

                                 ASSESSMENT OF COMPANY


Definitions:
1. Company : As per section 2(17) , company means:

(i) Any Indian Company, or

(ii) Any body corporate incorporated by or under the laws of a country outside India. or

(iii) Any institution , association or body which was assessed as a company for any assessment year under the Income Tax Act 1922 or was assessed under this act as a company for any assessment year commencing on or before 1-4-1970 or

(iv)  Any institution ,body , whether incorporated or not and whether Indian or Non-Indian , which is declared by a general or Special order of CBDT

Type of company
(1) A Company in which the public are substantially Interested

(2) Widely held Company
(3) Closely held company

(4) Indian Company

(5) Domestic Company

(6) Foreign Company

(7) Investment Company

Residence of a Company
Section 6(3) of Income Tax
Resident in Indian Company

(a) It is an Indian Company

(b) If it is not an Indian Company the, the control and the management of its affairs is situated wholly in India.

Non resident in India

(a) It is not an Indian Company

(b) Some part of the control and management of its affairs is situated outside India

Assessment of Company:
The principal officer of the company is required to file the return of total income of the company on or before 31st October of the assessment year.

Rates of Income tax for the Assessment Year 2011-2012 are as under:
	Particular
	Rate

	Short term Capital gain on Equity Shares in a company or Unit of an Equity oriented fund
	15%

	Long Term Capital Gain
	20%

	Winning from lotteries
	30%

	Tax on any other Income

	Domestic Company
	30%

	Foreign Company
	40%

	Fon.co.Royalty received  
	50%


Surcharge for assessment year 2011-2012 as under:
	Domestic Company
	7.50%

	Foreign Company
	2.50%


The Total income of such Domestic/ Foreign company exceeds Rs 1 Crore.

	Education cess   
	2%

	SHEC 
	1%


MAT (Minimum Alternative Tax)section 115JB
MAT provision is only applicable, when company will pay the tax amount. 
In case of a company, income tax payable shall be higher of the following two amounts 
(1) Tax on total Income computed as per the normal provisions of this Act
(2) 18% of book profit

For Example: Suppose the book profit of a company for the A.Y 2011-12are Rs 20, 00,000 whereas total income as per provision of Income tax is Rs 10, 00,000. Then tax shall be payable as under:

 Answer

Normal provision tax amount is (1000000@30.90%) = 309000

MAT provision tax amount is (2000000@18.540%) =  370800

Then company has to pay rs 370800 as tax

If company pay tax on MAT provision, then Income is considered as a deemed Total Income.
Such book profit shall be deemed to be the total income of the assessee and the Tax payable by the assessee on such total Income (Book profit) shall be the amount of the Income tax at the rate 18%

MAT shall not apply to the income accrued or arising on or after 1-4-2005 from any business carried on, or services rendered by an entrepreneur or a developer in a unit or SPZ as the case may be.[ Section 115JB(6)]




MAT CREDIT [Section 115JAA]
        MAT credit available    =     Tax paid u/s 115JB

(LESS)                           Tax payable on the total income under normal 

                                         Provisions of the Act

                                                       -------------------------------------------------

                                                         XXXXXXXXXXX

                                                       -------------------------------------------------

As example above MAT credit is 370800 – 309000 = Rs 61800
The amount of tax credit so determined shall be allowed to be carried forward and set off in a year when the tax become payable on the total income computed under the normal provision .However , no carry forward shall be allowed beyond the 10 A. Y. immediately succeeding the A.Y. in which the tax credit become allowable.
MAT credit allowed    =          Tax payable on the total income under normal 

                                                 Provisions of the Act
LESS                                        Tax payable u/s 115JB

                                               __________________________________
              MAT credit allowed                 YYYYYYY

                                                             __________________________________

Note: No interest shall be allowed on the amount of tax credit available u/s115JAA.

Note: (1)The period of C/F u/s 115JAA can count only from the second year, so that it is that year which should be the first year for reckoning the period of 10 years.[ Data software Research Company(international) Pvt. Ltd.]
(2)The tax credit u/s115JAA shall not be allowed to the successor LLP.

OTHER PROVISION OF SECTION 115JB
1) Profit and loss of the company to be prepared as per provision of part II and III of schedule to the company act 1956.[115JB(2)]
2) Profit and loss a/c prepared  for the section 115JB(2) and Annual account for AGM proposed have same accounting policies, accounting standard, depreciation rate.[Proviso 1 and 2 to section 115JB(2)]

3) Assessing officer has no power to scrutinize profit and loss account.( Apollo Tyres Ltd)
No adjustment is possible on account of extra depreciation charged consequent to change the Depreciation methods during the year (Kinetic motor co ltd.)
When an AO has Power to alter the net profit:
1) Where the P&L a/c is not as per company act.

2) Accounting Policies or Accounting standard or rate of depreciation not same.
HOW TO COMPUTE BOOK PROFIT
	   As per Profit and loss account of the company net profit
	√√√

	      Net profit shall be increased by following
	 

	(a) The amount of Income Tax paid or Payable and the provision 
	√√

	(b) the and carried to any reserves by whatever name called
	√√

	( c) the amount or amount set aside to provision made for unascertained liabilities
	√√

	(d) the amount by way of provision for losses of subsidiary companies
	√√

	(e) the amount or amount of dividends paid or proposed
	√√

	(f ) the amount of expense related u/s10,11,12 [excluding 10(38)]
	√√

	( g) the amount of depreciation
	√√

	( h) Amount of deferred tax and Provision thereof
	√√

	( I) The amount set aside as provision for diminution in the value of any assets [AS13 and AS28 , provision for bad and doubtful debts]
	√√

	      Net profit shall be Decreased by following
	 

	(i) The amount withdrawn from any reserves or provision ,if any ,such amount is credited to the P&S a/c
	( √√ )

	(ii ) the amount of Income related u/s10,11,12 or 80-IAB [excluding 10(38)]
	( √√ )

	(iii) The amount of depreciation debited to P&La/c (excluding depreciation  of  revaluation of asset)
	( √√ )

	(iv) the amount withdrawn from revaluation reserve and credited to the P&S a/c to the extent it does not exceed the amount of depr on account of revaluation af assets 
	( √√ )

	(v) the amount which less as per company act.(1) Loss brought forward or(2) unabsorbed depreciation
	( √√ )

	(vi)the profit of Tonnage tax
	( √√ )

	(vii) the amount of deferred tax
	( √√ )

	Book Profit
	XXXXX


Note:

1 Starting figure is net profit after tax as per P&L a/c

2 Income tax shall include

       (I) U/s 115-O

       (II)  Any interest charged under this act
       (III) Surcharge

        (IV) EC and SHEC

3 Any tax, penalty or Interest paid or payable under Wealth tax, gift tax, any penalty paid or payable under income tax, if debited to P&S a/c should not to be add back to such net profit

4 If provision of gratuity has been made on the basis of actuarial valuation, it is not add back to such net profit (Echjay Forgings (p.) ltd)
5 Leave encashment made on scientific basis, then it is not add back to such net profit     (Bharat Earth movers)
6 Provision of warranty is allowed as deduction if it has been made on scientific basis.
7 Equity or Preference Dividend (paid or proposed) Add back to such net Profit
8 Amount of expenditure relating to sec 10A or 10B should not be added if it is already debited to P&L a/c
9 If any tax or duty disallowed in u/s 43B ,no treatment is made in MAT book profit calculation .
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