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CBDT ISSUES CLARIFICATION AROUND AVAILMENT OF ADDITIONAL DEPRECIATION AND MAT CREDIT FOR
COMPANIES AVAILING LOWER RATE OF TAX

CBDT issues follow up clarification to the Taxation Laws (Amendment) Ordinance, 2019 introduced earlier this
year on September 20, 2019

Clarifies that set off of brought forward losses on account of additional depreciation / brought forward MAT
credit shall not be allowed for domestic companies availing a 22%tax rate under section 115BAA.

Allows the flexibility for the option under section 115BAA to be exercised after utilizing the brought forward
losses on account of additional depreciation and brought forward MAT credit.

Pursuant to the Taxation Laws (Amendment) Ordinance, 2019 (“Ordinance”) on September 20, 2019, the Central
Board of Direct Taxes (“CBDT’) has by way of a circular (“Circular’) clarified that set-off of brought forward losses on
account of additional depreciation and brought forward MAT credit shall not be allowed in case of companies opting
for taxation under the newly introduced section 115BAA of the (Indian) Income Tax Act, 1961 (“ITA’).

The Ordinance, inter-alia, introduced a new Section 115BAA into the ITA, which provides domestic companies the

option to be taxed at 22% (as opposed to the earlier rate of 25% ' / 30%2).It restricts companies availing it from
claiming set-off of brought forward losses on account of additional depreciation under section 35(1)(ii) of the ITA
(“Additional Depreciation’). Further, the Ordinance provides that no Minimum Alternate Tax (‘MAT") shall be
applicable on companies availing section 115BAA. Please refer to our hotline here for a detailed analysis on the
Ordinance.

Pursuant to the introduction of the Ordinance, it was not clear whether companies which were paying MAT and
choose to be taxed at the lower rate under the new provisions, can use the MAT credit available with them.
Clarification in this regard was sought by the industry and the CBDT has provided clarification by way of the Circular.
The Circular has also provided clarification in respect of set off of brought forward losses on account of additional
depreciation by companies which opt for taxability under section 115BAA. The clarifications are discussed below:

SET-OFF OF BROUGHT FORWARD LOSSES ON ACCOUNT OF ADDITIONAL DEPRECIATION
The taxpayer can avail the lower rate of tax under Section 115BAA of the ITA without claiming set-off of brought

forward losses from any earlier assessment to the extent such carried forward loss is attributable to, inter alia,
Additional Depreciation.

Additional Depreciation at the rate of 20% of the actual cost of such machinery or plantis claimable over and above
the ordinary depreciation provided for under Section 32 of the ITA. Such depreciation is available on new machinery
and plant (other than ships and aircraft) which has been acquired and installed after March 2005 if the taxpayer is
engaged in (a) the business of manufacture or production any article or thing; or (b) in the business of generation,
transmission or distribution of power.

While the language of the provision is clear, in order to ensure that there is no ambiguity whatsoever, the CBDT has
clarified that companies availing benefit of lower tax under section 115BAA shall not be allowed to claim set-off of
any brought forward losses on account of Additional Depreciation. They may however, as provided under Section
115BAA, exercise the option after setting-off of losses so accumulated.

SET-OFF OF MAT CREDITS
The Ordinance provides that MAT shall not be payable by companies availing benefit under section 115BAA.

However, it does not provide for the treatment of MAT credit already available with the companies opting for taxation
under the said section. The Circular clarifies that that brought forward MAT credit cannot be set off by companies
availing benefitunder section 115BAA of the ITA. It provides that the taxpayer can exercise the option of being taxed
under Section 115BAA after utilizing the accumulated MAT credit against the regular tax payable under the taxation
regime which existed prior to promulgation of the Ordinance.

CONCLUSION
While the clarifications are definitely useful, they do not provide any relief to the taxpayer. For those companies which

have accumulated MAT credit, availing benefit under the new section would mean that they would have to forego the
credit available. Clarifications to state that companies can first utilize the MAT credit/ brought forward losses under
regular provisions was not really required as the provision itself is clear in this regard.

— Afaan Arshad & Ashish Sodhani
You can direct your queries or comments to the authors

Research Papers

Mergers & Acquisitions
July 11, 2025

New Age of Franchising

June 20, 2025

Life Sciences 2025
June 11, 2025

Research Articles

2025 Watchlist: Life Sciences
Sector India
April 04, 2025

Re-Evaluating Press Note 3 Of 2020:
Should India’s Land Borders Still
Define Foreign Investment
Boundaries?

February 04, 2025

INDIA 2025: The Emerging
Powerhouse for Private Equity and
M&A Deals

January 15, 2025

Audio '

CCI's Deal Value Test
February 22, 2025

Securities Market Regulator’s
Continued Quest Against
“Unfiltered” Ainancial Advice
December 18, 2024

Digital Lending - Part 1 - What's New
with NBFC P2Ps
November 19, 2024

NDA Connect

Connect with us at events,
conferences and seminars.

NDA Hotline

Click here to view Hotline archives.

Video =«

Reimagining CSR: From Grant Giving
to Blended Finance & Outcome
Based Funding

June 16, 2025

Courts vs Bankruptcy code: The


https://www.nishithdesai.com/information/research-and-articles/nda-hotline/nda-hotline-single-view/article/major-tax-reforms-announced-runway-to-growth.html?no_cache=1&cHash=a1a6541b9171b1760d87edb868a847f6
mailto:afaan.arshad@nishithdesai.com
mailto:Ashish.Sodhani@nishithdesai.com
/fileadmin/user_upload/pdfs/Research_Papers/Mergers___Acquisitions_in_India.pdf
https://www.nishithdesai.com/fileadmin/user_upload/pdfs/Research_Papers/New-Age-of-Franchising.pdf
/fileadmin/user_upload/pdfs/Research_Papers/Life-Sciences-2025.pdf
https://www.nishithradio.com/Podcast.aspx?id=137&title=CCI%E2%80%99s_Deal_Value_Test
https://www.nishithradio.com/Podcast.aspx?id=126&title=Securities_Market_Regulator%E2%80%99s_Continued_Quest_Against_%E2%80%9CUnfiltered%E2%80%9D_Financial_Advice
https://www.nishithradio.com/Podcast.aspx?id=123&title=Digital_Lending_-_Part_1_-_What%27s_New_with_NBFC_P2Ps
/Event/1.html?EventType=Upcoming
/Event/1.html?EventType=Upcoming
SectionCategory/33/Research-and-Articles/12/0/NDAHotline/1.html
https://www.nishith.tv/videos/reimagining-csr-from-grant-giving-to-blended-finance-outcome-based-funding-june-16-2025/
https://www.nishith.tv/videos/courts-vs-bankruptcy-code-the-jsw-bhushan-saga/

125% in the following scenarios: (i) if the tumover was less than INR 400 crores in FY 2017-18; or (i) in case of companies which opted JSW-Bhushan Saga
to be taxed under section 115BA.

June 04, 2025
2 All other domestic companies

Vyapak Desai speaking on the
DISCLAIMER danger of deepfakes | Legally
Speaking with Tarun Nangia |
The contents of this hotline should not be construed as legal opinion. View detailed disclaimer. NewsX
This Hotline provides general information existing at the time of This is not a Spam mail. You have received this mail because you April 01, 2025

preparation. The Hotline is intended as a news update and have either requested for it or someone must have suggested your
Nishith Desai Associates neither assumes nor accepts any name. Since India has no anti-spamming law, we refer to the US
responsibility for any loss arising to any person acting or directive, which states that a mail cannot be considered Spam if it
refraining from acting as a result of any material contained in this ~ contains the sender's contact information, which this mail does. In
Hotline. It is recommended that professional advice be taken case this mail doesn't concern you, please unsubscribe from mailing
based on the specific facts and circumstances. This Hotline does list.

not substitute the need to refer to the original pronouncements.


https://www.nishith.tv/videos/vyapak-desai-speaking-on-the-danger-of-deepfakes-legally-speaking-with-tarun-nangia-newsx/

	Tax Hotline
	Research Papers
	CBDT ISSUES CLARIFICATION AROUND AVAILMENT OF ADDITIONAL DEPRECIATION AND MAT CREDIT FOR COMPANIES AVAILING LOWER RATE OF TAX

	Research Articles
	Audio
	NDA Connect
	NDA Hotline
	Video
	DISCLAIMER


