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Dear Friends, 
 
The IVCA Members and Sector Councils 
have been really active through the 
last year, starting from pre-budget 
recommendations and active engagement 
with SEBI on crucial steps for the alternative 
asset class.

IVCA continues to grow strong and this 
gets reflected through the IVCA Members’ 
sentiment; almost all investment funds and 
knowledge partners, alike, have gotten 
together for policy, tax, and regulatory 
concerns regarding our industry.

There have been three major 
announcements in the Finance Bill that 
will boost the AIF ecosystem, and overall 
investor sentiment: 

1. Allowing pass-through of losses like 
Cat I & Cat II AIFs:
The streamlining of AIF taxation by 
allowing pass-through of losses for Cat I 
& Cat II AIFs will allow investors to offset 
their terminal losses. We expect this step 
to further enhance the attractiveness 
of AIFs as the primary vehicle for VC/PE 
Investments in India;

2. Section 56 exemption to Cat II AIFs:
IVCA also welcomes the exemption of  
Cat I & Cat II AIFs from the purview of 
Section 56(2)(viib). In 2018, Cat II AIFs 
invested Rs 1.33 lakh crores across 147 
deals, of which 24.4 per cent was invested 
in startups; this has risen to Rs 0.45 lakh 
crores across 75 deals YTD in 2019, of which 
again 24.5 per cent has been invested in 
startups. Thus, this move will effectively 
facilitate a favourable ecosystem for 
startups, investors, and augment their 
growth in the country. 

3. Broadened tax exemption for fund 
managers in IFSC:
The tax exemption has been a step for 
broadening the earlier tax benefits; as 
proposed by the fund managers based in 
IFSC, will get a 100 per cent tax exemption 
for 10 years out of 15 years. 

The above changes along with the 
announcement of operationalising IFSC 
in additional locations are big wins; this 
will also further promote onshoring of the 
offshore pool of capital and increasing 
employment in the country. We thank the 
honourable PM, FM and all other regulators 
and policymakers to further the optimism 
in the PE, VC, and Startup ecosystem.
In our advocacy efforts, I would like to 

CHAIRMAN’S
notE 

share some recent submissions by IVCA:
 
lLower GST rate (5 per cent) on services 
provided to AIF subject to the condition of 
non-availing of the input tax credit
lRecommendation on Foreign Investment 
in India Reporting (FCGPR related)
lOffering safe harbour to India-based fund 
managers of India-focussed offshore funds
lTax parity for sale of unlisted shares with 
listed to boost Startup India
lRecommendation on Capitalization of 
Management Fees and other expenses in 
fund taxation regime

This constant engagement with regulators 
and policymakers has certainly sensitized 
them towards the alternative asset class. 
There are misses and some additional 
concerns on the increased surcharge for 
FPIs that has also impacted the Cat III 
AIFs, on which the association is working 
actively.

I am glad to share that the LP Summit, 
which was scheduled on the same day as 
the Finance Bill, saw a great turnout of LPs, 
who candidly shared their point of view 
on fund structuring and co-investment 
issues. These set of LP feedbacks are crucial 
for GPs and this summit showcased the LP 
optimism in the Indian market. We also had 
a budget analysis done during the summit 
and received great responses from all LPs 
as well as GPs.

A host of upcoming events would serve as 
a medium to engage our members  
via knowledge sessions and also  
closed-door roundtables, all the 
while providing enough networking 
opportunities.

We are trying to focus equally on all our 
members, domestic as well as foreign 
funds, covering to an extent policy related 
to portfolio companies as well.

We take great pride in our association with 
you as a member and strive to make this 
industry a lot more engaged and robust, 
enabling its growth to create international 
benchmarks. I would like to have your 
continued support in a collaborative way 
that helps us grow and serve you better.

Sincerely,
Padmanabh (Paddy) Sinha
Chairman, IVCA  
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Dear Friends,

Even though we are just at the halfway 
mark, 2019 has already been an eventful 
year. Specifically, for the PE-VC startup 
ecosystem, there have been a fair share of 
hits and misses, as reflected in the recently 
introduced Finance Bill. I am happy to 
report that some of the recommendations 
pushed by IVCA have been included.

In this edition of IVCA RIPE, we share 
updates on the IVCA Conclave 2019 and on 
other recent developments and activities of 
the association. 

Over 250 delegates (including 40+ LPs) from 
170 reputed firms attended the Conclave. The 
event saw a stellar line-up of speakers from 
the PE-VC ecosystem and the government. 
I wish to thank our esteemed sponsors, the 
IVCA Executive Committee, Sector Council 
leads, and all the IVCA members for making 
this a memorable event. 

The 3rd IVCA LP Summit held on 5th July 
in Mumbai was also a massive success. 
Around 30 LPs, 130 IVCA PE-VC members, 
and service providers actively participated 
in this event.

This year, the engagement with regulatory 
bodies has been productive. The IVCA-SEBI 
working group took several initiatives on 
behalf of the alternative asset class. I would 
like to acknowledge the contributions of 
our members and the leadership provided 
by Padmanabh (Paddy) Sinha, Renuka 
Ramnath, Gopal Srinivasan, Gopal Jain, and 
BV Krishnan, all of whom are effectively 
leading many processes including, 
the PPM templatisation, performance 
benchmarking, disclosure of distributor 
companies, and recommendations on fund 
structures (PCV, co-investment, and special 
situations funds), respectively. 

The IVCA EC, Regulatory Affairs Committee, 
and Sector Council had several discussions, 
submissions, and meetings at the Ministry 
of Finance (MoF) on key industry asks from 
the Budget, which led to certain wins for 
the industry as well.

The SEBI-registered Category II AIFs, raised  
Rs 1,65,907 crores cumulatively till December 
2018, which as per SEBI data raised the 
corpus to a whopping Rs 2,05,360 crores 
by March 2019. A fair amount of this was 
invested in startups. The industry along with 
IVCA has been persistent in getting Category 
II AIFs exempt from the purview of Angel Tax 
(Sec 56) with the Department for Promotion 

of Industry and Internal Trade (DPIIT), Central 
Board of Direct Taxes (CBDT), and SEBI via 
Alternative Investment Policy Advisory 
Committee (AIPAC). This exemption for AIF 
Category II is another milestone achievement 
from this Finance Bill.

The IVCA’s ask for a fair and consistent 
taxation regime for AIF Category III has 
been a miss in this Finance Bill. Another 
miss, which will be shortly looked into 
by DPIIT and CBDT, is on the inclusion 
of all sub-categories of Category I for 
Sec 56 exemption and Venture Capital 
Undertaking (VCU) only covered in AIF II. 
IVCA will continue its advocacy on both 
fronts.

I am happy to share a membership update, 
which currently stands at 150+ members, 
with 135+ PE VC funds, and 15 Knowledge 
Partners. We have major engagements 
planned for IVCA members from now to 
January 2020. There are 15+ events in the 
queue and I encourage you to have a look 
at the events calendar and seek your active 
participation: https://ivca.in/events-
list-2019-20/

IVCA activities across Delhi, Mumbai, 
and Bengaluru, including member 
meetings, masterclasses, and discussions 
with regulators, have received a positive 
response. Last year in November, several 
Korean investors visited India; the Global 
VC Summit in December 2018 hosted 
Japanese VCs, and IVCA recently hosted a 
Chinese delegation in Delhi. We are also 
proactively building synergies with other 
global partners in our industry.

The all new IVCA website (www.ivca.in) 
has received good traction. It is regularly 
updated with all the IVCA PE -VC reports 
and can be accessed here: https://ivca.in/
ivca-pe-vc-deal-tracker/. These reports 
are also emailed to all the members, apart 
from the daily newswire that we share.

We are always eager to hear from you and 
are open to your suggestions. Please write 
to me at – rajat.tandon@ivca.in.
  

Sincerely,
Rajat Tandon
President, IVCA

PRESIDENT'S 
notE
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SEMINAR ON CURRENT ISSUES IN  
ATTRACTING GLOBAL INVESTORS:  
Fund StRuCtuRIng, MARkEtIng And  
nEgotIAtIng kEy tERMS  

[ Day 1 ]

AJAY PATHAK   

Partner, Goodwin, London 

People want a better all-rounded 
portfolio, with lesser risks and hence, 
the emphasis is currently on  
co-investment opportunities. More 
LPs are setting up new teams to focus 
on co-investments.
- Gregory Barclay  
Partner, Goodwin, Hong Kong
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Mauritius remains the most trusted 
investment pooling destination due 
to the treaty being upheld time and 
again in the Supreme Court.
- Pratibha Jain 
Head – Funds & Regulatory Practice, 
Nishith Desai Associates

(L-R) NISHITH DESAI - Founder, Nishith Desai Associates 
AJAY PATHAK - Partner, Goodwin, London 

PRATIBHA JAIN - Head – Funds & Regulatory Practice, Nishith Desai Associates 

RICHIE SANCHETI - Leader – Investment Funds, Nishith Desai Associates 

GREGORY BARCLAY - Partner, Goodwin, Hong Kong

1991 was a good opportunity to get 
investment into India, but as modern 
investors, we look forward to the next 
big opportunity. 
- Nishith Desai  
Founder, Nishith Desai Associates

Good exits over the last few years has 
allowed us to see immense growth across 
asset classes in India.
- Richie Sancheti 
Leader – Investment Funds, Nishith Desai 
Associates
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IS IT THE MACRO OR THE MICRO?  
WhAt’S FAVouRIng thE PRIVAtE EquIty 
MARkEt In IndIA  

[ Day 1 ]

GAUTAM MEHRA - Partner and India 
Tax Leader, PwC India (Moderator)

When I think of challenges, it has a lot to 
do with internal challenges particularly 
the kind of talent that needs to come into 
the organisation and how that talent is to 
be developed.
- Sudhir Variyar  
Managing Director, Multiples Alternate 
Asset Management



17IVCA RIPE I XIth edition I July 2019

A blunt error in investing in India is to 
play the macro.
- Gopal Jain 
Managing Partner, Gaja Capital

Macro has not worked in favour 
of India, which is primarily driven 
by tax regulations and currency 
demonetisation. Even with a bullish 
macro, you need to get the fund 
manager correct.
- Nupur Garg 
Regional Lead-South Asia, PE & VC, IFC

(L-R) GAUTAM MEHRA - Partner and India Tax Leader, PwC India (Moderator) 

PROMEET GHOSH - Managing Director – India, Temasek 

SUDHIR VARIYAR - Managing Director, Multiples Alternate Asset Management 

NUPUR GARG - Regional Lead - South Asia, PE & VC, IFC 
GOPAL JAIN - Managing Partner, Gaja Capital 

DR. AMIT VARMA - Co-founder & Managing Partner, Quadria Capital

'Valuations' is the single biggest 
problem hindering investments in 
the healthcare sector in India.
- Dr Amit Varma 
Co-founder & Managing Partner, 
Quadria Capital

When we think about the impact of the 
macro, we need to consider the market 
cycle and political cycle we are in.
- Promeet Ghosh  
Managing Director – India, Temasek
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‘INDIAN ENTREPRENEURS MUST  
CONFRONT OUR PROBLEMS, SoLVE thEM’  

[ Day 1 ]

FIRESIDE CHAT 
NARAYANA MURTHY 

FoundER, InFoSyS Ltd & 
goPAL SRInIVASAn, CMd, tVS 

CAPItAL FundS
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This is an industry which provides 
access to democratization of 
wealth and that is something I 
feel very strongly for. 

We have to aim to benchmark 
ourselves as one of the top 3 
investment attracting countries 
in the world and focus on 
creating not the best practices 
but rather the next practices. 

India is home to largest  
non-communicable diseases. 
We (Indians) consume salt like 
there’s no tomorrow. So, if our 
entrepreneurs can think of 
mitigating the impact of salt 
(on our health) by working with 
researchers in institutes such as 
IITs etc., it is one area where India 
will benefit. 

Industry leaders must work 
harder and pay more taxes so 
that the soldiers can have better 
ammunition, better salaries, 
better nutrition, and can take 
care of their families.

We have the biggest water 
problem in the world. So, if 
entrepreneurs can work on 
recycling water to clean it up and 
make it potable at the cheapest 
price then it is a big market. Also, 
there is the issue of pollution. So, 
our entrepreneurs will have to 
look at them.  

There is no point in saying that 
Amazon, Uber started in the US 
and so we have also started in 
India. We have to confront our 
problems and solve them. If 
entrepreneurs can collaborate 
with research institutions and 
Indian Institutes of Technology 
(IITs), the country will benefit a 
lot in many spheres. 

Narayana Murthy has been a 
true visionary, and has placed 
his credibility, time and effort to 
make it better, raise the game 
of VC, PE, IVCA, SEBI India. We 
are privileged to present the 
Visionary Exemplar Award to 
NRN.
- Gopal Srinivasan 
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POSITIVE REGULATORY EnVIRonMEnt  

[ Day 1 ]

KEYNOTE ADDRESS: 
RAMESH ABHISHEK 

SECREtARy, dPIIt
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We are aware we need to continuously 
work on the incubation, seed funding, 
financial policies, and are facilitating 
startups to participate in world 
competitions.

Continuously interacting with startups and 
acting upon feedback received.

25 states have startup policies compared 
to just 4 earlier. DPIIT has applied the best 
practices from Silicon Valley to ensure 
effective incubation.

Free incubation support has been provided 
to 1,403 startups, they were chosen after a 
rigorous and competitive selection process.

Startups across the country have the full 
support of Shri Narendra Modi-Ji and this 
growth wouldn’t be possible without his 
backing.

3,213 startups have received seed funding 
from states and 10 lakh sq. ft of incubation 
space has been set up for startups.



[ Day 1 ]

STEPPING UP THE VENTURE CAPITAL    
InVEStIng In IndIA

(L-R) SHAGOOFA KHAN - Partner and National Head – Funds,  
Investments, Advisory, Cyril Amarchand Mangaldas & Co. (Moderator)  

SANJAY NATH - Co-founder and Managing Partner, Blume Ventures 
SRINIVAS KOLLIPARA - Partner, Hunch Ventures 

RAMESH ABHISHEK - Secretary, DPIIT  
SANDEEP SINGHAL - Managing Director, Nexus Venture Partners  

 SANJAY RANDHAR - Managing Director, GVFL
VIKRAM GUPTA - Founder and Managing Partner, IvyCap Ventures

W
ith a record year 
for exits behind 
them, eminent 
personalities 
from the venture 
capital industry 
shared their 

perspective on the renewed optimism in 
the VC investing space. The discussion 
revolved around the challenges faced 
by entrepreneurs in the areas of people 
and resource management when 
their businesses start scaling up. The 
panellists also shared insights on how 
they ensure that the technology, idea or 
innovation that they are backing today 
remains relevant in the future.

Shagoofa Khan:  
Statistics show that $10 billion of capital 
has been raised by venture capital 
funds for India-focused investments 
in the last four years. From the ground 
reality perspective, what has been the 
experience of fundraising, both on the 
domestic as well as the  
offshore side? 

Vikram Gupta:  
I raised my first fund in 2008. At that 
time, I was part of a corporate and 
raised about Rs 400 crores of domestic 
capital from 30 Indian institutional 
investors who were banks and insurance 

companies. This was the first time 
that they were actually investing in an 
asset class like that. It used to be called 
Venture Capital Fund or VCF regime, 
which changed to AIF regime in 2013. 
From 2011 to 2013-’14, with IvyCap 
Ventures, I started the first fund and 
raised Rs 240 crores from 15 Indian 
institutional investors. So, I have seen a 
sea change, in terms of how the mindset 
is working now on the ground. Of 
course, there are lots of positive things 
and there are gaps that are now visible 
very clearly. For example, the banking 
system has invested primarily in the 
private equity asset class and they have 
not understood the venture capital asset 
class. There is a huge  
opportunity there.

My overall experience is that unless we 
work in a very focused way to expand 
this LP ecosystem in India, we run the 
risk of lots of international investors 
(now we are seeing Chinese investors) 
coming to India and grabbing the 
opportunity of the startup ecosystem.

THE BIGGEST 
CHANGE THAT HAS 
HAPPENED OVER 
THE LAST 12-13 
YEARS IS THAT WE 
HAVE BEEN SEEING 
LPs COMING TO 
INDIA, NOT JUST 
FOR FUNDRAISING

22 IVCA RIPE I XIth edition I July 2019
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There is still a very large opportunity, which 
is sitting there that is yet to be captured. 
The good thing is that we have a lot of close 
interaction with the government through 
IVCA. I am very happy to see the progress 
that is happening and things are going in 
the right direction.  I am sure we can do a lot 
more with combined efforts.

Sandeep Singhal: 
We started raising our first fund in 2006 
and at that time, there were very few global 
LPs that were thinking about India as a 
venture capital destination. It was  
2003-2004, when the stock market had 
taken off, and the question that we were 
asked was — why should we lock in capital 
for 10 years in a VC fund when we can put 
money into public markets and get  
30 per cent return year-on-year?

The biggest change that has happened 
over the last 12-13 years is that we have 
been seeing LPs coming to India, not just 
for fundraising. Any LP that comes to India 
will at least meet us to understand what 
is happening in the market, what are we 
seeing and doing, they now see this as a valid 
long-term asset class. Today, any global fund, 
whether it is pension fund, endowment or a 
family office (and across regions), everybody 

MORE AND MORE 
FUNDS ARE LOOKING 
AT MENTORING THE 
STARTUPS AND NOT 
JUST PUTTING IN 
THE CAPITAL; THAT 
IS WHAT IS NEEDED 
BECAUSE IS IN INDIA, 
WE DO NOT HAVE 
ENOUGH MENTORS

is looking at Indian VC as an asset class that 
they want to participate in.

Everybody is also looking at asset 
allocation across global markets; they are 
looking for results and that is for us to 
prove. From a country perspective, there 
are opportunities that we have seen where 
value has been created and realised; so, as 

an industry we are here to stay. That is a big 
shift, which is only increasing over time.

Sanjay Nath: 
It is a sea change from 10 years ago. IVCA 
is doing a great job of bringing in the CDCs 
to evangelize, educate and just socialize 
on how insurance funds can work with the 
Indian counterparts. And it has been a sea 
change. For example, there was not a single 
Indian rupee that went into Flipkart. So, it 
definitely has been changed. Today, we do 
have overseas capital but we will always 
continue to have domestic capital, and I 
think the government is making changes, 
which are very positive for the Indian 
ecosystem and the startups. 

Sanjay Randhar: 
GVFL has been in existence since 1990 
and has been relying on domestic pool of 
capital so far. We also raised a fund with 
almost 20 banks and financial institutions 
as LPs. But as I see today, most of those 
banks and financial institutions are either 
moving towards private equity or they are 
just not interested in this asset class. There 
is a definite need to diversify this domestic 
capital pool beyond financial institutions. 
Corporates, PSUs as well as individuals and 
family offices can be incentivized in some 
way to pool in domestic capital for VC funds. 
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Shagoofa Khan: 
What is it that all of you have been 
seeing as opportunities in terms of size, 
scale, quality, quantity, and quality of 
entrepreneurs? Also, your experience, 
learnings and what is it that you bring to 
the table when you are looking at some of 
these opportunities as a VC investor?

Srinivas Kollipara: 
We are a family office, not a typical VC fund. 
One of the trends that I am seeing is that 
a lot of family offices are coming up and 
investing into domestic startups. Most of 
the family offices are not just investing 
money; they are looking at strengths that 
they have within their core businesses. 
Mentorship is a big piece of what is coming 
up. And I see more and more funds are 
looking at mentoring the startups and not 
just putting in the capital; that is what is 
needed because in India, we do not have 
enough mentors who have been through 
the cycle of building a startup, exiting a 
startup, applying that knowledge to the 
next venture etc. 

Sanjay Nath: 
The No.1 thing is that entrepreneurship 

has become very broad-based. It is not 
just coming from IITs anymore, it is coming 
from all colleges. This is another shift. 
Overall, the quality of entrepreneurship 
has gone up tremendously. The biggest 
shift that has happened is that mentoring 
is important but equally important, are role 
models. You may not have a mentor who 

THE POINT 
OF FUNDING 
INNOVATION IS 
THAT YOU ARE 
FUNDAMENTALLY 
BACKING A PERSON 
WHO RECOGNISES 
INNOVATION

can be with you on a day-to-day basis but 
there are stories out there of how people 
have succeeded; you can take that and can 
apply to your own business.

Vikram Gupta: 
One of the biggest challenges that is faced 
is that entrepreneurs are coming fresh from 
colleges. If the business starts scaling up 
in a very short period of time, they do not 
have much experience on how to manage 
people and talent. In case of Flipkart for 
example, they grew so fast with so much 
capital, that one of the biggest challenges 
they faced was that suddenly people 
were coming with a lot of experience and 
reporting to them. They found it extremely 
difficult to manage that kind of talent. 
Therefore, you need a lot of education, 
mentorship and training at a very  
early stage. 

Sandeep Singhal: 
The interesting part about this industry is 
that in one sense, there is no training for 
this job. You look at Flipkart's exit — what 
is interesting was that outsiders know that 
India is a large market and you cannot 



afford not to be here. But the flip side 
is in terms of valuations; when people 
commit to us, they not only want to 
create unicorns but want to create a $19 
billion company. The interesting thing 
is that the role model is different today. 
Role models earlier were the services 
icons who built companies over multiple 
years. But when you are talking to a 
25-year-old, he cannot relate to that. We 
are seeing many more mature founders. 

Sanjay Randhar: 
It is not only technology that is leading 
entrepreneurship; there are a lot of 
manufacturing startups entrepreneurs 
too. We came across a company, which is 
making alternative rocket fuel. We have 
invested in another company who are into 
electro-optics and are making surveillance 
cameras with vision up to 20 kilometres. 
Those are the kind of opportunities that 
are coming up in the startup ecosystem 
now. And of course, mentoring is a big 
challenge in tier 2 towns.

Ramesh Abhishek: 
It is very clear that young 
entrepreneurs need a lot of training, 
capacity development etc. There 
are entrepreneurship development 
programmes around the country but I 
am not sure how much is the demand 
for those programmes because firstly, 
there should be a need among the 
entrepreneurs that they need these 
facilities. We need to mull over how we 
can create demand as well as supply. 
Supply should be of good quality. 
Here, industry and government should 
work together and try to work on both 
demand as well as supply side. I have 

this fear that even if you increase the 
supply, demand may not be there as 
most of these people do not realise 
that they need those skills.

Shagoofa Khan: 
How do you ensure that the 
technology, idea or whatever unique 
and niche strategies on each business 
that you are backing today, is going to 
be relevant tomorrow? 

Srinivas Kollipara: 
This is a fundamental startup question 
— how do you make sure that you 
focus on the problem? You do not 
look at the solution necessarily. If 
the problem is big enough and your 
founders have a unique perspective on 
that and how to solve it, they will stay 
relevant. The ability to keep focusing 
on the need is exactly what is required. 
And you are looking at founders who 
are flexible, continuously learning, and 
data-driven. 

Shagoofa Khan: 
Every idea is going to be a ‘Eureka’ kind 
of an idea. How do you pick or choose? 

Sandeep Singhal: 
The point of funding innovation is 
that you are fundamentally backing 
a person who recognises innovation. 
And as you said, innovation keeps 
changing. Therefore, the key thing 
that we look for in an entrepreneur is 
adaptability. The market will evolve, 
your competition will evolve, customer 
needs will evolve but are you with your 
ear to the ground listening to what the 
market is telling you and can you adapt 
to that?

Sanjay Nath: 
It is not just about having a vision but 
having the bench of the management 
team to get it executed as well. 

Vikram Gupta: 
We are in the business of investing 
in the right teams and of course, 
India offers opportunity in almost 
every sector. It is about the kind 
of conviction the team has, the 
challenges they are willing to take, 
the risks they have taken, and how 
committed and dedicated they are to 
make sure they make a difference. We 
also look at about how you respect 
the capital that is being given to you. 
Do you treat it as your own capital 
or are you just experimenting with 
somebody else's capital? 

Shagoofa Khan: 
We heard the government's vision. 
What can we do to ensure that vision?

Ramesh Abhishek: 
We, in the government, are also aware 
that we do not have all the wisdom. 
We need to learn from everybody. 
IVCA is an important stakeholder 
and so, we walk together as partners. 
The stakeholders should actually 
work with the government and we 
have done this over the last couple of 
years; we should continue to do this. 
We should have an ambitious vision 
and timebound plans about what we 
are going to achieve, and we must 
achieve them. The stakeholders must 
keep a very tight watch over what the 
government does or does not do; that 
is very important.
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THE GROWING APPETITE OF  
doMEStIC LIMItEd PARtnERS  

[ Day 1 ]

(L-R) ROHIT CHANANA - Managing Partner, Sarcha Advisors LLP 
 HIMANSHU KOHLI - Co-founder, Client Associates 

GAURAV SACHDEVA - Managing Partner, JSW Ventures 
ANJALI BANSAL - Founder, Avaana Capital 

ARVIND BANSAL - Executive Director and Head, Products and  
Advisory, Avendus Wealth Management 

GAURAV KAPOOR - Head – Inclusive Growth & Investments, DFID India (Moderator)

1,000 new millionaires have 
come up in the last year, 
almost 3 every day, which 
proves that India is getting 
richer.
- Himanshu Kohli 
Co-founder, Client 
Associates

There are fewer women 
entrepreneurs because a 
woman's chances of raising 
capital are only 1/8th of a 
man's chance. 
- Anjali Bansal 
Founder, Avaana  
Capital

Co-investment is a very 
positive concept. Our 
new fund is focused on 
collaboration with super 
sharp entrepreneurs, fund 
managers and LPs. 
- Anjali Bansal 
Founder, Avaana Capital

Credit ratings agencies 
need to be rated before 
they can rate anyone else. 
- Himanshu Kohli 
Co-founder, Client 
Associates

Alignment and 
collaboration are the words 
that come to my mind 
when I’m asked about 
Domestic LPs and PE. 
- Rohit Chanana 
Managing Partner, Sarcha 
Advisors LLP

The News Magazines are available on the IVCA Website: www.ivca.in
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INDIA: thE nEXt gRoWth EngInE

[ Day 1 ]

KEYNOTE ADDRESS:  
SURESH PRABHU  

FoRMER MInIStER oF 
CoMMERCE & InduStRy And 

CIVIL AVIAtIon

T
he startup community in 
India is one of the fastest 
growing communities in 
the world. We will have 
to ensure that they grow 
faster. One of the biggest 
impediments that comes in 

the way is capital. Global liquidity is far 
more than the possibility of investment 
into projects. Capital for this reason can 
grow at a much faster rate than project 
implementation.

Projects are normally waiting for capital, 
whereas capital is chasing the projects. 
Obviously, the one who wants to invest 
wants to make money out of it. Capital, 
once invested, has to ensure that issues 
are resolved in a way that capital can be 
serviced in a much better manner. As a 
minister for the startup community, I had 
taken it upon myself the responsibility of 
addressing the concerns of the startups 
related to some of the tax issues. I am 
glad to say that I have not only resolved 
them but have taken it to such a level that 
probably we are one of the few countries 
in the world that can claim to have a 
friendly tax system as far as the startups 
are concerned, and we will continue to 
do that.

Both startups and capital have to 
address, confront, and face issues 
related to regulations of different 
kinds. When you make investments 
into a particular sector, the regulatory 
atmosphere should be such that it will 
help to make the investment possible as 
well as allow that investment to grow. 
Unfortunately, several regulations, not 
only in India but everywhere in the 
world, have been designed in a context 
when the economy was of a different 
level and kind.

Innovation and new ideas are not 
coming out because of regulation. 
They come despite regulation. But at 
least the regulations should not be in 
such a way that they do not allow those 
ideas to grow. That is why we have been 
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constantly and personally monitoring it to 
ensure that we come out with a regulation, 
which will allow these new ideas and 
thoughts to blossom and progress. This is 
another very important area, which both 
startups and capital face together. I am not 
talking about regulation related to taxes 
but about sector regulations, which do 
not allow it to grow. That has again been a 
constant endeavour and we are trying to 
work on it.

We feel the ecosystem, legal system, 
incubators, etc. are also necessary for the 
startup community to grow. We should 
welcome and encourage rather than saying 
this is how the ecosystem should be. Let 
it evolve and develop as the industry and 
people feel it should. The ecosystem itself 
is at the perfect centre. When you offer 
an ecosystem, it is going to service the 
startups, and the process can make money 
on their own. That is why, this is again 
something, which we would like to do. 

Recently, I had launched a report on 

assessment of the startup ecosystem. 
Obviously, I feel there is much to be 
done but there is also movement in that 
direction. And while we continue to do 
this, I would like to thank all of you and 
assure you that you have a friend in the 
government who will ensure that we 
work together, and make and develop 

partnerships together.

The Prime Minister’s (Narendra Modi) 
broad vision has been that startups will 
drive future growth, because startups by 
definition try to make a break from the 
past. You have to come out with new ideas 
and new ideas can bring in growth. If you 
work with old ideas, they will continue to 
grow but not as significantly as those new 
ideas would grow in the future. We will be 
very happy to support you and would like 
to work with you.

One part is venture capital, and I think 
your association (IVCA) also deals with 
private equity. I think that is another very 
significant part of the capital that India 
is going to need for the next few steps 
because the requirement of investment 
into various sectors is going to be huge. 
We need investments in infrastructure, 
manufacturing, services and agriculture.  
So, equity would be necessary along with 
debt. But if there is no equity, how would 
the debt come? Therefore, equity has to be 

INNOVATION AND 
NEW IDEAS ARE 
NOT COMING 
OUT BECAUSE OF 
REGULATION. THEY 
COME DESPITE 
REGULATION
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the pre-requisite for project completion. 
Whatever may be the debt-to-equity 
ratio, we need equity. So, private 
equity players are going to play a very 
important and significant role.

Worldwide there is so much of liquidity 
available; the challenge is how to get the 
liquidity into product and processes, and 
particularly into India. I would propose 
to G20 leaders that on one hand, there is 
a huge capital element and on the other 
hand, there are projects, which are waiting 
for capital. So, why do not we organise 
a round table, a clearing house wherein 
project proposals can be put forward, and 
equity holders can look at them and do the 
matchmaking? I think this is something 
which your association (IVCA) should 
do. There should be a platform where 
we should try to bring both the parties 
together. We did that in Goa last year. It was 
my idea to bring all the top players in this 
field to come and participate.

We will be one of the fastest growing 
markets in the future having set a target 
for ourselves. I prepared a plan in my own 
ministry as to how to reach the $5 trillion 
mark and then subsequently, go to  
$10 trillion. We are working on many of 
these areas and to do that, this kind of a 
round table would be very useful. 

We talk about ease of doing business but I 
say, why ease of doing business? We should 
now think about ‘please of doing business’. 
‘Ease’ means you do not face problem but 
‘please’ is something different; ‘please’ 
is you enjoying doing business. What is 
important is not just to remove the hurdles 

but make it such that you would like to do 
business out of pleasure.

I have set up a committee to do two 
things – one, is to remove regulations. The 
other thing, which concerns you directly, 
is how do you bring ease of investment? 
Because when we talk of investments, it 
is private equity that is coming as venture 
capital. Whatever form you bring the 
capital in; you need Investments. Unless 
investment comes in, there will never be 
economic growth anywhere in the world. 
People can say in the US, for example, 
the bulk of the economy is consumption. 
But consumption can come only when 
somebody has invested into something 
else. Consumption can lead the growth 
but consumption has another side, which 
is investment. If you do not invest, there 
cannot be consumption. Therefore, 
investment has to precede any  
economic activity. 

Please get proactively involved in this 
idea about how to remove hurdles in the 
way of investment. It is very simple; if 
more investments happen, there will be 
more economic activity, more capital will 
be created, and then there will be more 
investments. It will be a circle, and that is 
why we need to put all of that into place. I 
am very sure India is the right destination 
for investment. You do not invest in the 
past; you always invest in the future. 

I can definitely guarantee you that India 
is not the future just because I am saying 
so. I have prepared a complete map sans 
emotion, based on real numbers. If you 
ride a growth engine, you will obviously 
reach faster. If you are going on a slow 
train, you reach the same destination, 
but if you are on a superfast train you 
will be there before anybody else.

It only depends on what you are riding. 
India is going to be the next growth 
engine of the world. It may not happen 
tomorrow but we are on our way to 
become that. India would be the largest 
contributor to the incremental energy 
consumption that happens in the world. 
Therefore, in some parameters we are 
already there and are contributing 
significantly. But in total economic 
output, India will take some more time 
to reach that stage but we are definitely 
on the way to doing that. That is why I 
request you to take advantage of this 
and am very sure we will walk together 
to make it happen. I really look forward 
to working with you.

INDIA IS THE RIGHT 
DESTINATION FOR 
INVESTMENT. YOU 
DO NOT INVEST 
IN THE PAST; YOU 
ALWAYS INVEST IN 
THE FUTURE
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FEEDING THE FUNDS:  
In FAVouR oF An FoF ECoSyStEM FoR IndIA 

[ Day 1 ]

GOPAL JAIN - Managing Partner, Gaja Capital  

(Moderator)

DENNIS KWAN - Managing Director, 

Mvision

The drawback with Fund of Funds is that 
there are multiple taxations happening and 
we need to dig deeper. There are critical 
areas that could use specific Fund of Funds 
such as agriculture, infrastructure, and 
regulations might hinder this need.  
- K. Rajaraman 
Additional Secretary, DEA
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Government has to anchor a  
quasi-investment fund and our 
objective is to have a multiplier 
for every dollar invested at two 
levels - NIIF level and portfolio 
level.
- Anand Unnikrishnan 
Head - Fund of Funds 
Investments, NIIF

Given the credibility, muscle 
power and network, when 
we look into the network 
landscape, we are held back 
by patient capital providers, 
which are required for 
startup support.
- Rajesh Ranjan 
CEO, NAB Ventures

Challenges are there like any 
other private equity firm but 
we try to combat that with 
fund structuring, it is the most 
important part to overcome 
challenges. 
- Ajit Kumar 
Managing Director, Evolvence 
India Fund

 (L-R) GOPAL JAIN - Managing Partner, Gaja Capital (Moderator) 

GOPAL SRINIVASAN - Chairman & Managing Director, TVS Capital 
DENNIS KWAN - Managing Director, Mvision 

K. RAJARAMAN - Additional Secretary, Department of Economic Affairs 

ANAND UNNIKRISHNAN - Head - Fund of Funds Investments, NIIF 
RAJESH RANJAN - CEO, NAB Ventures 

AJIT KUMAR - Managing Director, Evolvence India Fund 
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THE CHALLENGES OF BUILDING  
EVERLAStIng EntERPRISES

[ Day 1 ]

(L-R) BHARAT ANAND - Partner, Khaitan & Co. (Moderator)  

zORAWAR KALRA - Founder, Massive Restaurants

PM DEVIAH - Partner & Group General Counsel, Everstone Group 

MANISH TANEJA - Co-founder & CEO, Purplle 

PRASHANT TANDON - Co-founder & CEO, 1mg 

SANJEEV BIKCHANDANI - Founder and Vice Chairman, Naukri.com
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CHASING PRIVATE CAPITAL FOR  
IndIAn InFRAStRuCtuRE

[ Day 1 ]

(L-R) PRATIBHA JAIN - Head Funds and Regulatory Practice, NDA (Moderator) 

SUJOY BOSE - CEO, NIIF 

MILIND JOSHI - Global Infrastructure Partners, India 

DEEP GUPTA - Managing Director, MIRA India Private Limited 

DEEPAK MALHOTRA - Director – Infrastructure Transactions, CDPQ India

VINEY SAWHNEY - Finance Professor, Harvard University 

SATISH MANDHANA - Managing Director & Head of Investments, Eversource Capital 

KULJIT SINGH - Partner and Head of Infrastructure, Ernst & Young LLP
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VISION ON TRANSFORMING JOBS,  
InnoVAtIon And oPPoRtunItIES

[ Day 1 ]

KEYNOTE ADDRESS:  
DR RAJIV KUMAR  
VICE-ChAIRPERSon,  

nItI AAyog



I am actually convinced that the best 
is around the corner. You are here 
at the very right time. This is just 
the right opportunity and the right 
place to be in. The PE-VC industry 
has some great years coming up, 
and I say this because India is on 

the cusp of a major transformation. 
We are coming to that stage where 
we could manage a sustained, rapid, 
inclusive, sustainable growth in our 
country because never before have you 
got 7 per cent growth with such good 
macroeconomic numbers and stability, 
whether it is inflation or current 
account deficit and fiscal deficit. The 
government is completely focussed on 
maintaining some of those. I have been 
in the government since 1989 and I have 
not noticed that sort of combination 
happening. 

The structural reforms that have been 
taken are now formalizing the economy, 
making it more transparent, thereby, 
linking this huge informal sector into 
the mainstream. Now the demand for 
access to credit, technology and market 
is going to burst exponentially on us. 

I was looking recently at some MUDRA 
numbers; admittedly a very small 
sample. There were businesses which 
were coming up and for the first time, 
the Indian economy will expect to be 
connected much more with global 
and regional production chains and 
networks. They will all demand and 
require this leg-up and hand-holding, 
which this industry provides in very 
large measures. 

Let me say we are onto a trajectory shift. 
If you do the maths, for example, credit 
to GDP ratio is abysmally low in our 
country; household to GDP loan gain 
is about 12 per cent. The maths tells us 
that we have about 200 basis points of 

growth somewhere hidden, which will 
now come through because of the work 
that is being done in the last few years 
and especially in the last four years. 
The Prime Minister's (Narendra Modi) 
focus has been on efficient delivery of 
public services and good governance 
i.e. a government that is transparent, 
accountable, parametrically-driven, and 
not person-specific. 

So, this particular change is upon us. 
I think you will see that this happens 
increasingly across different ministries 
and finally, in states. I know that the 
ranking of the states on ease of doing 
business is now shifting to a perception-
based survey of ease of doing business. 
So far, the rankings were based on 
what you did with official rules and 
regulations. But if you shift to an 
investor perception-based survey, that 
will change things. We, at Niti Aayog, are 
trying our level best to do competitive 
federalism or democratic dividend. 
Finally, India will be in a position to 
derive its much-needed democratic 

dividend as we shift from competitive 
populism to competitive good 
governance.

Along with this, the government is now 
fully cognizant of this industry and its 
contribution. Twenty years ago, when I 
was with the government, this industry 
did not exist in India; the government 
had a blind spot towards the PE-VC 
industry. But now as you can see, we 
have continuous engagement with SEBI. 
You have the government listening to 
you   — the recent operating guidelines 
for AIFs that were announced, the 
exemption of a category from angel tax 
etc.   — just to show that the government 
now finally recognises the role that the 
industry plays.

I want to leave some things as food 
for thought. First, you need much 
more on-shoring of the industry. 
That is really required. I do not know 
the answer to what should be done 
to bring it on-shore; I await your 
suggestions and promise to pass them 
onto the right people if you do give us 
the feedback. 

Second, there is this image that is 
carried forward that you only look 
to the ultra-modern sectors of the 
economy. The large majority of 
the funds and the AIFs do look at 
only niche players. Now coming to 
infrastructure — if you even look at the 
contribution of the VC-PE, AIF industry 
to infrastructure in the last five years, I 
can tell you that you can do much more 
than what you have done. 

Public-private partnership has now for 
some reason lagged behind than what 
it was earlier. It went through a period 
of boom and also left behind a huge 
mess. Now it has taken a backseat and it 
is time to bring it back and upfront. That 

THE STRUCTURAL 
REFORMS THAT 
HAVE BEEN 
TAKEN ARE NOW 
FORMALIzING 
THE ECONOMY, 
MAKING IT MORE 
TRANSPARENT
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public-private partnership will be driven by 
you. Therefore, you need to tell us what is 
required to be done in order to take away 
the moral hazard that people see in it. 

Third, the image of the industry has 
been ultra-professional, having laser line 
focus on the bottom line. I think that is 
something, which needs to be changed. 
When will this industry begin to pay 
attention to not one but more than one 
bottom line as well? How will this industry 
help to nurture social entrepreneurs in the 
country? 

This is the key going forward because the 
real growth is in those industries, which 
use more than one bottom line. And it is 
for you to discover that rather than be seen 
as people who easily dismantle an existing 
industry if it does not meet your bottom  
line criteria.

My own selfish interest is that I hope you 
work more closely with the incubation 
centres. The Atal Innovation Mission has 
already funded 21 incubation centres. We 
are in the process of funding 50 centres 
by the end of this financial year, and 
want to take it up 100. The cabinet has 

also approved Rs 1,000 crores for the Atal 
Incubation Mission. I want to assure you of 
the government's emphasis on innovation 
and on creating an ecosystem, which is 
innovation-driven; an innovation system 
that will encourage innovative products and 
improve the abysmally low R&D expenditure 
in the country. 

Why is it that Indian companies do not 
do product innovation? Why do not we 
even do process innovations? Maybe 
you can drive that as well. Perhaps, you 
are the people who can say that you will 
help those companies that are into the 
innovative ecosystem. And that, I think,  

will be a huge help.

Finally, new technology, industry 4.0, 
automation, the rate at which cost of 
information is coming, the rate at which 
you can get intelligence through your 
computers etc. means that the nature of 
enterprise will change. Could you be in 
the business of precision lending? Because 
that would mean that you encourage 
self-employment in a very big way. The 
future in this country is very small but 
very effective, globally-competitive, self-
employed people and not those who are 
seeking wage employment or salaried 
employment. That is a trend that has 
already begun. They need all the help 
they can get in terms of access to finance, 
markets, technologies, experience, how 
to run firms, etc. This is the time to bet on 
these people. If you do take a chance on 
this set of young innovators and look at 
sectors which so far have not been looked 
at, such as logistics, agriculture, agri-
processing, etc., you will contribute greatly 
to the ‘sweet spot’ which India is in. The 
golden period that will grow at least 8 per 
cent for the next two decades and that is 
what we are aspiring and working for.

YOU NEED MUCH 
MORE ON-SHORING 
OF THE INDUSTRY. 
THAT IS REALLY 
REQUIRED
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[ Day 2 ]
KEYNOTE ADDRESS:  
HEMANT CONTRACTOR  
ChAIRPERSon, PEnSIon 
Fund REguLAtoRy And 

dEVELoPMEnt  
AuthoRIty (PFRdA)

EVOLUTION AND 
TRENDS IN   
PEnSIon Fund  
InVEStMEntS



WE STARTED 
FUNCTIONING FROM 
2004, WHICH WAS A 
WATERSHED YEAR 
IN THE HISTORY OF 
PENSION FUNDS IN 
INDIA

A
t the outset, I would like 
to thank IVCA for having 
me here. I would like to 
compliment the venture 
capital and private equity 
industry for a year of 
great performance and 

achievement. 

If you were to describe the journey of the 
pension sector so far, it would be a story of 
gradualism. We came into existence in 2004 
with the setting up of the Pension Fund 
Regulatory and Development Authority 
(PFRDA). Although, initially we did not 
function as a statutory body because the 
law was passed only about 8-9 years later. 
But we started functioning from 2004, 
which was a watershed year in the history 
of pension funds in India. That is when the 
government made significant changes in the 
pension industry and it moved away from 
the earlier ‘pay as you go’ system to a defined 
contribution pension system. It was a major 
step because it involved lakhs of government 
employees having to now contribute towards 

the pensions. Earlier this was not the case; 
all the pension given to the government 
employees were from the government 
budget, and there was no contribution 
made by the employees. Clearly, the earlier 
system was proven to be very onerous and 
burdensome for the government. So, the 
switch to a contribution system had to be 

made and was done in 2004. 

Initially, the pension that we handled 
started off with contributions made by the 
Central government employees and later 
on, the state government started joining 
us one by one. Today, we are in a position 
where all the state governments barring 
one are part of the National Pension 
System and we are hopeful that the 
remaining one will also join us very soon. 

Since we started with the Central 
government employees, there was also a 
conservatism in our investment approach 
built-in right from the beginning. This was 
the first time that government employees 
had to contribute towards pension and the 
government (very rightly) wanted to have 
a safety-first approach in the investment 
policies that we were asked to adopt. This 
was due to the newness of the whole 
thing and the fact that many government 
employees were not very familiar with 
financial markets. Therefore, to get the 
contributory pension on a stronger note, it 
was thought that risk should not be 
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taken 
at the 

initial 
stages. 

The thinking 
was to let the 

system stabilize 
and then to start 

looking at taking 
on slightly riskier 

instruments. So, we 
began with the traditional 

investments like government 
securities, corporate bonds and 

equities, and that has continued 
for a long time with the government 

investments. Later, the National Pension 
System got opened to the private sector 

as well. In 2009, we opened the doors for 
the first time to private sector subscribers 
and that is when the changes started 
taking place in our investments. 

For the private sector subscribers, we were 
able to offer much wider choices than were 
available to the government subscribers. 
Ever since 2009, the investment policies 
have been loosened and relaxed to 
accommodate more and more instruments. 
And in 2016, we took the decision to 
include private equity and venture capital 
funds also in our financial instruments. 
The considerations behind looking at 
investments in private equity and venture 
capital was that these investments would 
enhance the portfolio diversification and 
would also reduce the dependence on 
traditional assets of bonds and equities. 

Although the doors have been opened, 
we do not see much investment actually 
taking place. I will come to the reasons 
why this has happened. The way we are 
structured is that we are the regulator for 
the pension industry, and we lay down the 
investment policy framework. The actual 
investments are done by professional 
fund managers who are appointed by us. 
We lay down the policy and the actual 
day-to-day investments are made by the 
fund managers, and we give them a free 

hand to operate within the framework 
that we lay down. So, the ultimate call 

on whether an investment should be 
made in a private equity fund or a 

venture capital fund, is that of 
the pension fund managers. 

It is they who need to be 
convinced about making 

investments of this 
nature. 

There are a lot 
of challenges 

in getting 
them to 

do this 
because investing in a PE-VC fund is quite 
different from traditional investments. 
The pension fund managers need to be 
convinced and that is something which we 
have taken up with IVCA in the past as well. 
The fund managers need to be explained 
properly about the benefits of investing in 

this asset class. They are not going to take 
the call unless they are properly convinced 
about this. As a regulator, we do have strict 
due diligence requirements in investments 
that are made by the pension fund 
managers and we would expect them to 
look at all aspects of investments in PE-VC 
funds. 

Basically, we would expect them to look 
at the people risks, the process risks, the 
performance risks, etc. very clearly before 
they make an investment in PE-VC. That 
is where the industry needs to do a little 
more. Some hand-holding of the pension 
fund managers is required in making 
them aware of the need to invest in PE-
VC, issues which arise while assessing 
the performance of fund managers of 
PE-VC funds, how to assess the risk arising 
from processes adopted by them, and 
how to assess the managerial capability 
and expertise in these funds. These are 
issues, which need to be addressed by 
the industry and I think once that is done, 
you will see investments coming into the 
sector. But so far, like I said, not much has 
been done. 

FOR THE 
PRIVATE SECTOR 
SUBSCRIBERS, WE 
WERE ABLE TO 
OFFER MUCH WIDER 
CHOICES THAN 
WERE AVAILABLE TO 
THE GOVERNMENT 
SUBSCRIBERS
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The other thing that I want you all to make 
a note of and take up with the government 
is that although currently, we have allowed 
investments in PE-VC, it is restricted only to 
the non-government sector. The problem 
here is that the non-government sector 
accounts for only 15 per cent of our total 
AUM. We have an AUM of about  
Rs 3 lakh crores and about 15 per cent of 
that is attributable to the non-government 
sector. 85 per cent of the funds that we 
manage are still of the government, and 
the government has still not come around 
to the issue of permitting investments to 
be made in PE-VC. We have taken it up 
very strongly with the government and I 
have made out a case for the government 
funds also to be invested. But so far, they 
have been very steadfast in their view that 
this kind of relaxation is not in the best 
interest of government employees. This 
is something which needs to be taken up 
very strongly with the government by  
the industry.

There are some feelers that the 
government is reviewing these things. In 
December (2018), the government made 

some relaxations in our overall investment policy for 
government funds. Earlier, it was a very rigid structure 
that the government adopted. But now they have given 
a choice to the government subscribers, which is again 
a major change. We pursued with them for about 2-3 
years in this matter and in December last year, they 
issued this notification for permitting government 
subscribers to exercise these choices.

The first step towards relaxation of investments 
has already been taken by the government. 
If this issue of permitting investments in 
PE-VC is also taken up aggressively, then 
we might see some progress in this 
direction. These are some of the 
thoughts that I had on the pension 
investments in India and more 
notably, in the PE-VC space. Like 
I said, there are some issues 
to be tackled before we can 
see a real surge in inflows 
in the PE-VC space and 
I would urge the 
industry to look at 
this a little more 
closely.
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[ Day 2 ]

LOOKING FOR ALTERNATIVES:   
PEnSIon FundS And InSuRAnCE CoMPAnIES

A
n insightful discussion 
was held on the role 
of pension funds and 
insurance companies as 
the largest institutional 
investors in the private 
equity space globally. 

The speakers talked about the difference 
between Canadian pension funds and the 
Indian system. The lack of security nets in 
India that leads to in-built conservatism 
in the public, was also discussed. It was 
acknowledged that it was necessary for 
people to understand that investing in PE-
VC funds is not as risky as it might appear 
in the first glance. 

(L-R) GOPAL SRINIVASAN - Chairman and Managing Director,  
TVS Capital Funds (Moderator)  

KUMAR SHARADINDU - Managing Director and CEO, SBI Pension Funds 
HEMANT CONTRACTOR - Chairperson, Pension Fund  

Regulatory and Development Authority (PFRDA)
ANITA GEORGE - Executive Vice President, Strategic  

Partnerships - Growth Markets, CDPQ India  

Gopal Srinivasan: 
How do we get pension money  
to AIF I to AIF II? Anita, may be you can 
talk of the Canadian model. 

Anita George: 
It has been an evolutionary journey for the 
Canadian pension funds. If we look back 
to the 1980s, the Canadian pension funds 
were mainly focused on domestic investing 
in domestic government bonds, mostly 
within their geography or at best, North 
America. They were driven by the fact that 
the regulatory framework allowed them to 
do just that. 

It is a three-tier pension programme, where 

tier 1 is what individuals and corporates do 
by themselves; that is voluntary and not 
mandatory. Tier 2 is where people such as 
CDPQ and CPPIB come into play, which is 
the mandatory defined benefits schemes. 
The third tier is more like social security, 
which covers most of the population. 
Between the three tiers, people have about 
70 per cent of their income as pension, if 
not more.

Evolution took place followed by certain 
key regulatory changes. One very 
important regulatory change was to cut 
the umbilical cord between the owners of 
these pension funds, which in the case of 
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CPPIB, was the federal government. The 
provincial governments allowed that these 
entities despite their ownership would 
be run independent. The governance was 
strengthened and made very focused 
on professionals who had experience in 
the sector or deep domain knowledge in 
investable sectors. The second was to hire 
in-house management teams. 

One difference with the Indian approach of 
outsourcing to private pension funds was a 
deliberate decision to have in-house talent; 
and talent is paid market salaries as well 
as bonuses. It is heavily scrutinized, so, it is 
always a point of controversy and debate. 
The third difference is the geographic 
diversification which was allowed. This 
came in the 90s when pension funds were 
allowed to go outside of Canada.

In addition to geographic diversification, 
there was asset class diversification; 
moving out of government bonds to other 
asset classes, including listed stocks, private 
equity, infrastructure, and real estate. And 
the move has been towards the illiquid; 
we have seen that the rates of returns have 
been higher.

Given how well private equity has done for 
the pension funds, there has been more 
of a push for CDPQ. 14 per cent of assets 
under management are invested in private 
equity, both direct and through funds. 
We have more demand and are holding 
back because we do not want it to be too 
skewed. 

Gopal Srinivasan: 
How does the money flow at an individual 
subscriber level? What are the practical 
issues of making the 2 per cent of even the 
private pool which is about 10 per cent of 
the size of the Fund of Funds? What are the 
challenges in operationalizing the  
Rs 1,000 crore pool? 

Kumar Sharadindu: 
Over the years, the regulator has been 
liberalising the investment norms and 
part of that is, permitting investments in 
alternate investments, which contain quite 
a few instruments where it can be invested, 
including PE-VC. However, the maximum 
that is permitted for a subscriber to choose 
as investment in alternate investments is  
5 per cent of the total 100 per cent  
money pool.

The first problem is it is still considered 
esoteric by the majority of the citizens 
of the country. You need to popularise 
it, so that it makes sense to the future 
pensioner to subscribe to this item. Even 
if everybody chooses 5 per cent, it will be 
a big sum but very few people choose this 
as an investment vehicle for their pension 
industry.

It is a very small percentage of the total 
pool that we have. However. whatever 
small amounts we have, if we decide to 
choose to invest in alternate investments, 
there are regulatory issues there. Of course, 
it has been pointed out that it has been 
getting relaxed but as far as PE-VC industry 
is concerned, you have to be listed. You also 
have to be minimum ‘AA’ rated. I am not 
aware of any PE-VC funds that are listed. 
In fact, it will not make sense to list them 
for the simple time horizon that they have. 
Primarily the challenge would be the listing 

ONE DIFFERENCE WITH 
THE INDIAN APPROACH 
OF OUTSOURCING 
TO PRIVATE PENSION 
FUNDS WAS A 
DELIBERATE DECISION 
TO HAVE IN-HOUSE 
TALENT; AND TALENT IS 
PAID MARKET SALARIES 
AS WELL AS BONUSES

and the rating requirements.

Gopal Srinivasan: 
Mr Contractor, what should be the 
roadmap for us, as an association, to  
work on?

Hemant Contractor: 
When you talk about investments by the 
pension sector in India, one thing you 
need to keep in mind is that India is very 
different from countries like Canada and 
Australia where the social security setup 
is very strong. We do not have a special 
social security setup at all here. Pension is 
the only source of fund for people in their 
old age. The government does not support 
anybody in their old age except if you are a 
below poverty line member. A person who 
is absolutely of poor means can hope to 
get about Rs 500-600 pension after the age 
of 60. This is the only safety net available 
to people in their old age. Other than that, 
they have to fall back on their own meagre 
savings.

That is why there is an in-built conservatism 
in the Indian public to dabble in slightly 
more risky assets because this is their only 
safety net. Obviously, they will be more 
safety conscious and conservative in their 
approach. One has to keep this in mind 
before one can start talking about getting 
people to invest in slightly risky assets like 
PE and VC, because this is playing with their 
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future. That also explains the reason why 
we have not seen too many people taking 
to alternative investments; although, we 
opened it around two years ago. This is the 
harsh reality. It will take time for people 
to get around to invest in these kinds of 
assets. It is a game of patience.

Gopal Srinivasan: 
Anita, if magically you were a pension 
manager in India, what would you do 
to make higher reels available to the 
pensioners?

Anita George: 
I still think 85 per cent in government 
bonds is a huge percentage even if we 
were to lose on that a little bit to make 
it more open to investments. We are not 
saying put everything into PE-VC. In fact, 
the average for PE-VC investment from 
pension funds globally is about  
10 per cent. Then you have other asset 
classes like infrastructure and real estate 
sector which takes care of some of it. But 
even in the Canadian system, the bulk of it 
is still in liquid assets and not so much in 
alternatives. It is a matter of being prudent 
but at the same time innovating. The real 
rate of return that Indian pensioners are 
earning is not very much. When you think 
that they are putting their life savings into 
this system, it says that something needs 
to change so that we can get that return 
without putting too much at risk. 

Gopal Srinivasan: 
As a GP, I would like to point out that the 
10 per cent of pensions is about  
40 per cent of the global pools of PE-VC. It 
is very asymmetrical in that sense. Kumar, 
if you are the regulator what are the 
changes you would make?

Kumar Sharadindu: 
We have to understand the right 
perspective, analyse the Canadian pension 
funds or the American pension funds 
where the fund manager decides the asset 
allocation. Unlike that what we have here 
is the subscriber who chooses the asset 
allocation. Now that is a huge shift in the 
basic premise itself; rather than being in 
the hands of the asset manager it is in the 
hands of the subscriber.

Anita George: 
It is not exactly right because in the 
Canadian pension system, the people, 
who are called the depositors, contribute 
into a pension plan. The pension plan then 
decides the allocation across the different 
asset classes. The fund managers have 
investment policies for each asset class, 
which make it clear what we are going to 

YOU NEED TO TALK 
TO THE GOVERNMENT 
ALSO AND GET 
THEM TO CONSIDER 
PUTTING SOME 
MONEY IN PE-VC AS 
IT HAS BEEN DONE IN 
THE CASE OF THE  
NON-GOVERNMENT 
FUNDS

invest in. An aggregation of the individuals 
will decide the allocation. 

Gopal Srinivasan: 
Hemant, as the Chairman of PFRDA, lay 
out for the IVCA and GP community what 
should be our point agenda for the next 
three to four years? 

Hemant Contractor: 
The major challenge is one of awareness 
creation. People need to understand 
that investing in private equity and 
venture capital funds is not as risky as it 
might appear at first glance. Whatever 
education you give, has to be backed by 
empirical data and historical research that 
substantiates arguments. People have to 
be convinced that this is a good thing to 
get into. Once that is done, a major hurdle 
would be crossed. 

Secondly, you need to talk to the 
government also and get them to consider 
putting some money in PE-VC as it has 
been done in the case of the  
non-government funds. You need to take 
that up with the government. Then you 
need to talk to the pension fund managers 
because at the end of the day, they are the 
ones who decide where the money goes. 
Although, the subscribers do opt for these 
asset categories, the actual investments 
within the categories are done by the fund 
managers. You do need to explain to them 
how investments have to be made, what to 
monitor, what to control. 

We will have a look at operational issues 
like listing and rating. If it is an obvious 
obstacle, then we will have to settle 
that. We will also have to re-examine the 
switching option, otherwise it will not  
take off.
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[ Day 2 ]

ONSHORING THE OFFSHORE:  
IndIA on RAdAR

(L-R) SIDDHARTH SHAH - Partner, Khaitan & Co. (Moderator)  
AMIT DABAS - Vice President, HQ Capital  

DIPESH SHAH - Chief, GIFT IFSC 
PHILIPPE SERRES - Regional Manager – South Asia, Proparco  

NUPUR GARG - Regional Lead - South Asia, PE & VC, IFC 
TUSHAR SACHADE - Partner, PwC India  

 CRAIG GIFFORD - Portfolio Director, Asia Funds, Funds and Capital 
Partnerships, CDC Group 

T
he Government of India aims 
to make the International 
Financial Services Centre 
(IFSC) compete with other 
offshore destinations such 
as Singapore and Mauritius. 
The panel highlighted 

three pillars that are very important for 
the functioning of IFSC — competitive 
tax regime, corporate law and dispute 
resolution. Panellists mulled various 
other imperatives which the government 
and policymakers should focus upon 
to make IFSC at par with international 
finance centres. The importance of tax 
transparency, international arbitration in 
IFSC, and the vital role of clarity of taxation 

were also highlighted. 

Siddharth Shah: 
How do you see India emerging, any 
strategies which have evolved in the last 
12-18 months? 

Amit Dabas: 
I am from HQ Capital and we are an asset 
management firm, managing around  
$12 billion in assets on the private equity and 
real estate side. We invest into fund managers 
in India and also in other places in Asia. We 
have been very active in India and have been 
investing here for over 15 years. We generally 
invest into one or two fund managers every 
year, both on primary basis and secondary 
investments as well as co-investments.

Philippe Serres: 
We have total commitment in India for 
around €600 million since we started 
operations here 10 years ago. We are 
always going to follow our mandate 
for India, which is to focus on resource 
efficiency i.e. waste management, water 
management, recycling, the whole 
ecosystem on resource and green growth. 
We will also continue working in social 
inclusion, which means social sectors 
such as healthcare, education, financial 
inclusion, and agri-business.

Nupur Garg: 
IFC is a part of the World Bank Group and 
as far as India is concerned, IFC in sync with 
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WITH THE 
INTERNATIONAL 
FINANCIAL SERVICES 
CENTRE (IFSC), ONE 
THING HAS EMERGED 
VERY CLEARLY, THAT 
WE, IN INDIA, RIGHT 
NOW ARE IN CURRENT 
ACCOUNT DEFICIT IN 
TERMS OF FINANCIAL 
SERVICES

the World Bank has identified a couple of 
themes that it wants to focus its investments 
on. Those themes include inclusion, which 
is broad enough to cover access to finance, 
healthcare, education, sustainability, and 
connectivity, which then translates into 
something like logistics. The fourth theme 
for IFC is innovation, disruption and the use 
of technology. As far as the fund strategy 
goes, IFC is one of the most active investors 
in emerging market private equity. Globally, 
we have close to $3 billion in our active 
portfolio and 300 active funds and our 
primary strategy focuses on growth equity. 
We have a wide spectrum; we go all the way 
from lower middle market to midcap. We 
also have pockets for venture funds, very 
specialised focus on sector funds, and other 
niche strategies.

Craig Gifford: 
CDC has invested $5 billion of AUM globally 
and committed over $2 billion to Indian 
private equity funds across 50 funds. Going 
forward, we are going to increase focus 
on trying to direct capital towards under-
served states where capital flow has not 
gone. We will also focus on certain key 
development sectors such as infrastructure, 
affordable housing, agriculture, healthcare, 
and education.

Siddharth Shah: 
Where is IFSC in its evolution and where 
does it stand today?

Dipesh Shah: 
Over the last few years, we, as an institution 
in India, have mastered the skill to actually 
take the business outside India and do it 
more efficiently. And probably that has 

taken us quite some time. There were more 
than 100 financial centres across the globe 
and India was not figuring in that list. But 
with the International Financial Services 
Centre (IFSC), one thing has emerged very 
clearly, that we, in India, right now are in 
current account deficit in terms of financial 
services. So, we import more financial 
services than we export them. This anomaly 
is because we have efficiently figured out 
the ways of doing it and probably the 
other centres outside have figured out 
more efficiently as to how to plug the gaps, 
which exist in India. 

Today, we are sitting on an opportunity 
that has been highlighted by the 
Government of India in its report that  
$120 billion of international financial 

services will be passed on to other financial 
centres if India does not step up. In 2015, 
GoI launched international financial 
services regime in India and just like any 
other key policy changes, it has its own 
challenges because you have to plug all the 
loopholes before it becomes operational. 

We figured that three pillars were very 
important. One, was the competitive tax 
regime, second, was the corporate law, and 
third, was dispute resolution. The three 
pillars were considered very important and 
we worked with GoI. We are happy to inform 
that all three pillars have been plugged into 
the IFSC zone in GIFT City now. 

In IFSC, we have around 125 licensed 
companies and 12 Indian banks doing 
around $18 billion of transaction, which is 
mainly doing offshores, giving  
dollar-denominated services sitting  
in India. 

Siddharth Shah: 
The tax changes that Dipesh mentioned, 
Tushar, what are the items that remain on 
the wish-list?

Tushar Sachade: 
When we started working with SEBI, we 
thought the first step would be to get the 
regulator to come out with the guidelines 
because unless there are operational 
guidelines, there is no discussion on 
structure possible. Thereafter, we started 
work on the other changes required 
because the idea is how do you onshore 
the offshore? Today, there are so many fund 
managers sitting in Singapore, Mauritius, 
Ireland, Luxembourg etc. If you ask them, 
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they would like to be near the deals. The 
journey started from there.

Thereafter, the idea was to replicate a 
structure, which looks like a Singapore or 
Mauritius structure out of the GIFT City. 
When we had gone through that, there 
were certain issues that we identified, 
and I must say that GoI and the regulators 
have been very pragmatic and have been 
moving very swiftly.

Siddharth Shah: 
Are there certain key expectations that 
you see for IFSC to become a competitive 
international finance centre?

Amit Dabas: 
The regulations should be clear; that is 
very important. One question that I have 
for them is, does a GP need to go to GIFT 
City and set up an office in addition to their 
Mumbai or Delhi office?

Dipesh Shah: 
We get this question every now and then, 
as to what would be the requirement 
of the manpower. We put it this way — 
we have seen the guidelines of other 
financial centres and they do mandate 
a certain number of commercial and 
employee commitment. People started 
in a reasonable way with the type of the 
business that they were envisaging. As 
they expanded, they kept on increasing 
their size to match the business they were 
trying to generate. So, there is no black and 
white answer but the idea is that it should 
be reasonable operations. Yes, there would 
be an officer requirement in terms of that 
zone because at the end of the day, GoI is 
giving incentives to generate business and 
employment. That is the mandate and you 
do not want to a booking centre. 

According to people who are operating 
there, the GIFT City as a zone is at least  
40 per cent cheaper than any other 
financial centre.

Siddharth Shah: 
Philippe, any thoughts on what you 
expect out of it?

Philippe Serres:  
Apart from the tax transparency, it is quite 
clear that it is important for us to have 
clarity on the tax compliance and not 
being forced to file returns. Second, the 
whole ecosystem of service providers in 
jurisdiction would be able to provide the 
typical services that we expect in terms of 
lawyers, custodians, administrators, who 

are fully familiar with the regulation of the 
jurisdiction.

Nupur Garg: 
My biggest question was why should 
an offshore investor choose GIFT City 
over Singapore? What is the tangible 
advantage? And yes, there is this thing 
about being closer to the market etc. 
but the offshore investor is just sending 
capital, which can sit in any bank account. 
So, creating an offshore vehicle in GIFT 
City revives the co-investment structure 
because that is when the GST advantage 
really comes into play. It is very new to me. 

For IFC, tax transparency is very important 
and we have thorough review of any 
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IF THE GOVERNING 
LAW IS STILL GOING TO 
CONTINUE AS BEING 
INDIA, THAT COULD 
BE A DETERRENT 
FOR INTERNATIONAL 
INVESTORS WHO 
ARE MORE FAMILIAR 
WITH THE WESTERN 
JURISDICTION

pooling jurisdiction and that is a very 
important criteria for us even if we 
are evaluating the overall structure. 
Establishing IFSC as appropriately 
tax transparent and following all the 
international best practices would be very 
important as well. 

The other thing that I picked up on was 
on international arbitration. I am not sure 
how the governing law is going to work 
because if the governing law is still going 
to continue as being India, that could be 
a deterrent for international investors 
who are more familiar with the western 
jurisdiction.

Siddharth Shah: 
Just quickly shifting gears to AIFs. Craig, 
where do you stand in terms of your 
preference today, in terms of having 
traditionally used offshore feeders to 
come into the onshore AIFs?

Craig Gifford: 
Our preference is slowly changing to 
investing directly into the AIFs within India. 
That is partly the previous advantage of 
investing through the offshore and we are 
also liking the increasing domestic capital 
coming to these funds. 

Siddharth Shah: 
Nupur, how has your experience been of 

onshoring capital through AIFs?

Nupur Garg: 
Honestly, we do not have a firm view 
yet. We are being very well advised. The 
primary factor for IFC’s decision is that 
we have tax immunities and they will be 
recognised if we come into the domestic 
onshore vehicle, but they will not be 
recognised if we pool in the offshore 
vehicle. 

Given that we are tax immune across the 
world, we do not file tax returns; if we have 
a tax deduction then that is an expense for 
us. That does become a predominant factor 
towards driving a decision towards pooling 
onshore. It is a factor that is very specific 
to IFC but if I take out that tax immunity 
part, we are still not 100 per cent sure that 
onshore is the route for us to go. There 
are a lot of nuances to these decisions 
and it is not straightforward. The other 
practical aspect is stamp duty, which can 
be fairly substantial if you are thinking of 
committing a $20-40 million.

Philippe Serres: 
Our level of thinking about going onshore 
is not so advanced so far. We know that 
there is a clear tax advantage. There are 
other things to look at like arbitration and 
Indian law for us is something that has to 
be looked at very carefully because we 
tend to prefer more familiar laws such as 
English laws. I would say that we are open 
to look at that; we have not been given the 
opportunity but why not!

Dipesh Shah: 
It is we who created Mauritius and 
Singapore and it is time for us to step up 
and create our own financial centre, much 
better than what we have created outside, 
and let others come and connect with us.
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SUBHASH CHANDRA GARG  
FoRMER SECREtARy, 

dEPARtMEnt oF EConoMIC 
AFFAIRS & nIShIth dESAI, 
FoundER, nIShIth dESAI 

ASSoCIAtES

Nishith Desai: 
I would like to congratulate you on carrying out the 

privatisation of six airports. Will the recycling of  
government-owned infrastructure continue?  

Which sectors are next?

Subhash Chandra Garg: 
They are not exactly privatization. We are not 

selling those assets but there is a 50-year 
concession, along with development of 

not only the non-aeronautical side but 
also the city side. That is quite a well-

structured transaction. 

The response we received 
was phenomenal. We got 

multiple bidders for each 
of the airport; 35 bids 

for 6 airports. The 
market also 

realized that 

the bids are highly competitive and very 
good. 

This ties in very well with the government’s 
now clear recognition and priority that we 
should be able to recycle brownfield assets. 
On the road side, that transaction was done 
last year at TOT.  We have not got other 
transactions done but that is on course. 
The privatization of this transaction on the 
airport side happened. A very close look is 
being given to all public sector assets and 
very soon, more and more assets would be 
brought in.

We see this as an effort to take the 
investment out and then use that for fresh 
investments. Since we are a capital deficit 
country, this monetization or recycling, 
offers you a very good opportunity to 
increase your capital.

AIFs: An EVoLVIng SPACE  
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Nishith Desai: 
You played a major role in NIIF and it was 
wonderful to be working with you. How 
do you see NIIF coming up?

Subhash Chandra Garg: 
NIIF is truly an expedient where the 
government plays a pioneering, sponsoring 
role in getting equity capital into the 
country. And the government deliberately 
uses a private sector controlled and 
functional organization to deliver that goal. 
You would have seen this very carefully 
crafted institution. The government will 
put in a substantial amount of equity, 
close to Rs 20,000 crore but will take only 
49 per cent stake. And then it becomes 
privately and professionally managed. 
It also capitalizes on the AIF structure 
where real investments are made by the 
real professional investment managers. 
So, the government not only contributes 
substantial equity, but lets the institution 
be run by private professionals and the 
investment decisions are completely made 
by professional investment managers. 

We have got on with several good 
transactions, which have happened. It has 
matured; things are now coming up more 
and more. Incidentally, it also participated in 
the airport transaction; it is shaping up very 
well. You have rightly recognized that many 
institutions across the world are recognizing 
that this is coming up. We have also got very 
big names coming up as equity owners and 
contributors to the NIIF. And some more are 
expected to come very soon.

I think this is a very good model which will 
meet all objectives of getting equity capital 
into the private enterprises; government 
leveraging this institution to make more of 
equity investment available. That $3 billion 
will probably be able to catalyze something 
like $18-20 billion of equity investments, if 

you take all kinds of leverages. 

Nishith Desai: 
Government is going to put about  
$2 billion and government is a GP. In 
normal circumstances, GP will put  
2 per cent and 98 per cent is raised. How 
much can we raise if it were 2 per cent 
commitment? 

Subhash Chandra Garg: 
Simple - fifty times.

Nishith Desai: 
We have an opportunity to leverage so 
much of it through the AIF structure. 
Another interesting thing that is coming 
up is that the government is working 
towards liberalizing the AIF, InvIT and 
REIT regulations. How do you see the AIF, 
InvIT and REIT regime unfolding?

Subhash Chandra Garg: 
Here, SEBI is the principal interlocutor, 
which actually regulates the AIFs and 
comes up with a response to the industry’s 
genuine needs. So, every time any issue 

has been brought to the notice of SEBI 
and the government, SEBI has responded. 
This includes the recent one where the 
regulations for InvITs have been again 
changed. A lot of pension funds came up 
to say that this requirement in the unlisted 
fund of minimum five, does not really make 
sense for us. They said that it increases their 
cost of doing business. SEBI has responded 
by doing away with that requirement. 

We are waiting for the first REIT to come into 
play. Hopefully, it will come soon and that 
would set the stage in India for these kinds 
of vehicles to be scaled up and multiplied. 
We need enormous amount of capital and 
infrastructure, and these are the vehicles, 
which, if properly set up and regulated, can 
bring a lot of capital.

Nishith Desai: 
How can we onshore more and more of 
the offshore funds to India? 

Subhash Chandra Garg: 
We have tried to respond to quite a lot of 
these things and a number of them have 
been resolved as well. I hope we realise that 
whenever you start out, in the beginning, it is 
the most difficult phase and growth is small. 
As you become more standard, it just picks 
up. You are at that critical stage where this 
industry is now going to come into its own. 

I entirely agree with this objective of 
on-shoring fund management and fund 
managers in the country. You have rightly 
acknowledged that there has been 
tremendous development. 30 years ago, 
nobody knew that there was such a discipline 
or profession available in the country. 

The fund industry has a significant presence 
of Indians in the US. So, the logical question 
to ask is — If the Indian diaspora is 
successfully managing the fund industry in 
the US, what will it take for them to come and 

SINCE WE ARE A 
CAPITAL DEFICIT 
COUNTRY, THIS 
MONETIzATION OR 
RECYCLING, OFFERS 
YOU A VERY GOOD 
OPPORTUNITY TO 
INCREASE YOUR 
CAPITAL
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manage it from India? The Indian economy is 
growing and needs investment. In any case, 
the investments are going to take place here. 
Logically, investment management from here 
should be more preferable and easier. My 
take is that it is moving but you would like 
this pace to be quickened. 

In GST, I think one question which we will 
need to answer is that a fund manager 
managing in India gets a different treatment 
and getting foreigners’ money is getting a 
different treatment. That is unequal on the 
other side. How do we resolve this? One 
suggestion which you made was if the rate 
can be lowered for all. For services we do not 
have any differential rate and are clubbed 
into one slab. That experimentation, like GST, 
has not been done. Maybe there might be 
a case to examine whether there are some 
kinds of services that should be treated 
differently. But it is difficult to say for this 
particular investment management service 
to be qualified or deserving for us all. We 
need to have more much more discussion 
and examination.

There has been some suggestion earlier 
that trust funds or university funds should 
be allowed for investment in AIF. There was 
also a very small exposure of public sector 
institutions like LIC etc. in AIF. Increasingly, 
more and more investors and savers are 
coming. But there is still a whole lot of investor 
class, which are either still not allowed or are 
not investing in AIF. It is a new creature; not 
many people still understand it. Even the 
regulator’s perception about the risk involved, 

is not very clear. And we have different 
kinds of AIFs; all mean different things.

This is an evolving space. Let us work 
together and try to make the case. 

If we are able to satisfactorily answer 
the concerns about potential risks, 
policymakers and regulators would be 
increasingly open to the idea of bringing 
more investor class into it. But that requires 
careful crafting. 

Nishith Desai: 
Today everyone is reactive. I would 
request you to consider that substantive 
tax provision should be decided 
separately by proper discussion, so that 
we will have a much better ecosystem. 

Subhash Chandra Garg: 
I think that is a perfect suggestion and 
our attempt has been exactly this; that 
let us understand and discuss for the 
industry that is involved, much before the 
Budget. We have one or two rounds of 
comprehensive discussion and another 
one or two rounds to understand the entire 
gamut of issues involved. 

We can sit across with IVCA and others, and 
understand the viewpoint, and take a call 
on what can be done and what needs not 
be done. Your reference about delinking the 
tax from the Budget --- well, in some way the 
GST has already happened; so, GST is outside. 
Personal taxes do not really amount to much.

You mentioned about trust-based taxation. 
There is a certain built-in reluctance. No 
one wants to pay taxes willingly; that is 
human nature. That kind of relationship will 
always be there but that does not mean 
that you should normally not understand. 

The angel tax episode --- there is a bit of 
conflict, which the government has to 
resolve. I did not notice any intention on 
the part of any department involved with 
the angel tax that this industry should 
be taxed unnecessarily. The contribution 
received by the company and as part of the 
share sale is certainly not income. However, 
such structures have been misused. Not 
exactly the same, but similar structures 
have been misused. 

There has been some money laundering, etc. 
So, the challenge before the policy-maker is that 

THE CHALLENGE  
BEFORE THE  
POLICY-MAKER IS THAT 
HOW DO YOU ENSURE 
THAT ALL THE GENUINE 
AIFs AND STARTUPS 
DO NOT SUFFER ANY 
INCONVENIENCE, BUT 
AT THE SAME TIME, THE 
MISUSE IS ALSO NOT 
THERE? 
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how do you ensure that all the genuine AIFs and startups 
do not suffer any inconvenience, but at the same time, 
the misuse is also not there? That takes all that effort. 

My sense is that what the government finally achieved 
is by and large acceptable. There might still be some 
small progress remaining; that will also happen. 

Nishith Desai: 
We are bringing so many new laws and all civil 
laws are being converted into criminal laws. 
There is no way to settle the case in a proper 
way and on top of it everything is considered 
a crime. The punishment provided for the 
civil crime is not proportionate to that of 
the crime committed. 

Subhash Chandra Garg:  
This is a valid point. Earlier, we had 
a reverse regime. Some or many 
of the criminal acts could also be 
compounded. These days, civil 
crimes are becoming criminal 
and not compoundable. 
That creates a problem. 
Institutions like you need 
to bring this into sharper 
focus. Bring out the evil or 
bad consequences of this 
whole paradigm change that 
is happening. I think a case can 
be made that this might not be a 
very desirable trend. 

Nishith Desai: 
Over a period of time, we have done 
better and better but speed is of the 
essence. Three years went by in angel 
tax. My suggestion is that in tax there 
should be enough consultative process. 

Subhash Chandra Garg: 
My take on this industry is that you are an 
extremely important part of the India growth 
story. You are the new technology, the new ways of 
doing business. This is an extremely valuable space 
and India cannot grow at 7, 8 or  
9 per cent without this industry’s contribution. 
You are the new capital and therefore, 
we look forward to your enormous 
contribution to making India’s story 
credible, long-lasting and sustainable.
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PRIVATE EqUITY AND VENTURE CAPITAL 
IN INDIA: thE REguLAtoRy IMPLICAtIonS

I
n the recent past, there have been 
regulatory issues that have impacted 
the PE-VC industry. IVCA too has 
been advocating a number of issues 
with GoI. The panel deep dived into 
how regulatory support could propel 
the industry into newer heights. 

The articulate speakers had in-depth 
discussions on the need for regulations and 
the possibility that regulations could act as 
an enabler rather than a disabler. 

Subramaniam Krishnan: 
There are a number of issues that the IVCA 
has been advocating with the government 
in the last few years. There has been 
success in some and new challenges have 

also been thrown along the way, which we 
keep fire-fighting. Overall, we are making 
some progress but a lot more needs to be 
achieved. 

I would like to ask my co-panellists to speak 
about the future vision from regulations 
and tax perspective.

Padmaja Ruparel: 
I have been associated with IVCA for some 
time, and I must say that IVCA has come a 
long way and taken the whole industry to 
the next level. I have also seen a very active 
engagement in regulations.

From an angel's perspective, we did not 
exist in the ecosystem at all. Be it on the 

(L-R) SUBRAMANIAM KRISHNAN - Partner – Private Equity & 
Financial Services – Tax & Regulatory Services, EY (Moderator) 

PADMAJA RUPAREL- Co-founder and President, Indian  
Angel Network (IAN) 

VINEET RAI - Founder, Aavishkaar  
ASHLEY MENEzES - Partner, Chrys Capital Advisors LLP  

THE LARGER VISION IS, 
HOW DO YOU CREATE 
AN ECOSYSTEM AND 
REGULATORY FRAMEWORK 
AS WELL AS A PROCESS 
THAT FOLLOWS THAT 
REGULATORY FRAMEWORK 
AND ALLOWS MORE OF IT 
TO HAPPEN THAN LESS?



61IVCA RIPE I XIth edition I July 2019

government or the investor side, we just 
did not exist; and we were fighting battles 
at every stage. We were fighting battles 
for investors and the companies. For us, 
the biggest hit was the 2012 Budget when 
Section 56 came in, and that was when 
we started looking at regulation as a 
necessary evil. Till then, we were managing 
to keep away from regulations. That was 
a watershed year for us and Section 56 
opened up a lot of issues.

While we need to clean up a lot of things 
like Section 42 of Companies Act, the 
whole tax issue that companies are facing, 
are real issues on the ground. As an 
industry there is a lack of thinking on how 
to incentivize domestic HNI or individual 
money to breed startups.

The larger vision is, how do I unlock 
money and put it into startups and young 
companies; and how do I take it out? That is 
the constant refrain that I hear all  
the time.

The larger vision is how do you create 
an ecosystem and regulatory framework 
as well as a process that follows that 
regulatory framework and allows more of it 
to happen than less?

When we talk to any regulator, we do not 
see much of an argument, they are all 
aligned. But as they say, the devil is in the 
detail; the processes that follow behind it 
need some alignment so that the vision 
and execution match. 

Vineet Rai: 
The Prime Minister has made it abundantly 
clear that entrepreneurship is going to 
play a fairly significant role in India. The 
decision to build a regulatory framework is 
not driven by the core idea of enabling the 
whole ecosystem to work; it is being driven 
by the questions of 1-2 per cent of the 
people, who are trying to find innovative 
ways of bypassing the system rather than 
actually building on it. They are in turn 
punishing the 97 per cent of us who are 
following the system and are at the same 
time, dealing with the challenging task of 
attracting capital.

The argument that we should have with 
the regulators is not how to amend or 
improve the notification that you are 
bringing out but on a more philosophical 
level that do you trust that this country 
has honest people? Or do you believe that 
98 per cent of us are thieves? And if you 
believe that 98 per cent are thieves, then 
there is no use of having this engagement. 
If you believe that we are honest, then 
please do not try to rule us by exception.  

Ashley Menezes: 
I completely endorse what Vineet (Rai) has 
said. India is a country that has tremendous 
amount of opportunities and that is the 
reason why you are seeing it attract the 
capital that it does. There are two broad 
sources of capital — foreign and domestic 
capital. Today, we are skewed towards 

INDIA IS A COUNTRY 
THAT HAS TREMENDOUS 
AMOUNT OF 
OPPORTUNITIES AND 
THAT IS THE REASON 
WHY YOU ARE SEEING IT 
ATTRACT THE CAPITAL 
THAT IT DOES

foreign capital. Over time, we will move 
towards attracting more domestic capital 
as well.

But the point that Vineet (Rai) made 
about the need for regulations and if 
regulations could act as enabler rather 
than disabler — that is the biggest thing 
that we would want the people in North 
Block to think about. As we attract more 

investments, there are two other broad 
themes that we need to think about. One, 
is clarity, consistency, and transparency of 
regulation, which is a fear articulated  
by LPs. 

When we make investments, it is a 5-year 
horizon. When investors invest in us, it 
is a 10-year horizon, and if somebody is 
coming in and changing the rules of the 
game midway, that is catastrophic. You 
want transparency, clarity and consistency. 
You want the regulator to come out and 
say, “This is what we are going to do for the 
next 5-10 years”. 

The second theme is just parity. The 
biggest issue for any investor is that can it 
be at par with others?

One major issue today is that there are pros 
and cons of every alternate option you 
have, whether it is investing in a company 
or GP. As investors, we should not be 
spending time thinking about what are the 
pros of one particular structure versus  
the other. 

Can there be parity, whether it is with 
international precedence or within India? 
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How do you build that parity so that we 
can do what we are meant to do? 

Subramaniam Krishnan: 
These are very good points. The message 
from the IVCA perspective is how do we 
take the discourse to the next level? We 
had a paradigm shift in approach in 2015, 
which was quite visible just when this 
government took office. But the last couple 
of years, have been spent in fire-fighting 
a lot of rules that have been thrown at 
the industry. Whether you look at the 
long-term gains taxation change, angel 
tax or any other anti-abuse provision that 
has come; we have been dealing with the 
government to see how do we get  
carve-outs.

I wanted to solicit your thoughts on 
whether we are lacking an identifier for 
PE-VC today?

Padmaja Ruparel: 
I think you have a point there. I am just 
trying to learn from what worked for us at 
the startup level. The DPIIT picked up that 
mantle in some ways. They had to fight 
a lot of ministries and regulations doing 

whatever they need to do. So, in some 
ways that has worked but it has been very 
difficult. The reality is that when you speak 
to CBDT or RBI, they listen but then they do 
their own thing. It is very difficult for any 
single body to get everybody on the same 
page. There should be one person who 
should be focusing on batting everything 
out and creating an enabling ecosystem. 
But can that happen? It is aspirational to 
my mind.

Vineet Rai: 
Let us actually acknowledge that this 
country needs a lot of capital and income 
tax folks like us are also trying to chase the 
same capital. So, they are also fundraisers 
standing on the other side, but a very 
powerful fundraiser. Whether we like them 
or not, we have to live with that reality. 
Once we acknowledge this, the way to deal 
with this is to go to the tax department and 
say that if you are going to take away these 
small crumbs of money that we are raising, 
then you are getting a very small amount 
of money. Somehow, if you allow us to 
make a lot of money, you will also end up 
making a large amount of money. We need 
to explain to them that a short-sighted 
approach of taking small amount of capital 
is in the process cutting open the golden 
egg-laying goose. We will have to educate 
the income tax authorities to understand 
that cutting us open and killing us will 
not solve the problems of raising a larger 
amount of capital to construct this country.

As a community, we do not think about 
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our own contribution in constructing 
the nation. We are not articulating and 
speaking at an individual level. You are 
creating jobs, enterprises; your businesses 
are following complex problems that this 
nation is going to face but are we actually 
going and telling the government that 
this is what we are creating on a combined 
basis? How would you survive if you do 
not showcase yourself as very responsible 
people?

It is a challenge for us; if as a collective 
we make a very strong case that we 
are responsible stakeholders in the 
construction of this country, then this 
debate could be far more tilted towards us 
rather than tilted against us. At this point 
of time, we have worked very hard to tilt 
it against us and if we are able to think 
differently, we might be able to tilt it back.

Subramaniam Krishnan: 
What do we need to do from a regulatory 
perspective to enable all forms of foreign 

THE LAST COUPLE 
OF YEARS HAVE 
BEEN SPENT IN  
FIRE-FIGHTING A 
LOT OF RULES THAT 
HAVE BEEN THROWN 
AT THE INDUSTRY

capital with all kinds of strategies to come 
onshore?

Ashley Menezes: 
The issue at a macro level is that we do not 
have a mothership at the regulator level 

who is batting for us. We had DPIIT for 
some time; SEBI is playing its role. But we 
do not have someone who understands 
that we need investments as a country. The 
investment can be foreign or Indian capital. 
We need those investments and we need 
to create avenues to encourage investors to 
invest; that is clearly missing.

The regulators do not understand that this 
is institutional capital coming in; these 
are investors who understand things. 
So, you cannot think of AIF regulations 
in the same way as you think of mutual 
fund regulations. Why should regulations 
determine what is the fee that a person 
should make and what should be the 
investment mandate, when you have 
sophisticated investors on the other side? 

Your mandate should be determined by 
what you want to do and what LPs are okay 
to do. Once we get the macro right, some of 
those things can hopefully be resolved.
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ASHLEY MENEzES  
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MAnAgIng PARtnER, tAtA 
oPPoRtunItIES Fund 

T
he incisive fireside chat 
chronicled journey of 
private equity in India. The 
discussion also threw light 
on how LPs view India over 
the course of time and 
whether there have been 

significant changes in the investment 
strategies. Learnings from the past as well as 
suggestions for the future were also shared.

Padmanabh Sinha: 
Ashley, maybe you can just kick off with a 
little bit of preamble on how the last two 

decades have been? 

Ashley Menezes: 
As an industry we have evolved and it is great 
to see that. When we started in 1999-2000, it 
was faith capital. In India, we had no private 
equity background; it was just people literally 
having faith and reposing that trust in us. 
That is when you learn to be responsible.

That is the first lesson that we learned; 
that if people have that faith and trust in 
you, can you always make sure that LPs are 
supreme? Can you do things that are above 

JOURNEY & EVOLUTION OF  
PRIVAtE EquIty In IndIA 

and beyond not what you expected? And 
we have tried to do that over the years and 
it is usually in difficult times. For example, 
how many times do you go to advisory 
board for a conflict? Technically, you can 
go and ping them a thousand times but 
we have tried to keep that once in maybe 
two years or so. In 2007, when we raised 
our fifth fund, it was a fantastic time to raise 
money. We raised $1.25 billion and then 
we soon realised there was a big mistake. 
We raised too much money! India does 
not have the appetite to take that money. 



We tried for the first couple of years; we 
deployed $400-500 million in the first 
two years. Then we realized that there is 
another three years left of our investment 
period. How are we going to deploy the 
balance $800 million? It is not possible. 
So, we went back to LPs and said that we 
would voluntarily give back or cut down 
their commitments by 25 per cent. More 
importantly the fees that we had collected 
on the larger corpus over the last two and a 
half years, was going to be paid that back. 
We dipped into our pockets and got no 
fees for the next one year. 

There are lots of people who asked why 
we had to do that, why did we decide to 
cut the size of the fund, why did we return 
fees? But in our mind that was the right 
thing to do. Over time we learned a couple 
of other lessons. One of which was in the 
2007 era — do not raise too much capital. 
The lesson that we learnt is it is better to hit 
the market in two or three years and raise 
another fund (and LPs always appreciate 
that) versus raising a whole bucket load 
of cash.  And that is why you have got 20 
years to raise eight funds. It literally means 
every two or three years, we have hit 
the market and we have done that. That 
was the other learning. There have been 
mistakes that we have made. The important 
thing is to be constructive about it; look at 
it and learn from it. 

In our first fund, we had $65 million; we 
made 15 investments, 11 of which were 
Internet-related investments. 40 per cent 
of our capital got deployed there. We lost 
money on all of those investments; we 
made 40 cents on the dollar on those 11 
investments. Out of 15 investments, 11 lost 
money, the other four saved the fund. We 

ended up being in the top decile globally, 
making 1.8x. But we learnt that there are 
certain sectors where either India is not 
ready or we are not competent, and you 
have to move away from that. 

We made similar mistakes in infrastructure 
in our funds 3 and 2. We were the first 
institutional investors investing in 
infrastructure-related companies at EBC 
countries and companies. We made 3x in a 
year and a half. Getting greedy, we reinvested 
in some of those businesses in the 2007-2008 
era. We successfully lost money in each of 
those. The lesson learned was that we are 
not competent to do some of those. There 
are some fund managers who do that day 
in, day out, they are better equipped to do 
it. We are not. Our focus has been since then 
on core services where we understand those 
businesses. These are sectors that we have 
tracked for a long, long time. 

Padmanabh Sinha: 
Do you think the industry is fairly 
sophisticated, experienced, less prone to 
wild cyclical swings now? 

Ashley  Menzies: 
In 1999-2000, nobody knew what 
private equity was. You had to educate 
entrepreneurs; there were no other GPs 
or very few GPs. 2003-2004 was a period 
where you put money in very decent 
valuations and strong growth companies; 
everybody made money. In 2007-2008, 
you had an influx of lots of capital. You saw 
everybody get into the business and there 
was an explosion, which led to significant 
amount of indiscipline. 

Unfortunately, things got worse with people 
not being able to deliver exits, which meant 
the longevity of some of those funds went 
away. Today, fortunately or unfortunately, 
we are in a situation where there is a forced 
majority. A lot of people who raised money in 
2007-2008 were not able to raise money after 
that. The people who were successful were the 
ones who were able to be more disciplined in 
that era as well as take exit opportunities when 
it came. As a result, there are fewer private 
equity players today and we see that in every 
deal that we look at right now. 

The biggest thing about our business 
is investing, not exiting. It is about 
getting in at the right time. But if you 
are undisciplined at the time when you 
make the investment itself, that is only a 
downward spiral. I completely second your 
point that as an industry we have definitely 
matured. You are seeing more discipline in 
the market and that is very encouraging.

Padmanabh Sinha: 
What do you see as broad LP perception 

WHEN WE STARTED 
IN 1999-2000, IT WAS 
FAITH CAPITAL. IN 
INDIA, WE HAD NO 
PRIVATE EQUITY 
BACKGROUND; IT 
WAS JUST PEOPLE 
LITERALLY HAVING 
FAITH AND REPOSING 
THAT TRUST IN US
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of India now?

Ashley Menezes: 
The LP perception is at a very high level 
and everybody knows that they need to 
be in India. Investors have no doubt that 
they want to play in India. Their concerns 
are more on the technicalities around 
that. Is there a way that I can insulate? Is 
there a way that my GP is the right GP? 
He is not being undisciplined and making 
investments at crazy valuations, which will 
hurt him at the time of an exit. Second, is 
the whole regulatory backdrop. There is an 
India risk; part of it is currency, part of it is 
political, and then there is just regulatory. 
Besides everything you know, we have 
strong regulations. We have a very good 
judiciary, a good justice system. That has 
changed a little bit for the worse over the 
last few years. Those are things that have 
unnerved investors and those are the 
questions that they ask. 

We need to figure out how to solve some 
of those problems. The capital is there for 
the taking and as long as you are a decent 
manager and you know you have had a 
track record, there will be money that will 
come into India. For the next 10-15 years, 
you will see a lot of foreign capital continue 
to come into India.

Padmanabh Sinha: 
Are the holding periods increasing for 
you to build value or do you not see any 
particular trend in that?

Ashley Menezes: 
In an investment, if you are able to exit 
earlier than what you expect, then you 
are lucky. And you can have only that 
much of luck. All our investment models, 
for example, are of 5 years. The number 

THE BIGGEST THING 
ABOUT OUR BUSINESS 
IS INVESTING, NOT 
ExITING. IT IS ABOUT 
GETTING IN AT THE 
RIGHT TIME. BUT IF YOU 
ARE UNDISCIPLINED AT 
THE TIME WHEN YOU 
MAKE THE INVESTMENT 
ITSELF, THAT IS ONLY A 
DOWNWARD SPIRAL

of instances in which we have gotten out 
before 5 years, in the pre-2010 or pre-2008 
era, were quite a few. But today, we stick 
on to the 5 years and it is probably longer. 
The realization needs to be there that 
everything that you model will not happen. 
Things will go much slower than what you 
expect. You have to be able to look at what 
is the worst case. 

Value add is clearly one thing that 
entrepreneurs want. Indian entrepreneurs 
are extremely smart today. They are not 
looking at investors as a source of capital. 
They want the value that you bring to the 
table. If you are investing in a particular 
sector, they want to pick on your brains 
on what that expertise is, on what are the 
strategies, what are other people doing 
etc. There are certain things where even if 
you do not have an operating role, there 

are certain things which we as investors do, 
which entrepreneurs cannot. 

For example, if it is an M&A opportunity, 
our minds are more attuned towards 
thinking about the financial implications 
of an investment. That is a natural benefit 
that an entrepreneur can get, thinking of 
whether it is going public, capital markets, 
all of that. Of all financial transactions, 
raising capital is not even value add in my 
mind. It is something that you should bring 
to the table and are expected to bring 
to the table. And then, if you can bring 
some other strategic partnership to the 
entrepreneur, clearly that is something that 
the entrepreneur will also appreciate and 
frankly, it will only help your investment. 
But from an investment horizon period, 
5-6 years is the norm. We are seeing that 
stretched but I do not think it is getting 
stretched beyond a point. That again in 
my mind is a function of how you as a GP 
behave because you will get opportunities 
to create an exit. It may not be the perfect 
opportunity, may not be the perfect price, 
may not be the perfect valuation, but at 
some point, you have to think about what 
your LPs want. If it is a 10-year fund and 
you have the right to make one or two 
extensions, do they want you to make 
those extensions?

In our history, only one out of five funds are 
shut. Only in one case we got an extension 
for six months. So, when you start thinking 
that you need to return money to your LPs 
in 10 years, you will look at the exit in the 
fifth or sixth year, even though it may not be 
the most optimal exit. In hindsight, we are 
very happy that we did that. You have to be 
opportunistic in taking an exit.
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[ Day 2 ]

THE RISE OF DIRECT LENDING In IndIA

T
he conceptual framework 
of private credit and how 
it stands different from 
other sources of credit, was 
discussed at length. The 
discourse also included 
the potential and growth 

of the private debt market in India. The 
panellists outlined increased dominance 
of sophisticated private credit funds in the 
overseas lending space. The panellists also 
discussed how India has emerged as the 
next big destination for private equity and 
whether there was a need for regulation.

Khushroo Panthaky: 
This particular topic is of significant interest 
in current times. Over the last couple of 
years, we have seen the kind of stress that 
our financial sector is going through. The 
banking sector became very cautious and 
that is the reason why alternate challenge 
of funding became more popular.

Dev, could you explain the conceptual 
framework of private credit and how it is 
different from the other sources of credit? 

Dev Santani: 
The debt market in India is about $2 trillion; 
60 per cent is private and public banks, 

20 per cent that is excluded from the 
corporate bond market and banks, is what 
constitutes private credit. 80-90 per cent 
is traditionally being covered by ‘shadow 
banks’ or NBFCs, that have been growing 
35-40 per cent per annum for the last 5-7 
years compared to banks. They have been 
doing a lot of coverage in the private credit 
market. Now that NBFC is sort of receding, 
given the equity situation today, there is a 
good opportunity from a fund, global or 
domestic investor perspective, to expand 
in the private credit space. High yield has 
been focused on real estate and share and 
acquisition financing.

Khushroo Panthaky: 
Venkat, what is your feeling about the 
potential of the private debt market  
in India?

Venkat Ramaswamy: 
Private debt or private credit direct lending 
are all different names of the same animal. 

IN THE FOREIGN 
INVESTORS’ MARKET, 
INDIA IS JUST ONE OF 
THE MANY MARKETS 
AND IT IS IMPORTANT 
BUT NOT CRITICAL
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We are all in the lending business. The 
market is expanding dramatically now. 
Globally, private credit started immediately 
after GFCs. Banks were to do only simple 
credit and complex and structured went 
into funds, which are the private credit 
funds in India.

I have a small disagreement with Dev. We 
do not have any ‘shadow banks’ in India. 
Shadow banks basically means they are not 
regulated; NBFCs are not shadow banks. 
NBFCs are regulated by the same regulator, 
which is Reserve Bank of India. NBFCs 
were providing most of these complex 
credits but over the last six months, we 
have seen some significant turmoil in the 
NBFC industry. Primary lead from their 
liability profile and complex credit ideally 
suited in structure, where there is no AUM 
and private credit funds do not have AUM. 
Therefore, I see this significantly expanding 
for the next 2-3 years. 

Khushroo Panthaky: 
Nipun, how would the private credit 
industry look at the real estate and 
infrastructure sectors?

Nipun Sahni: 
In the foreign investors’ market, India is 
just one of the many markets and it is 
important but not critical. It is not like 
people are falling over each other to get 
into the Indian private credit market. Indian 
credit market is highly unorganised. Up 
until very recently, credit was equity in 
India. The good thing in this IBC process is 
that it is giving a lot of confidence to global 
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investors that finally India might have a 
workable solution.

There are investors who are dividing the 
entire credit spectrum, there is investment 
grade and non-investment grade. We tend 
to focus on the non-investment grade part. 
The investment grade part is the equivalent 
of an index of how the investment grade 
market would work. But the private credit 
market, is equivalent to the very early 
stages of high-yield market. Our work starts 
where NBFC work stops. NBFC focuses 
on senior secured kind of lending, still 
regulated in some manner with maybe 
some asset liability mismatches etc. but 
at least there is a fair degree of internal 
regulations. 

What might feel cautious to me, might feel 
aggressive to somebody else. People are 
defining their own parameters of credit, 
risk, and reward of that whole spectrum. 
India is seeing very early days of high-yield 
investing on private credit. Dislocation 
of NBFC is giving them big opportunity 
and over the next 18-24 months, this will 
be one of the biggest sources of capital 
that every Indian borrower, who is trying 

FIVE YEARS LATER, THE 
VOLUME OF MONEY 
AS AIF AND PRIVATE 
CREDIT WILL PROBABLY 
BE GREATER THAN THE 
MONEY IN PRIVATE 
EQUITY

to restructure or resolve, will have to tap 
into. I do not think that there is enough 
domestic capital available given the size of 
the problem.

Khushroo Panthaky: 
What opportunities and challenges do 
you see for the investors in private credit?

S Sriniwasan: 
Partly, the reason that the private credit 
market is attracting international investors 
today, is that unlike the equity market, the 

private credit market is not completely 
open to foreign investors. I want to draw 
a parallel between what happened in the 
public equity market in India to where we 
are in the bond or credit market in India. 

When they opened up the equity market 
somewhere in the late 90s, all the way 
up till three years ago, it was the foreign 
investors who actually dominated because 
they had an easy entry and exit. If the world 
market sneezed, the Indian market caught 
a cold. It is only in the last 3-4 years, that 
the domestic mutual fund industry has 
been able to counterbalance the force of 
the foreign investor.

In the bond market, it is the exact opposite 
right now. There is a limitation on the 
amount of capital that can come in from 
outside. It is the domestic market, which 
currently drives returns in the credit market 
in India. Otherwise, if you look at the Indian 
market and the real returns, the difference 
between ten-year bonds versus inflation 
rates, it is a very attractive spread. 

Part of the reason why we are not seeing 
this rush of money is because there are 
limitations and restrictions on foreign 
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money coming into the country. AIF is one 
of the routes through which this money 
can come in. We are only scratching the 
surface on that right now. I bet that five 
years later, the volume of money as AIF and 
private credit will probably be greater than 
the money in private equity.

Khushroo Panthaky: 
Kalpesh, the current Insolvency and 
Bankruptcy Code has protected the 
lenders as well as the creditors. Can it 
enable a real boost in the private credit 
market given the fact that the lenders 
would definitely feel more protected in 

this particular regime?

Kalpesh Kikani: 
Absolutely; with the caveat that IBC is still 
finding its feet. It gives us a lot of comfort 
as global investors who are investing credit 
in India that you actually attempt to resolve 
a default within a year. 

Earlier, my benchmark used to be that it 
would take me 5-7 years in High Courts, 
and then eventually in Supreme Court, 
to get my matter resolved. At the end 
of 7 years, it did not matter which way 
the judge opined because there was no 
economic value left. 

The other thing that it does is the need 
for capital to come in and replace a large 
amount of the NPAs. The NPAs today are 
estimated or are disclosed at $150 billion. 
You will have additions to that $150 billion. 
You need new capital, which can come in 
and replace so that you are not circulating 
the same paper again and again by selling 
it to an ARC. 

New debt capital coming in and replacing 
part of the $150 billion is indeed one 
opportunity. The IBC is truly turning around 
underlying distressed companies; so, that 
needs a combination of debt and equity. 

Khushroo Panthaky: 
Given your experience of international 
regulation surrounding private credit, 
what do you see as a potential regulatory 
framework coming in so that there will 
be a lot of protection in private credit 
industry as well?

Venkat Ramaswamy: 
I hope no regulation comes into the private 
credit industry. It is as simple as that. The 
reality is capital should be allowed to flow 
freely. Capital should be able to decide the 
risk that it wants to take and regulation 
should come about to typically protect 
the end investors. Here, for most of the 
private credit funds and even the AIFs, only 
accredited investors are allowed to invest. 
Accredited investors basically means they 
are supposed to know what they are doing. 
They do not need additional protection. 
We have seen in India that not having 
regulations early on in an industry has 
allowed that industry to flourish, provided 
it is with a certain level of governance. 

Khushroo Panthaky: 
Please share your perspective on the 
private credit market.

S Sriniwasan: 
The IBC is a great set of regulations that 
forms a big deterrent and discipline among 
the borrowers. But the process itself has 
been significantly compromised in some 
new court rulings, which essentially make 
the potential bidder very cautious. So, the 
ability to participate in the IBC process 
is seriously compromised on account 
of some of the new rulings that have 
come out. Having said that, in the current 
environment where capital availability 
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is significantly low, anything that 
encourages capital to come in is the most 
welcomed thing. We had some discussions 
recently where we found government 
representatives to be very open to 
suggestions to facilitate greater flow of 
capital; that is very encouraging. 

Kalpesh Kikani: 
If this country is going to go grow at 7 per cent 
or at 8 per cent, we will need much deeper 
pools of capital. As you see in any economy 

in the world, the credit flows or the credit 
balance sheets are bigger. We are currently 
limited by our own vision on how we define 
the private credit space; and indeed, the 
regulator faces the same challenges.

Dev Santani: 
From a foreign investor’s perspective, there 
are two changes that I see and both are 
encouraging. One, is on the risk pricing 
front. In the last few years, a lot of NBFCs 
have not been pricing risk the way it should 

be. A lot of it was equity going out at the 
cost of debt. With that capital withdrawing, 
hopefully with the private equity set of 
investors coming in, a lot of the risk will be 
priced appropriately. It may eventually lead 
to higher cost of capital, maybe it will be 
lower in the right situation but it will just 
match the risk in the return. 

The other significant change is with IBC 
coming in. Earlier, the shoe was on the 
other foot. Now, for the first time as a 
lender, when you say you will go to NCLT 
or IBC, the promoter actually wants to sit 
down and come up with a solution. If you 
see the statistics, 70 per cent of the cases 
get resolved before admission in NCLT.

Nipun Sahni: 
It is generally understood that debt is 
lower risk and equities are higher risk. The 
regulatory framework change, specially IBC, 
is going to increase the risk associated with 
debt on an average, because a lot of debt 
today gets hidden or stays under an entire 
financial engineering setup.

Venkat Ramaswamy: 
Getting the end consumer to be the 
financial creditor and allowing them 
to drag a project into NCLT, will be 
detrimental in the long-term. This is 
because when you are a lender in a 
project and you are going, you do not 
think of people who buy an apartment 
as a financial investment. Suddenly, if the 
developer sells fast enough, then your 
rights are going down. So, it is a very 
strange thing to do.
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IN SEARCH OF LIqUIDITY:   
IS It thE StRAtEgy oR thE MARkEt?

[ Day 2 ]

L
iquidity is the lifeblood of 
financial markets. In this 
session, panellists discussed 
challenges that they foresee 
when they take entrepreneurs 
and promoters towards exits. 
The discourse also highlighted 

whether the industry was doing enough to 
prepare the companies for exit. All speakers 
agreed that Indian entrepreneurs must 
be celebrated and greater effort must be 
made to bring in more foreign capital.

Peeyush Dalmia: 
2017 and 2018 have been good with respect 
to exits. What has really enabled this?

Udai Dhawan: 
We have been investing in India for almost  
18 years now and have been through 
multiple cycles. The industry has come 
a long way and has matured a lot. Ten 
years ago, when we used to write our 
investment memos, the idea was to exit 
through an IPO. Over time, there have been 
secondaries, there has been M&A. Now 
secondaries and promoter buybacks have 
become more common. We have come a 
long way and 2017 was a good year. We 
(Standard Chartered PE) exited  
$500 million of capital out of India, which 
we felt good about. The issue is these 

windows for exits are unfortunately still 
very fleeting. 2017 was good because the 
IPO markets were good but there is no 
consistent exit period. But while we have 
all the positives, the frustration is that if you 
do not get the fleeting window, then you 
have to wait for another few years.

Sean Sovak:  
If you back a great business, I believe you 
can exit in any market. But I do think that 
in ‘17-18, you had the market with you, 
and on the average, the manager market 
improved. We got more mature, we learnt 
from our mistakes. I learnt that if I did not 
sell when the window is open, I am not 
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getting out of it for three or four years. We 
saw more FDI come in. India even grew in 
popularity; a lot of things were working in 
favour. While the IPO market maybe a little 
tight right now, I think on average, more 
people are looking at India as the growth 
engine. Hopefully, there will be more 
extended windows in the times ahead and 
we will see more consistent exits as we 
mature as an industry and economy.

Srinath S: 
In the last 2-3 years, we saw a very 
volatile kind of an environment with 
demonetization, GST etc. So, where you 
had exits is where the companies arrive in 
terms of size and industry attractiveness. 
Even if you look at 2-3 months ago, NBFC 
was a very hot sector, right? Post the issues 
that have cropped up in the industry, the 
market has corrected quite a lot but so 
many deals got done and exits were also 
done. Similarly, for a manager, that is the 

skill we need to develop in India. We need 
to look for shorter windows or be very 
timed and work on exits. 

Peeyush Dalmia: 
What are the top challenges that you see 
as far as liquidity and exits are concerned?

Prashanth Prakash: 
The acceptance of a new breed of 
companies in the public markets, for us 
that is still an open question, right? We 
have the new ‘public-private’ definition 
that has come up in the US. Some of these 
companies have stayed private for long. 
There is significant liquidity for the early 
investors because these companies just 
want to be private, where even in phases, 
traditionally, companies would have gone 
public. We are starting to see a little bit of 
that in India, especially the companies that 
have global appetite. 

There are large global funds, who were 
never in this country, but we are seeing 

2017 WAS GOOD 
BECAUSE THE IPO 
MARKETS WERE 
GOOD BUT THERE IS 
NO CONSISTENT ExIT 
PERIOD. BUT WHILE WE 
HAVE ALL THE POSITIVES, 
THE FRUSTRATION IS 
THAT IF YOU DO NOT 
GET THE FLEETING 
WINDOW, THEN YOU 
HAVE TO WAIT FOR 
ANOTHER FEW YEARS
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them in the last two years. A bunch of 
people who sampled this country now 
believe that this is the moment when 
they should take advantage of the scale 
of opportunity that exists here, which is 
great for us.  We have the opportunity 
now to be opportunistic with some of 
them. The second challenge is with the 
entrepreneur because the new generation 
of entrepreneurs have not seen the 
profitability pools and have not figured 
out how to sustainably work through 
some of them. We need a new generation 
of entrepreneurs to understand what it 
takes to build long-term profitability and 
actually scale the company's profitability. 
Right now, there is a big comfort with 
a lot of investors to trade off growth for 
profitability. But there is going to be a lot of 
readjusting when these companies get to 
a stage where they need to grow, but in a 
measured way. 

Karan Mohla:  
Some of the investments that were made 

in the first cycle (2007 to 2010-11), have 
started to see companies that have turned 
profitable but it has taken them 10-12 
years.  When we wrote our first memo 12 
years ago, every company was going to get 
acquired by Google or large US strategics. 
That has not worked out but what really 
surprised us is that a lot of Indian giants as 
well as some of the Asian startups such as 
Alibaba, have taken a lead. Strategics as a 
path to an exit and not necessarily as a full 
M&A. We can take a lot of comfort in that. 

Entrepreneurs do understand that having 
strategics on board, while not necessarily 
being in control of things, is not necessarily 
a bad thing. But it takes time to work 
through that issue. People feel comfortable 
being private for a lot longer. In India, the 
power to go public is anyway a lot higher. 
There are certain things that one has to 
do in terms of profitable growth, be of a 
particular size etc. We have been fortunate 
to take two companies public including 
one Indian company on Nasdaq. But it is 

THERE ARE LARGE 
GLOBAL FUNDS, WHO 
WERE NEVER IN THIS 
COUNTRY, BUT WE ARE 
SEEING THEM IN THE 
LAST TWO YEARS. A 
BUNCH OF PEOPLE WHO 
SAMPLED THIS COUNTRY 
NOW BELIEVE THAT THIS 
IS THE MOMENT WHEN 
THEY SHOULD TAKE 
ADVANTAGE OF THE 
SCALE OF OPPORTUNITY 
THAT ExISTS HERE
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PEOPLE FEEL 
COMFORTABLE BEING 
PRIVATE FOR A LOT 
LONGER. IN INDIA, THE 
POWER TO GO PUBLIC 
IS ANYWAY A LOT 
HIGHER. THERE ARE 
CERTAIN THINGS THAT 
ONE HAS TO DO IN 
TERMS OF PROFITABLE 
GROWTH, BE OF A 
PARTICULAR SIzE ETC 

not that every second company is going 
to go public in India. Therefore, capital 
markets are another option for us but that 
is balanced by the fact that you are able to 
do partial or full exits to strategics, which 
are coming from this side of the world. 
Those people, whether they are financial or 
strategic, are in India to stay. That genuinely 
bodes well for the for the medium to  
long-term. 

Peeyush Dalmia: 
How easy or difficult is it to work with 
Indian promoters, particularly if you are a 
minority shareholder? 

Udai Dhawan: 
We have largely done minority investing 
over the last 16 years in India and it 
has worked out fairly well. The biggest 
issue when we are looking as a minority 
investor is alignment. That has also been 
some learning for us. If you get the right 
alignment, you can solve a lot of things. As 
we spend time in evaluating companies, 
the biggest thing that we are really looking 
for is what is really driving this promoter. 
A lot of these guys fancy the idea of 
becoming a publicly listed company; it 
is almost like a status symbol. But as you 
get close to it, you start getting cold feet 
because publicly listed company means 
that there is going to be greater scrutiny. 

Srinath S:  
One of the key skills of the fund manager 

is partner or promoter selection, and his 
willingness to accept that your investor, 
who gets in on the train at a certain 
time, will eventually get off the train. 
Most promoters are fairly aligned. They 
understand their responsibilities of finding 
an exit for us. But they are not ready to 
institutionalize the company, especially in 
small caps, to get to exit. From Day 1, you 
need to start preparing for that mindset. 

With SEBI defining small cap, mid cap and 
large cap, the bar of a liquid company has 
moved up. 

Peeyush Dalmia: 
The fund sizes in India are going up 
every 2-3 years. But we also see more 
apprehension that the depth of the 
market from an exit and liquidity 
perspective, is not enough to be able to 
absorb all of that capital. Any thoughts 
on that across both primary markets and 
secondary markets? 

Sean Sovak:  
It is a falsehood that Indian companies are 
hard to exit. The people who are raising 
large funds should stop bad-mouthing 
minority investing. Indian entrepreneurs, 
on an average, are amazing and they do 
well so long as we do our job, before we 
go in and get in line with the expectations. 
They are with you and they have your back. 
Yes, we are not the US but there is a lot of 
that in the market. Yes, the IPO market shut 
off but then there is more opportunity for 
secondary sales, which is less of a stigma 
now. We have a long way to go; we need a 
lot more capital but I think it is great that 
there are bigger pools of capital raising 

Peeyush Dalmia:  
We see a lot of mega funds in late-stage 
VC. Does that give much more confidence 
to early-stage VC funds with respect to 
how much and where you can invest?
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Karan Mohla: 
Yes, to a limited extent it has. But more than 
that, if you see a gap in the market where 
most of us operate, it is really at the earlier 
growth stage, where there is a genuine gap 
because there are not too many funds who 
are specialised in understanding an asset 
class at that point. Things such as pricing 
the asset correctly, structuring it in a way 
that makes sense, making sure that there 
are enough reserves as you go forward 
and what are the growth parameters that 
one wants to focus on etc., are getting 
discovered. People either try to do a 
syndicate to overcome that situation but it is 
not optimal or a long-term solution.

Prashanth Prakash: 
There are still quite a few firms out there 
who can fill the gap in the middle. Of 
course, there is Sequoia and Accel but a 
lot of high-quality firms that can do your 
Series B, C etc. at the mid-stage, are not 
participating in India yet. There is still a 
lot to work we can do to promote the 
opportunity in India that can make this 
while continuum more meaningful.

As Indian entrepreneurs build more for the 
global market, I am starting to see more 
belief in the Indian entrepreneur. The best 
entrepreneurs in the last 10 years have 
decided to stay back in India and build. 
And they are going to build global scale 

companies, which will change the entire 
perception of what Indian entrepreneurs 
are capable of doing. It is going to change 
the game dramatically in the next 10 years. 

Peeyush Dalmia: 
Is the industry doing enough to help 
prepare the companies for exit? 

Srinath S: 
Getting the company ready from Day 1 and 
improving them, is what we try to do in 

IT IS A FALSEHOOD 
THAT INDIAN 
COMPANIES  
ARE HARD TO  
ExIT. THE PEOPLE 
WHO ARE RAISING 
LARGE FUNDS 
SHOULD STOP  
BAD-MOUTHING  
MINORITY INVESTING

most of the companies we go. Whether it is 
led by an operating partner in the fund, is a 
choice you need to make depending on the 
size of the fund and what you can afford. 
We follow a strategy of getting external 
consultants in and we have developed 
enough competencies on supply chain and 
inventory management etc.

Sean Sovak:  
We would do a lot more if you would lower 
your prices. My perception is that more 
people are doing a lot more and we have 
gotten better. Similarly, entrepreneurs have 
gotten more mature. They no longer just 
talk about the prices. A lot of conversation 
going in is about ‘what are you going to do 
for me?’, which is good. 

Prashanth Prakash:  
It is super important to have an operating 
team especially in some of newer areas 
such as data sciences. It is not easy to get 
good, high-quality people in product. We 
have 15 people now as operating folks in 
our fund across talent, technology, product, 
data sciences, performance marketing, 
and engineering. You complement that 
with the folks who are trying to disrupt 
the whole operating support model; who 
parachute into a company. It is a one-
month engagement and they will try to 
figure out what you would otherwise have 
a consultant do but are more aligned. 
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REPORTS LAUNCHED AT  
IVCA ConCLAVE 2019 
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IVCA AWARDS 2019  

Exemplary Visionary Award – N. R. Narayana Murthy, Founder, Infosys

VC - Best Exit Performance of the  
Year – Accel Partners  
(In pic: Prashanth Prakash) 

PE - Best Fundraising Performance 
of the Year - ChrysCapital  
(In pic: Ashley Menezes)

VC – Best Fundraising  
Performance by a Foreign GP – 
Sequoia Capital  
(In pic: Mohit Bhatnagar)

IVCA AWARDS 2019  



Exemplary Career in Private Equity Investing & Contributions to the Alternative 
Investment Industry – Lifetime Achievement Award – Dalip Pathak

Most Valuable Contribution as a Startup 
Ecosystem Exemplar Evangelist Award – 
Ramesh Abhishek, Secretary, DPIIT

VC – Best Fundraising Performance by an Indian GP – 
Stellaris Venture Partners (In pic: Ritesh Banglani)
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IVCA Conclave 2019 proved to be a perfect culmination of all stakeholders from the PE-VC community. 
The delegates listened to some of the biggest names in the industry and spent quality time 
brainstorming with government representatives. The IVCA Awards were handed out this year as well in 
recognition of firms' performance and individual brilliance. 

As always, it wasn't just panel discussions and presentations. The delegates had a productive time 
networking with eminent personalities while letting their hair down for a few laughs over delicious food 
and delectable drinks. The live instrumental Indian music created a mellifluous atmosphere at Taj Palace, 
New Delhi.

IVCA CONCLAVE 2019: AFtER houRS  
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Thank You, Volunteers!
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BAGS OF goodnESS  

IVCA Conclave 2019 was a resounding success but what stayed on 
in the minds of the participants long after the event were the amazing 
Goodie Bags that were given to speakers and delegates. handpicked 
and carefully chosen, the 8 elements that comprised each goodie bag 
were healthy, organic, and full of goodness. 

HEALTHIE 
Healthie was founded in August 2017 with 
a mission to make India healthy. Healthie is 
one of the fastest growing food companies 
in India that offers fresh, wholesome and 
delicious food.

Catch them on           : @GetHealthie

SATTVICO 
Sattviko is a place where traditional Indian 

recipes meet modern food technology to 
offer a new avatar of delicious and healthy 
snacks. With its roots in the glorious Indian 

legacy, Sattviko markets light, nutritious 
and meticulously prepared snacks in 

various flavours of Indian origin.

Catch them on           : @sattviko

UNIBIC 
Unibic came to India in 2004 with the iconic 
Anzac and Bradman cookies. Over the years, 
Unibic has grown its range to over 30 variants 
and has been regularly introducing fresh and 
unique flavours to cookie connoisseurs around 
the world.

Catch them on           : @UnibicCookies
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VAHDAM TEAS 
A treasured legacy of over 80 years in the Indian 
tea industry and a revolutionary idea is what led 
to the creation of Vahdam. A novel approach 
to the traditional supply chain, coupled with 
pioneering technology, all to put the glory 
of pure handpicked Indian teas on the globe, 
courtesy of a homegrown brand.

Catch them on           : @VahdamTeas

BOAT LIFESTYLE 
boAt is a lifestyle brand that deals in 
fashionable consumer electronics such as 
earphones, headphones, speakers, travel 
charger and premium rugged cables. Their 
products blend into daily lifestyle, almost 
to the point of being a fashion accessory 
and a perfect fit to ambient surroundings.

Catch them on          : @BoatNirvana

BLUE TOKAI COFFEE ROASTERS 
Blue Tokai’s mission since they started has 
stayed simple --- introduce customers to 
the estates that they directly buy great 
tasting coffee from, roast the beans 
with care, and make high quality coffee 
more accessible through their cafes and 
websites.

Catch them on          : @BlueTokaiCoffee

KAMA AYURVEDA 
Kama Ayurveda was started in 2002 in 
India to promote the message of authentic 
Ayurveda, universally. Since then, creating 
pure Ayurvedic products according to 
authentic prescriptions has been the 
unique purpose of the brand.

Catch them on          : @KamaAyurveda

AKIVA SHOTS 
Akiva Superfoods is 
a young, conscious 
and mindful Indian 
company with a 
range of wellness 
food products. Their 
products are innovative 
yet simple.  
Health-focussed yet 
tasty, containing 
premium ingredients 
and affordably priced.

Catch them on           :  
@akivasuperfoods
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IVCA CONCLAVE 2019 In nEWS 
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KEY IMPACT ON FInAnCIAL SERVICES/ 
PRIVAtE EquIty SECtoR  

A brief snapshot of the key impact of Budget 2019 as relevant to the 
financial services/private equity sector. 

PROPOSED DIRECT TAX CHANGES 

General 

l�direct tax rate to be reduced to  
25 per cent for companies having turnover 
up to Rs 400 crores in the Fy 2017-18

l�Surcharge increased for hnIs - effective 
tax rate for hnIs having taxable income 
between Rs 2 crores to Rs 5 crores 
increased to 39 per cent and hnIs 
having taxable income above Rs 5 crores 
increased to 42.74 per cent 

l�tax exemption for interest paid on rupee 
denominated bonds to a non-resident 
during the period September 17, 2018 to 
March 31, 2019 included in the Act

l�deduction for interest paid on any loan 
availed from deposit taking nBFC or  
nBFC-nd-SI to be allowed only on 'paid 
basis'. Conversion of such interest into loan 
not deemed to be paid

l�Interest on sticky loans for deposit taking 
nBFC or nBFC-nd-SI to be taxed on 
receipt basis

l�Buy-back distribution tax introduced on 
listed companies 

l�It is clarified that demerger will be 
treated tax neutral even though fair value 
accounting is required as per Ind-AS

l�Rationalisation of Stt on exercise of option 
in securities has been provided i.e. Stt will 
be levied on difference between strike 
price and settlement price

l�2 per cent tdS proposed to be levied on 
cash withdrawals from banks exceeding  
Rs 1 crore in a financial year

l�transfer of shares undertaken to facilitate 
resolution through approved schemes to 
not attract provisions of deemed income 
(section 56 and 50CA). government to 
notify details of classes and categories of 
exempt transactions   

Category I/II AIFs 

l�Provisions of section 56(2)(viib) not 
applicable on investment by Category II 
AIF in Indian companies, which qualify 
as venture capital undertaking (mainly 
unlisted companies)

l�Losses of Category I and II AIFs other than 
business loss and other than to  
unit-holders holding unit for less than  
12 months allowed to be pass-through to 
the investors

Affordable housing 

l�tax deduction up to Rs 150,000 provided 
for interest paid on affordable housing 
loan availed up to March 31, 2020 subject 
to conditions 

l�definition of affordable housing u/s 
80-IBA aligned to gSt Act to cover those 
residential projects which meet following 
conditions:

l�Carpet area increased to 60 sq. mtrs for 
projects in Metro cities and 90 sq. mtrs for 
projects in other cities; and

l�Where stamp duty value of the residential 
unit does not exceed Rs 45 lakhs

Start-ups 

l�Special administrative arrangements to be 
made by CBdt for pending assessments of 
startups

l�Exemption from long term capital 
gains tax on transfer of residential 
property to eligible 
startups extended up to 
March 31, 2021

l�Startups and investors 
who file requisite 
declarations and provide 

information in their returns not to be 
subjected to scrutiny in respect of 
valuations of share premiums

IFSC 

l�tax holiday of 100 per cent available to IFSC 
units for a period of 10 consecutive years 
out of 15 years from approval 

l�tax exemption on interest payable 
available to a non-resident by a unit 
located in IFSC on monies borrowed on or 
after September 1, 2019

l�Capital gains arising on sale of specified 
securities traded on a recognised stock 
exchange located in IFSC by Category III 
AIFs shall be exempt from tax, subject to 
conditions 

l�ddt exemption on distribution made by 
a unit in IFSC from accumulated profits 
derived from operations in IFSC

l�ddt exemption on distribution made 

BUDGET 2019

IVCA RIPE I XIth edition I July 2019

By PwC



95IVCA RIPE I XIth edition I July 2019

https://blog.nextias.com/budget-in-india

by mutual fund in IFSC of which all unit 
holders are non-residents and fulfill certain 
other conditions

Safe harbour 

l�Certain safe harbour conditions 
pertaining to compliance with minimum 
monthly average corpus of Rs 100 cr and 
determination of remuneration paid to 
manager relaxed 

Distressed companies 

l�Carry forward of loss benefits to be 
extended to company, its subsidiary and 
subsidiary of  its subsidiary in certain 
new cases which has been moved by 
the Central government or in case where 
change in shareholding takes place 
pursuant to specified order approved by 
nCLt

PROPOSED POLICY CHANGES 

Foreign Portfolio Investors (FPIs) 

l�Statutory aggregate limit for FPIs increased 
from 24 per cent to sectoral foreign 
investment limit unless restricted by the 
company 

l�FPIs permitted to subscribe to listed debt 
securities issued by ReIts and InvIts

l�nRI-Portfolio Investment Scheme to be 
merged with FPI route

l�kyC process for FPIs to be rationalised 

l�debt securities issued by IdF-nBFCs 
held by FPIs allowed to be transferred to 
any domestic investor prior to expiry of 

specified lock-in period

Foreign Direct Investment (FDI) 

l�FdI in aviation, media and insurance 
sectors to be opened in consultation with 
all stakeholders

l�100 per cent FdI for insurance 
intermediaries to be permitted

l�Local sourcing norms to be eased in single 
brand retail sector

Corporate bond market 

l�Credit guarantee Enhancement 
Corporation to be set up 

l�Action plan to deepen the market for 
long term bonds including corporate 
bond repos, credit default swaps etc., with 
specific focus on infrastructure sector to be 
put in place

l�AA rated bonds to be allowed as collaterals 
to deepen the Corporate tri-party repo 
market 

Banking/NBFC 

l�Public Sector Banks proposed to be 
capitalised by Rs 70,000 crore. Reforms 
for strengthening governance also to be 
undertaken.

l�one time 6 months partial credit 
guarantee of Rs100,000 crore for first loss 
of up to 10 per cent to be given to public 
sector banks for purchase of high-rated 
pooled assets of financially sound nBFCs

l�Regulatory authority of RBI over nBFCs to 
be strengthened

l�Requirement of dRR for nBFCs raising 
funds in public issues to be done away 
with

l�Regulator for housing finance sector to be 
returned to RBI from nhB

l�Steps will be taken to amend factoring 
regulations to allow nBFCs to participate 
on the tRedS platform

Insurance 

l�net owned Fund requirement reduced 

to Rs 1,000 crore (from Rs 5,000 crore) for 
branches of foreign reinsurers in IFSC 

Infrastructure 

l�Regulatory road map for aircraft financing 
and leasing activities from IFSC and growth 
of Maintenance, Repair and overhaul 
(MRo) industry

l�Public-Private Partnership to be used for 
Railway Infrastructure 

l�one nation, one grid - blueprint to be 
made available this year for developing 
gas grids, water grids, i-ways, and regional 
airports

l�Model tenancy Law to be finalized and 
circulated to the states

l�Massive programme of railway station 
modernization to be launched

l�government to re-initiate the process 
of strategic disinvestment of Air India 
and also offer more CPSEs for strategic 
participation by the private sector

Others 

l�Requirement of minimum public 
shareholding for listed companies to be 
increased from 25 per cent to 35 per cent 

l�Social stock exchange for listing social 
enterprises and voluntary organisations to 
be set up under SEBI

l�Annual global Investors Meet to be 
organised in India, using national 
Infrastructure Investment Fund (nIIF) as 
anchor 

l�government will continue to do 
consolidation of PSus in the non-financial 
space 

l�'Study in India' programme to be launched

l�Multiple labour laws to be streamlined into 
a set of four labour codes

l�government to take steps to meet public 
shareholding of 25 per cent for all listed 
PSus and raise foreign shareholding limits 
to maximum permissible sector limits for 
PSu companies part of EM Index

l�government to start raising a part of its 
gross borrowing programme in external 
markets in external currencies 

ABOUT PwC:  

At PwC, our purpose is to build trust in 
society and solve important problems. We 
ae a network of firms in 158 countries with 
over 250,000 people who are committed to 
delivering quality in assurance, advisory and tax 
services. Find out more and tell us what matters 
to you by visiting us at www.pwc.com.
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IVCA organised the 3rd IVCA LP Summit on July 5 in Mumbai. The event was ably supported by Gaja 
Capital, AzB & Partners, and PwC. The one-day event had a star-studded line-up with keynote addresses 
delivered by Anita George, Executive Vice President, Strategic Partnerships - Growth Markets, CDPQ, and 
Sujoy Bose, CEO, National Investment and Infrastructure Fund (NIIF).

During the Fireside Chat Gopal Srinivasan, Chairman & MD, TVS Capital and Ashu Suyash, MD & CEO, 
Crisil discussed the establishing of an enhanced data framework for Alternative Investment Funds (AIFs). 
Power-packed presentations were made by PwC, AzB & Partners, and Preqin. A detailed session on 
Budget Analysis was also presented by PwC. 

Eminent panellists discussed topics such as 'Navigating Fundraising - How GPs  can innovate', 'How LPs 
Decide on Investing in New Funds and Strategies', and 'Riding the India Growth Story - Expectations and 
Challenges'. The event came to a hearty conclusion at the networking session over cocktails.

3RD IVCA LP SuMMIt  
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IVCA EVENTS CALENDAR  

2019-20
# Month Event Name Date Venue

1 August-19 RE & Infra Council 
Meeting (Town Hall / 
Roundtable / Power 
Meet)

1 Aug Mumbai

2 August-19 IVCA Unbound 23 Aug Mumbai

3 August-19 IVCA Unbound 27 Aug Delhi

4 August-19 IVCA Unwind 30 Aug Bangalore

5 September-19 IVCA LP Training 5 Sept Mumbai

6 September-19 LP Training (contd..), EC 
Meeting & IVCA Members 
Gathering

6 Sept Mumbai

7 September-19 IVCA Unwind 13 Sept Mumbai

8 September-19 IVCA Unwind 27 Sept Delhi

9 October-19 IVCA Unbound 18th Oct Bangalore

10 November-19 IVCA Unplug - Golf 
League 

1 Nov Delhi

11 November-19 IVCA VC Meet at Nasscom 
Product Conclave 

5-6 Nov Bangalore

12 November-19 IVCA Unplug 15 Nov Mumbai

13 November-19 IVCA Unplug 29 Nov Bangalore

14 December-19 Empea Masterclass 3 Dec Mumbai

15 December-19 IVCA & Quadria Capital's 
India Healthcare 
Leadreship Summit

4 Dec Mumbai

16 January-20 IVCA Conclave 9th 
Edition

30-31 Jan Delhi

NOTE:
- Event dates are subject to change
- For Sponsorships and Partnerships, reach out to - aakriti@ivca.in
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IVCA’s Representations filed to various Government Authorities  
from December 2018 to June 2019

Month Department Recommendations

December 2018

DIPP IVCA's recommendation on the draft framework of the  
E- Commerce policy 2018.

NABARD WIN: The NABARD approved the following modifications in 
the policy:
•The clause seeking 5 per cent loss guarantee from 
inexperienced Investment Managers (IM having launched 
two funds) has been removed.
•The penal charges has been reduced from 18 per cent to  
15 per cent leviable on account of non-fulfillment of stipulation 
of investment in agriculture and rural sector and non-utilisation 
of funds within 60 days of withdrawal from NABARD.
•As regards the sanction of committed amount, the Screening 
committee has been delegated powers to recommend the 
quantum based on merits of the proposal.

January 2019

DIPP
NITI Aayog
CBDT
Ministry of Finance

Suggestions simplified for Angel Tax issue to be resolved.

DIPP
CBDT
Ministry of Finance
NITI Aayog
Minister of Commerce & Industry 
and Civil Aviation
SEBI

Follow-up on IVCA's Representation: Suggestions simplified 
for Angel Tax issue to be resolved - automatically applicable to 
startups via an amendment to section 56(2)(viib), in the  
vote-on  account budget.

DIPP Request your intervention for Policy and Ease of Doing Business 
issues in E-Pharmacy Sector.

Minister of Coal and Railways, 
Government of India,

Support to the Startup and VC Ecosystem regarding the 2016 and 
2018 FDI E-commerce rules.

February

Department for Promotion of 
Industry and Internal Trade 
(DPIIT)

Follow up on IVCA recommendation on Angel Tax and the 
following discussion roundtables with DPIIT & CBDT.

WIN: The notification GSR 127(E) was issued by the Ministry 
of Commerce and Industries (Department for Promotion 
of Industry and Internal Trade), on 19th February 2019, in 
supersession of the Gazette Notification No. G.S.R. 364(E) dated 
April 11, 2018, as modified vide Gazette Notification No. G.S.R. 
34 (E) dated January 16, 2019, that aims to solve the problem of 
Angel Tax for the DPIIT registered startups and Angel Investors 
from the purview of Section 56, that had an unintended negative 
impact on the startups and VC/Angel investors and the early 
stage investment industry at large.
The circular states Widening the definition of startup  and 
granting  exemption  to all categories of AIF I from Section 
56(2)(viib).
Also, a Notification issued “No Cohesive Measures on Recovery 
of demand & disposal of appeals in Startup Cases."

DPIIT Discussion on issues port Notification G.S.R. 12 (E) of 19th Feb, 
2019 (The Notification).

Promoting Private Capital EcoSystem
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March

DPIIT IVCA write up for extending exemption to Category I & II AIFs 
under Section 56(2)(viib).

CBDT Updated list of orders received by DPIIT Registered Startups  
w.r.t. section 56.

Ministry of Finance
CBDT

Recommendation on pass-through status of losses of CAT I & CAT 
II AIFs in hand of Investors.

April
DPIIT
Ministry of Finance

Recommendation on Capitalization of Management Fees and 
other expenses in fund taxation regime.

May

CBDT Witholding Tax - Lower tax rate for non-residents investing in an 
infrastructure focused Alternative Investment Fund.

CBDT
DPIIT

Tax parity for sale of unlisted shares with listed to boost  
Startup India.

June

DEA
CBDT

Offering safe harbour to India based fund managers of  
India-focussed offshore funds.

RBI Suggestions for consideration to ease investment in NPAs by 
Alternative Investment Funds.

RBI Recommendation on Foreign Investment in India Reporting 
(FCGPR related).

CBDT Recommendation on Investments by Venture Capital Funds in 
liquid mutual funds (MFs).

DEA
CBIC
GST Council

Lower GST rate (5 per cent) on services provided to AIF subject to 
the condition of non-availment of input tax credit.

CBDT Pre-budget Submissions on Alternative Investments –

(A)Exemption for AIFs from Section 56(2)(viib) of the  
Income-tax Act
WIN: After a series of discussion and representations at MOF, 
DPIIT, CBDT and various pre budget government meetings, 
exemption to CAT I & CAT II (restricted to investment in 
venture capital undertakings- VCU) funds has been granted 
from the preview of Section 56(2)(viib). This should be a big 
relief for the AIF Industry. 

(B) Pass through status for losses of CAT I and II AIFs in the hands 
of the investors 
WIN: Just like profit, allowed CAT I & CAT II to pass-through 
their losses to limited partner(LPs)  or investors via Finance 
Bill 2019.

(C) Allow set off of management fees from returns.

(D) Fair & consistent tax regime for AIF III. 

(E )Encourage AIFs in the International Financial Services (IFSC)
WIN: Exemption to CAT III AIFs set up in IFSC from capital gain 
tax. This would encourage a lot of local fund managers  
to IFSC.
Fund managers in IFSC will get a 100 per cent tax exemption 
in any 10-year block within a 15-year period. 
The IFSCs will also be exempt from dividend distribution tax 
from current and accumulated income to companies and 
mutual funds. 
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THANK YOU, MEMBERS  
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KNOWLEDGE PARtnERS  
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