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Hey! Mr. FEMA Gyani. My company wants to invest in the instrument of a
US company named Automation Inc. The company is engaged in new age
technology of Artificial Intelligence, machine learning etc. It is being claimed
as the probable rival in the world of AI. My company is also engaged in the
similar kinds of business and wants to invest in the instrument which gives
them right to acquire shares of Automation Inc. Can my company do so?
Will this be considered as an Overseas Direct Investment(ODI)?

Hii Namish. Can you explain a bit more about this
arrangement to acquire this instrument?

Sure. If the company raises money by selling shares (equity
financing round), the investment we made will automatically
turn into shares of the company. But if the company goes
through a major event like being sold to another company
(change of control) or going public (IPO), we will get our
money back in cash, and the investment agreement will end.



No, Namish this will not be considered as an
ODI. This means this is not allowed.

But why FEMA Gyani. My company will be
investing in a foreign entity. Why shouldn’t this be
considered as an ODI? I thought any investment in
the foreign entity is considered as ODI.

Let me brief you about the definition of ODI.



Overseas Direct investment means: 

Acquisition of any unlisted 
equity capital or subscription 

as a part of the 
Memorandum of Association 

of a foreign entity

investment in 10% or 
more of the paid-up equity 

capital of a listed foreign 
entity

investment with control 
where investment is less 
than 10% of the paid-up 
equity capital of a listed 

foreign entity

As per the definition, The focus should be on
the concept of ODI investment in Equity Capital.

FEMA Gyani can you explain what all are included
under the term Equity Capital?



EQUITY CAPITAL

Perpetual capitalEquity shares

Instruments that are 
redeemable

Contribution to non-debt capital 
of a foreign entity, which is in the 
nature of fully and compulsorily 

convertible instruments 5



Based on the definitions of Overseas Direct Investment (ODI),
investment can be made in Equity Capital. However, the
specific instrument your company plans to invest in does not
fall under the definition of Equity Capital. Consequently, this
type of investment will not be considered as ODI and is
therefore not permissible.

Okay, FEMA Gyani. I understood your point. Thank
You.
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Disclaimer
❑ This presentation has been prepared on the basis of information available in the public domain and is 

intended for guidance purposes only.

❑ Jain Shrimal & Co. has taken reasonable care to ensure that the information in this presentation is 
accurate. It however accepts no legal responsibility for any consequential incidents that may arise 
from errors or omissions contained in this presentation.

❑ This presentation is based on the information available with us at the time of preparing the same, all 
of which are subject to changes which may, directly or indirectly impact the information and 
statements given in this presentation.

❑ Neither Jain Shrimal & co., nor any person associated with us will be responsible for any loss however 
sustained by any person or entity who relies on this presentation. Interested parties are strongly 
advised to examine their precise requirements for themselves, form their own judgments and seek 
appropriate professional advice.


