‘Move may Help Startups Garner Funds’
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The government also clarified that
transfer of all shares in companies ha-
ving foreign direct investment (FDI)
from countries sharing land borders
with India would require prior nod irre-
spective of the sector.

An explicit clause dealing with the
swap of equity shares has been incorpo-
rated in the rules to allow such exchang-
es even in cases where government app-
roval isrequired for the underlyingenti-
tv. In such instances, however, swaps
will be executed only with prior govern-
ment approval.

Thelatestchangesalsoalignthedefini-
tionsof ‘control’and ‘startup’ as specifi-
ed under the Foreign Exchange Mana-
gement (Non-debt Instruments) Rules,
with those under other laws and provi-
sions tomaintain consistency in regula-
tory interpretation.

“The amendments have been made to
harmonise certain key definitions with
allied regulations, emphasise the requi-
rement of government approval in all
cases involving investment from count-
ries sharing a land border with India
and encourage FDI into India,"” said Ma-
vank Arora, director, regulatory, Nang-
ia Andersen India.
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This could potentially
draw more investiments into startups, in-
dustry experts said. The definition of equ-
ity capital has also been tweaked in sync
with the latest Foreign Exchange Manage-
ment (Overseas Investment) Rules, 2022,
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The amendments follow the latest bud-
get announcements by finance minister
Nirmala Sitharaman to simplify rules

and regulations for foreign invest-
ments, the statement said.

“These amendments underscore the
government'scommitmenttocreatinga
foreign-investor-friendly climate, with
continued measures to simplify rules
and promote ease of doing business,”
the Department of Economic Affairssa-
id in a statement.

Gross FDI inflows into India have mo-
derated in recent years. Having scaled a
peak of almost $85 billion in FY22, in-
flows have eased forasecond straight ye-
ar through FY24 to touch $§71 billion.



