Interplay between 44AA, 44AB & 44AD
As per 44AA(2)(iv)- where the provisions of sub-section (4) of section 44AD are applicable in his case and his income exceeds the maximum amount which is not chargeable to income-tax in any previous year, keep and maintain such books of account and other documents as may enable the Assessing Officer to compute his total income in accordance with the provisions of this Act:
As per 44AB(e)- carrying on the business shall, if the provisions of sub-section (4) of section 44AD are applicable in his case and his income exceeds the maximum amount which is not chargeable to income-tax in any previous year,
What is 44AD(4)?

As per 44AD(4)- Where an eligible assessee declares profit for any previous year in accordance with the provisions of this section and he declares profit for any of the five assessment years relevant to the previous year succeeding such previous year not in accordance with the provisions of sub-section (1), he shall not be eligible to claim the benefit of the provisions of this section for five assessment years subsequent to the assessment year relevant to the previous year in which the profit has not been declared in accordance with the provisions of sub-section (1).

As per 44AD(5)- Notwithstanding anything contained in the foregoing provisions of this section, an eligible assessee to whom the provisions of sub-section (4) are applicable and whose total income exceeds the maximum amount which is not chargeable to income-tax, shall be required to keep and maintain such books of account and other documents as required under sub-section (2) of section 44AA and get them audited and furnish a report of such audit as required under section 44AB.
On combined analysis of 44AA(2)(iv), 44AB(e) and 44AD(4) we can interpret that u/s 44AB(e) those assessees are required to get their books audited whose;
· Total income exceeds basic exemption limit
· Earlier assessee has declared income u/s 44AD in any of the previous year
· Even being eligible, assessee do not declare income as per sec 44AD in any of next 5 A.Ys in which he first declared income as per sec 44AD of the Act.
We will divide the study in following 4 parts
A. When business turnover is up to 1 crore
B. When business turnover is exceeding Rs.1 crore but up to Rs.2 crore
C. When business turnover exceeding Rs.2 crore but up to Rs.10 crore
D. When business turnover exceeding Rs. 10 crore





	Case
	Turnover
	Whether TI below exemption limit
	Whether cash receipts/payments up to 5% of total receipts/payments
	Whether opted for 44AD in any of the preceding year
	Rate of Profit declared
	Whether required to maintain books u/s 44AA (2)
	Whether required to get books of accounts audited

	A(a)
	Up to 1Cr
	Yes
	Irrelevant
	No
	8%
	Note-1
	No

	A(b)
	Up to 1Cr
	No
	Irrelevant
	Yes
	4%
	Yes
	Yes

	A(c)
	Up to 1Cr
	Yes
	Irrelevant
	No
	4%
	Note-1
	No

	A(d)
	Up to 1Cr
	No
	Irrelevant
	Yes, But opted out from 44AD in any of the preceding 5 years
	10%
	Yes
	Yes-44AB(e)

	A(e)
	Up to 1Cr
	Yes
	Irrelevant
	Yes
	4%
	Note-1
	No

	B(a)
	Rs.1-2 Cr
	No
	Yes
	No
	5%
	Yes
	No [proviso to 44AB(a)

	B(b)
	Rs.1-2 Cr
	Yes
	No
	Yes
	5%
	Yes
	Yes, 44AB(a)

	B(c)
	Rs.1-2 Cr
	No
	No
	Yes, But opted out from 44AD in any of the preceding 5 years
	10%
	Yes
	Yes, 44AB(e)

	B(d)
	Rs.1-2 Cr
	Yes
	No
	Irrelevant
	5%
	Yes
	Yes, 44AB(a)

	C(a)
	Rs.2-10 Cr
	Irrelevant
	Yes
	Irrelevant
	Irrelevant
	Yes
	No, Proviso to 44AB(a)

	C(b)
	Rs.2-10 Cr
	Irrelevant
	No
	Irrelevant
	Irrelevant
	Yes
	Yes, 44AB(a)

	D
	Above 10 Cr
	Irrelevant
	Irrelevant
	Irrelevant
	Irrelevant
	Irrelevant
	yes



Note-1: In case of individuals and HUF if turnover is up to Rs.25 Lacs and profits are up to Rs. 2.5 Lacs in P.Y. and for firm turnover is up to Rs.10 Lacs and profits up are to Rs.1.2 Lacs, maintenance of books is not mandatory. Otherwise, books of accounts are to be maintained

