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The withholding tax rate in the case of long-term
capital gains tax is 10-20% depending on the nature
of the investment.
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NEW DELHI: Walmart can approach the authorities under Section 195(2) of the Income
Tax Act to determine the withholding tax liability on its proposed purchase of a 77% stake
in Flipkart for $16 billion, the income tax department has told the American retail giant.  
 
“We have told them that they can approach the income tax officer to ascertain their tax
liability,” said a senior income tax official with knowledge of the communication sent to the
company on Tuesday. ET had reported May 9 on the letter sent to Walmart regarding the
transaction.  
 
Section 195 requires any entity making a payment to a non-resident that’s not interest
income or salary to deduct tax as appropriate on the amount. Under Section 195(2), the
entity can make a reference to the income tax officer to determine the exact tax liability.
The income tax department has sought details of the deal that Walmart announced on
Wednesday.  
 
The tax department has told Walmart that it believes it may have withholding tax liability
under the law on payments made to non-resident investors in the Indian ecommerce
company.  
 
Mandatory to Withhold Tax  
“Treaty provisions will not apply on indirect transfers that have Indian assets as
underlying,” said another official, referring to double taxation avoidance agreements, in
this case the one between India and Singapore.  

 

M3M CORNER WALK -
Invest in Retail Shops at
upcoming Commec..
M3M Corner Walk

Saleswomans Son May
Bleed To Death As They
Cannot Afford ..
Milaap

Recommended By Colombia

 
Non-resident private equity investors who are selling stakes to Walmart have the option to approach the Authority of Advance Rulings or

DEEPSHIKHA SIKARWAR

12:24 PM | 14 MAY

MARKET STATS
LIVE

Search for News, Stock Quotes & NAV's

https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/news
https://economictimes.indiatimes.com/news/economy
https://economictimes.indiatimes.com/hindi/indices/sensex_30_companies
https://economictimes.indiatimes.com/hindi/indices/sensex_30_companies
https://economictimes.indiatimes.com/hindi/indices/sensex_30_companies
https://economictimes.indiatimes.com/hindi/indices/nifty_50_companies
https://economictimes.indiatimes.com/hindi/indices/nifty_50_companies
https://economictimes.indiatimes.com/hindi/indices/nifty_50_companies
https://economictimes.indiatimes.com/hindi/commoditysummary/symbol-GOLD,language-HIN.cms
https://economictimes.indiatimes.com/hindi/commoditysummary/symbol-GOLD,language-HIN.cms
https://economictimes.indiatimes.com/hindi/commoditysummary/symbol-GOLD,language-HIN.cms
https://economictimes.indiatimes.com/hindi/markets/forex
https://economictimes.indiatimes.com/hindi/markets/forex
https://economictimes.indiatimes.com/hindi/markets/forex
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm?lang=HIN
javascript:;
https://economictimes.indiatimes.com/industry/services/retail/flipkart-deal-good-for-india-says-walmart-ceo/articleshow/64109781.cms
https://economictimes.indiatimes.com/news/company/corporate-trends/who-made-how-much-from-walmart-flipkart-deal/articleshow/64107050.cms
https://economictimes.indiatimes.com/small-biz/startups/newsbuzz/really-sad-to-see-sachin-leave-flipkart-co-founder-binny-bansal/articleshow/64108292.cms
https://economictimes.indiatimes.com/news/company/corporate-trends/flipkarts-critical-moment-was-when-binny-became-group-ceo-naspers-ceo/articleshow/64104978.cms
https://economictimes.indiatimes.com/news/company/corporate-trends/walmarts-acquisition-of-flipkart-rakes-in-500m-moolah-for-flipsters/articleshow/64103252.cms
https://economictimes.indiatimes.com/news/economy/policy/the-end-of-five-year-plans-all-you-need-to-know-about-this-big-policy-change/articleshow/58162236.cms
https://economictimes.indiatimes.com/topic/Walmart
https://economictimes.indiatimes.com/topic/Tax
https://economictimes.indiatimes.com/topic/Flipkart
https://ade.clmbtech.com/evnt/click.htm?r=ZTBiZTI2MWYtODExOS00NzYwLTk2MTYtNTJhOTg1YmIwODEzLTEwdXU0OjIwODYzMDphbGwsNXE2LDV4cSw5bmo6OTUzMDIxOjI6MTUzMjI2OTozODg3Ojo6MC45OjA6MToxOjExODU0OjExODU0Ojo6MjoxMjIuMTYwLjUuMTUwOk1vemlsbGEvNS4wIChXaW5kb3dzIE5UIDYuMTsgV2luNjQ7IHg2NCkgQXBwbGVXZWJLaXQvNTM3LjM2IChLSFRNTCwgbGlrZSBHZWNrbykgQ2hyb21lLzY2LjAuMzM1OS4xNzAgU2FmYXJpLzUzNy4zNjo6MC4wOjE6MDo6NjoxOjA6MDo0Ojo6MTUyNjI4MTAxMTI5MjpmYWxzZQ&fpc=d10908db-a0a6-49d2-bdbd-5273371d987e-10nns&i=k134M994y738&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Fnews%252Feconomy%252Fpolicy%252Fhappy-to-help-compute-tax-on-flipkart-deal-taxman-tells-walmart%252Fprintarticle%252F64117136.cms&u=http%3A%2F%2Fapi.taboola.com%2F1.2%2Fjson%2Ftimesofindiapremium-economictimes%2Frecommendations.notify-click%3Fapp.type%3Dweb%26app.apikey%3Db9ca92e556650f9bd1507b38b971910cd2aab076%26response.id%3D__7e955c2162371f3c6aeb00bee2ae0d5f__c4c8cb5da74a05dd4511a5659fbc5573%26response.session%3Dv2_9c64a5348b41354466e847f9d998a548_71fc5a84-bebe-4ad2-935e-dde59204f24c-tuct1eb1493_1526280963_1526281011_CNawjgYQ2NlEGJ6AwOu1LCAHKAQwZziY0QpA4Y8QSI7MG1D___________8B%26item.id%3D%257E%257EV1%257E%257E3915413826834473207%257E%257Eno8GMmRdhj9HBR6yiBfBhYDSA0i2aZmVcOvVD_ZCUEQgADLX0sCLI84lvxeYoNVBXtEiVLHvk6BFwXvQihx-5sQDaujTuXIPJ3m_CzAXijiiHxgkzxhrw1OZRrTQJaorUdSdtFbx0buTeBc3ZJRelUZcutujXW5eyxyPh3pTm2w%26item.type%3Dtext%26sig%3D7e514b107d1afecee8c7fd1c570446a274bdcc8a0633%26redir%3Dhttp%253A%252F%252Fpropemails.co.in%252FMulti-Microsites%252FM3m-Corner-Walk%252Findex-tb.html%253Futm_source%253Dtaboola%2526utm_medium%253Dreferral
https://ade.clmbtech.com/evnt/click.htm?r=ZTBiZTI2MWYtODExOS00NzYwLTk2MTYtNTJhOTg1YmIwODEzLTEwdXU0OjIwODYzMDphbGwsNXE2LDV4cSw5bmo6OTUzMDIxOjI6MTUzMjI2OTozODg3Ojo6MC45OjA6MToxOjExODU0OjExODU0Ojo6MjoxMjIuMTYwLjUuMTUwOk1vemlsbGEvNS4wIChXaW5kb3dzIE5UIDYuMTsgV2luNjQ7IHg2NCkgQXBwbGVXZWJLaXQvNTM3LjM2IChLSFRNTCwgbGlrZSBHZWNrbykgQ2hyb21lLzY2LjAuMzM1OS4xNzAgU2FmYXJpLzUzNy4zNjo6MC4wOjE6MDo6NjoxOjA6MDo0Ojo6MTUyNjI4MTAxMTI5MjpmYWxzZQ&fpc=d10908db-a0a6-49d2-bdbd-5273371d987e-10nns&i=k134M994y738&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Fnews%252Feconomy%252Fpolicy%252Fhappy-to-help-compute-tax-on-flipkart-deal-taxman-tells-walmart%252Fprintarticle%252F64117136.cms&u=http%3A%2F%2Fapi.taboola.com%2F1.2%2Fjson%2Ftimesofindiapremium-economictimes%2Frecommendations.notify-click%3Fapp.type%3Dweb%26app.apikey%3Db9ca92e556650f9bd1507b38b971910cd2aab076%26response.id%3D__7e955c2162371f3c6aeb00bee2ae0d5f__c4c8cb5da74a05dd4511a5659fbc5573%26response.session%3Dv2_9c64a5348b41354466e847f9d998a548_71fc5a84-bebe-4ad2-935e-dde59204f24c-tuct1eb1493_1526280963_1526281011_CNawjgYQ2NlEGJ6AwOu1LCAHKAQwZziY0QpA4Y8QSI7MG1D___________8B%26item.id%3D%257E%257EV1%257E%257E3915413826834473207%257E%257Eno8GMmRdhj9HBR6yiBfBhYDSA0i2aZmVcOvVD_ZCUEQgADLX0sCLI84lvxeYoNVBXtEiVLHvk6BFwXvQihx-5sQDaujTuXIPJ3m_CzAXijiiHxgkzxhrw1OZRrTQJaorUdSdtFbx0buTeBc3ZJRelUZcutujXW5eyxyPh3pTm2w%26item.type%3Dtext%26sig%3D7e514b107d1afecee8c7fd1c570446a274bdcc8a0633%26redir%3Dhttp%253A%252F%252Fpropemails.co.in%252FMulti-Microsites%252FM3m-Corner-Walk%252Findex-tb.html%253Futm_source%253Dtaboola%2526utm_medium%253Dreferral
https://ade.clmbtech.com/evnt/click.htm?r=ZTBiZTI2MWYtODExOS00NzYwLTk2MTYtNTJhOTg1YmIwODEzLTEwdXU0OjIwODYzMDphbGwsNXE2LDV4cSw5bmo6OTUzMDIxOjI6MTUzMjI2OTozODg3Ojo6MC45OjA6MToxOjExODU0OjExODU0Ojo6MjoxMjIuMTYwLjUuMTUwOk1vemlsbGEvNS4wIChXaW5kb3dzIE5UIDYuMTsgV2luNjQ7IHg2NCkgQXBwbGVXZWJLaXQvNTM3LjM2IChLSFRNTCwgbGlrZSBHZWNrbykgQ2hyb21lLzY2LjAuMzM1OS4xNzAgU2FmYXJpLzUzNy4zNjo6MC4wOjE6MDo6NjoxOjA6MDo0Ojo6MTUyNjI4MTAxMTI5MjpmYWxzZQ&fpc=d10908db-a0a6-49d2-bdbd-5273371d987e-10nns&i=k134M994y738&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Fnews%252Feconomy%252Fpolicy%252Fhappy-to-help-compute-tax-on-flipkart-deal-taxman-tells-walmart%252Fprintarticle%252F64117136.cms&u=http%3A%2F%2Fapi.taboola.com%2F1.2%2Fjson%2Ftimesofindiapremium-economictimes%2Frecommendations.notify-click%3Fapp.type%3Dweb%26app.apikey%3Db9ca92e556650f9bd1507b38b971910cd2aab076%26response.id%3D__7e955c2162371f3c6aeb00bee2ae0d5f__c4c8cb5da74a05dd4511a5659fbc5573%26response.session%3Dv2_9c64a5348b41354466e847f9d998a548_71fc5a84-bebe-4ad2-935e-dde59204f24c-tuct1eb1493_1526280963_1526281011_CNawjgYQ2NlEGJ6AwOu1LCAHKAQwZziY0QpA4Y8QSI7MG1D___________8B%26item.id%3D%257E%257EV1%257E%257E-5255438993619141821%257E%257EM289ec2ifyPIDATNYvAlrhky00AV8aH32_WPh0SpMGcgADLX0sCLI84lvxeYoNVBXtEiVLHvk6BFwXvQihx-5kEMm4SlA5Y_eLFV8WkVCkqiHxgkzxhrw1OZRrTQJaorT5qbBtCTCj0xUfSvHl4DDWbH-MBdXyPnPyfKqhqI4MU%26item.type%3Dtext%26sig%3D951d54ab54471b1bd6092715d3ab350c21d5709701e9%26redir%3Dhttps%253A%252F%252Fmilaap.org%252Fstories%252Fmadhan-reddy%253Futm_source%253Dtaboola%2526utm_medium%253Dreferral
https://ade.clmbtech.com/evnt/click.htm?r=ZTBiZTI2MWYtODExOS00NzYwLTk2MTYtNTJhOTg1YmIwODEzLTEwdXU0OjIwODYzMDphbGwsNXE2LDV4cSw5bmo6OTUzMDIxOjI6MTUzMjI2OTozODg3Ojo6MC45OjA6MToxOjExODU0OjExODU0Ojo6MjoxMjIuMTYwLjUuMTUwOk1vemlsbGEvNS4wIChXaW5kb3dzIE5UIDYuMTsgV2luNjQ7IHg2NCkgQXBwbGVXZWJLaXQvNTM3LjM2IChLSFRNTCwgbGlrZSBHZWNrbykgQ2hyb21lLzY2LjAuMzM1OS4xNzAgU2FmYXJpLzUzNy4zNjo6MC4wOjE6MDo6NjoxOjA6MDo0Ojo6MTUyNjI4MTAxMTI5MjpmYWxzZQ&fpc=d10908db-a0a6-49d2-bdbd-5273371d987e-10nns&i=k134M994y738&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Fnews%252Feconomy%252Fpolicy%252Fhappy-to-help-compute-tax-on-flipkart-deal-taxman-tells-walmart%252Fprintarticle%252F64117136.cms&u=http%3A%2F%2Fapi.taboola.com%2F1.2%2Fjson%2Ftimesofindiapremium-economictimes%2Frecommendations.notify-click%3Fapp.type%3Dweb%26app.apikey%3Db9ca92e556650f9bd1507b38b971910cd2aab076%26response.id%3D__7e955c2162371f3c6aeb00bee2ae0d5f__c4c8cb5da74a05dd4511a5659fbc5573%26response.session%3Dv2_9c64a5348b41354466e847f9d998a548_71fc5a84-bebe-4ad2-935e-dde59204f24c-tuct1eb1493_1526280963_1526281011_CNawjgYQ2NlEGJ6AwOu1LCAHKAQwZziY0QpA4Y8QSI7MG1D___________8B%26item.id%3D%257E%257EV1%257E%257E-5255438993619141821%257E%257EM289ec2ifyPIDATNYvAlrhky00AV8aH32_WPh0SpMGcgADLX0sCLI84lvxeYoNVBXtEiVLHvk6BFwXvQihx-5kEMm4SlA5Y_eLFV8WkVCkqiHxgkzxhrw1OZRrTQJaorT5qbBtCTCj0xUfSvHl4DDWbH-MBdXyPnPyfKqhqI4MU%26item.type%3Dtext%26sig%3D951d54ab54471b1bd6092715d3ab350c21d5709701e9%26redir%3Dhttps%253A%252F%252Fmilaap.org%252Fstories%252Fmadhan-reddy%253Futm_source%253Dtaboola%2526utm_medium%253Dreferral
https://economictimes.indiatimes.com/etreporter/author-deepshikha-sikarwar-19483.cms
https://economictimes.indiatimes.com/marketstats.cms


5/14/2018 Happy to help compute tax on Flipkart deal, taxman tells Walmart - The Economic Times

https://economictimes.indiatimes.com/news/economy/policy/happy-to-help-compute-tax-on-flipkart-deal-taxman-tells-walmart/printarticle/64117136.cms

Powered by

Live Market

News

Portfolio

Mobile

Live TV

Biz Listings

Industry

Newsletters

Commodities

Speed

Blogs

RSS

About Us

Create Your Own Ad

Advertise with Us

Terms of Use & Grievance Redressal

Privacy policy

FOLLOW US
Download it from 
APP STORE

Download it from 
GOOGLE PLAY

Download it from 
Windows Store

Apple Watch Karnataka Assembly Election

IPO Link Aadhar with Pan

How to invest in mutual fund? IFSC Code

Other Times Group news sites 
इकनॉ�मक टाइ�स| ઈકોનોિમક ટાઈ�સ | Pune Mirror | Bangalore Mirror | Ahmedabad Mirror
| ItsMyAscent | Education Times | Brand Capital | Mumbai Mirror | Times Now |
Indiatimes | नवभारत टाइ�स | महारा�� टाइ�स | �ಜಯ ಕ�ಾ�ಟಕ | Go Green | AdAge India |
Eisamay | IGN India | NavGujarat Samay | Times of India | Samayam Tamil | Samayam
Telugu | Miss Kyra | Bombay Times | Filmipop | BrainBaazi | BrainBaazi APP 
 
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 
 
Interest Network 
itimes

Hot on the Web 
Share Market | GST | Income Tax Slabs | Aadhaar Card | IFSC Code | Mutual Funds |
How to save Income Tax | Sensex Today | Nifty Bank | Sensex | Income Tax Calculator
| Karnataka Election 2018 
 
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 

In Case You Missed It

income tax officer under Section 197 to ascertain their tax liability. The Finance Act, 2012, introduced indirect transfer-related provisions
under Section 9(1)(i) of the Income Tax Act. Consequently, the income that nonresidents get directly or indirectly through transfer of a
capital asset situated in India is to be taxed here with retrospective effect from April 1, 1962.  
 
The change in the law makes it mandatory for all persons, whether resident or non-resident, having a business connection in India, to
withhold tax even if a transaction is executed on foreign soil if the underlying asset is Indian. The previous United Progressive Alliance
government had introduced the amendment to overcome a Supreme Court ruling in favour of Vodafone. Income tax authorities had
made a significant tax claim on its 2007 deal with Hutchison Whampoa to buy a majority stake in its local telecom subsidiary, levying this
on the indirect transfer of an Indian asset.  
 
 
The withholding tax rate in the case of long-term capital gains tax is 10-20% depending on the nature of the investment. “Under Section
195 of the Income Tax Act, 1961, Walmart will have the obligation to withhold tax from the amount to be paid to the non-resident sellers,”
said Amit Maheshwari, partner, Ashok Maheshwary & Associates LLP. “The actual amount of taxability in this transaction may vary in
view of the beneficial tax rates available to non-residents and treaty benefits.” To seek a lower rate, Maheswari said Walmart will have to
apply for this with related documents and explanations to substantiate the actual amount of gain. Tax officials will then decide whether to
issue the certificate for lower withholding tax, he said.  
 
“Such a transaction is taxable under the indirect transfer provisions of domestic tax laws. However, if the seller of such shares is located
out of jurisdictions such as Singapore or Mauritius, even under amended treaty scenario, it may be possible to claim such gains to be
non-taxable in India under residuary clause of article dealing with capital gains taxation,” said Rakesh Nangia, managing partner, Nangia
& Co LLP.  
 
“In any case, the buyer would be required to withhold income tax as per domestic tax provisions under Section 195, and if the tax
withholding is to be mitigated, then a ‘nil’ withholding tax order would be required from Indian authorities in advance under Section
195(2) or Section 197,” he added.  
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