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CLASSIFYING INCOME UNDER PROFITS AND GAINS OF BUSINESS OR 

PROFESSION 

In case the taxpayer is not able to find a type of income under the list above, the following 

conditions can be used to verify if an income would fall under Profits and gains of business or 

profession. According to Section 28, the following are the main clause that requires an income to 

be charged under profits and gains of business or profession: 

1. There should be a business or profession. 

2. The business or profession should have been carried on by the assessee. 

3. The business or profession should be carried on for some time during the financial year. 

4. The charge is in respect of the profits and gains of the financial year of the business or profession. 

5. The charge extends to any business or profession carried on by the assessee whether under the 

taxpayer’s own name or otherwise. 

Under Section 28, one of the main aspects on determining if an income must be classified under profits and 

gains of business or profession is that if a business was carried on by the assessee at any time during the 

financial year. It is, however, not necessary that the business is carried out throughout the financial year or till 

the end of the financial year. 

Other Income Classified as Profits and Gains of Business 

There are certain exceptions to the above rules. The following incomes must be classified under Profits and 

Gains of Business, even if a business was not carried on by the assessee during the previous year. 

 Recovery against any loss, expenditure or trading liability earlier allowed as a deduction. 

 Balancing charge in case of electricity companies. 

 Sale of a capital asset which was used for scientific research. 

 Recovery against bad debts. 

 Any amount which is withdrawn from a Special Reserve. 

 Receipt of discontinued business in the case of assessees who are making use of a cash system of 

accounting.. 

Other Related Guides 

Professional and Technical Services-TDS Applicabil...TDS on Professional and Technical 

Services This article provides a summary of the applicability of TDS in relation to professional and technical 

serv... 

Form 30BForm 30B - Income Tax No Objection Certificate for a person not domiciled in India under 

section 230(1) of the Income-tax Act, 1961 

Depreciation Rates under Income TaxDepreciation Rates under Income Tax Depreciation is the 

diminution in the value of an asset due to normal wear and tear and due to the passing of tim... 

Form 64BForm 64B - Income Tax Statementofincomedistributed by a business trust to be provided to the 
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unit holder under section 115 UA of the Income - taxAct... 

Specified Domestic Transactions – Form 3CEB ...Specified Domestic Transactions - Form 

3CEB Entities that undertake specified domestic transactions are required to obtain a report from a Chartered 

... 
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