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» The Profit & Loss account for the purpose of this section shall be
prepared using the accounting policies, the accounting standards
and the method & rate of depreciation as have been adopted for
the purpose of preparing such accounts laid before the company at

the AGM.
» This provision has been introduced to ensure that a company does
not evade taxes by following a preferential accounting policy for

preparation of accounts u/s 115]B.

» For the purposes of this section, “book profit” means the net profit
as shown in the profit and loss account for the relevant previous
year prepared as per section 115]B(2) above, as increased by —

(The following amounts will be added back to the Net profit only if

they are debited in Profit & Loss account)

Clause (a): the amount of income tax paid or payable, and the provision

thereof;




Computation of Book Profits (Contd..)
O

Computation of Book Profits (Contd..)
O




Computation of Book Profits (Contd..)
O

Computation of Book Profits (Contd..)
O




Computation of Book Profits (Contd..)
O

Computation of Book Profits (Contd..)
O




Clause (e): the amount or amounts of dividends paid or proposed.

Analysis
» Any provision made for payment of dividend in accordance with
AS 4 which is debited in the Profit & Loss account shall be
added back.

» As per Ind AS-10, a company is merely required to disclose the

amount of proposed dividend in its notes to accounts.

Clause (f): the amount or amounts of expenditure relatable to any
income to which section 10 (other than the provisions contained in

section 10(38) thereof) or section 11 or section 12 apply.

Corresponding reduction from Net Profit-

Clause (ii): the amount of income to which any of the provisions
of section 10 (other than the provisions contained in section 10(38)
thereof) or section 11 or section 12 apply, if any such amount is

credited to the Profit & Loss account.
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Clause (fb): the amount or amounts of expenditure relatable to income

accruing or arising to an assessee, being a foreign company, from-

(A) the capital gains arising on transactions in securities; or
(B) the interest, royalty or fees for technical services chargeable to tax

at the rate or rates specified in Chapter XII,

if the income-tax payable thereon in accordance with the provisions of
this Act, other than the provisions of this Chapter, is at a rate less

than the rate specified in sub-section (1) (i.e., less than 18.5%).

Cotresponding reduction from Net Profit-

Clause (iic): the amount of income accruing or arising to an assessee,
being a foreign company, from-

(A) the capital gains arising on transactions in securities; or

(B) the interest, royalty or fees for technical services chargeable to tax

at the rate or rates specified in Chapter XII,

if such income is credited to the Profit and Loss account and the income-
tax payable thereon in accordance with the provisions of this Act, other
than the provisions of this Chapter, is at a rate less than the rate

specified in sub-section (1) (i.e., less than 18.5%).
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Clause (k): the amount of gain on transfer of units referred to
in clause (xvii) of section 47 computed by taking into account

the cost of the shares exchanged with the units referred to

in the said clause or the carrying amount of the shares at the
time of exchange where such shares are carried at a value

other than the cost through Profit & Loss account, as the case

maybe.

Corresponding reduction from Net Profit-

Clause (iif): the amount of loss on transfer of units referred to in
clause (xvii) of section 47 computed by taking into account the cost

of the shares exchanged with the units referred to in the said

clause or the carrying amount of the shares at the time of exchange
where such shares are carried at a value other than the cost through

Profit & Loss account, as the case maybe.
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» FIFO method should be used to appropriate the losses of
earlier years against the profit of the current years, i.e., the loss
of the earliest year is to be first set off against the profit of the
current year- CIT v Carbon & Chemicals India 1.td. [2011] 196
taxmann 302 (Ker.).

» The loss outstanding at the beginning of the year is to be

considered for computation of loss available for set off.

CIT v. Sumi Motherson Innovative Engg. 1.#d. [2010] 195 Taxman 353
(Delbi).

Clause (vii): the amount of profits of sick industrial company for

the assessment year commencing on and from the assessment year
relevant to the previous year in which the said company has become
sick industrial company under sub-section (1) of section 17 of the
Sick Industrial Companies (Special Provisions) Act, 1985 (1 of 1986)

and

ending with the assessment year during which the entire net worth
of such company becomes equal to or exceeds the accumulated

losses.
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