



Income from Business or Profession

Section 28. 

Essential conditions:

· Profit from Business or Profession 

· Any Compensation received or receivable

(a) Termination or Modification of affairs other than Indian Company 

(b) Termination or Modification of affairs of Indian Co.

(c) Rested power on Agencies/ Corporation 
· Profit on sale of import license

· Any Subsidy received from Govt.

· Profit from Speculation Business

· Salary, Bonus, Commission, of Partner 

· Tax on Non monetary perquisites

· Income from key man insurance policy 
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Section-29; Computation of business Profit :
Net Profit








xxx                                                                                                          
Add:  Disallowed Expenses which are included into P&LA/C Dr. side 

Income Tax







xxx
Wealth Tax 







xxx

Expanses regarding 40A 





xxx
Any capital expenditure 

Any relating expenses






xxx
Any donation or charity 





xxx
Add:  allowed any incomes which are not included in P&L A/C Cr. Side
xxx










-----
Less:  any disallowed incomes which are included into P&L A/C Cr. Side

Income from House Property





xxx
Income from Capital Gain 





xxx
Income from Other Sources 





xxx
Less:  any expenses allowed but not included into P&LA/C Dr. 

xxx




Business Income


xxx

Section-30; Rent, Rates, Taxes:

If carried on own business



if carried on business on let out 

In own house 





property 


In case no rent, rates & taxes



fully amount will be deductible


Will be allowed
Note: if separately municipal tax 

Has given then it will be deductible
Section-31; Repairs, maintenance of plant & machinery:
Revenue nature expenses 




capital nature expenses
   

Fully amount deductible




expenses will be disallowed 

Note:  any expenses incurred for increasing efficiency of machinery will be also treated as revenue nature and it will be deductible.

Section-32; How to calculate “Deprecation”:
Actual cost or WDV of Assets



xxx

Add: additional purchase during the year  


xxx

Less: any sale during the year  



xxx

Closing WDV





           
xxx
Deprecation = closing WDV x Rate of deprecation.

Half rate of deprecation: - in following cases assesses can claim only half rate of deprecation if he fulfill following conditions;

1. if asset acquired during the year 
2. must put to used in during the year 

3. utilization time not more than 180 days 
Additional deprecation: - if following conditions fulfill by assessee then he can claim additional 20% deprecation on original cost value;

1. If new plant & machinery acquired for industrial undertaking purpose
2. Aessessee must be engage in manufacturing or production of any article or thing 

3. Installed after 31st march 2005.

Succession deprecation: - when AOP/Firm/individual/ business acquired by company or firm then deprecation will be calculated day wise not month wise.

Imported Car:
  
If acquired before 1st April 2001



After 1st April 2001




Incase deprecation will be                                                    deprecation will be calculated 

allowed if  
according specified rate 

(a) used for tourist purpose
 Or
(b) for carrying goods/ passengers from one country to another country.

Terminal depreciation:
Any assets destroyed by fire or accidental loss & compensation received from insurance co. 
WDV
xxx

Less: insurance received 
xxx
Terminal depreciation 
xxx
Block:

   If fully block if assets sold 



if partly block of asset sold 

If sale value more                    if sale value less

than WDV                                than WDV

Section-33AB; Manufacture or production of tea rubber coffee: 
Essential conditions:

· asseessee must be engaged in production or manufacturing of Tea, Coffee or Rubber 

· deposited any amount in NABARD Bank within 6month from previous year or filing return (whichever is earlier )

· books of account must be audited by CA
Amount of exemption: 

· 40% of Business profit, Or  
· Actual depreciated amount

Whichever is lower will be exempted.

Misutilisation of deposited amount:

Will be treated as business income if assesses 

· Misutilise amount, Or
· Not used in same previous year

Holding period:

Assessees are required hold new asset up to 8 assessment year otherwise

· Actual cost value, Or 

· Sale value 

(Lower will be business income)

Note: difference between sale value and cost value will be capital gain.

Note: exemption on 

1. Tea:    

40% for agricultural profit

60% for agricultural profit 

2. Coffee:

25% for business profit and

75% for agricultural profit
3. Rubber:

35% for agricultural profit

65% for agricultural profit `

Section-33ABA; Site restoration fund :
Essential conditions: 

· Assesses are engaged in production of oil (mineral oil, petrol, diesel )

· Deposited any amount in SBI bank within previous year

· Book of account must be audited by CA

Amount of exemption:

20% of business profit, or 

Actual deposited amount 

(Whichever is less will be exempted) 

Miss-utilized amount:
 Will be treated as business income if assesses 

· Misutilised amount, or  

· Not used in same previous year 

Holding period:

Assesses are required hold new asset up to 8 assessment year otherwise

· Actual cost value, or 

· Sale value 

(Lower will be business income)

(Difference between sale and cost will be capital gain)

Section-35; Exemption on scientific research:

If expenditure incurred in own factory               if expenditure incurred to out side agency

Capital expenditure                                             Revenue expenditure

 

Fully allowed 
fully allowed 

Note:

· Any expenses incurred within 3 year prior started business will

Be also deductible when business commenced 

· Land acquisition regarding expenditure not be deductible 



If payment made to IIT 
       If research for:








  





125% of actual project will 
chemical goods, drugs 


be allowed

electronic items, 







housing projects



















150% expenses allowed 
Section-35ABA; capital expenditure for obtaining telecommunication license:
Essential Conditions:
· Assessee must be engaged in Telecommunication services

· Book of account must be audited by CA

Amount of deduction: 


If license fee paid before 

if license fee paid after 

commencement of Business 

commencement of Business


Amount of deduction 

           
=                    actual paid fee


actual fee paid
 
           Total no. of license period  

Remaining no. of license period.
Treatment after sale of license

If fully license right sold:

If SV more than AV 



if SV more than WDV


Capital gain 
business income 
 business income
Sale                      xxx 
original cost xxx
 original cost    xxx
- Original cost      xxx  
-WDV 
         xxx
 -WDV             xxx
                             xxx
                     xxx                                  xxx
If partly license right are sold: 


If sale value more than WDV 


if sale value less than WDV


Sales                           xxx 



WDV         xxx
-WDV                        xxx



-sale           xxx
Business income        xxx   
 


WDV         xxx 
Section-35D; Amortization Expenditure:
Meaning of Expenses:

Any expenses incurred before commencement of business sections 

· Printing and stationery expenses of  AOA/ MOA

· Drafting charge 

· Registration charge 

· Market servicing expenses 

· Legal expenses

· Advertisement expenses

Amount of deduction: 

· 1/5 of    [( 5% of project  OR capital employed ) Higher ]


OR

· 1/5 of actual Expenditure

(Whichever is lower.)

Note:  who can claim 

· Resident person or Indian Company 
· Cost of project = all fixed cost 

· Capital employed= equity share capital + general reserve 

                                     + debenture + preference share.
Section -35DD; Amortization of expenditure of  Amalgamated Company:
Amount of deduction: 

1/5 (actual Expenditure)

Section-35DDA; Expenditure incurred to voluntary retirement employee:
Amount of Deduction:

1/5 Actual Expenditure

Note: w.e.f. 1st April.05 these expenses will be deducted according paid basis

Section-36; Allowed expenses:
· Insurance charge of stock

· Insurance charge of cattle 

· Insurance charge of employee health 

· Any amount contribution by employer into RPF or Other fund

· Any amount contribution by employer into welfare fund of ESI 

· Interest on borrowing capital 

· Cash transaction tax

· Any amount transferred into reserve a/c by shipping company

Amount of deduction:

(a) 40% of business profit   OR 

(b)  Actual amount transferred 

(whichever lower will be deductible)

Bad debts provision in banking company:  
 
Indian banking companies 

foreign banking companies 





Rural Area                                Urban Area    Rural Area


Urban Area


10% of B.P.                           7.5% of B.P.
10% of B.P.


      5% of B.P.

Allowed            

Note: Business Profit (B.P.) before deduction u/s 80.
Expenditure on family promoting business:

Corporate assessee



Non-corporate assessee


20% of actual payment 



       not deductible 

Will be allowed 


Section-37; Allowed Expenses:
Essential conditions: 

· Must be expenses incurred during the P/Y

· Expenses must be revenue nature 

· Expenses should not be capital/Relative nature

· Expenses must be related during P/Y

Section-37(2) (B); Expenses incurred on political party:
Meaning of Expenses:

· seminar, conference or meeting expenses 

· advertisement expenses ( pamphlets, catalogue)

· Donation to political party 

Treatment:  fully disallowed 

Section-37 (2); Expenditure on entertainment purpose: 

Treatment:  fully allowed

Section-37(3); Advertisement Expenditure:
 

                  Capital Nature 



           Revenue Nature



                Fully disallowed 



             Fully Allowed

Note: under capital nature expenditure assessee can claim deprecation (15%)

Section- 39; Expenditure on building which was used partly business purpose and partly other purpose: 

Treatment:  Incase which proportion utilized for business purpose will be expenditure allowed.

Section-40(A); Disallowed Expenses:
· income tax 

· Wealth tax 

· Salary payable outside India if mot levied TDS

· Fringe Benefit tax

Section-40 (A) (2); Any amount paid to relative: 

Treatment: Disallowed

Section-40 (A) (3); Cash payment exceeding Rs.20,000: 
Disallowed Excepting following conditions: 

· if acquired agricultural equipment 

· paid gratuity whose salary not more than Rs. 20,000 p.a.

· any payment of sales tax, Excise duty of cess custom duty

· interest payable to schedule bank 

· bank holiday

· Rural area on where no Bank facility available

Note: 

i. Disallowed amount 20% of actual payment
ii. Cash payment also included bearer cheaque and Demand draft

Section-40 (A) (5); Payment made to unapproved welfare fund:
Treatment: Disallowed 

Section-40 (A) (7); Payment made to unrecognized provident fund or other unapproved fund: 

Treatment:  Disallowed

Section-40 (A) (9); Payment made to unapproved Gratuity:
Treatment:   Disallowed

Section-40B; Salaries, Bonus, Commission, Remuneration to Partner:
Treatment:  Fully Disallowed

Section-43B; Actual Payment:
These are following expenses allowed under the paid basis only:

· Any sum of amount as audit fee, interest, royalty fee, remuneration

· Any sum of amount as RPF or SPF or other fund

· Any sum of amount as excise duty, sales tax, custom duty or cess

· Encashment of unveiled leave

· Interest payable to schedule bank

Condition: If payment made within filling return of income 

Note:

i. Income Tax – Income tax is disallowed and any expenditure or proceeding of income tax is allowed

ii. Interest – All interest are allowed but interest on income tax is disallowed and on sales tax are allowed

iii. Gift and Donation – Disallowed

Section
Essential Condition
    Deemed Profit
Book of A/c &Audit of A/C
Allowed Exp.&Dep.
When Applicable





Rate

  Maintain


 





44AD      
Civil construction
    8% of turnover
When disclosed less than 
    only U/S 43 Exp.
Turnover less than








     Specified profit.


     


40Lakh
44AE
Hire of Vehicle 
    Lower-3150 p.m

-Do- 



-Do- 

-Not more than 10





    Heavy-3500 p.m.







  Vehicle















-net receipt 40Lakh

44AF
Retail Shops

    5% of turnover

-Do-



-Do-

Turnover less than 
















40Lakh

44B
Shipping Business
     7.5% of total 

-Do-



-Do-


-Do-


By Non-Resident
      receipts




44BB
Let out plant & 
     10% of total receipt
-Do-



-Do-


-Do-


Machinery regarding      


Mineral oil business by


Non-Resident

44BBA
Income from Air Craft       5% of total receipt
-Do-



-Do-


-Do-


Business by


Non-Resident


44BBB
Civil construction 
        10% of total receipt
-Do-



-Do-


-Do-

By Foreign Co. /Non


-Resident Person
 

Carried on


 By purchases








Manufacture/


 Sale/ purchase








With profit 


Motive 








Business


(Means)











Profession


(Means)





Have skill, talent, knowledge





Special qualities


 





Carried on business with intention to make profit








Occupation 


(Means)





Don’t have skill or              talent





No qualitative 





Bonus or commission earned  
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