Deemed Income in the Business of Civil Construction
The business of civil constructionis in its high heels these days with all round development in the country. In such a case, it is very important for an assessee involved in this business to know his taxability and its basis.
In case of an assessee engaged in the business of civil constructionor supply of labor for civilconstruction, 8% of gross receipts paid or payable to the assessee in the previous year on account of such business shall be deemed to be profits and gains of such business chargeable to tax under the head ‘Profits and Gains of Business or Profession’. The following points are considered useful for this purpose:
a)      The above provision is not applicable when the gross receipts exceed Rs. 40 lakhs during the previous year. ‘Gross Receipts’ used in this section means the amount received or receivable from the customers for contract but does not include the value of materials supplied by the customers.
b)      No further deductions as provided in section 30 to 38 of the Act shall be allowed from the deemed income as computed above. However, where the assessee is a firm, the salary and interest paid to its partners shall be deducted from the deemed income as computed above subject to the conditions and limits specified in section 40(b).
c)       The written down value of the assets used in the business shall be determined as if depreciation, as admissible, has been allowed.
d)      The assessee can voluntarily declare a higher income in his return of income than the deemed income as specified above.
e)      The assessee can declare a lower income than the deemed income in the return if he keeps and maintains the books of accounts and other documents as required under the section 44AA and gets his accounts audited and furnishes a report of such audit as required under section 44AB.
f)       The assessee, who files a return, estimating income @ 8% of gross receipts or a higher income, is neither required to maintain books of accounts under the provisions of section 44AA nor required to get accounts audited under the provision of section 44AB in respect of business of civil construction. Even if the assessee has other business in addition to the business of civil construction, gross turnover, sales, etc. or income, as the case may be, required for compulsory maintenance ofaccounts [Sec. 44AA] and compulsory audit [SEC. 44AB] shall be computed after excluding the turnover or income, as the case may be, of the business of civilconstruction from the gross turnover or total income of all the businesses.
g)      Civil construction includes the construction or repair of any building, bridge, dam and other structure or of any canal or road and the execution of any works contract.
Thus, one can conclude that the business of civil construction can be said to be playing a developmental role in the economy but no doubt, the taxability has been carefully levied by use of a conjuring concept of deemed income.

