Modifications have been announced in the External Commercial
Borrowings (‘ECB’) Policy by the Reserve Bank of India (‘RBI’)

The RBI has issued A.P. (DIR series) Circular No.71 dated 30 June
2009 announcing modifications to the prevalent ECB policy which have
been summarised below:

ECB for Integrated Township:

e Corporates engaged in the development of integrated township (as
defined by press note 3 of 2002 series) have been permitted to
continue availing ECB under the Approval Route (i.e. with prior
approval from the RBI) beyond 30 June 2009 up to 31 December
20009.

ECB for NBFC Sector:

e Under the prevalent ECB Policy, Non Banking Finance Companies
(NBFCs) exclusively involved in financing of the infrastructure
sector are permitted to avail ECBs from multilateral / regional
financial institution and Government owned development financial
institutions under the Approval Route.

e The above ECB was subject to the condition that the direct lending
portfolio of such eligible overseas lenders to infrastructure projects
in India vis-a-vis their total ECB lending to NBFCs at any point of
time is not less than 3:1. This condition has been now done away
with effect from 1 July 2009.

ECB for development of Special Economic Zone (SEZ):

e SEZ Developers have been permitted to avail ECB under the
Approval Route for providing infrastructure facilities as defined in
the ECB Policy (i.e. power, telecommunication, road including
bridges, etc).
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e The RBI has clarified that ECB would not be permissible for
development of integrated township and commercial real estate
within the SEZ.

ECB by Corporates under Investigation:

o The RBI has directed that corporates who have violated the extant
ECB policy and are under investigation by RBI and / or by
Directorate of Enforcement will not be eligible to access the
automatic route for ECB. Any request by such Corporates for
availing ECB will be examined by the RBI under the Approval
Route.

Important Point:
All other aspects of the ECB Policy have remained unchanged.

Source: RBI Website / RBI Circular No. 71 dated 30 June 2009

Disclaimer

The information contained herein is of a general nature and is not
intended to address the circumstances of any particular individual or
entity. Although we endeavour to provide accurate and timely
information, there can be no guarantee that such information is
accurate as of the date it is received or that it will continue to be
accurate in the future. No one should act on such information without
appropriate professional advice after a thorough examination of the
particular situation.
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