Profits and Guains of Business or Profession

income Tax

I) Basis of change Sec 28:

Profits + gains of any Export incentives
business/profession +
Cash Profit
istance Duty on
Compensation paid to agent on under draw sale of
account of termination of SR import
. . — scheme entitlements
agency/modification of terms +
conditions of agency Value of perquisites arising from
business/profession
Items
Compensation paid to manager chargeable /_ _\
for termination of his services or | . Firm Partner
for modification of the terms + > underthe < | | |
conditions head y
“PGBP” Salary
Bonus
Compensation paid on acount of Commission
take over of management of any Remuneration
property or business by
Government — Non compete fees |
Compensation for not sharing
know-how, patent, copyright,
Income of a ] o trademark
; imi ncome from
tra%e/p rgfesswnal'/ts_umlar. — speculative Sum received under keyman
assocaition from specific services _ insurance policy (including
to its members business b
onus)
Meaning of business: Sec 2(13)
Business
v : v
Any trade Any adventure/concern in the
Commerce nature of trade, commerce or
Manufacture manufacture
y Y
Note: Element of profit motive Note: Element of regularity is
is necessary not necessary
Meaning of trade:
Trade
i : ;
Exchanging goods for goods Exchanging goods for money Note: .
i. It is usually repetitive in nature
ii. Profit motive is essential
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Profits and Guains of Business or Profession

income Tax

Business income not taxable under the head "PGBP'':

“Business income not taxable under the head “PGBP”

Y Y Y
Rental income in the case of Dividend on shares in the case of Winnings from lotteries,
dealer in property a dealer in shares races etc.

Y

Y

Y

Assessable under the head
“IFI_]P”

Assessable under the head
“QOther sources”

Assessable under the head
“Other sourcfes”
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Profits and Guains of Business or Profession

income Tax

Admissibility of trading loss as deduction

Is the
loss
anticipated

Isit
notional or
fictitious?

Isit
revenue in
nature?

Isit
incurred
during the
previous
year?

Is it
incidental

to the business/
profession carried
on by the
assessee?

Is there any
restriction in the
Act, regarding its
deductibility?

Loss can be allowed as a deduction
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Profits and Guains of Business or Profession

income Tax

Meaning of Block of Assets (Sec. 2(11))

| Comprising
| Tangible Assets | | Intangible Assets |
* Knowhow
| Building | | Machinery | [ Plant | [ Fumiture | Patents
Copy rights
Trade marks
Licence
Franchise
Similar other
commercial rights
Eligible assessee:
| Assessee |
\
In the business of growing | Inother business |
+ manufacturing
( Teaor | Not eligible for deduction |
( Coffee or

( Rubber - in India

| Eligible for deduction |

Quantum of Deduction:

| Quantum of Deduction |
\

Y

Y

Amount deposited in eligible account

40% of income under PGBP (relating
to tea/coffee/rubber business)

)

X

| Whichever is Less |

Eligible account:
Eligible account

Special account

Deposit account

Y Y Y Y

Y

Y

Opened with Opened in Opened Opened in Opened with
NABARD accordance with Opened for the anywhere accordance with prior approval
the scheme purpose a scheme (CQG) - for the
approvede by specified in the framed by purposes
Tea/Coffee/Rub scheme Tea/Coffee/ mentioned in
ber Board Rubber Board the scheme
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Profits and Guains of Business or Profession

income Tax

Conditions for availing deduction:

| Conditions for availing deduction

Y v
Time limit for Audit of
deposit of Accounts
money in
eligible account
\
Y Y
Within 6 Within Required +
months from the due date for done under
end of previous filing any other
year ROI law

A A

v

‘ ( No Fresh audit

Within 6 necessary
months from the ( Annex audit report to
end of previous ROI
year ( Also annex a further

report of auditor in
Form 3AC

Consequences of availing deduction:

Y

Priority to
this deduction
over C/F loses

w's 72

| Not so required |

Y

( Get Accounts audited
( Annex audit report in prescribed
form. Form 3AC

I Consequence of availing deduction I

Y Y
No double taxation Expenditure not
No deduction to If deduction is availed under deductible
member/partner of this section no deduction foF the Any expenditure
Firm/ AOP/BOI - same amount could be availed incurred out of
. in any other previous year money withdrawn
Where latter is the (Example, depreciation No from the eligible
assessee assets acquired using this account is not
money) deductible
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Profits and Guains of Business or Profession

income Tax

Revocation of deduction:

Circumstances under which amount is
withdrawn from eligible accounts

Y

Y

Withdrawal on closure of eligible accounts Withdrawal under other circumstances
Y
Consequence: Y
Amount withdrawn (-) Amount payable to Purpose of withdrawal
Govt. by way of profit share (U/s 42)
assessed to tax: |
Head: PGBP Y Y
Year of Chargeability: Specified in the Not specified in
Previous year of withdrawal scheme the scheme
|
Y Y Y
Withdrawn Withdrawn amount Consequence:
amount utilized fully/partly Amount
v assessed to tax:
* ; Head: PGBP
Yy Consequence: Year of
Utilized for Utilized for purchase Unutilized amount Chargeability:
purchase of assets of Business assessable to tax Previous year of
i * gead. PGBP withdrawal
ear of
Utilized for' purchase Chargeability:
. Non- of Business Previous year of
Eligible eligible * withdrawal
assets
assets Amount withdrawn
Y not assessable to tax
Y
Consequence:
Amount withdrawn,
assessed to tax:
Head: PGBP
Year of
Chargeability:
Previous year of
withdrawal
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Profits and Guains of Business or Profession

income Tax

A

v Y Y
Transfer of eligible assets Transfer in connection Transfer of eligible
to Government Local with asset under
authority Corporation * succession of firm by other circums
established under company tances

state/provincial/Central
Act Government
company

Y

Cost of the asset is not
chargeable to tax

Y

Cost of the asset not
chargeable to tax, subject
to the following
conditions:

4 All assets of the firm
becomes those of the
company

4 All liabilities of the
firm becomes those of
the company

4 All partners become
the sharcholders of the
company

4 Scheme continues to
apply to the company

Y

Eligible asset is transferred
within 8 years from the
previous year of

Eligible asset is transferred
after a period of 7 years
from the previous year of

purchase of asset
assessable to tax
Head: PGBP
Year of Chargeability:

acquisition acquisition
Amount utilized for Amount utilized for

purchase of asset not
assessable to tax

Previous year of transfer
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