Profits and Guains of Business or Profession

income Tax

Classification of Scientific Research Expenditure:

Scientific Research Expenditure

Y

Y

Expenditure incurred on
research carried on by the
assessee

Y

Y

Y

Y

Contribution to outsiders

Expenditure on an
apaproved in-house
research u/s 35 (2AB)

Payment to National
Laboratory u/s 35 (2AA)

Other Expenditure Contribution to an

approved Scientific
Research Association
or a university, college

or other institution

u/s 35 (i) (i) (iii)
Revenue General
expenditure Expenditure

Meaning of Pre-commencement period

Immediately preceeding 3 years

Date of Commencement of

<
-

.
>

business

= Pre-commencement period
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Profits and Guains of Business or Profession

income Tax

Deductibility of Revenue (Scientific Research) expenditure: Sec. 35(i)(1)

Does Scientific
research connected to
the business carried
on by the assessee

Yes

Y

Revenue (scientific
research) expenditure

Scientific Research

No expenditure Not deductible

Y

Attributable to pre-
commencement petiod

Y

Expenditure
Salary to employees No —>»|
or on the purchase

of materials
?

Yes

Y

Deductible in the Previous
year in which business is
commenced
Deduction - Limited to the
extent certified by the
prescribed authority

Not Deductible

Y

Attributable to post-
commencement period

Attributable to post-
commencement period
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Profits and Guains of Business or Profession

income Tax

Deductibility of Capital Scientific Research Expenditure: Sec: 35(2)

Does
Scientific
research connected
to the business
carried on by

the assessee
?

Yes

Capital
expenditure

Expenditure in
acquisition
of land
?

No

Y

Scientific Research

No = expenditure Not deductible

No —> Not deductible

Capital Scientific Research Expenditure

Y

Attributable to pre-
commencement period

Y

Deductible in the
Previous year in which
business is commenced

Y

Attributable to post-
commencement period

Y

Deductable in the
year in which is
is incurred

Visit us at: www.sreeramcoachingpoint.com Page No. 3

Sreeram Coaching Point




Profits and Guains of Business or Profession

income Tax - PE - 1l

Transfer of Capaital Asset

Assets Sold

Y

Without having been
used for other purpose

Y
Sale prife < Deduction
available

Y

Deduction already
allowed is taxable as
business income
[Sale price - Cost of
acquisition] is treated as
Capital Gains u/s 45

Expenditure on in-house R & D facility: Sec: 35(2AB)

Y

After being put to use
for business purpose

Y

Treatment to be given
like other business

Assessee = Company
?

Yes

Company’s Business = Business
o1 Bio-Technology/Business of manufacture of any drugs;
pharmaceuticals, electronic equipments, computers,

telecommunication equipments
?

Yes

R & D Facility

assets.
No
No < No weighted deduction is
allowable
No —

approved by the prescribed
authority

Yes

Expenditure = Cost of

Yes

land & Building
?

No
Y
Expenditure on In-house R & D facility -
Deductible
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Profits and Guains of Business or Profession

income Tax

Conditions for availing Deduction:

incurred relate
to acquiring any
right to operate

telecom services

Expenditure

Capital
expenditure

‘ Deduction is avilable ‘

Quantum of Deduction:

Expenditure

No deduction
is available

Relates to Pre-
Commencement Period

Deduction is available in
equal instalments over
the period starting with

the previous year in
which business is
commenced and ending
with the previous year in
which the licence comes
to an end

Profit/Loss on Sale of Telecom Licence

Sale of telecom
licence

Relates to Post-
Commencement Period

Deduction is available in
equal installments over
the period starting from
the previous year in
which actual payment
has been made and
ending with the previous
year in which the licence
comes to an end

Entire telecom licence is

A Part of telecom licence

transfered is transfered
v v v v
Sale consideration less Sale consideration Sale consideration less Sale consideration
than or equal to WDV greater than WDV than or equal to WDV greater than WDV

WDV (-) Sale WDV () Sale
consideration S\?\IIijlons:De:iatz'n S] consideration
- or Deduction
u;/\g;:égsi: gid;::? zf avalled in earlier years Allowed as a deduction
sale which ever is less over the unexpired
axable as business period

income in the year of

sale (whether or not the

business is in existence)
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