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Dear IVCA Members, 
 
It has always been a pleasure interacting 
with such a dedicated and focused 
community at various occasions. Thank 
you for your support in its activities, be it 
its representations, events, masterclasses or 
through  sponsorship.
 
It has been an eventful year for IVCA in terms 
of additional measures taken, expanding the 
scope of ongoing activities and international 
tie-ups and events that benefit the members, 
and the entire ecosystem at the same time. 
We have added 18 more members in last 
12 months to take the total count to 122 
members. This includes 108 PE/VC funds in 
addition to 14 Knowledge partners.  
 
Industry events conducted are more 
diversified with focus on sector-specific 
events, and the new service providers’ 
annual engagement initiative under which 
4 masterclasses have been conducted with 
many more in the pipeline. 14 events were 
executed in the last one year with 1,000+ 
delegates attending and taking part in the 
events along with the exclusive networking 
sessions made available.
 
IVCA has greatly contributed to the previous 
AIPAC reports and is now focused on AIPAC 
III report. An AIF Category III council was 
formed in addition to the other sector-
focused councils that are already present. The 
AIF Category III council held its first meeting 
in August and is now working with SEBI on 
the taxation front as well and will have a 
major contribution in the AIPAC III report.
 
There is significant pace to our interactions 
with the Government and we have key 

successes to count — 1) Clarification on 
safe harbour provisions for offshore funds, 2) 
Amendment to characterization as long-term 
capital gains tax, 3) Removal of one year 
post-IPO lock-in for AIF-II, and 4) Approval for 
banks to invest in AIF-II.
 
We take great pride in our association with 
you as a member and strive to achieve 
the goals in a way that it benefits all the 
stakeholders. I would like to make sure 
that we have your ongoing support in 
this collaborative approach, which helps 
us grow and at the same time address all 
your concerns. Please do not hesitate to 
get in touch and share your suggestions/
comments/queries if any.

Please do not hesitate to get in touch and 
share your suggestions/comments/queries if 
any, on paddy.sinha@ivca.in

 We appreciate your continued support!

Sincerely,

Padmanabh (Paddy) Sinha
Vice Chairman, IVCA

VICE CHAIRMAN'S
NOTE 
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AIFS: A LOT ACHIEVED,  
A FEW LOOSE ENDS
18 months after Startup India launch,  
government has shown that it has walked  
the talk.

It was in January last year that the Prime 
Minister launched the ‘Stand-Up India, 
Start-Up India’ programme with an 
inspiring speech to entrepreneurs at a 
packed auditorium in new delhi, and to 
millions of families on television. 

Eighteen months on, one cannot but 
recognise that the government has walked 
the talk on its promises. There has been 
remarkable headway on policy changes to 
keep the startup juggernaut rolling in India.

SIDBI, under the new Fund of Funds 
structure, has infused capital into over twenty 
new VC Funds, the ambit of the programme 
has been widened and the G-20 meeting in 
July lauded India’s promotion of startups as 
exemplary. 

Startups in India and the alternative 
investment fund industry which supplies 
their lifeblood, risk capital, have also seen as 
many as 25 key policy and taxation changes 
that can act as a catalyst for this fledgling 
revolution.

BOOST TO ‘MANAGE IN INDIA’ 
For the startup revolution in India to throw 
up resilient ventures that can survive global 
competition, the primary requirement is a 
deep and sustainable pool of risk capital. 

Until 2015, it was the ubiquitous foreign 
funds who met most of these capital needs. 
In fact, an analysis of venture capital/private 
equity data showed that only 5% of the 
venture capital money in Indian startups 
came from domestic sources and 85% of 
the limited partners managed their India 
venture/PE portfolios from offshore locations. 

But long-distance relationships don’t really 
work in venture funding. Fund managers 
located in India are better-placed for a 
deeper understanding of the Indian business 
ethos, regulations and unique market 
opportunities in the country. 

Therefore, in a bid to encourage domestic 
pooling of AIF funds and get more AIF 
managers to ‘Manage in India’, about 
half a dozen policy measures have been 
initiated since 2016. These have significantly 
enhanced ease of doing business for AIFs 
and opened up new sources of Rupee capital 
to this asset class. 

To begin with, in november last year, the 
Finance Ministry, collaborating with the 
Reserve Bank of India substantially relaxed 
the foreign direct investment ground rules 
for AIFs operating in India. The changes were 
threefold. AIFs putting money into India 
were allowed to receive contributions from 
overseas investors without prior approval 
from the Foreign Investment Promotion 
Board. NRI investors, who remit about Rs 8 
lakh crore annually into bank deposits, were 
also allowed entry into this new asset class. 

In a critical change to the FDI regulation, 
downstream investments by India-sponsored 
and managed AIFs, even if they received dollar 
funds, were exempted from the complicated 
sectoral FDI caps  and conditions. 

This path-breaking policy change means 
that FDI-restricted sectors that were in need  

BY GOPAL  
SRINIVASAN

https://blog.ipleaders.in/wp-content/uploads/2016/08/gold-accumulation-1.jpg
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of capital no longer had to take recourse to 
multi-layered holding companies to source 
funds.

The industry’s long-standing demand 
that domestic institutions with access to 
longterm money, such as pension funds and 
insurers, be nudged to allocate some capital 
to AIFs was favourably considered too. 

The National Pension System was allowed to 
offer AIFs on its menu last year. With the NPS 
rapidly gaining traction with retail investors 
as well as government employees, its assets 
under management crossed Rs 1 lakh crore 
last year. This can prove to be a source of 
patient and very sticky capital to the AIF 
industry.

EASE OF DOING BUSINESS AND  
TAX CLARITY
The Securities and Exchange Board of India, 
on its part, proved that it was a listening 
regulator and constituted the Alternative 
Investment Policy Advisory Committee 
(AIPAC) committee, chaired by N.R. Narayana 
Murthy, to suggest a package of reforms to 
catalyse AIFs. The committee came up with 
a comprehensive and innovative package of 
measures spanning the operational, strategic 
and tax aspects of AIFs.

It is good to note that this report has not 
been allowed to gather dust. Many of its 
suggestions have swiftly been acted upon by 
the Finance Ministry.

Recognising that AIFs as suppliers 
of longterm risk capital deserved 
encouragement, pass-through benefits on 
taxation were extended to Category I and 
Category II AIFs. 

Investment gains on unlisted shares, which 
most AIFs deal in, were made eligible for 
long-term capital gain taxation benefits, 
by reducing the holding period for such 
tax treatment from 3 years to 2 years. 
Ambiguities in the treatment of income were 
ironed out by clarifying the safe harbour 
status for fund managers and allowing the 
characterisation of investment gains as 
capital gains, even in situations where AIFs 
held de jure management control. 

In a landmark move that has required a 
great deal of political will, the government 
has also renegotiated the double Taxation 
Avoidance Agreements with Mauritius and 
other low-tax regimes, to plug loopholes that 
allowed foreign investors to gain an unfair 
tax edge through the use of shell structures 
abroad. This change, taken with the recent 
BEPS initiative, can be expected to lead to an 
unwinding of convoluted holding company 
structures prevalent in the industry and allow 
domestic AIFs to compete on a level-playing 
field. 

Finally, SEBI’s decision in its June Board 
meeting to waive the one-year lock-in period, 
after the initial public offering for Category 
II AIFs, is a landmark change. This will allow 
private equity funds to time their exits 
from investee firms to favourable markets 
and unlock greater value for investors by 
capitalising on post-listing gains in IPO 
stocks.

WALKING THE TALK
The government has also shown itself to be 
quite ready to stand up and be counted, by 
lending a direct helping hand to startups. 

The 2016 Budget laid down a clear definition 
of ‘startups’ and made them eligible for 
significant corporate tax concessions. In a 
significant giveaway, it was announced that 
startups that meet the specified criteria 
would be eligible for an income tax holiday 
for three consecutive years, during their first 
five years of operation. 

In a boost to entrepreneurs and angel 
investors, the long-term capital gains arising 
out of the sale of any asset, subject to a 
cap, when invested in specified funds or in 

their own startups, was exempt from tax for 
investors. In January, in a bid to encourage 
angel funds, SEBI allowed such funds to invest 
in five-year old startups, instead of three years. 
It shortened the lock-in requirement from three 
years to one year and lowered the minimum 
ticket size for participation in angel funds from 
Rs 50 lakh to Rs 25 lakh. The upper limit for 
the number of angel investors in a scheme 
was expanded from 49 to 200, allowing client 
diversification. 

The government has also been quick to 
operationalise the $1.5 billion India Aspiration 
Fund under the auspices of SIDBI. This is a 
Fund of Funds designed to act as a catalyst for 
funnelling private capital into startups. 

Set up jointly by the Government of India 
with RBI, it invests in venture capital funds that 
deploy at least twice its contribution or half 
of their own capital, whichever is higher, in 
MSMEs and early-stage enterprises. Thus, the 
fund has been enabled to create a multiplier 
effect on the startup ecosystem. An interesting 
aspect is its collaborative approach to curating 
its investment bets. Funding proposals are 
independently vetted by an advisory panel that 
has been constituted by experts drawn from 
industry, IT and academia. This Fund has already 
deployed 20% of its corpus in eligible venture 
funds. 

This Fund is in addition to the Rs 40,000 
crore ($6 billion) National Investment and 
Infrastructure Fund (NIIF), which aims to supply 
capital to infrastructure projects in India.

The impact of all these measures on the 
industry is there for all to see, with AIFs 
now attracting over Rs 80,000 crore of 
commitments and the domestic pooling of

IN NOVEMBER 
LAST YEAR, THE 
FINANCE MINISTRY, 
COLLABORATING 
WITH THE RESERVE 
BANK OF INDIA 
SUBSTANTIALLY 
RELAXED THE 
FOREIGN DIRECT 
INVESTMENT 
GROUND RULES FOR 
AIFS OPERATING IN 
INDIA.

http://www.fitz.com.au/wp-content/uploads/2017/05/shutterstock_72520501.jpg
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AIF  funds climbing four times in 2016 over 
2015.

UNFINISHED AGENDA
While all the above measures set the stage 
for exceptional growth in the AIF industry 
in the years ahead, a few loose ends remain, 
which deserve policy attention. Shift to 
unit-based taxation: While many welcome 
changes have been implemented in the 
income tax treatment of AIFs in the last two 
years, a shift to a unit-based taxation system 
for this vehicle remains on the to-do list.

This can make the AIF vehicle substantially 
more attractive to investors. Under current 
tax laws, the costs incurred by investors in 

generating capital appreciation via AIFs 
are not deducted when computing 
‘income’ for tax purposes. This is unfair, 
particularly because the cost component is 
quite significant in AIFs because investors 
essentially commit to a blind pool and AIF 
managers take active efforts to identify, 
select, structure and manage investee 
firms. They take a hands-on role in running 
them too. This effectively means that an AIF 
typically deploys about 15-20% of capital 
commitments towards management 
fees, professional fees to bankers, lawyers, 
accountants, administrators, operating 
partners and other service providers. The 
current system of taxation also means that 
net losses in AIFs, if any, cannot be set off by 

THE GOVERNMENT HAS ALSO SHOWN ITSELF TO BE 
QUITE READY TO STAND UP AND BE COUNTED, BY 
LENDING A DIRECT HELPING HAND TO STARTUPS. 
THE 2016 BUDGET LAID DOWN A CLEAR DEFINITION 
OF ‘STARTUPS’ AND MADE THEM ELIGIBLE FOR 
SIGNIFICANT CORPORATE TAX CONCESSIONS.

investors and usually lapse.

A shift from the pass-through taxation 
system at the fund level to a unit-based 
taxation system can level the playing field 
between AIFs and other vehicles such as 
mutual funds and greatly contribute to the 
vehicle’s popularity. This shift will also enable 
AIFs to list their units on the stock exchanges 
and, in addition, will help them make 
secondary transfers with tax efficiency.

CLARITY FOR BANKS/INSURERS: 
Capital for fund managers is the life blood 
of this industry. In this context, while mini 
Gangotris like the SIDBI Fund of Funds are 
useful, unlocking new sources of institutional 
capital flows are critical to opening the 
floodgates. While the insurance regulator 
IRDA has ‘approved’ investments in AIFs, 
the clause has an ambiguity that needs to 
be reworded. The rule requires investments 
made by insurance companies into 
AIFs (Category II) to be channelised into 
‘SME, Infrastructure and Venture Capital 
Undertakings’. however, these are Category 
I vehicles. As Category II AIFs account for 
nearly two-thirds of industry assets, this 
needs to be reworded, in line with the 
suggestions in the AIPAC report.

Similarly, RBI, in its master circular of  

https://www.fidaesenred.com/images/web/camino-exito.jpg
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(Gopal Srinivasan is Chairperson, IVCA and 
Managing Director, TVS Capital Funds. This  
column appeared in VCCircle.)

1 July 2016, again mentions Category I AIFs. 
Sweeping Category II AIFs into its ambit 
will help banks, who have been the primary 
capital source for AIFs, to reconsider this 
vehicle.

GST UNCERTAINTY: 
While the tax anomaly on capital gains is 
being sorted out, confusion on indirect taxes 
continues to dog domestic AIFs. Presently, 
overseas pooling vehicles do not pay service 
tax and current GST rules clearly exempt 
export of services from GST. however, 
pooling of dollars in AIFs managed by Indian 
asset management companies, and profits so 
exported, are not exempt from GST. This adds 
a stiff 18% to the cost of management and 
creates significant barriers to creating more 
AIFs. More noted foreign investors in AIFs 
will mean more Indian FIs and HNIs gaining 
confidence to invest. If foreign monies 
continue to be pooled overseas, that’s a 
straight opportunity loss for India. Ideally, 
SEBI should facilitate this change before the 
next budget.

Further, AMCs in this industry make their 
profits not from fees, but from ‘carry’ based 
on the fund’s financial success, which is a 
profit-sharing arrangement. Today, there are 
cases pending with the taxman where the 
erstwhile service tax authority has demanded 
service tax on the carry paid to the AMC 
by a Fund, arguing this is merely deferred 
management fees and not a long-term 
profit. This has unleashed fresh turmoil in 
the industry, where the largest funds are 
managed by institutions like SIDBI, NIIF, True 
North, IDFC, ICICI, Tata, Birla and TVS. This 
demand can effectively dismantle the basic 
business model if further pursued by the GST 
Act. SEBI must lead the efforts to work with 
the GST Council to bring clarity to this issue.

AIF INDUSTRY PERFORMANCE DATA: 
This is a crucial initiative that needs to 
originate from the industry itself. As AIFs 
are a relatively new asset class in India, FIs 
and HNIS are impeded by considerable fear 
and confusion about the performance of 
the industry. no reliable aggregated data is 
available on the industry-level performance 
of AIFs in India. here, AIPAC’s second report 
has proposed a robust mechanism for 
creating an industry-wide performance 
database (this can be on an anonymised to 
protect an individual fund manager’s privacy) 
using the CKYC (NSE Dot.Ex) and professional 
research agencies like PRIME and CRISIL. 
These partners are ready to help create this 
data ecosystem. 

Proactive action by SEBI to convene these 
agencies and industry representatives to 
set this in motion would be a welcome 
development. 

ALLOWING ANGELS TO FLY:  
SEBI has achieved a breakthrough in 
carving out angel funds as a separate 
category of AIFs. It has even made enabling 
amendments as suggested by the industry. 
Yet, there hasn’t been a pick up in this novel 
framework because of ambiguity on ‘Angel 
Tax’. Income Tax rule 56 (2)(viib) permits the 
assessing officer to levy a presumptive tax at 
the maximum marginal rate of 30% plus cess 

and surcharge, on companies raising capital, 
if the officer believes the pricing is ‘over 
valued’. Correctly, Category I AIFs are exempt 
from this provision. But as investments by 
angel funds don’t have this exemption, 
many investors prefer Category I AIFs. This 
exemption should be extended to  
Category I angel funds. 

Tying up these few loose ends may work 
wonders to launch both India’s startup 
ecosystem and the AIF industry into an 

even higher growth trajectory. In fact, if 
these enablers are in place, a fund flow of 
$50 billion a year through the VC/PE route 
to Indian enterprises is quite an achievable 
target by 2025. The investment appetite 
exists, only the process needs to be made 
frictionless.

http://www.hrmasia.com/sites/default/files/46534892_l.jpg
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DISTRESSED ASSETS  
INVESTING:  
THE CHANGING LANDSCAPE 
The government and the regulators have 
shown remarkable urgency and agility in  
tackling the NPA problem. Nonetheless, there 
are pains and costs to be borne on the way. 

“I must reiterate the intent 
and resolve on the part of 
the Government and the 
regulators to collectively 
address the problem of 
stressed assets in the system. 

There are pains and costs to be borne, but 
as long as the end-game is a desirable goal, 
these should be worth it for placing the 
private economy structurally on a path of 
sustained growth.” – Reserve Bank of India 
(RBI) Governor Dr Urjit Patel at the National 
Conference on Insolvency and Bankruptcy: 
Changing Paradigm in August 2017.

These words sum up the approach adopted 
by the Indian Government and regulators, 
and the actions taken over the last few 
years. Probably, it is this realistic outlook and 
focused approach towards reforms that has 
led to some of the big names in Indian PE 
space announcing their desire to participate 
in the Indian distressed asset investment 
play. Some recent news reports , the gross 
NPAs of Indian banks surged to over Rs 9.5 
trillion (about $145 billion) as of June 2017. In 
a report  published in June 2017, RBI stated 
that it expects the NPA-deposit ratio to 
increase from 9.6% in March 2017 to 10.2% 
by March 2018.

While distressed sector had been an active 
focus area for some players, the increase in 
quantum of NPAs available for sale coupled 
with a slew of path-breaking reforms 
undertaken by the Government and the 
regulators have played a big role in drawing 
attention of all the market participants 
including the PE players.

INTRODUCTION OF THE INSOLVENCY 
AND BANKRUPTCY CODE, 2016 (‘IBC’)
The Government has introduced the 
landmark legislation of IBC, which 
consolidates various laws and assures time-
bound resolution to recovery and settlement 
of debts.  It proposes a ‘creditor in control’ 
approach while running the Company 
on a going concern basis. A creditor has 
the right to initiate insolvency process 
on a single default by the debtor. This is 

not only expected to bring in the much-
needed discipline amongst the borrowers 
but also assure the creditors of recoveries 
in a timely manner minus the agony of 
facing uncertainty that is usually involved in 
complex legal processes. 

In order to make it further effective, the 
Government promulgated an Ordinance 
empowering the RBI to direct the banks 
for initiation of insolvency proceedings 
under the IBC in respect of any default.  It 
further authorised the RBI to set up sector-
specific oversight committees to protect 
bankers from future action, if any, by the 
investigating agencies.  Closely on the heels 
of the Ordinance, the RBI directed banks to 
initiate insolvency processes against top 12 
defaulters accounting for about one-fourth 
of total NPAs. Further, the RBI directed banks 
to determine appropriate resolution in 
case of another 55 identified cases within 
six months’ time, failing which insolvency 
proceedings may be initiated. These were 

BY TUSHAR SACHADE,  
MAYUR GALA AND  
JIGAR MEHTA
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followed by a second list of about 40 
defaulters where banks had to pursue IBC 
mandatorily. 

On the other hand, the SEBI has amended its 
Regulations to exempt lenders from takeover 
conditions in case of acquisition of equity 
under restructuring schemes or those as part 
of resolution plan under the IBC. 

The IBC proceedings are under way in over 
300 cases currently and implementation on 
resolution plans are expected to commence 
in coming months. Banks, ARCs and other 
creditors have resorted to IBC over past 
several months.

NPA DEAL SIDE – KEY CHANGES  
IN REGIME 
Apart from introduction of IBC, there have 
been reforms pertaining to sale of NPAs as 
well as changes in the regulatory and tax 
regime of asset reconstruction companies 

(‘ARCs’) over the last couple of years. 
historically, the ARCs have been the entities 
that are specially authorised by the central 
bank, viz., the RBI to acquire NPAs from 
banks for the purpose of turnaround and 
recovery. Following have been the key 
reforms in this regard:

l REVISED GUIDELINES FOR SALE OF 
STRESSED ASSETS BY BANKS: 
The banks have been directed to put in 
place a mechanism to ensure identification 
and sale of NPAs at fair valuation and adopt 
swiss challenge method for sale of NPAs.  
The potential buyers’ list has been widened 
beyond ARCs.

l FOREIGN DIRECT INVESTMENT 
(‘FDI’) AND REGULATORY FRAMEWORK 
FOR ARCS:
100% FDI in ARCs is now permissible 
without requirement of approval from 
exchange control perspective.  Further, 
ARCs can be owned 100% by a single 
sponsor group now. 

l ONE-LEVEL TAXATION FOR  
ARC TRUSTS:
The ARC trusts, i.e., the NPA-holding vehicles 
of ARC are accorded pass-through status for 
income tax purposes, thereby assuring one-
level taxation regime for ARCs.  This would go 
a long way in bringing certainty under the 
taxation law.

l EXPANSION OF SARFAESI ACT  
BENEFITS:
SARFAESI Act benefits are extended to listed 
debt instruments, amongst others.

l LISTING OF SECURITY RECEIPTS (SRs) 
ISSUED BY ARC TRUSTS:
Finance Minister Arun Jaitley announced in 
his last Budget speech that the listing of SRs 
would be permitted.  This could not only 
increase the liquidity of SRs but also attract 
wider investor group for participation in the 
sector. The norms in this regard are being 
worked out amongst the Government and 
regulators.

http://image.posta.com.mx/sites/default/files/cambio-climatico1.jpg
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INVESTMENT MODELS
Keeping up with the dynamism of above 
reforms, the players have been exploring 
different investment models for participation 
in this sector.  Some of the models being 
observed on the ground are:

l Participation through ARCs
l  Setting up full-fledged distressed asset 

investment platform 
l Participation in IBC turnaround process
l  Direct investment in companies 

experiencing early distress 
l  ARCs aggregating loan assets of borrowers 

already under IBC

We shall see furthermore diverse investment 
structures as the NPA situation evolves in the 
economy.   

SOME TEETHING ISSUES
As in case of any new regime, some initial 
challenges have been encountered in case of 
above reforms as well.

IBC:
There has been litigation regarding initiation 
of insolvency proceedings in some cases 
including cases of consumers raising 
concerns regarding their position vis-à-vis 
financial creditors. Further, some banks 
have been raising concerns about erosion 

of value in certain cases under insolvency 
proceedings. The judiciary and the 
Government have done well to move swiftly 
on most of these issues.  

INVESTMENT IN ARC SRS:
Another unexpected issue that had emerged 
was the exhaustion of FPI debt investment 
limits. FPI investments in the distressed sector 
by way of SRs are covered under the overall 
debt limits applicable across all FPIs which 
got exhausted recently. The SEBI and RBI 
have now provided additional room to FPIs 
for making further debt investments. While 
the additional limits may be a temporary 
relief, it is expected that we shall see this 
issue being resolved more comprehensively 
going forward given the strong emphasis on 
attracting FPI investment in the distressed 
sector.

NPA DEALS:
The deal flow with respect to sale of 
NPAs to ARCs continues to be impacted 
due to valuation mismatch between the 
participants. This is another area which is still 
evolving. however, given the push by the 
Government and regulators, the issue could 
be expected to smoothen over time.  

THE WAY FORWARD
The resolution plans of the top 12 cases 
under IBC are expected to be finalized over 

(Tushar Sachade is a Partner, Mayur Gala is a 
Director and Jigar Mehta is an Associate Director 
with PricewaterhouseCoopers Pvt Ltd)

the next 3-4 months and that is what the 
Indian and global market participants are 
closely tracking. These are expected to 
significantly influence the further course of 
action in the sector. Players are also keenly 
evaluating structures involving ARC after 
introduction of IBC.

The government and the regulators have 
shown remarkable urgency and agility in 
tackling the NPA problem affecting the 
Indian economy.  nonetheless, as candidly 
acknowledged by the RBI Governor, there 
are pains and costs to be borne on the way – 
recapitalization of banks, encouraging banks 
for selling off NPAs, fair valuation of stressed 
assets, sustenance of value in companies 
under IBC, harmonizing promoter groups, to 
name a few. In the long run, however, with 
an active participation of all stakeholders, the 
economy as a whole is likely to reap huge 
benefits from the above reforms. 

http://www.cfo-india.in/sites/default/files/Bank%20loss.JPG
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Peer-to-peer lending (P2P lending) 
has been recently notified by 
the Reserve Bank of India (RBI) 
as an NBFC activity. As per RBI’s 
notification, the business of a 
peer-topeer lending platform 

entails providing under a contract, the 
service of loan facilitation, via online medium 
or otherwise, to the participants who have 
entered into an arrangement with that 
platform to lend on it or to avail of loan 
facilitation services provided by it. In a 
nutshell, P2P lending is a mode of lending 
whereby the intermediate platform acts as 
a marketplace and matches lenders with 
borrowers so that loans could be provided. 

In its consultation paper released in 2016, 
RBI had acknowledged that as of 2015, the 
cumulative lending through P2P lending 
platforms globally had reached up to £4.4 
billion, as compared to that of £2.2 billion in 
2012, i.e., a 100% rise within three years. It is 
in this backdrop that the recent notification 
by RBI designating P2P lend-ing business 
as an NBFC activity becomes important, as 
it will provide a huge impetus to the P2P 
lending platform industry, which is still in a 
nascent stage.

What is clear is that RBI has taken the bull 
by its horn and stepped at the right time to 
regulate an industry that is going to disrupt 
the financial inclusion space and achieve 

P2P LENDING PLATFORMS:  
TAKING THE BULL BY ITS HORN!
RBI has stepped at the right time to regulate an industry that is 
going to disrupt the financial inclusion space.

significant growth in near future. It is also 
interesting to note that the notification not 
only covers online P2P lending platforms but 
also covers offline P2P platforms as well. It 
is only logical for RBI to have taken this step 
in order to plug and govern the sector in a 
wholesome manner.

Typically, P2P lending involves the borrower 
posting his/her loan requirements on the P2P 
platform which is followed up by any lender 
accepting to grant the loan to the borrower. 
The business of P2P lending has gained slight 
traction in India over the past few years, 
largely due to presence of some online P2P 

lending platforms. Few online P2P platforms 
in India have developed their own credit 
assessment criteria to determine the 
creditworthiness of the borrower that 
enables any prospective lender to grant the 
loan. One of the advantages of P2P lending 
is that it provides for easier availability of 
loans at lower interest rates to the borrower, 

BY    
SIDHARRTH  
SHANKAR

https://userfilescdn.yourstory.com/uploads/production/ 
document_image/file/64077/full_10fb950080
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(Sidharrth Shankar is a Partner with J. Sagar 
Associates, Advocates and Solicitors)

without the  requirement of any collateral. 
What is also attracting the borrowers to raise 
loans through P2P lending is that it does 
not involve the long-drawn procedures 
usually involved in obtaining loans from 
banks. In case of small businesses, availing 
credit through P2P platforms has catered 
to much-needed funding requirements of 
entrepreneurs. It is due to this reason that 
P2P lending platforms are slowly gaining 
interest and the gap being sought to be 
fulfilled is the one which traditional lenders 
like banks are unable to fulfil.  

While RBI is expected to release the detailed 
regulations governing P2P lending platforms 
soon, it will be interesting to see how the 
existing players would react to the norms to 
be proposed by RBI. An insight to this can 
be gathered from the consultation paper 
wherein RBI has already hinted at few norms 
such as those relating to minimum capital 
requirement, leverage ratio, permitted 
activities, business continuity plans etc.

While the nature of eligible lenders at a 
P2P platform are yet to be determined, 
however, it can be safe to assume that 
individual lenders will be entitled to provide 
credits through the P2P platform, subject 
to adequate regulatory caveats. It will be 
interesting to see what will be the cap on 
the ticket size of transactions that RBI seeks 
to put for eligible borrowers and lender to 
obtain/provide loans (as the case may be). 
Considering the overall scenario concerning 
bank loan defaults in India, the ticket size 
of transactions would be something where 
RBI needs to tread carefully. Considering 
that India has always had problems of 
severe under-regulation in some instances 
to over-regulation in most of the instances, 
the regulator will have to be insightful in 
regulating the ticket size of transaction, in 
order to encourage the industry and provide 
a positive impetus to  its growth. 

Loan recovery will pose the most significant 

challenge to the P2P lending platforms. 
While traditional lenders such as banks 
have adequate manpower and resources 
to recover loans, it will be interesting to see 
how P2P lending platforms tackle this issue. 
Going by the fact that P2P lending platforms 
will involve individual lenders, the onus 
for recovery of loans cannot be expected 
to lie on such lenders. While some of the 
existing P2P players provide loan recovery 
services, however, with the increase in 
volume of transactions that is expected from 
now on, this challenge is liable to increase 
significantly. This will entail challenge to 
P2P players and they will be required to 
adequately equip themselves. 

WHILE THE NATURE OF 
ELIGIBLE LENDERS AT A 
P2P PLATFORM ARE YET 
TO BE DETERMINED, 
HOWEVER, IT CAN 
BE SAFE TO ASSUME 
THAT INDIVIDUAL 
LENDERS WILL BE 
ENTITLED TO PROVIDE 
CREDITS THROUGH 
THE P2P PLATFORM, 
SUBJECT TO ADEQUATE 
REGULATORY  
CAVEATS.
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PRIVATE EQUITY: CHANGING SCENARIO IN 
TAX AND REGULATORY LANDSCAPE
While on the regulatory side, valuation rules have been  
successively relaxed, Income-tax provisions have been going 
backwards nullifying these relaxations. 

Given the significant 
macroeconomic and policy 
changes witnessed by India 
(such as GST), Private Equity/
Venture Capital investments 
in India have been reported to 

reach record highs in 2017.

DIPP statistics indicate that close to Rs 67,000 
crores has been invested as foreign direct 
equity investment in the April-June quarter 
this year. Services, Computer Software and 
hardware, and Real Estate were the top three 
picks.

The stated position of the present 
Government has been to enact policy that 
improves ease of doing business in India. 
To this effect they have undertaken several 
measures to relax FDI regulations. however, 
there have been several changes (few of 
which are highlighted below) that may 
dampen the feel good factor.

VALUATION RULES FOR VALUING  
UNQUOTED EQUITY SHARES  
While on the regulatory side, valuation 
rules have been successively relaxed 
enabling ease of investments (from the 
formula based CCI Method to DCF Method 
and now internationally accepted pricing 
methodology), Income-tax provisions have 
been going backwards nullifying these 
relaxations. 

Buyers already faced tax exposures on 
purchase of shares below prescribed values 
(receipt of assets without consideration or for 
inadequate consideration), however, they did 
get a cost step-up. now provisions have been 
introduced that result in tax implications to 
the Sellers as well (by determining notional 
capital gains based on FMV of unquoted 
shares computed as per the valuation rules). 
Thus, on a single commercially negotiated 
third party transaction (which in the case of 

BY  PUNIT  SHAH
WITH  SHASHIDHAR 

UPINKUDRU  AND   
VENKATRAMAN IYER
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distressed assets can be below prevailing  
FMV), both Buyers and Sellers can suffer 
additional tax burden should the sale price 
not be in line with valuation rules which have 
been by the Central Board of Direct Taxes. 

For Buyers, the erstwhile valuation rules of the 
unquoted equity shares of a company were 
basis the book value of its assets and liabilities. 
After introduction of these rules, it would now 
be on the fair market value of the underlying 
assets and the book value of the liabilities.

Ostensibly, these rules have been introduced 
as anti-abuse measures to prevent the 
practice of transferring unlisted shares at 
prices much below their fair market value. 
however, given the introduction of General 
Anti-Avoidance Rule (GAAR) one wonders 
if there is a need for such provisions. The 
Government should consider providing an 
exception for domestic investment funds 
(such as AIFs and Securitization Trusts) and 
non-residents covered regulatory pricing 
guidelines as may be applicable.

Various representations have been made 
on this front and it will have to be seen if 
the Government agrees to carve out certain 
exceptions. 

MULTILATERAL INSTRUMENT –MLI AND 
ITS IMPACT ON INDIA’S DTAAS
Mauritius and Singapore have traditionally 
been the top two investing countries 
under the foreign direct investment route, 
contributing more than half the foreign 
equity inflows. The existence of a tax treaty 
with India which provided favourable tax 
treatment for capital gains was attributed to 
be a significant contributing factor.

However, these tax treaties were recently 
revised to accord taxation rights on capital 
gains arising from sale of shares to India, 

however, the past investments were 
grandfathered.  

In the context of these and other DTAAs 
signed by India, the signing of the 
Multilateral Convention to implement tax 
treaty related measures to prevent Base 
Erosion and Profit Shifting (‘Multilateral 
Instrument’ or ‘MLI’) is a momentous 
development. On 7 June 2017, 68 countries 
(including India, Singapore, Netherlands, 
Manutius and Cyprus) became signatories to 
the MLI.

MLI amongst other things attempts to 
prevent treaty abuse and aims to deny 
treaty benefits if it is reasonable to conclude 
(having regard to all facts and circumstances), 

that obtaining tax benefit was one of the 
principal purposes of any arrangement or 
transaction that resulted directly or indirectly 
in that benefit. Thus, applying a treaty will 
no longer be a simple exercise involving a 
quick reference to a rate chart. It will become 
a complex exercise that involves identifying 
applicability of MLI and its modification of 
the treaty in question.

The India-Singapore and India-Cyprus 
DTAAs are covered by the MLI but the India-
Mauritius DTAA is presently excluded. 

The MLI coupled with other far reaching 
changes in the Indian context that affect 
cross border activity such as the General 
Anti-Avoidance Rule (which seek to disregard 
arrangements that are put in place with the 
main purpose of obtaining a tax benefit), 
POEM (which seeks to determine the tax 
residency of an entity based on the location of 
the personnel/services providers of the entity), 
thin capitalisation and secondary adjustments 
in transfer pricing, will have a significant 
impact on future foreign investment in India. 

IMPACT ON EXITS AND RELATED TAX 
INDEMNITIES 
Tax related indemnities that are typically 
provided on exits by non-resident sellers 
who may enjoy tax shelter under a double 
taxation avoidance agreement (DTAA) will 
also be impacted by these developments. 
There have often been disagreements 
on availability of DTAA benefits between 
Buyers and Sellers, with the Sellers looking 
to fulfil the obvious factors such as being a 
tax resident and producing a tax residency 
certificate and the Buyers insisting on 
factors such as substance in the jurisdiction, 
meeting applicable limitation of benefits 
requirements, etc.

Tax indemnities are the go-to solution to 

DIPP STATISTICS 
INDICATE THAT CLOSE 
TO RS 67,000 CRORES 
HAS BEEN INVESTED 
AS FOREIGN DIRECT 
EQUITY INVESTMENT 
IN THE APRIL-JUNE 
QUARTER THIS YEAR. 
SERVICES, COMPUTER 
SOFTWARE AND 
HARDWARE, AND 
REAL ESTATE WERE 
THE TOP THREE PICKS.
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Associate Partner and Venkatraman Iyer is  
Principal at Dhruva Advisors LLP)

bridge disagreement between the Buyers 
and Sellers over tax withholding implications 
and related compliances. A typical tax 
indemnity is capped at 2-3 times the  
applicable tax amount and is provided for a 
period ranging up to 7 years from the end 
of the FY of transfer (depending upon the 
remaining fund life, commercial negotiations, 
etc.). Parties have also explored obtaining Tax 
insurance; however, the costs involved could 
be significant.

Interestingly, recently the Allahabad High 
Court allowed the tax department to initiate 
tax recovery proceedings for failure to 
withhold tax on a Buyer, 10 years after the 
transaction. Such a scenario while extreme 
will expose the Buyer to tax liabilities even 
where there are specific tax indemnities.

Going forward factors such as the GAAR 

and MLI (mentioned above), which require 
demonstration of non-tax reasons for 
presence in a particular jurisdiction will also 
influence the availability of a DTAA.  
Particularly, investments grandfathered under 
the Mauritius and Singapore DTAAs (which 
are also excluded from the ambit of GAAR) 
can be impacted by the MLI.

Given, these developments, Buyers going 
forward may insist that the Seller obtains a 
tax withholding certificate from the Income-
tax department, even if the process can at 
times be time consuming/onerous. Such 
a certificate provides the Buyer with near 
certainty from a tax withholding perspective. 
We have seen a recent trend of parties 
approaching the tax authorities and getting 
these certificates in a timely manner.

RELEASE OF INVESTMENT LIMIT IN 
CORPORATE DEBT SECURITIES FOR FPI

Recently, the foreign investment limit in 
corporate bonds of Rs 2,44,323 crore has 
been utilized to 99%, leaving no head room 
for further investments. A few large Rupee 
denominated bonds (‘Masala Bonds’) issues 
(which are also covered under the umbrella 
limit for corporate bonds) had attributed to 
such utilization. 

With a view to liberalise and provide head 
room for the investment in corporate 
bonds, RBI with effect from 3 October 2017, 
decided to exclude Masala Bonds from the 
investment limit in corporate bond. Thus, an 
amount of close to Rs 44,000 crore (earlier 
utilized by Masala Bonds) would be made 
available over the next two quarters towards 
corporate bonds. Further, RBI has reserved 
an amount of Rs 9,500 crore in each quarter 
for investment in infrastructure sector by 
long term FPIs (i.e., Sovereign Wealth Funds, 
Multilateral Agencies, Endowment Funds, 
Insurance Funds, Pension Funds and Foreign 
Central Banks).

These developments coupled with the 
relaxation in listing requirements for FPI 
investment in NCDS, bode well for future 
foreign investments in the corporate bond 
market.

TAX RELATED INDEMNITIES THAT ARE 
TYPICALLY PROVIDED ON EXITS BY  
NON-RESIDENT SELLERS WHO MAY ENJOY 
TAX SHELTER UNDER A DOUBLE TAXATION 
AVOIDANCE AGREEMENT (DTAA) WILL ALSO BE 
IMPACTED BY THESE DEVELOPMENTS. 

http://www.controltributariomx.com/img/slide-2.jpg
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T he Indian real estate sector has 
been witnessing continuous 
investments, especially from 
global investors. Recent data 
released by department 
of Industrial Policy and 

Promotion (DIPP) indicates that from April 
2000-December 2016 the construction sector 
saw equity inflows of $24.28 billion through 
FDI; about 8.4 per cent of total inflows into 
the country. In 2016, the real estate sector in 
India witnessed private equity investments to 
the tune of Rs 400 billion ($6.1 billion). While 
banks have shied away from this sector, 
NBFCs have been aggressively lending to the 
developers and have built a sizable book.

While the pace and quantum of investment 
in this sector has been consistently rising, 
investors remain wary of the risks. Real estate 

KNOW THE  
DEVELOPER:  
GROWING IMPORTANCE 
OF REPUTATION DUE  
DELIGENCE IN REAL  
ESTATE FINANCING

While the pace and  
quantum of investment in 
the real sector has been 
consistently rising,  
investors remain wary  
of the risks.

remains one of the least transparent sectors 
in India. While RERA (Real Estate Regulation 
Act) is expected to change the landscape, it 
is still early days and we are yet to see how 
this Act will influence the operating style 
of the developers. Other than some of the 
large and reputed names, most real estate 
developers continue to struggle and have 
witnessed limited sales. high liquidity has 
resulted in refinancing opportunities for 
developers who have been shifting from 
one lender to the other. Also, with increased 
supply of funds, the yields available for the 
investors are constantly under pressure. In 
this backdrop, institutional investors have 
become extremely careful and are extending 
funds only where they feel comfortable with 
the developer and not just the project.

Over the last 18 months, a large number 
of private equity firms and NBFCs have 
introduced reputation and integrity 
due diligence as an integral part of their 
assessment process and investors are keen to 
gain credible insights about the developers 
and their governance, operations, quality and 
compliance.

1. Background and reputation of  
the promoters
The basic principles of knowing your investee 
while extremely critical is unfortunately not 

adequately reflected in the balance sheet of 
the company. Getting a deeper perspective 
about the intentions of the promoter and 
their operating style is critical as it provides 
strong insights as to how a promoter may act 
during a difficult period or at the time of exit. 
A thorough due diligence includes inputs 
from multiple stakeholders including other 
investors, contractors, architects and brokers. 
Validating key commercial relationships and 
uncovering potential conflicts of interest 
help to gain greater confidence that the 
invested funds will be used for the intended 
purpose and there is no leakage. 

2. Ownership Structure
Real estate transactions tend to have 
complex ownership structures and involve 
multiple middlemen. At times, the person at 
the forefront may not be the owner of the 
business and is just a representative used 
to hide the real beneficiaries. The real estate 
sector is well-known to have a complex 
web of ownership weaved through multiple 
corporate entities, many of which are SPVs 
with no real business. A good quality due 
diligence enables the investors to decipher 
the ownership structure, gain further clarity 
on the counter party and examine the source 
of funds and its legitimacy.

BY  TARUN BHATIA 
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CHALLENGES UNIQUE TO INDIA’S 
BUSINESS ENVIRONMENT

Corporate governance standards 
are still evolving 
l�Lack of segregation of duties, 

absence of code of conduct, limited 
whistle blowing mechanism, and 
weak internal audit functions

l�Close nexus between politicians, 
bureaucracy and business compro-
mises ethical operating standards

l�Several cases of investors facing ‘bad 
faith’ practices from local partners, 
subsidiaries and competitors

Accounting and auditing practices 
have not fully matured for the local 
market
l�Over-reliance of internal and external 

auditors on management  
representations

l�Auditing tools are not customized to 
the Indian operating environment 
(e.g., family owned businesses)

l�ERP systems are often ineffective in 
driving transparency

Improving but yet weak regulatory 
oversight 
l�India’s regulatory systems are 

complex and ever-changing (tax, 
environmental, competition laws)

l�The complex judicial system makes 
it difficult for investors to enforce 
agreements and punish non-com-
pliance

l�Cannot rely on courts or arbitra-
tion to resolve disputes in a timely 
manner

3. Credit worthiness and access to  
formal and informal markets
Credit quality in the real estate sector has 
traditionally been quite weak. however, 
the heavy flow of funds into the sector 
has enabled developers to refinance their 
debt. Apart from looking at the financials 
and project cash flows, it is important for 
an investor to gain a better understanding 
of the worthiness of the developer in the 
credit market, especially unorganized. Indian 
promoters are known to borrow actively from 
money lenders (Hundis) and High Net worth 
Individuals (HNIs) and often in their personal 
capacity. However, given the nature of such 
borrowing, the developer would always give 
it the highest priority and service such debt 
ahead of institutional investors. Similarly, 
investors can also be exposed to hidden 
liabilities in connection with unresolved 
litigation and disputes. It is important that 
potential investors understand how litigious 
the developer is and the potential liability in 
connection with unresolved and ongoing 
disputes.

4. Quality of completed and  
ongoing projects
For a long time, investors and lenders were 
only focused on sale of the project. For a 
majority of real estate developers it was 
always about finding a buyer who is willing 

to pay upfront. Barring a few there was 
little  thought put into the timeliness of 
delivery and providing the quality promised 
at the time of sale. however, even before 
RERA came into force, buyer/consumer 
forums (groups of aggrieved customers) 
had become very active in voicing their 
concerns with the relevant authorities. 
With introduction of RERA, consumers have 
become even more aware and the extent 
of activism has significantly increased. In 
Kroll’s experience, PEs and NBFCs are today 
very keen to know the level of compliance 

The result
l�Lack of good quality information on 

business practices

l�Key accounting and performance 
related data can be manipulated 
relatively easily

l�Investors may be exposed to reputa-
tion-related and regulatory risks

l�Good investments may not be 
getting done due to insufficient or 
conflicting information at the developers’  end, steps being taken 

and the potential risks that they can face due 
to breach in RERA norms and dissatisfied 
customers.

Some other factors which are equally 
relevant for the real estate sector include 
an understanding of the extent of political 
affiliations and the potential use of such 
relationship in connection with the project. 
Similarly, it is good to understand the land 
acquisition process of the developer and if 
the same is at arm’s length basis.
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Exit panel discussions during Private 
Equity (PE) industry events in India 
are lively, to say the least.     

This is when the illiquid nature of 
the asset in question is truly on 
show, and whether the record is 

read out with skepticism or optimism, the 
fact still remains that the majority of money 
invested with General Partners (GPs) has yet 
to be returned to investors. liquidity prospects 
have improved over the past two years due to 
a lively IPO market, high valuations, increased 
M&A activity and an emerging trend of  

transactions  between GPs. However, many 
GPs continue to hold investments in pre-
Global Financial Crisis (GFC) vintages, and 
the current exit pace may not be sufficient to 
provide traditional exits for these aging assets.  

This overhang of older vintage PE assets 
raises the question - will we see an active 
Secondaries market evolve in India for Limited 
Partners (LPs) just as it has in other key PE 
markets? Before we tackle the question 
of whether the stars are aligned for LP 
Secondaries in India, let us define a few terms. 
Secondary, by definition, refers to a transfer of 
something that is existing, and in this instance, 
that something is an investment with a GP. 
As LPs look to rebalance their exposure to 
different vintages, strategies across asset 
classes, economies and managers (GPs), they 
are actively either operating in a Secondary 
mode or setting up separate Secondary 
funds. The LP Secondary market, in terms of 
transaction value, touched a record of $42 
billion in 2015, transacted on $37 billion in 
2016 and continues to be bullish in 2017. 

About 6% of total transaction value was driven 
by Asia and while granularity regarding how 
much of the broader Asian volume took 
place in India is unavailable, it is likely not very 
different from the share that global LPs allot to 
India in their primary PE commitments. One of 
the better indicators that Secondaries are here 
to stay is that more Asia-focused Secondary 
funds are setting up shop in India by opening 
more offices and putting more boots on the 
ground. 

So what are the types of transactions 
typically seen in the LP Secondaries 
market? 
While every transaction is bespoke and 
involves careful structuring around the buyers 
and sellers, GPs and LPs, the more common 
Secondary categories are the following: 
(a) Conventional LP-led Secondary 
transactions where an investor holding 
either a portfolio of LP interests or a single LP 
interest transacts with another LP, transferring 
their ownership of the assets. As you can 
imagine, these types of trades tend to be 
executed by larger institutional LPs;   

BY RISHI ASWANI

IS INDIA A SECONDARIES 
DESTINATION  
FOR LIMITED PARTNERS? 
The global Secondary market, in terms of  
transaction value, touched a record of $42 billion 
in 2015, transacted on $37 billion in 2016 and 
continues to be bullish in 2017.
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(b) GP or LP-led direct Secondaries  where 
an investor purchases securities directly 
from a selling LP or GP, assuming ownership 
and management responsibilities for the 
assets. The purchaser works closely with the 
management of portfolio companies, just 
as the prior GP did, to assist in executing the 
strategic growth and monetization plans; 
and (c) GP-led fund restructurings  where 
GPs seek to generate liquidity for their LPs by 
executing strip sales of portfolio securities, 
tender offers for LP interests or complete 
fund sales with the option to roll-over into a 
new fund and remain invested with a new 
timeframe. GP-led fund restructurings often 
lead to spin-outs of captive teams.

Additionally, an interesting part of Secondary 
transactions is that depending on the deal 
and investor, there may be an opportunity to 
staple a primary component to the Secondary 
transaction, enabling GPs to further build-out 
the value creation they communicated to 
(now) roll-over LPs. In a country where there 
is consensus that it takes time to build value, 
and GPs frequently find themselves up against 

the clock, additional funds and runway from a 
Secondary restructuring are like gold dust.

Secondary funds, by definition, do not invest 
into blind-pools of securities. Returns and 
holding period calibrations are set accordingly, 
with each buyer performing their own due 
diligence on an asset or a portfolio in order 
to achieve their objectives. Transfers are 
carefully designed and negotiated, often via 
intermediaries and lawyers, with a focus on 
maximizing the value of the underlying assets. 
What once started as a market for troubled 
buyouts has now evolved into a market where 
Secondary LPs are seeking good investments 
and are willing to pay a price at or close to par 
on the net asset value (NAV) of assets. 

While the above sounds great on paper, the 
LP Secondaries story has been slow on the 
ground in India.

The Secondaries market in India goes 
back to 2006 when Coller Capital bought 
a stake worth $35 million in ICICI Venture 
Funds’  India Advantage Fund-I, providing 

ONE OF THE BETTER 
INDICATORS THAT 
SECONDARIES ARE 
HERE TO STAY IS THAT 
MORE ASIA-FOCUSED 
SECONDARY FUNDS 
ARE SETTING UP 
SHOP IN INDIA BY 
OPENING MORE 
OFFICES AND 
PUTTING MORE 
BOOTS ON THE 
GROUND.
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IN A COUNTRY WHERE THERE IS CONSENSUS 
THAT IT TAKES TIME TO BUILD VALUE, AND GPS 
FREQUENTLY FIND THEMSELVES UP AGAINST 
THE CLOCK, ADDITIONAL FUNDS AND  
RUNWAY FROM A SECONDARY  
RESTRUCTURING ARE LIKE GOLD DUST.

existing investors a partial exit. Renuka 
Ramnath was MD and CEO of ICICI Venture 
Funds at the time, and Advantage Fund-I 
held investments such as Dr. Reddy’s, 
Nagarjuna Constructions, Air Deccan and 
Infomedia. While the transaction was hailed 
as a new type of deal and the potential 
beginning of a trend in the domestic 
market, a perfect storm of the GFC, rupee 
depreciation and difficult market conditions 
have discouraged Secondary activity in 
subsequent years.

If we gauge investor sentiment by the recent 
inflows of PE capital into India, however, 
investors appear to be taking another look 
at India and are viewing it more favorably 
as an investment destination. Wiser from 
the lessons of the pre-GFC era, the surviving 
GP and Promoter eco-system has evolved. 
LPs themselves are much more demanding 
in terms of return calibrations, reporting 
requirements and best practices. The 
government is also more aligned and while 
the ensuing results are heavily monitored 
and analyzed, at least investors agree that 
the language is more encouraging. In the 
2017 Global Limited Partners Survey poll by 
EMPEA, India ranked first among emerging 
market destinations, up from 9th in 2013.

Below the macro-view though, Secondary LPs 
are still rightfully cautious and transactions 
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(Rishi Aswani, CFA is a Director at Duff & Phelps 
and leads Portfolio Valuation and Secondary  
Market Advisory in India)

are scarce as Secondary LPs are wary of being 
‘passed the parcel’. The fact remains though 
that investor interest in India is growing 
and more Secondary funds are considering 
investments in India. So how are these investors 
approaching the market? As you can imagine, 
the Secondary investment process includes a 
review of both the assets and the manager.

For starters, it is important to  
understand the asset quality that  
Secondary investors are buying.  
Investors look first for sound investment 
theses. Assets managed by GPs at the end 
of their fund lives and in need of a tail-end 
restructuring are often strong candidates 
for Secondary investors. note, as fees dry up 
in extension periods, GPs are often faced 
with a double dilemma of not drawing fees 
during this period and a lack of dry powder 
to make add-on investments necessary to 
take their portfolio companies to the next 
level. Secondary LPs will be most attracted to 
assets that have a good clean history and are 
believed to have a path to exit. In these cases, 
the GPs need only run a beauty contest for 
potential Secondary investors.

The recent uptick in exits, while impressive, 
highlighted two important trends. First, that 
certain sectors have fared better than others, 
and that deal volume is skewed by some 
rather large exits. disparate sector perfor

mance indicates that the overhang has some 
way to go, and while supply is plentiful in 
an apparently benevolent exit environment, 
Secondary investors will still need to be 
convinced that they are aligning themselves 
with a trend that gives them the best odds of 
meeting their return expectations.

Second, and especially in the case of fund 
restructurings, the GPs have a very  
important role to play, as they often are 
the source and co-lead of transfer processes. 
GPs must earn the trust of potential exiting 
and roll-over investors, as well as the 
Secondary investor, all of whom are relying 
heavily on the GP’s reporting. It is difficult to 
overestimate the importance of transparency, 
especially in an emerging market. GPs on 
their part are incentivized to adopt best 
practices in terms of reporting, valuation and 
governance, ensuring their companies are 
ready to take to the Secondary market.

A number of GPs have tried to run Secondary 
processes in-house. But these in-house 
processes face challenges in managing 
conflicts while running a fair process, which 
has opened the market for third-party 
advisors to lead the transfer processes and 
seek the best results for all stakeholders. 
While not the general rule, portfolios of 
Indian GPs also tend to be smaller than 
portfolios from other geographies. Their 
smaller size puts Indian portfolios in the 

sweet spot for fund restructurings, as 
Secondary investor diligence tends to be 
more manageable in smaller restructurings. 

India is not a homogenous market, neither 
on the GP side nor on the LP side. LPs will 
have a myriad of holding structures, tax 
considerations and hurdle returns, all of 
which will need to be addressed on a case-
by-case basis. What is encouraging is that 
Secondary LPs are active in other alternative 
asset strategies beyond classic buyout, 
including venture capital and credit, and 
are willing to scale transaction sizes across 
strategies.

As the market in India continues to grow 
for primary LP investors, it will also gradually 
mature for Secondaries LP investors focused 
on the opposite end of the fund life timeline. 
And even if the market corrects, any 
crises down the road will only encourage 
Secondary LP funds scouting for troubled 
buyouts and other distressed assets. All this 
points to a bright future for Secondaries in 
India, a future in which investors will have 
increased options to better manage their 
private equity investments.

https://static1.squarespace.com/static/52d7b15be4b0bd82f382963c/t/564b1c7ae4b0b5206c3926cb/1447761846207/
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BY ARVIND GURUMURTHY

It could be a matter of time before some of the 
challenges caused by RERA get ironed out.

2 016 may have heralded a new 
beginning for real estate in 
India with the enactment of 
the Real Estate (Regulation & 
development) Act, 2016 (RERA). 
It seemed to be welcomed by 

most citizens with a sigh of relief much like 
Robin Hood had come to town, and may 
work well to augur public and investor 
sentiments in the real estate sector, one of 
India’s proverbial dark horses. This sector 
had remained, to a large part, unregulated 
and equally exploitative with home buyers 
left scurrying to initiate claims before 
courts against errant developers as their 
sole recourse, which was immensely time-
consuming. The regulatory authorities often 
were mute spectators – sometimes out of 
laxity and mostly because of lack of laws to 
enforce strict action. 

While there were rare instances of authorities 
such as Competition Commission swooping 
down to levy massive penalties or criminal 
courts passing detention orders, it did not 
do much to bolster the overall public and 
investor sentiment.

RERA & PRIVATE EQUITY:   
A PERSPECTIVE 

POSITIVE IMPACT OF RERA
The strict regulations, penalties and 
enforcement mechanism scripted under 
the RERA may likely usher in a paradigm 
shift to this sector. It could not only keep 
the developers on their toes but ensure 
greater transparency on the project’s costs, 
completion timelines and hurdles. Also, the 
regulation on use of funds and penalties 
for its violation would ensure judicious use 
of funds and a halt to the much-derided 
practice of cross utilization of funds for 
various projects by greedy developers.

At a macro level, RERA could do the investors 
as much good as it would to allottees, 
knowing that a project carried on by a 
diligent promoter and completed as per 
agreed timelines and plan sanctions, will 
certainly be more lucrative than a project 
initially sounding lucrative but ending up 
tottering – not an unfamiliar sight earlier.

CHALLENGES POSED BY RERA
However, RERA could have its bitter sweet 
story for the investor community considering 
the law is heavily keeled in favour of home 
buyers.

TIME OF INVESTMENT
A major challenge for investors would be 
in deciding the time of making investment. 
Since RERA does not permit pre-sales until all 
approvals have been obtained, any project 
into which an investor has invested and does 
not get approved, could result in nothing 
short of a nightmare for recovering the 
investment. On the other hand, if an investor 
were to invest post all approvals having 
been obtained, arrangements with land 

owner are  in place and the project is ready 
for marketing, it could increase the project 
valuation and make the returns less savvy.

EXIT AND RETURNS
Even if the investment is made post 
obtaining all approvals, RERA poses another 
challenge of ring-fencing 70% of all amounts 
realized from allottees into a separate bank 
account, to be strictly used towards cost of 
construction and the land cost. hence, any 
returns to investors could come only out of 
the remaining 30% and the investors may 
have to wait until the project is substantially 
completed until they can realize returns. 
While RERA does mention costs incurred 
towards land and construction to include 
payouts to financial institutions such as banks 
and NBFCs, it is still anyone’s guess at this 
stage if that includes private equity investors 
or not. Another important aspect under 
RERA is the continuing liability of developers 
towards the allottees for any defects arising 
up to 5 years from the date of handover of 
possession and liabilities for delay during 
construction. This could potentially increase 
the overall project cost to provision buffer 
costs for the developer and in turn the 
hamper the extent and timing of returns to 
investors.

DEFAULT BY DEVELOPER/PROMOTER
In case of default committed by the 
developer, whether it be delay or any other 
violations, RERA authority has the right to 
revoke the registration, freeze the bank 
account and appointment a third party to 
complete the project. Also, RERA gives the 
allottees the right to either, withdraw from 
the project, in which case the developer will 
be liable to return the amount along with 
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interest, or the  right to continue along with 
being compensated interest for every month 
of delay until delivery of possession.

These remedies not only interfere with the 
rights typically negotiated by an investor to 
step-in and appoint a third party themselves 
to take over the project, but could also 
completely erode all the finances of the 
company towards interest compensation 
leaving nothing for the investor. Even worse, 
the investor could be staring at a frozen bank 

account with no access to even recover the 
principal investment.

Also, RERA mandates approval from two-
third of the allottees to be obtained, in 
case of change in promoter. hence, if the 
investor were to exercise step-in rights and 
management control in the instances of 
default, the investor would have to obtain 
approval from two-third of the allottees, 
which is nothing short of completely 
bereaving the investor of this right. And 

even if that happened, the investors would 
become the ‘promoter’ and be liable for 
compensating allottees for delays and 
become responsible for other compliances 
mandated under RERA.

The recent judgment from Supreme Court 
and the resulting amendments proposed 
to the Insolvency & Bankruptcy Code, 2016, 
to treat home purchasers almost at par 
with financial creditors and mandating their 
interest to be kept in mind while passing 

THE STRICT 
REGULATIONS, PENALTIES 
AND ENFORCEMENT 
MECHANISM SCRIPTED 
UNDER THE RERA MAY 
LIKELY USHER IN A 
PARADIGM SHIFT TO 
THIS SECTOR. IT COULD 
NOT ONLY KEEP THE 
DEVELOPERS ON THEIR 
TOES BUT ENSURE 
GREATER TRANSPARENCY 
ON THE PROJECT’S COSTS, 
COMPLETION TIMELINES 
AND HURDLES. 

http://iseekmate.com/uploads/posts/2017-02/1487843263_1480582998_delovoy.info-min.jpg

https://elsol-compress.s3-accelerate.amazonaws.com/imagenes/001/284/372/001284372.jpeg
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orders for winding up, seems to further divest 
the investor of recouping money through 
liquidation action.

The only recourse for an investor seems to 
be in finding a way to poise them higher up 
the ladder or at least on the same footing as 
allottees in the payment waterfall.

NEGOTIATING RIGHTS IN THE  
INVESTMENT AGREEMENT
The definition of ‘promoter’ under RERA 
casts a rather wide net to include persons 
constructing or ‘causing’ the construction of 
apartments, independent buildings, plots to 
be sold to ‘others’ or to general public.

This could have considerable ramifications 
to the rights negotiated between investors 
and developers. Veto rights, having control 
on sales, step-in rights, board seat, access to 
bank account etc. could steer the developer 
into the murky waters of being deemed a 

‘promoter’. Also, considering RERA carries  
provision for criminal punishment in addition 
to penalties, the investor director could end 
up being prosecuted and burdened to prove 
that such offence did not occur with his/her 
knowledge, consent, connivance or neglect.

CONCLUSION
Despite the many challenges RERA may 
pose to investors, yet the transparency and 
diligence it wrings out of promoters could 
still make it home team for allottees and 
investors to reign in errant developers. It 
could be a matter of time before some of 
these challenges could get ironed out and 
odes be written about RERA or ire vented out 
against it, the former seeming more likely at 
the moment.

RERA COULD 
HAVE ITS BITTER 
SWEET STORY FOR 
THE INVESTOR 
COMMUNITY 
CONSIDERING THE 
LAW IS HEAVILY 
KEELED IN FAVOUR 
OF HOME  
BUYERS.

http://www.virtuosorecruitment.com/admin/uploads/1610170439401.jpg
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THE RISE OF BUYOUTS  
IN THE INDIAN PRIVATE EQUITY LANDSCAPE 
The total value of buyout PE deals in 2017 will eclipse the levels 
seen in 2016; 2018 to see even higher buyout deals.

In  the first decade of the 21st century, the 
Indian Private Equity (PE) sector was largely 
a ‘growth capital’ investment story, with PE 
investors buying minority stakes in Indian 
companies and injecting primary capital to 
fund their growth. Buyouts were rare, if at 

all any, mainly because after the boom years of 
2005 to 2007, which saw the valuations of listed 
companies skyrocket, Indian promoters were 
reluctant to let go of their enterprises or dilute 
their stakes significantly. driven by the hunger 
to be part of the India story, the 2004-2008 
vintage saw ‘momentum investing’ in the Indian 
PE sector. however, things began to unwind 
after September 2008, when the insolvency of 
lehman Brothers unleashed a tidal wave that 
sank all emerging markets, including India. In 
2010, buyouts accounted for only 3% of the 
total PE/VC investment in India. 

Since then, buyouts as an investment theme in 
the Indian PE market have gained momentum, 
registering healthy Y-o-Y growth both in terms 
of value and volume over the past few years. 
The share of buyouts in the overall PE/VC 
investment pie in India is projected to grow 
progressively, driven 
by increase in funds 
available with PE 
investors and certain 
enabling conditions 
discussed later in 
this article. This 
growth is significant 
and reaffirms India’s 
emergence as a 
PE investment 
destination that 
is maturing and 
remains attractive 
for large global PE 
Funds.

As evident from the chart, PE funds have learnt 
from the lessons of the 2004-2008 vintage, and 
their trades have increasingly become bolder 
and bigger, with more complex structures 
that give them more control. Marquee global 
names or even medium-sized domestic funds 
are increasingly seeking to take control of 
companies or assets. This trend is expected to 
continue. We are of the view that the total value 
of buyout PE deals in 2017 will eclipse the levels 
seen in 2016. The next year (2018) should see 
even higher levels of buyout deals in India. Our 
thesis is underpinned by the following set of 
enabling conditions:

PULL FACTORS 
Indian companies are warming up to the idea 
of giving up control over assets to financial 
investors because of: 

1)  Compulsion to deleverage leading to 
divestment of non-core and other assets:   

BY   VIVEK  SONI

PE BUYOUT TREND
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Source: EY analysis of VCCEdge data
The growth has been driven by a multitude of pull  

and push factors

Corporate India today is faced with excess leverage and is under 
pressure from banks, regulators and government to reduce 
debt. They can do this only by selling what has value and what 
is non-core. Growing debt burden and sluggish growth have 
compelled some large conglomerates to give up on empire 

building and focus on core areas 
to improve efficiency as well as 
deleverage their balance sheets. here, 
banks have emerged as a significant 
pressure group and promoters of 
non-diversified corporates with 
excess debt, are finding themselves 
at the receiving end with their stakes 
getting diluted significantly through 
conversion of debt into equity.

2)  Succession planning: In the 
case of family-owned businesses, 
many a times the next generation 
is not interested in continuing with 
the existing business, which makes 

it a logical decision for the promoter family to sell its stake to 
a financial investor. An offshoot to this situation is the case of 
family conflict on succession and control.

3)  Need for growth and desire to attract top-quality  
talent:  In some cases, as the industry reaches maturity or 
enters a consolidation phase, slowing growth prompts some 
of the mid-tier players to part with the majority stake in lieu 
of funds for growing the business inorganically as opposed 
go solo in a fiercely competitive environment in a sub-scale 
manner. Moreover, PE funds, with their global reach to access 
markets, professional management and ability to infuse capital, 
are better suited for the opportunity. The promoters are also 
generally happy to piggy back with a residual minority stake as 
they benefit from the disproportionate returns generated.

PUSH FACTORS  
PE funds are increasingly going for buyouts because of:

1)  Greater control in decision-making: Buyout deals 
typically enable PE funds to not only have greater control of the 

MARQUEE GLOBAL NAMES 
OR EVEN MEDIUM-SIZED 
DOMESTIC FUNDS ARE 
INCREASINGLY SEEKING 
TO TAKE CONTROL OF 
COMPANIES OR ASSETS. 
THIS TREND IS EXPECTED TO 
CONTINUE.
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TOP BUYOUT DEALS BY GLOBAL FUNDS DURING 2014-2017 

Target Investor Sector Amount (US$ mn) Stake %

Reliance Infratel Brookfield Telecommunications 1,642 51.0 

Mphasis Ltd. (HPE) Blackstone Technology 825 60.5 

Unitech Ltd., IT Park SEZ 
Business

Brookfield Real Estate, hospitality & 
construction

563 NA

IndoSpace CPPIB Real Estate, hospitality & 
construction

500 NA

Intelenet Global Services 
Pvt. Ltd.

Blackstone Technology 384 100.0 

Carnival’s Chandigarh 
Property

Blackstone Real Estate, hospitality & 
construction

340 100.0 

Crompton Greaves Con-
sumer Electricals Ltd.

Temasek, Advent Retail and consumer 
products

316 NA

CMS Info Systems Pvt. Ltd. Baring Asia Business and professional 
services

300 100.0 

Aegis Ltd. Capital Square Technology 275 100.0 

Source: EY analysis of VCCEdge data

https://blogs-images.forbes.com/steveodland/files/2012/05/privateequity-300x214.jpg?width=960
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operations of the company and add value but 
also greater flexi bility in structuring the mode 
and timing of exits, which is of paramount 
importance to the PE fund.

2)  Concentrated deployment of capital: 
PE funds with India allocation or available 
draw downs from regional/global funds for 
deployment have only become larger with 
time. Currently, it is estimated that there 
is approximately $8 billion of dry powder 
with PE funds awaiting deployment in 
India. Buyouts are attractive because they 
give the PE investor the opportunity to 
make concentrated bets on large, well-run 
companies in the sector they see potential.

3)  Favourable past experience: Evidence 
of successful exits by large PE funds on 
their earlier buyout transactions is boosting 
confidence across the fraternity to make 
larger investments and attracting larger 
global players such as pension funds with 
access to larger pools of capital into the 
buyout space. Some of the global buyout 
funds active in India are KKR, Blackstone, 
Carlyle, Warburg Pincus, ChrysCapital, General 
Atlantic, Fairfax, Brookfield, Apollo, AION, TPG, 
ABG Capital, Abraaj Capital, Actis, Bain Capital, 
Baring and Apax Partners.

Some of the Indian buyout funds are 
Kedaara, True North, Gaja Capital, Everstone 
and Motilal Oswal.

Another class of global capital that has 
made a beeline to participate in the Indian 
buyout space is the big-bracket pension and 
sovereign wealth funds, including the likes 
of Temasek, GIC, CPPIB, CDPQ etc., who have 
access to large pool of capital. This investor 
class has demonstrated interest in buying 
control over asset portfolios that give them 
steady, predictable yields. These include asset 
portfolios of commercial real estate, industrial 
warehousing, IT office space, roads, etc.

The top sectors for buyouts since 2014 are 
real estate, technology and financial services.

TOP BUYOUT DEALS BY INDIAN FUNDS DURING 2014-2017

Target Investor Sector Amount  
(US$ mn)

Stake %

Atria Convergence 
Technologies Pvt. 
Ltd. 

True North Media &  
entertainment

500 95.0 

Religare Health 
Insurance Company 

True North and 
others

Financial  
services

200 80.0 

C3 (Customer  
ContactChannels)

Everstone with 
Sunrise BPO

Technology 150 100.0 

Home First Finance True North Financial  
services

100 NA

Spandana Sphoorty 
Financial Ltd.

Kedaara Capital 
along with 
Ontario Teachers 
Pension Plan

Financial  
services

100 NA

Servion T Global 
Solutions Ltd.

Everstone Technology 65 NA

Ascent Health and 
Wellness Solutions 
(Dialhealth)

Everstone Retail and  
consumer 
products

63 60.0 

Source: EY analysis of VCCEdge data

Source: EY analysis of VCCEdge data
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(Vivek Soni is Partner and Leader – Private Equity 
Advisory, EY India)
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WHAT IS A  
DISTRESSED  
ASSET?

A distressed asset in 
common parlance refers 
to high-risk debt assets 

which are either actually in default in books 
of the lender or bears a significant chance of 
defaulting in the near future. As per Reserve 
Bank of India’s (“RBI”) Financial Stability 
Report the gross net performing assets may 
rise from 9.6% in March 2017 to 10.2% by 
March 2018.1 This is likely to impact capital  

DISTRESSED ASSETS INVESTING:  
REGULATORY HURDLES AND  
OUTLOOK FOR 2018
With the flagging off of the Insolvency and Bankruptcy Code, 
2016 (“IBC”), there has been fair amount of movement in  
distressed asset space.

adequacy and profitability of a significant 
number of banks. While the Government 
is taking proactive measure for effective 
resolution of stressed assets, the impact of 
regulatory reforms is yet to be seen. despite 
the continued regulatory uphaul of the 
distressed asset framework, infusion of more 
equity in distressed asset remains one of the 
most plausible solutions to curb the rising 
number of distressed assets. While for lenders 
distressed assets is resulting in twin balance 
sheet problem, for investors distressed asset 
is a lucrative opportunity. This is evident 
from the number of applications made to 
the RBI by corporate houses to set up asset 
reconstruction companies to acquire stressed 
assets. 
  

COMMERCIAL VIABILITY OF  
STRESSED ASSETS 
The primary attraction of buying a  distressed 
asset lies in is its value. Another factor for 
purchasing stressed assets is the relationship 
between distress in the asset and liquidity of 
the distressed asset. Many distressed assets, 
despite their distressed state, are quite liquid, 
due to the size of the issuance, the number 

of interested market participants etc. and 
therefore are a lucrative option to potential 
investors.  

REGULATORY HURDLES  
With the flagging off of the Insolvency 
and Bankruptcy Code, 2016 (“IBC”), there 
has been fair amount of movement in 
distressed asset space. Apart from IBC, there 
is RBI framework and the Securitisation 
and Reconstruction of Financial Assets and 
Enforcement of Security Interest Act, 2002 
(“SARFAESI”) for revival/recovery of stressed 
assets. despite the magnitude of legal 
framework for revival of stressed assets, the 
movement of investment in stressed assets 
has been slow. Few examples are given 
below: 

(a) ASSET QUALITY REVIEW: 
RBI in September, 2016 enacted the 
‘Guidelines on Sale of Stressed Assets by 
Banks’. The crux of the referenced guidelines 
is to urge banks to create mechanism for 
timely identification of stressed accounts and 
take appropriate actions to ensure there is 
better price realisation for banks. however, 

BY PRATIBHA JAIN  
WITH SWATI SHARMA 
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the mechanics laid down in the guideline 
for formulating internal policy to identify 
stressed assets and auction of the same 
through a bid process is a tiresome and 
long process and keeping in mind the rising 
number of NPAs, the market requires quicker 
review of ledgers to identify stressed assets.  

(b) VALUATION: 
The valuation at which stressed asset may 
be sold be a consortium of banks is always 
a contentious issue. Therefore, enactment of 
valuation guidelines for sale of stressed assets 
is the need of the hour in order to allow 
banks and asset reconstruction companies 
(“ARC”)/incoming promoters to arrive at a 
mutual valuation for sale and purchase of 
stressed assets.
.  
(c) DIMINISHED VALUE: 
The have been instances in the market, 
where banks have not weighed selling the 
non-performing assets at a 10-15% discount. 
however when the value of the underlying 
asset has deteriorated up to 50%, banks 
have been on a lookout for potential buyers. 
Therefore banks should be made to adopt 
a more proactive approach for selling the 
distressed asset.  
 
(d) CAPITAL FOR ARC: 
Although there has been a splurge in the 
number of ARCs, a need for increasing 
capital base for ARCs is required. The Finance 
Minister in the budget speech for FY 17-182, 
announced the listing and trading of security 
receipts issued by a securitisation company 
or a reconstruction company under the 
SARFAESI on recognized stock exchanges, 
however this much needed change is yet to 
be witnessed. Allowing listing and trading of 
security receipts will enhance capital flows in 
to the securitisation industry.
  
(e) ASSET CLASSIFICATION: 
While scheme like strategic debt 

(Swati Sharma is an Associate and Pratibha Jain is 
a Partner at Nishith Desai Associates.)

restructuring, scheme for sustainable 
structuring of stressed assets allow for banks 
to maintain their asset classification, the 
same benefit of retaining classification does 
not apply to other forms of restructuring. 
Therefore, every time that a lender allows for 
restructuring of an asset, there is a resultant 
asset downgrade and corresponding 
provisioning in the books of accounts of 
the lenders. RBI may also look at providing 
for norms that allow banks to retain 
asset classification in their books while 
restructuring the asset.   
 
Further, as per news reports, RBI has directed 
banks to keep higher provisioning (as high 
as 50%) for all cases referred to the national 
Company law Tribunal under the IBC. Since 
the objective of IBC is to ensure effective and 
smoother resolution of stressed assets, higher 
provisioning may deter banks from invoking 
their rights under IBC, while keeping in mind 
the requirements under Income Recognition 
and Asset Classification norms.  

(f) POSSIBLE  IBC  
IMPLEMENTATION HURDLES: 
As per IBC, a resolution plan for a company 
is required to be in compliance with the 
provisions of any law in force.4 however, 
implementation of a resolution plan can be 
circumvented by the shareholders. Currently, 
IBC does not dispense with the requirement 
of complying with applicable provisions 
of law for implementation of a resolution 
plan. This would mean that a shareholders’ 
resolution will be required for effecting 
sale of property, issuance of securities etc. 
In case a shareholder approval is required 
to implement the resolution plan, the 
purpose of the restructuring process shall be 
defeated. Clarity in this regard is needed to 
ensure that provisions of IBC do not conflict 
with provisions of other applicable laws.
  
(g) NEGOTIATING A DEAL: 
While lenders may find a suitable investor 
to take charge of the stressed asset, there 
may be cases that the stress in the asset is so 
imminent that the new investor may find it 
hard to put on the shoes of the new promoter 
without negotiating a deal with the lenders. 
For e.g., in the power sector, there are cases 
where the power purchase agreements for 
various generating companies are not being 
honoured by the state governments. As a 
result of this, though the power generating 
station is commissioned, the company is 
unable to sell power and repay the loan. In 
such cases, investment may fall through if 
the underlying regulatory hindrance is not 
resolved.
  
 
CONCLUSION 
Keeping in mind the current market wave, 
interest of investors in investing in stressed 
assets will only increase in the coming 
times. In order to ensure that this interest 
is not fallen through, the regulators should 
continue to identify and address the practical 
difficulties being faced by banks and 
investors in sale and purchase of stressed 
assets.

THE PRIMARY 
ATTRACTION 
OF BUYING A 
DISTRESSED ASSET 
LIES IN IS ITS VALUE. 
ANOTHER FACTOR 
FOR PURCHASING 
STRESSED 
ASSETS IS THE 
RELATIONSHIP 
BETWEEN DISTRESS 
IN THE ASSET AND 
LIQUIDITY OF THE 
DISTRESSED  
ASSET.

*1 Financial Stability Report, June 2017 available at: https://rbidocs.rbi.org.in/rdocs/Publicatio 
Report/Pdfs/0FSR_30061794092D8D036447928A4B45880863B33E.PDF
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IVCA KNOWLEDGE  
AND NETWORKING SESSIONS 
IVCA’s event calendar has been brimming with Knowledge and 
Networking activity in the last six months. After the successful 
conclusion of the Annual Conclave, the association held several events 
with eminent policymakers and representatives from the Private Equity 
and Venture Capital space providing an opportunity to learn, discuss, 
educate, and network to all members and other industry representatives. 

IVCA CIRCLES, DELHI Featured speakers:
DHIRAJ NAYYAR  
OSD & Head, Economics, 
Finance and  
Commerce, NITI Aayog

RAHUL BHASIN 
Founder & Managing 
Partner, Barings PE

JAYANTA BASU 
Managing Partner, CX 
Partners

ROHIT KAPUR 
Director, McKinsey India

MADHUR SINGHAL 
Partner, Bain &amp; Co. 

SAMEER WAGLE  
MD, Asian Healthcare 
Fund 

DEV KHARE  
Partner, Lightspeed India 
Partners

Theme: Impact of AIFs on Economic Growth
The event was held at The Leela, New Delhi on May 25, 2017 and was attended by over 65 delegates.

2ND RE & INFRA SECTOR CONFERENCE Featured speakers:
NEEL RAHEJA  
Group President, K Raheja

ANUJ RANJAN 
Managing Partner, PE, 
Middle East & South Asia, 
Brookfield Asset  
Management

PRADEEP AGARWAL 
Co-founder & Chairman, 
Signature Global

RAJESH KRISHNAN 
Founder & CEO, Brick  
Eagle Group

RAHUL RAI 
Exec VP &amp; Head, 
Real Estate Business, ICICI 
Prudential

VIPUL ROONGTA  
MD & CEO, HDFC Capital 

AMIT BHAGAT  
MD & CEO, Ask Investment 
Advisors

SHARAD MITTAL  
Director, Motilal Oswal

AJAY KUMAR  
Sr. Fund Manager – Al-
ternate Funds, Indiabulls 
AMC

VISHAL KUMAR  
MD, The Xander Group 
Inc.

M K SINHA 
Managing Partner &amp; 
CEO, IDFC

HARDIK SHAH 
Head-Infra, Brookfield 
India

SIDDHARTH SHAH 
Partner, Khaitan &  Co.

Theme: Address today’s most pressing issues on Real Estate &  
Infrastructure Investing
The event was held at Four Seasons Hotel, Mumbai on June 15, 2017 and over 
60 delegates were in attendance.

Topic of discussion:
The event discussed if regulatory changes would attract global investors to In-
dia along with other topics such as real estate private equity versus real estate 
NBFC, 2017 outlook, trends in structuring equity and debt transactions, returns 
and exits outlook, PE investors’ participation in Infrastructure investment and 
the effect of regulations and importance of infrastructure investment trusts.
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Featured speakers:
ABHISHEK GOENKA  
Partner - Tax and Regulatory, PwC

KUNAL WADHWA 
Partner - Tax and Regulatory, PwC

Featured speakers:
VIVEK PANDIT  
Partner, McKinsey India

PEEYUSH DALMIA 
PE Head, McKinsey  
India

MUMBAI CIRCLES EVENT

MUMBAI CIRCLES NETWORKING

IVCA - PWC KNOWLEDGE SESSION ON 
GST, BENGALURU

IVCA POWER MEET WITH MCKINSEY & 
COMPANY, MUMBAI

REGULATORY AFFAIRS COMMITTEE MEETING

Theme: Allow investors to look beyond the headlines and hear from 
the experts about the growing sectors across Indian alternatives; how 
to avoid the pitfalls and how to maximize returns
The event was held at Hotel Sofitel, Mumbai BKC on July 13, 2017.

The networking event was held in Mumbai on July 13, 2017 and was 
attended by 106 delegates.

The event was held at the PwC Office in Bengaluru on September 6, 
2017 and was attended by 15 delegates. The topic, ‘GST: Impact on 
Funds and its Portfolio’, was discussed. 

The event was held at ITC Grand Central, Mumbai on October 4, 2017 
and was attended by 100 delegates.

The meeting was held at Hotel Sofitel, BKC, Mumbai on July 13, 2017
Topic of discussion: Building a culture of growth and diversifying 
membership, broader Industry participation of sector council, regula-
tory activities, networking opportunities through events and master 
classes, curation of Industry data.

LIMITED PARTNERS DIALOGUE  
2017, MUMBAI

Featured speakers:
VIKRAM DESAI  
Director, CPIB India

SHAILESH HARIBHAKI 
Group Chairman, Desai Haribhakti 
& Co.

MADHUR SINGHAL 
Managing Director, Praxis Global 
Alliance

KRUPA SHANKAR 
Senior Investment  
Manager, DEG Invest

NUPUR GARG 
Regional Lead – South Asia, Private 
Equity Funds, IFC

K I MANI  
Chief General Manager, SIDBI 

RAVINDER GUPTA 
Joint General Manager, Global  
Markets Group, ICICI Bank

DEV SANTANI 
Senior Vice President, Brookfield 
Asset Management

REHAN YAR KHAN  
General Partner & Founder, Orios 
Venture Partners

SHIVANI BHASIN  
Managing Director & CEO, India 
Alternatives

VIKRAM GUPTA 
Founder and Managing Partner, 
IvyCap Ventures Advisors

PARAG DHOL 
Managing Director, Inventus Capital 
Partners

DARIUS PANDOLE 
Managing Director & CEO, J M 
Financial

T C MEENAKSHISUNDARAM 
Founder & Managing Director, IDG 
Ventures

The event was held at Taj Lands End, Mumbai on August 4, 
2017, and was attended by over 150 delegates.

Topic of discussion:
Panel discussions were held on topics such as ‘LP  
allocations – Is India on the right spot?’ and ‘Selling the 
India Growth Story to Domestic LPs’. The event shared 
industry insights and addressed common issues that have 
been helping/impeding the growth of private equity and 
venture capital Industry in India.
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IVCA - PWC KNOWLEDGE SESSION ON 
GST, MUMBAI

IVCA - KHAITAN & CO. - PWC MASTERCLASS 
ON DISTRESSED M&A, MUMBAI

The event was held at the Four Seasons Hotel, Mumbai on August 
16, 2017 and was attended by 77 delegates. The topic, ‘GST: Impact 
on AIFs’ was discussed.

The event was held at the Khaitan & Co. Convention Centre, One 
Indiabulls Centre, in Mumbai on September 28, 2017 was attended 
by 90 delegates.

Featured speakers:
RAVINDER SAROOP  
Additional Director General  
(Taxpayer Services) Mumbai 
Zone, CBEC, and Commissioner 
(GST & Central Excise), Mumbai

NIREN SHETHIA 
Partner - Tax and Regulatory, 
PwC

DEEPAK MALKANI 
Partner - Advisory, PwC

DHARMESH PANCHAL 
Partner - Tax and Regulatory, 
PwC

ANSHUMAN SINGH 
MD and CEO, Steller Value Chain 
Solutions

GAURAV JAIN  
CEO, Bombay Realty 

CHETAN DESAI 
Kotak

Featured speakers:
B V KRISHNAN  
Member, KKR & CEO, KKR India 
Financial Services

NIKHIL NARAYANAN 
Partner, Khaitan & Co.

KARTICK MAHESHWARI 

Partner, Khaitan & Co.

TUSHAR SACHADE 
Partner, Tax and Regulatory 
Services, PwC India

RICHARD THOMPSON 
Global Leader, Portfolio Advisory 
Group, PwC

IVCA PARTNERED EVENTS
IVCA also partnered several events in this quarter including SuperReturn Asia (Hong Kong), Asia PE/VC Summit (Singapore), ET India UAE Strate-
gic Conclave (Dubai), Impact Investors Council- McKinsey Report Launch (Mumbai & Delhi), CII Mergers, Acquisitions and Restructuring Summit 
(Mumbai), BillionFit: Technology Redesigning Healthcare (Bengaluru), Duff & Phelps at Conference on International Valuation Standards (Mumbai), 
InnoHealth (Delhi), Slush GIA @ SAP (Bengaluru). 

Along with these events, IVCA also partnered several events including SuperReturn Asia (Hong Kong), Asia PE/VC Summit (Singapore), ET India 
UAE Strategic Conclave (Dubai), Impact Investors Council- McKinsey Report Launch (Mumbai & Delhi), CII Mergers, Acquisitions and Restructuring 
Summit (Mumbai), BillionFit: Technology Redesigning Healthcare (Bengaluru), Duff & Phelps at Conference on International Valuation Standards 
(Mumbai), InnoHealth (Delhi), and Slush GIA @ SAP (Bengaluru). IVCA also played host to several networking sessions that added value to the 
association’s members and industry representatives. 

Here are some glimpses: 
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Promoting Private Capital EcoSystem


