Tax Sops for Sovereign,
Pension Funds Extended

FOR ONE MORE YEAR Experts welcome the move, but
say extension should have been for a longer period

Our Bureau

New Delhi: The Central Board of Direct
Taxes (CBDT) on Friday notified exten-
sion of tax exemption for sovereign we-
alth funds and pension funds by a vear to
March 31, 2025,

Thetax reliel wassupposed toexpireon
March 3l this vear:

The exemption will allow these funds
to claim tax benefits on dividend inco-
me, interest incomeand long-term capi-
talgainsarising from infrastructure in-
vestments made by these entities In
India after registering in the extended
time period.

Finance minister Nirmala Sithara-
man had made anannouncement tothis
effect in her interim budget speech in
February this vear

In 2020, the government introduced Sec-
tion 10{Z3FE) under the Income Tax Act to
provide notified sovereign wealth funds
and pension funds an exemption from di-
vidend. interest and long-term capital ga-
ins income earned from investments ma-
de in specified infrastructure businesses
from April 1, 2020, under certain condi-
tions. The move was aimed at encoura-
ging long-term investments in critical in-
frastructure projects,

Experts welcomed the extension of tax
exemption but said it should have been
for a longer period.

“While it's a move that will be welcomed
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’

by the infrastructure sector and infrast-
ructure funds, given the long haul of the-
se projects and India’s long-term aspira-
tions. the extension should have been con-
sidered for alonger duration asthe invest-
ment needsare mostlikely not tobe met in
one year,” said Sunil Gidwani, partnerfi-
nancial sector at Nangia Andersen LLE
The tax exempticon has generated a lot of
interest among sovereign wealth funds
and pension funds, who increased their
direct investments in India to $6.712 bil-
lion in 2022. almost double of $3.797 bil-
lion in 2021.

Around 35 sovereign wealth funds and
pension funds have been notified by the go-
vernment. These include Sama Foreign
Holdings of Saudi Arabia, GIC and Tema-
sek of Singapore, Kuwait Investment Aut-
harity and Norwegian Pension Fund.



