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Compliance, tax
major challenges for
direct listing abroad

SIDDHANT MISHRA &
JOYDEEP GHOSH
Mumbai, July 30

FINANCE MINISTER NIR-
MALA Sitharaman’s
announcement that the gov-
ernment will allow
listed/unlisted companies in
IndiatolistabroadviatheIFSC
exchanges seems to have come
asaboost for startups.

However, the execution
could be easier said than done,
considering the multiple chal-
lenges and bottlenecks that to
be cleared.Forinstance,it could
require significant amount of
harmonisation in terms of
guidelines and taxation rules.

“There will challenges like
announcement timings of
price-sensitive information
that directly impacts global
investors. Further, there will
guidelines required for money
movement between countries
and, of course, taxation issues.
But these are not unsur-
mountable problems,” said an
investment banker.

Firms based in the UK and
Germany have been listed in
the US markets since ages, the
banker pointed out.Even many
Indian startups are registered
in Singapore, as PE and VC
investorsare comfortablewith
the stable tax regime. When
those countries have beenable
to resolve issues, there is no
reason to believe we cannot do
so, said the banker.

“Rupee convertibility will
beamajorchallengeasitisnot
agloballyaccepted currency.A
solution in this regard will have
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B Rupee convertibility
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asitis not a globally
accepted currency

B Another challenge
will be the difference
in time zones,
leading to different
trading hours

B Another hurdleis
addressing the issue
of capital account
convertibility in
overseas listings

tobe thought of by the regula-
tors. Another challenge would
be thedifferencein time zones,
leading to different trading
hours across markets,” said
Mahesh Singhi, managing
director of global investment
banking firm Singhi Advisors.

However, experts also say it
isimportant forvarious bodies
like the RBI, Sebi and the I-T
department to come together
for facilitating the process of
direct listing. They called it a
good step but one that needs
sound guidelines.

“The government’s initia-
tive is praiseworthy as it is
expected to improve access to
global capital and enhance val-
uations. However, there are
challenges in convincing for-
eign stock exchanges to partic-
ipate and maintaining a bal-
ance in listing norms between
IFSC and non-IFSC entities.
Another hurdle is addressing
theissue of capitalaccount con-
vertibility in overseas listings,”
said Sumit Agrawal, founder of
Regstreet Law Advisors.

Sebi has previously taken
action against multiple com-
paniesand their promoters for
issues related to the GDR
mechanism, indicating the
lack of clarity surrounding
compliance. Agrawal pointed
out that regulators have in the
past shown discomfort with
allowing Indian companies to
list directly overseas, which is
why clear compliance guide-
lines will be essential.

At present, Indian compa-
nies looking to tap foreign capi-
talviaalistinghavetofirstliston
the domestic stock exchanges.
Overseas listings by entities
listed in India are carried out
through American depository
receipts (ADRs) and global
depository receipts (GDRs).

Aarin Capital’s chairman T
V Mohandas Pai has given his
thumbs up to the move, saying
it will give startups a platform
to access international capital
and getting listed stocks may
also be beneficial for foreign
investors. He also said the tax
regime at IFSCs was friendlier
than India.

Banks to limit carbon accounting in stock, bond sales

BANKS WORKING TO
develop global standards on
accounting for carbon emis-
sions in bond or stock sale
underwriting have voted to
exclude most of these emis-
sions from their own carbon
footprint,three people famil-
iarwith the matter said.

The majority of banks
comprising an industry
working groupbacked aplan

B.

earlier this month to exclude
two-thirds of the emissions
linked to their capital mar-
kets businesses from being
attributed tothemin carbon
accounting,the sources said.

If upheld, the decision
would pit banks against
environmental advocates,
many of whom say the bank-
ing industry should assume
full responsibility for the
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emissions generated by
activities financed through
bonds and stock sales.
Almost half of the
financing provided by the
six biggest US banks for top
fossil fuel companies came
from capital markets rather
thandirectlending between
2016 and 2022, according
to environmental group
SierraClub. — REUTERS
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EXPLAINER

EASING THE FILING OF INCOME TAX RETURNS

The Parliamentary
Standing Committee on
Finance, chaired by
former minister of state for
finance Jayant Sinha, has
asked the Union finance
ministry to expedite the
introduction of the
proposed common
income tax returns (ITR)
form. Saikat Neogi
explains how this move
can simplify the process
and ease filing of returns
for the taxpayer

Proposed common ITR Form

To simplify the filing ofincome tax
returns (ITR) for all taxpayers except trusts
and non-profit organisations, the CBDT
last year had proposed acommon ITR
form by merging six of the existing
seven—ITR-1to ITR-6.ITR-1and ITR-4
would continue to exist and taxpayers
could use ITR-1/ITR-4 or the common
form. ITR-1 (Saral) is filed by a resident
whose annual income—from salary,
pension, one house property, agricultural
income up to 5,000 and other sources—
does not exceed 50 lakh. If there is capital
gains or loss, she has to fill ITR-2.

ITR-4 (Sugam) is filled by individuals/
firms (other than LLP) with income above
250 lakh, income from business/
profession computed on a presumptive
basis under section 44AD, 44ADA or LLAE,
income from salary/pension, one house
property, agriculturalincome up to
5,000, income from bank deposits, etc.

RETURNS FILED
IN ASSESSMENT
YEAR 23-24

L.71cr

RETURNS VERIFIED
INASSESSMENT
YEAR 23-24

>2.99 cr

VERIFIED ITRS
PROCESSED IN
AY23-24

REGISTERED
IT-PORTALUSERS

How will the proposed common ITR form work?

At present, a taxpayer must go
through all the schedules, whether
that particular schedule applies to
her case or not, which makes filing
alonger process than needed. In
the current set-up, a taxpayer has
to have detailed knowledge of tax
laws. In fact, most have to avail the

The common formiis likely to be
customised for the taxpayer with
applicable schedules based on
certain answers submitted by her
inthe portal. Experts say it will be
designed in such away thatifthe
answer is 'no’, then the schedules
linked to the question won't be

paid services ofa chartered

accountant to fill the form.

displayed and the taxpayer can
move to the next schedule.

In the proposed form, each row
would contain one distinct value,
which will simplify the filing.
Taxpayers will have to be very
careful while answering the
question as incorrect answers can
disable certain schedules which
may be applicable. There is a lot of

scope to expand the quantum of
information in the pre-filling. For

How it will simplify the process

It will bring down the time typically
consumed infiling the ITR by individuals
and non-business-type taxpayers andis a
step towards automating the tax filing
process. At present, each form has its own
applicability and it is the responsibility of
the taxpayer to select the correct form
based on the type of person (individual,
HUF, firm) and the nature ofincome such as
salary, rental income, capital gains,
professional income, business income,
income from foreign assets etc.

With the proposed common ITR, a
taxpayer can access one form and see the
applicable schedules based on the answers
provided by him. Ataxpayer will not have to
go through all the parts of the ITR and will
benefit from the increased scope of pre-
filling. Also, frequent changes in the tax
filing process and technical glitches in the
portal create trouble for those taxpayers
who file their returns themselves.

example, a taxpayer may want to
claim an exemption for house rent
allowance, but the detail is not pre-
filledinthe ITR. So, if she relies
solely on the pre-filled data, then
she will have to pay more tax. Also,
if her actual income is higher than
what is pre-filled, then she will have

to declare the income and can't
rely on the pre-filled information.

Pre-populated info

By auto-populating
information obtained
from employers, banks,
mutual funds and other
deductors, the
departmentintends to
ensure that taxpayers do
not miss out on reporting
theirincome accurately.
In case of salaried
employees, the salary
detailsand the
deductions claimed by
anemployeeare
furnished by her
employer and such
information will be
prefilled in the ITR form.

In case the taxpayer
has any additional
deductions or tax saving
instruments that were
not declaredto the
employer, then she can
addthemin the form.
Even though the
information may be pre-
filled, the onusis onthe
taxpayer to verify and
confirm the correctness
ofthe details. Also, the
department has
introduced Annual
Information Statement,
which gives a
comprehensive
overview ofthe
taxpayer'sincome from
various sources,
investments and
deductionsinthe
financial year for ease of
ITR filing.

Govt panel may discuss regulatory regime for startups

PRESS TRUST OF INDIA
New Delhi, July 30

A GOVERNMENT-
APPOINTED panel is likely to
discusswhetherthereisaneed
forastricterregulatoryregime
for startups against the back-
drop of instances of corporate

governance concerns at some
of the entities,according to an
official.

Startupsare generally small
and thereneedstobeabalanc-
ing when it comes to regula-
tions forthem, the official said
and added that ease of doing
business as well as a compli-

ance-oriented  regulatory
regime should be ensured.
The Company Law Com-
mittee (CLC), which was set up
by the corporate affairs min-
istry back in September 2019,
is likely to look into various
aspects of the regulatory
regime for startups, the official

told PTIrecently.

The standing panel,whichis
headed by the corporate affairs
secretary,has government offi-
cials, representatives from the
industry and experts, among
others as members. It broadly
looks at the effective imple-
mentation of the Companies

Act, 2013 and the Limited Lia-
bility Partnership (LLP) Act,
2008 aswell as facilitating and
promoting greater ease of doing
business. The ministry has not
madeitsview on whether there
is a need for a more rigorous
regulatory framework for star-
tups, the official said.
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