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4 Joint venture

Tino ormore businesses form a new company withprofits
shared as per formal contract

Ex Maruti Suzuki MarutiSuzukiIndiaad
ICICI combard ICICI tombard

5 Equity Collaboration

A company acquiring minorequity stake in anotherbusiness

in exchange for investment

Ex Sequoia capital investing incomato
Google Capital investing inPolicyBazaar

keydifferentiating factor
Horizontal samenever

Intersectional Differentarea
Jointventure NewEntity

Meaning
ventical supplychain Equity ownership Investment

Business collaboration is whentwoor more entities worktogether

bysharing ideas andthinking together to achieve commongoal Foreign Collaboration

Ex software development company Hardwarecompany mobile company

Laptopcompanies Microsoft Preinstaned Microsoft office Foreign Collaboration is alliance partnership formed to carry
Tatatereservices Docomo Tata Docomo out task collectively jointly with participation of

Resident and atleast 1Non Resident Entities

Types of Businen Collaboration

1 Horizontal Collaboration
ovalʰfom

government authority of domestic country is
Businessesinsame functional area Businessfield collaborate to required before starting the collaboration

improvetheir competencies Prepare a preliminary agreement stating contribution generally

Ex Infosys andWipro conducting jointresearch NonresidententityprovidesfinanceTechnologyorknownow
RelianceTioAirtel snarecantowerstoreduceinfracost Resident entity providesland labourandRawmaterial

Tenure Duration is specified inthe contract

2Vertical Collaboration

Business Collaborate with supplier or distributors in their supply
jectives

ofForeign Collaboration
chain upward downward Themain intention primegoal of foreign collaboration isto
Ex ITC eChoupal and Indian farmers
tomatoand Restauments chains i Improve the financial growth of collaborating entities

ii occupy a major market share forcollaborating entities
3 Intersectional crossIndustary Collaborations iii Reduce the higher operating cost ofNonResidententities

Businesses from different functional area collaborate to share ivmakeoptimumandeffectiveuseofresourcesaviatableinresidententity country
special knowledge or mutual advancement V Generate employment inresident entity's country
Ex Topartnerwith Netflix Hotstar
Indian Railways with Payton

GoogeeIndiawithIBSEfordigital learning tool
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Features of Foreign collaboration
JOINT VENTURE

1 It is atypeof partnership bwdomesticandforeignentity
2 It requires government approval JointVentureTV can be defined as an enterprise where
3 Entities from Developing and Developed countries twoormore investors share ownership and control over
4 Benefit to developing and developed country property rights andoperations

5 Betterutilisation ofresources
6 Promotegrowth TV canbeforsingleprojector forcontinuing

business relationship

Types ofForeign Collaboration Ex Maruti SuzukiJapan Maruti Suzuki

Mahindra Renault France Mahindra Renault

x

Financial Advantages ofTV Disadvantages ofTV
collaboration

Technical marketing management

Collaboration Collaboration consultancy

Corroboration 1RiskSharing 1 Lack ofequal involvement
1 Financial Collaboration 2Economies of scale 2 talkofclear communication

Inflow offoreign funds into domestic host country 3Market Access 3 unreliable partner
Either through ownership shares longtermloansorcreditfacility 4 Exploring globalmarket 4 Creation of competitor
Finance flows from developed to developing country 5 Cost efficiency 5 Cultural Differences
Ex Sequotia capitalAmerica investingintoPayim

Strategies for entering intoJoint Venture

2 Technical Collaboration
Modern foreign technology integrates with domaticmethod 1 Identification of Prospective JV Partners
foreign company provides knowhow installautomatedmachine partner should bestrong in business technologyandresources

and offer expertise

Reduces technological gaps in developing countries
2 TrustworthyPartners choosepartnerwhoarereliableandtrustworthy

ExTatasteelwith Nipponsteeltapant foradopting advanced
steel manufacturing technology

3 Develop strong JV Relationship

Relationshipthatiseasy tomaintain financially rewardingandlonglasting

3 Marketing Collaboration

Inflow of goods and servicesto foreignandinternationalmarkets 4 Equal contribution in terms of skillresources capital
Foreign companies use their distribution network
Increases exports for developing countriesand beeps 5 written Agreement that defines termsrightsandresponsibilities

access global markets

EX BKTtyres partnering with footballleagues like 6 uniting scope of JV initially oncetrustestablished scope

La Liga to promote BKTbrand globally can be expanded with consent

4 Management Consultancy Collaboration

Inflow of management expertise from fough company
well detnedbusinessmodel dearlydefinethecustomerpreposition

costvaluechain investment

enhance domestic management practices

modernises business processes 8Flexibility opento workingwithpartnerswhoshowsamelevelofadaptability
Improve efficiency in Private Public sector

Ex Mckinsey advisingIndianRailways 9Establish exit routes establish protocolsrules foramending orunwinding
relationship if venture fails I meet expectations
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Fofmation
of Joint venture

Essential
component of JointVenture Agreement JUA

1 Description Nature of agreement
Equity BasedTV contractual Jv 2 Parties Detain of partiesinvolved

3 Recitals Introduction Backgroundandintention ofparties
1 Equity BasedJointVenture 4 operative operation Part

A separate legal entity is created withparties contributing Entityname and constitution

up
resources to form a company Equity investmentand loan rules
Characteristics of Equity based JV Board Constitution Key appointments Remuneration

Agreement to createnewentity 5 Legal Aspects
shared ownership by parties involved Procedure for amendment
shared responsibilities regarding capitalinvestmentandotherfinancingarrangement Duration of agreement
shared profitand losses according to Jv arrangement Dispute Resolution Mechanism

Confidentiality and NonDisclosure Agreement

2 Contractual Joint Venture Non compete and Indemnification clauses

No newentity is formed Relationship and teams are
defined through contracts

Characteristics of contractual TV
SPECIALPURPOSEVEHICLE

SPV

No ownership sharing both parties exercises control

common intention of running business venture SPV is anentity created for a specific lawfulpurpose

Input from both parties with its operation limited to acquiring and financing
Relationship is long term not oneofftransaction specific particular assets

When contractual JV is useful A separate distinctidentity which operates independently of
Contractual Ju might be useful where establishment of its promoters sponsor or shareholders

separate legal entity not needed or feasible
parties do not want to share ownership buteach operation ceases stop once the purpose is acheived

party want to exercise some control

situations where project involves narrowtask orlimited
purpose of forming SPV

Documents of JointVenture
Enable leverageddebt or speculative investment without endangering

1 Memorandum of Understanding Mou parent company

This document is prepared atFamiliarisation stage Help bank in securatisation of loans and receivable
simple brief and without any legal jargon Government use SPV foreasy financing andlargeprojects
MOU define roadmap ahead Tax savingsthrough asset acquisition

2 Contractual JointVenture
Prepared at EngagementPhase

formedium term commitmentwith resourceallocationdistribution

Legally binding and welldrafted
3 final stage

Preparation ofTVAgreement TUA
Shareholder Agreement SHA

LLP Agreement MOA and AOA
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Finigns
ofSPV

RiskSeparation Shield protect parentcompany from insolvency

or operational risk

Tax Benefits can save tax through jurisdiction place seration

legal Protection limit liability in case of project failure

Attractive Financial Reporting Debts ofSPVam notreflected
in sponser's balancuneet

Easy of Asset ownership

FinydoyoufoumLLPforSPV
1 Lowcostofincorporation andmaintainanceas compared
to company

2 Flexible management as it isgovernedbyLLPAgreement

3 No Dividend Distribution Tax applies onLIP

4 Notmandatorily required to get accounts audited

5 Simplified winding up procedures

G 1001 FDI approval in some sectors eg ITindustary
Professional service R D


