
for Incorporation – a Company can either
submit Certificate of Registration issued by ROC
or state the CIN allotted by ROC

- POEM criterion for residential status of
Company has been relaxed – resident only if
POEM is in India during the whole year (instead
of ‘any time’ during the year)

- Filing of ITR has been mandatory for specified
assessees who beneficially owns or is
beneficiary of foreign assets or has signing
authority in any account located outside India;
- Additional depreciation and investment
allowance of 35% on new plant & machinery
available to industries set up in Andhra Pradesh
and Telangana have now been extended to Bihar
and West Bengal as well.
 MAT on Foreign Companies & FIIs –There has
been an on-going dispute foreign companies
particularly FIIs and the Indian Revenue
Authorities wherein the Revenue Department has
been issuing notices to the FIIs for levy of MAT on
capital gains accruing from sale on shares.
The Finance Minister announced the constitution
of a Committee to look into the issue of MAT on
FIIs. In pursuance of this announcement, the
Revenue Department has been advised that
pending the report of the Committee, no action
should be taken with respect to the recovery of
demand already raised and also to put on hold
the issue of fresh notices for reopening of cases
and completion of assessment unless the case is
getting barred by limitation.
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Key Direct Tax Highlights
 Extension of due date for filing ITR – In case of
assessees for whom due date of filing ITR is 31st
July, the due date for filing ITR for FY 2014-15 has
been extended to 31st August, 2015.
 ITR Forms for AY 2015-16 – New ITR forms were
notified for AY 2015-16 on 15 April. However, in
view of representations received from various
stakeholders, these forms were rolled back. The
revised ITR forms are now available. Key aspects
with respect to these are stated below:
- A new form has been introduced for individuals
/ HUFs who do not have capital gains, income
from business / profession or foreign asset /
income;
- Additional details to be furnished in ITRs –
passport number savings & current bank
account numbers with IFSC , Aadhaar number if
available;
- Details of foreign trips, dormant accounts etc
have now been removed
 Clarification on roll back provisions of APA – In
view of the number of clarifications being sought
by the industry on the rollback provisions in the
APA scheme, the CBDT issued a circular on 10
June to address these issues in the form of Q&A
format. Key aspects are stated below:

- In case of merger of companies, where one or
more of those companies are APA applicants,
rollback provisions shall not be applicable to the
entities who have merged with the applicant;
- In case of demerger, the person who made the
APA application shall only be entitled to
rollback provisions. Resultant entities, other
than the applicant, shall not be so entitled.
 Black Money Act – Black Money (undisclosed
Foreign Income and Assets) and Imposition of Tax
Act, 2015 has been made effective from 1 July
2015.
The Finance Ministry has also extended the
deadline for declaring undisclosed foreign income
or black money till 30 September 2015. However,
assets declared within the compliance window
will invite a tax and penalty of 30% each of the
value of the undisclosed income and assets, which
can be paid by 31 December. The penalty after the
compliance window shall be 90% of the value of
the undisclosed income and assets. The rules
pertaining to asset valuation have also been
notified.

- Rollback provisions shall be available even
where the ITR for relevant rollback year was
revised. However, where belated ITR is filed for
such year, rollback provisions shall not be
applicable;
- Rollback provisions are applicable in case of
international transactions which is the ‘same’ as
the international agreement to which the APA
relates. It is clarified that ‘same’ transaction
means same nature and same associated
enterprises (AEs) as proposed to be undertaken
in future years. Also, in context of FAR analysis,
the FAR analysis of rollback year should not be
materially different from FAR validated for APA.
- Applicant for rollback has an option to apply for
rollback for all four years or not to apply at all.
No option available to the applicant to choose
the years out of the block of 4 years;
- ALP could be different for different years.
However, manner of determining ALP should be
same for applicability for rollover provisions.
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Other Buzz….



Digital India
Prime Minister Narendra Modi’s Digital India week was unveiled on 1 July 2015 which witnessed
India’s top billionaires pledging around USD 75 bn to projects relating to Digital India.
Digital India has been envisioned as an ambitious umbrella programme to transform India into a
digitally empowered society and knowledge economy



Further boost to Defence manufacturing
DIPP clears defence licenses worth USD 102mn approx with a view to promote defence manufacturing
under make in India initiative and has so far issued 73 industrial licenses during the last one year
(since June 2014).
These include 16 proposal with proposed investment of USD 102mn approx cleared in June 2015 and
applications from major players like Pipavav, Tatas, Samel Thales



Update on Smart City initiative
Ministry of Urban Development has asked the State Governments to nominate by 31 July the cities and
towns for inclusion under Smart Cities Mission . The operational guidelines for Smart Cities mission
was released by the Prime Minister on June 25 which require that the States nominate the assigned
number of cities and towns from each state based on four broad criteria and a total of 13 sub-criteria.
100 smart city nominations received from all the States and Union Terrirtories will be put through
Stage -2 of the competition based on an elaborate criteria before funds are released to the top 20 cities
and towns during the current financial year



‘Make in India’ Global Business Summit
Make in India Global Business Summit was held in June 2015 in Singapore for encouraging Singapore
companies seeking to internationalize to build scale and access to new markets to invest in India. The
Summit was aimed at creating tie-ups and JVs between Indian and South East Asian small and medium
enterprises with a combined investment of USD 1 bn by December 2017.

© GM Corporate Solutions. All rights reserved

10

Glossary

Abbreviation

Description

Abbreviation

Description

AMC

Asset Management Company

FPO

Follow on Public Offer

CBDT

Central Board of Direct Taxes

ITR

Income Tax Return

CBEC

Central Board of Excise and Customs

LTCA

Long Term Capital Asset

CIN

Corporate Identification Number

MAT

Minimum Alternate Tax

DIPP

Department of Industrial Policy &
Promotion

MCA

Ministry of Corporate Affairs

FCNR

Foreign Currency Non-Resident

PAN

Permanent Account Number

FDI

Foreign Direct Investment

PE

Permanent Establishment

FEMA

Foreign Exchange Management Act

POEM

Place of Effective Management

FII

Foreign Institutional Investor

RBI

Reserve Bank of India

FIPB

Foreign Investment Promotion Board

ROC

Registrar of Companies

FPI

Foreign Portfolio Investor

SEBI

Securities and Exchange Board of India
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