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X Rent,; wvepaiz , inguyance on building +
Plant 4 machm@y

X De preciation et

- Sec 2a Bag&c Cma\mns
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+ Deemed INcome

¥ Actval coct aseggment:

% Roouwr of accoonts

¥- Tax auvdit + Audtt report

X MmiLcellaneoul.
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I Scope of cChaptey LN —D
The Scope of chp Iv-D ig given in Its
charging gcection at Aollows <§ec 2gC)

28. The following income shall be chargeable to income-tax under the head "Profits and gains of business or
profession",— Q- Q(R ©) L-C 12)
(@) _the profits and gains of any business or profession which was carried on by the assessee at any time
S$-a(»6) during the previous year ;

meaning [ defn of ——
X INcome

% Profilt

¥ Gan

¥ BusHnes

X profegton:

oy Detn of income [Sec- acaud)]
coNeved in. batric concepiR.

b) Dedn of BUBne [ Sec (12)]

Tyade
commerce
BuEness > Manufactute
(includegy
adventure

Cot)
any concern N the natuse of

Trade, commerce | manu-faciure .

(1) Trade = Buying + selling on vepetrtive ba&s
{of good)
(1) Commerce= AnyYy Other commercial activity
Nnot being a tsade.
X Banking % Insusance

* Trangporstation % other SerVid.
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(1) mMmanufacture =

i Name
T/ o R N T i N N VL O/P D‘H |d€f\'ﬁ'\y
{Proce SR \l/ value .
gell
ot
(V) Adventuye = lLolated + spovadic achtivity
without expenence.
MY A = AdVeyrrure v~
<C-‘ A ‘ Real eatat, Dealer
practice / No' {1 mroperty)
(Ro Y20 EXPENEN Lo |
* A | |
Adventure —  Buy==l¢r gell=F 3¢y
\ S w,
Poftt= 2 e
Ph'eP
¢ Profession [ 8ec (36D
Profe#1on includer Vocahon
® ChA K CMA K Hh3holeger
% CS % Aychitecht ¥ Water drvinex=w
X Eng @-%- DOCIDY * Sooth cayex
ete . ¥ Pnedik + Preache k.
K Beggax
ete.

4 of 46



d- PrwoHE vic-a —vi< GQain

b J
Paofct Ghain
J J
% Accouvnted for +* Non— intended
% Intended X4 Surplul made.

% calcvlated

% INVOINes Pprocedures,
policieg, a &&umptiong
L edhmates.

e. Significance of (coymed on ......

Sl4d — H-0: mombal

~ CHotel)

loyal + comm ifted
CUulkiomey basge

N2

highly veputed

NJ N%

H De | hi \ /Hgde“o’qbad Hy

H2. | Chennat Frenchigee Bengalury  Hg

3 Kocht / Vigakhapaimam Ire

| Fleex made geood businesk = @roH<is |

conclugion . Nk N
=+ I Nel T?TD"H’\'S eavned <+ Se\+
ownerghip by H|—He a¥e doted yA */.

in theww hand& only ax
bugnes i actually { gincliay hotelk (P) Lid

corried on by ghg 44 Vi c1T)



£. Significance 6f ¢ py +the aKReKee -

Clud
oo N
% N N N%
o\ Pre — inc =P Pa_ P3
contsack | vegn |
N name of N}
propoLed Co C-O-| = 11104
C g - 1St em= 1y 10-aY
Capproved all P-1' Q)
Sommoy of
Pmrlﬁfl’s
A\ /g \l/
Bu&Hresk i< = Pye-inc Post—1nc
cowped oN <G
N name of | 3-8y — 20-9-RY oy — 31'3 &S
1 ON bOTN $ N
principal” T 1oL 2 30L
\% J
N} J \) J
cu Py P2 Pa cud P P Pa
X v v X

conclugon:

Tt wag held that pfR 7velatred o PP (8

daxed not in The hands of cHd ag Section

R3CL) vLed the wosM by the gee- -
{city miile dis butox  vis Iy (SeD
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3 SignifHcance of 'at any +ime duzing PY-

Coxre — 1. M7 B

C Lawoyer)

N%

good pyactice

for 30 yeax

+

DiL cO N NUed the

Profe £ 0N dur g

PY &3-a 4

{tee due = 100 L)

N PYRY—RLC

N2

~ client? made due

PyYts

N2

TELCLONeved

= I |ooL

cConclusa on:

The wecovered Suom of = |ooL i€ not taxabl

Olt PO EBP but O[H IFog Ol Fb

Tig i€ Ko be cause . o charge Ul PO B,

there Should be a bUtine ~hat i< cowsied on

atteast for a day duzrning the £ y.
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Case — "

vV Uid
Cco engaged in (Bince bugnex
manf- of cotton only gugpended))
rextile) v’ >,
NY PGLBP | FOS
Hea & big financial T T
Oemand problem — which (g |
< tem poYory In Nature leare
Shut —down + Tent=l
point 4o Ovevrcome the difficuty, /N
it |leased out| HE premise
+ machineay
NZ
TO another perl{on on

lyeay \€ase agreement

Vilkyam coTton millg e Vg c1T)
vnivergal plact Wd vl 1T

maintain  workess + em ployeeg on oly

XK 7O
X TO UVLe machinezy for Year
% To pay uvnauvodidable fixed cogi
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&.

Sommany analyss on  Charging gection

Clawge 1l : Compengahong on varous hinds
J \%
(a + b) () (d+e)
U J J
compengation compengahon com pengathion
for oK of ‘o ZQote gelling veceived
of-fice of any agems on alc of- fsom hovt for
mb ofan Indian J veating the
Co [ othesthan N/ Co) N% Pro perty +
Indian co. Termination modification compengg
of T4C —tion Fov
h ~ ~  4evmination|
of agency. modn of Tz
4 A of any ent -
clawe 1]l - 2mport ex Port benefis
J N2 N/ \%
cad (b) &) Cd +e)
POt on Caxh agidiemee  Dyty Profit on t'r
Lale of Teceived on dyaquw of
Import alc of expor® back |
licence N cor) N
DEPR DF RC
clauwge 11\ (Past-2):

Any income eavrned by any agociahon Wt
Specific fervicel Performed —o 1€ membex.

claure IV CAmendment w-e-F+ 1§ 3y)

¥Value of any benefit Cor) Ppevqyuicit:

¥ Friging fsom BJP-

* which i< 7veceived elthey In coiu/ in Icind/
partly both. ( Whether conveytible/not)
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Claure V. RecCelPtS by pagmex

Receipts in the natuve of
— P deduchon

Intreved & 1 ¢ allowed o | TaXxabvte o
ga\owy rm SCRALS
BOonuA

commi §54 on Tt dedvuction ' Not foxable
remoneyation ¢ digallowed To Prinzs.

— 4o f¥m OI< GoCb)

clake (NVa)d . Non — compete agreemenis

PNy sum veceived +of

N
N N
Not casyying out Not Sharsing
o 1
any activity wyt: Knowhow, patnt,
2/ P copy zightg, fsade

Mar s, licenceg,
fsanchice w-rt B[P

ClauAae V.
ANy amount vecelNed oNn KM (P-

claure Vo
FMy of Shock = Bushinesk income, f Lhele ig
converted {yvrio Capitsl agket:
(Reder £ 43ch>

clauie V1.

Sum veceiNed Claxlh/ikind) O©Nn alc of degtsouchon,
demolition / t\v of CA VI8 3LAD on Which full
dedvetion € availed-
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3 .

(‘\"

Income ffom PGBP — How computred ) CLec - 21)

Tncome U/d PG BP ghall be computed @ ith
In acco¥dance with Lectiong 20 1o §3D.

Fovymat ol POVB P

Pasthculase AMount()
Net profit ar pey PLalc X X X
CAR Pey BoOIL)

() Expengeg ghown in Mlale but not| x x X
allo wed

() EBxpences nNot Shown in P4lale but | (X X XD
o be Shown

) (hcomer nhot Shown in Pe Lalc but X X X
© be ghown

(= Incomet Shown in PLlale but not (X X X)
Yo be L£hown

= nNebt profit Ol PaBP XX X

Dedvchong allowable on ullding CS-30)

Psemigeg Premigeg
occopled +vged occupied +uged

ok a tenant

ald O OwNey

N L
N 2N 2N 2 N Voo v«

Rent Rareg ToX Repaiss |Rent Rarey ToxX Repaiss

v’ N v~ v’ > v v v
\4
TNng&urance N |;
“ Insprance

% only courvent vepai 2t Cnot keing
Capex i& allowed)
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NoO 4.

¥ Dedvction & allowed only ‘o that alke who
VeE the premigeg Hoy purpoge of B/P.
{ownerchip (& not the crHteviad

m “
X out Y = vging ot hig

Cowner BUS NEL
of = Dedn UVls 20
butlding) 1€ allowable
4o Y and not
)(.

% Significance of wosdR ‘for puxpote of -----°
T avall dedn VIS 30, it i not zewuited
that [emig&es murt be ULed achvely in
the PY. It £ enovgh It we can prove
that It 1€ held for PLTpoge of ULING in
B|P-

conclu & on
Rent, e paizt, rates, fax ¢ insurance (8 allowed
at a dedovction
|

N Cot) J J

T+ premiges T premiges I+ premigeg

1€ veed through g uged +oy & lcept

the year part of Py vacant
— R S

But puzpole of premices
c o vee Hy BIP
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X Payment of ayvean of vent of previouk
tfenant — Allowed ax a deducton Ul 307
T aee Talex premilel on went £ agreek
to  pay axrvears of fwevlowk tenant, that
arvyea) paid ¢ 'not dec\:ll/uaﬁble'.
Section 30 VLes the words ‘oOccupied by

the alee -----

(1T vls Mahargjadhirgja Kameghwar Singh

of Dar bhanga)>

)

% Rent payable by firm to 18 parmer
— Dedvctible vlg 302

Voo N
Pov of Fism POV of parner
pedueh ble V(g \Nncome vecelved
30. at sent L faxagble
CHeastie v Veiteh<

C_o>
N J
Ol H IFHP Ut PoHBP
ok £-3a F|W £ not Olw
g3 [FHP
<{Heoutie Vi { Ragiklal Balg
Veiteh « Co) bhalv|s C1T)
Gy ket
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Repaizé 4 insugonce ©N Plant, machiney £
fusniture CSec-31)

Dedvctionk ave allowed (+ following conditiong

arve Langfied:

Cl: Thexe muit be a Plant Cor) machinezy
Cor) furniture.

Car: Veed Aoy purposer of BIP of plee.

C3: Repain Cnot in the nature of capex) cor)
InSurance & pald-

Result: Amount actually paid = Deductible
Vig 21 Aoy
tenant /vLer

| “ ) ot the P/m|F
even i+ payment & made by the ownesy,

tenant who actually Vel @ for purpage
of BlP will get benefit of deduction)
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Deprseciofion C £ 38 TIW £ 43)

concepik 1o be Covered

X meaning of depseciation

¥ conditiong to claim depreciation

% ownership vigs-a-vig depreciahon

% bepweciation vis—a-vig fractional
owyNeyship

% Active vLe v Pagsive vie of akeek

% Agketr ayualified for depreciaton:

¥ Method of depreciation

X Rater of Depn-.

¥ Blocle of asketR

% AcCtual cost

% wAHeN down value (WDV)

% A dditional depn

¥ Balancing charge

* Capital gain Vvig- a—-VisS depreciable ageis.

%* Onabgos bed depreciation.
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6a. Mmeaning of depreciahom
¥ Qechon/thic Act haven't defined the +erm
' de pre ciation'.
¥ thwever, mldng 18 general meaning, it ig
ugually
— lo¢s Cor) decline in value
— which occur gradually evey vieful life
of matenal thing
— caused due o phylical wear £ t=ar and
— which cannot be 7etfoved by curvent
TepalX and mMaintanance .

6b- CondifionrL to claim cdepveciation

cnd Content

\ Aet must be owhed by Alke.
2} veed for purpoles of B|P.

2 It muct be used dunng zelevant py
4 Depn £ allouwdable on both Jangible
+ inkngible agLer.

e ownerghip vis-—a—Vig Depreciation

% In ordey ~o claim depreciation, ace hag
40 chow ~hat the agket (¢ either wholly
cor) partylin care of co—eownerchip) ownd
by him.

¥ 1t i€ only the owney who can claim depn.

* Regictered ownerghlp (g [ hot|reayuived-
Exclulive posgescion mightd and fullcontep)
ovey agkeiR 1€ Mmandaomy-
{Mycore minevals v|< C1T
{varanag Auto Calis g vl cIT)

XDepn i care of |eage—hold asLet
* In case of opng leage: le&kor = depn
N Care of finance leage' leflec= de pn
CInduamal Finance corpn vis CLTY

{1e D LGEoRle 1T




- IF legtee Incurred capital expendituve
on akel |eased, expln—1 to £ 3&) geK
affyacted-

Explanation 1.—Where the business or profession of the assessee is carried on in a building not
owned by him but in respect of which the assessee holds a lease or other right of occupancy and
any capital expenditure is incurred by the assessee for the purposes of the business or profession on
the construction of any structure or doing of any work in or in relation to, and by way of
renovation or extension of, or improvement to, the building, then, the provisions of this clause shall
apply as if the said structure or work is a building owned by the assessee.

-hence, o +he extenl™ of thal—Ccapex,
lestee  wlll be tveated o& owner and
depn & claimed accordingly:

The. wWoOTAL Uled ave (& ncurved by -
and thevefore, only what g incurred
by alee ave allowed. Any capex iNCuTed
by leior, laky Ye-imburied by legee
donot atfsact benefit oOf expmn—I:

X Depn In cate of Wre - purychate agel
In care ot HP, the Hiver & enfitled
‘o Claim depreciahon of aeik hived +

Ued fov purpocer of B[P movided —
% 1P agweement cClcarly £how that et
long @& hive paymeni aze Mmade, hirey
has ONiINterrUPted POKLesKioN OVer aget:
% Celley eventually looges Ahe -tile over
the aket on pyt of (@t inctalment
{CIT vig General indughieg corpn Uid>
{C1T VNI& Nagpur Golden Tangpost i)
{ kaveemji(P) Lid viIs [TOD
{NLEL Finance 4d vy|s ¢ T>
- Thug, Thi€ goct againt generval @i Nnciple
that a hisey becomer owney vpon vhe
payment of 1agt instaiment-
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6d- Depreciation in case of fachional owneship
* A% pPes fecton 3&(), The wovdk vLed
ate
' owned , wholly Cor) PARTLY -......
% Thevedore , H owneyShip & frachonal, then
deprectation (& aléo allowed on fractiona)

ba #8-

6e - Aefive vge viIs Passmve Ve
¥ Sec- 30D emphasnizet on | veed ~for
the purpoter of BIP...... There fore,
the Afollowing Points are worth noting.
- The word 'Uied' Mmwt be understood
in a wider Cenge 4o Cover 'teadyto
Uee' aleo.
{C\T V& qeotech conshueton co>

defective + non~functional a&eR,
Povided it waxr purchagzed bonadfide
by the owney.

CCITVIS % chamundes war SugasCotis)
Deprveciation can be claimed alto on
those astetc which arve lcept (dle
by dovce | non—occorence of event to
Use Ceq'. FHre extinguither, Spore poA)
{rydel consmuctiong L vie C\Tp
De preciaion can be claimed cven |+
aget (¢ put for Mwall zun Since, It
g In welation 4o B[P of Hlee.
CAghima Syndax Hd vls 1T

CCIT v[e Union cat bide 6>

{ Aurofood e vIs 1T

{ mentha « Mlied foode (4 VI C1TY

£ Jeypove Cugax Ud Y| c (T
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6t- Agers ajvalifying for depreciation

N NG
Tanj/\b\e NN g) ble
V2N J \ J
Bollding machinedy Plant | know ~how Patenms
J J \)
FusnNlTuse TN C_opgf—'ziqh-\s-
\)

Licence Franchise
{hood will not incl)

6g- method of depreciation

N
J J
\n cage 6f 0 (N any othey Case
company engaged J
N genexation/dlist w DV BAagg
of Ppowey
\J o IR - IS imn
SLm asns WDV Rates AMOUNt
of X In = entttedas
Son  uer aepn o
L N 3R
LI DV Block
N of

SeC 3(b) O gLets

Lec - -201)
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6h- Rates of depreciahon ag pey Rule <(1D

| PART A

TANGIBLE ASSETS

Furniture and Fittings

| Buildings
Block 1. |Buildings which are used mainly for residential| 5%
purposes except hotels and boarding houses
Block 2. | Buildings which are not used mainly for residential purposes| 10%
and not covered by Block (1) above and (3) below
Block 3. |Buildings acquired on or after 1°* September, 2002 for| 40%
installing machinery and plant forming part of water
supply project or water treatment system and which is
put to use for the purpose of business of providing
infrastructure facilities
Block 4. | Purely temporary erections such as wooden structures 40%
v Ships
Block 1. | Ocean-going ships 20%
Block 2. | Vessels ordinarily operating on inland waters not| 20%
covered by Block (3) below
Block 3. | Speed boats operating on inland water 20%
PART B INTANGIBLE ASSETS
Know-how, patents, copyrights, trademarks, licences, franchises or| 25%

any other business or commercial rights of similar nature, not
being goodwill of a business or profession
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Block 1. |Furniture and fittings including electrical fittings| 10%
[“Electrical fittings” include electrical wiring, switches,
sockets, other fittings and fans, etc.]

] Plant & Machinery
Block 1. |Motor cars other than those used in a business of| 30%
running them on hire, acquired during the period from
23.8.2019 to 31.03.2020 and put to use on or before
31.03.2020
Block 2. | Motor cars other than those used in a business of running | 15%
them on hire, acquired or put to use on or after 1-4-1990
[Other than motor cars mentioned in Block 1 above]
Block 3. |Motors buses, motor lorries, motor taxis used in a| 45%
business of running them on hire, acquired during the
period from 23.8.2019 to 31.03.2020 and put to use on or
before 31.03.2020
Block 4. | Motors buses, motor lorries, motor taxis used in the| 30%
business of running them on hire [Other than mentioned
in Block 3 above]
Block 5. | Moulds used in rubber and plastic goods factories 30%
Block 6. | Aeroplanes, Aeroengines 40%
Block 7. | Specified air pollution control equipments, water| 40%
pollution control equipments, solid waste control
equipment and solid waste recycling and resource
recovery systems
Block 8. |Plant & Machinery used in semi-conductor industry | 30%
covering all Integrated Circuits (ICs) (other than
mentioned in Block 7 Above)
Block 9. | Life-saving medical equipment 40%
Block 10. | Machinery and plant, acquired and installed on or after| 40%
the 1% September, 2002 in a water supply project or a
water treatment system and which is put to use for the
purpose of business of providing infrastructure facility
Block 11. | Containers made of glass or plastic used as re-fills 40%
Block 12 | Energy Saving Devices (as specified) 40%
Block 13. |Renewable Energy Saving Devices (as specified)| 40%
including the devices specified in (i) to (iii) below
(i) Electrically operated vehicles including battery| 40%
powered or fuel-cell powered vehicles

(ii) Windmills and any specially designed devices which | 40%
run on windmills installed on or after 1.4.2014

(iii) Any special devices including electric generators and | 40%
pumps running on wind energy installed on or after
1.4.2014

Block 14. | Windmills and any specially designed devices running| 15%
on windmills installed on or before 31.3.2014 and any
special devices including electric generators and pumps
running on wind energy installed on or before 31.3.2014

Block 15. | Computers including computer software 40%

Block 16. |Books (annual publications or other than annual| 40%
publications) owned by assessees carrying on a
profession

Block 17. |Books owned by assessees carrying on business in| 40%
running lending libraries

Block 18. | Plant & machinery (General rate) 15%




61 Rlock of Askei [Cec QCIND]

Block of akeR
N

meansg

NG
a group of aKek

Voo Ce, M P F)
H=lling_so tthin the <’I‘angib\c

game [cla¥ of aker
NY Intangible

IN wegpect of which (b categories)

gome pevcentaqge ot

depreciation iS prescy bed

8- Actual cogt — Bag&c analyng € 4300 +and

oo vi &p|
Pasticu lazs Amt ()
Actual colt incurred by Alee X X X

(—) Povtion of co¢t met by other peton| (X X X)
CoT) authonty

() Incidental e xpenges® XX X
TO4al = Aetual cott VIS U2 LD 7w XX X
Lec- 3
% Dig-allowance of incidental expenceg
T — 3
Paid by spcd paid in ca#h/other
M 0des modes
Actual expendriure NE )
Incurred =allowed £ T 10,000 > T10,000
K Spcd modes J ( t© one peygon
* Ale plee Choy Actual exp + oneday +<)
% Alc plee PD - N/

¥ EcS/e—-mode allowed Enfive expenditure
Allowq ble (odbieafl 4fided. neot allowed Cadded)



6Kk. Writen down value £2-43(s)]
WDV For an A'Y will be determined as

onadey ——
Step Detal 1¢
% stmilac |- Tdenhfy the depreciated value &FblocK*
o R | Actual cost of akerk acquired in Py
6pg Bal Ct=lling in the same block)

in alc. 3 | Total () +(2) = Grost value /&rogs blok
4 |2 money weccived Cincl gcrap) in vepect
of any axet in block vpon sale,

demo ([tion ete.

—_—

LDV of Boa

for the A Y.

Note. gale vale/Receipt CL4) v/E Gzoge \alue (S3)
\l{ i N% i N%
Situghon —1 gltughiom—a gltughon—3
\I/ A4 \l/

SV £ @V SV =GV gV > hY
\l/ NV \]/
Bal = WDV X% Bal = WDV X% N%
= NIL Up > @V
VAN
Adj to &V STCH
NIL
NOte! .
I Cale value £ 2 Cn = £-Cn — incidental expg

{C1T vls €s3ar shipping Lid)
{1 T NS Hindustan motoxk (16

R Sale n £ FMV & €DV = Actual Laleln (Neb)
{C\T vl¢ Cable corpn of INdia thet >
{composifes India CP) 9 v[s CIT) A0AY
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3. | agket i€ demolighed but hot Cold hen
the Teauldant will be gCyapuvalue - Hence, 11
exap i€ Con%idm’ed/ ale value cannot be

CONK desed ANd Vi e versa-

T\us fsation | -
On April 1, 2024, depreciated value of a block of asset (rate of
depreciation: 15%) is ¥ 80,000. It consists of Plants A & B. The assessee
purchases plant C (rate of depreciation: 15%) on December 28, 2024 for
% 30,000 and sells Plant A on May 3, 2024 for X 1,80,000. In this case on

Calc the depn + Depveciated value for yeaxy

ended a0as-
Soluhon:
Pashcula Anount ()
Depreciated value of Bop CP-B1B) | 2p,000
O Aetual con acayvived (P-¢) 30,000
hvyor block CP— AABRYO 110,000
(=) money vecd on Sale (P-A) Cl;10,000)
WDV AL on 3l1]3]as B

* 8ince the WDV & NIL, for that PY no depn

can be claimed
%1F Grvo¥ Ualue of block £ meoney zecd on Cale

the amount In exeer of OGrok value (L teaied
at '8Tch' and dexable VIR Capital gaing.

Tuwtrahion &
X Ltd. owns two plants — Plant A & Plant B — on April 1, 2024 (rate of

depreciation: 15%, depreciated value on April 1, 2024: ¥ 2,37,000), the
company purchases Plant C on May 31, 2024 for 2 20,000 and sells Plant
A (on April 10, 2024), Plant B (on December 12, 2028) and Plant C (on
March 1, 2025) for X 10,000, X 15,000 and X 24,000 respectively.

Loluhon:

Fadig. Date of purchage Date of Sale
Ay 2y 10y |2y
B Y4 ]y R[]y
c: >dllslay ol 3]s
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Pathicula Amount ()

Depreciated value of eop (P-A+BR) | &;3%F,000
GO Aetual con acquived (P-¢) RO, 000
hvrox block (P— AR Q $#,/000
(=) money vecd on Sale (P-A) € 4Q, 006)
WDV AL on 31]3]as R O& OO0

DEPN = Cla'\meo} ance Block ceage o exist -
CThough therve 12 A value)-

L. [F aket 1€ put +to vee Hor (ekthan %o
dawk in year of acan:
Cl. AKet (i€ acavived dunng PY.
CR. That g put do uge for < lgodayk in
that PY (PY of acan)
Regult: Depn canmnot be claimed @ actual ¥ate
but ig-clamed @ £o% of actual sate.

T ustsation

Dare of purschagte Datc of put 1o UVLe
lo]<)agk 1o]1]as
(R0RY~AL) (RoaYy~ ’S)

Since, PAet & Pput fouke bor £ [&oday ID
Py of ocayn, depn for that Yeow ¢ L0V of
aACtual Tate e L0% X1 = F+S0%.

TN sahon . (Answered)

Y Ltd. purchases a plant (rate of depreciation: 15 percent) on May 10,
2024. It is put to use on January 10, 2026. In this case, the plant is
acquired during 2024-25 and in the year 2024-25 it is not put to use at
all. Therefore, for the previous year 2024-25 no depreciation is available.
It is put to use in the previous year 2025-26. For the previous year 2025-
26, the usual depreciation will be available, as the asset is not acquired
during 2025-26, although it is put to use for less than 180 days.
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T UL tsanon >

X Ltd. owns two buildings A and B on April 1, 2024 (rate of depreciation):
10 percent, depreciated value: ¥ 14,15,700). It purchases on December
1, 2024 building C for X 3,10,000 (rate of depreciation: 10 percent) and
sells building A during the previous year 2024-25 (say on January 10,
2025) for X 8,70,000, then depreciation for the previous year 2024-25

shall be determined as under: )
Depreciated value of the block (i.e. building A and B) on April | 14,15,700
1, 2024

Add: Cost of building C (purchased on December 1, 2024) 3,10,000
Total 17,25,700
Less: Sale proceeds of building A 8,70,000
Written down value of the block 8,555,700
Depreciation (as building C is purchased in the year 2024-25 70,070
and it is put to use for less than 180 days, depreciation on %

3,10,000 will be 50% of 10% of X 3,10,000 and on the

remaining amount depreciation will be 10% of (X 8,555,700 — X

3,10,000)]

Depreciated value of the block on April 1, 2025 7,85,630

T lsation 4.

The depreciated value of a block of assets (consisting of Plants A & B)
(rate of depreciation 30%) owned by a trading company is ¥ 1,17,000 on
April 1, 2024 [Plant A: X 1,00,000 + Plant B: X 17,000]. The following

information is available:

Asset Rate of Date of When it is put to Actual
depreciation (%) purchase use cost (3)
Plant C 30 March 10, 2024 | April 10, 2024 20,000
Plant D 30 March 1, 2024 | December 3, 2024 30,000
Mareh
Plant E 30 6, 2024 | May 6, 2024 40,000
Plant F 30 May 15, 2024 January 2, 2025 60,000
Plant G 30 June 6, 2024 April 6, 2025 80,000

Plant A is sold on August 16, 2024 for X 86,000. Depreciation shall be

determined as under the previous year 2024-25:
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em. Actual cogtindifferent cageg Cexpln — <-4 3CD)
6MCT). AKRet uged in Sciendific veseayCh

Actual Colt = Actual cost  pedochor
CBugnesR) of- aget vls 3

cndll Aket & veed AHfor SR

cnda: Axekl ceased o be Vged for SR areron
cndz2: kel 1R veed N pusnesk-

Reavit:ACc = AC— bed Ul 3§

T \uws tsation:
X purchased plant on &alyleox

Cbedn claimed @ (00%)
X ghifted that a&et 4o -fxcrowy
on WU &y

Calcvlate agiual Cogt fo claim depreciation.
goluhon: ushiks

Actual catt = Actual cost — Pedn VIS ¢
@ acqyn
p— % 80/000 — ?8’0/000

= ?80{'000 :

—

Hence , no depn can be claimed.

6™ (IT). Actual cost Lpon convesyHon of

g€ocK —in— trade iNto Capita] a&ete
Actual cost FmV of that akel-

ot CH = on the date of conversion

EM(TITL). AKers acavived by way of IRt
Co¥) inhenance .

Actual Coctt — Actual CerE pepn allowable
o Alee 1o previown — o Alee on that
oW Ney a sset Independently
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Note

* FmV 2 not welevant.

X Giftt Cor) Gwant inN cakh (& not congdered

¥ AKers digtributed on account of Pashtion
of #HUF deonot amount ‘o gift/ iInhentance.
(1T vig PN- ItMehna lyery

TUuwAtration:

hlee = M7 X
Pgsels ax on  ([y]22 (A, BLc) @D IS%

Detallh of +xXne i« ag Onderx: z
Dep value of Block CA; 24C) — Y [22 © |;85,000
& cottt of Plant D— PTU- I[\M[22 © [,00,000
= Cale value oF Plant A (&—23) . C1,Q%;000)
WDV On 3|[3]23 !  S&000
& Depn — *AR-83 (- X S8 000 ; (435D
WDV OoNn 31[3)R3 (B, Cr DD ! £3,6b50
G> Depn fox AB-AY : (€pu?¥)
Depd value of blocle ClUY]| ay) LS 60)

Plant D & gifted by X o hig fend Y on
Dec ap, 2084 (FMV = X 86,000)

Defails of Y

Uylry = Plant L+m CDep@ |\ %)

Depd vatue of block ([ylry @ T90,000
Plant ‘D) was PTU on game day -

Required
Depreciation in handd of x&y for Q¢-ax

PY-
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Solution:

a. Depn in cage of X =3
Depd value of block Cly]2y) G < 60a

O Aetual cost of akerk acoyvived —

) Cale roceedt (Gift== cale) —
WDV aX on 33l3]ag

L 608
CHbepn= F YL 60aXIs% (6/& ¢0)
clg. wbV Coepd value [y]as) 38, #63
b- Depn In Ccage of Y =
bepd value a) on Iyl 2 9p, 000
@& Aetual cast of axelt acay”® $8) 62

(> Sale proceedu —
O Value |68 6QS

= Depn(940,000 X 15% + T8 6a< XFX%) (19,39%)
WDV ag on  3|[3]As

) §RE

% Calc of actual cost 2z
Actual cost of Plant —D = ;06,000
) pepn for Q-2 @ % = (F, <O0)
WDV ar on *AR-3 (31]3[/ax) = 49, £00
(—~ Depn for &3-aYy@ IS% = (138%)
WDhY at on 31)3|ay =  H#g 6_&S
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e6m (V) Arctual cost in cage of Second
hand a&Ket
- Conditionk o be Safigfied:
o Axet 1& wWed by mwevioul bwner —for
hig BIP:
b- Qudh AKLT g acpvLired by the Hlee
dufﬁng the PY for hig BpP-

& What I cndk are Lahgfied )

\}
J
| H\I(o. donoft ob\ject lF AO- oqjecfs
N N
Actual cost = Aetual Tt A O I8 Safigfied that
cost of acqn (S congidesed at an
a.capyn enhanced cest just to inc

by plee  4he depn value ang therby
foom the  weduce <the 4=t lfability, he
previoud  may {n conguldrtion with

o wWnNey. J°C, con&der guah value

as pey civcum gigncet Of
T \uk tyation : the case-
Xt © Plant A+ B (Depn @ | <$%)
Depd Value of block Clyl2y) : T 6,112,000
Trancfer of Plant 1o ¢ 1id ;. F 3,50,000
Con Sep o, 03u) CFMV@

T 20,000)

Yud © Plant m+N Cpepn @1<°4) @ F |15 000
pepd Value ot block Cly)>4)

Plant B (g put to vie on &2y

Plant m {¢ <Lold dor T &(£000 on a[3[aS.
Reqyvived

calc Depn for HAY AL for X&Y if /O
object + donot object -
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Soluhion: _
A- Calc of depreciation + depreciated value

‘or X 44

Pasticula=® Amouvnt (F)
|- Depd value of block ©) 1,000
Clylry)

R: () Attual Cost of a ek ag) —

2 wsk block 6|1 RO600
4 & Sale rroceedk (3, £O,000)
S wbV as at 2l3]as R/ 68,000
6 Depn ON WDV @ 1<% (39, 200)
- Depd value @ 4]rs & 8K Foo

B-Calc of depveciotion + depreciated value
for Yt

Pasticulax . | Ao donot Ao
obyect ohjects
Depd value @ |||y | LS ©00 | 1S;000
&) Ackual Cosl ot acyy
of- nd hand machine | 3,850,000 90,000
GQrox block 4, bY, 000 R(OS,000
) Lale moceeds on (R4 s,000) | ({05, 000)
Plant — m - (2] 2] L)
WPV a& on 3l 3]s R R0, ©00 -
&> Depn @ \S%o X SO% L6, Soo) -
pepd value of block )03, SO0 —
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LMV Aetual cogt in cage of ve—acawn of

tsangfervred) askeds

a conditiong

end content
|- Alce ownk an aKet In +he past:
o) Such aget i uwsed ~for the purpoge of
BIP.
oY He Ceared o be tThe owner of that
aket by weason of tronseter Cord
Otherwce -
g Qame oKet (¢ we— acaqyvived by the
Plee .
b Reault

Actual Cost of agel Te-acayuired

() Actual Cott 4+o Alee when X X X
¢ KRt acgyvived
) Depn allowa ble on guch (XX X)
AKEL

Net actual Cost & %O

(OR)

(1) Cost at which tt & veacquired
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em_Cvi) ntevest on capital bovrowed -for the
acqn of aget
Cexpln viit)

| Tniegett | DInteveat

| & Actual colt | £ & Actual cost
Dae of Date of
acqn ¥ put
‘o uge

em (vi{l) Pergonal building tangformed into
Bosnegk aKLet

o condihong

cnd content
- Alee owng a bullding — Veed otherthan
for B[P
Q- Latery converted into Bugne awet.
3 cet 12 put o Uke in any PY
b Reault

Actual cost of bullding

Attual cost to alee on date of acan = XXX
=) Depn allowable ai © aKet ig put to = CxxX)

use from dhe inception

Attual cost fory the purpocef of 832 = XXX

NO el !

#* wWhile congidering the war of depreciation,
for entive pevied, It ghould be wate ason
date on which aget cbutlding) is PTUL:

% Explanation appliex only o buklding.

* convevxion chould be af a. Businex agget Not
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6N Additional depreciation

o condihong

cand content

§ Plee & engaged in the buginek of
manu-factunng Cosd) production of
any avticle/ thing| gen+tn of power.

QL Alee acquited a 'NEW P/M' 4+ (ingtalled
Ffotr the purvpolet of BUKINeK.

> The following Casex donot claim addl
depn:

* Plm e weed Cbedore ingitllat on)
by any other peyion.

% Tt Lhould nNot ke uLed or oftice
Wg_mlge&[ rvessdential accomodathon Cor)
guedAt houge.

% OFFice appliances + Noad #tsang port
Vehiclex

* Such Plm _is not a ship] mMycratt-

b- Amount of addl depn:

Ingtallafion made Tnstallation made in
N bacl ward aveas any other azeq
of AP T, WB, Blhay €
K% of Petual Qo of Actual
Cost cogt

K S0% Of Noymal sate N Ccase jt & PTU <180 days-
Note:

% No A'D on otherthan Plm-

% No A'D on Lecond hand axelk-

% NO A'D on int=avgibles.

¥ Addl depn @ gjven in addition o normaldepn
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TVWuaryation -

Rlee = X U, Activity = Manufacture Of Com puter
hard ware

Defaile  of block

PaxtHculax Block- | | Block-R | Block~3
Rate of depn | X% 30% 60%
No- Of - akeil | |2 =
Depd - value | 8,000,000 ]S,00,000| £,00,000
Additions (New) £5,00,000|  4,00,000|I5,00,000
Sale Cold) 8,00,000 |R & 70,000 |4&,00; 000
othey info.

Plants A(B,C are acavived dumNg may Yy
and Put 1o ugte durmng LeplRroay- Howeuver,

Plant B wasr put 4o uLe own masch &M‘Qu
find out:

ad) Depn
) Add] clepn

grepl. Cale OF additional depweciahon

Planis
Pasticulax A B C
claim of AD? Yes des Yer
Rate of AD ! Q0% 0% | ot

Aetual Codt T $Hr00,000 | 2 ,00,000| T 15700,000
Addihona) depn |3 111 40,000 | ¥ 40,000 [ ¥ 340,000
(ZSHLXR0%)| (TELX10%) | (T 1HLX0%)

¥ I+ ager i¢ pub 4o use —ovr L1&odays depn

allowable i< ]y of +he actual wate.
C D\Opfo I l/l_} = V0%
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of noymal depn

Step ' Calce
_ 2
Pas Hiculax Block | Block Block 3
Rate of depn | S% 30% 60%
opg- Depd value | |¢00,000 | RS,00,000 | £ 600,000
O Aetual cost CABIO| 00,000 | 00,000 17100000
o4k value #<,00,000 | R ], 00,000 | &x)00;000
(- Sale proceeds  |( 8 00,000) [(] & F0000) | {2,00,000)
clg wpv (Y —R’S)| 637,00,000 30,000 —
pepn CNovmal) [ 10,0€,000 (<D0 —

depn allowed duzing PY Q4—a%

Stepl: Total
<
Block Depn Addl depn TOt
T 16,05,000 | I} §©,000 |&4,ys$;000
T {4 OO 4 o; 000 4y, SO
T . — ]l 23400000 3,140,000
TOtal | 1909800 | \S, 0,000 [A5,29,S00
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1€M — T llus vahonm

A newly qualified Chartered Accountant Mr. Dhaval, commenced practice and has
acquired the following assets in his office during F.Y. 2024-25 at the cost shown

against each item. Calculate the amount of depreciation that can be claimed from

his professional income for A.Y.2025-26. Assume that all the assets were purchased

by way of account payee cheque.

St Description Date of | Date when Amount
No. acquisition  put to use ¢
1. | Computer including computer software | 27 Sept., 24 | 1 Oct.,, 24 35,000
2. | Computer UPS 2 Oct.,, 24 8 Oct., 24 8,500
3. | Computer printer 1 Oct., 24 1 Oct., 24 12,500
4. | Books (other than annual | 1 Apr., 24 1Apr., 24 13,000
publications are of ¥ 12,000)
5. | Office furniture 1 Apr., 24 1 Apr., 24 | 3,00,000
(Acquired from a practicing CA.)
6. |Laptop 26 Sep., 24 | 8 Oct., 24 43,000
Sepl: T denthfication of block + afeig
BlocK —| BloCcKk~&
Fur\]?ifm"ce Plant : Computrexk
Rate | |10% Ratre : 4Wo%

Stepr: Rate of depn allowable

Pat ficulas PTU>1goday | Rate allowed
Furnituse Yex | 0%
Computer Jes (123) Yo%
VPSS NO &O"/D
ool el Yo%

PT\ ntey ‘j% (-['Opfo
Laptop No 0%,
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Rtep3: Calc of depreciation

Particulaz Amovnt (F)
Block |1 Futniture
% Fornituse Cl1o%) 30,000

(R 3,060,000 X10%)
Blockq:. Plant

% Compute +8w CLo%) 4,000
(F 3£,000 X 4 0%)
4 OPS | oo
(R & £00 X R0%)
% Pointey £,000
(T 18,500 X 4 0%)
¥ Booky <00
(T 13,000X GO%)
¥ Laptop 8)600
(T 43,000 KRO%)
Tl depn (R4—a) 64, S0
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6'0" UnabLorbed deprzeciaton

pepn of PY

12 dedLctible
S —| from ncome

v PGBP

c-o |IF &~ (€ hot

fully dedouchble
U/t POBP It
i ded uchble

undery other heads
Cexcept IFHX)

2-3 |[IF £-Q i8 &+l
vnabsorbed, it
can be Clf-o
Sublegyvent Ay
by Same Alee-
Cindetinite yeox)y

Notes.

% No time limit fixed Hor porpote of clf of
vNnabgorbed depn, it can be cawred foruword
‘o0 ndefinite Yeax.

* Manney of Letbtoft forv dJublegyuent AYyc:

Buginess
income.

el

(= C"”‘;‘;S‘nt A Simpke Inteweation

covld be as followe:

= \-f Iin any uk< AY, there 18
O

NO UVhablforbed ( 2, Tthern

R
(= de pn
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THWwL tsatien I

2(in PY)

Por hculan

R4S

Qs-aAb

galomj

PaBP Cexcldep

Cuyyent depn
| oS8

[,00,000
| 5,000

34,000
[6,000

Q/OO/OOO

(8000
13,000
©0,000

Deteymine +sxable
inCome Aor both Ay

TUuA vaton &

Particulat [R5 RS&6
POBP (£0,000)| 4X;000

curvyent depn | 18,000| §0,000
(FOS Q0000 0,000

Deteymine +t=sxAable
INCome Aorv both Atk

(AY Soluhom o 1l kvahen — |
APmount ()
Pagticulaz$ RU—RS | Rs—A&6b
Income fsom 8alavies X 1,000,000 | R 00,000
INCcome o HP — —
Peofits +gaing of B/P — —
capital gains — -
|F o0& — —
070 K total Income |, 00,000 | &, 00,000
Note—I: PapP income
QY — S RS -Qb
Posticulax | & Z Poshcuod | = <
POBP inc |lb000 POBP inc |\g000
CyC-bepn |34 — ) Depn® 340000 —

Unabsotbed depn

—_—
—_—
p—

T 1124000 — T 6600

3 (18,000
No te—R: |Fo8 (A4—RS)
|FOd = 310,000
- VAD = (2]13,000)

| Fos Cafter €[o) =

UAD = Z[,0§,000

—

DﬁPﬁ:_ CD+0OBHD

= T1,38,000+

< 1,08,000
LAD = T 8,28, 000
( 840,000~ | §,000)

No te—&:

|Fo&
— 0AD

o

VAD =

& No glo Cor)39|ﬁ{:a@6\mt IF Q-

|Fo8 (RS -2b)

3 &0,000

—

C%Q/&Q}OOO)
| Fog Cafter €[o) =
2 iy, 000



F expenditure on Scientific vegeaych
CS-3€ ¥lw 8Sec-yl)

\)

J N%
Sec . Sec .
25C) 3 s())

N5 \)

\l/ \l/ \l/\\ .
g:33CNH ) 2350 CiY) S 2sCNGR) 225 ()0

\ N v

Revenue  cnt— Reseavych cnt ﬁ’ Capital
ex P+ agnCmain ok) exp + SR
SR +vek SR/ On\Vexsm/ + veln o
o bL&ek  college/ insm Regcl ma\n businesz
\/ Cuged fo1 SR) 1N objic | dandach
¢ d J \ndiq SR —cott >
pri oY post-  Dedn= — N%
CoOPB cop |D0% 80 Dedn = 2ame as
¢ J paid. 1007 SOM g 3 (D E)
YA mec  Genewally paid- CPre + post)
eedingthe  allowed D N
PY in which for that 2-35U)Ciil) Pedn= 100%
CoB i€done.  PY of Cape
~ —— ) 2ame ay £ 35(DC)
| 00% (except that rvesearch
of [R: EXP ghould be gocial
Science/ st=hietiag) gaience)
salowy +
Matenalk . N\ y
2 35C2 AR <-28C2AR)
N %
Alee m National N} \) N
Qepdd lab Cl Rlee=Co C2' CO=  C3! EXP
= % Onivergity manf/peed 0N SR
only fov % 1\ T of asticle/ <inhove)
SR ¥ Spcd peseon - Blo-tech  &&8)-

pedn = 100% SUM pavd) of 4Bedn — \66% of SRexp



2. othey Dedvuchioneg (CLec 36)

T. Tnsuvance premiom Cec 26CDCII)
A4

N
Sec 36CD (V) sec\baeﬁ) Ctb) cec 3 e,\cl/l Y(ib)
Alee = T P= Aee= D P=Life Aee+Ev=TFP
2tocler + Lrpveg of catHe of My = bealth of
of co-op gociety Elee 45 an
in mtlle prod aprwoved
insurer.

T, ponus (CCec 26C) (L))

N J
Bonus pald by~ ANy othey
Es to Elee/Croan. cage
Paid —ov gewvices J$
Yendeyed not N Not deductible
liev of dividend

N2

peductibl\e

—_—

. Inteveat on capit=xl borrowed
Cg 36 (1) iV

TIntexest paid = Allowed og a dedoetion |+
% Capital ¢ borrowed oy
PUB poter of B[P

® Uled for Tevenue | capex
Note. CB 1o oacay akelt

I \l/ ™ mnr
| Tn4erest L Tnterest |
| =% pedn | = pedn
Dare o Dote of-
CB P T U
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AV . Digcount on  Fewd COUPON boONdL
C8ec 36(CN Ciliad)
Yo Jas
| ProBata = 9F,$00/QC= pedn |

Date of- Date of
1geue sedem phion
?QISDO ?l,OD/OOO

| Digtoont |
29%,500

.. contsibufion towasds PF/ pengon ete

| €-36C1)
X R N o
Qi) va) V) Vo
l _a J J
'y cont g% cont ma..  Ew cont +o EYr cont fo
10 wWAaTAdL pengon gcheme  any appooved PR of the
RPF/SAF V(e % CCD g¥atuityfind amoount of
within 10 the extent cceld portion
limi+8 of 4% of towods  PF
galaoy 1L deductible
only it it
(L depPoih ted
clth in duedate
ondey Pfact.
Vi 2ad debtR

CSec 26N (Vi) |
% Baddebt® ase allowed alf a dedn 2uh)
‘o following Crdg:
I Debt Chould be congdexed in Boold.
R whole| part i ivvecCoverable.
2 Such amount 1 wWHNTen ot in the
oo
elther in e ithey oy
The B 461C DS putpoter.



% what I, debfR are sSublecyvently

Yecovered 9

—>» Chavgeable o 4at LV POBP Ol |l

ok deemed income

— 1N the Year of rweceipt

— gyen I the B2IP i& not in exXiltence.
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9 Geneyal | Ressdual dednk
(gec -2 F)

cndsa:

|- BExpenditure not deductible Uls 20-36:
R Alee = Ay perLon

3 BExpenditure = capital naturse

4 Expendituze == personal Natthe

s- Incuryed wWholly + exclugvely for B[P

PUYpOges.

Excephions:

' ANY expenges incourred on any achviiy
pohibited [ oftfenkmve at |law.

Q& ANy expenditure oN CLR UIg 13C of
Ch 2013

3- Py finez | compounding | gettHe ment teek
on ale of any offence-
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|0 Investment linked deduvctiong
I 3CTHED

I Applicable o any Alee.
R Alee sghould be engaged in gpecified

busmnesk.
2
CIWTPIH F| DB
N J \)
cold  ware Fertilicey | Bee-lcecping
Chain houge
facility  for Intand container
Stovage. Depot
J
\) J
Agricultusal Svgay
produce
N
+* Natuia) gas Tron
* Cpude o] ore
* Petzoleymol]
2 v N%
Hotele Hogo it LEING [Poy
U i
R stor 100 bede ||, J
M ote Slum Affordavle
Ye—dev o vang

3 Quantuom o+ dedvchion:

POt commencement Post — commencement
Capex = 1007 dedn CapeX = (007. bedn
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Note'.
% No dedn wrt. iNvektment N ——
« Land
¢ Good
- financial inguomentk-
% No dedn i+ onit 8 formed by <plithng
VP| Tecnt of exigting vnit
% NOo dedn (oY Uled P4m N excekr ot
% of do4al Lalue ot Pi&m |
¥ Uéed Pam can claim full dedn I+ —
It (& Imported.
Not uvced in B|P In India-
No dedn i& claymed

4 oOthey conditiong:
% Dedn allowed only H 2oA are audited
by CR + vemdfied in prek On bed mannes.
¥ AKet claiming dedn Vg 3CAD ghall
be. Leed exclugvely Aoy purpozer of
specified bu®ne ~or & Yeax beginning
fsom PY  in which aget i< acg vised:

s- Special points:
N4
NK J
AKet tlyd afte Aet Veed for othey

claiming dedn putpoces after Clamin
—qg dedn {wuthin gyx)

Deemed Income

ol PGBP Ppedn claimed LVIS3EAD XXX
= ) pepn (LSed yeax) (XXX
Sum seed on Tr Deemed (ncome Ol PHBP X XX
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