WITH an aim to accelerate the boom in
the Indian start-up sector, the govern-
ment unveiled the Start-up India Action
Plan in January 2016. The plan sought to
resolvetheregulatoryandfinancial chal-
lengesfaced by thesectorandseveral pos-
itive initiatives wereannouncedasapart
of this action plan. The start-up commu-
nity is now in eager anticipation of the
Budget FY17, to see how the government
movestowardsfulfillmentof theseplans.

One of the most important aspects to
fuel start-up growth is to ensure ease of
doing business. First, we need to remove
the distractions of a web of compliances
required to operate a business in India.
The mobile app and online portal an-
nounced in the Start-up Action Plan,
wherestart-upscantakeoff justbyfilling
ashort form, is a welcome step. This will
enable them to focus on their core busi-
ness by relieving them of the burden of
the compliance mechanism.

Second, aspects of self-certification
compliance and ‘no inspections’ for
the first three years will help reduce
the regulatory liability on start-ups in
early years. Besides this, simplifying
patent and IPR procedures for start-
ups isanother positive move.

Swift and correct implementation
of these provisions announced by the
government is essential and the sec-
tor is looking forward to some action-
able announcements in the upcoming
budget for implementation within the
comingfinancial year.

Another significant aspect for start-
ups is financing. While the prime min-
ister hasannounced several schemes—
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availability of debtby allo-
cating 32,000 crore for
Credit Guarantee scheme
and a 310,000 crore fund to
back start-ups, more
needs tobedone.

February 25, 2016
Page No. 8

e

investments, take a far
higher risk-—largely illig-
uid as they cannot be trad-
ed or pulled out easily—to
create new jobs and eco-
nomic growth as com-
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of start-ups inthe country. early-stage publicly-traded invest-

A critical impediment emn'ses' ments is required to in-
is that investments by Se- ent crease the flow of both in-

bi-registered (AIF Cate-
gory I) and angel groups
are treated unfavourably vis-a-vis in-
vestment inlisted companies, withre-
gard to capital gains tax.
AlFsandangelgroups, throughsuch
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stitutional and high
networth individual
(HNI) capital into start-ups/early-
stage enterprises.

If this is done for Sebi-registred VC
funds and angel funds investing in

domestic

funds as VC funds from abroad pay no

taxes in any case, using treaties with
Mauritiusand other nations.

It is imperative to bring in these

tweaks as the 10,000 crore fund has

1tial to raise another 380,000
funds for early-stage or start-

government has also announced

i S stillapositivemove.

me the start-upincorporatesor
ime the start-up starts report-
At is relatively redundant if

it applies to the latter, then the govern-
ment deserves much credit for the sup-
port.Inanyevent,acompany ceasestobe
a start-up affer five years; therefore, if it
starfs g profits only from its sixth

ption ismostlikely notap-
plicable. The government’s position on
this certainly requires more clarity, and
this isexpeeted from the Budget.

art-up India Action Plan is

mostly optimisticand shows a very pos-
itive sentiment held by the government
for the sectey. What will be crucial for

Budget FY],? to have is the announce-
ment of the getails for the implementa-
tion of thesgplans.
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