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CBDT won’t act tough with startups to recover outstanding
demand
BY DEEPSHIKHA SIKARWAR, ET BUREAU | FEB 07, 2018, 08.23 AM IST

Giving some relief to startups, country's apex direct taxes body has directed its field
officials to refrain from coercive measures to recover outstanding demand in case 'angel
tax' is being sought to be imposed.

The Central Board of Direct Taxes (CBDT) has, in a directive, observed that it has noted
instances of additions to income being made under the said section in the cases of
startups that have otherwise raised "genuine investments" but where assessing officers

have disregarded the valuation reports submitted by the startups on grounds that the

valuations are 'abnormal'. i;: E

In the letter dated February 6, reviewed by ET, the board has asked commissioner
appeals CIT to dispose appeals by March 31, 2018. "It has been decided that in case of income from other sources' and should be taxed

startup companies that fall within the definition of the Department of Industrial Policy and under Section 56 (Il) of the Income Tax Act. This was
brought in to address laundering of black money
through this route.

The law reasons that this excess amount is akin to

Promotion (DIPP) notification.....if additions have been made by AOs....no coercive
measure to recover the outstanding demand would be taken," it said.

Big Change:
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Finance secretary Hasmukh Adhia had told ET, published February 5, that CBDT was
issuing such a directive. Former minister Pranab Mukherjee had in the finance act 2012
introduced this provision. The angel tax is applicable on the capital raised by unlisted companies from any individual against an issue of
shares in excess of the fair market value.

The law reasons that this excess amount is akin to 'income from other sources' and should be taxed under Section 56 (Il) of the Income
Tax Act. This was brought in to address laundering of black money through this route.

The tax is not levied on startups recognised by the DIPP under the Startup India policy announced last year. However, some startups
were issued notices by income tax authorities on the ground of higher valuations.
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Tax experts say this move will bring partial relief, but issue would be completely resolved only after a change is made to the definition.
"This development is expected to bring relief to hundreds of startups which are struggling with unnecessary tax demands levied by tax
officers by using this provision without understanding the dynamics of angel investing and the business model of startups," said Amit
Maheswari, partner, Ashok Maheshwary & Associates LLP.

In majority of cases, genuine investments were taxed and additions were done in a routine manner, he said, adding that only after DIPP
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amends the definition of eligible startups to bring into its fold pre-2016 startups and tax repayment notifies it, it would bring down curtains
to unnecessary litigation in this space which had caused considerable angst in the startup community and led some of the prolific angel

investors to invest abroad.

Stay on top of business news with The Economic Times App. Download it Now!

Live Market Industry About Us
News Newsletters Create Your Own Ad
Portfolio Commodities Advertise with Us
Powered by Mobile Speed Terms of Use & Grievance Redressal
Live TV Blogs Privacy policy
Biz Listings RSS

FOLLOW US

Other Times Group news sites

sohalliareh ersad| S50Ms 21E1 | Pune Mirror | Bangalore Mirror | Ahmedabad Mirror
| ItsMyAscent | Education Times | Brand Capital | Mumbai Mirror | Times Now |
Indiatimes | ATHRT TTSHT | HGRISE TTSHT | Jab Bxeeedd | Go Green | AdAge India |
Eisamay | IGN India | NavGujarat Samay | Times of India | Samayam Tamil | Samayam
Telugu | Miss Kyra | Bombay Times | Filmipop

Living and Entertainment

Timescity| iDiva | Entertainment | Zoom | Healthmeup | Luxpresso | Gadget Reviews
Titanium & Platinum Credit Card | Online Songs | MensXP | Hotels | Travel
Destinations | Cricbuzz | Recipes | Gaana | Happytrips | Getsmartapp

Download it from Download it from

GOOGLE PLAY

Download it from

APP STORE Windows Store

Hot on the Web

Budget Highlights | Tax Saving Investments | Income Tax Slabs | Aadhaar Card | How
to Save Income Tax | Budget Session | Income Tax | Sensex Today | Budget | Sensex |
Income Tax Calculator | Aadhaar

Services

Book print ads| Online shopping | Matrimonial | Astrology | Jobs | Tech Community |
Property | Buy car | Bikes in India | Free Classifieds | Send money to India | Used Cars
| Restaurants in Delhi | Remit to India | Buy Mobiles | Listen Songs | News |
TimesMobile | Real Estate Developers | Restaurant Deals in Delhi | Car Insurance |
Gadgets Now | Free Business Listings | CouponDunia | Remit2India | Techradar |

AliveAR | Getsmartapp App | ETMoney Finance App | Feedback | Auto
Interest Network
itimes

In Case You Missed It

Budget 2018 Steve Ellis
Cryptocurrency Firstcry
InstaOffice Amazon
Meru Cabs Times Bridge
GST Tata Capital
Amazon Sale Flipkart

Copyright © 2018 Bennett, Coleman & Co. Ltd. All rights reserved. For reprint rights: Times Syndication Service

https://economictimes.indiatimes.com/small-biz/startups/newsbuzz/cbdt-wont-act-tough-with-startups-to-recover-outstanding-demand/printarticle/6281...  2/2


https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/markets/markets/1977021501.cms
https://economictimes.indiatimes.com/newshome.cms
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm
http://m.economictimes.com/
https://economictimes.indiatimes.com/et-now/videohome/4413218.cms
https://economictimes.indiatimes.com/listing?frm=HP_Wg
https://economictimes.indiatimes.com/industry/articlelist/13352306.cms
https://economictimes.indiatimes.com/subscription.cms
https://economictimes.indiatimes.com/commodities.cms
http://speed.economictimes.indiatimes.com/
http://blogs.economictimes.indiatimes.com/
https://economictimes.indiatimes.com/rss.cms
http://www.timesinternet.in/
https://www.ads.timesinternet.in/expresso/selfservice/loginSelfService.htm
http://advertise.indiatimes.com/
http://www.indiatimes.com/termsandcondition
http://www.indiatimes.com/privacypolicy
https://www.facebook.com/EconomicTimes
https://twitter.com/economictimes
https://plus.google.com/+TheEconomicTimes/
https://economictimes.indiatimes.com/rss.cms
http://itunes.apple.com/us/app/the-economic-times/id474766725?ls=1&t=8apple.com/us
http://itunes.apple.com/us/app/the-economic-times/id474766725?ls=1&mt=8
https://market.android.com/details?id=com.et.reader.activities
https://market.android.com/details?id=com.et.reader.activities
http://www.windowsphone.com/en-US/apps/d73c2150-6acf-445b-b810-19a004b5d3e8
http://www.windowsphone.com/en-US/apps/d73c2150-6acf-445b-b810-19a004b5d3e8
https://economictimes.indiatimes.com/budget2018
https://economictimes.indiatimes.com/small-biz/startups/digital-push-will-help-startups-try-new-things-steve-ellis/articleshow/61330890.cms
https://economictimes.indiatimes.com/small-biz/money/betting-on-internet-of-money/articleshow/61331586.cms
https://economictimes.indiatimes.com/small-biz/money/firstcry-parents-revenue-rises-to-rs-239-crore-in-fy17/articleshow/61331354.cms
https://economictimes.indiatimes.com/small-biz/startups/how-instaoffice-is-partnering-with-landlords-to-disrupt-commercial-real-estate-space/articleshow/61331892.cms
https://economictimes.indiatimes.com/small-biz/startups/jeff-bezos-pose-new-worry-for-banks-as-amazon-extends-reach-with-finance-ambitions/articleshow/61234504.cms
https://economictimes.indiatimes.com/small-biz/legal/meru-cabs-moves-cci-against-ola-uber/articleshow/61047123.cms
https://economictimes.indiatimes.com/small-biz/startups/houzz-partners-with-times-bridge-to-help-homeowners-discover-platform/articleshow/61030362.cms
https://economictimes.indiatimes.com/small-biz/sme-sector/gst-tax-aftershock-widens-gap-between-bigger-companies-and-smaller-firms/articleshow/61653030.cms
https://economictimes.indiatimes.com/small-biz/sme-sector/tata-capital-and-capital-float-join-hands-to-fund-small-businesses/articleshow/60957879.cms
https://economictimes.indiatimes.com/small-biz/startups/ten-days-after-first-festival-amazon-relaunches-80-online-sale/articleshow/60933092.cms
https://economictimes.indiatimes.com/small-biz/startups/now-flipkarts-ai-to-help-you-find-product-reviews/articleshow/61030959.cms
http://hindi.economictimes.indiatimes.com/
http://gujarati.economictimes.indiatimes.com/
http://www.punemirror.in/
http://www.bangaloremirror.com/
http://www.ahmedabadmirror.com/
http://www.itsmyascent.com/
http://www.educationtimes.com/
http://brandcapital.co.in/
http://www.mumbaimirror.com/
http://www.timesnow.tv/
http://www.indiatimes.com/
http://navbharattimes.indiatimes.com/
http://maharashtratimes.indiatimes.com/
http://vijaykarnataka.indiatimes.com/
http://gogreenindia.co.in/
http://www.adageindia.in/
http://eisamay.indiatimes.com/
http://in.ign.com/
http://navgujaratsamay.indiatimes.com/
http://timesofindia.indiatimes.com/
http://tamil.samayam.com/
http://telugu.samayam.com/
http://www.misskyra.com/
http://www.bombaytimes.com/
https://www.filmipop.com/
http://timescity.com/
http://idiva.com/
http://timesofindia.indiatimes.com/entertainment
http://www.zoomtv.in/
http://healthmeup.com/
http://luxpresso.com/
http://www.gadgetreview.com/
http://www.hdfcbank.timescard.com/
http://gaana.com/newrelease/
http://mensxp.com/
http://www.happytrips.com/hotels
http://www.happytrips.com/guides
http://cricbuzz.com/
http://recipes.timesofindia.com/
http://gaana.com/newrelease/
http://www.happytrips.com/guides
https://www.getsmartapp.com/
http://www.itimes.com/
https://economictimes.indiatimes.com/news/economy/policy/key-highlights-from-budget-2018-ease-of-living-is-new-catch-phrase/articleshow/62735935.cms
https://economictimes.indiatimes.com/wealth/tax-saving-investments-fy17-18
https://economictimes.indiatimes.com/wealth/tax/latest-income-tax-slabs/articleshow/62751981.cms
https://economictimes.indiatimes.com/news/economy/policy/sc-extends-deadline-for-linking-of-aadhaar-to-all-services-to-march-31/articleshow/62079035.cms
https://economictimes.indiatimes.com/wealth/tax/looking-to-save-tax-for-fy-2017-18-here-are-6-investments-with-tax-free-income/articleshow/58280728.cms
https://economictimes.indiatimes.com/news/politics-and-nation/budget-session-2018-to-begin-today-at-11-am-with-presidents-joint-address/articleshow/62689689.cms
https://economictimes.indiatimes.com/topic/Income-Tax
https://economictimes.indiatimes.com/sensex-nifty-live-today-2018-02-07/liveblog/62814481.cms
https://economictimes.indiatimes.com/budget2018
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/personal-finance/calculators/tax-impact-calculator
https://economictimes.indiatimes.com/wealth/personal-finance-news/aadhaar-everything-you-need-to-know-about-it/articleshow/60173210.cms
http://www.ads2book.com/
http://shopping.indiatimes.com/
http://www.simplymarry.com/
http://www.astrospeak.com/
http://www.timesjobs.com/
http://www.techgig.com/
http://www.magicbricks.com/
http://www.zigwheels.com/
http://www.zigwheels.com/bikes
http://www.yolist.com/
http://timesofindia.indiatimes.com/business/india-business/Send-Money-to-India-the-safe-convenient-inexpensive-way/articleshow/11079712.cms
http://www.zigwheels.com/used-car
http://timescity.com/delhi/restaurants
http://www.timesofmoney.com/remittance/jsp/home.jsp
http://www.gadgetsnow.com/mobile-phones
http://gaana.com/
https://economictimes.indiatimes.com/newshome.cms
http://www.timesmobile.in/
http://property.magicbricks.com/
http://dineout.co.in/
http://www.zigwheels.com/insurance/
http://www.gadgetsnow.com/
https://economictimes.indiatimes.com/listing?frm=HP_Wg
https://www.coupondunia.in/
https://www.remit2india.com/sendmoneytoindia/homepage.jsp
http://www.in.techradar.com/
http://www.alivear.com/
https://play.google.com/store/apps/details?id=com.getsmartapp
https://play.google.com/store/apps/details?id=com.smartspends
https://economictimes.indiatimes.com/feedback.cms
https://www.zigwheels.com/
http://timescontent.com/
https://economictimes.indiatimes.com/etmobileapps.cms

