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No MAT on Foreign Portfolio Investors

The Indian Revenue authorities had proceeded to levy Minimum Alternate Tax (MAT) on Foreign Portfolio
Investors (FPIs) in the tax audit cycle for the financial year 2011-12. This move of the Revenue officers had
created huge concerns amongst the foreign investor community. To allay concerns of the stakeholders, the
Finance Minister of India constituted a High Level Committee (the Committee) under the chairmanship of
Justice A.P. Shah to examine legacy tax issues, including the issue of levy of MAT on FPIs for the period prior to
01 April 2015.

The Committee after extensive deliberations, discussions and in-depth study submitted its final report to the
Government. The Government considered recommendations of the Committee at length and at a press
conference held on 01 September 2015, the Finance Minister communicated its acceptance of the Committee
report.

The recommendations of the Committee to the Government were:

1. The Government should either amend the MAT provisions clarifying its inapplicability to FPIs; or
2. The Central Board of Direct Taxes (CBDT) should issue a circular clarifying the above.

To give effect to the recommendations of the Committee, the Finance Minister stated that necessary
amendments to the income tax law shall be introduced in the next session of the Parliament. The amendment
proposes to clarify that MAT provisions will not apply to FPIs that do not have a place of business/ permanent
establishment in India. Pending such amendment, CBDT shall issue a circular to the Revenue officers conveying
decision of the Government accepting recommendations of the Committee.

Separately, in response to a question regarding levy of MAT on foreign companies (other than FPIs), the Finance

Minister clarified that the scope of the Committee's report was restricted to FPIs and the issue of levy of MAT on
other foreign companies shall be decided by the Supreme Court.

Full extract of the Committee report and the Press Release issued by the Government can be accessed at:

http://finmin.nic.in/reports/ReportonApplicabilityofMinimumAlternateTax%200onFIIsFPIs.pdf
PressonApplicabilityofMinimumAlternateTax onFIIsFPIs.pdf

If your interest lies in a specific area or subject, do advise us so we can send you only the relevant alerts. For any
additional information, please reach out to your PwC relationship manager or write in to
pwctrs.knowledgemanagement@in.pwc.com
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