
"Business & Profession" refers to any activity carried out by an individual,
partnership, or corporation with the intention of earning a profit. It includes a
wide range of commercial, industrial, and professional activities conducted
for gain.

1. Taxable Income: Income derived from business and profession activities is
taxed under the head "Profits and Gains of Business or Profession" as per the
Income Tax Act. The taxable income is determined after deducting allowable
expenses incurred in the course of carrying out the business or profession.

2. Types of Activities: Business and profession activities can encompass various
types of endeavors, including:

● Trading and manufacturing: Buying and selling of goods,
manufacturing products, and related activities.

● Service-oriented professions: Providing professional services such as
legal, medical, engineering, consultancy, accounting, etc.

● Contracting and construction: Contracting work, construction activities,
and related services.

● Agency and commission: Acting as an agent or intermediary, earning
commission income.

● Other commercial activities: Any other commercial or industrial activity
carried out with the intention of earning a profit.

3. Income Computation: The computation of taxable income from business and
profession involves several steps:

● Gross Receipts: Total income earned from the business or profession
activities.

● Gross Profit: Gross receipts minus the cost of goods sold (in case of
trading/manufacturing) or direct expenses incurred.

● Net Profit: Gross profit minus allowable deductions such as rent,
salaries, utilities, depreciation, interest on loans, and other business
expenses.

● Taxable Income: Net profit after adjusting for any additional income or
deductions as per tax laws.

4. Deductions and Allowances: Taxpayers engaged in business and profession
activities can claim various deductions and allowances to reduce their taxable
income, including:

● Business expenses: Ordinary and necessary expenses incurred in the
course of carrying out the business or profession.

● Depreciation: Allowance for wear and tear of assets used in the
business or profession.



● Interest on business loans: Interest paid on loans taken for business
purposes.

● Bad debts: Amounts written off as irrecoverable debts related to the
business.

● Rent, salaries, and other administrative expenses.

5. Tax Filing: Taxpayers engaged in business and profession activities are
required to file their income tax returns, reporting their income, deductions,
and tax liabilities accurately. They must maintain proper accounting records
and documentation to support their income and expenses.

6. Advance Tax: Individuals and entities with business and profession income
may be required to pay advance tax in installments throughout the financial
year, based on their estimated tax liability. Failure to pay advance tax can
attract interest and penalties.

7. Tax Planning: Taxpayers can engage in tax planning strategies related to their
business and profession activities to minimize their tax liability legally. This
may include optimizing deductions, managing income recognition, structuring
transactions, and utilizing tax incentives and exemptions.

8. Tax Audit: Businesses and professionals with certain levels of turnover or
income may be subject to tax audit requirements under the Income Tax Act.
Tax audits ensure compliance with tax laws and may involve scrutiny of
accounting records, financial statements, and other relevant documents.


