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INDIA UNION BUDGET 2022-23

Proposals for Banking, Financial Services and Insurance Sector

The Budget proposals relevant to the BFSI Sector are highlighted below:

&

Key Policy announcements:

The Central Bank is to issue a Digital Currency using
blockchain and other technologies which will lead to
more efficient and cheaper currency management.

Emergency Credit Line Guarantee Scheme (ECLGS) which
provides for 100% guarantee coverage to banks and
NBFCs to enable them to extend emergency credit
facilities to MSMEs, has been extended by one-year up to
31 March 2023. Further, the guarantee cover for ECLGS
will also be expanded by INR 50,000 crore, to a total of
INR 5 lakh crore.

INR 2 lakh crore will be infused in Credit Guarantee Fund
Trust for Micro and Small Enterprises (CGTMSE) which
offers credit guarantees to financial institutions that
offer loans to MSMEs.

It has been proposed to set up 75 Digital banking units in
75 districts by scheduled commercial banks.

Digital integration of 1.5 lakhs post offices to come on
the core banking system.

Insolvency Bankruptcy Code will be amended to
facilitate more efficient cross border insolvency and
quicker dispute resolution.

Sovereign Green Bonds are to be issued and used for
climate and environmental focused projects. The bonds
will be used to fund green infrastructure and public
sector projects.

It has been proposed that the Surety bonds issued as per

IRDAI guidelines will be used as a substitute for bank
guarantee in government procurements.

An expert committee will be set up to examine and
suggest appropriate measures for scaling up of venture
capital and private equity investment.

Key Tax proposals:

Digital currencies (such as Crypto) are brought under
the tax ambit with the introduction of the tax regime
on Virtual Digital Assets (VDA). Any income from the
transfer of VDA is to attract tax @30% with only
allowable deduction for cost of acquisition and is
subject to tax deduction of tax at source if the
consideration payable exceeds INR 10,000. Further, no
loss shall be allowed to be set-off against income from
VDA and any loss on transfer of VDA will neither be
allowed to be set-off against any other income nor
the loss can be carried forward for set-off in
succeeding years.

The rate of surcharge has been capped at 15% for
Short Term as well as Long Term capital gains earned
by Resident taxpayers (other than Companies and
Firms) arising on transfer of securities irrespective of
the amount of capital gains as against the current
higher rate of surcharge of 37% and 25%. It has also
been provided that in case of Association of Persons
where all the members are companies, surcharge shall
be restricted to only 15%. This will also impact the
investors of Category | and Category Il AIFs where
majority of the investments is under long-term
securities thereby reducing their tax impact to the
extent of surcharge on income tax.

Currently, foreign dividends are taxable in the hands
of Indian companies at the rate of 15%. It has been
proposed to remove the above tax rate and bring the
said dividend income under the normal rates
applicable to the companies.

It has been clarified that ‘Health and Education Cess’
which is imposed as an additional surcharge on the
taxpayer for funding specific government welfare
programs is not allowable as a business expenditure.
The said clarification is retrospectively applicable
from 1 April 2005 onwards.

Further, Category | and Category Il AlFs in IFSC are
proposed to be excluded from gift tax where shares
are issued to them above fair market value by a
venture capital undertaking.




= |t is proposed to include securities and units of InVIT,
REIT and AIF - under bonus stripping provisions. Further,
as a consequential amendment for inclusion of units
issued by several investment vehicles under the ambit of
dividend and bonus stripping regulations, it is also
proposed to include the above-mentioned entities i.e.,
InVIT, REIT and AlFs as authorities to fix record dates in
the definition of the term ‘record date’.

=  World-class foreign universities and institutions will be
allowed in IFSC to offer courses in Financial
Management, FinTech, Science, Technology, Engineering
and Mathematics free from domestic regulations, except
those by IFSCA to facilitate availability of high-end
human resources for financial services and technology. In
addition to that, services for global capital for
sustainable and climate finance in the country will be
facilitated in IFSC.
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An International Arbitration Centre will be set-up in the
IFSC for timely settlement of disputes under
international jurisprudence.

= Exemptions have been proposed on incomes earned by

non-residents from transfer of Offshore Derivative
Instruments (ODI) or Over-the-counter Derivatives and
by way of royalty or interest on account of lease of ship
paid by a unit of IFSC and transfer of asset being a ship
which was leased by unit in IFSC will be eligible for
deduction of 100% subject to the prescribed conditions.

= Income received from portfolio securities or financial

products/funds managed by or administered by a
portfolio manager in an account maintained with an
OBU in IFSC is also proposed to be exempt, provided the
same is generated by a non-resident from the IFSC,
subject to certain conditions.
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