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The Union Budget 2024 has focussed on fostering economic growth and creating ample
opportunities including productivity and resilience in agriculture, employment, skilling and
services.

1. Capital Markets/Securities Market

1.1 Amendments

> Investment in unlisted bonds and debentures, debt mutual funds, and market-
linked debentures shall attract tax on capital gains at applicable rates, irrespective
of the holding period.

»  The rate for short term capital gains on certain financial assets such as listed equity
shares, units of equity mutual fund etc. has been revised to 20% (twenty per cent)
from 15% (fifteen per cent). The rate for long term capital gains on all categories
of assets has been revised to 12.5% (twelve decimal five per cent) without any
indexation benefit.

»  The STT has also been increased for sale of options and securities.

» Introduction of pooling of funds of private equity by way of a ‘variable company
structure’.

»  Income from buyback of shares by companies, be chargeable in the hands of the
recipient investor instead of the company and to be taxed as dividend income. Also,
cost of acquisition in respect of shares bought back to be treated as NIL and the
shareholders shall be able to claim capital loss in respect of the shares bought
back by the company. No further deduction shall be allowed against such dividend
income.

Analysis:

»  The changes related to holding period on unlisted bonds may lead to listed bond
investments becoming more attractive.

»  The changes related to removal of indexation benefits may see an increase in
investments in units of REITs instead of physical real estate.

»  Theincrease in STT is another measure to address the concerns of the regulators
such as RBI and SEBI on the retail investors participating in future and options
trading.

»  The ‘variable company structure’ could prove to be beneficial for alternate
investment funds.

»  This may significantly reduce the investor appetite for participating in share buy
backs by domestic shareholders. Non-resident investors may still take benefit
under tax treaties. This may also have significant impact on promoter exit
strategies and strategies of companies for returning surplus capital. May see an
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2.1

3.1

4.1

increase in complex schemes of arrangement as means of returning cash to
promoters.

Financial Inclusion

Amendment
»  Easing norms for foreign investment

Certain amendments will be made to the rules and regulations governing the
foreign direct investment. These amendments will be made to facilitate the
simplification of foreign investment and promoting the use of INR for overseas
investments. It is likely that an FPI may be allowed to exceed current 10% (ten per
cent) limit by combining FDI and FPI route including by participation in IPOs.

»  Abolition of ‘angel tax’

It is proposed that tax levied on the capital raised by unlisted companies through
the issue of shares at a valuation above fair market value will be eliminated.

Analysis

This move is a very positive move for the growing Indian economy. By easing the norms
of foreign investment, the government is keen to open the doors for more foreign capital
infow and making India a more attractive destination for global investors. The
encouragement to use INR for overseas investment is a much-needed step to strengthen
the use of INR. With the abolishment of the angel tax, the government has given a major
boost and win for start-ups ecosystem.

Digital Developments

Amendment

The Union Budget 2024 puts forth the government’s vision to create a technology-driven
and knowledge-based Indian economy. An integrated technology platform will be
created to improve the outcomes of the IBC.

Analysis

An integrated platform is crucial at this moment. This step will significantly benefit all
stakeholders by reducing delays and boosting the overall efficiency of the IBC
framework.

Aircraft and Ship Leasing

Propositions

It is intended to pursue legislative approval to establish an adaptable financing method
for leasing aircraft and ships.
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5.1

6.1

7.1

Analysis

Such change could provide a much-needed impetus to the aviation and shipping sectors,
which rely heavily on leasing.

Project Finance

Propositions

»  VGF and enabling policies and regulations are intended to incentivize private
sector investment in infrastructure. A market-based financing framework is
proposed to be introduced.

»  VGF support is proposed for facilitating PPPs in designated rental housing
projects.

Analysis

PPP projects may thrive under market-oriented frameworks as they align incentives for
both public and private stakeholders.

GIFT-IFSC

Proposed Amendments

>

Tax exemption on income from transfer of capital asset extended to retail schemes
and exchange traded fund which are certified and regulated under IFSC Fund
Management regulations. Specified funds already had similar exemption under the
Income Tax Act.

Tax exemptions for certain income of core settlement guarantee fund set up by a
clearing corporations set up in IFSC.

No restriction on finance companies in IFSC as regards deduction of interest
expenses on debt issued by its non-resident associated enterprise. Under Section
94B of the Income Tax Act, such deduction otherwise limited to 30% of EBITDA.

Analysis

Bar on thin capitalisation done away. May positively impact aircraft and ship financings.

Real Estate (Land Reforms)

Amendment

ULPIN or Bhu-Aadhar for all lands. Digitization of land records in urban areas
with GIS mapping.
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8.1

9.

9.1

Rural Urban

Survey of map sub-divisions as per | Establishment of an IT based system for
current ownership. property record administration, updating
and tax administration purposes.

Establishment of land registry and linking
it to the farmers registry.

Analysis

The rural and urban land related actions will facilitate better credit flow and a better
market given ease of access of information due to better record keeping infrastructure.

Space Economy

Proposition

A venture capital fund of INR 1,000 crores is proposed to be set up.

Analysis

The proposal draws the attention back to the amendment made to the FDI policy on
space sector, approved by the Union Cabinet on 21% February 2024. Whereby 100%
(one hundred per cent) FDI through the automatic route in its space sector was allowed.
Facilitating and promoting investment in the space sector.

Environmental, Social and Governance

Propositions

»  Taxonomy for climate finance will be developed and introduced to support
climate commitments and enhancing the availability of capital for adapting to
climate change and reducing greenhouse gas emission.

» Investment-grade energy audit of traditional micro and small industries in 60
clusters in the present phase and 100 clusters in the subsequent phase, including
brass and ceramic, will be facilitated to enable the micro and small industries to
transition to cleaner forms of energy.

» Roadmap for 'hard to abate sectors'. The performance metrics for hard to abate
sectors shall shift focus from energy efficiency targets to setting emissions targets
so that they can transition to emission reduction activities.

»  PM Surya Ghar Muft Bijli Yojana has been launched to install rooftop solar plants
to enable 1,00,00,000 (one crore) households to obtain free electricity up to 300
(three hundred) units every month.
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Analysis

The introduction of a clear taxonomy will provide a road map for reporting norms and
regulations prohibiting greenwashing, although this necessitates careful deliberation.
Investment-grade energy audits will lead businesses to embrace sustainable practices.
Nonetheless, challenges may arise in implementation due to financial constraints or the
absence of suitable technologies. These initiatives are a positive step towards India’s
goal to achieve net zero.

We also expect to this resulting in greater usage of and trading in carbon credits.

10. MSMEs

10.1 Amendment

>

Credit Guarantee

In order to facilitate borrowings by the MSMEs, following credit guarantee and
support will be provided:

Standard borrowings: Term loans without collateral and guarantee to MSMEs for
the purchase of machinery and equipment, will be guaranteed by a self-financing
guarantee fund. The fund will provide guarantees of up to INR 100 crore to each
applicant in exchange of fees.

SMA borrowings: A government promoted fund shall provide guarantee to enable
MSME to have continued supply of funds, even if the MSME has been categorized
as an SMA, to avoid it turning into an NPA.

In-house assessment: In-house ability to assess MSMEs to be developed by
government owned banks. Further, the scoring of MSMEs digital footprints will be
used to develop a new credit assessment model.

Accessibility of TReDS

The government has slashed the turnover thresholds from INR 500 crores to INR
250 crores for mandatorily onboarding on the TReDS platform.

10.2 Analysis

Provision of credit guarantee schemes, along with the facilitation of collateral-free term
loans shall greatly boost the MSME sector. Further, the easy access to TReDS platform
shall enable MSME to meet their working capital requirements.

Page | 5



GLOSSARY OF TERMS

Abbreviation Meaning

FDI Foreign Direct Investment

FPI Foreign Portfolio Investment

GIFT Guijarat International Finance Tec-City
GIS Geographic Information System

IBC Insolvency and Bankruptcy Code, 2016
IFSC International Financial Services Centres
INR Indian Rupees

Income Tax Act

Income Tax Act, 1961

IPO Initial public offering

IT Information Technology

MSMEs Micro, Small, & Medium Enterprises

NPA Non-Performing Asset

PM Prime Minister

PPPs Public Private Partnerships

RBI Reserve Bank of India

REITs Real Estate Investment Trusts

SEBI Securities and Exchange Board of India
SMA Special Mention Account

STT Securities Transaction Tax

TReDs Trade Receivables electronic Discounting System
ULPIN Unique Land Parcel Identification Number
VGF Viability Gap Funding
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About Juris Corp

Founded in 2000, Juris Corp is a law firm adding value in Foreign Investments into India,
Banking, Securities, Derivatives, Corporate Commercial, Joint Ventures, M&A Private Equity,
Real Estate, Dispute Resolution and International Arbitration, Bankruptcy and Restructuring.

Firms’ Ethos

Provide unbiased and unmatched legal services in our areas of practice. Be the Preferred Law
Firm for our clients and take that relationship forward by becoming more than a legal advisor:
Being their business advisors.

Accolades And Recognition

Juris Corp has been consistently ranked in the top tiers over the years in Banking & Finance,
Capital Markets, Corporate M&A, Dispute Resolution, Foreign Direct Investment, Real Estate,
Private Equity, Securitisation and Structured Finance by several institutions.

DISCLAIMER:

The information contained in this document is intended to provide general information on the topic covered herein
and it shall, in no way, be treated as an exhaustive or comprehensive treatment of the subject scoped herein or as
an advertisement about Juris Corp or any of its lawyers. Any graphics, images etc. used in this material is for
informational purposes only and not as advertisement, promotions etc. of any organisations or institution. Further,
this article and its contents in any of its form including facts specified, opinions expressed, views given etc. shall
not be construed as a legal opinion of the author or that of Juris Corp (“the Firm”) directly or indirectly. The reader
of this document must exercise due caution while using the contents of this document for any of their personal
purposes such as, business implication, personal finances, investment decisions, reproduction of this document in
any of the forum(s), circulating this document within the user group(s), publication of this document in any form or
manner etc. Itis strongly asserted herein that, if this document creates any financial / legal implication to the reader
or user of this document, a formal opinion from a qualified professional be sought. The author(s) and the Firm
hereby expressly disclaims any and all claims, losses, damages, adversity in any of its form whether financial or
otherwise arising to the reader or user of this document. The images used herein are used only for representational
purposes and we claim no right, title or interest in the said images.
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Contact us:

MUMBAI OFFICES
302, Century Bhavan, 3" Floor,
Dr Annie Besant Road, Worli,
Mumbai - 400 030, India
Tel: +91 22 6720 5555

Dispute Resolution Office
148, Jolly Maker Chamber 1I, 14™ Floor,
Nariman Point, Mumbai - 400 021, India
Tel: +91 22 4920 5555

NEW DELHI OFFICE
502, 504 & 506, 5" Floor, Antriksh Bhawan,
Kasturba Gandhi Marg,
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Tel: +91 11 4014 4100
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