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In brief 

Recently, the Bangalore Income Tax Appellate Tribunal (‘Tribunal’) held that where an item of income 
or expenditure was correctly disclosed in the P&L account as per Schedule VI of the Companies Act, 1956 
(‘Companies Act’), any disclosure in the Notes to Accounts in this regard could not be a basis for 
adjusting the book profit for the purposes of Section 115JB of the Income-tax Act, 1961 (‘the Act’). The 
profit in the P&L account was not open to tinkering by the assessing officer or the assessee while 
computing book profit under Section 115JB.  

 

In detail 

Facts 

During assessment year 2005-
06, the assessee

1
 got a 

remission of a bank loan 
liability. The assesse disclosed 
this as a credit to the P&L 
account as per the requirement 
of Schedule VI of the 
Companies Act. In the notes to 
accounts, the assessee 
disclosed the remission to be 
in the nature of capital receipt. 

The assessee filed its return of 
income declaring ‘Nil’ income. 
A notice under Section 148 of 
the Act was issued to the 
assessee whereby the assessing 
officer (AO) sought to tax 
remission of loan liability by 
the bank under the provisions 
of Minimum Alternate Tax 
(‘MAT’). 

The assessee contended before 
the AO that the remission was 
towards the principal. 
Therefore, it was not an 
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‘income’ and should not be 
considered for the purpose of 
computing book profit under 
Section 115JB. The AO rejected 
the assessee’s contention. 
Upon appeal, the 
Commissioner of Income-tax 
(Appeals) (CIT (A)) rejected 
the assessee’s contention by 
placing reliance on the 
Supreme Court (SC) decision 
in the case of Apollo Tyres

2
.  

Aggrieved with the CIT(A)’s 
decision, the assessee appealed 
to the Tribunal. 

Issues before the Tribunal 

 Whether such capital 
receipt credited to the P&L 
account should be 
considered as part of book 
profit under Section 115JB? 

Assessee’s contentions 

 The assessee contended 
that remission of loan 
liability supported by 
disclosure in the notes to 
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accounts could not be 
considered as income for 
book profits for MAT 
purposes. It relied on the 
Mumbai and Jaipur 
Tribunal decisions in 
Shivalik Venture P Limited 

v. DCIT
3
 and ACIT v. 

Shree Cement Limited
4
 

 A capital receipt disclosed 
in notes to accounts, 
should be excluded from 
the P&L account, relying 
on the Andhra Pradesh 
High Court decision in the 
case of CIT v. Nagarjuna  
Fertilizers & Chemicals 

Limited
5
 

Revenue’s contentions 

 The Departmental 
Representative (‘DR’) 
argued that the amount of 
receipt under consideration
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was credited to the P&L 
account and that the assessee 
has not disputed that the 
accounts were not in 
accordance with Schedule VI 
of Companies Act. 

 Relying on the SC decision in 
the case of Apollo Tyres

2
, the 

DR contended that the AO 
did not have the jurisdiction 
to alter the profit as per 
Schedule VI of the Companies 
Act, except for the 
adjustments as permitted 
under Explanation to Section 
115JB.  

 Therefore, the profit as per 
the P&L account prepared in 
accordance with Schedule VI 
of the Companies Act should 
be considered for the 
purposes of computing MAT. 

Tribunal ruling 

 The remission of loan liability 
was credited to the P&L 
account in accordance with 
Schedule VI of the Companies 
Act, and in compliance with 
mandatory Accounting 
Standards (AS 5).  

 Disclosures by way of notes to 
accounts would not require 
any changes to the amount of 
profit disclosed as per the 
P&L account for the purpose 
of computing book profit for 
MAT. 

 The Tribunal followed the 
view of the SC in Apollo 
Tyres

2
 and upheld the 

CIT(A)’s order. 

The takeaways 

 The case of Shivalik Ventures
3
 

relied upon by the assessee 
saw a view taken by the 
Mumbai Tribunal wherein the 
expression ‘shown in P&L’ 
was to be understood as 
amount disclosed in the P&L 
account read along with the 
notes to accounts. 

 The Bangalore Tribunal in the 
instant case has followed the 
SC decision in the case of 
Apollo Tyres

2
, and held that 

such disclosure in the notes to 
account to be irrelevant for 
MAT purposes. 

 Further, this ruling could be 
considered as a reiteration of 
the position that all receipts, 
including “Government 
Grants” credited to the P&L 
account, will have to be 
considered while computing 
book profit for the purposes 
of MAT.  

 While there are contrary 
views at the Tribunal level, 
the SC decision in Apollo 

Tyres
2
 is final in its 

application. 

Let’s talk 

For a deeper discussion of how 
this issue might affect your 
business, please contact: 

Tax & Regulatory Services – 
Direct Tax 

Gautam Mehra, Mumbai 
+91-22 6689 1154 
gautam.mehra@in.pwc.com 

Rahul Garg, Gurgaon 
+91-124 330 6515 
rahul.garg@in.pwc.com  
 

mailto:gautam.mehra@in.pwc.com
mailto:rahul.garg@in.pwc.com


Tax Insights 

 
 
 

For private circulation only  
 
This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information 
contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness 
of the information contained in this publication, and, to the extent permitted by law, PwCPL, its members, employees and agents accept no liability, and disclaim all 
responsibility, for the consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based 
on it. Without prior permission of PwCPL, this publication may not be quoted in whole or in part or otherwise referred to in any documents. 
 
© 2015 PricewaterhouseCoopers Private Limited. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers Private Limited (a limited liability company 
in India having Corporate Identity Number or CIN : U74140WB1983PTC036093), which is a member firm of PricewaterhouseCoopers International Limited (PwCIL), each 
member firm of which is a separate legal entity. 

 
 

 

About PwC  

At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 157 
countries with more than 208,000 people who are committed to delivering quality in assurance, advisory and tax 
services. Find out more and tell us what matters to you by visiting us at www.pwc.com. 
 
In India, PwC has offices in these cities: Ahmedabad, Bangalore, Chennai, Delhi NCR, Hyderabad, Kolkata, Mumbai 
and Pune. For more information about PwC India's service offerings, visit www.pwc.com/in 
 
PwC refers to the PwC International network and/or one or more of its member firms, each of which is a separate, 
independent and distinct legal entity in separate lines of service. Please see www.pwc.com/structure for further 
details. 

 
©2015 PwC. All rights reserved 
 
 

Our Offices 

Ahmedabad Bangalore Chennai 

President Plaza 

1st Floor Plot No 36 

Opp Muktidham Derasar 

Thaltej Cross Road, SG Highway 

Ahmedabad, Gujarat 380054 

+91-79 3091 7000 

6th Floor 

Millenia Tower ‘D’  

1 & 2, Murphy Road, Ulsoor,  

Bangalore 560 008  

Phone +91-80 4079 7000 

8th Floor 

Prestige Palladium Bayan 

129-140 Greams Road 

Chennai 600 006 

+91 44 4228 5000 

Hyderabad Kolkata Mumbai 

Plot no. 77/A, 8-2-624/A/1, 4th 

Floor, Road No. 10, Banjara Hills,  

Hyderabad – 500034,  

Andhra Pradesh 

Phone +91-40 44246000 

56 & 57, Block DN.  

Ground Floor, A- Wing 

Sector - V, Salt Lake 

Kolkata - 700 091, West Bengal 

+91-033 2357 9101/ 

4400 1111 

PwC House 

Plot No. 18A, 

Guru Nanak Road(Station Road), 

Bandra (West), Mumbai - 400 050 

+91-22 6689 1000 

Gurgaon Pune For more information  

Building No. 10,  Tower - C 

17th & 18th Floor,  

DLF Cyber City, Gurgaon 

Haryana -122002 

+91-124 330 6000 

7th Floor, Tower A - Wing 1,  

Business Bay, Airport Road,  

Yerwada, Pune – 411 006 

+91-20 4100 4444 

Contact us at 

pwctrs.knowledgemanagement@in.pwc.com  

http://on.fb.me/ZeYMDE
http://bit.ly/16PN2Kk
http://linkd.in/186VxRE
http://bit.ly/Z1pmhr
http://www.pwc.com/
http://www.pwc.com/in
http://www.pwc.com/structure
mailto:pwctrs.knowledgemanagement@in.pwc.com

