STRATEGIC DISINVESTMENT PUSH

Buyers of PSU shares
exempt from gift tax

SHRIMI CHOUDHARY
New Delhi, 1June

The Central Board of Direct
Taxes (CBDT) has exempted
buyers from gift tax when they
acquire equity shares in pub-
lic-sector units (PSUs) through
strategic disinvestment.

Earlier the exemption was
applied only inthe case of sale
of a PSU. The change in the
income-tax law has been made
to make strategic divestment
in PSUs attractive, said
experts.

Strategic divestment in
IDBI Bank, Concor, and
Shipping Corporation of India
is in various stages and is
expected to be concluded this
fiscal year.

The government has set a

Strategic divestment in
IDBI Bank, Concor, and
Shipping Corporation of
India is in various stages
and is expected to be
concluded this fiscal year

target of 51,000 crore from
disinvestment in FY24.
Expanding the non-appli-
cability of Section 56{2)(x), also
known as gift tax, it said this

X

would not apply to “any mov-
able property, being equity
shares, of a public sector com-
pany or a company, received
by a person froma public
sector company or the
) Central Government
or any State
Government under strate-
gic disinvestment”. (This
is according to the
CBDT notification on
Thursday.)

Before the amendment, the
difference in book value and
fair market value was consid-
ered deemed income for the
buyer under Section 56(2)(x).
For the buyer, the difference is
treated as deemed income,
which gets taxed at the rate
applicable to the individual.
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One of the challenges cited |
by experts is the applicability
of the Sebi’s proposed amend- |
ments on FPI domiciled in cer- :
tain countries, which allow |
ommibus structures.
“One could question the |
extra-territorialapplicability of |
Indian laws in such cases. |
However, if investors them- |
selves provide exemption or |
there are bilateral information- |
sharing treaties between India |

and such jurisdictions, it could |
lead to disclosures of certain |

additional Information,” said |
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