INCOME TAX

COMPARSION OF SECTION 44AD AND SECTION 44AE OF INCOME TAX ACT

PRESUMPTIVE INCOME

	PROVISION
	SECTION44AD
	SECTION44AE

	Assessee
	Individual HUF or a partnership firm [other than LLP]
	Any

	Residential status of assessee
	Resident
	Any

	Applicable to which business?
	Any business except a business covered u/s 44AE.
	The business of plying hiring or leasing of goods –carriages

	Non​-applicability of  section
	1.If sales/gross-receipts exceed Rs.60 Lacs or

2.If the assessee is claiming exemption u/s 10A, 10AA, 10B or deduction under any income related deduction section of Chapter Vl-A.
	If the total number of Vehicles owned by assessee exceed 10 at any time during the previous year.

	Presumptive income
	8% of gross-receipts.
	Heavy vehicle-Rs 5000/-per month

Other vehicle – Rs 4500/- per month for the period during which the vehicle is owned by the assessee

Part of the month shall be treated as a complete month



	Whether deduction of any type shall be allowed?
	No deduction shall be allowed from presumptive income. In fact the department presumes that all deduction u/s 30 to 38 have been allowed to the assessee.

However, if the assessee is a partnership firm deduction on account of interest and remuneration to partners shall be allowed according to the provisions of section40[b].
	-Same-

	Depreciation and WDV
	The department presumes that the depreciation of assets, as allowable u/s 32, has actually been allowed. Hence WDV of assets shall be reduced .
	-Same-

	What will happen if the assessee claims that he has earned higher income than presumptive income?
	Such higher income shall be taxable.
	Such higher income shall be taxable.

	Advantage if the assessee declares presumptive income or higher income
	1.No need to maintain books of accounts of the business covered u/s 44AD
2.No need to have audit of books of account of the business covered u/s 44AD

3.No need to pay advance-tax in relation to the income of business covered u/s 44AD
	1.No need to maintain books of accounts of the business covered u/s 44AD

2.No need to have audit of books of account of the business covered u/s 44AD



	Can assessee declare lower income ?
	Yes, provided the assessee maintains books of accounts +gets the accounts audited if the total income of assessee exceeds maximum amount not chargeable to tax [MANCT]
	Yes, provided the assessee maintains books of accounts (+)gets the accounts audited.

	Extra- points
	If the assessee carries on multiple businesses each business shall be separately considered for the purpose of section 44AD. In short the application of section 44AD is business wise and not assesseewise.
	Section 44AE is applicable in relation to the vehicles owned by the assessee.

For this purpose , vehicle acquired on hire purchase/installment basis shall also be DEEMED to be owned by the assessee


