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An Overview - Tax considerations

Income-tax Amendments proposed in Budget 2025

» Income tax holiday is available for 10 consecutive years » No deemed dividend for listed foreign corporate entity
out of 15 years. having presence in GIFT IFSC

» MAT is payable at a reduced rate of 9%, and the same is » Exemption from Capital Gains on transfer of equity shares
not applicable if the entity opts for the new tax regime. of a ship leasing entity set up in GIFT IFSC

» Exemption on payment of dividend by company being unit
of IFSC engaged in ship leasing to a unit of IFSC engaged in

. . o _ . ship leasing

» Indian parent is eligible for deduction of dividend » Extension of sunset clauses as mentioned in ensuing slide

received from GIFT city entity while declaring dividend

to shareholders
» Filing a form to begin claiming 10 year tax holiday

» Concessional withholding tax rate of 10% on dividend
paid to non-resident shareholders

Custom, GST & Stamp Duty

» No Customs Duty on goods imported in IFSC from » Transfer pricing provisions applicable for transactions
outside India between GIFT IFSC based entity and non-residents

» No GST on services imported in IFSC from outside India » Exemption from tax withholding for specified payments to
or within IFSC or from India IFSC based entities subject to a form filing

» No Stamp Duty and registration fees for real estate » No requ_irement to filg any forms prior to remittance to
agreements non-residents where income is not chargeable to tax - only

quarterly statement prescribed
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Extension of sunset clauses

Section of
Income Tax Act,
1961

10(4D)

10(4F)

10(4H)

80LA

9A

47(viiad)

Applicable to

Investment Division of
non-resident IBU

Non-residents leasing
aircraft/ship to IFSC
unit

Capital gain tax
exemption for non-
resident

Aircraft / Ship leasing
companies in IFSC

Fund managers in IFSC

Tax neutral relocation
of funds to IFSC

Deduction/ benefit available

Income from foreign securities, capital gains from Indian
securities (other than equity shares), capital gains from
securities listed on IFSC exchanges, business income from
securitisation trust.

Income of a non-resident by way of royalty or interest on
account of lease of an aircraft/ship paid by a unit of an
IFSC is exempt from tax.

Capital gain tax exemption for a non-resident shareholder
or unit of an IFSC engaged primarily in aircraft leasing,
from the transfer of equity shares of domestic company,
being an IFSC Unit engaged primarily in aircraft leasing

Income arising from transfer of a leased aircraft or ship by
an IFSC unit is exempt from tax.

Fund management activities carried out by an eligible
fund manager in IFSC for on behalf of an eligible
investment fund shall not constitute business connection
in India

Income from transfer of assets from an offshore fund to a
resultant fund in IFSC has been exempted from tax

Sunset clause

The sunset clause for commencement of
investment operations by such IBUs has been
extended from 31 March 2025 to 31 March 2030

The sunset clause for commencement of
operations of such aircraft/ship leasing IFSC units
for the purpose of this exemption has been
extended from 31 March 2025 to 31 March 2030

The sunset clause for commencement of
operations of such aircraft leasing IFSC units for
the purpose of this exemption has been extended
from 31 March 2026 to 31 March 2030

The sunset clause for commencement of
operations of such aircraft/ship leasing IFSC units
for the purpose of this exemption, has been
extended from 31 March 2025 to 31 March 2030

The sunset clause for commencement of
operations of such IFSC fund manager for the
purpose of this exemption, has been extended
from 31 March 2025 to 31 March 2030

The sunset clause for transfer of assets for the
purpose of this exemption, has been extended
from 31 March 2025 to 31 March 2030



Global / Regional Treasury from GIFT IFSC

India el B Key considerations
______________________________________________________________________________ + Interest paid to non-residents
GIFT City exempt from tax in India
» Interest received on monies lent
Borrowing / enjoys benefit of tax holiday
Lending / v ) ) )
investment » In the period outside tax holiday,
Banks Global Corporate :
nly on the n rofi
g el O < i ta.x payablec.) y on the net p o. ts
| » Risk of creating ‘place of effective
e s [ management’ not applicable since
Outside India ngﬁrt‘g’ operations are in India
E financing, » No deemed dividend for listed
: investment ) . .
, management foreign corporate entity having
Banks I v et presence in GIFT IFSC
Outside India
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Group entities

outside India

» Thin capitalisation norms relaxed

for finance company in GIFT IFSC
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Captive Finance Company In GIFT [FSC

Lepier Key considerations

ousdeinda » Interest payment to GIFT Finance
GIFT City et Loans Co. should enjoy tax holiday
» Interest payment by GIFT Finance

Co. to non resident lender should
be exempted

GIFT Finance Co.

In India Interest

Borrower

EY
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Banking from GIFT [FSC

Beneficial regime available in GIFT City

GIFT City

- Banking Unit

In India

Tax on interest
E 3

NIL during 10
years of tax

holiday
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Key considerations

» Interest income on ECB lending
from GIFT IBU to Indian Resident is
exempt during 10 year tax holiday
period

Other tax advantages for GIFT IBU

» Interest on deposits paid to non-
residents exempt from tax in India

» Payments made to non-residents
on transfer of OTC derivatives
exempt from tax in India

EY



Listing of securities by Indian issuers

Listing of securities in GIFT IFSC

In India

GIFT City

Indian Issuer

Listing of
securities

IFSC Recognised
Stock Exchange
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Key considerations

>

Investments in specified securities
listed on the GIFT IFSC stock
exchange is exempt from capital
gains tax for non-residents

Interest income on bonds listed on
recognised stock exchanges in GIFT
IFSC taxable at 9% (plus surcharge
and cess)

No STT, CTT, Stamp duty and GST
on transactions carried out on GIFT
IFSC exchanges

EY



Aircraft Leasing from GIFT IFSC

Foreign Lessor

Outside India % 1. Lease In / purchase of aircraft

. Indian Lessee
IFSC entity W (Airline Company)

2. Lease Out aircraft

Inside India
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Key considerations

>

>

Royalty and interest earned by non-
resident lessor from IFSC unit exempt

Income on disposal of leased aircraft
eligible for tax holiday

Capital gains arising to a non-resident or
an IFSC unit from transfer of shares of an
IFSC company engaged in aircraft leasing
exempt from tax subject to conditions

Customs Duty and GST (on forward charge
basis) applicable on aircraft leased by GIFT
IFSC to Indian airline operators

EY



Ship Leasing from GIFT IFSC

Key considerations

Current scenario Proposed scenario

» Tax holiday for 10
consecutive years out
of 15 years on income

Ship Lessor

Ship Lessor

Other TFec l Time charter earned by entity in IFSC
[ 2 » No WHT on lease
IFSC entity pay.ments by Indign
entity to IFSC entity
ornre | e i + No BCD and IGST or
India ]mport
____________________________________________________ of ships
India Voyage charter

Indian entity

Indian entity
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BATF from GIFT IFSC

Book-keeping, Accounting, Taxation and Financial Crime

Compliance Services (BATF)

N Entities in IFSC and
Outside India

In India

Indian
entity
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Key considerations

>

>

Tax holiday on income earned

Capex Support - One time
reimbursement upto 30% of eligible
Capex

Opex Support - Upto 15% of annual
eligible opex

Special incentives like Employment
Generation Incentives (EGI),
Employee Provident Fund (EPF),
etc.

Total Capex, OpEx incentive and
special incentives shall be capped
upto 75% of eligible Gross Fixed
Capital Investments

EY



Set up Process




Application Process / Step Plan

Indicative IFSC setup process

1
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Identify Suitable Office Space

4

2 Obtain Provisional Letter of Allotment (PLOA)

) 4

Application for the name and incorporation (in-case of

set-up of new entity)

Apply for IFSCA and SEZ Approval (Single Window IT

System)
) 4

5 Obtain Letter of Approval from SEZ authorities

A 4

6 Obtain IFSCA approval / Certificate of Registration

Considerations

Minimum fund requirements USD
0.2 million to USD 3 million

Develop a business plan/Roadmap

Board approved Governance
framework

Minimum two employees required
for treasury support services

Physical office required in GIFT
City

4

Submit Bond-cum-letter of undertaking and obtain
Eligibility Certificate from SEZ authority

I 8 Obtain GST registration

Open bank account with IBUs in IFSC in co-ordination
with AD Bankers and remit funds to Bank account

EY
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EY | Building a better working world

EY is building a better working world by creating new value for
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capital markets.

Enabled by data, Al and advanced technology, EY teams help
clients shape the future with confidence and develop answers for
the most pressing issues of today and tomorrow.

EY teams work across a full spectrum of services in assurance,
consulting, tax, strategy and transactions. Fueled by sector
insights, a globally connected, multi-disciplinary network and
diverse ecosystem partners, EY teams can provide services in
more than 150 countries and territories.

All'in to shape the future with confidence.
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