Akash Kangsa Banik, CA Finalist.
Mail to: akbanik123@gmail.com. Call: +91 9434510867


Investment Allowance: Sec 32AC [Inserted by Finance Act, 2013 w.e.f. 01-04-2014]:

a. Eligible Assessee: Company, engaged in the business of manufacture or production of any article or thing, acquires or installs new asset after the 31-03-2013 but before the 01-04-2015 and the aggregate amount of actual cost of such assets exceeds Rs. 100 crore.

b. Amount of deduction :

	For A.Y. 2014-15
	15% of the actual cost of new assets acquired and installed during F.Y 2013-14, if the aggregate amount of actual cost of such new assets exceeds Rs 100 crore, and



	For A.Y. 2015-16
	15% of the actual cost of new assets acquired and installed during the period beginning with 01-04-2013 and ending with 31-03-2015, as reduced by the amount of deduction allowed, if any, for the A.Y. 2014-15.




c. Meaning of new asset:

New assets mean any new plant or machinery (other than ships and aircraft), but does not include –

	1. Any plant or machinery which before its installation by the assessee was used either within or outside India by any other person.



	2. Any plant or machinery installed in an office premises or any residential accommodation including accommodation in the nature of guest house.



	3. Any office appliances including computer and computer software.



	4. Any vehicle or



	5. Any plant and machinery, the whole of the actual cost of which is allowed as deduction (whether by way of depreciation or otherwise) in computing the income chargeable under the head PGBP of any P.Y.




d. consequences of sale / transfer of new asset within 5 years from the date of installation:

The amount of deduction allowed in respect of such new asset shall be deemed to be the income of the assessee chargeable under the head PGBP of the P/Y in which such new asset is sold or otherwise transferred, in addition to taxability of gains, arising on account of transfer of such new asset.

However this provision will not apply in case the new asset is sold or transferred in scheme of amalgamation /demerger and the provisions shall apply to the amalgamated company or the resulting company as the case may be, as they would have applied to the amalgamating company or the demerged company.

Simplification: 

A company would be entitled for investment allowance u/s 32AC if:

· investment is made in new plant and machinery and 

· such plant and machinery is acquired and installed during the PY 2013-14 and 

· such investment exceeds Rs 100 crores.

Doubt clearing:

Whether investment allowance @ 15% would be reduced to arrive written down value of plant and machinery?

 Answer: No. 

Whether it is possible to claim investment allowance @ 15% for Air conditions and computers installed in office? 

Answer: No. 

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

Problem : Depreciation, Additional Depreciation and Investment Allowance 32AC.

Problem: Mr. Bharat acquired and installed new plant and machinery (15% block) on 05.08.2013 amounting Rs. 44 crore and on 07.12.2013 Rs. 62 crore. Compute: Depreciation, Additional Depreciation and Investment Allowance 32AC.

Sol: 









Rs. in crore 

	Particulars
	Depreciation
	Additional Depreciation
	Investment Allowance u/s 32AC

	i. on Rs. 44 crore, purchased on 05.08.2013
	44 x 15% = 6.60
	44 x 20% = 8.80
	44 x 15% = 6.60

	ii. on Rs. 62 crore, purchased on 07.12.2013
	62 x 15% x ½ = 4.65
	62 x 20% x ½ = 6.20
	62 x 15% = 9.30

	Total
	11.25
	15.00
	15.90


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

