New I-T Bill restores alternate
minimum tax relief for LLPs

Lok Sabha clears revised I-T Bill, along with tax law amendments
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New I-T Bill restores
AMT relief for LLPs

AMT, levied at 18.5 per cent
plus cess and surcharge for
non-corporate taxpayers, is
intended to ensure high
earners cannot fully offset
their tax liabilities through
exemptions. LLPs with only
long-term capital gains (LTCG)
income are otherwise taxed at
12.5 per cent. The earlier ver-
sion of the Bill had omitted a
critical reference to Chapter
VI-A deductions in the AMT
provisions for LLPs. This
would have exposed LLPs —
including those earningsolely
LTCG taxed at 12.5 per cent —
to the higher AMT rate of 18.5
per cent plus cess and sur-
charge. The revised draft
restores this reference in
Clause 206, ensuring AMT
applies only when total
income is reduced by such
deductions, consistent with
the original intent. While the
Select Committee made 285
recommendations, it did not
propose altering the AMT
framework for LLPs as con-

tained in the first version of the
Income TaxBill, introduced in
February. The Centre also
incorporated  stakeholder
inputsto convey the proposed
legal meaning more accu-
rately, including “corrections
inthe nature of drafting, align-
ment of phrases, consequen-
tial changes and
cross-referencing”. One Select
Committee suggestion has,
however, been dropped.

This would have broad-
ened transfer pricing scru-
tiny by allowing a company
to be treated as an “associ-
ated enterprise” if it exer-
cised “substantial influence”
over another, even without
meeting current sharehold-
ing or board control

thresholds. The provision
would have brought a larger
set of inter-corporate trans-
actions under transfer pric-
ingrules, designed to ensure
related-party deals reflect
market value and nix profit
shiftine.



