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The proposals announced in the Finance Bill, 2022 (Bill) Th Isin the Fi Bill
underscore consistent efforts by the Government to incentivise € proposalsinthe Finance bill,
participation in GIFT City, India's first International Financial 2022 are reflective of the
Services Centre (IFSC). The Finance Minister has announced that . .
, N , , o Government's Intent to
world-class universities and an international arbitration centre

would be set up in GIFT City. On the tax front, several key Promote investment and
proposals have been announced, including incentives aimed at

participation in International
encouraging portfolio management and ship leasing in IFSCs.

Some of the key announcements are outlined below. Financial Services Centres.

. o o |
1 Exemption for income arising from

offshore derivative instruments or over-the-counter derivatives

Presently, subject to fulfilment of certain conditions, the income tax law exempts income arising to a non-
resident from the transfer of non-deliverable forward contracts entered with an offshore banking unit of an
[FSC.

The Bill proposes to extend a similar exemption to income arising from the transfer of offshore derivative
instruments or over-the-counter derivatives entered with an offshore banking unit of an IFSC.

2 Incentives to promote ship leasing

Last year, the Government had introduced a provision exempting royalty or interest income arising to a non-
resident on account of lease of an aircraft to an IFSC unit that commences operations by 31 March 2024. The
Bill proposes to extend a similar exemption to royalty or interest income arising to a non-resident on account
of lease of a ship to an IFSC unit that commences operations by 31 March 2024.

Relatedly, a tax holiday is currently available for income arising to an IFSC unit that commences operations by
31 March 2024 on the transfer of an aircraft leased by it to any person. The Bill proposes to extend this tax
holiday to income arising from the transfer of a ship leased by an IFSC unit as well, provided the unit
commences operations by 31 March 2024.

3 Incentives aimed at promoting portfolio management in IFSCs

The Bill proposes to exempt income arising to a non-resident outside India from a portfolio of securities or
financial products or funds, managed or administered by any portfolio manager on behalf of such non-
resident, in an account maintained with an offshore banking unit located in an IFSC. This is expected to provide
an impetus to portfolio management activities in IFSCs.
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4 Relief from angel tax where shares are issued to Category | /Category Il
AlFs located in an IFSC

The 'angel tax' provision in the Income Tax Act, 1961 imposes a tax liability in the hands of a closely-held
company that issues shares to a resident and receives consideration exceeding the fair market value of such
shares. However, the provision is not applicable to shares issuances to Category | or Category Il Alternative
Investments Funds (AlFs) regulated under the Securities and Exchange Board of India (AIF) Regulations, 2012.

The Bill proposes to extend this exemption to Category | or Category Il AlFs regulated under the IFSC Authority
Act, 2019.

These amendments will apply from assessment year 2023-24.

The Government has been incentivising participation in IFSCs to attract global investment and convert GIFT City into
a premier financial hub of the country. Apart from the tax proposals, other budget announcements on green bonds,
cryptocurrency exchange traded funds, digital assets, etc., should further accelerate investments in GIFT City.

If you require any further information about the material contained in this newsletter, please get in touch with your Trilegal relationship partner
or send an email to alerts@trilegal.com. The contents of this newsletter are intended for informational purposes only and are not in the nature
of a legal opinion. Readers are encouraged to seek legal counsel prior to acting upon any of the information provided herein.
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