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Startups expect:

SEBI authorized
Environmental, Social, and

Major announcements for startups in Union Budget Governance (ESC) Rating
Providers (ERPs) to conduct
2024*2025_ ESG rating activities in the

. . . IFSC at GIFT-city .
e The revised capital gains tax structure

imposes a 20% tax rate on short-term
gains, while a uniform 125% tax rate reiisarieitibiii
applies to long-term gains for both Amendmens Regulations
financial and non-financial assets. Listed
financial assets must be held for more
than one year to be classified as long-term,

whereas unlisted financial assets and all RBI Issues Master Direction
f' . | t . h |d on Overseas Investment for

non-financial assets require a holding indian Residents

period of at least two years to qualify as

long-term.

e The government has proposed to abolish RBI declared Ceiling for

Loans Against Shares and

angel tax on all asset classes to boost the Debentures for UCBs to be
Linked to Tier | Capital from

sta rtup ecosystem. January 1, 2025

e A Rs. 1,000 crore venture capital fund will
be established to invest in the space

Major announcements for

economy, though details on the managing stortupe in Union Budget
entity or investment strategy were not 2024-2025
provided.
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Ecommerce export hubs will be created in a public-private partnership
model to help micro, small, and medium enterprises (MSMEs) and
traditional artisans access international markets.

Private sector development of population-scale digital public
infrastructure (DPI) tools will focus on areas such as credit, ecommerce,
health, law and justice.

A credit guarantee scheme will be introduced to facilitate term loans for
MSMEs to purchase machinery and equipment without requiring
collateral or third-party guarantees.

A new credit assessment model for the MSME sector will be developed,
with public sector banks expected to build in-house capabilities instead
of relying on external assessments.

The tax deduction at source (TDS) rate on ecommerce transactions will
be reduced to 0.1% from 1%, as stipulated in Section 194-0O of the Income
Tax Act.

The corporate tax rate for foreign companies has been reduced from
40% to 35%.

Foreign direct investment (FDI) rules and recognition will be simplified to
promote inflows and prioritize the use of the rupee for overseas
investments.

Capital gains taxation will be simplified, with short-term capital gains
reduced to 20% and long-term capital gains tax to 12.5% for certain
assets, while unlisted bonds and debentures will attract capital gains tax.
The fiscal deficit is projected at 4.9% of GDP, with a significant allocation
of Rs 11.11 lakh crore (3.4% of GDP) for capital expenditure, maintaining

strong fiscal support for infrastructure.

The official Union Budget 2024-2025 can be accessed from here.

Securities and Exchange Board of India

Enabling_Credit Rating_Agencies to Operate in IFSC GIFT City Under IFSCA

Guidelines
The Securities and Exchange Board of India (SEBI) through a circular issued
on July 19, 2024, permitted Credit Rating Agencies (CRAs) to undertake
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https://www.indiabudget.gov.in/doc/budget_speech.pdf
https://www.sebi.gov.in/

rating activities in the International Financial Services Centre at Gujarat
International Finance Tech-city (IFSC-GIFT City) under the guidelines of the
International Financial Services Centers Authority (IFSCA). According to
Regulation 9(f) of SEBI (CRA) Regulations, 1999, and as detailed in the
Master Circular for CRAs dated May 16, 2024, IFSCA is added to the list of
recognized financial sector regulators. Ratings by SEBI-registered CRAs in
the IFSC will be overseen by IFSCA, which will handle related issues,
complaints, enforcement actions, and provide necessary information to
third parties. This change is effective immediately.

The circular can be accessed from here.

IFSCA to Govern ESG Rating Activities in IFSC-GIFT City for SEBI-Registered ERPs
SEBI through a circular issued on July 19, 2024, authorized Environmental,
Social, and Governance (ESG) Rating Providers (ERPs) to conduct ESG
rating activities in the International Financial Services Centre at Gujarat
International Finance Tech-city (IFSC-GIFT City) under the guidelines of the
International Financial Services Centers Authority (IFSCA). As per
Regulation 28E(d) of SEBI (Credit Rating Agencies) Regulations, 1999, and
Para 7.1 of the Master Circular for ERPs dated May 16, 2024, IFSCA is added
to the list of recognized financial sector regulators. ESG ratings by SEBI-
registered ERPs in the IFSC will be governed by IFSCA, which will manage
related issues, complaints, enforcement actions, and provide necessary
information to third parties. This update is effective immediately.

The circular can be accessed from here.

SEBI Announces Enforcement Date for Insider Trading Amendment Regulations
2022

SEBI through its official notification on July 25, announced that the
Securities and Exchange Board of India (Prohibition of Insider Trading)
(Amendment) Regulations, 2022 will come into effect on November 1, 2024,
as per the powers conferred by section 30 and other relevant sections of
the SEBI Act, 1992.

The official notification can be accessed from here.

Reserve Bank of India

RBI Issues Master Direction on Overseas Investment for Indian Residents

The Reserve Bank of India (RBI) on July 24, 2024, through its Master
Direction on Overseas Investment outlined the regulations for overseas
investments by Indian residents, governed by the Foreign Exchange
Management (Overseas Investment) Rules, 2022, and the Foreign Exchange
Management (Overseas Investment) Regulations, 2022, both
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notified on August 22, 2022. Rule 3 empowers the Reserve Bank of India to
administer these rules and issue necessary regulations and directions to
ensure effective implementation. This Master Direction compiles all
instructions on overseas investments, with detailed reporting instructions in
Part VIII of Master Direction No. 18 on 'Reporting under FEMA, 1999'. Issued
under sections 10(4) and 11(1) of FEMA, 1999, these directions must be
communicated by AD Category-l Banks to their clients and are subject to
any other required legal permissions.

The master direction can be accessed from here.

Exclusion of New 14 Year and 30 Year Government Securities from Fully Accessible
Route for Non Resident Investment

RBI through its circular on July 29, 2024, announced that 14-year and 30-year
tenors will be excluded from the Fully Accessible Route for non-resident
investment, as decided after a review with the Government. Existing
securities in these tenors that are already part of the Fully Accessible Route
will remain available for non-resident investment in the secondary market.
Future investments by Foreign Portfolio Investors in new securities of these
tenors will instead be subject to different investment limits and conditions
outlined in earlier Reserve Bank circulars. This directive, issued under
Section 45W of the Reserve Bank of India Act, 1934, supersedes previous
instructions and is effective immediately.

The circular can be accessed from here.

Ceiling_for Loans Against Shares and Debentures for UCBs to be Linked to Tier |
Capital from January 1, 2025

RBI through a notification on July 25, 2024, declared that the overall ceiling
for loans against shares and debentures for Primary (Urban) Co-operative
Banks (UCBs) will be linked to their Tier | capital as of March 31 of the
previous financial year, rather than being set at a fixed 20 percent of owned
funds. This adjustment, detailed in the revised Master Circular on Prudential
Norms, updates the previous guideline outlined in the circular dated
October 22, 2001, and para 6.6.5 of the January 16, 2024, Master Circular. All
other related provisions remain unchanged and will be effective January 1,
2025.

The notification can be accessed from here.
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