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Applicability of Ind AS and Implications of 
Amendments u/s 115JB

The Ministry of Corporate Affairs, vide Gazette Notification GSR 111(E) dated 16th February 2015 
has notified Companies (Indian Accounting Standards) Rules, 2015 as amended vide Companies 
(Indian Accounting Standards) (Amendment) Rules, 2016. Companies (Indian Accounting 
Standards) (Amendment) Rules, 2016 specifies the classes of companies which shall comply  
with the Ind AS in preparation of the financial statements and auditors of such companies  
while preparing their audit report. The application of Ind AS is mainly based on the listing 
status and net worth of a company. As per the roadmap for implementation of Ind AS, all Listed 
Companies and Unlisted Companies having a net worth of R250 crore or more shall be required to 
adopt Ind AS. Read on to know more..........      

Notifications issued by MCA regarding 
applicability of Indian Accounting 
Standards
Ministry of Corporate Affairs, vide Gazette 
Notification GSR 111 (E) dated 16th February 
2015 has notified Companies (Indian Accounting 
Standards) Rules, 2015 as amended vide Companies 
(Indian Accounting Standards) (Amendment) Rules, 
2016. Accordingly, following companies are required 
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to comply with the Ind AS in various phases briefly described in the following table:-
Phase Mandatory 

for accounting 
periods 

beginning on 
or after^

Applicability

Companies other than NBFCs
Mandatory 
Phase I

01-04-2016 (i) Companies whose equity and/or debt securities are listed, or are in the 
process of listing on any stock exchange in India or outside India and a net 
worth of 500 crore INR or more

(ii) Unlisted companies having a net worth of 500 crore INR or more.
(iii) Holding, subsidiary, joint venture or associate companies of companies 

covered in (i) and (ii).
Mandatory 
Phase II

01-04-2017 (i) Companies whose equity and/or debt securities are listed, or are in the 
process of listing on any stock exchange in India or outside India, and 
having a net worth of less than 500 crore INR.

(ii) Unlisted companies having a net worth of 250 crore INR or more but less 
than 500 crore INR and not covered in any of the other categories.

(iii) Holding, subsidiary, joint venture or associate companies of companies 
covered in (i) and (ii)

NBFCs
Mandatory 
Phase I

01-04-2018 (i) NBFCs having a net worth of 500 crore INR or more 
(ii) Holding, subsidiary, joint venture or associate companies of the above, 

other than those companies already covered under the corporate roadmap 
announced by MCA

Mandatory 
Phase II

01-04-2019 (i) NBFCs whose equity and/or debt securities are listed or are in the process 
of listing on any stock exchange in India or outside India and having a net 
worth less than 500 crore INR 

(ii) NBFCs that are unlisted companies, having a net worth of 250 crore INR or 
more but less than 500 crore INR 

(iii) Holding, subsidiary, joint venture or associate companies of companies 
covered above, other than those companies already covered under the 
corporate roadmap announced by MCA

^All companies applying Ind AS are required to present comparative information for one year. Ind AS also requires companies 
to present Opening Ind AS Balance Sheet as on beginning of the earliest period presented.
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These rules also state that Reserve Bank of India 
and Insurance Regulatory Development Authority 
shall notify the rules related to applicability of Ind 
AS for banking companies and insurance companies 
respectively. 

Provisions related to Indian Accounting 
Standards 
Considering the various provisions of Indian 

Accounting Standards, above companies as and when 
they would be preparing their financial statements 
as per Ind AS will require to classify certain income/
gain/losses as part of other comprehensive income(as 
narrated in table in the later part of this article) for 
reporting period as well as previous period. As per the 
MCA, Ind AS Schedule III format notified on 06-04-
2016, other comprehensive income shall be presented 
in the following manner:

Particulars Current Year Previous Year
Other comprehensive income:
A. (i) Items that will not be reclassified to profit or loss
  (ii) Income tax relating to items that will not be reclassified
B. (i) Items that may be reclassified subsequently to profit or loss:
 (ii) Income tax relating to items that may be reclassified
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Further there are various adjustments which are required to be done in retained earnings on the transition 
date. Illustrative list of these adjustments may be on account of following:
S. 
No.

Ind AS Requirement of Ind. AS 101 ‘First Time 
Adoption of Indian Accounting Standards’

Adjustments made to retained Earnings

1.  Ind AS 17 ‘Leases’ As per Para D9AA a first time adopter may 
assess the classification of each element as 
finance or an operating lease at the date of 
transition to Indian Accounting Standards 
on the basis of the facts and circumstances 
existing as at that date. 

If there is any land lease newly classified 
as finance lease then the first time adopter 
may recognise assets and liability at fair 
value on that date; and any difference 
between those fair values is recognised in 
retained earnings.

2. Ind AS 21 ‘The 
Effects of Changes 
in Foreign Exchange 
Rates’

A first time adopter need not recognise some 
translation differences in other comprehensive 
income and accumulate these in a separate 
component of equity for cumulative translation 
differences that existed at the date of transition 
to Ind ASs.

(a) The cumulative translation 
differences for all foreign operations 
are deemed to be zero at the date of 
transition to Ind ASs; and

(b) The gain or loss on a subsequent 
disposal of any foreign operation 
shall exclude translation differences 
that arose before the date of 
transition to Ind ASs and shall 
include later translation differences.

3. Ind AS 28 
‘Investments in 
Associates and Joint 
Ventures’

According to Para D31AC first time adopter 
shall test investment in joint venture for 
impairment in accordance with Ind AS 36 
‘Impairment of Assets’ at the date of transition 
to Ind ASs, regardless of whether there is any 
indication that the investment may be impaired.

Any resulting impairment shall be 
recognised as an adjustment to retained 
earnings at the date of transition to Ind 
ASs.

4. Ind AS 28 
‘Investments in 
Associates and Joint 
Ventures’

When changing from the equity method in 
respect of its interest in a joint operation, an 
entity shall, at the date of transition to Ind ASs, 
derecognise the investment that was previously 
accounted for using the equity method and any 
other items that formed part of the entity’s net 
investment in and recognise its share of each 
of the assets and the liabilities in respect of its 
interest in the joint operation.

Any difference arising from the 
investment previously accounted for 
using the equity method shall be adjusted 
against retained earnings at the date of 
transition to Ind ASs.

5. Appendix B of Ind 
AS 16 ‘Stripping 
Costs 
in the Production 
Phase of a Surface 
Mine’

As per Para D32 any previously recognised 
asset balance that resulted from stripping 
activity undertaken during the production 
phase (‘predecessor stripping asset’) shall 
be reclassified as a part of an existing asset 
to which the stripping activity related, to 
the extent that there remains an identifiable 
component of the ore body with which the 
predecessor stripping asset can be associated.

If there is no identifiable component of 
the ore body to which that predecessor 
stripping asset relates, it shall be 
recognised in opening retained earnings 
at the transition date to Ind ASs.

6. Ind AS 105 ‘Non 
-current assets 
held for sale and 
discontinued 
operations‘

In accordance with Para D35A a first time 
adopter can measure assets or operations 
at the lower of carrying value and fair value 
less cost to sell at the date of transition to 
Ind ASs in accordance with Ind AS 105 ‘Non 
-current assets held for sale and discontinued 
operations'.

Recognise directly in retained earnings 
any difference between that amount and 
the carrying amount of those assets at the 
date of transition to Ind ASs determined 
under the entity’s previous GAAP.

7. Ind AS 16 
‘Property, Plant and 
Equipment’

According to Para D5, an entity may elect 
to measure an item of property, plant and 
equipment at the date of transition to Ind ASs 
at its fair value and use that fair value as its 
deemed cost at that date.

Adjustments to be made to retained 
earnings on first time adoption with 
respect to items of PPE.

The above are only illustrative adjustments. There are many other adjustments which can be done due 
to requirement of all Indian Accounting Standards read with Ind AS 101 ‘First Time Adoption of Indian 
Accounting Standards’.
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Proposed Amendments in Finance Bill 
2017 u/s 115JB
Finance Bill 2017, while proposing the amendments 
u/s 115JB has considered the above requirements 
of Indian Accounting Standards and accordingly 
proposed the following amendments:

Clause 47(ii) of Finance Bill 2017: In Section 
115JB of the Income-tax Act, 1961after sub section 2, 
the following sub-section shall be inserted (relevant 
extract).

(2A) For a company whose financial statements 
are drawn up in compliance to the Indian Accounting 
Standards specified in Annexure to the Companies 
(Indian Accounting Standards) Rules, 2015, the book 
profit as computed in accordance with Explanation 1 
to sub-section (2) shall be further–
(a) increased by all amounts credited to other 

comprehensive income in the statement of 
profit and loss under the head “Items that will 
not be re-classified to profit or loss”;

(b)  decreased by all amounts debited to other 
comprehensive income in the statement of 
profit and loss under the head “Items that will 
not be re-classified to profit or loss”;

(c) increased by amounts or aggregate of the 
amounts debited to the statement of profit 
and loss on distribution of non-cash assets 
to shareholders in a demerger in accordance 
with Appendix A of the Indian Accounting 
Standards 10;

(d)  decreased by all amounts or aggregate of the 
amounts credited to the statement of profit 
and loss on distribution of non-cash assets 
to shareholders in a demerger in accordance 
with Appendix A of the Indian Accounting 
Standards 10.

Provided that nothing contained in clause (a) 
or clause (b) shall apply to the amount credited or 
debited to other comprehensive income under the 
head “Items that will not be re-classified to profit or 
loss” in respect of— 
(i)  revaluation surplus for assets in accordance 

with the Indian Accounting Standards 16 and 
Indian Accounting Standards 38; or 

(ii)  gains or losses from investments in equity 
instruments designated at fair value through 
other comprehensive income in accordance 
with the Indian Accounting Standards 109. 

Provided further that the book profit of the 
previous year in which the asset or investment 
referred to in the first proviso is retired, disposed, 

realised or otherwise transferred shall be increased 
or decreased, as the case may be, by the amount 
or the aggregate of the amounts referred to in the 
first proviso for the previous year or any of the 
preceding previous years and relatable to such asset 
or investment.

(2C) For a company referred to in sub-section 
(2A), the book profit of the year of convergence and 
each of the following four previous years, shall be 
further increased or decreased, as the case may be, 
by one-fifth of the transition amount.

 Provided that the book profit of the previous year 
in which the asset or investment referred to in sub-
clauses (B) to (E) of clause (iii) of the Explanation is 
retired, disposed, realised or otherwise transferred, 
shall be increased or decreased, as the case may 
be, by the amount or the aggregate of the amounts 
referred to in the said sub-clause relatable to such 
asset or investment.

Provided further that the book profit of the 
previous year in which the foreign operation referred 
to in sub-clause (F) of clause (iii) of the Explanation is 
disposed or otherwise transferred, shall be increased 
or decreased, as the case may be, by the amount or 
the aggregate of the amounts referred to in the said 
sub-clause relatable to such foreign operations.

Explanation.—For the purposes of this sub-section, 
the expression—
(i)  “year of convergence” means the previous year 

within which the convergence date falls; 
(ii)  “convergence date” means the first day of the 

first Indian Accounting Standards reporting 
period as defined in the Indian Accounting 
Standards 101; 

(iii) “transition amount” means the amount or 
the aggregate of the amounts adjusted in the 
other equity (excluding equity component 
of compound financial instruments, capital 
reserve, and securities premium reserve) on 
the convergence date but not including the 
following:-
(A) amount or aggregate of the amounts 

adjusted in the other comprehensive 
income on the convergence date which shall 
be subsequently re-classified to the profit or 
loss; 

(B) revaluation surplus for assets in accordance 
with the Indian Accounting Standards 
16 and Indian Accounting Standards 38 
adjusted on the convergence date; 
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(C) gains or losses from investments in equity 
instruments designated at fair value through 
other comprehensive income in accordance 
with the Indian Accounting Standards 109 
adjusted on the convergence date;

(D) adjustments relating to items of property, 
plant and equipment and intangible assets 
recorded at fair value as deemed cost in 
accordance with paragraphs D5 and D7 of 
the Indian Accounting Standards 101 on 
the convergence date;

(E) adjustments relating to investments in 
subsidiaries, joint ventures and associates 
recorded at fair value as deemed cost in 
accordance with paragraph D15 of the 
Indian Accounting Standards 101 on the 
convergence date; and 

(F) adjustments relating to cumulative 
translation differences of a foreign operation 
in accordance with paragraph D13 of the 
Indian Accounting Standards 101 on the 
convergence date.

Analysis of Indian Accounting Standards vis-à-vis Proposed amendments by the Finance 
Bill 2017
On analysis of provisions of Ind AS as well as proposed amendment in the Finance Bill 2017, various items 
of Other Comprehensive Income will be treated as follows for the purpose of computation of book profits 
u/s 115JB:-

S. 
No.

Components of Other 
Comprehensive Income

(Para 7 of Ind AS 1)

Treatment as per Ind AS
(Reclassification Adjustments as 

per Ind AS 1)

Treatment for Calculation of Book 
Profit as per MAT

1. Changes in revaluation 
surplus (Ind AS 16 ‘Property, 
Plant and Equipment’)

As stated in Para 41 of Ind AS 16 
‘Property, Plant and Equipment’, 
Transfers from revaluation surplus 
to retained earnings are not made 
through profit or loss. Therefore 
reclassification adjustments do not 
arise on changes in revaluation 
surplus recognised in accordance 
with Ind AS 16. As per the 
requirement of Schedule III they 
are presented as “Items that will 
not be re-classified to profit or loss.”

As per first proviso to sub-section 
(2A) revaluation reserve credited/
debited to other comprehensive 
income shall not be adjusted in the 
book profit in the year in which it is 
credited or debited. Rather in terms 
of second proviso, it shall be added 
in the book profit of the previous 
year in which the asset is retired, 
disposed, realised or otherwise 
transferred, by the amount or the 
aggregate of the amount credited/
debited to other comprehensive 
income for the previous year or any 
of the preceding previous years and 
relatable to such asset.

2. Changes in revaluation 
surplus(Ind AS 38 – 
‘Intangible Assets’)

According to Para 87 of Ind AS 38- 
‘Intangible Assets’, the cumulative 
revaluation surplus included in 
equity may be transferred directly 
to retained earnings when the 
surplus is realised. Therefore, 
reclassification adjustments do not 
arise on changes in revaluation 
surplus recognised in accordance 
with Ind AS 38. As per the 
requirement of Schedule III they 
are presented as “Items that will 
not be re-classified to profit or loss.”

As per first proviso to sub-section 
(2A) revaluation reserve credited/
debited to other comprehensive 
income shall not be adjusted in the 
book profit in the year in which it is 
credited or debited. Rather in terms 
of second proviso, it shall be added 
in the book profit of the previous 
year in which the asset is retired, 
disposed, realised or otherwise 
transferred, by the amount or the 
aggregate of the amount credited/
debited to other comprehensive 
income for the previous year or any 
of the preceding previous years and 
relatable to such asset.
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S. 
No.

Components of Other 
Comprehensive Income

(Para 7 of Ind AS 1)

Treatment as per Ind AS
(Reclassification Adjustments as 

per Ind AS 1)

Treatment for Calculation of Book 
Profit as per MAT

3. Remeasurements of defined 
benefit plans
Remeasurements of the net 
defined benefit liability (asset) 
comprise (Para 127 of Ind AS 19 
‘Employee Benefits’): 
(a) actuarial gains and losses; 
(b) the return on plan assets, 
excluding amounts included in 
net interest on the net defined 
benefit liability (asset); and
(c) any change in the effect 
of the asset ceiling, excluding 
amounts included in net interest 
on the net defined benefit 
liability (asset).

According to Para 122 of Ind 
AS 19 ‘Employee Benefits’, 
remeasurements of the net 
defined benefit liability (asset) 
recognised in other comprehensive 
income shall not be reclassified 
to profit or loss in a subsequent 
period. Accordingly, as per the 
requirement of Schedule III they 
are presented as “Items that will 
not be re-classified to profit or loss.”

Book Profit for MAT calculation 
as per section 115JB is “Net Profit 
before Other Comprehensive 
Income”. In order to tax items of 
Comprehensive Income that will 
not be routed through Profit And 
loss, book profit of the previous 
year shall be increased/decreased 
by all amounts credited/debited to 
other comprehensive income in the 
statement of profit and loss.

4. Gains and Losses arising 
from translating the financial 
statements of a foreign 
operation as per Ind AS 21, 
‘The Effects of Changes in 
Foreign Exchange Rates’

As per Para 48 of Ind AS 21 ‘The 
Effects of Changes in Foreign 
Exchange Rates’, on the disposal of 
a foreign operation, the cumulative 
amount of the exchange differences 
relating to that foreign operation, 
recognised in other comprehensive 
income and accumulated in the 
separate component of equity, shall 
be reclassified from equity to profit 
or loss. As per the requirement of 
Schedule III they are presented as 
“Items that will be re-classified to 
profit or loss.”

These Items will form part of 
book profit as and when they are 
reclassified to Profit And Loss.

5. Gains and Losses from 
investments in equity 
instruments designated at 
fair value through other 
comprehensive income in 
accordance with Ind AS 109 
‘Financial Instruments’

As per Para B5.7.1 Ind AS 109, 
‘Financial Instruments’ prohibits 
the recycling of such gains and 
losses on FVTOCI investments 
in equity instruments to Profit 
and Loss on disposal. As per the 
requirement of Schedule III they 
are presented as “Items that will 
not be re-classified to profit or loss.”

As per first proviso to sub-section 
(2A) gains or Losses from such 
investments credited/debited to 
other comprehensive income shall 
not be adjusted in the book profit 
in the year in which it is credited or 
debited. Rather in terms of second 
proviso, it shall be added in the 
book profit of the previous year in 
which the investment is retired, 
disposed, realised or otherwise 
transferred, by the amount or the 
aggregate of the amount credited/
debited to other comprehensive 
income for the previous year or any 
of the preceding previous years and 
relatable to such asset.
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S. 
No.

Components of Other 
Comprehensive Income

(Para 7 of Ind AS 1)

Treatment as per Ind AS
(Reclassification Adjustments as 

per Ind AS 1)

Treatment for Calculation of Book 
Profit as per MAT

6. Gains and Losses on financial 
assets measured at fair value 
through other comprehensive 
income in accordance with 
Ind AS 109, ‘Financial 
Instruments’ 

Para 5.6.7 of Ind as 109, 
‘Financial Instruments’ permits 
the recycling of such gains and 
losses on FVTOCI investments in 
instruments to Profit and Loss on 
disposal. As per the requirement of 
Schedule III they are presented as 
“Items that will be re-classified to 
profit or loss.”

These Items will form part of 
book profit as and when they are 
reclassified to Profit and Loss.

7. The effective portion of 
gains and losses on hedging 
instruments in a cash flow 
hedge and the gains and 
losses on hedging instruments 
that hedge investments in 
equity instruments measured 
at fair value through other 
comprehensive income

In accordance with Para 96 of Ind 
AS 1, ‘Presentation of Financial 
Statements’ reclassification 
adjustments do not arise if a cash 
flow hedge results in amounts 
that are removed from the cash 
flow hedge reserve and included 
directly in the initial cost or other 
carrying amount of an asset or a 
liability. These amounts are directly 
transferred to assets or liabilities. 
As per the requirement of 
Schedule III they are presented as 
“Items that will not be re-classified 
to profit or loss.”

Book Profit for the purpose of 
Section 115JB is “Net Profit 
before Other Comprehensive 
Income”. In order to tax items of 
Comprehensive Income that will 
not be routed through Profit And 
loss, book profit of the previous 
year shall be increased/decreased 
by all amounts credited/debited to 
other comprehensive income in the 
statement of profit and loss.

8. For particular liabilities 
designated as at fair value 
through profit or loss, the 
amount of the change in fair 
value that is attributable to 
changes in the liability’s credit 
risk

Amounts presented in other 
comprehensive income shall not be 
subsequently transferred to profit 
or loss. However, the entity may 
transfer the cumulative gain or loss 
within equity. (Para B5.7.9 of Ind 
AS 109 ‘Financial Instruments’). As 
per the requirement of Schedule III 
they are presented as “Items that 
will not be re-classified to profit or 
loss.”

Book Profit u/s 115JB of the 
previous year shall be increased/
decreased by all amounts credited/
debited to other comprehensive 
income in the statement of profit 
and loss, in order to tax items of 
Comprehensive Income that will not 
be routed through Profit And loss.

9. Changes in the value of the 
time value of options when 
separating the intrinsic value 
and time value of an option 
contract and designating as 
the hedging instrument only 
the changes in the intrinsic 
value

Accordance to Para 96 of Ind 
AS 1 ‘Presentation of Financial 
Statements’, reclassification 
adjustments do not arise in case 
of accounting for the time value 
of an option result in amounts 
that are removed from a separate 
component of equity and included 
directly in the initial cost or other 
carrying amount of an asset or a 
liability. As per the requirement of 
Schedule III they are presented as 
“Items that will not be re-classified 
to profit or loss.”

Book Profit u/s 115JB of the previous 
year shall be increased/decreased 
by all amounts credited/debited to 
other comprehensive income in the 
statement of profit and loss.
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S. 
No.

Components of Other 
Comprehensive Income

(Para 7 of Ind AS 1)

Treatment as per Ind AS
(Reclassification Adjustments as 

per Ind AS 1)

Treatment for Calculation of Book 
Profit as per MAT

10. Changes in the value of the 
forward elements of forward 
contracts when separating 
the forward element and spot 
element of a forward contract 
and designating as the 
hedging instrument only the 
changes in the spot element, 
and changes in the value of the 
foreign currency basis spread 
of a financial instrument 
when excluding it from the 
designation of that financial 
instrument as the hedging 
instrument as per Chapter 
6 of Ind AS 109 ‘Financial 
Instruments’

In stated in Para 96 with Ind 
AS 1, ‘Presentation of Financial 
Statements’ reclassification 
adjustments do not arise if the 
forward element of a forward 
contract or the foreign currency 
basis spread of a financial 
instrument) result in amounts that 
are included directly in the initial 
cost or other carrying amount 
of an asset or a liability. These 
amounts are directly transferred 
to assets or liabilities. As per the 
requirement of Schedule III they 
are presented as “Items that will 
not be re-classified to profit or loss.”

Book Profit u/s 115JB of the previous 
year shall be increased / decreased 
by all amounts credited/debited to 
other comprehensive income in the 
statement of profit and loss.

Further to above, Appendix A of Ind AS 
10, ‘Events after the Reporting Period’ provides  
that any distributions of non-cash assets to 
shareholders (for example, in a demerger) shall 
be accounted for at fair value. The difference 
between the carrying value and the fair value of the 
assets is recorded in the profit and loss account. 
Correspondingly, the reserves are debited at  
fair value to record the distribution as a 'deemed 
dividend' to the shareholders. As there is a 
corresponding adjustment in retained earnings,  
this difference arising on demerger shall be  
excluded from the book profits. However, in the 
case of a resulting company, where the property  
and the liabilities of the undertaking or  
undertakings being received by it are recorded 
at values different from values appearing in the  
books of account of the demerged company 
immediately before the demerger, any change  
in such value shall be ignored for the purpose  
of computing of book profit of the resulting  
company.

The proposed amendment does not address 
the taxability of reclassification adjustment in 
accordance with Para 5.6.5 of Ind AS 109 ‘Financial 
Instruments’. Accordingly to this paragraph, if an 
entity reclassifies a financial asset out of the fair  
value through other comprehensive income 
measurement category and into the amortised 
cost measurement category, the financial asset is 

reclassified at its fair value at the reclassification 
date. However, the cumulative gain or loss  
previously recognised in other comprehensive 
income is removed from equity and adjusted 
against the fair value of the financial asset at the 
reclassification date. This adjustment affects 
other comprehensive income but does not affect 
profit or loss and therefore is not a reclassification  
adjustment. In such case, this income will not be 
taxed because as per the inserted sub-section it was 
supposed to be taxed in the previous year in which it 
was reclassified to profit and loss.

MAT on First Time Adoption
The adjustments arising on account of transition to 
Ind AS from existing Indian GAAP is required to 
be recorded directly in Other Equity at the date of 
transition to Ind AS. Several of these items would 
subsequently never be reclassified to the statement 
of profit and loss/included in the computation of 
book profits. Accordingly, the following treatment is 
proposed:
1. Those adjustments recorded in other 

comprehensive income and which would 
subsequently be reclassified to the profit and 
loss, shall be included in book profits in the 
year in which these are reclassified to the profit 
and loss.

2. Those adjustments recorded in other 
comprehensive income and which would 
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never be subsequently reclassified to the profit and loss shall be included in book profits as specified 
hereunder:-

S. No. Items Point of time
1. Changes in revaluation surplus of PPE and 

Intangible assets (Ind AS 16 ‘Property, Plant and 
Equipment’ and Ind AS 38 ‘Intangible Assets’).

To be included in book profits at the time of 
realisation/disposal/retirement on otherwise 
transferred.

2. Gains and losses from investments in equity 
instruments designated at fair value through 
other comprehensive income (Ind AS 109 
‘Financial Instruments’ ).

To be included in book profits at the time of 
realisation/disposal/retirement or otherwise 
transferred.

3. Remeasurements of defined benefit plans (Ind 
AS 19 ‘Employee Benefits’).

To be included in book profits equally over a period 
of five years starting from the year of first time 
adoption of Ind AS.

4. Any other item. To be included in book profits equally over a period 
of five years starting from the year of first time 
adoption of Ind AS.

3. All other adjustments recorded in Reserves and Surplus (excluding Capital Reserve and Securities 
Premium Reserve) as referred to in Division II of Schedule III of Companies Act, 2013 and which 
would otherwise never subsequently be reclassified to the profit and loss account, shall be included in 
the book profits, equally over a period of five years starting from the year of first time adoption of Ind 
AS subject to the following:-

S. No. Items Adjustments
1. PPE and intangible assets 

at fair value as deemed 
cost

1. The adjustments in retained earnings on first time adoption with 
respect to items of PPE and Intangible assets shall be ignored for the 
purposes of computation of book profits.

2. Depreciation shall be computed ignoring the amount of retained 
earnings adjustment.

3. Gain/loss on realisation/disposal/retirement of such assets shall be 
computed ignoring the retained earnings adjustment.

2. Investments in 
subsidiaries, joint ventures 
and associates at fair 
value as deemed cost in 
Opening Ind AS Balance 
Sheet

Retained earnings adjustment shall be included in the book profit at the 
time of realisation of such investment.

3. Cumulative translation 
differences

An entity may elect a choice whereby the cumulative translation 
differences for all foreign operations are deemed to be zero at the date of 
transition to Ind AS to ensure that such cumulative translation differences 
on the date of transition which have been transferred to retained earnings, 
are taken into account, these shall be included in the book profits at the 
time of disposal of foreign operations.

The period of five years proposed above shall be previous years 2016-17, 2017-18, 2018-19, 2019-20 and 
2020-21 (for first phase of companies where Ind AS is mandatorily applicable).

Conclusion:
By proposing the above amendments in Section 
115JB, provisions are rationalised considering the 
requirements of Indian Accounting Standards. By 
and large, unrealised gains/losses are required to be 

considered for the purpose of computation of book 
profit u/s 115JB. However, where these gains/losses 
are directly credited/debited in the profit & loss, it 
forms part of book profit at the time of such credit/
debit. 
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It is not enough to aim, you must hit. - Italian proverb


