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Investors from 21 
nations get angel 
tax exemption

SHRIMI CHOUDHARY 

New Delhi, 25 May 

I
nvestment from countries such as 
Mauritius, Singapore, and the 
Netherlands in unlisted Indian start-
ups will attract angel tax. 

The government has notified 
the list of “specified juris-
dictions” featuring 21 
nations, including the US, 
the UK, Australia, and 
Germany, which will be 
eligible for immu-
nity from the new 
tax. 

However, 
countries such as 
Singapore, Ireland, the 
Netherlands, and Mauritius, from where 
most of the investment comes to India, do 
not find mention in this list. 

Investment vehicles in Mauritius and 
Singapore are used by global investors to 
enter India and invest in the unlisted space. 
Experts are of the view that it is not clear that 
whether specific special purpose vehicles 
(SPVs) located in non-specified countries will 
get immunity from the tax. 

“A limited relief has been granted to cer-
tain categories of investors such as category 
1 foreign portfolio investors, pension funds, 
and broad-based investment funds. Even 
such investors may need to take a re-look at 
setting up SPVs for investment in India vis-
a-vis investing directly to avail of angel-tax 
exemption. Not including Singapore, the 
Netherlands, and Luxembourg is surprising, 
considering a large number of investments 
are routed to India through these jurisdic-
tions, which are important financial centres,” 
said Gouri Puri, partner, Shardul Amarchand 
Mangaldas & Co. 

According to industry estimates, 
Singapore, Mauritius and the UAE together 
constitute over 50 per cent FDI in India, and 
keeping them out of the list would impact 
the whole start-up industry.  

Last Friday, the Central Board of Direct 

Taxes (CBDT) had proposed to exempt a host 
of foreign investors including sovereign 
wealth funds, pension funds, banks, and 
insurers from angel tax. It had also put out 
additional valuation norms for those that 
come within its net. Barring hedge funds, 
broad-based pooled investment vehicles or 
funds in which the number of investors is 
more than 50 have been excluded from the 
tax. Besides, foreign investment in start-ups 
recognised by the Department for Promotion 
of Industry and Internal Trade (DPIIT) will 
not attract this tax, the CBDT had said. 

The CBDT has proposed to accept  
valuations by a merchant banker 
done within 90 days of the issue of  
shares by a start-up. Turn to Page 11 > 

Funding from countries such as Mauritius and 
Singapore in unlisted start-ups to attract the tax

THE FINE PRINT 
Angel tax 
Until now, investments by domestic 
investors in closely held firms were 

taxed over and above the fair 
market value. 

The Finance Act, 2023, 
expanded the Angel tax 

provision, removing the 
exemption for foreign 

funds and non-
residents. Last week, 

CBDT excluded certain 
classes of foreign 
investors 

>Not exempted  

Start-ups not 
registered with 
DPIIT; foreign 
investment from 
countries like 
Mauritius, 
Singapore, 
Luxembourg

> Exempted 

Sovereign wealth 
funds, pension 
funds, category 1 
FPIs, investment 
routed through 21 
nations, including 
US, UK, Germany 
and Australia 
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Vedanta... 

With the help of dividend and 
the sale of stake worth $200 
million in Vedanta in FY23, 
Vedanta Resources has 
repaid the loans and bonds 
that were maturing till April.  
With this, Vedanta Resources 
has reduced its gross debt by 
$1 billion to $6.8 billion. 

But analysts are worried 
over the fate of bonds matur-
ing later this year. A report by 
CreditSights, a research firm, 
said it was concerned about 
VRL’s $4.1 billion debt com-
ing due in FY24, for which the 
company will likely have to 
heavily rely on a $2 billion 
fundraising.  

The group is in talks with 
Farallon Capital to raise 
funds, bankers said. 

“We see limited room for 
VRL’s Opcos (operating com-
panies) to upstream more 
dividends, given multiple 
rounds of dividend payouts 
that have depleted their cash 
balances, and that will only 

be partly replenished with 
operating cash generation 
during the course of the year. 
In turn, we remain cognizant 
that VRL could face a major 
liquidity crunch in the sec-
ond half of fiscal 2024 should 
the $2 billion refinancing fail 
to materialise in the next 2-3 
months,” warned 
CreditSights in a report on 
May 11. 

Analysts are also worried 
over the falling metal prices 
that could impact the cash 
flows of the Indian operating 
companies. 

 
 

Angel tax... 
 
“By mentioning this list of 
countries, the government 
aims to attract more foreign 
investment into India from 
countries that have robust reg-
ulatory frameworks. This 
move aligns with the govern-
ment’s initial intention of 
bringing foreign direct invest-
ment within the purview of 
angel tax to prevent the circu-
lation of unaccounted money,” 
said Sandeep Jhunjhunwala, 
partner, Nangia Andersen LLP. 

Austria, Canada, the Czech 
Republic, Belgium, Denmark, 
Finland, Italy, Iceland, Japan, 
Korea, Russia, Norway, 
Sweden, New Zealand, and 
Israel are among other nations 
exempt from the tax. 

Leaving out start-ups reg-
istered with the DPIIT, the 
Union Budget has brought 
overseas investment in unlist-
ed closely-held companies 
within the tax net. 

For a start-up to escape the 
angel-tax provisions, apart 
from registering itself with the 
DPIIT, there is a threshold of 
~25 crore paid-up capital and 
share premium. 

Ola Electric...  
Currently, founder and pro-
moter Bhavish Aggarwal has 
a 40 per cent stake in Ola 
Electric which is expected to 
be diluted by 2  per cent after 
the fresh raising of funds 
from the sovereign fund. 

Ola is banking on the fact 
that it is already the largest 
player in the electric two-
wheeler space with a market 
share of  34 per cent in April 
and registrations of over 
21,560 vehicles (actual sales 
will be higher) based on 
VAHAN data. Its closest com-
petitor is TVS with 8,718 vehi-
cles. 

Ola Electric already has an 
annual run rate of $1.2 billion 
and is Ebitda (earnings before 
interest, tax, depreciation, 
and amortisation) positive at 
the operational level. 

The recent fundraise and 
the IPO will be able to finance 
the company’s ambitious 
expansion. One goal is to 
increase its manufacturing 
capacity of electric two-
wheelers from 0.5 million to 
2 million in the next phase. 
This is necessary because it 
aims to reach sales of 1 mil-
lion by the end of 2023 since 
its launch-nearly three times 
the 300,000 vehicles it has 
sold since its launch in the 
country 18 months ago. 

In addition, work is in full 
swing to build its battery cell 
factory which will require 
$0.5 billion for powering bat-
teries of up to 5 GWh in the 
first phase. The plan is to 
kickstart its operations by 
December end and source 
even its cells which are cur-
rently imported from its own 
unit. 

The company is eligible 
under the production-linked 
incentive scheme for batter-
ies of up to 20 GWh. Ola 
Electric intends to hike it up 
to 100 GWh and hit 10 mil-
lion per annum eventually at 
the two-wheeler facility in its 
Gigafactory in Tamil Nadu.   

The company is also 
expected to launch 5-6 mod-
els in the scooter segment in 
the coming months. It is also 
reported to be planning a for-
ay into the motorcycle seg-
ment, with 3-4 models 
planned by the end of the 
year. 

This is expected to scale 
up Ola's business significant-
ly with strong growth in rev-
enue and market share. It is 
also launching its lowest-
price electric scooter at less 
than 85,000 in July with the 
aim at ramping up volumes 
multiple times.   

However, the big chal-
lenge for the electric two-
wheeler market is the govern-
ment’s decision to cut the 
Faster Adoption and 
Manufacturing of (Hybrid &) 
Electric Vehicles in India sub-
sidy by a third-a signal that it 
might be withdrawn altogeth-
er from April next year. 
According to ICRA, the sub-
sidy on an Ola scooter with a 
3.97 kWh battery will fall by 
62 per cent from ~59,000 to 
~22,500. While most compa-
nies say they will have to pass 
on 10-20 per cent of the extra 
cost to consumers, this could 
still slow down the sales 
growth. 

From the start, Ola has 
taken a neutral stand on the 
withdrawal of the subsidy. 
Analysts say it might be able 
to absorb a large part of the 
cost as it has cash on its books 
and growing economies of 
scale.   

 

Meta... 

“This is a bittersweet 
moment for me. I will sin-
cerely miss collaborating 
with my extremely talented 
colleagues at Meta. At the 
same time, I’m excited about 
new beginnings for my 
career. I have been continu-
ously employed for the past 
13 years, and I wish I could 
use this opportunity to 
recharge. However, I am in 
the US on a work visa (H1B), 
and therefore, I need to find 
a job soon,” wrote Naidu in 
his LinkedIn post. 

In a blog post in March 
this year, Zuckerberg said: “In 
our Year of Efficiency, we will 
make our organisation flatter 
by removing multiple layers 
of management. As part of 
this, we will ask many man-
agers to become individual 
contributors. We’ll also have 
individual contributors 
report to almost every level 
— not just the bottom — so 
information flow between 
people doing the work and 
management will be faster.”
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WTO dispute over ICT tariff: 
India appeals into the void
ASIT RANJAN MISHRA 

New Delhi, 25 May 

India on Thursday 
appealed against a ruling 
by the dispute settlement 

body at the World Trade 
Organization (WTO) that had 
ruled against its imposition of 
tariffs on mobile phones and 
electronic components. 

The appeal filed before the 
appellate body — the highest 
adjudicating authority — at 
the WTO is considered an 
‘appeal into the void’, as the 
body is currently dysfunction-
al after the US blocked the 
appointment of judges to the 
body. India said its decision to 
appeal involves “certain issues 
of law covered in the panel 
report and certain legal inter-
pretations developed by the 
panel in the dispute”. 

“This notice of appeal pro-
vides an indicative list of the 
paragraphs of the panel report 
containing the alleged errors 
of law and legal interpretation 
by the panel in its report, with-
out prejudice to India’s ability 
to rely on other paragraphs of 
the panel report in its appeal,” 
India said in its notice. 

The April 17 order of the 
dispute settlement body on 
three separate but similar dis-
putes raised by the European 

Union (EU), Chinese Taipei, 
and Japan in 2019 said India 
violated its zero-tariff commit-
ment under the Information 
Technology Agreement (ITA) 
under the multilateral trade 
body. However, the appeal 
filed is only against the order 
on the dispute with Japan. 

“Japan considers that given 
the current situation of non-
operation of the appellate 
body, all the procedural dead-
lines set out in the appellate 
body’s working procedures 
shall be deemed to be sus-
pended. Consequently, until 
the appellate body resumes its 
operation and sets the sched-
ule for this appeal, Japan 
reserves its full rights to file its 
own appeal on errors (if any) 
in issues of law covered in the 
panel report and legal inter-
pretations developed by the 
panel and submit any relevant 

submissions for this case,” the 
Japanese side said in a state-
ment at the WTO. 

After Indian officials indi-
cated that the verdict would 
not have any immediate 
impact as India would file an 
appeal with the WTO’s appel-
late body, in a written reply to 
a questionnaire by Business 
Standard, the EU threatened 
to impose retaliatory tariffs on 
Indian goods if New Delhi did-
n’t abide by the WTO ruling. 

“In the event there is an 
appeal to the non-functioning 
WTO appellate body (i.e., an 
‘appeal into the void’), the EU 
has in place legislation (the 
enforcement regulation) that 
allows it to enforce its rights 
by imposing Customs duties 
or other restrictions in 
response to an appeal into the 
void, should the EU decide to 
do so,” said a spokesperson for 

EU. A trade expert said India’s 
appeal only against the Japan 
case and not against the EU 
one could be to avoid EU retal-
iation. 

The EU has claimed that 
up to €600 million of its tech-
nology exports to India were 
adversely impacted annually 
due to India’s imposition of 
tariffs on information and 
communication technology 
products. 

India, which is a signatory 
to the 1996 ITA, is required to 
eliminate tariffs on a range of 
products, including mobile 
handsets. Many countries had 
complained that the imposi-
tion of tariffs on information 
technology products by India 
was against the principles 
agreed upon under ITA. 
However, India had argued 
that at the time of signing the 
ITA, products such as smart-
phones did not exist, and 
hence, it was not bound to 
eliminate tariffs on such 
items. 

The WTO dispute settle-
ment panel had said that 
although it accepted ‘in good 
faith’ India’s argument, it had 
failed to demonstrate that this 
assumption constituted an 
essential basis of India’s con-
sent to be bound by the certi-
fied schedule.

India said its 
decision to appeal 
involves “certain 
issues of law 
covered in the panel 
report and certain 
legal interpretations 
developed by  
the panel in  
the dispute”


