
MAT PROVISIONS (Sec.115JB)





MAT = MAT Rate * Book Profit (BP) adjusted for MAT purposes


TP    = Tax Rate * Total Income as per Income Tax Act, 1961


MAT Rate = 10% + Applicable Surcharge + E. Cess


Tax Rate   =  Applicable Tax Rate + Applicable Surcharge + Education Cess


NTP = TP –[B/fd MAT CREDIT]


TP – TAX PAYABLE;  NTP – NET TAX PAYABLE





Year  1








IF TP > MAT





IF TP < MAT





Tax Liability = MAT


MAT (CR) = MAT - TP





MAT Credit can be carry forward for 7 A.Y. and it is eligible for adjustment only when the company pays Tax as per Income Tax Act





115 JB Not Applicable for this year





Year 2 and subsequent years








IF TP < MAT





Tax Liability = MAT


MAT (CR) = MAT - TP





MAT Credit can be carry forward for 7 A.Y. and it is eligible for adjustment only when the company pays Tax as per Income Tax Act








IF TP > MAT





There is an Bought Forward MAT (Cr)





There is NO Bought Forward MAT (Cr)








115 JB Not Applicable for this year





IF NTP > MAT





Tax Liability = NTP 





Bal MAT(cr) C/fd = NIL





IF NTP < MAT





Adjustable MAT(cr) = Current Year [TP – MAT]


Tax Liability = TP – Adjusted MAT(cr)








MAT(cr) C/fd = B/fd MAT(Cr) – Adjusted MAT(cr)





TP – [B/fd MAT (cr)] SHOULD NOT BE LESS THAN MAT





Tax Liability = TP as per IT Act





IMPORTANT POINTS:





Tax Credit can be adjusted for the purpose of calculating Interest u/s 234A/B/C





Incomes exempt u/s 10(34) & 10(35) should be reduced and its related expenses should be added back





It is applicable for all companies





Interest u/s 234B/C  will be  applicable for MAT payable u/s 115JB





LTCG exempt u/s 10(38) should not be reduced and its related expenses should  not be added back.





Above procedure should be done every year to decide  whether tax payable as per MAT or Income Tax Act





Expenses relating to 10A/10B and income relating to 10A/10BShould not be added back to/reduced from profit and loss account as per companies act  for computing Book Profit











Tax Liability = TP as per IT Act














