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I 1 Income Tax - An Introduction

Income tax is levied on taxable income earned during previous year, at predefined rates, by the Central
Government asperITact1961. Income taxis an annual tax on ind@aBidian Income Tax Act (Section 4)
stipulates that in respect of the total income of the previous year of every person, income tax shall be charged
forthe corresponding assessment year at the rates laid down by the Finance Act for that assessment year.

In India, income tax was introduced for the first time in 1860 by Sir James Wilson in order to meet the losses
sustained by the government on account of the Military Mutiny of 1857. In 1886, agricultural income was
declared tax-free. FroT Act 192 2, system of assessment of tax in the assessment year on the income earned
during previous year, was introduced.

Important Definitions

1. AssesseeSec.2(7)

'Assessee'is the person responsible for paying of income tax or any other due (as interest or penalties), as
perlITAct1961. Itis not necessary that the assessee should have his own income. For example, in case of
death of a person, the legal heir (similarly in case of foreigner or mad person or child) the representative,
shall be treated as deemed assessee.

2. PersonSec.2(31)

'‘Person’ word includes Individuals, Firms, Hindu Undivided Families(HUF), Association of Persons
(AOPs), Body of Institutions (BOIs), Local Bodies (Gram Panchayat, Municipality etc.), Companies,
Artificial Jurisdictional Persons (Like God, Goddess etc.).

3. PreviousYearSec3

The yearinwhichincome is earned is known as previous year i.e. the financial year ending on 31st March
is called previous year.

4. AssessmentYear Sec2(9)

Itis the period of 12 months commencing from the 1st day of April immediately after the previous year.
For example, for the previous year ending on March 31, 2014, the Assessment year will be 2014-15 (i.e.
from April 1, 2014 to March 31, 2015). From above, it is clear that assessee himself makes self-
assessment of tax on income earned during the previous year (2013-14), and pays the tax at the end of the
previous year. The assessee files returns during the year 2014-15 and on basis of which assessing officer
makes assessment of tax during the year 2014-15.This is the reason why the year 2014-15 is called
assessment yearfor FY 2013-14.

5. GrossTotalIncome

The sum of Taxable income of all 5 sources (i.e. Salary, House Property, Business or profession, Capital
Gain & others Sources) of assessee (after adjustment of Losses & clubbing of Income) is called Gross
Total Income.

6. TotalIncome (Taxable Income) Sec.2 (45)

Total/Taxable Income is the total amount of income chargeable to tax, computed after deducting
permissible deductions under Chapter VI—Ai.e. Sections 80Ato 80U from the Gross Total Income.

__ www.abcpublication.in .
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I 72 Budget 2016- Important provisions : At a Glance

Personal Taxation

2.1 The basic exemption limit from income tax, slab and rate of income tax remains unchanged -
The rate of income tax as applicable for Individual, HUF, AOP and BOI are detailed as below:

Assessee _ Applicable for _ Applicable for
Category Fiancial year 2015-16 Fiancial year 2016-17
Assessment Year 2016 -17 Assessment Year 201 7-18
Individual/ Taxable Income up to R2,50,000 NIL |Taxable Income up to R2,50,000 NIL
HUF/ From 2,50,001 to 5,00,000 10% From 2,50,001 to 5,00,000 10%
AOP/ From 5,00,001 to 10,00,000 20%% From 5,00,001 to 10,00,000 20%
BOI Above 10,00,000 30% Above 10,00,000 30%
Taxable Income up to R3,00,000 NIL |Taxable Income up to R$,00,000 NIL
Sr citizen | From 3,00,001 to 5,00,000 10% From 3,00,001 to 5,00,000 10%
Agee;SGO From 5,00,001 to 10,00,000 20% From 5,00,001 to 10,00,000 20%
Y Above 10,00,000 30% Above 10,00,000 30%
Very Taxable Income up to R$,00,000  NIL |Taxable Income up to R$,00,000  NIL
Sr citizen | From 5,00,001 to 10,00,000 20% From 5,00,001 to 10,00,000 20%
Age >80 Y | Above 10,00,000 30% Above 10,00,000 30%

2.1 Surcharge increased for individual, HUF etc
Surcharge increased from 12% to 15% in case of individuals, HUFs, AOPs, BOls and artificial juridical
persons, having income above Rs 1crore from FY 2016-17, thereforenitend of tax payable shall be

increased by surcharge calculated at rate prescribed@asi ng-—
- Rate of Surcharge
SN Category of assessee Threshold limit for EY 15-16 for EY 16-17
Non Corporate — like if total income exceeds
1. Individual, HUF, Rs 1C T 12% 15%
AOP, BOI etc. S L
2. Partnershi_p firms, if total income exceeds$ 12% 12%
Local bedies etc. Rs. 1 Cr.
if total income exceeds o o
2 Corporate — Domestic Rs. 1 Cr. % %
' companies if total income exceeds o 0
Rs. 10 Cr. 12% 12%
if total income exceeds o o
3 Corporate —Foreign Rs. 1 Cr. 2% 2%
' companies if total income exceeds o o
Rs. 10 Cr. o% oY%

Marginal relief (if the amount of surcharge is more than the difference of amount of total income and

threshold limit, then the chargeable surcharge shall be minimum from both the amounts) is to be allowed

for surcharge calculations.

www.abcpublication.in
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2.3 NPS: Receipt from NPS shall be tax free
(i) 40% of amount received by an employee from National Pension System Trust at the time of

closure of account/opting out of scheme to be exempt. [Sec 10(12A)]
(i) Amount received by nominee on the death of the account holder under notified pension scheme
(NPS etc), shall not be taxable. [Sec. 80CCD]

2.4 NPS: Contribution to NPS from superannuation fund be tax free
Payment from superannuation fund transferred to the employee's account in a pension scheme
notified u/s 80CCD to be exempt. [Sec 10(13)]

2.5 NPS: Contributionto NPS from recognized provident fund be tax free
Payment of way of transfer of accumulated balance in a recognized provident fund to the employee's
accountin a pension scheme notified u/s 80CCD to be exempted.

[Sec. 10(12) read with schedule IV part A Rule 8]

2.6 NPS:Limitoftax free perquisites increased
From FY 16-17, exemption in respect of employer's contribution to an approved superannuation fund
(NPS etc) raised from Rs. 1lakhto Rs.1.5 Lakh. [Sec
17(2(vii)]

2.7 Gold Monetization Scheme, 2015
() Interest on deposit certificate, under Gold Monestisation Scheme, 2015 to be exempt from  tax.
[Sec. 10(15)]
(i) Deposit certificates under Gold Monestisation Scheme, 2015 not to be treated as 'capital asset' thus
after sale no capital gain tax shall be levied. [Sec.2(14)]
2.8 Sovereign Gold Bonds
(i) Redemption of Sovereign Gold Bonds held by an individual assessee not to be treated as transfer.
[Sec.47]
(i) Benefitofindexationto be allowed inrespect of transfer of Sovereign Gold Bonds. (Sec.48)
2.9 Deductiontowards intereston house loan

(i) Intereston loan for a house property (being self-occupied) to be allowed if acquired or constructed
within 5 years from the end of the financial year in which loan is taken. [Sec. 24]

(i) Deduction for interest on housing loan (up to Rs.35 Lakh) taken during financial year 16-17 for the
first residential house of value up to Rs. 50 lakh, to be allowed up to a maximum of Rs. 50,000. This
deduction is allowed in addition to the deduction of Rs.2 lakh allowed u/s 24 towards interest due
house loan. [Sec. 80EE]

2.10 Arrears of house rent received and unrealized rentreceived

(i) Arrearsofrentand unrealized rentto be taxable inthe year of receipt.

(i) 30% deduction to be allowed from the amount of arrears of rent and unrealized rent realized
subsequently. [Sec. 25A]

2.11 Limitof deduction for house rentincreased

Maximum limit of deduction towards payment of house rent increased from Rs.2000 p.m. to Rs.5000

p.m. for a person, whois residing in rented house and not getting HRA, may be salaried or self employed

person. [Sec.80GG]

2.12 Estimated income scheme for small professionals introduced

Estimate Income scheme for small professionals introduced having gross receiptsin afinancial year up to

Rs. 50 lakh and Income to be estimated at 50% of the gross receipts. [Sec.

44ADA]

2.13 Estimated income scheme for business man: Limit of annual turnover increased

(i) Estimated income scheme for all business assesses to cover business having gross turnover up to
Rs.2cr.

(i) Small business assesses having declared their income for a year under Estimated Income scheme
(Sec.44AD), declaring income in a subsequent year at less than the specified percentage to become
disentitled for the benefit of the scheme for 5 years. [Sec.44AD]

2.14 Tax Audit

__ www.abcpublication.in .
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(i) Small businessmen covered u/s 44AD, shall be required to maintain prescribed account books, and
shall be subject to tax-audit, on becoming disentitled for the benefit of section 44AD and having
income exceeding the exemption limit. [Sec.44AAand 44AB]

(i) Professional assesses shall be subjectto tax-audit if-
(a) Grossreceipts exceed Rs. 50lakhs or
(b) Covered U/s 44ADA but declare their income at less than 50% of gross receipt and
having income exceeding basic exemption limit.
[Sec.44AB]

2.15 Capital Gainrelated provisions
(i) Transferof unitsin a plan of amutual fund scheme in consideration for units in the consolidated plan
of such scheme, shall notbe deemed as transfer. [Sec.47(xix)]

(i) Costofacquisition of an asset declared under Income Declaration Scheme, 2016, to be deemed to be
its fair market value declared under the Scheme. [Sec.49(5)]

(iif) Exemption to be allowed for long-term capital gains invested in the units of a notified fund for
financial start-ups. [Sec. 54EE]

(iv) Exemption to be allowed for long term capital gains from transfer of a residential property, effected
upto31.3.2019., and invested in an eligible start-up. [Sec.54GB]

(v) Costof acquisition of a right to carry on a profession, to be the purchase price paid to the previous
owner, or nil if self-generated. Cost ofimprovement to be nil. [Sec.55]

(vi) Period of holding, for being reckoned as long-term in case of unlisted shares reduced from 36
months to 24 months. [Sec2(42A)]

2.16 Income tax returnrelated
(i) A belated return may be furnished before the end of the relevant assessment year or before
completion of assessment, whichever is earlier. Abelated return may also be revised. [Sec. 139]

(i) Carry forward of a loss from a business specified u/s 35AD to be allowed only if return of
income filed before the due date.
[Sec.80]

(iif) The revised criteria for residential status of a company to be effective from A.Y. 2017-18 (instead of
A.Y.2016-17) [Sec.6(3)]

2.17 Taxon Dividend income
Dividend income from company/companies, in aggregate exceeding Rs.10 lakh, of a resident
individual/HUF/Firm, to be taxable @ 10%. [Sec.10(34) and 115BBDA]

2.18 Any amount received under an agreement for not carrying out an activity in relation to a profession to be
taxable asincome from profession. [Sec. 28(VA)]

Corporate Taxation

2.19 Amendments regardinfax Rates:
() The Finance Minister in last budget speech had promised to reduce corporate tax rate from 30% to

. www.abcpublication.in
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25% by phasing out various incentives. Accordingly in case of domestic companies where its total
turnover or the gross receipt in the previous year 2014-15, does not exceed five crore rupees; tax
shall be charged @ 29% for FY 2016-17.

(i) Special rate of Tax @ 10% on income from worldwide exploitable on patents developed and

registeredin India. [Sec. 115BBF]

(iii) MAT to be levied @ 9% in case of a unit located in an International Financial Services Center and
deriving income solely in convertible foreign exchange. [Sec.
115JB]

(iv) Charitable trusts converting into/merging with a non charitable body, to pay additional income
tax @ 30% on their accreted income (in the form of net assets) as on the date of
conversion/merger. [Sec. 115TD to 115TF]

2.20 Tax Incentive of 5% to new domestic manufacturing companies
A new section 115BA has been incorporated for domestic manufacturing companies (including the
companies engaged in research in relation to or distribution of article or thing manufactured or produced
by it) set up and registered on or after 01-03-2016, where in income tax at the option of company
[exercisable before due date u/s 139(1)] shall be computed @ 25% w.e.fAY 2017-18 subject to foregoing
offollowing incentives:

Deduction u/s 10AA e. Deduction for units in SEZ

Deduction u/s 32(1)(iia) i.e. Additional Depreciation @ 20%

Deduction u/s 32AC for investment in new plant & machinery exceeding 100 cr./25 cr.

Deduction u/s 32AD for Investment in Plant and Machinery in notified areas in Bihar,

Telangana, West Bengal

Deduction u/s 33AB for Tea Development, Coffee Development etc

Deduction u/s 35AD for capital expenditure in specified businesses

Deduction u/s 35AC for expenditure on eligible projects

Deduction u/s 35(2AA) and (2AB) for research and development

Expenditure on agriculture extension projects u/s 35CCC

10 Expenditure on skill development project u/s 35CCD

11. Chapter VI-A Deductionsther than deduction u/s 80JJAA for additional wages to empl.

12. Loss of earlier year's attributable to above sections is not set off.

Provided that once the option to avail of benefit of concessional tax rate has been exercised by the

company for any previous year, it cannot subsequently withdraw the same or for any other previous

year. [Sec. 115BA]

PO

©oNo !

2.21 Profit Linked Deduction for Startups: 100 % tax free
Following business are eligible for 100% deduction of profits and gains under newly introduced
section 80IAC w.e.f. AY 2017-18 for any three consecutive assessment years out of five years
beginning from the year in which the eligible start-up isincorporated:
a) Businesses involving:
i.  Technology or Intellectual property driven processes or services or
ii. Innovation, Development, Deployment or commercialization of new products
b) Incorporated as company from 01-04-16 to 31-03-2019. The benefit extended to LLP also
c) Turnover not exceeding Rs. 25 crores in any previous year from 01-04-2016 to 31-03-2021
d) Holding certificate of eligible business from Inter Ministerial Board
Other conditions of not formed by splitting up or reconstruction of existing business; transfer of old
machinery and applicability of 80IA (7) to 80IA (11) are also applicable [Sec. 80IAC]
Capital gain exemption if invested for start ups
Capital gain exemption for Investment in fund to finance start ups u/s 54EE up to 50 lacs made in six

__ www.abcpublication.in .
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months from date of transfer of Long term capital assets in one or two financial years on the line of
S.54EC. Notransfer of investmentin three years and no loan to be subscribed in three years on security of
investment. [Effective fromAY 2017-18]

Exemption u/s 54GB available to Individual/HUF assessee against sale of residential house for
investment in 50% or more share capital of manufacturing Company in MSME sector up to 31-03-2017
extended to start up company u/s 80-IAC and that too for extended period up to 31-03-2019 [Effective
from AY 2017-18] While in case of company in MSME sector investment in computer or computer
software does not qualify for investment by MSME company , an exception has been drawn for startup
company and investment in computer and computer software shall also qualify as investment by startup
company.

2.22 100% Profit Linked Deduction for Affordable Housing Projects u/s 0IBA
Adeduction of 100% of profits and gains from such housing projects are admissibletoany assessee
engaged in the business developing and building affordable housing projects approved by the competent
authority after I June 2016t031 March 2019 subjectto following conditions:
1. Approval:
Project should be approved by competent authority means the authority empowered to approve the
building plan by or under any law for the time being in force. Where project is approved more than once,
the project shall be deemed to have been approved on the date on which the building plan of the housing
projectwas firstapproved by the competent authority;

2. Completion

Project is completed within 3 years from date of approval by competent authority

The project shall be deemed to have been completed when a certificate of completion of project as awhole
is obtained in writing from the competent authority If project is not completed in three years, deduction
already claimed shall be deemed to be PGBP income of the previous years in which period of completion

expires.

3. Area
Min. plot area 1000 sq mts=10763 sq ft
Max residential unit area 30 sqmtsi.e. 322.91 sq ft
Utilization of permissible Floor Area ratio Min. 90%

c¢) Project on land in other cities should adhere following:

Min. plot area 2000 sq mts=21527 sq ft
Max residential unit area 60 sq mts i.e. 645 .83sq ft
Utilization of permissible Floor Area ratio Min. 80%

4. Accounting
e  Separate Books of Accounts of Housing Project are maintained
e Thededuction u/s 80-IBAis not available to assessee who is works contractor of such housing
project.
e For Affordable Housing Project there is also a deduction u/s 35AD for capital expenditure @
150% which has been brought down to 100% w.e.f. AY 2018-19 and no other deduction is
available for such profits under any other section [Sec. 80IBA]
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Incentive for Employment Generation:
As per existing provisions of 80JJAA, manufacturing company enjoys deduction of 30% of additional
wages paid to new regular workmen in excess of 100 employees and employed for at least 300
days in a previous year , if increase in number of employees is at least 10% of number on last day of
preceding year in case of existing factory.
Provisions of section 80JJAAhave now been revamped w.e.fAY 2017-18: as under:
a) Benefitof 30% on additional employee cost shall now be available for a period of three year
b) Additional Employee Cost:
i) Means additional emoluments paid or payable to additional employees employed during the

previousyears.
i) Additional Employee does notinclude an employee

a. whosetotalemoluments are more than Rs. 25000 per month

b. Anemployee whose contribution paid by Govtunder EPF Act 1952

c. Anemployee employed forlessthan 240 days in previous year.

d. Anemployee notparticipating in RPF
iii) Additional Emoluments do notinclude:

a. Contribution by employerto PF, EPF any other fund for benefit of employee under the law

b. Lump sum payments paid / payable on termination, superannuation or voluntary retirement,
like gratuity, leave encashment, VRS, severance pay, commuted pension and like
iv) Additional employee costshall be NIL if

a. Noincreaseinnumber of employees from number on lastday of preceding year

b. Emoluments paidincash

c) For new business, employee cost of first year shall be additional employee cost eligible for

deduction.

d) 80JJAA is applicable to assesses covered by 44AB i.e. all assessee including those getting

accounts audited because of provisions of presumptive taxation.

e) Requirementofcompany assessee or manufacturing unitdone away.

f)  Alsocondition of atI00 employee and increase in number being more than 10% done away.

g) Conditionofbeing employed for 300 days lowered to 240 days.

[Sec. 80 JJAA]

Weighted Deduction on Capital Expenditure u/s 35AD cutdown
For some business deduction @ 150% of capital expenditure was available by virtue of S. 35AD (1A)
which has been omitted w.e.f. AY 2018-19, Thus now 100% deduction for capital expenditure incurred
on developing or maintaining and operating or developing, maintaining and operating a new
infrastructure facility, on or after 1.4.17 shall be available for specified Businesses for FY 16-17 and
onwards.

Changesrelatedto TDS w.e.f.01-06-2016

a. Limit of Rs. 5000/- for Winnings from Horse Races enhanced to Rs. 10,000/- Limit for winning
from Lotteries u/s 194B was enhanced to Rs. 10,000/-.

b. Aggregate Annual limit of payment of Rs. 75000/- increased to Rs 100000/- for works contract u/s
194C.

c. Monetary Limit of Rs. 20,000/- for Insurance Commission u/s 194D reduced to Rs. 15000/-. TDS
rate on Insurance Commissionis 5% as per Part Il of First Schedule.

d. Monetary Limit for Commission u/s 194H enhanced from Rs. 5000/- to Rs. 15000/- and rate
reduced from 10% to 5% to bring parity with Insurance Commission.

e. Monetary Limit for Commission on Lottery Tickets u/s 194G enhanced from Rs. 1000/- to Rs.
15000/- and rate reduced from 10%t0 5%.
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f.  TDSrate onwithdrawal of NSS Deposits reduced from 20% to 10% u/s 194EE.

g. TDS on LIC Maturities exceeding Rs. 1,00,000/- not exempt u/s 10(10D) was charged @2% by
Finance Act2014 w.e.f.01-10-2014 . TDS rate lowered to 1%.

h. TDS @10% for compulsory acquisition of immovable property other than agriculture land where
aggregate payments during financial year exceed Rs. 2 Lnow enhanced to Rs 2.50L.

i. Insertion of New section 194LBC Income in respect of investment in securitization trust with effect
fromthe 1stday of June, 2016, namely:-

'"194LBC. (! ) Where any income is payable to an investor, being aresident, in respect of an investmentina

securitization trust specified in clause ( ) of (helanation ~ occurring after section 115TCA, the person

responsible for making the payment shall, at the time of credit of such income to the account of the payee

or atthe time of paymentthereofin cash or by issue of a cheque or draft or by any other mode, whichever is

earlier, deductincome-tax thereon, atthe rate of—

(i) twenty-five per cent (25%), if the payee is an individual or a Hindu undivided family;

(it) thirty per cent (30%), if the payee is any other person

2.26 Advance Taxto be deposited by ALL at same installment
Earlier there was different slab of instalment for individual HUF and corporate but now it is same for all
except assessee who has opted estimated income scheme u/s 44AD. Advance tax is to be calculated on th
basis of expected tax liability of the year and thenis to be paid in instalments as given below, if tax liability
is more than Rs. 10000:-
a) In case of allthe assessee (other than the eligible assessee as referred to in section 44AD) :
i) Notlessthan 15 percent—On orbefore 15th June
i) Notlessthan 45 per cent—On or before 15th September
iii) Notlessthan 75 percent—On or before 15th December
iv) Notlessthan 100 per cent—On or before 15th March
b) Incaseofeligible assessee as referredtoin Sec. 44AD opted estimated income scheme:

Upto 100 per cent—On or before 15th March

Note: Any advance tax paid on or before 31st day of March shall also be treated as paid during the same
financial year. The deposit of advance tax is made through challan ITNS 280 by ticking the relevant
column,i.e.,advance tax. [Sec.211(1)]

2.27 No Interestif Refund lesser than 10% of determined tax [w.e.f. 01-06-2016]
No interest on refund arising out of TCS, TDS, advance tax or self assessment tax shall be payable, if the
amount of refund is less than ten percent of the tax as determined under sub-gdection ( ) of section 143 or
onregularassessment

2.28Return shall not be defective for non-payment of tax and interest
Finance Act2013w.e.f. 01-06-2013 had inserted clause (aa) in section 139(9) to provide that a return
ofincome shall be regarded as defective unless the tax together with interest, if any, payable in accordance
with the provisions of section 140A, has been paid on or before the date of furnishing of the return, Now
clause (aa) has beenremoved, Hencereturn shallnotbe defective for non-payment of tax and interest on
or before date of furnishing return ofincome.
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Miscellaneous Provisions
2.29 Income of a non-resident from any specified service, subjected to equilisation levy, to be exempt.

[Sec. 10(50)]
2.30 Income of new SEZ units to be exempt only if they start production up to 1/4/2021.

[Sec. 10AA]
2.31 Investment allowance to be allowed if plant and machinergtailed up to 31.3.2017.
[Sec.32AC]
2.32 Deduction for research to be limited to 150% w.e.f. 1.4.2017 and 100% w.e.f. 1.4.2020.
[Sec 35]
2.33 Capital expenditure on acquiring spectrum rights to be deductible in equal installments over the period of
their validity. [35ABA]
2.34 Provision for bad and doubtful debts to be deductible in case of a non-banking financial company up to
5% of its totalincome. [Sec. 36]
2.35 Consideration for a specified service, subject to equalization levy, to be deductible only if such levy has
been deducted and deposited before the due date for filing of return. [(Sec. 40(a)(ib)]

2.36 Amount payable to Indian Railways for use of railway assets, to be deductible only if paid before the due
date forfiling of return. [Sec.43B]

2.37 Deduction for enterprises engaged in infrastructural development to be allowed if it starts operating and
maintaining infrastructural facility up to 31.03.2017. [Sec.801A]

2.38 Deduction for SEZ developer to be allowed if development of SEZ begins up to 31.3.2017.
[Sec.80IAB]

2.39 Deduction for undertaking engaged in commercial production of mineral oil or natural gas to be allowed,
if production beginsupto 31.3.2017. [Sec. 80IB]

2.40 (i) Certain more adjustments allowed to be made in an intimation u/s 143(1)
(i) Notice for scrutiny u/s 143(2) may be issued electronically through a centralized agency.
[Sec. 143]
2.41 Time limit for completion of regular assessment, assessment on remand, reassessment and assessment i
search cases, reduced by 3 monthsin each case.
Appeal effect to be allowed within 3 months of the date of order.
[Sec. 153 and 153B]
2.42 Tax to be deducted at source on income credited or paid to an investor, in respect of an investment in a
securitization trust. [Sec. 194LBC]

2.43 Loss of Specified Business u/s 35AD where capital expenditure is allowed as deduction to be
carried forward only ifreturnisfiled intime. [S.80and Sec.139(3)]

2.44 Filing of Return for Long Term capital Gain from equity shares or equity oriented mutual
funds exempt u/s 10(38) w.e.f. AY 2017-18. By amending sixth proviso to S.139(1), return of filing
made compulsory even ifincome of the assessee without claiming exemption exceeds maximum amount
not chargeable to tax. However no such requirement for long term capital loss covered by 10(38).
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2.45 Equalization Levy: [Chapter VIII of Finance Act 2016]
Internet advertising is rapidly growing both in terms of revenue and share in the total advertising market.
The volume of internet advertising reached USD 135.4 billion in 2014. The market for internet
advertising is projected to grow at a rate of 12.1% per year during the period 2014 to 2019. As the stakes
started rocketing, taxing such virtual transactions attained prominence. The existing provisions of the
income-tax statute were unable to tie the noose around these transactions. Perhaps the reason is Indian
income-tax legislation is still governed physical presence test. Hence the concept of Equalization levy
introduced.
Equalization Levy:

a.
b
C.
d.
e
i.

iii.
iv.

Applicable from date to be notified by Central Government

It extends to whole of India except the state of J&K

Introduced vide Chapter VIl of Finance Bill 2016. Vide S. 160t0 S.177 of Finance Bill 2016

Rate @6% as per S.162(1) of Finance Bill

Services covered by Equalization Levy:

Online Advertisement

any provision for digital advertising space
any other facility or service for the purpose of online advertisement

andincludes any other service as may be notified by the Central Government in this behalf

Charge oftaxis on amount of consideration received or receivable by Non Resident from:
apersonresidentin India and carrying on business or profession; or

anon-resident having a permanent establishmentin India.

Amount chargeable to equalization levy has been exempted u/s 10(50).

Equalization levy shall not apply where

Where service recipientis non-resident having PE in India and service is effectively connected with
such PE.

Consideration does notexceed Rs. One lakh.

Paymentis not for the purpose of business or profession

Equalization Levy shall operate like TDS and shall be deducted from paymentto non resident and to
be deposited by'7 of following calendar month .

1% Interestfor delayed paymentu/s 167.

Even if equalization levy not deducted, it shall be deposited by service recipient out of his own
pocket. S.163(3)

Disallowance u/s 40(a)(ib) shall be attracted for failure to deduct levy or deposit after deducting till
due date of return on amount paid or payable to nonresident. Allowance of expenditure only in the
year of deposit.

Statements to be filed within prescribed time after end of financial year. Belated/Rectified
statements may be filed within 2 years from end of financial year [Here no requirement to file
revised return only if original filed in time]. AO may also give notice to file the return. [S.164]
Penalty for belated return @ Rs. 100/- per day u/s 169

Intimation and processing of intimation within one year from the end of financial year in which
statementis filed. [However u/s 143(1) itis one year from the end of assessment year.]
Rectification of intimation by AO/assessee within one year from end of financial year in which
intimation issued.[Not served]S.166

Penalty for failure to deduct = Equal to equalization levy

Penalty for failure to deposit= Rs. 1000/- per day Max. Equalization levy.

Penalty is subject to pleading reasonable cause and after providing opportunity of being heard[S.
170]

Appeal to CIT Au/s 171; ITAT u/s 172; Prosecution for false statement u/s 173; Applicability of
certain provisions regarding summons u/s 131; survey u/s 133Aetc

Rule making power is u/s 176 and power to remove difficulties u/s 177
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2.46Tax shall be collected at source (TCS) for Transaction exceeding Rs.2 Lakh, in cash,

From 1st June 2016, the scope of TCS has been increased. Now the provision of TCS is applicable on sale

or purchase in cash of every product and some limits are specified for the applicability of this provision.

Due to this, the government would be able to trace the transactions of large amount in cash and it will curb

black money.

If any of transaction effected is covered under TCS provision, then the purchaser will have to give 1% TCS

tothe seller and the seller will have to deposit the same with the government and file return of TCS. For e.g.

If a person purchases any item say furniture/cloth/car/bullion etc costing Rs. 2,10,000/- and makes

payment in cash, then he will have to pay 1% TCS on 2,10,000/- i.e. Rs. 2,100/- extra to the seller and the

seller will have to deposit the same and file its return. Every person can take the credit of TCS deposited in

his name while filling income tax return. This means that he has to subtract TCS from income tax liability

then have pay income tax or obtain refund.

Earlier TCS was applicable on alcoholic liquor, scrape, tendu leaves, toll plaza and parking lot charges but

the government has now made itapplicable on the sale of following products or services u/s 206C:

1. Ifjewelleryissold above Rs.5lakhincash, then TCS will have to be collected onit @ 1%.

2. Ifany other product or service is sold for above Rs. 2 lakh in cash, then TCS will have to be collected
onit@ 1%.

3. Ifmotor caris sold for above Rs.10 lakh and payment is made in any mode i.e. be itin cash or through
bank, TCS will have to be collected on it @ 1% of total transaction amount.

Conditions

(i) The provision of TCS will not be applicable onthe products or services on which TDS is applicable.

(i) here SELLER means — Central Govt., State Govt., Corporation, Company, Partnership firm, Co-

operative society, Local authority, and individual (whose annual turnover immediately preceding previous

financial year was more than limit prescribed u/s 44AB i.e. Rs. 1 crore or more) [explanation C to section

206 C]

Question 1Whether tax collection at source under section 206C(1D) at the rate of 1% will apply in cases

where the sale consideration received is partly in cash and partly in cheque and the cash receiptis less than

two lakh rupees.

Answer:No. Tax collection at source will not be levied if the cash receipt does not exceed two lakh rupees

evenifthe sale consideration exceeds two lakh rupees.

lllustratiort Goods worth Rs. 5 lakhs is sold for which the consideration amounting to Rs.4 lakhs has been

received in cheque and Rs.1 lakh has been received in cash. As the cash receipt does not exceed Rs.2 lakh,

notaxis required to be collected at source as per section 206C (1D).

Question 2Whether tax collection at source under section 206C (1D) will apply only to cash component or

inrespect of whole of sales consideration.

Answer Under section 206C (1D), the tax is required to be collected at source on cash component of the

sales consideration and not on the whole of sales consideration.

lllustratiort Goods worth Rs. 5 lakhs is sold for which the consideration amounting to Rs.2 lakhs has been

received in cheque and Rs.3 lakh has been received in cash. Tax is required to be collected under section

206C (1 D) only on cashreceipt of Rs.3 lakhs and not on the whole of sales consideration of Rs.5 lakh.

TCSisapplicable to the retailer of motor car. The TCS provision of sale above Rs. 10 lakh is not applicable
to manufacturer or distributor. For example: The provision of TCS is applicable if a seller sells car to
customer.

Ifthe provision of TCS s not followed then:

(i) Ifthesellerdoesnotcollect TCS, then he may have to pay 100% penalty onit.

(i) Ifthe TCSreturnisnotfiled, then apenalty upto Rs. 10,000/- can be levied.

(iii) If TCSisdeposited late, theninterestwill be levied oniit.

(iv) LatefeesofRs.200/- perday willbe levied if TCSreturnis not filed within time
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2.47 Salient feature of The Income Declaration Scheme, 2016

The Income Declaration Scheme, 2016 incorporated as Chapter IX of the Finance Act 2016 provides an
opportunity to all persons who have not declared income correctly in earlier years to come forward and
declare such undisclosedincome(s).

a.

(i)

Under the Scheme, such income as declared by the eligible person, would be taxed at the rate of 30%
plus a’Krishi Kalyan Cess' of 25% on the taxes payable and a penalty at the rate of 25% of the taxes
payable, thereby totaling to 45% of the income declared under the scheme.

Time line - The scheme shall remain in force for a period of 4 months ftédune, 2016  30to
September, 2016 for filing of declarations and payments towards taxes, surcharge & penalty must be
made latest bg0" Sept, 2017. T he revised time schedule for making payments under the Scheme
areasunder:

aminimum amount of 25% of the tax, surcharge and penalty to be paid by 30.11.2016;

(i) afurtheramount of 25% of the tax, surcharge and penalty to be paid by 31.3.2017; and
(i) the balance amountto be paid on or before 30.9.2017.

a.

b.

Declarations can be filed online or with the jurisdictional Principal Commissioners of Income-tax

acrossthe country.

The scheme shall apply to undisclosed income whether in the form of investment in assets or

otherwise, pertaining to Financial Year 2015-16 or earlier.

Where the declaration is in the form of investment in assets, the Fair Market Value of such assetas on

1% June 2016 shall be deemed to be the undisclosed income under the Scheme. However, foreign

assets or income to which the Black Money Act 2015 applies are not eligible for declaration under

thisscheme.

What can be covered inthe declaration?

The declaration can be made in respect any income or income in the form of investment in any asset

located in India and acquired from income chargeable to tax under the Act for any financial year (FY)

priortothe FY 2016- 17 [assessmentyear (AY) 2017- 18] for which the declarant had either:

e failedtofurnishareturnundersection 139 of the Act, or

o failed to disclose such income in a return furnished before the date of commencement of the
Schemei.e., 1June 2016, or

e wheretheincome has escaped assessment by reason of the omission or failure on the part of such
personto furnish areturn under the Act, or

o failedtodisclose fully and truly all material facts necessary for the assessment or otherwise.

e. Assetsspecifiedinthe declaration shall be exempt from Wealth tax.

f.  No Scrutiny and enquiry under the Income-tax Act or the Wealth tax Act shall be undertaken in
respect of such declarations.

g. Immunity from prosecution under the Income-tax Actand Wealth Tax Actis also provided along
with immunity from the Benami Transactions (Prohibition) Act, 1988 subjectto transfer of asset
to actual owner within the period specified in the Rules.

h. Non-payment of total taxes, surcharge & penalty in time or declaration by misrepresentation or
suppression of facts shall render the declaration void.

i.  The circumstances in which the Scheme shall not apply or where a personis held to be ineligible
are specified in section 196 (Chapter I1X) of the Finance Act, 2016.

j- Non declaration of undisclosed income under the Scheme will render such undisclosed income
liable to tax in the previous year in which it is detected by the Income tax Department. Other
penal consequences will also follow accordingly.
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I 2A Why ? When ? and Where ? to File Income Tax Return ?

2a.1 Whyisitnecessarytofilethereturn?

A general perception towards filing of the return is that since the Employer or Bank has deducted TDS, so
we don't have to pay any income tax additionally therefore filing of the return is not necessary. But this is
not a correct view. A person who satisfies the criteria given in the following table has to file voluntary

return. And if return is not filed till the end of assessment year then assessment officer may impose a
penalty of Rs. 5,000 u/s 271(F)

Category of Assessee Criteria of filing of voluntary return |
If the Gross total income earned during any financial year, is mor
Individual than the basic exemption limit of the income tax (for FY 15 - 16 for
H.U.F. male and female: Rs. 2.50 Lakh and for Sr. citizen 3.00 Lakh), then
A.O.P./ filing of return is compulsory for that year. However salaried having
taxable income not exceeding 5 Lakh are exempted from filing gf IT
Artificial juri.Person return with some conditions.
ggrrpnp;g%'i;‘g?ﬁ:] Body, Filing of return is compulsory every year without any income limit.

Filing of return is also compulsory for those persons who want to take refund from income tax department
because of excess deduction of TDS or any other reasons. It is mandatory to file return before due date

under section 139(3), for the persons who want to adjust previous year's loss under the head of business,
with nextyear's profit.

2a.2 Whatare the due dates for filing ofincome tax return?

Category of assessee Due date of assessment year
Company and other assessee where auditing is necessary 30" September
Other than above category of assessee 31% July

Returns can be filed after the due date till the end of assessment yeat'i.e. 31 March without any penalty

(Provided no tax is due for payment). If tax payment is due then also return can be filed along with interest
(@1% per month) on balance amount of tax.

2a.3 Where tofile the retur#& per Section 124, return can be filed in the office of Income Tax Officer under
whose jurisdiction, either Assessee's residence or pringipak of business/ profession falls.

2a.4 How to file the returnAssessee can file the return by himself or through tax consultant or by registered
post in the prescribed format at the office of the Area Income Tax Officer. E-filing of return through
internetis compulsory for the employee having taxable income Rs.10 Lakh or more.

2a.5 Revised return u/s 139(#)Return is filed and any mistake has appeared unintentionally then revised

return can be filed up to the end of one year from the assessment year or before the assessment of return is
done by IT Dept., whicheveris earlier.

2a.5 Belated Return u/s 139 (4A:Belated Return can be furnished even after the due date and up to one year
from the end of the relevant assessment year or before the completion of the assessment , whichever is
earlier. It may attract penalty and interestas well and the return can be revised from A.Y.16-17.
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I 3 Permanent Account Number (PAN)

A 10-digit alphanumeric code allotted by Assessing Officer of Income Tax Department on laminated Card is
calledP4N . Itis a permanent number so it does not change with change in address or place, but if Income Tax
ward changes then itis necessary to inform the concerned (old/new) officials of Income Tax Department about

it.
3.1

3.2
3.3

3.4

3.5

3.5

Under section 139 (A) following persons have to compulsorily apply for PAN:

() Whose total taxable income is more than the exemption limit from income tax
(Presently Rs.2 Lakh for Male, Rs.2 Lakh for Female 2.5 Lakh for senior citizen)

(i) Businessman whose total sale, turnover or receipt is or expected to be more than Rs. 5 Lakh in the
previous year.

Apart from the above-mentioned persons, it is necessary to file return for persons falling under the
following categories, under section 139 A (1A), without any limit on income: Charitable Religious
Trust, Importer & Exporter as well as assesses of Central Excise, Sales Tax or Service Tax. If the
above-mentioned persons don't apply for PAN in the scheduled time, a penalty of Rs. 10,000 can be
charged under section 272B (1).

The person forwhom PAN is not mandatory can also dopRAN and use itas an identity card.

For PAN a personwill have to submit an applicaimthe prescribed fornmfgrm No. 49 ) along with proof

of identity and Address & 1 Stamp size colour Photograph, by May§ 31 of the Assessment year in the
office of U.T.I. or NSDL with a fee of Rs. 94 for normal case and Rs. 150 for urgent cases. Apersonwho
has applied earlier but has not received the PAN card can also apply again.

As perIncome Tax Rule 114B itis mandatory to quote PAN for following Transactions:

Sale, Purchase of Immovable Property valued at Rs. 5 Lakh or more

Sale & Purchase of Motor Vehicle. (excluding 2 wheeler)

Opening of Bank Account/Application for Credit Card/ Telephone (landline or Cell)
Payment of Hotel Bill for more than Rs. 25,000

Cash DepositRs. 50,000 or more in aday inthe Bank or Post Office

Payment of Rs.50,000 or more to purchase Unit of Mutual Fund / Shares / Debentures /

RBI bond
e Income tax Return, Challan for payment of Direct tax

If PAN is not allotted or is nanandatory for any person then he can submit declaration eitfietinvo.
60orinaplane paper alongwith address proof. Farmers who do have income from other sources can also
submit declaration throughbrm No. 61 . Minor children can utilise their parent's PAN, (with whom their
incomeis clubbed).

If a person is having more than one PAN tweshould immediately return it to the Income Tax
Department. Under section 272B (2) a penalty of Rs.10,000 is charged if a person knowingly
indicates a wrong PAN.
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I 4 Income Exempt from Tax

Details ofincome exempt from tax (Tax free income) described in Section 10 of Income Tax Act, out of which,
some important provisions are described in brief, are as follows:

Sec.10(1) Income from Agriculture is exempt. However, if Net Agriculture Income exceeds Rs. 5000,
thanitisrequired to be taken into account for slab purpose.

Sec.10(2) Share ofincome of Hindu Undivided Family for the Member is exempt.
Sec. 10(2A) After assessment of tax of a partnership firm the income for its partners is exempt from tax.
Sec. 10(10DAny sumreceived from Life Insurance Policy including Bonus is exempt, except the following:

(i) Any sum received from key man Insurance Scheme and other insurance scheme eligible for
deduction u/s 80DD/DDA

(inAny sum received from Life Insurance Policy issued after April, 2003 whose Annual
Premium is more than 20% of sum assured and insured personis alive

Sec.10(12A) Payment from superannuation fund transferred to the employee's account in a pension scheme
notified u/s 80CCD to be exempt.

Sec.10(13) 40% of amount received by an employee from National Pension System Trust at the time of
closure of account/opting out of scheme to be exempt.

Sec. 10(15) Interestreceived from Post Office Saving Scheme & Govt. Relief Bond.
Sec.10(16) Scholarship received to meet out the Expenditure of Education.

Sec.10(17) Daily Allowance received by MLA/MP is exempt, but Salary received is Taxable.Other
allowance received by MP is Tax free, but Allowance received by MLA is Tax Free up to a
maximum limitof Rs. 2,000 per month

Sec. 10(20) Income of Local authority, i.e., Panchayat, Municipal etc. is exempt.

Sec.10(23C)Income of University/Educational Institutional/Hospital or Medical Institution wholly or
substantially financed by GovtOr  the Annual receipt of which do not exceed the prescribed
amount Orwhichis approved by the competent authority is exempt.

Sec.24(4) Income of Trade Union or Association of Trade Unions from House Property or Income from
other sourcesis exempt.

Sec. 10(25) Income of statutory provident fund or an approved Superannuation fund or Gratuity fund is
exempt.

Sec.10(32) Income of Minor child up to Rs. 1,500 is tax free; but if exceeds will be added to the parent's
income.

Sec. 10(34) Dividend distributed on or after Apr1,2003 by a Domestic Companyis exempted from taxin
the hand of investor

Sec.10(38) Any Long Term Capital Gain ; arising from transfer of equity shares of a Company or Units of
an Equity Oriented Fund on or after oct 01, 2004, subjected to Securities, Transaction Tax are
exempt from Tax for investor

Sec.13(A) Income of Political party from Capital Gains, House Property and other Sources are tax free

Note: Income exempt from tax, for working/retired employees are described in pages 23 & 30.
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I 5 Method of Income Tax Calculation

For the convenience of readers, the Method of Income Tax calculation is described here in five steps as
following and through a flow chartin the next page.

5.1 First Step - Calculation of Gross Total Incoi@alculate Taxable Income arising from following 5
different sources separately :
(1) Incomefrom Salary Head
(2) Income from House Property
(3) Income from Business & Profession
(4) Income from Capital Gains
(5) Income from Other Sources
The Gross Total Income is calculated after adjusting the losses and clubbing the income of other
persons, if any with the sum of above-mentioned 5 sources ofincome

5.2 Second Step - Calculation of Total Incorifetal income is calculated after deduction as shown in the
eligible deductions of Chapter VIA from Gross Total Income. The Brief details of some important
Deductions are as under:

Investment made in GPF/PPF/LIC/NSC/ELSS/Bank Fixed deposit for min.
5Yr, NABARD BOND etc. up to a maximum limit of Rs.1.5Lakh
Contribution of Assessee and Employer towandsy Pension System (NPS) of
80CCD | central Govt. up to a max. limit of 10 % of salary in each case.

Investment in NPS upto Rs 50000/- can be claimed in deduction in addition to oyver
all limit of Rs. 1.5. lac u/s 80 CCE

Aggregate sum of investments made under section 80C, 80CCC & 80 CCD
80CCE should not be more than Rs.1.5 Lakh but excluding contribution of employer towards
New Pension System (NPS) up to a max. limit of 10 % of salary
The deduction to the extent of max Rs. 25,000/- be allowed in respect of investment
80CCG | in Rajiv Gandhi Equity Scheme to new retail investor.

80C

80CCD (IB)

Health Insurance Premium up to Rs. 15,000 for the health of self/wife, children &

8ob Additional Rs. 15,000 (Rs. 20,000 for Sr. Citizens) is allowed for health Insurance for
mother, father; which may include max Rs. 5000 for preventive health check-up.
Expenses on Insurance Premium or treatment of dependent disables.

80G Donations given to P.M./C.M. relief funds etc.

5.3 Third Step - Calculation of Tax on Total Inconecome tax is calculated at specified rates (0, 10%, 20%,
and 30%) on taxable income. Though agricultural income is tax-free but if itis more than Rs.5,000 then it
should be considered into total income, for slab purpose.

5.4 Fourth Step - Calculation of Tax PayalAdter deducting rebate of income tax under section 88E (for
those who have paid security transaction tax), Tax Payable is calculated.

5.5 Fifth Step - Calculation of Net Tax Payabltapplicable, add surcharge at prescribed rate, and then
calculate Education Cess @3% on Tax plus surcharge. Thus the amount received will b@écall@dx
Payable. Now Deductrelief U/S 89(i), ifany, from Gross Tax Payable & get Net Tax Payable
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I 6 Flow Chart of Income Tax Calculation

[ As per the nature of earnings, divide the Assessee's Income in the following 5 heads]

1 4 1 U4 {4

Salary House Property I lBusiness & Professionl Capital Gain || Other

i {4 {4 i {4

[ Calculate Taxable Income Head wise separately and then add all ]

J ( Section \

[ Set off the losses & Club the Income of Other Persons (if applicab]e) 80CCE:
0 Deduction of

—— Rs.1.5 Lakh
Gross Total Income allowed against
U / the Investment
[ Deduct: Permissible Deductions U/s 80C to 80U of chapter VI ] made in

\_ GPF /PPFILIC )
4

Add: Agricultural Income
&

Total Income
(Taxable Income)

Calculate Tax on Total Income
as per prescribed rates 10%, 20%, 30%

[ Deduct tax on agrlcultural income, if applicable ]

(for slab purpose)

Tax payable

c:‘c

[ Add: Surcharge as per prescribed Rates if applicable ]

4
[ Add: 3% Education cess ]

U
Total (Gross) Tax Payable ]

0
[ Deduct: Relief under Section 89 (i) if applicable ]

Net Tax Payable

‘o
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I 7 Formula of Zero Income Tax - (For Individuals & HUF only)

If you are a male /female/Sr. citizen assessee and your income in financial year 2016-17 is Rs. 7,30,000
If you plan as per the following; then your income tax liability shall be ZERO:

S.N. Description Male Female Senior Citizen
1 | Gross Total Income 7,30,000 7,30,000 7,30,000
2 | Ded. of Interest due on house loan u/s 24 (-)2,00,000 (-)2,00,000 (-)2,00,000
4 | Deduction of Health Insur.Prem. u/s 80D (-)30,000 (-)30,000 (-)30,000
5 | Investment U/s 80CCE (-)1,50,000 (-)1,50,000 (-)1,50,000
6 | Invest. In NPS u/s 80 CCD (IB) (-)50000 (-)50000 0
7 | Total Taxable Income 3,00,000 3,00,000 3,50,000
8 | Tax rebate U/s 87 A 5,000 5,000 5000
9 | Tax Payable ZERO ZERO ZERO

Formula of Zero Income Tax
Necessary Investmentfor Zero Income &Gross Total Income —Basic Exemption Limit of Income Tax. [For
Male: 2.5 Lakh, for Female: 2.5 Lakh, for Senior citizen ( 60 years or above age): 3.0 Lakh, for Sr. citizen
(above 80 years): Rs. 5.0 Lakh].You may also add Rs. 20,000 in basic exemption limit against the rebate of Rs.
2000 intax u/s 87A. After getting amount of necessary Investment for zero tax liability, Investment can be made
in following schemes, as per requirement:

(&) U/s 80C/CCE: Investment in GPF/PPF/LIC/FD etc — Max. Rs. 1.5 Lakh
(b) U/s 80 CCG: Investment in RAjiv Gandhi Equity scheme — Max. Rs. 25000

(c) U/s 80D: Deduction of health insurance premium — Max. Rs. 30,000

(d) U/s 24: Deduction of accrued interest on housing loan — Max. Rs. 2.00 Lakh
(e) Ul/s 80 EE: Deduction of accrued interest on housing loan — Max. Rs. 1.00 Lakh
() U/s 80 CCD (IB) Investment in NPS — Max. Rs. 0.50 Lakh

Ready Reckoner to know the amount of Investment for Zero Income Tax
(For Male/Female Assesses below 60 years age)

Basic Investment
_ E.xem_ption Necessar made in FD/| Medical In?eurzst Net
Total Limit of income Investmen){ GPF /PPF /| Insurance on Income
Income tax plus Amount for LIC/ NPS Premium | | o Tax
Rebate u/s Tuition fee | Payable 0 91 Liability
(87 A) zero IT etc. oan
300,000 250000+2000p 30,00( 0 [( (0] 0
400,000 250000+2000p0 1,30,00D 1,50,000 0 0 0
500,000 250000+2000p0 30,00( 1,50,000 15,000 65,000 0
600,000 250000+2000p0 3,30,00D 1,50,000 15,000 165,p00 0
730,000 250000+50000 4,30,00D 2,00,000 30,00 2,00J000 0
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I 8 Ready Reckoner of TDS for Employee

Foremployees, itis mandatory to submit the estimated Income Tax at the start of the year but employees usually
don't do so and employer then deducts some more TDS as compared to previous year. But if the difference
between amount deducted as TDS and actual income tax payable is more then the employee has to bear the
consequences. So an employee should at least calculate the tentative Income Tax payable, as per following
table & intimate the employer the amountto be deducted as TDS.

Here in the table :
Monthly taxable Income = Monthly salary — Tax-free allowances - Prof.Tax.
— Monthly Interest due of house loan (applicable, if any )
OtherIncome =Income from other sourcesi.e. Interestfrom Bank and NSC etc.
Investment =Investment u/s 80 CCE (80C+80CCC+80CCD) (Max.1.5Lakh) +u/s80 CCG +u/s80CCD (IB)

Total Total tax—

wable| Yearly || Other | Gross | WSadh S0 | pcarer | Monthly
income + 80 CCG| income Edu cess

25000 300000 0 300000| 30000 270000 0 0
27000 324000 500 324500| 54500 270000 0 0
29000 348000 500 348500| 78500 270000 0 0
31000 372000 1000 373000| 103000 270000 0 0
33000 396000 1000 397000| 127000 270000 0 0
35000 420000 2000 422000| 150000 272000 0 0
37000 444000 2000 446000| 150000 296000 0 0
39000 468000 2000 470000 150000 320000 2060 172
41000 492000 3000 495000| 150000 345000 4634 386
43000 516000 3000 519000| 150000 369000 7105 592
45000 540000 3000 543000| 150000 393000 9596 798
47000 564000 3000 567000| 150000 417000 12047 1004
49000 588000 4000 592000| 150000 442000 14621 1218
51000 612000 4000 61600 | 150000 466000 17092 1424
55000 660000 5000 665000| 150000 515000 28840 2400
60000 720000 5000 725000| 150000 575000 41200 3430
65000 780000 6000 786000| 150000 636000 53770 4480
75000 900000 6000 906000| 150000 756000 78490 6540
80000 960000 7000 967000| 150000 817000 91050 7590
90000 1080000 7000 1087000| 150000 937000 11577Q 9650
100000 1200000 7000 1207000 150000 1057000 14049(¢ 11710
110000 1320000 9000 1329000| 150000 1179000 16562( 13800
120000 1440000 9000 1449000 150000 1299000 19034( 15860
130000 1560000 9000 1569000| 150000 1419000 215060 17920
140000 1680000 10000 1690000 150000 1540000 23999( 20000
150000 1800000 10000 1810000 150000 1660000 26471( 22060
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I O Income from the Head of Salary

9.1 Salarymeans cash amount received by employee & monetary value of benefits provided by Employer
free of cost or at concession rates. Here gross salary includes-

9.2

9.3

agrwNE

All cashreceipts: Basic salary, taxable/tax-free allowances, bonus, commission etc.
Advance salary, Arrears (ifincome tax is not paid earlier)

Gratuity, one stroke pension etc. at the time of retirement

Valuation of perquisites; House (free of cost or on concession rates), car etc.
Profitinlieu of salary and contribution of employerin provident fund and NPS

Important Facts relating to salary

@)

(b)

(©

(d)

Any receipts will be called ag/ary  only if the relation between receiver & payer is of Employer &
Employee. For example, Salaries or Payments of MPs & MLAs does not come under salary head
because Assembly & its members do not have a relation of Employer & Employee.

From the perspective of income tax there is no specific difference betSgerny  Wagks
Employee or Labour receives some payment against their services, whichis called Salary.

As Salaryis earned, it comes into the category ofincome, whether itis actually paid to the assessee or
not during the financial year. This way, on the basis of Salary estimated or received, whichever is
earlier, Salary becomes taxable e.g. in case of Govt. employees salary is due on first of next month,
i.e. Jan month's salary will be due on first F8b from the view of income tax salary of 12 months

from Mar. 2012 to Feb. 2013 will be known as income of financial year 2013-14. But for the
employee whose salaries are due on the last day of the month, salary of 12 months from April 2012 to
March 2013 will be known as income of financial year 2013-14.

After retirement the regular monthly pension given to the employee by the employer is considered as
Income from salary head. But in case of death of the employee, family pension received by his
dependents will be known as income from other sources.

How to calculate income from salary head?

@)

(b)

(©

(d)
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Basic salary, dearness allowance, house rent allowance & other tax-free/taxable allowances
received inthe financial yearis combined.

If the employees are getting perquisites then the amount obtained from valuation of perquisites is
added to (a). Here Perquisites includes - housing facility either free or on concession rates, medical
allowance, domestic servant, transports allowance, gas either free or on concession rates, electricity,
water, education etc.

Profitin lieu of salary: Any amount obtained from present or past employer as per service agreement
(because of transfer / end of service) & amount received from key men insurance. This way
summation of (a), (b) & (c) will be called &&oss Salary

Now deduct the totally tax-free or partially tax-free allowances as per section 10 from gross salary.
Then deduct professional tax as per sec. 16.

The amountbalance after (d) will be called as Income from salary head.
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9.4 Fully Taxable Allowances:

9.5

1 | Dearness Allowance 8 | Tiffin Allowance

2 | Interim Relief, if any 9 | Deputation Allowance

3 | City Compensatory Allowance 10 | Servant Allowance

4 | Non Practice Allowance 11 | Pension /Annuity

5 | Over Time Allowance 12 | Subsistence Allowance
6 | Bonus 13 | Project Allowance

7 | Honorarium 14 | Fixed Medical Allowance

Partially / Fully Tax-free Allowances

Value of Leave Travel Concession (LTC) as per section 10(5): If an employee himself,
husband/wife, dependent parents, brother/sister and children are travelling within India during leave
or after retirement and getting amount of LTC, then it will be tax free up to the limit of actual
expenditure. Butwithout travelling, encashment of LTC will be fully taxable.

Tax paid on perquisites u/s 10(10CC): If the employer wishes, he can pay the income tax due on
perquisites given to employees. In this case, the amountincurred by the employer will be tax-free for
the employee.

HRAU/s 10(134)
1. Ifresiding in rental house: Minimum of following 3 (a, b, ¢) will be the tax-free portion of HRA
(& Amountreceived as HRA
(b) Difference amountofrent paid & 10% of salary
(c) 40% of salary (for other cities), 50% of salary for metros

Note (i) wheresalary=Basic+ DA+ GP (If DAistaken for calculating pensionary benefit)
(i) Ifresidinginarented house, for some months, not for the whole yearthenthe salary of
corresponding months will be considered for the above calculation
(i) If HRAisuptoRs. 3,000 p.m.thenrentreceiptis notrequired to submitto DDO.

2. Ifresiding in own house, the amount of HRAreceived will be fully taxable.

4. Details of partially / fully tax free allowances u/s 10(14)

Particulars of Allowances Tax free Portion
Uniform Allowance To the extent such expenses are actually incurrgd
Travelling Allow. on tour/transfer To the extent such expenses are actually incurrgd
Washing allowance To the extent such expenses are actually incurred
Conveyance allowance To the extent such expenses are actually incurred

Compensatory (helper ) allowance | To the extent such expenses are actually incurred
Transport Allowance (Home to office] Rs. 1600 per month for normal, Rs. 3200 for disalpled

Tribal area Allowance Rs. 200 per month (in some areas)
Children education Allowance Rs. 100 per month for two children
Hostel expenditure Allowance Rs. 300 per month for two children
Underground Allowance Rs. 800 per month
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I 10 valuation of Perquisites

From year 2003, the net expenditure (after deducting the amount recovered from employee in lieu of the
facility, if any) incurred by the employer for providing the facilities (perquisite) to the employee, will be
considered akaluation of Perquisites

Valuation of Housing facility as per rule 3(1)

Facility Valuation Remarks |
1) Free housing facility

1) House includes: flat, house,
A) Unfurnished Rent (licence fee) as farm - house, ship, floating motel,
i) Central or State prescribed by Govt. rule caravan, hotel, guest house etf.
Govt. employee

if) Other employees-if | 15% of salary (for big cities) | 2) Big cites: as per 2001 census,

a) House - owned by | 10% of salary (Medium city) cities having population more than
employer 7.5 % of salary for other cities 25 Lakh
b) House -Taken on leageActual lease rent of5% of 3) Medium city: if population is
rent by employer | salary, whichever igess more than 10 Lakh but not mole

than 25 Lakh

B) Furnished — if 10% of cost of furniture + 4) Furniture: includes TV, Fridge
i) Furniture- owned by | (A) as the case may be AC & other home appliances.
employer
Actual furniture hire charges 5) Salary = Basic + Bonus +
i) Furniture- hired by + (A) as applicable taxable Allowance + Commissipn
employer + DA & DP (If considered for
calculation of retirement benefifs)
C) Accommodation provided| 24% of salary or hotel rent, but excluding following:
in a Hotel whichever is less (|) Contribution of emp|0yer in
provident fund
2) Housing facility at Valuation as per Sr. No. 1 (i) Tax-free allowances &
concession rate {i.e. A/IB/IC} — Amount valuation of Perquisites
recovered from employee
3) If mining area or Offshore: (6) Remote area means: Such plgce
If housing provided to Valuation will be tax-free which is at a distance of 40 kmlor
employees (working in Oi more from the city having
mines or project work population up to 20,000 (as pefr
area) at remote area or new Census)

offshore sites then.

Note: If an employee gets free/concession housing facility at place of transfer, in addition to old place of
posting, then least valuation of any of the houses, shall be taken as perquisites for a period of 90 days; but after
90 days, valuation of both the houses will be added & shall be treated as perquisite.
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Valuation of Facility of Motor vehicle (Car) / Driver [Sec 17 (2) (viii)]

These Perquisites became taxable after abolition of FBT w.e.f. 01/04/2009 - as per Rule 3(2)

reimbursed by the employer

I. If Motor Car is Owned by employer & running and maintenance expenses are incurred or

Usage Purpose

Perk Value

Official purposes only

No perquisite, if specified conditions are satisfied

Private purposes only

Actual expense incurred by the employer

Add: 10% p.a of Actual Cost of Car or Hire charges of Car
Add: Salary to Driver

Less: Amount recovered from the employee

Partly Official & partly Private
purposes

Up to 1600CC: Rs 1,800 p.m.

Above 1600CC: Rs. 2,400 p.m.

Add: If driver is provided : Rs.900 p.m.
Less: amount recovered from employee

reimbursed by the employer

[I. If Motor Car is Owned by employee & running and maintenance expenses are incurred or

Official purposes only

No perquisite, if specified conditions are satisfied

Private purposes only

Actual expense incurred by employer as
Less : Amount recovered from the employee

Partly Official & partly Private
purposes

Actual expense incurred by employer
Less: Amount recovered from employee
Less: Up to 1600CC : Rs. 1,800 p.m.
Above 1600CC: Rs. 2,400 p.m.

Less: If driver provided : Rs. 900 p.m.

by Employee

1. If Motor Car is Owned by employer & running and maintenance expenses are incurred

Official purposes only

No perquisite, if specified conditions satisfied.

Private purposes only

10% p.a. of Actual Cost of Car or Hire charges of Car
Add: Salary to Driver (if paid by employer)
Less: Amount recovered from employee

Partly official & partly private
purposes

Up to 1600CC: Rs 600 p.m.

Above 1600CC: Rs 900 p.m.

Add: If driver is provided : Rs.900 p.m.
Less: Amount recovered from employee

Perks for ESOP Schemes (at the time of exercising the option) [Sec 17 (2) (viii)]

a)  For Listed Equities: Perk Value of listed sweat equity shares allotted or transferred free of cost or at
concessional rate shall be average of opening and closing price of shares listed on stock exchange on date

of exercise of option less any amount recovered from the employee.

b) For Unlisted Equities: Perk Value of unlisted sweat equity shares and other security allotted or

transferred free of cost or at concessional rates shall be the fair market value as determined by Category-I
Merchant Banker on the date of exercise of the option or any earlier date, not being earlier than 180 days

than the date of exercising, less amountrecovered from the employee.
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Facility of Gardener, guard, sweeper or private assistant:

As per rule 3(3): In reference to this facility, net cost incurred by the employer will be taken as valuation of
perquisites.

Interest-free loan or loan on concessional interestrates:

As perrule 3(7) (i): Ifthe employer provides loan (interest free/ concession interest rate) of Rs. 20,000 or more
to the employee or his family members, then valuation of perquisites is as follows:

The sum equal to the interest computed at the rate charged per annum by the SBI, as on the 1st day of the
relevant previous year with respectto loans for the same purpose advanced by it. The interest shall be computed
on the max. outstanding monthly balance.

Note: Valuation of loan taken for the treatment of serious illness (notified in rule 3(4)), will be zero.
Facility of computer or other movable assets provided by employer :

As perrule 3(7) (vii):
(i) Laptoporcomputer provided by the employeris nottaken as perquisites.

(ii) If the employer gives the facility to an employee for using other movable assets, then valuation of
perquisites will be equivalent to 10% of cost of the movable asset or actual amount of rent,
whichever is higher.

Facility of transfer / sale of movable assets on concessional rates - As per rule 3 (7)f(thi@:employer
transfers/sells movable assets to his employee on free/ concessional rate, then its valuation = cost —
depreciation —amount paid by the employee (if any). Here depreciation is taken for every complete year, 20%
for motorcar, 50% for electronic goods and 10% for other goods.

Employer Contributioin excess of Rs.1.5Lakhto approved superannuationfund.[Sec 17(2) (vi)]

Free food and beveratmthe employee other than provided during working hour at office on business premises
orthrough paid vouchers. [rule 3(7) (iii)]

Gifts or voucheexceptwhenitis below Rs. 5000 in aggregate duringthe previousyear

Membership feeannual fees and expenditure incurred in a club, whichis charged to a credit card exceptwhen it
isincurred wholly and exclusively for business purposes

Note:

(1) As per rule 26A (2), DDO has to provide information relating to the valuation of perquisites, truly &
completely inForm No. 12BA, if salary of employee is more than Rs.1, 50,000, ébitm No. 16, if
salary of employeeislessthan Rs. 1,50,000.
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Following perquisites are taxable only in the case of specified employee

Specified employees mean employees who are either directors, or persons having substantial interest in the
company or whose taxable income under the head salary is more than Rs. 50,000.

Water, electricity & gas facility:

As per rule 3 (4): If water, electricity or gas facility is provided to employee or their family members for
domestic use, and

(a) Iffacilities provided by employer of their own resources, then net manufacturing cost to employer
will be taken for valuation of perquisites.

(b) Ifemployer provides these facilities with the help of out-side agencies, then net expenditure incurred
by employer will be taken for valuation of perquisites.

*Free or concessional educational facilities:

As per rule 3 (5): Actual expenses incurred by the employer for providing free or concession educational
facilities will be taken as valuation of perquisites, or if the employer provides these facilities by own
educational institution or other educational institutions then valuation of perquisites will be decided with
reference to cost on such education in nearby institution. If above expenses are limited up to Rs. 1000 per child
per month then valuation of perquisite is zero.

Medical ExpenseqdSec 17 (2) proviso (V)]

Medical allowance paid to an employee in cash is taxable. Reimbursement of expenditure incurred on medical
treatment of an employee or his family member in a hospital (other than a hospital maintained by the employer
or Govt. approved hospital) exceeding Rs.15, 000 in a previous year shall be a taxable perquisite.

Family for this purpose means: (i) spouse and children

(ii) Parents / brother / sisters, if wholly or mainly dependent on the individual
employee.

Tax-free Perquisites
° Medical expenses or Reimbursement to expenses for the treatment of employee & his family membersin
the Employer's own hospital or government approved hospitals.

° Premium paid in medical insurance scheme (as per section 80D) for health risk of employee & his family
members.

° Telephone facility at the residence of employee, transportation facility to the employee from house to
office/ factory.

° Providing tickets/ passes to the employees on free/ concessional rates of Railway/ Airlines.

e  As per section 10(CC): If the employer wishes he can pay the income tax payable on non-monitory
perquisites (either partially or fully) on behalf of employee to the income tax department. In this situation,
the amount paid as income tax by the employer shall not be added to the employee's salary.
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I 11 Simple Method of Income Tax Calculation for Employees

1)
)
(3)

(4)
(5)

(6)

()
(8)

First of all calculate the Taxable Salary (excluding tax free allowance such as Transport allowance,
WA, Tax free portion of HRA, PT etc.).

If you have only one house, which is self occupied and purchased/ constructed by taking home loan
then deduct the interest due on home loan max. up to 3 Lakh.

Add Income from other Sources such as Interest received from bank, NSC etc.

If any capital asset is sold during the year then calculate the Capital gain and add it.

Thus, the amount obtained will be called&sss Total Income

Gross Total Income = Total salary — Tax-free allowances — Professional tax — Interest Due on housing loan
+Income from Other sources + Capital Gain

Claim deductions (under chapter VI), as applicable, from Gross total income:-

Section80C  Investment made in GPF/PPF/LIC/NSC/ELSS/ Bank Fixed deposit (for min. 5Yr) etc.
up toamaximum limitof Rs.1.5 Lakh

Section 80CCDContribution of assessee & Employer ; toward New Pension scheme of Central Govt. up
toamax. limitof 10 % of salary (Pay + Grade Pay + DA), allowed separately.

80CCD(IB)  Investment in NPS upto Rs 50000/- can be claimed in deduction in addition to over
alllimitof Rs. 1.5.lacu/s 80 CCE

Section 80CCEAggregate amount of investment made under section 80C, 80CCC & 80CCD(1) should
not be more than Rs.1.5 Lakh but excluding contribution of employer towards NPS up
toamax. limitof 10 % of salary

Section 80CCGDeduction to an extent of max Rs. 25,000 be allowed from gross total income in respect
of investment in specified listed equities in Rajiv Gandhi equity scheme to new retail
investor.

Section80D  Medical Insurance Premium up to Rs. 15,000 for the health of self/wife, children &
Additional Rs. 15,000 (Rs. 20,000 for Sr. citizens) will be allowed for Medical Insurance
for mother, father from FY 08-09

Section80DD Expenses on Insurance Premium or treatment of dependent disables

Section80E  Interestpaid on education loan for higher education of Self/ Spouse /Children

Section80G Donations givento PM/ CM relief funds and others

Section 80TTA Interest received from savings account of bank//PO up to Rs.10,000

CalculateTaxable Income as:

Total taxable income = Gross total income — Deduction from Sec. 80C to 80U.

Calculate income tax by new applicable rates and add 3% Education cess on it and if total income is
up to Rs. 5 Lakh thededuct rebate up to Rs. 2000 u/s 874 and you will get amount of net tax

payable.
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Deduct Calculate

_ Income Tax
Deduct : Deduct : Add: Eligible by

Tax Due Income deduction prescribed
Free interest from Othe u/s rate on this
Allow-any on sources & 80C amount &

Housing Capital to Add: 3%

Loan Gains 80U Education

Cess




Example: If during the financial year 2016-17, Mr. Ram Kumar Sharma of Nagpur received :

BASIC PAY 3,00,000 LIC 35,000
Grade Pay 1,00,000 NPS 58,000
DA 1,80,000 Children Tuition Fees 50,000
CLA 2,880 Donation u/s 80G 5,000
HRA 30,000 Health insurance u/s 80D 15,000
TA 19,200 Bank Fixed Deposit 25,000

He has paid Rs. 2500 as professional tax and Rs. 82,000 as house rent. Interest accrued housing loan taken by
him Rs. 9,000 & repaid 40,000 as Principal of housing loan. Interest received savings bank account
Rs. 16700 and invested Rs. 40,000 in Rajiv Ghandhi EquityScheme separately, Employer contributed Rs.

58,000 in new pension scheme. Calculate the IT payable in this case..

Solution:
(1) Add all receipts as salary -
Basic + Gr Pay + DA + CLA + HRA +TA + NPS =

3,00,000 + 1,00,000 + 1,380,000 + 2,880 + 30,000 + 19,200 + 5800
Deduct: Tax-free allowance u/s 10
(a) Transport Allowance @ Rs.1600 p.m. 19,200
(b) Calculation of Tax free Portion of HRA
() HRA Received 30,000
(i) Rent paid — 10% of Basic+Gr.Pay +DA
(82000) - (58,000) 2¢
(i) 40% of Basic + DP + DA(3,00,000 + 1,00,000 + 180,000) 2,3
Tax free portion of HRA i.e. Minimum of (i) (ii) & (iii)............ 24,000
Deduct: Tax free allowances u/s 10 (HRA+ TA)......ccoocvveviiinieeennnnnn.
Deduct Professional Tax u/s 16(iii) 2,50
(2) Income from Salary Head
(3) Deduct Income form House Property : Due Interest on borrowed capital
(4) Add: Income From Other Sources (Savings bank account Interes
(5) Gross Total Income
(6) Deductions u/c VI A
(@) Investment made U/Sec 80C —

LIC Premium 35,000
Payment of Housing Loan Principal 40,000
Tuition Fees 50,000
5 year Bank Fixed Deposit 25,000
Total Investment U/S 80C 1,50,000
(b) Contribution of employee u/s 80CCD (IB) 50,000
( C) Contribution of employer u/s 80CCD (2) 58,000
(d) Premium paid for Mediclaim policy u/s 80D 15,000
(f) Donation u/s 80G (100%) 5,000
(g) Deduction u/s 80CCG Raiv Gandhi equity 20,000

(h) Deduction u/s 80 TTA — Interest from Savings account 10,000
_ Total permissible Deduction U/c VI Ai.e. total of (a)(b)(c)(d)(e)(f)(g)&(h)
(7) Total Income  (TaXable).... oo e

(8) Total Tax (i) First Rs.2,50,000 --------------- Nil

(i) Next Rs. 40,980 10 % Rs. 4098
(9) Deduct: Rebate intax U/s 87 A .o
(10) Net Tax payable for the Fy 2015-16 will be (3,408 + 102)
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Gross Salary

6,90,080

-43,200

-2,500
6,44,380

-19,000

16,700
6,42,080

3,08,000
3,34,080

8408
5000

3510
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I 12 Provision of Income Tax for Retired Employees

(1)

(2)
®3)

(4)

(5)

(6)

()

(8)

www.abcpublication.in

Exemption in income taxfhe basic exemption limit is Rs.3,00,000 for the senior citizens (who have

attained the age of 60 years, any time in the FY starting from april 1, 2015 to Mar. 31, 2016). In case of an

individual, being a resident of Indiaged 80 years ~ or more at any time during the financial year (2015-

16), the basic exemption limitis Rs. 5,00,000.

PensionMonthly pensionis taxable.

Death cum retirement gratuitAs per section 10 (10) any Amount received by employees in Govt. and

local corporations, death-cum-retirement gratuity will be tax-free without any limit. For other

employees, maximum tax-free amount will be Rs.10 Lakh or 15 days wages for every completed year of

service calculated on last drawn wages, whichever is higher.

Commutation of pension

(i) Section 10 (10A (I)): Amount received in the form of commutation of pension by employees in
Govt. & Local Corporations will be totally tax-free.

(i) Section 10 (10A(ii)): Tax-free amount for other employees are as following:
(a) If gratuity received : 1/3 of commutation of pension
(b) If gratuity notreceived : 1/2 of commutation of pension

(i) Section 10 (10A (iii)): Commutation amount received frolaevan Suraksha Policy of LIC  will be
totally tax-free but pension amount from this scheme will be taxable.

Encashmentofleave orleave salary as per Section 10 (10AA):

(A) Amount obtained from encashment of leave during service is taxable.

(B) Amount obtained from encashment of leave at the time of retirement, resignation or death will be
totally tax-free. For other employees tax-free amount will be the least of the following as per section
10 (10AA) (i)
e Actualreceiptofencashmentofleave
e Balanceleave @ 30daysperyear atthe time of retirementvaluation
e Average salary of 10 months [average Monthly salary (Basic + DA) of 10 months exactly prior

toretirement]

e Rs.3,00,000

Compensation onretrenchmentas per Section 10 (10B):
As perrule atthe time of retrenchment the least value of the following will be allowed for deduction
e Actually received compensation amount
e Amountcalculated as per section 25 F (bfeifustrial Dispute Act 1947 , @ 15 days average
pay for every completed year of service or any partthere of ; in excess of six moths.
e Rs.5,00,000
However any amount received from schemes approved by Central Govt. will be fully tax-free.

Paymenton voluntary retirement: as per Section 10 (10C):

Amount received on voluntary retirement by employees of Public company or other companies, co-
operative committee, university, notified institution of State or Indian Govt., up to maximum limit of
Rs.5,00,000.

Receiptfrom providentfund as per Section 10 (11):

(1) The amount received from the approved provident fund (with interest) is totally tax-free. Accrued
interest on retired person's deposit in special schemes of post offices will be tax-free as per section 10
(15).
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I 13 calculation of Relief u/s 89 (i)

Generally, after revision of pay scale, employees receive arrears. This is the amount which was due for
payment, against previous year's salary. On account of receipt of such afteatde Income of that year

increases and generally due to slab difference, it causes a substantial increase in income tax liability. Thus
employees suffer financial losses without any mistakes on their part. To avoid such problems, IT department
allows the assessee to recalculate the income tax after adding the amount of arrears in respective year's taxablé
income and calculate, the proportionate increase in income tax liability, year wise and finally the difference is
given asrelief.

First we calculate tax liability increased due to the addition of arrears in the current year income & then
calculate (sum of) Tax liability increased due to addition of arrears, in the respective previous year's taxable
income. The difference of X-Yis calledlief ,i.e., relieffrom the payment of the excess amount of tax, whichis
finally adjusted from currentyear's total tax liability calculated including arrears.

Method of calculation of relief u/s 89(i)
First of all divide arrears year wise (in the year it was due for payment). Collect the information of total taxable
income, investment and deduction allowed and the information of rates of income tax applicable in previous
years. Now calculate the relief of 89(i) by putting correct information in Table A & Annexure b1k no.
10E.

(1) Calculatethetotalincome of currentyear withoutadding arrears A
(2) Writetheamountofarrears B
(3) Calculate the totalincome by adding (A) & (B) C
(4) Calculate taxonthe totalincome (C) D
(5) Calculatetaxoncurrentyearincome (A) E
(6) Calculatethe difference between (D) & (E). This will be the net tax

liability on account of arrears as per currentrates (X=D-E) X

(7) Nowassumingthatarrears would have beenreceived inthe previousyears,
calculate the net tax liability which would have been arisen in that previous year
This can be calculated by substituting correctinformationin Table AofForm 10E Y
(8) Nowcalculate Z=X-Y. Thiswill be the reliefamount u/s 89(i)
& will be deducted from total taxability of current year, calculated incl. Arrears 4

Example: Suppose an employee Mr. Ashok Sharma receives salary as per following in year 2016-17

Basic 2,90,000 | Investment done * GPF 48,000
Grade Pay 63,800 | * Donation in P.M. Relief Fund 800
DA 2,66,000 | * Tuition Fees 7,250
HRA 15,000 | * Bank Fixed deposit 20,000
TA 19,200 | * Other LIC Premium 60,000
ARREARS 75,000 | * Interest on NSC 1,750
TOTAL SALARY 7,29,000 | * Repayment of House Loan 13,000

Other than this Ashok Sharma has paid Rs. 60,000 as house rent, Rs. 2,500 as P.T., house loan Principle Rs.
13,000 is paid & accrued interest on house loan for 12-13 is Rs. 36,000, which is not paid in actual. And
Interest of Rs. 1200 earned against Bank Fixed Deposits. Arrears of Rs. 75,000 earned, details as follows:

Related year's total

S.N. | Particular year of Arrear | Arrears .
taxable income

So calculate the relief under

! 2007-08 33,000 1,03,850 section 89 (i) and total income
2. 2008-09 12,500 1,45,230 tax payable in FY 2014-15
3. 2009-10 13,250 1,55,250

4 2010-11 14,250 1,65,450

__ www.abcpublication.in .
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Statement of Taxable Income & Net Tax Payable For The Financial Year 2016 -17

Ashok Sharma
Asstt. Teacher

Name
Designation

Father’s name
Place

Shri K. Sharma
Nagpur

A: INCOME FROM SALARY HEAD
Total Receipt
2,90,000
63,800
2,66,000

1. BASIC PAY
2. Gr. Pay
3. DA.

6.LTC
7. other
8. Bonus
4. H.R.A. 15,000 9. ARREARS (P.Y.)
5. Con. All. 19,200 10. IR
11. ADD: Valuation Of Perquisites U/S 17(2) From Income Tax
12. LESS: Allowances To The Extent Exempt (U/S 10)
(& LTC Con. All. WA
19,200 0
(b) Less:HRAuU/s 10(13A) & rule 2A
(i) Actual Received
(i) Rent Paid —10% (Basic + DA+GP) (60000-41980 )
(iii) 40/50% of Salary (Basic + DA+GP)
13. LESS : U/S 16(iii) Professional Tax
14. Income under the Head of Salary
B: INCOME FROM HOUSE PROPERTY (Self Occupied Or Let-out)
1. Interest on House Loan U/S 24 36,000
C: INCOME FROM OTHER SOURCES
i. Bank/ Post Office Interest
ii. NSC Interest
: INCOME FROM BUSINESS HEAD 0
INCOME FROM CAPITAL GAIN 0
GROSS TOTAL INCOME
. DEDUCTION UNDER CHAPTER VIA
a. u/s 80C : Investment by assessee in following scheme
i. GPF/PPF
ii. LIC+GIS+PLI+ULIP
ii. Interest on NSC
iv. Children tuition fees
v. Repayment of House Loan (PRINCIPLE)
vi. Bank Fixed Deposit
SUB TOTAL

15,000
15,000
18,020
167,920
2,500

1,200
1,750

® T mo

b. LESS : Deduction u/s CCE (i+ii+iii) Maximum Rs. 1,00,000
c. U/s 80 TTA: Interest from Bank
d. U/s 80 G : Donation
Total
H: TOTAL INCOME (TAXABLE) ROUNDED OFF TO MULTIPLE OF 10

I. TAX ON TOTAL INCOME (CALCULATION OF TAX )

J. DEDUCT REBATE OF INCOME-TAX U/S 87 A ...cuvvirininiiiiiiiiiiiiiininnns

K. TOTAL TAX PAYABLE
L. ADD: EDUCATION CESS 3%
M. LESS : RELIEF U/S 89(i)

N. NET TAX PAYABLE

.....................................................................................

Total Receipt

0
0
0

75,000 GROSS

0 SALARY¥,29,000
0
(-) 34,200

19,200

(-) 2,500
6,92,300
(-)36,000

2,950

6,59,250

gross amount
48,000
60,000
1,750
7,250
13,000
20,000
1,50,000

1,50,000
1200
800
1,52,000
5,07,250

26,450
794

(-) 4,214
23,034
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Form No. 10 E
Particulars of income under section 192 (2A) for year ending March 31, 2016 for claming relief
under section 89(i) by a Government Employee

1. Name & address of the Employee ASHOK SHARMA
2. PAN APPLIED
3. Residential Status INDIVIDUAL

Particulars of Income referred to the rule 21A of the Income Tax Rules 1962 during the previous year
relevant to assessment year 2016-2017

1. (a) Salary received in arrears in accordance with the provision of rule 21A(2) 75,000
(b) Payment in the nature of gratuity in accordance with the prov.of rule 21A(3) Nil
(c) Payment in the nature of compensation in accordance with the Provo rule 21A (4) Nil
(d) Payment in commutation of pension in accordance with the Provo rule 21A (5) Nil

2. Detailed particulars of payments referred to above may be given in annexure

*kkkk

Signature of Employee

VERIFICATION
I, ASHOK SHARMA do hereby declare that what is stated above is true to the best of my knowledge
and belief.
Verified today, the ....31st day of MARCH 2017 Fkkkk
Place : NAGPUR Date 31/03/2017 Signature of Employee
TABLE A
Salary
. Total Received Tax on Tax on
: income of | . Total
Previous yepr in Arrears . Total Total
: . the income . . .
(financial of the . income income | Difference
relevant increased
year) . Relevant as per as per
previous . by Arrears
Previous col.2 col.4
year
year
1 2 3 4 =2+3 5 6 7=6-5
2007-08 1,05,850 35,000 1,40,850 0 3178 3178
2008-09 1,45,230 12,500 1,57,730 0 796 796
2009-10 1,55,250 13,250 1,68,500 0 876 876
2010-11 1,65,450 14,250 1,79,700 561 2029 1468
TOTAL 75,000 TOTAL 6318
ANNEXURE — 1 ARREARS SALARY
1. Total income (excluding salary received in arrears) 4,32,250
2. Salary received in arrears (total) 75,000
3. Total income (as increased by salary received in arrear as per item 2) 5,07,250
4. Tax on total income (as per item 3) incl Edu.cess @3% 27,242
5. Tax on total income (as per item 1) incl Edu.cess @3% 16,711
6. Tax on salary received in arrears (diff. 4-5) 10,531
7. Tax computed in accordance with taté (as per Col.7 of table A) 6,318
8. Relief under section 89(1) (diff. 6 & 7) 4,213
Date : 31/03/2017 Signature of Employee Frk
Place: NAGPUR Name : ASHOK SHARMA
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I 14 Responsibilities of DDO towards TDS on Salary

As

per section 192 of Income Tax Act 1961, DDO has been authorised for deducting tax at source while

disbursing salaries to employee. Some important provisions are as under:

(1)

(2)

®3)

(4)

()

(6)
()

Calculation of monthly TDS (Income tax):

Calculate annual income tax payable from estimated salary and other income (reported if any by
employee), considering the investment planning and change in DArates. Itis the responsibility of DDO
to deductthe TDS at average rate ofincome tax as applicable, before disbursing the salary. However, U/s
192 (2A) the DDO can allow relief u/s 89(i) to employee, if claimed against the arrears. If DDO fails to
deduct the whole or any part of the tax at source then u/s 201(1A) DDO shall be liable to pay simple
interest @ 1% every month or part thereof on the amount of such tax from the date on which such tax was
deductible to the date on which such tax was deducted at source.

Time limitfor depositing income taxin Govt. account:

As per rule 30(1(B)) of income tax, it is necessary to deposit the deducted income tax in Govt. account,
maximum within one week from date of deduction. If DDO is depositing the TDS in Govt. account within
the time limit, then u/s 201(1) (1A); DDO shall be liable to pay simple interest @ 1.5% monthly or part
thereof of such amount of tax. While calculating the interest, the time period will be the period between
the due date of payment of such tax and actual date of payment. If employee takes the responsibility of
paying tax, by giving in writing, then also indirectly DDO will be responsible for the payment of tax.

Issue of certificate of TDS in Form 16As per section 203, it is compulsory for DDIO issue TDS
certificate Form 16) within two month from the end of financial year, i.e., for financial year 2013-14 the
last date of issue shall be May 31, 2013. The DDO failing to issue TDS certificate in time limit, shall be
liable for a penalty of Rs.100 for each day of default, subject to the amount of TDS, under section
272A(2)(9)The Part A of Form 16 has to be downloaded from Govt. website https://www.tdscpe.gov.in

and part B may be prepared. Part A carries a unique serial no on it assigned by income tax department.

If an assessee is employed by more than one empldyring the year, each of tleenployers shall
issuePart A of the certificate iRorm 16 pertaining to the period for which such assessee was employed
with each of the employers ad»s B may be issued by each of the employers or the last employer at the
option of the assessee.

Quarterly TDS returniThe DDO has to submit the details of TDS, quarterly tdépartmentin CD

by to 15" of the following month. The Quarterly Statements are to be filed on computer media only in
accordance with rule 31A of the Income-tax Rules, 1962. In case of failure in filing of the Quarterly
Statement, the person deducting the tax shall be liable for a penalty of Rs.100 for each day of default,
under section 272A (2) (k).Further penalty of Rs.10,000 to 1 Lakh may be imposed if TDS/TCS return is
notfiled or incorrect information is given in the TDS return. However, no penalty shall be leviable where
the TDS/TCS, statement is furnished within one year from the due date, after payment of TDS/TCS,
along with fee and interestifany.

Ifany DDO is not applying for TAN or not mentioning TAN in challehen penalty can be charged up to
Rs. 10,000 as per section 272BB.

PerquisitesAs per sub-section 2C of section 192, DDO has to provide information relating to the nature
and value of perquisite in form 12BA for employees drawing salary more than Rs. 2,00,000, in other
cases, the information would have to be providetlénmn 16 to the employees, indicating the value of
perquisite.
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I 15 Income from the head of House Property

Under Section 22 of the Income Tax Income is taxed under thetheae Property with is the inherent
capacity of the property to earn income called the Annual Value of the property. The above is taxed in the
hands of the owner of the property.

15.1 House property includes:

Any building or land appurtenant may be informed of courtyard or compound forming part of the
building but not an open land

Flats, shops, office space, Factory shades, Agricultural land & Farm houses (but there should be
superstructure on the Land)

15.2 Meaning of ownership:

The name on which the property stands/Registered shall be the legal owner, but it is not
necessary that he should be the owner of the Land on which that House Property is built, like in
case of a flat.

In case of disputed property, the occupant person will be treated as the owner.
Member of Group Housing Scheme of local Govt. or Cooperative Society

15.3 Annual Value: U/s 23(1) annual value of any property will be:

As per Section 23(1) the Annual Value of property will be the sum whichever is received or is

v

v

v

receivable from the following:

The Annual value of any property is the sum of what the property might reasonably be expected to
fetchifthe property isletfromyeartoyear[Sec. 23(1) (a)]

Where the property or any part thereof is let out, the annual value of such property or part shall be the
reasonable rent for that property or part or the actual rent received or receivable, whichever is higher
[Sec.23(2) (b)].

Where the property (or part thereof) has been let out and was vacant during any part of the year & if
dueto suchvacancythe rentreceived or receivable is less than the reasonable a when for the property
(or part), thenits annual value shall be the amount so received or receivable.

15.4 Net annual valueln case of let out property, the local taxes such as Municipal tax, water & sewage tax,

Fire tax & Education Cess levied by a local authority are deductible while computing the net annual
value of the property on payment basis.

15.5 Importantfacts relating house property:

Income from Land attached to building used for Agricultural purpose will not be taxable.
If a person is living at some other place due to his profession or business and if no income has been
arisen fromthe house Property, then the annual value of the house property will be treated as Nil.

If the Assessee has only one house property which is self occupied and not earning any amount as
rent, then the annual value of such property will be Nil and no income tax will be payable whereas if
the house property has acquired or constructed by borrowed capital then the deduction for accrued
interest will be allowed as per Section 24(1).

If Assessee has more than one house property then as per Section 23(4) according to his wish annual
value of any one house property will be calculated with an assumption that it was rented.
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v. Incase of joint ownership if a house property is in the ownership of two or more persons with fixed
joint ownership, then income after allowable deduction will be taxed to the each of other owner
according to their proportionate ownership.
15.6 Deductionallowed u/s 24:
i.  Standard Deduction 30% of net annual value
ii. Deduction in respect of accrued interest on borrowed capital for acquisition construction or
repairing of house property
Situation 1: When the house property is self-occupied
a. Ifloan for acquisition/construction of house property has been taken before April 1, 1999, then
the maximum limit of allowable deduction for due interest is Rs. 30,000 otherwise it will be Rs
2.0Lakh from April1,2014.

b. Ifloan has been taken at any time for renovation, maintenance & repairs of house property, then
the maximum limit of allowable deduction for due interestis Rs. 30,000.

Situation 2: When the house property is not self occupied
The whole amount of due interest will be allowable as deduction without any upper limit when
the capital is borrowed for any purpose (cons./maint.) of house building.

15.7 The construction/acquisition of house propshoguld be completed within 5 years form the financial
year of taking borrowed capital (house loan).

15.8 If capital is borrowetor repayment of housing loan of high interest rate then also the deduction for due
interestis allowable.

15.9 The deduction of due intereanly is allowable after completion of construction/acquisition of house
property. Construction requires times, so forthat period pre-EMI is payable towards interest on borrowed
capital. The deduction for this pre-EMI will be allowed if the acquisition/construction of house property
has been completed in the same financial year, otherwise deduction against pre-EMI will be allowed in
the next five years with equal five instalments.

15.10 When loanis taken from Bank or financial institutthen EMl is first adjusted with due interest and then
balance amountis adjusted with Principal. But when a Govt. employee takes loan from employer then the
complete EMI is adjusted with Principal till full adjustment of Principal and then interest. Therefore,
Govt. employee initially does not make any payment towards interest, but he can claim deduction towards
interest on due basis as per Section 24(1) irrespective of the fact that he has not paid any amount towards
interest.

Format for calculation of Income from the head House Property
Annual value RS,
2.| Less: Tax paid during the financial year to Local RS
Administration

=

3.| Net Annual Value : (1) - (2) RS..oooviiiii
4.| Less: Allowed Deduction under Section 24 RS
a. Standard deduction (30% of Net Annual Value) | RS..........cocovviienns
b. Interest due on borrowed capital RS...ooiviiiiiiiiis
c. Total deductible Amount RS...coviiiiiiiiii

5.| Income from the head of House Property : (3)- (4)] RS...........ccocviinn ...
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I 16 Income from the head of Business or Profession

16.1 Meaning of Business or Profession:

Business: uls 2(13) Business includes any type of trade, commerce & manufacture or any adventure or
concerninthe nature of trade, commerce or manufacture. Itis not necessary that there should be a series o
transactions in a business and that it should be carried permanently. Neither repetition nor continuity of
similar transactions is necessary. Profit of an isolated transaction is also taxable under this head, provided

thatitis a venture in the nature of business or trade. In this connection, itis important that the intention of
purchase or manufacture should be to sell at a profit.

Profession: Profession means the activities for earning livelihood that require intellectual skill or manual
skills, e.qg,. the work of a lawyer, doctor, and auditor, engineer and so on. Profession includes vocation.

Vocation means activities which are performed in order to earn livelihood, e.g., brokerage, insurance
agency, music etc.

16.2 Taxableincome under the head of Business or Profession:
Profits & gains from Business & profession include following:

16.3 Important facts relating to business or profession:
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The profits & gains of any business or profession which was carried on by the assessee at any time
during the previous yeatr.

Any interest, salary, bonus, commission or remuneration due to or received by a partner of a firm
provided thatit has been allowed as deduction in computing the taxable profits of such firm.

Income from speculative transactions. (But losses from betting business have been kept separate
from normalincome)

Ifthe business of assessee isto investin securities then profit or loss incurred due to sale / purchase of
shares will be calculated under this head (but debentures will not come under this head).

Apart from the above, income of trade unions, key man insurance policy amount, specific receipts
related toimport-export, agency commission etc.

Tax is chargeable from the person who carries out the business or profession. The essential
requirement is that he should be entitled to carry out the business. It is immaterial if the Assessee
(owner of the business) carries on the business through a manager/servant/agent etc. (Sec.28)

Whether the businessis legal or illegal, the profits will be calculated under this head only (profits due
to betting, smuggling etc.)

Losses are also considered in the head of business or profession & are adjusted againstincome from

other sources. If it cannot be adjusted, then it can be carried forward to adjust income of coming
years.

Estimated orimaginary profits are not taxable.
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16.4 Expressly Disallowed Deduction

Out of the various expenses occurring on business or profession some expenses are not allowed for deduction
fromincome from the head of business or profession. Afew ofthemare :

Payment of direct taxes
Capital Expenditures
Penalty

Capital losses

Individual expenses

Payment to relatives

Interest on personal capital If the owner of the business debits any interest from his account (on personal

Cash payments

Payment of Income tax/wealth tax & related penalty or interest.
Forfixed assets such as land, building, car etc.

Any type of penalty relating to direct-indirect tax, legal-illegal business.
Lossesincurred due to sale of capital assets.

Assessee's individual expenses such as domestic expenses, life insurance
premium etc.

If the assessee is paying any unreasonable amount to his relative or sister in
concern with the business or profession, then such amount is not allowed for
deduction.

capital or loan) then such interestis not allowed for deduction.
Uls 40A (3) if payment of any expenditurgicurred after Aprill” 07 )  of more

than Rs. 20,000is made in cash (but not through a/c payee cheque or DD etc.) then

such expenditure shall g@/y (i.e.100%) disallowed excluding
(Particular situations mentioned in rule 6DD).

16.5 Expressly Allowed Deductions

Following expenses relating to business or profession are allowed for deduction:

Section

Expressly allowed deductions

Sec. 30

Building related expenses: Rent, repairing, maintenance, local taxes, insurance etc.
of building used for business or profession.

Sec. 31

Machines used for business or profession, plant, repairing of furniture, insuran¢e of
properties etc.

Sec. 32

Depreciation: Deduction of depreciation on listed value of properties, machinep
plant, furniture, vehicles, patent, copyright, trademark etc relating to business for
profession under following conditions.

e Assessee should be the owner of the property
e Property should not be used for personal purpose

e If using period of property is less than 180 days then 50% & if more than 180
days then 100% depreciation is allowed

Sec. 35(AC)
Sec. 35(CCA)
Sec. 35(CCB)

Sec. 35(D)

Expenses incurred on schemesafial & economic welfare

Expenses incurred on approvedage development programmes
Amount given to any approved agency engaged in conservatiomof/
resources & forestry.

Initial expenses: Deduction will be allowed for the expenses done prior to the sfart
of business in the form of 5 equal yearly instalments till the next 5 years. But the
initial investment should not be more than 5 % of the project cost.
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Sec.
36

Other deductions:

Insurance premium for covering risk of damage to goods

Medical insurance of employees, bonus & commission paid to employees
Contribution of employer in approved gratuity fund

Contribution of employer in approved provident or superannuation fund

Bad debt relating to business or profession (but if sanctioned old debt is received the
will be treated as income)

Expenses incurred to the employees to promote family planning as revenue expens
fully deductible where as Capital expenses incurred for same will be deductible at th
1/5 part per year for 5 years

12.5% of expenses done on approved scientific research institutions, university, colle
are allowed for deduction. (No matter whether research is related to Assessieess or
not)

Donations given which are related to business or profession

n it

ES are
e rate

g etc.

Sec.
37

Following expenditures in respect of business or profession are allowed for deductiop.

Expenses done in relation to sale purchase or manufacturing, royalty, commission fg
bringing business

Daily general expenses & also the legal expenses related to business

Legal expenses for trademark registration & trademark protection

Expenses on guesthouses, rest houses, entertainment of customers & business gug
Expenses & deposit for telephone connection

Commission & brokerage to agents, as well as claims etc.

=0

sts

Sec.
37

Expenses on inauguration & Diwali festival such as white washing, painting, lightings
prizes to employees :

Apart from above expenses, other expenses related to business or profession

Sales tax, penalty for late payments of sales tax, local commercial taxes, expenses f
appeal, excise charges etc.

or

For compensation given to employee for removing from job or in case of accident, pgnsion

gratuity, expenses on labour welfare & mandatory donations for business etc

Apart from expenses some losses are also allowed for deduction

Loss due to cash fraud done by employee, loss of goods or cash due to theft etc
Loss due to battle, natural calamities, loss due to non-payment of advance deposit
Expenses should not be of following type for getting approval of deduction

under section 37 Expenses coming under sections 30 to 36, expenses related to the
assessee business, personal expenses of assessee, expenses due for last year,
expenses prohibited by law

Sec.
37(2B)

Expenses incurred on advertisements are allowed, but expenses on souvenir & broc
political party are not allowed. Wages given to tax consultant, auditor & lawyer are
allowed for deduction.

hure of

Sec.
43B

Some expenses are allowed on the basis of actual payment (in the financial year)
Any type of Govt. tax & interest on institutional loan
Contribution in employee related fund & bonus or commission of employee
Amount Payable & Railway for use of Reall way asset
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16.6 Maintenance of accounts is compulsory, to whom?

Keeping account is necessary for calculation of income from business or profession. The basis of keeping
accountfor specific professionals & businessmen are different u/s 44AA as per the following.

(A) For (specific) Professionals
Every Person carrying out profession of law, medicine, engineering, architecture, accountancy, technical
consultancy, interior decoration, film artist, authorised representative, and company secretary or
information technology are covered under this specific category.

1

Note: Books of Account & documents is to be kept safely at least for six years after ending of assessment
year.

(B) For Businessmen and other Professionals
1.

Note: Books of A/lc & documents are to be kept safely for six years after the end of the assessment year. If
the assessee is not maintaining proper accounts, he can be penalised by Rs. 25,000 U/s 271(a).

2.

www.abcpublication.in

If the gross receipt from such profession exceeds Rs.1, 50,000 in any of the three years immediately
proceeding the previous year, or likely to exceed Rs.1, 50,000 during the previous year (current FY),
thenthe personis required to maintain the following books of accounts. Otherwise he has to maintain
the accountin such away that the assessment officer can calculate the taxable income correctly.

e Cashbook&Ledger

e Extrabookofaccountsfor medical practitioners

e Billsorreceipts against expenses (for more than Rs. 500)
e Carbon copiesofbills & receipts (for more than Rs. 25)

e Journalsifaccounts are kept by mercantile system

Persons who are carrying out the business or profession other than those mentioned at (A) above
and whose income exceeds or is likely to exceed Rs.1.2 Lakh or the total sales, turnover or gross
receipt exceeds or likely to exceed Rs. 15 Lakh in any one of the 3 immediately preceding years or

during the previous year, as the case may be, are compulsorily required to maintain such account
books as may enable the assessing officer to compute their total income as per law. No books of
accounts have been prescribed by the income tax department in this behalf. However, it is better to
keep the following books & documents:

e Cashbook, Ledger

e Billsorreceipts againstexpenses

e Journals, for keeping account by mercantile system
e Carboncopiesofbills & receipts

For businessmen who do notcome under [B (1)] category they need not keep accounts as mentioned
above. But they have to maintain cashbook & ledger. If retail businessmen, contractors &
transporters are claiming income less than the prescribed income then they also have to maintain
cashbook & ledger.
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16.7 Methods of Accounting (Sec.145)

While calculating income from business or profession, the assessee has options to go either by mercantile
system or cash system. But after selecting any particular system he has to continue the same in the future.
In mercantile system, loss & profitis calculated on the basis of receivables & payables. Whereas in cash
system assessee maintains his account books, on the basis of actual receipts & payments.

Example: A commission agent has received Rs. 2,10,000 as commission in the EY, 2011-12 which
includes Rs. 14,000 towards the commission due for the work to be completed in the FY, 2013-14 and Rs.
26,000 was due for payment towards commission for the FY, 2010-11.The Assessee has paid Rs. 8,000
towards rent for the shop for 8 months in FY, 2011-12 whereas rent for 4 months is balance for payment,
calculate his taxability in FY 2011-12.

Solution: Assessee has the option to calculate hisincome and income tax by any of the following

Mercantile System

1. Commission = actual receipt in the yeadvance + earned commission

=2,10,000 - 14,000 + 26,000 =2,22,000
2. Rent = actual payment in the year + balance payment

= 8,000 + 4,000 = 12,000
3. Total Income = Income from commission - expenses (in the form of rent)

=2,22,000 -12,000 = 2,10,000
4, Income Tax Payable on total income = 1,000

Cash System
1. Commission (actual receipts in the year) = 2,10,000
2. Rent =actual paymentin the year = 8,000
3. Total Income = Income from commission - expenses (in the form of rent)
2,10,000 - 8,000 =2,02,000

4. Income Tax Payable on total income = 200

16.8 When does auditing of accounts become mandatory u/s 44 AB ?

Audit of accounts by a CAis compulsory if annual the turn over, gross receipt from the head of business
income exceeds Rs.2 Cr., or the gross receipt from a profession exceeds Rs. 50 Lakh; orif abusinessman
professional or a truck owners having income more than basic exemption limit declaring income less
than as prescribed on presumptive basis, as per the estimated income scheme under Sec. 44AD, 44AE.

16.9 Rates of DepreciatiorThe Depreciation allowance is allowed to an assessee engaged in the business of
manufacture or production of any article or thing atfollowing rates as:

Description From Year 2005-06
Building (residential) 5%
Building (Non residential) 10%
Furniture 10%
Machinery & Plant 15%

Motor vehicle 15%
Computer 60%
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I 17 Estimated Income Scheme

For Businessmen u/s 44 (AD):

With effect from April 1, 10 i.e. from FY 2010-11, the scope of presumptive taxation is extended to all
businesses by substituting a new section 44AD. The salient features of the scheme are:

a. Thescheme shallbe applicable to individuals, HUFs and partnership firms who is resident excluding-
Limited liability partnership firms

Aperson earning income in nature of commission or brokerage, or

APerson carrying on any agency business

An assessee who is availing deductions under sections 10A, 10AA, 10B, 10BA or deduction under

any provisions of Chapter VIAunder the head@@eductions in respect of certain incomes ( 80 I4

to 80 RRB etc) inthe relevant assessmentyear.

b. The scheme is applicable for any business (excluding transporters already covered under Sec. 44AE)
whose annual gross turnover/ receipts does notexceed Rs.2

c. Thepresumptive rate of income is prescribed at 8% of gross turnover /gross receipts However, assessee
may declare higherincome in his return and then tax shall be calculated on suchincome.
For Professionals (w/s44ADA) resident professional specified u/s 44 AA, whose total gross receipt do
notexceed Rs 50lakhs, income from said profession will be computed at 50% gross receipt.

For small professionals tglADA: Estimated income scheme introduced

Estimate Income scheme for small professionals introduced having gross receipts in a financial year up
toRs. 50lakh and Incometo be estimated at 50% of the gross receipts.

For Transporters u/s 44(AE):

a. This scheme is for those transporters who have maximum 10 goods carriages and are using it for self-
business for or saf have givenit on lease or onrent during the previous year. From FY 2014-15 for all types
of vehicle (heavy/light) the assessment of income shall be done @ Rs. 7500 p.m.(or part of a month ) and
then tax shall be calculated on such income.

Estimated income scheme is applicable subject to the following conditions :
e Anassessee opting forthe above scheme shall be exempted from payment of advance tax

o Deductions towards business expenses u/s 30 to 38 shall not be allowed (depreciation, rent,
advertisement, interest, repairs etc.)

e Assessee need not maintain any books of Account under section 44AA LT Mae however the
assessee must maintain some basic books such as cash memos /bills, cashbooks etc. which will be
necessary to ascertain the amountof turn over/gross receipts.

e Incase of partnership firm, deductions are allowed on salary of partners and interest on their capital
. u/s40(b).

e Deductions under provisions of chapter VIA under the heading B Deductions in respect of certain
investment/expenditure (Sec 80C to 80GGC) and 80U are allowable.

e Ifthe assessee has any other source of income apart from this business, then it shall be computed
separately as per normal provisions, and then aggregated with estimated income and taxed
accordingly.

e If theassessesis declaringincome less than the above-prescribed rates, then they need to maintain
accountu/s 44(AA) and audit of the account shall be necessary.

e Ifneeded, assessee can declare higher income than as calculated on presumptive basis as above
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Big Relief for Small Businessman

Under new provisions a business assessee (Proprietorship/ Partnership firms/ HUF) whose total turnover (from
one or more business) is up to Rs. 2 crore will now have an option to declare income at 8% of their annual
turnover and with better tax planning he can reduce the tax liability to ZERO.:

Example:  Mohanlal is a retailer. In the financial year 2016-17 his gross receipts against sales is Rs. 55
Lakh. He has spent Rs. 24,000 as rent of the shop & Rs. 36,000 on telephone. For tax saving he
has invested Rs. 90,000 in PPF & paid Rs. 60,000 towards life insurance premium .Calculate the
income tax payable for FY 2016-17?

Solution:  Uls 44(AD) of estimated income scheme:

(i) TotallIncome =8% of total receipts =55,00,000 x 8% =Rs. 4,40,000
(i) less: Deductionu/s80C: = Rs. (-) 1,50,000
(PPF900,000+LIC60,000= 1,50,000) e
Total Taxable Income = Rs. 2,90,000
(i) TaxonTotal Income
a) Upto2,50,000 Zero Zero
b) Next 20,000 10% = 4,000
c) Less: Taxrebate u/s 87A = 4,000

Formula of Zero Income Tax

When turnover is up to 37.5 Lakh
1. Gross Total income = 8% of Rs.37.5Lakh = Rs. 3,00,000
2. Basic Exemption Limit = Rs. 2,50,000
3. Income tax payable = Nil (considering tax rebate of Rs.500Q u/s 87A)
When turnover is 81.5 Lakh
1. Gross Total income = 8% of Rs.81.5 Lakh = Rs. 6,50,000
2. Less: Deduction towards Investment u/s 80 C = Rs.1,50,000
3. Less: Interest due on house loan = Rs.2,00,000
4. Taxable income = Rs.3,00,000
5. Basic Exemption Limit = Rs 2,50,000
6. Income tax payable = Nil (considering tax rebate of Rs.500Q u/s 87A)
When turnover is 100 Lakh/ 1 crore
1. Gross Total income = 8% of Rs.100 Lakh = Rs. 8,00,000
2. Less: Deduction towards Investment u/s 80 C = Rs.1,50,000
2. Less: Interest due on house loan (if any) = Rs. 2,00,000
3. Less: Interest paid to partner for capital employed = Rs. 1,80,000
( Deduction towards payment of salary to partner, if any, can also be claimed )
5. Taxable income = Rs. 3,00,000
6. Basic Exemption Limit = Rs. 2,50,000
7. Income tax payable = Nil  (considering tax rebate of Rs.5000 u/s 87A)
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I 18 Income from the head of Capital Gain

Any Profits or Gains booked from the Transfer of Capital Assets during the previous year are chargeable to
income tax under the head Capital Gains and shall be deemed to the income of that previous year in which the
transfer takes place.

As defined in sec.2 (14) of IT act capital asset means property of any kind held by the assessee except non-
capital assets like -

i.  Stock-in-trade, consumable stores or raw materials held for the purpose of business

ii. Personal affect viz. wearing apparel, furniture, motor vehicles, etc. held for personal use of the
assessee or his family. However, jewellery is a capital asset.

iii. Agricultural land in India but excluding agricultural land situated within the jurisdiction of a
municipality or within 8 km from the local limits of such municipality

iv. Special Bearer Bonds, Gold Bonds, National Defence Bonds, Gold Deposit Bonds Agdpete
Act2007, now Capital asset would also include drawings, paintings, etc.

The scope of capital assetis being widened by including certain items held as personal effects such as
archaeological collections, drawings, paintings, sculptures or any work of art. Presently no capital
gain tax is payable in respect of transfer of personal effects as it does not fall in the definition of the
capital asset. Transfer of the above items shall now attract capital gain tax save as jewellery less
despite being a personal effect.

18.1 Short term capital gaintf the capital assets remains with the assessee for 36 months ¢iolebsted
shares and units of equity oriented mutual fund the holding period is 12 motties)income due to
transfer of this assets is calledsésrz-term capital gain.  Thisis added in to the gross total income and tax
is applicable on normalrates as perrule.

(a) Calculation of Shortterm capital gain:
1. Determine full value of received due to transfer of assets
A
2. DeductexemptionApplicable u/s 48:
(@) Expense relating to advertisement, commission, registry etc. B
(b)  Cost of acquisition
(c) Cost of improvement
3. Gross short term capital gain (X =8 -C-D)
4. Deduct exemption u/s 54/54B/54D/54G
5. Taxable short-term capitals gain (Y = X - E) Y

(b) Provisions of Taxation of Short-term capital gailthe short-term capital gain shall be treated as
normal income for the purpose of applicability of rate of income tax, except following :

After Oct 1, 2004, if any short term capital gain arises due to transfer (sale or repurchase) of listed
equity shares or units dquity Oriented Mutual fund (EOMF) within 12 months of purchase

date, thenon such gainrate of income tax will be applicable @ 15% u/s 111A, subjectto certain

conditionsas:

e Thetransactionis chargeable to Security Transaction Tax (STT).

e Deductionu/s80Cto 80 Uis notavailable in case of such shortterm capital gain.

e Rebate of STTisallowed u/s 88 E & tax on such shortterm capital gain can be set off.

e Equity Oriented Mutual Fund Come means, a fund, in which 65 % (earlier 50%) of investment
isdonein shares of domestic companies, assessed on the basis of monthly or yearly average.

mX>xoo

Note : Above provisions are applicable to the transactions meant for investment purpose only.
But if sale/purchase of equity shares (or units of EOMF) is a business activity then above relief
on taxation shall not be available & the income will be treated as business income & taxed

accordingly.
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18.2 Long Term Capital Gain :

1. When capital assets remain with assessee for more than 36 months (24 months for unlisted share and
12 months for listed share & units of equity oriented mutual fund) then the profit due to transfer of
suchassetsis considered as long-term capital gain.

2. Capitalgainduetotransfer of agricultural land inrural areas is tax-free.

3. From Oct1, 2004 onwards long term capital gain due to sale of listed shares/equity oriented mutual
fund unitsis totally tax free (shares/ units if remains with assessee for more than 12 months). Now as
perFinance Act 2014, Long term capital gain arisen up to Jul 10, 2014, due to sale/repurchase of
units of other mutual fund [u/s 10(23D)] will be taxed as per the following, (1) and (ii) whichever is
less:

() @ 10%ifbenefitofindexingis nottaken
(i) @ 20% if benefitofindexingistaken
Thereafteri.e. after 10th July 2014 onwards as per (ii) only

4. Longterm capital gains, will be taxed @ 20% after taking benefit of indexing

5. Long term capital gain cannot be adjusted against exemption U/s 80C. But if needed it can be
adjusted against basic exemption limit ofincome tax.

6. Proper value of building/land: As per section 50C actual value or the value decided by stamp
valuation officer, whichever is more, will be taken as proper value of land/building under transfer
while calculating capital gain.

7. CostlInflationIndex:

Financial Financial Financial Financial
Index Index Index Index
Year Year Year Year
108182 | 100 | 1990-91 | 182 | 1999-00 | 389 | 2909931 °%
1982-83 109 1991-92 199 2000-01 406 2010-11 711
1983-84 116 1992-93 223 2001-02 426 2011-12 785
1984-85 125 1993-94 244 2002-03 447 5012-13 852
1985-86 133 1994-95 259 2003-04 463 2013-14 939
1986-87 140 1995-96 281 2004-05 480
1987-88 | 150 | 1996-97 305 2005-06 | 497 2014-15 1024
1988-89 161 1997-98 331 2006-07 519 2015-16 1081
1989-90 172 1998-99 351 2007-08 551 2016-17 1125
Calculation of Long Term Capital Gain:
1. Fullvalue of consideration receivable due to transfer of assets A
2 Deduct following exemptions allowable u/s 48:
@) Expense related to advertisement, commission, registry etc. B
(b) Costof indexing acquisition
= Cost of acquisition X costinflation index of transfer year C
Costinflationindex of acquisition year
(c) Cost ofindexing improvement
= Cost ofimprovement X cost inflation index of transfer year D
Costinflation index of acquisition year
3. Grosslongterm capital gain (X=-C-D) X
4, Deduct exemption U/s 54/54B/54D/54EC/54ED/54F/54G E
5. Taxable long-term capital gain (Y =X-E) Y
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18.3 Exemption of Capital Gains :

U/S 54  Long-term capital gain due to transfer of residential house property:
If an assessee (individual/HUF) has purchased a house property 1 year before the transfer date or
within 2 years of transfer, or constructs one residential house in India within 3 years of transfer then,
Tax-free amount =amount of reinvestment as above or capital gain whichever is less.

U/IS54B Short/long term capital gain due to transfer of agricultural land:
If an assessee (Individual) has purchased agricultural land within 2 years of transfer then Tax-free
amount =amount of reinvestment as above or capital gain whicheveris less.

U/S54D Shortterm/ Long-term capital gain due to compulsory acquisition of industrial building or land:
If an assessee purchases land/building for industrial purpose within 3 years of transfer then
Tax-free amount =amount of reinvestment as above or capital gain whichever is less

U/S54EC Long term capital gain due to transfer of any capital assets after April 1, 2000:
If investment is made by an assessee in the long-term specified asset (bonds) such as rural
electrification corporation, NHAI capital gain bond with three year locking period, from capital
gains arising from transfer of one or more original assets during the financial year in which the
original asset or assets are transferred and in the subsequent financial year does not exceed Rs. 50
Lakh.

U/IS54F Long-term capital gains due to transfer of any property other than residential housing property:
If any house property is purchased 1 year before the transfer or within 2 years of transfer or has
constructed a house within 3 years and selling cost of transferred property is equal to or less than the
amount spent for purchase/construction of new house then total capital gain will be exempted, but if
itis more the amount spent then-

Capital gairx Costofnew house
Tax-free amount =

Amount received due to Transfer of such property

U/S54G Short/long - term capital gains due to transfer of properties while removing industrial units from
urban area:
If construction or purchase of new industrial units is done one year before the transfer date or within
three years oftransfer date inrural areathen

Tax-free amount=Amount of reinvestment as above or capital gain whicheveris less.
Exemptionuls 54,54B, 54D, 54F, 54G are applicable along with following conditions:

i. Ifinvestmentin new property is not possible in the same financial year then as per section 139(1)
before the due date of return filling, it is compulsory to deposit the capital gain by opening an
account(CGI Account scheme 1988) in any nationalised bank. If it cannot be invested in new
property before the due date then the deposited amount will be taxed accordingly. Interest will be
receivable on the deposited amount.

ii. Itis mandatory that the new property should be under the ownership of assessee for at least three
years from the date of purchase/ construction of new property this means that the sale of the new
property can be possible only after3years.
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I 19 Income From head of Other Sources

19.1 Income from other sources:

If income is not taxable under any head as house property, salary, business or profession, capital gain,
then normally it is considered under income from other sources as per section 56. This nearly includes
mainly the following:

a. After Sep.1, 2004 gifts of more than Rs. 50,000 (w.e.f. Dec 5, 2000) from non-relatives will be
taxable for the receiver

b. Investment made in bank/post office / other institution in the form of recurring / fixed deposit, NSC,
Kisanvikaspatra, NSS or Infrastructure Bond. Interest received or due on these schemes and interest
received onrefund ofincome tax

Income in the form of rent received on machinery, plant, commercial/industrial building.
Under family pension scheme, pension amount received by the dependent of expired employee
(excluding employee of armed forces)

e. Incomereceived from horseracing, lottery, crossword, TV game etc.

f.  Rentreceived from empty land, salary received by MP & MLAS royalty income, income of cricket
players, wages of examiner, &invigilator,amountreceived as renton furniture etc.

g. Commission earned by agents of post offices, LIC, UTI, mutual fund etc.

19.2 Deduction allowed on above mentioned income u/s 57

a  Amount spent for receiving interest or dividend or any other income and interest due
on borrowed capital for investment

b Amount spent for repairs & depreciation insurance of machinery, plant, industrial/
commercial building

¢ Under family pension scheme 1/3 part of received yearly pension or Rs.15, 000
whichever is less

19.3 Dividend:
Dividend received from noted mutual fund or UTI u/s 10(35) and dividend received from Indian domestic
companies u/s10 (34) will be totally tax free for investors.

19.4 Interest:
As per section 56(2) if account system is opted on receipt basis then the income tax on interest will be due
only after actual receipts otherwise on due basis
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Provisions of Income Tax on Gifts
Any person (HUF, Individual) receiving more than Rs. 50,000 (after Jul 4, 2006) in ayear (This limitwas Rs.
25,000 (for a period between Sep 1, 2004 to Jul 4, 2006), from non relatives, without any consideration then the
amount of gift will be added to taxable income.

Relativesmeans:
(i) Lifepartner
(i) Brother/sisterof self
(i) Brother/sister of life partner
(iif) Brother/sister of parents of self and life partner
(iv) LinearAscendantor Descendant of self & life partner
(v) Life partners of above mentioned (i), (ii), & (iii)

Excluding following gifts :
(1) Giftreceivedinmarriage
(i) Giftreceivedthroughwill orancestralreasons
(ii) Gift received on death of assessee

Provisions regarding Taxation of certain transactions without consideration or with an inadequate
consideration as income from other sources (section 56 of the Income-tax Act) is amended to provide that the
value of any property received this way will also be included in the computation of total income of the recipient.
such properties will include immovable property like land or building or both, shares and securities, jewellery,
archaeological collections, drawings, paintings, sculptures or any work of art.

1. Inacasewhereammovable propertyis:

() Received without consideration and the stamp duty value of such property exceeds Rs. 50,000, the
whole of the stamp duty value of such property shall be taxed as the income of the recipient.

(i) Received for a consideration which is less than the stamp duty value of the property and the
difference between the two exceeds Rs. 50,000 (inadequate consideration), then the difference
between the stamp duty value of such property and such consideration shall be taxed as the income of
the recipientThis provision is withdrawn from date of effect.

2. Inacasewhergovable propertyis:

(i) Received without consideration and the aggregate fair market value of such property exceeds Rs.
50,000, the whole of the aggregate fair market value (as on the date of receipt) of such property shall
be taxed as the income of the recipient.

(i) Received for a consideration which is less than the aggregate fair market value (as on the date of
receipt) of the property and the difference between the two exceeds Rs. 50,000 then the difference
between the fair market value of such property and such consideration shall be taxed as the income of
therecipient.

The above amendment is effective from Oct 1, 2009 and will accordingly apply for transactions undertaken on
or after such date.
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I 20 Provisions of Income Tax for Post Office - LIC & UTI Agents

Ad hoc deduction for post office, LIC, UTl agents from income derived by commissionis allowed as per CBDT
circular no.648 dated Mar 30, 1993 as detailed below:

Situation 1: If gross commission received in financial year is not more than Rs. 60,000 & accounting of
expenses has not been done then following deductions are allowed:

S.N Particulars Amount of std. deduction
(A)| Agents of Post office, mutual fund, UTI Up to 50% of comm. received
(B)| LIC agent

(i) First year commission

(i) Renewal commission Up to 50% of comm. received
(iii) If accounting of above is not kept separately Up to 15% of comm. received
(iv) Bonus commission Up to 33.3% of com. received

No deduction
Note—for LIC agent max. Deductionin respect of (i) (ii) (iii) is allowed up to Rs. 20,000

Situation 2: If all situations other than situation 1, tax assessment officer can allow deduction up to the limit of
actual expenses.

Example: Mr. Sharma is an LIC agent, whose income in the year 2016-17 is as follows. -

A)  Income from commission

(i) Firstyear commission = Rs. 3,00,000
(ii) Remnewal commission = Rs. 40,000
(iii) Bonus commission = Rs 5,000
B)  Income from other sources (Interest of bank/NSC) = Rs. 65,000
C) LICpremium paid = Rs. 30,000
Calculate the Income Tax Payable?
Solution:
(i) Totallncome  3,00,000+ 40,000+ 5,000 +65,000 = 4,10,000
(i) ad hoc deduction on commissiemot granted as the total commission is > Rs.60,000.
So deduction of actual expenses can be allowed if accounts are maintained properly as:
a) Transportation expenses = 20,000
b) officerent = 60,000
c) telephone and electricity charges = 30,000
Total Deduction =(-)1,10,000
(iii) Gross TotalIncome = 3,00,000
(iv) Deductioninrespectof LIC premium paid =(-) 30,000
(v) Total Taxable Income = 2,70,000
(vi) Total Income Tax
1%2,50,000 =Nil
Next 20,000 @ 10% =20000 = 2000
(vii) Incometaxrebateu/s87A = 2000
(b) (viii) Nettax payable = Nil
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I 21 Carry Forward & Set Off of Losses

Generally, losses can occur from the heads of house property, business or profession, capital gain & other
sources but not from the salary head. As far as possible, losses can be adjusted head- wise in the same financig
year but if losses are more, then they can be adjusted against the profits of coming 8 assessment years as per th
provision described in section 70 to 80. Brief ofimportant provisions are as under:

Nature of Incomp Set-off Carry Forward & Set - Off
Same Head Another Head C/F Years Against whom
1 Salaries Yes Yes No NA NA
2 House Property Yes Yes Yes 8 years Same head
Speculation, Business/ No No Yes 4 years Same head
Specified Bus 35AD
3 Unabs. Depreciation/ Yes Yes Yes No limit Any income

Cap. Exp. on SR/FP

Non Speculative Business or  Yes Yes Yes 8 years Same head
Profession Except Salaries

4 Long term Capital Gains No No Yes 8 years Same item
Short term Capital Gains Yes No Yes 8 years Same head
Owning/Maintaining race No No Yes 4 years Same item
horses

5 Lotteries / Crossword Puzzles No No No NA NA
etc.
Income From Other Sources  Yes Yes No NA NA

(except if exempt)

Adjustment of loss from one source with profit from other the source under the same head:

Generally, losses from different sources of one head can be adjusted against income from other sources of
same head (excluding loss from the head of capital gain) (As per sec.70)

Example: Inthe financial year 2015-16 a businessman happens to get a loss of Rs. 80,000 in garment business
and profit of Rs.3,75,000 in grocery business and made investment of Rs. 25,000 in PPF and LIC premium .
Calculate the net tax payable.
Solution:

e Thelossingarmentbusiness can be adjusted against profitin grocery business.

e Therefore,totalincome of assessee under the head of business or profession will be as under:

e Grosstotalincome from Business head = Rs 3,75;88308,000 = 2,95,000
e Investmentin PPF/LIC premium etc u/s 80C = 25,000
e Totaltaxableincome = 2,70,000
e Basicexemptionlimit ofincome tax = 2,50,000
e Taxpayable (2,70,0002,50,000=2000R 10% =2000) = 2,000
e Rebateinincometaxu/s87A = 2,000
Netthe payable = Nil

. www.abcpublication.in

D =



Nov., 2016 |

I 22 Calculation of Total Income : Deductions under Chapter VI
Total income or taxable income can be obtained after deducting the eligible deduction u/c VI Afrom the gross

totalincome
1

°

[ ]

[ ]

Following portion of gross income cannot be adjusted against deductions u/c VIA:

Long-term capital gain
Shortterm capital gain due to transfer of shares and units of mutual funds
Income arises from winning lottery & horse racing

Income of some heads related to section 115

55

2 Aggregate Sum of all deductions cannot be more than Gross Total Income
3 Investmentfor claiming deduction can be made fromincome of any financial year
Summary of important applicable deductions under chapter VI A
Section Applicable deductions
Investment in saving scheme (initially allowed u/s 88) such as sukanya Surajnidhi
80C GPF/PPF/LIC/GIS/PLI/NSC/ NABARD Bond/ ELSS, Tuition fees of children &
repayment of house loan principal, without any interim limit, maximum up to a limit gf
Rs.1.5 Lakh including Bank FD for 5 years or more
80CCC Premium amount deposited in pension scheme of Govt./private insurance co., maximum
up to Rs. 1.5 Lakhy early
80CCD Contribution of assessee and employer in pension scheme of Central Govt., up to g limit
of 10% of salary ( Pay + GP + DA)
80CCD (IB) Investment in NPS upto Rs 50000/- can be claimed in deduction in addition to over,
all limit of Rs. 1.5. lac u/s 80 CCE
Investment done u/s 80C,80CCC& 80CCD combined should not be more than Rs 1.5
80CCE | | akh but excluding contribution of employer towards NPS up to 10 % of salary
The deduction to be allowed from the gross total income in respect of 50% of the amount
80CCG | invested in specified listed equities in Rajiv Gandhi Equity Scheme to new retail investor
subject to the maximum Rs. 25,06@0m FY 12-13
Premium paid for medical insurance scheme for self husband/wife or children majimum
80D up to Rs.15, 000 & Additional Rs. 15,000 will be allowed for Medical Insurance for
mother, father from FY 08 - 09 (but if age of insured person is more than 65, then
maximum up to Rs. 20, 000)
Deduction of Rs.50, 000 against expenses or insurance premium occurred on treatment of
80DD dependent disable deduction of Rs. 1 Lakh from Financial year 2010 allowed (in cgse of
serious disability. No matter actual expenses may be less.)
80E Payment of Interest of education loan taken for higher education of self or spouse or
children - without any maximum limit of payment
80G Donation given in PM/CM relief fund, National Defence fund etc., are fully exempted.
80 TTA Interest from savings accounts (in Bank / post office) is deductible subject to a
maximum of Rs.10, 000 for individual and HUF
80U If an assessee is completely blind or physically or mentally disabled
permanently then deduction of Rs. 50,000 is allowed

__ www.abcpublication.in




56 | Income Tax and Investments

22.1 Details of deductions allowed u/s 80C :
From F.Y. 2014-15, under section 80C, an individual & HUF can claim a deduction up to Rs. 1.5
Lakh for the investments/expenses made (without any interim limit) in the specified savings
scheme/head of expenses . Here it is also not necessary that investment in these schemes should be
done from the income earned in the same year.

Limit of investment applicable
u/s 80C
in financial year 2015-16

Important schemes/head
for investment/ expenses

Contribution of employee in GPF/CPF/PPF in the name

of self, spouse and children Max up to Rs.1,50,000

Investment against purchase of NSC, due interest on

earlier purchased NSC (excluding interest Bf/8ar) Max up to Rs.1,50,000

Premium paid during the year in a Life insurance schemg
of Govt./Private insurance Co., postal insurance & ULIP
scheme of UTI for self husband/ wife & children
(married-unmarried & major/minor) maximum up to limit Max up to Rs.1,50,000
of 20% of (SA), for policies issued up to March 31, 2012|and

10% of SAfor policies issued after Apr 1, 2012 but in cage
of disabled persons, it is 15% of SAw.e.f. Apr 1, 2013 .

Repayment of housing loan (taken for purchase
/construction of house from approved institution)
principal & necessary expenses as stamp duty, registratjon
fees etc.

Max up to Rs.1,50,000

Amount paid in the form of tuition fees of a child
studying in college, university, school or other
educational institute (excluding development fee or
donation fee) deduction applicable up to 2 children only

Max up to Rs.1,50,000

Investment for 5 years & above in

Scheduled Bank / Post office as Fixed Deposit Max up to Rs.1,50,000

Equity linked tax saving scheme of mutual fund Max up to Rs.1,50,000
Sr. Citizen Deposit Scheme of Post office Max up to Rs.1,50,000
Investment in Sukanya Samridhi accounts for girls Max up to Rs.1,50,000

22.2 Section80CCC: Deductions relating to investmentdone in pension fund:
Investment in Pension scheme of LIC or Annuity Pension scheme of approved private insurance
company, up to max Rs.1,50,000 is allowed as deduction. Amount received by an assessee or his
nominee as pension, bonus or interest will be fully taxable in the receiving year. Investment made under
this scheme, cannot be claimed u/s 80C again.
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22.3 Section 80CCDContribution by Governement employee contribution (employed after April 1, 2004)/
private employee (employed any timaserted byFinance Act 2014 ) | any other person inserted by
finance act 2009) and employer (in assessee's pension account) in notified pension scheme will be
allowed as deduction, to individual assessee. The deduction shall be allowed to the maximume limit of
10% of salary (Pay+DP+DA) for employee and 10 % of gross total income, in case of any other person.
Amount deposited by employer in assessee's notified pension account shall also be eligible for deduction
up to 10% of salary, separately, further this deduction shall be additional to the overall limit of 1.5 Lakh
u/s 80CCE
Example: Rs.15,000 is contributed by employee and employer, separately and if 10% of (Basic+DP+DA)
is equal to Rs. 12,500, then total deduction of Rs.25,000 will be admissible. And out of which Rs.12,500
(employee contribution) is within limit of Rs.1.5 Lakh and remaining Rs. 12,500 (employer contribution)
would be within Rs.1.5 Lakhu/s 8O0CCE.

Additional deduction to allindividuals of Rs. 50000 for investmentin NPS u/s 80CCD(1B)

Anew section 80CCD (1B) has beeninserted, by which any Individual's contribution up to Rs. 50,000 (in
a financial year) in NPS (new pension system), is eligible for deduction. This deduction is allowed
additionally to the overall limit of deduction of Rs.1.5 lakh under Section 80CCE. The deduction is also
additional to the deduction allowed u/s 80 CCD up to 10 % of salary and 80 CCD where employer's
contributionis allowed up to max 10% of Basic+DA. For more clairity pl refer following table

SN Section Category of assessee Limit of deductipn Remarks
Govt employee joined after 10% of salary Under over
Apri 2004 all limit of
1 80CCD(1) Private employee joined any time 10% of salary Rs.15 lakh
5 A
Self employed individual 10% of Gross total | \;s'gg cCE
income
2 80CCD(1A) Omitted by Finance Act 2015
3 80CCD(1B) Any Ind|V|_duaI - including Govt / Max. Rs.50000 In addlfuo_n
Private Employee to the limit
Govt / Private Employee deduction of
4 80CCD(2) towards Employes contribution in | Max. 10% of salary | Rs.1.5 lakh
NPS u/s 80 CCE

Note—here Salary = Basic pay + Dearness allowance (DA)

Thus an employee can take advantage of deduction from taxable income towards investment in NPS for
maximum up to Rs.50000, u/s 80CCD (1B) and up to 10% of salary towards employers' contribution, u/s
80CCD (2) in addition to Rs.1.5 lakh towards self contribution in NPS u/s 80CCD (1); simultaneously, in
any financial year but the employee has to make investment separately for towards each section and
further these deductions cannot be claimed further in any other section.

22.4 Section 80CCE: Overall limit of deductions u/s 80 C, 80 CCC, 80 Th®&investments made u/s 80C,
80CCC and 80CCD (excluding contribution of employer in new pension scheme up to 10% of Basic+DA
andinvestmentu®0CCD (2) )shallbe eligible for deduction up to limitof Rs.1.5 Lakh, in total.

22.5 Section 80CCFA provision of deducting Rs. 20,000 was available for investmentin infrastructure bond
butthis provision has beeitscontinued formthe FY 11-12.

22.6 Section 80CCGRajiv Gandhi Equity Saving Scheme was introduced in the budget (2012-13) by the
former Finance Minister. This is first of its kind scheme in India which allows, the new retail investor to
investupto Rs. 50,000 directly into equity shares and units of Equity Oriented Mutual (EOMF) unds and
avail tax benefit on 50% percent of investment made directly into equity sharesi.e. deduction ofm «.
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Rs. 25,000 can be claimed under this section subject to the following conditions:

22.5 Section 80DDeduction in reference to investment made in health insurance setiRnem@ium paid for

22.6 Section 80DD: Deduction of expenses made with reference to medical treaWiigintreference to

Income Tax and Investments

(1) Thegrosstotalincome ofthe investor shall notexceed Rs. 12 Lakh forthe relevantyear
(2) Thebenefitunderthe scheme will be given to the first time investors into equity market
(3) Investments will be subjectto lock-in period of three years

(4) Ifthe assessee has claimed and has been allowed a deduction under this section for any assessmen
year in respect of any amount, he shall not be allowed any deduction under this section for any
subsequentassessmentyear

(5) The deduction is allowable for maximum three consecutive year from the date when first investment
was made underoverall maximum limitof Rs.25,000intotal

medical insurance scheme or preventive health check up for self, husband / wife, or children max.
Rs.25,000 &Additional deduction up to Rs. 25000 will be allowed for Medical Insurance for mother,

father from FY 08-09. But if the age of the insured person is more than 65 any time during FY, then max.
deduction of Rs.30,000 shall be allowe@owever, the limit of maximum deduction for payment on

account of preventive health check-up of self, spouse, parents, dependent children, in aggregate, shall be
Rs.5000.

Condition: The payment of premium of health insurance should be from the same year's taxable income
& through cheque/DD/online payment i.e. other than cash. However, the payment for preventive check
up may be inany mode including cash.

medical treatment & maintenance of dependent handicapped, in case of general disability, Rs. 75, 000 &

in case of serious disability, Rs.1,25,000 will be eligible for deduction (No matter whether the actual

expenses or investment is less). Accordingéason with Disability Act 1995, disability amounting to
than 40% is called ageneral disability & disability more than 80% is callegta®us disability

Deductions are applicable only if the following conditions are fulfilled :

(1) Assessee hasto spend amountfortreatment/rehabilitation of dependent handicapped.

(2) Assessee has invested some amount in the schemes (for benefit of handicapped person) such ag
JeevanVishwas/ JeevanAadhar scheme of LIC or approved insurance companies or Unit Trust's
scheme for disabled persons.

(3) Dependent handicapped means: Life partner, children, brother, sister or dependent parents of
assessee.

(4) Forany disability of following type the person will be assumed as handicapped:

(i) Permanent physical disability due to absence of more than (50%) one limb. Unable to hear
sound of 71 decibel or more, or permanently dumb.

(i) Ifapersonishavingl.Q. lessthan 50, then he will be assumed mentally disable. (On a test with
amean of 100 & standard deviation of 15 such as the Wechsler Scale)

(iii) Ifthe viewing capacity is as per following & cannot be cured then the blindness will be assumed
as permanent physical disability.

All with corrections by using spectacle

SN Better eye Worse eye

A | 6/60—4/60 field of vision 110- 20 3/60 to Nil

B | 3/60 to 1/60 or field of vision 100 F.C at foot to Nil

C | F.C at one foot to Nil or F.O.V. 100 F.C at one foot to Nil or F.O.V. 100
D | Total absence of sight Total absence of sight
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(5) Assessee has to produce permanent disability certificate from a competent Medical Practitioner
working in a Govt. Hospital.

(6) Assessee has to give written declaration in which it is mentioned about medical expenses &
investments made by him. But DDO cannot force assessee to produce bill or voucher against the
expenses.

22.7 Section 80DDB: Deduction of amount spent for Medical treatment of serious disease for self or
dependentperson:

1) Asperrule 11 ofincome tax, for treatment of specified illness during the year, amount actually spent
or Rs.40, 000 (for senior citizen Rs. 60, 000 and Rs 80,000 for very Sr. citizen), whichever is less,
will be allowed as deduction. If any amount is received under medical insurance policy for
treatmentof iliness, itwill also be deducted.

(2) Asperrule11DD ofincometax some ofthe specified diseases are as:

(a) Cancer (b) Thalassemia (c) Haemophilia
(d) Neurological disease (e)AIDS (f) Chronic Renal Failure

(3) Previously Assessee hasto produce a certificate in a prescribed formdf)(by specialist Doctor
ofrelated disease working in a Govt. Hospital; but now it not required from FY 15-16.

(4) Dependent person means: Life partner, children, brother, sister, dependent parents of assessee
(individual &HUF).

22.8 Section80G: Deductions related to donations given to charitable or religious institution:

(@) 100% deduction on donations is given to following institutions:
PM relief fund, National disease relief fund, Fund constituted for technical development, national
defence fund, Governor or CM relief fund, Notified educational institute or university of national
level, Notified fund by state governmentto help poor for better health, Notified district co-operative
committee in rural & urban areas to promote primary education & literacy. clean Ganga fund,
Swachh Bharat Kosh and National fund for control of drug abuse

(b) 50% deduction on donations given to following institutions:
PM drought relief fund, National Children fund, India Gandhi memorial trust, Rajeev Gandhi
Foundation.

(c) 100% deduction with condition on donations given to following institution:
Any Govt. or approved local administration, institute, association constituted for promoting family
planning etc.

(d) 50% deduction with condition on donations given to following institutions:
Any Govt. or approved local administration, institution or association constituted for providing
health other than family planning, Approved charitable institution u/s 80G (5), Notified Temple,
Mosque, Gurudwara, Churcplaces of historical, mythological & artistic importance) for their
renovation approved by Central Govt.

Condition :

Total amount of donations given to institution in (c) & (d) should not be more than 10%

of adjusted gross totalincome.

Adjusted totalincome = Gross total incoméong term capital gain-sum of deduction u/s 80CCC
to 80U (except 80G)
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22.9 Section 80E- Deduction in respect of interest paid on EducationThisideduction is allowed to an
individual assessee for loan taken for higher education of the relatives as Self, spouse, children.
Individual assessee shall be eligible to claim deduction with respect to the interest paid on loan for the
higher education u/s 80 E. The beneficiary may be dependent or independent. If the loan is taken for
higher education from approved financial or charitable institution & payment made from his taxable
income, then deduction is allowed without any upper limit subject to the following conditions:

(a) Higher education means &l fields of study, including vocational studies, pursued after
completion of schooling

(b) The deduction will be allowed for a maximum period of 8 years beginning from the year in which
payment ofinterest on the loan begins or till the interest is paid in full, whichever is earlier.

22.10 Section 80EE- Interest on Home lod»eduction of an amount maximuRs. 50000 is allowable in
respect of interest payable on Home loan, taken for acquiring of residential house property subject to
the following conditions:

e Theloanshouldbe sanctionedinFY, 2016-17

e Theamountofloanshould notexceed Rs. 35 Lakh

e Thevalue of residential property should notexceed Rs. 50 Lakh

e Theassessee does not have any residential property on the date of sanction of the loan
e Thelnterestclaimed for deduction under this section can not be claimed u/s 24

22.11 Section 80 G: Deduction inreference to payment of house rent:

Amount paid by assessee (which also : includes those employees also who are not getting house rent
allowance) as house rentis allowed for deduction for the amount whicheverisleast fromthe following:

e Rentpaid-10% of taxable income or,

e 25%oftaxableincomeor,

e Yearlyrent@ Rs 5,000 per month

For applicability of the deduction, one has to fulfil the following criteria :

(a) Assessee should not have house on his/ life partners or children's name at his wlakiag He
shall also nothave House atotherthanworljtac ~ e.

(b) Asperrule11B, assessee hasto give adeclaration in presgtibedo. 1084

22.12 Section 80GGBDonation given to political party by Indian Companies:
Donation given through cheque to political parties registered u/s section 29A and electoral trust of People
Representation Act 1951 will be fully deductible.

22.13 Section 80GGC: Donation given to political parties through Cheque by any pP@uation given to
political parties registered u/s section 29A Bfople Representation Act 1951 and electoral trust
(excluding local organisation & corporation) will be fully deductible.

22.14 Section 80TTA: Deduction of Interest of savings adeximum Rs.10,000 is allowable for individual
and HUF, in respect of interest from savings accounts in a bank or in post office however interest on time
deposit (fixed) and , recurring deposit are not eligible for deduction.

22.15 Section 80U: Deduction relating to permanent physical/ mental disalfilap assessee himself is
handicapped then in case of general disability Rs.75,000 & in case of serious disability Rs.1,25,000 will
be allowed for deduction. No matter it the amount actually spent or invested is less.As-qgerts with
Disability Act, 1995, disability more than 40% is called g8neral disability & disability of more than
80%is called aserious disability . More informationis given on page 54 u/s 80DD of this magazine.
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I 23 Agricultural Income

According to section 2(1A) agricultural income means any rent or revenue derived from the land which is
situated in India & is used for agricultural purposes. Thisincludes income earned in the form of rent by giving
the agricultural land to other person for agricultural purpose, income earned during making crop saleable,
income earned by selling of crop, income earned due to rent of the building on agricultural land

Tax on agricultural incomes per section 10(1) agricultural income is totally tax free but for slab purpose itis
added to total income if, the net agricultural income is more than Rs. 5,000 and non-agricultural income is
more than Rs. 1,00,000

Example: If Mohanlal has a total taxable income from business as Rs. 5,00,000 in the financial year 2014-15
and net agricultural income as Rs. 50,000 & he has not invested anything in tax saving scheme then what will be
the income tax payable for FY2016-17 ?

Solution:

(i) Firstofall calculate the tax liability on total (Agriculture + non-Agriculture) income
Totalincome =income from non-agricultural source +income from agricultural source
=5,00,000 + 50,000
=5,50,000
Tax liability on totalincome (including agriculturalincome) = Rs.35,000

(i) Now to calculate tax liability only on agricultural income, add amount of agricultural income to
basic exemption limit ofincome tax & calculate income tax as following:

Total agriculturalincome = Basic Exemption (IT) limit + Agriculturalincome
= Rs.2,50,000 + Rs.50,000
= Rs. 3,00,000

Tax liability on only agriculturalincome =Rs. 5,000

(iii) Since agricultural income is totally tax-free therefore deduct the tax liability increased due to
addition of agriculture income in non- agriculture income (i) as following.

Total tax payable = Tax on non-agricultural & agricultural incef@x on agriculture income
= Rs. 35,000 — Rs. 5,000
= Rs 30,000

ConclusionThus if non-agriculturalincome Rs.5,00,000 is considered then income tax liability = Rs.25,000
but after adding agricultural income 50,000 in it, the tax liability on Rs.5,50,000 increases to Rs. 35,000 due
to change in the slab. Now since agriculture income is tax free so tax liability Rs.5000 due to agriculture
income [2,00,000+50,000] needs to be subtracted from overall tax liability of Rs.35,000 and thus net tax
payable shall be Rs.30,000.

From this it can be concluded that although agricultural income is tax-free but wherever due to addition of
agriculture income, the total income increases and because of different slab of income tax, then tax liability is
affected as above
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I 24 Clubbing of Income

Under some specific conditions, it is the responsibility of the assessee to pay the income tax on such person's
income, which is directly or indirectly not the income of assessee. Description of thisincome is given in section
60to 64. Some of the important points are as following:

()  No transfer or revocable transfer of property, only transfer of income : For example. Mohan has given
authority letter to his younger brother Suresh for taking rent of his house. But if the ownership remains
with Mohan, then in this situation income of house rent will be known as income of house property to
Mohan.

@iy  Income of life partner: 1f wages are given to spouse (life partner) for his/her technical or professional
ability then they cannot be clubbed. But if the assessee transfers some of his property to his/her life
partner or daughter-in-law without taking any adequate consideration, then income from such property
will be added to the income of life partner or daughter-in-law who received the property .

(iii)  Income of minor:1f the income of minor is more than Rs.1, 500 per year then it will be clubbed with
mother's or father's income, whichever is more. Income of physically or mentally disabled child will not
be clubbed. Inthe same way, if income of child is due to his ability (such as child artist, painter etc.) then
also itwill not be clubbed with parent'sincome.

(iv) HUF:Ifany person transfers his individual property to HUF (of which he is a member) then income due
to this property will be added to the income of the person who is transferring the property.

Security Transaction Tax

Security transaction tax is applicable Since Oct 1, 2004 on turnover of transaction took place in
approved Stock exchange for transfer of shares, options, securities and sale /purchase of units of
equity Oriented mutual fund . The revised rate of STT are as under :

S.N. | Type of transaction Nature of transaction Rate Payable by
Purchase/Sale of equighares 0.1% Purchaser/Selle
1 Delivery Based Purchase of Equity Oriented Nil

Mutual Fund (EOMF)

Sale of units of
mutual fund

0.001% Seller

: . 0
2 | Non-Delivery Based Sale of equity shares, units of ~ 0.025%

EOMF Seller
Sale of an option in securities 0.017% seller
3 Option Sale of an option in securities
! 0,
when option is exercised 0.125% Purchaser
4 Future Sale of a futures in securities 0.01% Seller

Equity-Oriented Mutual Fund (EOMF) means the fund in which 65 % (earlier 50%) of investment is gone in
shares of domestic companies. It will be assessed on the basis of monthly or yearly average.
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I 25 Rate of Income Tax

(A) For an Individual, HUF, Association of Persons or Body of Individuals and every artificial person

Assessee _ Ap_plicable for _ Ap_pIicabIe for
Category Fiancial year 2015-16 Fiancial year 2016-17
Assessment Year 2016 -17 Assessment Year 201 7-18
Individual/ Taxable Income up to R2,50,000 NIL |Taxable Income up to R2,50,000 NIL
HUF/ From 2,50,001 to 5,00,000 10% From 2,50,001 to 5,00,000 10%
AOP/ From 5,00,001 to 10,00,000 20% From 5,00,001 to 10,00,000 20%
BOI Above 10,00,000 30% Above 10,00,000 30%
Taxable Income up to R3,00,000 NIL |Taxable Income up to R$,00,000 NIL
Sr citizen | £rom 3,00,001 to 5,00,000 10% From 3,00,001 to 5,00,000 10%
Agtz;SGO From 5,00,001 to 10,00,000 20% From 5,00,001 to 10,00,000 20%
Y Above 10,00,000 30% Above 10,00,000 30%
Very Taxable Income up to R§,00,000 NIL |Taxable Income up to R$,00,000 NIL
Sr citizen | From 5,00,001 to 10,00,000 20% From 5,00,001 to 10,00,000 20%
Age >80 Y | Above 10,00,000 30% Above 10,00,000 30%
Notes:

a. HerelTaxable Incomedoes notinclude the following because of having SPECIALRATE of IT as:
i) Shortterm capital gain arisen from transfer
of equities & units of equity oriented mutual fund (EOME). 15%(Sec.111A)
i) Longterm capital gain (afterindexation) 20%(Sec.112)
iii) Income fromwinning of lottery & race course competitionetc. 30% (Sec. 115BB)
b. Rateofsurcharge: @ 15% iftotalincome exceeds Rs. 1 Cr.fromFY 2016-17
c. Educationcess : @ 2% (Higher Edu.cess)+ 1% (Secondary Edu. cess)
. i.e. 3% ontotal amount of income tax payable
d. Taxrebate forsmalltax payer Aresidentindividual havingtaxableincome upto5 Lakh shallbe
entitled for atax rebate of Rs. 5,000 oramount of nettax payable, whicheverisless. (Sec.87A)

(B) For Partnership firm, LLP, Local authorities and Domestic Company:

a. Ratesoflncome Tax : 30% on total taxable income (without any slab)

1 29% iftotal turnoverin Fy 14-15 does notexceed Rs. 5 cr.

: 25% for donestic Mfg co. with no other deduction allowed
b. Rateof MAT/AMT :18.5%
c. Rate ofsurcharggr firms : 12%, iftotalincome exceeds Rs. 1 Cr.

fordomestic co.. 7%, iftaxableincome is betweenRs.1to 10 Cr.

: 12%, if taxableincomeismorethan Rs. 10Cr.

d. Educationcess :@ 2%(Higher Edu.cess)+ 1% (Secondary Edu. cess)
i.e. 3% ontotalincome tax (incl. surcharge applicable, if any)

(C) ForForeign companies:
a. Taxrate : 40%
b. Surcharge : 2% iftotalincome exceeds Rs.1 Cr. and
: 5%iftotal Income exceeds Rs.10 Crand
c. Educationcess: 3% onincometax (inclusive of surcharge)
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I 26 Rate of TDS : At a Glance

Provisions related to TDS are explained u/s 192 to 20&cime Tax Act, 1961 . Some important points are
of the Act in brief are :

The applicability of correctrate of TDS depends upon the following 3 considerations:
e Paymentisbeingmade which category ofAssessee?
e Howmuchamountisbeing paid?
e Paymentisbeing madeinwhich head (purpose)?

Rates of TDS applicable for FY2016 - 2017

S. . Threshold limit of Rate of TDS
N Section Type of Payment (Head) yearly payment (in %)
1 194A | Interest from Banking Co. 10,000 10%
194A | Int. other than from Banking Co. 5,000 10%
2 194B| Winning from Lottery 10,000 30%
3 194BB | Winning from Horse Race 10,000 30%
S 1% for HUF/
Payment to Contractors and sub Rs.30,000 in single individuals /AOP
4 194c contractors payment & /BOI
Rs.1,00,000in

2% for others

aggregate in a FY.

194C | Transport Business Contractors 0%*
5 194D | Insurance commission 15,000 10%
6 194H| Commission Brokerage 15,00( 5%
7 1941 | Rent on Plant & Machinery 1,80,000 2%
194 Rent cherThan Plant & 1.80,000 10%
Machinery
8 194J| Fees for Professional / Tech. Ser. 30,000 10%
9 204CE| TCS': Scrap No limit 1%
10 206CA TCS :Alco_holic Liquor for Human No limit 1%
Consumption
(a) mineral- coal/lignite/iron ore No limit
11 206 C (b)_lf Pa_yment is made in cash- 1%
(hBullion (Excl. weight <10 gms More than 2 Lakh w.e.f. Jul 1, 2012
(i) Jewellery More than 5 Lakh w.e.f. Jul 1, 2012
(iii) any item including service More than 2 Lakh w.e.f. Jun 1, 2016

TCS-Tax Collectionat Source

e Inthe above table, if the amount of payment is exceeds the figure mentioned as threshold limit then
only TDS shall be applicabl&or example:  Ifthe sum of interest paid by a bank, during any financial
year, ismore than Rs.10,000 then only payee bank willdeduct TDS, otherwise not.

e No surcharge and education cess shall be applicable on Basic rate of TDS for payments to all
category of deductee other than foreign company.

e Thedeductee hasto give PAN otherwise after April 1, 2010, in all such cases the rate of TDS shall be
20% or the specified rate, whichever is higher.

o Iftotalincome of deductee is less than basic exemption limit of Income Tax (i.e. for male assessee it
is Rs.1,80,000 for FY 2011-12) then he can subfaitm 15G or 15H as applicable and can get
exemption from TDS deduction.

Provisions of TDS are ambiguous so please refer Income Tax Act, 1961 for more details
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I 27 Payment of Advance Tax and Calculation of Interest

As per provisions ofncome Tax Act 1961 , every Assessee has to assess the expected tax liability, which may
arise at the end of financial year, after considering all permissible deductions. If the estimated tax liability is
more than Rs. 10,000 then the assessee has to pay Advance Tax in instalments, as per the following schedule:
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Due date for payment of Installments of Total estimated Advance Tax (in %)
Advance tax during financial For All except' A’ ' A’ -Other tax payers filing return
year under estimated income scheme u/s44AD

15" June 15%

15" September 30% i.e. total 45 %

15" December 30% i.e. total 75%

15" March 25% i.e. total 10099 upto 100%

31" March Tax due on Income,which arises aftét larch

Advance Tax can be paid by challan No. ITNS 280 at any Nationalised Bank. SBI & some other banks offer
online paymentfacility of Income Tax,

1.

27.1 Calculation of interest in case of short payment or excess payment of Income Tax

1.

Income Tax paid up to 31 March against the Income earned, in the same Financial Year is called
Advance Tax.

Generally, the Salaried Assessee need not pay Advance Tax as the Employer deducts TDS on salary|
on months basis and depositsit to in Income Tax Departmentregularly. Butif they have Income from
other than salary head due to which the tax liability increases by more than Rs. 5,000 then they may
be liable to pay Advance Tax as above.

Rate of Interest - Leviable on shortfall in payment of Tax @ 1% per month or part thereof subjectto

the following conditions.

(8) Quantum of shortfall in payment of tax should be more than 10% of total tax liability.

(b) No interest u/s 234C is leviable where the shortfall in payment of Advance Tax
instalments is on account of underestimate / non-estimation of any capital gains or winning
from lotteries, crossword prize, races etc.

(c) For the purpose of calculating interest, the amount of shortfall shall be rounded to nearest
Rs. 100, ignoring any fraction of 108or example; if shortfall is Rs. 2168, then take Rs. 2100
for calculation of interest.

Where the Advance tax paid is more than Net tax liability, the excess shall be refundable to the
Assessee. Where the excess is more than 10% of the tax assessed, the Govt. will pay interest @ 0.5%
for every month or partthereof fromth&1 day ofthe assessmentyear (1 April) to the date of grant of
refund.

[Sec.244A]
Chief Commissioners and D.G. (Investigations) are authorised to reduce or waive penal interest in
some cases.
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27.2 Interest Payable due to Deferment of Advance Tax

Advance tax is said to have been deferred if any of the instalments are not paid or paid less than the specified
amount. In case of deferment of advance taxes simple interest @1% per month shall, be payable for the period
as specifiedinfollowingtable.  [U/S234(C)]

For deferment in any of the quarter i.e} Simple interest on the/mulative amount of
June / Sept/ Dec. short fall @ 1% per month for 3 months .
For the deferment in the last quarter i.eSimple interest on th@mulative amount of
in March short fall @ 1% per month for 1IMonth

2. |Iftotal tax paid (Advance Tax + TDS) is less than the net tax liability, then interest @ 1% /month or
part thereof shall be levi able on amount of shortfall, for the period - fromthe 1 day of assessment
year (£ April) to actual date of payment of tax [U/S 234 (B)]

Example: Mr. Ram, has estimated the tax liability, for FY 2013-14 as Rs. 10,000 and
paid advance tax in 3 instalments as Rs. 3,000up to Sept. 15" 2012,
Rs.30000n  Dec.15"2022 &
Rs.4,0000n  March.15"2013.
But at the time of preparation of return the final tax liability came as Rs. 15,000. Calculate the

balance tax & interest liability to be paid on July, 10" 2013 before filing of return.

Sol: (A) Shortpaymentoftax = Nettax liability- Advance tax paid

= 15,000 - 10,000
= 5,000
(B) Interest payable due to short payment of advance tax (U/S 234Gy the end of financial year i.e.
31" March.
Due date | Cumulative tax payabld  Actually Net Interest Due
. Balance
paid
Up to 15 Sept. 15,000 x&0 = 4,500 3,000 1,500 1,500%4 x 3months: 45
Up to 15 Dec. 15,000 x660 = 9,000 6,000 3,000 3,000x% x 3months- 90
Up to 15 Mar 15,000 x10&-15,000 10,000 5,000 5,000%4 x 1months:50
Total 5,000 185
(C) Interest payable due to short paymeir the end of financial year: [U/S 234B]

Expected date of payment of short tax is July 10, 2013.
So interest payable = Short payment x 1% x  period (1 April to 10 July)

Rs. 200 =Rs. 5000 x 1% x 4 month
(D) Total tax payable on July, 10, 2013= Balance Income Tax + Interest
=5000 + (185 + 200)
= 5383
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I 28 Statement of Financial Transactions

Income tax department has made it mandatory to file statement of financial transation in the Form 61A for the
personinvolved in following special transactions:

Responsible for|

Nature and value of Transaction .
filing of Return

Cash Deposit aggregating Rs. 10 Lakh or more in a FY in Saving A/c

Cash deposit of Rs.10 Lakh for DD, pay order, baigeheque or purchase of RBI
instruments

Cash deposit aggregating Rs.50 lakh in a FY in current account(s)

Cash withdrawal aggregating Rs.50 lakh in a FY from current account(s)

Time deposit (except renewals) aggregating Rs.10 lakh or more in a FY
Payment of Rs.1lakh in cash or 10 lakh or more in a FY by Credit card holder tgq Credit Card

Bank

Credit Card issuing Agencies issuing Agencies
Receipt from any person of Rs. 10 Lakh or more in a financial year for acquiring Mutual fund/
bond/debenture/share/Units of Mutual fund issuing company
Purchase/Sale of Immovable Property for on amount (or value of stamp duty) | Registrar / Sub-
of Rs. 30 Lakh or more Registrar

Any person liable

Receipt in cash exceeding Rs.2 Lakh for sale of goods or services of any nature t0 audit u/s 44AB

So the person who are involved in above transactions should required to obtain Registration with income
tax department u/s 285BA and keep the records of the transaction and should also include the details of
above transactions in the return.

| 29 Hindu Undivided Family (HUF)

Hindus have a typical concept of family. Normally an elder person of the family acts as a chief. Other persons
residing in the house are family members. Every family member, including the chief, has the right onincome
of the family either gained through ancestors or earned by the members combined. But individually earned
income remains in that particular person’'s name who earned it & after his death he can nominate somebody as
heir through will.

Income Tax Department has given recognition to this type of family pattern. According to this, liability of
payment of income tax on income earned by individual lies with the individual but if income belongs to HUF,
then the liability of payment of income tax goes to the chief of HUF. If HUF has any source of income, then for
better Tax planning, Tax liability can be divided into individual & HUF & returns for both can be filed
separately.

Otherfacts regarding HUF are :

e Minimumtwo members are required for HUF. Daughters-in-law & unmarried daughters can also be
the members.

e Tax liability for HUF is normally same as for individual e.g. Income up to 1.8 Lakh is Tax free for
Financial Year 2011-12 etc.

e Capital of HUF can be made though ancestral property, gifts or income earned by combined efforts
of members.

e HUF canutilise its fund by way of their investment, partnership in firms or by purchasing property.

Gift should not be taken from member of HUF because of clubbing provision. But gift from non-member
relative can be taken asitdoes not attract clubbing ofincome.
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I 30 Preparation of e-TDS Return

Income Tax and Investments

From Apr 1, 2005 it is mandatory for all deductors of Central and State Governments & corporate to file
their TDS Returns on electronic medium. Return is to be filed quarterly as per the following Schedule
(Section 200(3) and provision to sub section 3 of section 206C). To enable e-filing of TDS returns, a free
TDS return preparation software along with return validation utility is available on sitessat tin-
nsdl.com. The software can be download free.

e-TDSreturnisaTDS return preparedivym No.24Q, 26Q or27Q  inelectronic media as per prescribed
data structure in either a floppy or a CD ROM. The floppy or CD ROM thus prepared should be
accompanied by a signed verificatiorAorm No.27 A

Returns can be filed through the e-TDS intermediary i.e. NSDL through the network on TIN-Facilitation
centres. The details of the same are available on www.tin.nsdl.com

Obtain and quote correct Permanent Account Numbers (PAN) of the deductee in the return. You can run
enquiry about the PAN of your deductee online.

PAN of the deductors has to be given by non-government deductors. It is essential to quote PAN of all
deductee failing which credit of tax deducted will not be given.

You can check status of the TDS/TCS return filed by you on the aforementioned websites. You can also

check whether the deductee wise tax has been credited to the ledger account of the concerned deductee.

Use challan 281 for depositof TDS/TCS but not Challan 280, 282 or 283

Quote the correct Tax Deduction Account Number (TAN), name & address of the deductor on each
challan before depositing the tax. Do not make any mistake in mentioning the Financiale year & AY.

Use separate challan to deposit tax deducted under each section and indicate the correct nature of
payment code in the relevant columnin the challan.

After the taxes are paid, the collecting bank branch will give you a counter foil as acknowledgement for
the taxes paid. Ensure that the bank has mentionedAbéan Identification Number (CIN) on the
counter foil. If not, immediately take up the matter with the bank. Verify the correctness of CIN (through
Challan Status Enquiry atww.tin.nsdl.com) before includingitinthe statement.

The challan amount mentioned in the relevant items of the statement should be exactly the same amount
as deposited through the challan. This will enable matching the challan details provided by you in the
statementwith the challan details uploaded by the banks.

Against each challan indicate the details of deductee on whose account the tax has been deducted. Eveni
the actual tax paid through the challan is higher than the amount of tax deducted on account of the
deductee, challan details should contain the amount paid as mentioned in the counter foil.

Particulars of only those employees are to be reported from the 1st quarter onwAds:#240 in
whose estimated income for the whole year is above the threshold limit and tax is deducted in each
quarterandis reported fform-24Q  from quarter onwards.

In case the estimated income for the whole year of an employee, after allowing deductions for various
savings like GPF etc. comes below the taxable limit, his particulars need not be inclu@eeid4Q

Nagpur : Ashish Data ; Office No. 207, NIT Complex, Variety Sqr. Sitabuldi, mob 93731 00088, 2520011.

e-TDS Return Preparation Facility Available at:
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I 31 Frequently Asked Question (FAQ)

0l

Ans.

02

AnNs.

03

Ans.

04

Ans.

05

Ans.

06.

Ans.

07.

Ans:
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In FY16-17, my income from salary is Rs.5.90 Lakh it Iinvested Rs.1.00 Lakh in specified tax saving

schemes shall I get tax rebate of Rs.5000 as declared in budget 2016.

Yes, because your total taxable income is (5.9-1.0=) 4.9 Lakh i.e., not exceeding Rs. 5 Lakh. So tax
rebate of Rs. 5000 u/s 87 A, shall be allowable.

In FY15-16, my income from salary may be Rs.6.50 Lakh. My employer and I have invested Rs.50,000

and 50,000 each in new pension system which is 10 % of salary. I have invested Rs.1,50,000 in PPF

how much I can claim as deduction from income?

From FY11-12, you may claim employer's contribution Rs. 50,000 in addition to the Rs.1.5 Lakh as
limit specified u/s 80 CCE, thus your income from salary shall be Rs. 6.50 Lakh + 50,000 i.e. Rs.
7,00,000 and you may claim total deduction for Rs. 2,50,000 i.e. 1,50,000 (u/s80C)(PPF) +50,000
(u/s80CCB(2))(employee contribution) + 50,000 (u/s 80CCB(IB) (employer contribution) ; thus net
taxable income shall be Rs. 4.5 Lakh.

I am a salaried employee and my taxable income (total income) (salary income +other income etc —
deductions u/s 80 C etc.) is more than 5 Lakh in FY15-16. can I file paper return through CA as usual?

No, you have tofile return electronically, but with or without digital signature as you desire.

What are the new provision for small professional CA, Engineer, Doctor; etc.?
From FY-16-17, the professional whose annual gross receipts in a financial year is up to Rs. 50 lakhs
can estimate hisincome at the rate of 50% of the gross receipts.

What are the new provisions of income tax for businessmen?
From FY16-17, the businessmen whose annual turn over is up to Rs. 2 crore can estimate his income

@8% of total turnover and file return. There is no need to maintain specific books of account. For
knowing the formula of zero income tax for those businessmen please read page 42-43 of the magazin.

I have paid interest of loan taken for higher education (B.Com) of my child and wife. Can I get
deduction under section 8OE for financial year 2016-17?

Yes, from FY 09-10, the Individual can get deduction for the Interest paid during first 8 years against
the loan taken for higher education (includit®. Com also) for his dependent or independent children

or spouse (wife / husband).

[ have paid Premium of Rs. 9,000 for Health Insurance of my wife & Premium of Rs. 20,000 for Health
Insurance of my mother (Sr. Ctz) in FY, 2015-16 through cheque than also paid Rs.6000 for preventive

health check up of selfin cash . How much amount is eligible for claiming rebate from income tax?

U/s 80D - an Amount of Rs. 14,000 {9,000+5,000(spent 6000 for health check up but allowable is
5,000)} is eligible for deduction from income & From FY08-09, in addition to above, an amount up to
Rs. 20,000is also eligible for deduction from income for health insurance of Sr. Ctz parents. Thus, total
Rs.34,000is eligible for deduction from FY15-16.
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08

Ans.:

09.

AnNs:

010.
Ans:

oll.

Ans:

01I2.
Ans:

0l3.
AnNs:

Ql4.
Ans:

015.

Ans:

Can I get deduction from income against investment made in Bank/PO fixed deposit for 3 years in the

financial year 2010-11?

No. Investment made in scheduled bank / PO as fixed deposit for 5 years & more is only eligible for
deduction u/s 80 C with overall limit of Rs.1 Lakh Including investment made under 80 CCC & 80
CCD).Loan against investment made in FD in not allowed and interest earned every year on FD, is
taxable.

Whether form 16 issued by office after downloading from website is valid?

Yes, as per circularno 4 dtd Apr 17, 2013 issued by department of Income tax, DDO hasRaissueé

of form 16 after downloading fromwww.tdscpc.gov.in., where automatic serial number shall also get
printed in“ partA’ of Form 16.

What is the penalty for not filing Income tax return andwhether returns can be filed after the due date?

Yes, returns can be filed after due date but up to the end of assessmentyeatr, i.e., for financial year 2015-
16 thereturns can be filed up to Mar 31, 2017. If returnis notfiled till this date, then penalty of Rs.5000/-
canbeimposed undersection271.

What are the Income Tax provisions for the capital gain arisen from Sales—Purchase of shares?

If share (equity) / units of equity-oriented mutual fund are sold after 1 year from purchasevdaie &
investment purpose, then capital gain, arising from such transfer will be treated as long term capital gain
and shall be fully tax-free, otherwise capital gain, will be treated as short term capital gain & taxed @
15%u/s,111A& 115AD

When is it necessary to get the accounts audited ?

Under sections 44 AB of Income Tax Act, if the total sale or receipts of a Businessman in a financial year
is more than Rs. 100 Lakh orincome from profession is more than Rs. 50 Lakh, andincome notdeclared
per estimated income scheme then auditing of accounts through Chartered Accountantis compulsory.

What is the difference between Total Income & Gross Total Income?

Summation of Income from different sources to an assessee is ¢ated Total Income and after
making deductions under section 80CCC to 80U, the balance amount is Batédcome. Itis also
called aguaxable Income.

Can deductions of House Loan Interest & HRA can be claimed at the same time ?

Yes. If you are residing in a rented house & you have purchased/constructed a house by taking loan but
because of business or service you are not residing in that house & the house is vacant (i.e. not given on
rent), thenyou can claim both house loan interestand HRA simultaneously .

[ have taken loan from my office for constructing a house but repayment is being adjusted against

principal amount. Can I claim for accrued interest on loan?
Yes. Deduction of accrued interest is allowed under section 24 for self-occupied house up to upper

limiti.e. Rs. 2.0 Lakh, means actual repayment of interest is not necessary.

__ www.abcpublication.in .




Nov, 2016 | 71

I 32 Rights/Duties of Tax Payers during Search, Seizure & Survey

Indian Income tax procedure is mainly based on Self Assessment System. Normally an assessee pays the tax to
Income Tax Department after calculating the Income Tax on his income earned. Afterwards, he provides the
information about his income & payment of Income Tax to the Income Tax Department by filing of the Income
Taxreturn. Income Tax Officials check these returns randomly.

Readers are advised to file the returns either by themselves or with the help of consultants before the due date,
every year. If they come under the criteria of filing of returns they should not forget to maintain proper
accounts, so thatthey can provide the facts & figures to the officials of IT Dept. as & when required.

Income Tax Surveys are of three types:

(1) Normal SurveyUnder section 133B, survey is being conducted for making new tax payers by moving
around house to house & shop to shop. The information is collectagtin No. 45 D .Ifthe persons are already
filing the return, then they have to mention their names, address & Pan No. etc in the prescribed columns. While
doing the survey Income Tax official can enter into any commercial establishment & can also ask the person
present to fill up thé&orm No. 45 D , but he cannot demand for account ledger for checking. If a person fails to
submit the desired information Form No. 45 D even after receiving a notice from Income Tax Department,
then he can be penalised under Sections 272AA for Rs.1,000. Assessee has the power to ask the survey office
about his Identity Card & if needed he can call his legal consultant to be present during the survey under section
22(1).

=

(2) Survey of expenses occurred on marriage partldader Section 133A (5), survey can be conducted to

collect the information regarding expenses of marriage & parties. The Income Tax officer has the power to ask
the assessee or other persons the details related to marriage or parties. He can record the statement without
giving any threat etc. Assessee has also the right to take a true copy of the recorded statement.

(3) Special SurveyUnder Section 133 A (1), detailed survey can be conducted of the commercial
establishments of a particular assessee. In this survey, the officer can enter into the commercial premises during
the business hours only. Once the survey has started then it can continue after the business hours also at other
places where accounts cash or stock could have been kept. The survey can start after sunrise & before sunse
But after start it can continue after sunset also. Income Tax Officials cannot remove or seize the stock, cash or
othervaluable goods but can evaluate the things. Premises cannot be sealed during the survey.

—

It is the moral responsibility of assessee to give full support to the investigating officer. For Non-Corporation,
penalty of Rs. 10,000 can be imposed under section 272 A(1). During the survey itself, Assessee can declare his
income &itwilldepend onthe nature of the casetosee if penalty beimposed ornot?
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I 33 Income Tax Search & Seizure

As per section 132 of Income Tax, search operation takes place only when Income Tax Department has some
strong evidence against an assessee. Either the Tax Payer is having undeclared property, income or even afte
getting anotice, he has not produced the desired info Criteria of filing of voluntary return /accounts. Competent
officer issues notice separately for search and seizure in which, name of the person (against whom the action
has to be taken) and names of the officers for search operation are mentioned.

During the search operation Income Tax Officer possesses the following power but he cannot arrest anybody:

The officers can enter into any building, place or vehicle owned by the person. They can even search

the persons coming to these areas. They can break the locks of almirahs and locker for search.
They can check the accounts & other related documents & can seize them.
They can seize cash, Gold or Silver, Jewellery above the limit presar@etcan possess jewellery

without any record as 500 gms. per married lady, 200 gms. per unmarried lady & 100 gms. per male
member). If these articles are used as Stock in Trade, then instead of seizure an inventory note is
prepared.

Rights ofthe Assessee::

An assessee may:

check the notice & identity cards of officers engaged in the search operation

check the officers before & after the search operation

keep two local persons as witnesses & if necessary, can call a doctor

remain present during search operations

appoint tax consultant, CA/ Lawyer to present his case during the search operation
ask for lady officials to check his female relatives

go for his regular work such as Pooja, taking food etc.

send his children to school after checking their schoolbags

move outside the premises with due permission of the Competent Officer

check the statements written by the Income Tax Officers

take true copies of Panchanama, Statement & other related documents

sign on the paper seal put on the seized goods. & recheck his signature at the time of breaking the

seal in court or other places
oppose against seizure of such goods, as not authorised by income tax laws
ask the competent officers to seize goods worth equivalent to the amount of income tax as may be

due and take back other seized goods under section 132 (5) after the search operation is over

Duties of the Assessee:

An assessee should:

notrestrictthe Income Tax Officials from checking his premises

handover the keys of Lockers &Almirahs for peaceful operation

introduce the persons presentin his house & theirrelation to the officers

signthe recorded statements & Panchnama after carefully reading them

notremove any thing from the premises withoutintimating the officials

give the statements as per his knowledge to the Officials

not give any unwanted evidence or any false statement. If fount, he guilty, can be penalised

under section 179/181/191 of Indian Penal Code.
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I 34 Penalties and Prosecutions

Penalties
No penalty can be imposed to the assesses without allowing a reasonable opportunity of being heard to tk
Assessee.
SN Default / Offence Penalty
1 | Default in making payment of any tax Not exceeding the amount of tax in arrears
U/S 221(1)

2 | Concealment of particulars of income orNot less than the amount of tax sought to|be
fringe benefit or furnishing inaccurate | avoided and not exceeding three times the
particulars of income for fringe benefit | amount of tax sought to be evaded.

U/S 271(1)(c)

3 | Failure to maintain prescribed books or Rs. 25,000
accounts and documents by persons U/S 271(A)
carrying on business or profession.

4 | Failure to get the accounts audited or t00.5 % of total sales, turnover or gross
furnish the audit report before the due | receipts or Rs. 1,50,000 whichever is
date for filing of return. less.

U/S 271(B)
5 | Failure to deduct tax at source Amount equal to the tax which he failed to
deduct or pay
U/S 271(C)

6 | Accepting any loan or deposit of Rs. | Amount equal to the loan or deposit so
20,000 or more otherwise than by accepted.

Account payee cheque. U/S 271(D)

7 | Failure to answer any question in Rs. 10,000
contravention of legal colligation sign U/S 272A)
any s tatement made by him or comply|
with summons.

8 | Failure to apply for allotment of Rs. 10,000
Permanent Account Number (PAN). U/S 272(B

9 | Knowingly quotes a false PAN No. in | Rs. 10,000
any document U/S 272(B)

10| Failure to apply for allotment of Tax Rs. 10,000
Deduction or Collection Account No. U/S 272B)

The penalty proceedings may be initiated either in the course of the assessment proceedings or separatel
Penalty may be imposed, if the Assessing Officer is satisfied that there is a default on the part of the assessee.
the Assessee can prove and satisfy the Assessing Officer that there was a reasonable cause for the default, th

Procedure for imposing Penalty

penalty should not be imposed exceptu/s 221(i) &271(i) (C).
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Prosecution

Any person committing the offence is liable for being prosecuted. It is not necessary that the person should be
anAssessee undéticome Tax Act.

The Chief Commissioner or Director General of Income Tax is empowered to compound an offence either
before or after the prosecution proceedings. These powers are, however, discretionary and cannot be

challengedinthe Court of Law.

SN

Offence

Punishment

1

Removal or parting with or otherwise dealing
with books of account, documents, money,
bullion, jewellery or other valuable article or
thing put under restraint during the search

Rigorous imprisonment up to two yea
and fine
(Sec. 275A)

Failure in affording the authorised officer, the
necessary facility to inspect the books of
account or other documents U/S 132(1)(iib)

Rigorous imprisonment up to two yea
and fine
(Sec. 275B)

Fraudulent removal, concealment, transfer or
delivery of any property or any interest in the
property with the intention to thwart recovery
tax

Rigorous imprisonment up to two yea
and fine

of (Sec. 276)

Failure to deposit the tax deducted at source
tax collected at source

oRigorous imprisonment up to seven
years (not less than 3 months) and fin
(Sec. 276BB)

Wilful attempt to evade any tax, penalty or
interest

Rigorous imprisonment up to seven yes
(Not less than three months) and fine
(Sec. 276C(1))

D

irs

Wilful attempt to evade the payment of any ta
penalty or interest levied under Income Tax A

citnot less than three months) and fine
(Sec 276(C)(2)

XRigorous imprisonment up to three year

Wilful failure to furnish in due time return of
income for return of fringe benefit

Rigorous imprisonment up to seven
years (not less than 3 months), and fif
(Sec.276CC)

ne.

Wilful failure to produce accounts and
documents as directed by issue of notice u/s
142(1), or to get the accounts audited as dire
u/s 142(2A)

Rigorous imprisonment up to one yea
or fine or both

cted (Sec. 276(C

Making of a statement in verification or delive
of an account or statement which is false and
which the concerned person knows or believe
to be false or does not believe to be true

nRigorous imprisonment up to three
years (not less than three months)
’S (Sec. 277)

10

Falsification of books or documents, etc. to
induce or shed any other person to evade an
tax, penalty or interest

Rigorous imprisonment up to three yea
y (not less than three months) and fine
(Sec. 277A)

"

11

Abetting or inducing another person to make
and deliver an account or statement or

declaration relating to any taxable income or
taxable fringe benefits which is false and whig

Rigorous imprisonment up to seven yes
(not less than three months) and fine

(Sec. 278)
h

Irs

he either knows or believes to be false
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Central Govt. has introduced service tax from Jul 1, 1994. Some important facts related to service tax act are a
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Service Tax

follows:

1) Noregistrationcharge

2) Deemed Registeredwithin 7 days of application

3) Servicetaxispayable onlyif cost of services has beenreceived

4) Noneed of maintaining any specific records

5) Servicetax paidto avail services is adjustable with service tax payable

6) Facility ofrefundisavailable in case of excess payment

7) ltisthe liability of service provider to pay the service taxin most of the cases

8) Rate of Service tax and date of applicability changes from time to time as follows:

Date of Applicability Tax on Net Value of Services

(&) 01-07-1994 5%

(b) 14-08-2003 8 %

(c) 10-09-2004 10 % + 2 % Education cess. Effective 10.20 %

(d) 18-04-2006 12 % + 2 % Education cess. Effective 12.24 %

(e) 01-04-2007 12 % + 3% Education cess. Effective 12.36 %

(f) 24-02-2009 10 % + 3% Education cess. Effective 10.30 %

(g) 01-04-2012 12 % + 3 Education cess. Effective 12.36 %

(h) 01-06-2015 14 % +% Education cess. Effective 14.00 %

() 15-11-2015 14 % + 05% Swachh Bharat cess (SBC) i.e. 14.5%
(I) 01-06-2016 14 % + 05%(SBC) + 0.5 krishi kalyan cess i.e. 15%

9) The basic exemption limit of total value of taxable services, chargeable to the service tax, has been
increased from zero to Rs. 4 lakh w.e.f. Apr 1, 2005.The threshold limit of service tax exemption
limit for service providers has been increased fr@ 8 Lakh to Rs. 10 Lakh agpernce Act,
2008.And first time service tax is leviable after rendering taxable services worth Rs. 10 lacks of
services.

10) Return of service tax has to be filed half yearly, in central excise office of the region, on self-
Assessmentbasis.

11) Payment of due service tax on taxable services provided by corporate assessee has to be'made by 5
Day of coming month where as individual assessee has to pay service taxon’5 day of coming month
aftereach quarter.

12) Those persons who provide more than one service can obtain service tax code on single application
& pay taxin notified banks througForm No. TR6.

13) Forlate payment, penaltyis charged @ 15 % perannum.

14) If an assesse fails to apply for registration of service tax, then a penalty of Rs. 500 can be charged
under section 75 (a) of Service Tax Act.

15) Onnon-payment of service tax, penalty @ Rs.100 to 200 per day can be charged along with interest
maximum up to the value of service tax.

16) Ifreturnisnotfiled, penalty of Rs. 1,000 can be charged.

17) W.e.f. June 1, 2016 all services, which are not covered under negative list and list of service exempt
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I 36 Whatis Goods & Service Tax (GST)?

° GST is a comprehensiViélue Added Tax (VAT)  on supply of goods & services. And shall be levied at
each sales/service pointwhen the price of sales/service increases.

° Consistent with the federal structure of the country, GST will have 2 components: one levied by the
Centre (as Central GST), and the other levied by the States (as State GST).

° Taxes paid against the Central GST shall be allowed to be takepiadax Credit (ITC) for the Central
GST and could be utilized only against the payment of Central GST. The same principle will be
applicable for the State GST. Cross utilisation of ITC between the Central GST and the State GST would,
ingeneral, not be allowed.

° Threshold exemptionis builtinto atax regime to keep small traders out of the GST net.

° Central Taxes to be merged under GST: Central Excise Duty, Additional Excise Duties, Service Tax,
Additional Customs Duty, Commonly known as Countervailing Duty (CVD) 8netial Additional
Duty of Customs (SAD)4% Surcharge, Cesses

° State Taxes to be merged under GST: VAT | Sales tax, Entertainment tax (unless it is levied by the local
bodies), Luxu y tax, Taxes on lottery, betting and gambling, State Cesses and Surcharges, Entry tax notin

lieu of Octroi.
Existing N com
Particulars Rate | Tax p:;:fll)lle Particulars Rate | Tax p:;)etfll)lle
Step | - Manufacturer to Wholesaler
Base price 1,000| Base price 1,0p0
Excise duty 8.2% 87 1,082 Central GST 8% 80 1,080
State VAT 12.5%| 135 1,217 | State GST 8% 80 1,160
Step Il - Wholesaler to Retailer
Wholesaler sale price (5 % profit) 1,278  Wholesaler sale price (5 % profit) 1,218
Central GST 8% 97
State VAT ‘ 12.5%‘ 160 Input tax credit - CGST B0
Net tax added for CGST 17 1,235
State VAT - input tax credit ‘ 135% State GST 8% o7
Input tax credit - SGST 80
Net tax Added ‘ ‘ 25 1,303 | Nettax added for SGST 17 1,253
Step Il - Retailer to Customer
Retailer sale price ( 10 % profit) 1,433 Wholesaler sale price (5 % profit) 1,378
Central GST | 8y 11
State VAT ‘ 12.5%‘ 179 Input tax credit - CGST D7
Net tax added for CGST 13 1,391
State VAT - Input tax credit | 135 State GST | d% o
Input tax credit - SGST 97
Net tax Added | | 44 1477 | Nettax added for SGST 13 1,404
Thus net reduction in price after GST may be Rs. 74 i.e. almost of 5%
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I 1 Better Investment Planning

A. Whyto Invest?

First of all identify the purpose of investment from the following:

(A) Unexpected Events (1) Natural calamity
(2) Serious iliness of self or family members
(3) Sudden death/disability due to accident

(B) Expected Events (1) For saving income tax

(2) For growth & security of wealth (money)

(3) Fixed expenditures like Children's Marriage, Education etc.

(4) Construction of Home, Purchasing of vehicle etc.

(5) Getting monthly income currently or pension for future
According to the basic rules of investment, one should investfirst to cover for unexpected eventsto secure
future of one's family. @e can set priority amongst identified purposes & then plan accordingly.

Where to invest ?

As per the purpose of investment, market survey of available options (plans) should be done by
considering the following 5 factors:

(1) RiskFactor High, Medium, Low

(2) Growthpattern Fixed or Variable

(3) Growth potential High, Medium, Low

(4) Liquidity Repurchase facility at any time or after a fixed period
(5) Income tax Liability Tax provisions at all three stagesi.e. atthe time of

initial investment, Growth and Repurchase/sale
When to invest ?

(A) Forinvesting ininsurance segment, try to invest at an early age. If the tax saving is the only purpose,
theninvestinthe name of minors so that low premium may yield more benefits.

(B) Forinvesting in mutual fund segment choosing a right time is very important. Normally one should
invest in equity linked schemes of mutual fund when the share market is near 52 week low level
(Generally once ortwice in ayear).

(C) Atthe beginning of the year one should calculate estimated income tax & invest in various plans for
the purpose of tax saving so that burden of income tax payments & investments doesn't come

together atthe end of the financial year.

What to do - After Investment

Do not forget the investment after investing and always pay due care to the information which may affect
the profitability of your investment, such as:

() National orinternational political movements

(i) National calamities (Earthquake / Flood/ Drought)

(iii) ChangeinFinancialsituations & budget, policy matters etc.

If your investment is in high-risk plans, you are advised to consult your investment consultant weekly.
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I 2 Sukanya Samriddhi Yojana

To

promote the welfare of Girl Child Sukanya Samriddhi Yojana has been introduced vide Government of

India Notification No. G.S.R.863(E) dated December 02, 2014. Facility to open accounts under the scheme is
available atall SBI and other bank branches and post offices.

1.

10.

Who can open the accouAtnatural/ legal guardian on behalf of a girl child in the name of girl child. On
attaining age of 10 years, the account holder (girl) may opearate the account.

Maximum number of accountdp to two girl children or more in case of twin girls as second birth or the

first birth itself results in three girl children but At the time of opening of the account the age of girl child
should not be more than 10 years but this year some relaxation given and till Dec 1, 15 this accounts can be
opened for girl child born on or after 02/12/2003.

Benefits of Income tax This scheme is in Exempt-Exempt-Eexempt (EEE) format for tax purposes,
means - initial investment shall be exempt from tax i.e. amount of investent is eligible for deduction from
taxable income u/s 80 C, interest accured shall also be Exempt from tax and amountreceived at the time
of maturity/partial withdrawal will also be Exempt from tax, as announced in Budget 2015.

Interest on DeposiAs notified by the GOI, compounded annually with option for monthly interest pay-
outs to be calculated on balance in completed thousands.(for FY 14-15 interest rate is 9.1% and for FY
15-16interestrateis 9.2% andfrom1.4.16 interestrateis 8.6%.

Minimum and Maximum Amount of DeposiMin.1000 of initial deposit with multiple of one hundred
rupees thereafter with annual ceiling of Rs.1,50,000 in a financial year and can be deposited in
Cash/Cheque/ Demand Draft.

Maximum period up to which deposits can be mddeyears from the date of opening of the account.

Irregular Payment/ Revival of accoulfiminimum Rs 1000/- is not deposited in a financial year, account
will become discontinued and can be revived with a penalty of Rs 50/- per year with minimum
subscription (Rs.1000 /year) for the year(s) of default, any time, till the account compeletes 14 year.

Withdrawal :Partial withdrawal, maximum up to 50% of balance standing at the end of the preceding
financial year can be taken after Account holder's attaining age of 18 years.

Maturity of account /Tenure of the DeposiThe account shall mature on 21 years from date of opening
alc or date of marriage (after attaining age of 18) of account holder ( girl), which ever is earlier. However
If account is not closed after maturity, balance will continue to earn interest as specified for the scheme
fromtime totime.

Premature Closurdn the event of death of the account holder or in cases of extreme compassionate
grounds such as medical support in life threatening diseases to be authorized by an order by the Central
Governmentthe account can be closed after payment of balance amount.

NOTE: for latest instructions/ modification in the scheme please visit www.nsiindia.gov.in
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|3 How to Save Income Tax ?

An assessee should always calculate the estimated income tax at the beginning of the year and start investing fa

tax saving purpose, as per their convenience so that at the end of the year the burden of investment and payme
oftaxdoesn'tcome together:

Income tax can be saved by opting any /all options, available as following:

1.
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By Investment Assessee should invest in such a way that aggregate amount of investment made in
various schemes under section 80C, 80CCC & 80CCD should notbe more than Rs.1.5Lakhu/$ 80 CCE
but excluding the contribution of employer towards NPS up to maximum 10 % of the salary J-

e U/s 80/C: Under this section maximum investment of Rs. 1.5 Lakh can be made in saving schemes
like GPF/PPF/LIC/GIS/Postal Life Insurance / NSC / NABARD bond / Equity linked Savings
Scheme (Tax Saving Mutual Fund) / Fixed deposit (FDBink/PO for minimum Syear, Sukanya
Samridhi Scheme ; without any sectorial limits.

e U/sB0OCCD: Contribution of assessec up to Rs. 2 Lac and contributions of Employerin NPSuptoa
maximum Limit of 10 % of salary, allowed separately as deduction from taxable income.

e U/s80CCC:Max.Rs.1,50,000 for pension plan of any approved life insurance Co.

e U/s 80CCG: Deduction @ 50% of amount invested in equity share uRger Gandhi Equity
Scheme for anew retail investor subject to maximum Rs.25000.

e U/s80D: Health Insurancémount paid towards ~ Health insurance premium and preventive health
check up to Rs. 25,000 for self/ life partner / children and additional amount up to Rs. 25,000 for
parents, Rs. 30, 000 in case of senior citizens)

By expense€xpenditure made towards Tuition fees and repayment of principle of housing loan, can be
claimed as deduction from income u/s 80 CCE under overall limit of Rs.1.5 Lakh and expenditure made
towards payment of interest on education loan taken for self, spouse and children for higher studies in any
subjectafter schooling, can be claimed as deduction u/s 80E without any upper limit.

By acquiring House property from borrowed capitdousing Loan can be taken for construction or
purchase of house property for self-occupation. U/s 24, Accrued (interest due for payment or paid)
interest on this loan can be deducted from income, up to a limit of Rs. 2,00,000 yearly. Similarly accrued
interest on loan taken for renovation/ repairing of own house can be deducted up to Rs.30,000 yearly from
the income.

By claiming for other Permissible Deductions U/c ifiou are eligible for any other deductions allowed
under chapter VIA[PI. see pg 51 ] then tax can be saved by claming the eligible deduction along with
relevantdocuments.

By giving donation:Donations given to approved institutions (U/s 80G) and Political parties (U/s
80GGC) [PI.seepage56]are eligible for deduction from taxable income.

=
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I 4 Housing Finance Scheme

Construction/Purchase of house by taking housing Loan are the best possible way to save income tax. Housing
Loan can be taken for the following purposes:

e Purchase /construction of a house or Purchase of plot for construction of house
e Renovation/Extension of house

e Sellingofoldhouse & purchasing of new house

e Conversionof higherinterestloan into lower interestloan

Permissible Deduction on housing loan as per section 24 diithee Tax Act:

1. Followingdeductions are permissible on due interest of housing loan u/s 24 of income tax, in various
conditions, under the head ofincome from house property.

SN b ‘L Taki Date of Loan Use of Building Property
rpose of Loan Takin
arp ng Taken Self Occupied Given on Rent
Before Apr 01, .
1 Construction or acquiring 1999 Rs. 30,000 No Limit
) (purchase) of house property On or After Rs. 2,00,000 u/s2@ No Limit
Apr 01, 1999 |Rs. 50,000 u/s80EKE
5 Reconstruction/ Extension/ Anv Time Maximum No Limit
" | Renovation of house property y Rs. 30,000

2. Housing Loan can also be taken from any person (friend or relative). In this case, deduction towards
repayment of principal is not admissible u/s 80C; however, deduction in reference with the due
interest shall be admissible u/s 24.

LoanAmount: Amount of Housing Loan is decided on the basis of your monthly income & Cost of the
property, normally one can get 85 % of total cost of the property as Loan Amount. Loan Amount & Repayment
period is calculated in such a way thaMI (Equated Monthly Instalment)  should not exceed 40 % of your
monthly income. Loan may be taken for a period of 12 to 15 years or up to the age of retirement whichever is
less.

Co-Applicant :If your monthly income is less & you are getting a lesser amount of Loan, then you can make
your relative (life-partner, son, daughter, brother) as-aagplicant & increase your Loan Amount. However,

in this case only owner of the property can claim the deduction of principal & interest paid against the housing
loan.

Co-Owner :Itis compulsory that all the Gawners should invest in purchase/ construction of property from
their own income resources. That means all the@®mers should also be the Co-applicants for housing Loan.
All the Co-owners will get deduction & exemption in income tax for the interest and principal paid against
housing Loan depending on the ratio of their investment.

Example : If Vivek and Rekha are the co-owners of one property, with ownership ratio of 60:40. and they have
taken Rs. 20 Lakh of house loan for the property. Both are residing in the property. During the year 2015-16
accrued Interest is Rs.3 Lakh and they have paid Rs.50,000 as principal amount. What tax deduction they may
get separately?

Solution: As per section 24 & 26 of Income Tax Act Vivek will get a deduction of Rs. 1,80,000 against due
interest of housing loan & under section 80C deduction of Rs. 30,000 against re-payment of principal of
housing loan. Same way, Rekha will get deduction of Rs. 1,20,000 against due interest of housing loan and
deduction of Rs. 20,000 against payment of principal of housing loan. Thus, the co-owners can take benefits of
tax deduction proportionate to their share.
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Methods of Interest Calculation :

(A) Interest on Monthly RestMonthly interest is calculated on estimated principal at the beginning of every
month.

(B) Interest on Annual ResAnnual interest is calculated on estimated principal at the beginning of every year
after the payment of EMI.

EMI: EMlis calculated based on loan amount, interest rate and repayment schedule. EMl includes fullamount
of monthly-accrued interest and some part of principal amount, so that the principal gets reduced month wise,
which further causes reduction in monthly interest. Thus in EMI, the portion of principal increases while the
portion of interest decreases, as the time progresses. It is advisable to take care of these issues at the time of tax
planning.

Conversion of higher interest rate of housing loan into lower interest rate housing loan:

Interestrates on housing loan are oftwo tygaed flo&ting . Youcanchange your planany time. Forthisyou
will have to pay 0.5- 1 % processing fees / Administrative fees of the balance loan amount. If you are not
satisfied with the working pattern of institution from where you have taken loan, or their interest rate is high,
then you can take loan from other institution of your choice also repay the balance loan before schedule.
Deductions from taxable income are permissible on this new loan also.

Land Loan : You can avail loan for purchasing of land for construction of house, but you can claim deductions
on interest of loan (called as Pre-EMI) only after construction of house that too in the form of five equal yearly
instalments in the coming years after completion of construction of such house.

Land Ownership tf you possess land of any relative, then also you can take loan against it and construct house
&if you are the owner of that house, you can availincome tax deductions on the loan taken.

HOUSING FINANCE AT A GLANCE (Updated as on July 1, 2016)
Monthly . Allaha. LIC PNB
Instalment Period of Loan ICICI HDFC Bank HEL SBI HEL
(EMI) For 05Yr 2047 2097 2105 2114 2097 2102
for one Lakh
loan at For 10Yr 1290 1290 1299 1310 1290 1297
Floating For 15Yr 1061 1041 1050 1062 1041 1057
Rate of
Interest For 20Yr 921 921 939 951 921 935
Interest Rate 9.45—9.7% 9.45% 96% | 9.8—11.7%| 9.55% | 9.5—10.5%

Please note that these rates are applicable for 1" year of the loan, thereafter EMI may change.

Note : Before taking any loan one should check the following:

1. Hidden charges like Processing / Legal /Administrative / Technical / Documentation / Prepayment /
Delayed payment charges etc.

2. Rate of interest, which changes frequently. So Please confirm it with the related institution.
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I 5 Banks Fixed Deposit Interest Rate - At a Glance

Bank interest rates changes from time to time & senior citizens are paid slightly more interest (normally 0.5-1
% more). So please inquire aboutthe T&C of the bank before investing

(Updated as on July 1, 2016)

Name of Bank 180 - 364 1-2 2-3 3-3
Days Years Years Years
Public Sector Bank
Allahabad Bank 7.25 7.25 7.35 7.25
Andhra Bank 7.25 75 7.5 7.5
Bank of Baroda 7.30 7.3 75 7.3
Bank of India 7.25 7.3 7.3 7.3
Bank of Maharashtra 75 7.5 7.4 7.25
Canara Bank 7.25 75 7.55 7.55
Central Bank of India 7.25 75 7.5 7.25
Corporation Bank 7.0 75 7.5 7.25
Dena Bank 7.05 7.3 7.25 7.25
IDBI Bank 7.25 7.5 7.5 7.5
Indian Bank 7.27 7.25 7.25 7.0
Indian Overseas Bank 6.25 7.05 7.0 7.0
Oriental Bank of Commerce 7.0 7.3 7.25 7.25
Punjab & Sindh Bank 7.25 7.55 7.3 7.25
Punjab National Bank 7.0 7.3 7.2 7.2
State Bank Bikaner-Jaipur 6.75 7.05 7.25 7.0
State Bank of Patiyala 797 757 737 737
State Bank of India 7.0 7.25 75 7.0
Syndicate Bank 7-75 7.25 7.0 7.0
UCO Bank 7.25-7.5 7.5 7.5 7.25
Union Bank of India 7.5-7.65 7.55 7.55 7.5
Vijiya Bank 7-7.5 7.25 7.25 7.25
Private Sector Banks
AXIX Bank 7.4 75 7.5 7.5
HDFC Bank 75 75 7.5 7.5
ICICI Bank 7.35 7.55 7.35 7.35
Indusind Bank 75 75 7.5 7.5
Kotak Mahindra 75 75 75 7.5
Bandhan Bank 8.00 8.25 8.25 8.0
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I 6 Post Office Saving Scheme  (Applicable from 01.04.2016 to 39.6.16)

Maturity | Whether
Investment Amount Intere | Interest| Amount invest Whethe
Term . | Gained
Scheme strate| calcu if mentis |
of ini i li | -ation | Rs.100| allowed | e"eS
Scheme | Mini Maxi appit | -1atio S allowed | s tax
mum mum -cable | Period is for free
Invested| u/s 80 C
NSG-VIII Multiple Half
National Rs. of 8.1% | yearly
Saving SYr. 100 Rs. 100 comp 14761 Yes No
Certificate No limit -oundedl
Sukanya Yearly | Floati
Samridhi Rs. |Rs.1.5Lakh 8.6 % oating
21 Yr. T comp | Interest Yes Yes
Scheme 1000 ounded| ' Rate
. Rs. .
Public 15Yr. 500 Rs. Yearly | Floating
provident but vearl 1,50,000( 8.1% | Comp | Interest Yes Yes
fund. P.P.F extendable y Yearly -ounded| Rate
KisanVikas 8Yr. & Rs. . o Yearly
patra 4Month | 1000 | Nolimit | 7.8% Compounded | POUPIE No No
) 1vyr. Multiple 7.189 .
Deposit s 200 200 7119 —oundgd """"" ear
P 5Yr. No limit | 7.9% y
. Rs. Multiple Qtrly
ggcgrsri'tng 5Yr. 10 per| OfRs.5 | 7.4%| Comp| 727 No No
P Month| No limit -ounded
. Yearly
Saving . Rs. . o
Account No Period 20/50 No Limit 4% Comp| No Yes#
-ounded
Monthly* Single
Interest -
Income Rs. 4.5l akhC o Origina
Scheme SYr. 1500 | combined 8% '\Igor:;lg Amount No No
(M1S) 9 Lakh Y
. Yes
Senior$ Interest -
o Rs. o Origina from
Citizen 5Year 10,00 15 Lakh 86% | OQitrly Amount | 7.4.2007 No
Scheme Payable
Notes:
*1. MIS—Rate of Bonus -5 % ,If a/c opened after Dec 8, 2012 to Nov 30, 2011
- Nil, if a/c opened after Decl, 2011
# 2. Tax free interest in savings a/c It Rs. 10,000 u/s 80TTA
$ 3. Anindividua of the Age of 60 years or more may open the account. An individual of the age of
55 years or more but less than 60 years who is retired on superannuation or under VRS can also
open an account subject to the condition that the account is opened within one month of receipt off
retirement benefits and amount should does not exceed the amount of retirement benefits.
$ 4. After maturity, the account can be extended for further three years within one year of the
maturity by submitting an application in prescribed format.
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I 7 Public Provident Fund (PPF)

@

2

©)
(4)

(5)

(6)

)

(8)

©)

Under this scheme, aperson can open account in his name or his children's name or wife's name. He can
also take benefit of deduction from taxableincome u/s 80 C, for the amount invested in the account of his
children& wife.

To maintain the account every year, one hasto deposit minimum Rs. 500 or maximum Rs. 1,50,000. If the
amount invested in aparticular account exceeds Rs. 1,50,000 in ayear, then such excess amount shall be
refunded, without any interest.

Thisaccount can be Opened/ Transferredin any branch of post officeor SBI.

Withdrawal before maturity isallowed onceinayear from 7" financial year form the year of opening of
account and the amount can bewithdrawn, asper thefollowing aor b, whicheverisless.

() Baanceintheaccount at theend of immediate precedingforthyear totheyear of withdrawal or
(b) Baanceintheaccount on31st March of immediate previousyear totheyear of withdrawal.

For Example — If a person opens an account on or before Mar 31, 2010 then from 7" financial year,
i.e.,2016-17, he can withdraw 50% of the amount of the following clause (a) or clause (b), whichever is
less (a) Balance on Mar. 31, 20013 or (b) Balance on Mar. 31, 2016

Due to any reason, if minimum amount is not deposited during the year then by depositing Rs. 500
(minimumamount) & penalty of Rs. 50 during nextyear theaccount can be continued.

Loan Facility: Loan can betaken after 2 years and before the end of 5 years of the account opening year.
Repayment of loan can be done within 36 months. Interest is charged it 1 % more than the normal rates.
Onecantakeloan many timeswithin 5yearsprovided earlier loan hasbeenrepaid fully.

Continuing Account after Maturity: Account can be continued for next five yearsif applied within 1 year
of maturity period. Thisway account can beextended for atimeperiod of 5yearsor moreasdesired.

If any personisnot closing PP.FAccount after maturity period or heisnot extending theaccount for next 5
years, then alsointerest will be credited to theaccount periodically. Maturity val ue can beretained without
extensionsand even without further deposits.

PPF Account cannot be sealed by court order.

(10) Theonly negativepoint of thisschemeisthat the Govt. may changetheinterest rateyearly.
(11) Investment in PPF is the most beneficial and safest way to save the Income tax because we can get

12.

deduction U/s80C uptotheinvestment of Rs.1,50,000inayear. Besides, Interest credited on PPF account
by bank /post officeontotal investmentisalso tax free. thy E.E.E. Model

Premature Closure: - According tothenew rulesrel eased by the Government of India, asubscriber will be
allowed to prematurely close his or her PPF account, after completion of 5 financial years and on
deduction of penalty of 1% from the interest payable on deposit from the date of opening till the date of
closures, only for the purposeof:

a. treatment of serious ailment /life threatening disease of the account holder, spouse, dependent
children or parents supported by documentsfrom the competent medical authority, or

b. Higher education of the account holder (or minor account holder), supported by fee bills and
documentsof admissioninarecognised institute of higher education of Indiaor abroad.
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| 8 NSCand KISAN VIKAS PATRA - At a Glance

8.1 National Savingscertificate
Taxpayers generally purchase NSC for saving income tax u/s 80C but they forget to do the proper
accounting of taxable accrued interest. Here are some notabl e pointsabout NSC:
8.1.1 Interestaccrua on NSCistaxableunder the head of incomefrom other sources.
8.1.2 Since interest gained on NSC is reinvested so interest (of first five years only) is alowed as

deductionu/s80 C. Since NSC isenchased after gettinginterest of sixthyear sosixthyear interestis
not allowed for deduction u/s80C.
8.1.3 Interest rates of NSC have changed from time to time and reduced from 12%( till Jan 14, 2000) to
8.7 %. lately.
8.1.4 Ready Reckoner for cal culation of Accrued I nterest during FY 14-150n NSC-V 111 issue of Rs.1000

Vear of 2011-12 | 2011-12

urchasin 2010-11 (upto (from 2012-13 | 2013-14 | 2014-15 | 2015-16
P 9 Nov 11) | Dec 11)

égfig 1116 11920 | 11310 | 10250| 9430 | 86.8

8.1.5 Ready Reckoner for calculation of Accrued Interest during FY 14-15 on NSC-X| issue of Rs.1000

2011-12

Year of 2015-16
ourchasing | (from | 201213 | 2013-14 | 2014-15 | discontinued
Dec 11) w.ef Dec.1,2015
ggtcf[g 125 11810 | 106.80 | 980 89.90

8.2KisanVikasPatra

There is no benefit of Income Tax while investing in Kisan Vikas Patra. The Interest accrued during the
investment period istaxable under thehhead of other income.

8.2.1Ready Reckoner for cal cul ation of Accrued I nterest during FY 16-17 onKisan VikasPatraof Rs.1000

Year of From Dec
ear o 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 | 11 to Oct 14
purchasing - 4
discontinuedl
Interest 93 148 136 126 116 107 0
accrued

8.2.2 Central Govt has reintroduced Kisan Vikas Patraw.e.f.
certificates will be sold through post offices, but later on they will be made available to the through
designated branchesof nationalised banks. Somefeatureareas-
e Theamountinvested in Kisan Vikas Patrawould get doubled in 100 months or eight years and four

months. ThismeansKV Pswould begiving areturn of 8.7 per cent annually.
e Avallableindenominationsof Rs 1,000, 5,000, 10,000 and 50,000 and no upper limit oninvestment.
e KVPs can be encashed after alock-in period of 30 months or 2 years and 6 months. Thereafter,
investorscanwithdraw inany block of six months.
e KVPscanbeissuedinsingleorjoint namesand can betransferred from one person to other persons.
e Thefacility of transfer from one post office to another anywherein Indiaand of nomination will be
available. KV Pcertificatescan al so be pledged assecurity to avail loansfromthebanks.
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|9 LIC Policies - At a Glance

: Age | Max Benefits
Policy SA. .
(Table | &M | miy | '0YS | Ma ) On Remarks
No) (yrs) Max Min | urity Maturity Normal
/Max | Age Death
SA on death = higher of 125% of
New basic SA or 10 times of
Jevan | 15 %a(')‘h 18 | A SA | anualized premium.
Anand 35 limit 50 Bonus Bonus Death benefit will not be less
(815) than 105% of all premiums paid
as on the date of death
SA on death = higher of 125% of
New SA basic SA or 10 times of
Endowm 12 1 Lakh 8 75 + SA + annualized premium.
ent Plan 35 55 Bonus Bonus | Death benefit will not be less
(814) than 105% of all premiums paid
as on the date of death.
Survival Benefit 20% of SA on
Sth, loth, 15t year
New 40% of giT:tlsyiarsh her of 125% of
% O on death = higher of 125% o
Money | 20 | lLlakh | I3 | o5 | goy | SA* | gesA or 10timesof
Back-20 | | ------ 50 Bonus . .
years Bonus annualized premium.
Death benefit will not be less
than 105% of all premiums paid
as on the date of death.
Survival Benefits = For policy
35000/ term 9 years: 15% of the Sum
15 Assured at the end of each of 3rd
50000/ .
20000 66/63 & 6th policy year
for /60 . SA . . .
N_ew o12/ | 912 for Premium | + Lo_yglty Survival Benefits= For policy
Bima 15 | T15 9/12/ 75 + Addition | term 12 years: 15% of the Sum
Bachat = Years 15 Loyalty (after 5 | Assured at the end of each of
(816) ——_ | years Addition policy 3rd, 6th & 9th policy year
%ectl respe year)
Ve ctivel Survival Benefits = For policy
y term 15 years: 15% of the Sum
Assured at the end of each of
3rd, 6th, 9th & 12th policy year
Jse?/r;rf)ll | 255 Z(ilLLakhh é—g 65 Nil SA Term Insurancetill Rs 24 Lakh.
J'igqvglnyﬁ 355 25Lakh (15_3 70 Nil SA Term Insurance above Rs 25 Lakh

SA = Sum Assured PPT = Premium paying term
Note: You should always opt accidental rider which gives additional Accidental SA
in case of any mis-happening due to accident
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I 10 Health Insurance policy — Apollo Munich Optima Restore

OptimaRestorefromApollo Munich Healthisafamily floater (aswell asindividual) health insurance plan that
givesprotectionfor entirefamily on payment of asinglepremium for asuminsured (S). Thesum insured floats
among the family membersinsured. It provides 100% restoration benefit (automatically reinstatesthe basic S|
in case it exhausts during a policy year). Moreover, in case of claim-free year the company will increase the
basic Sl by 50% asno claim bonus (NCB), further for second claim freeyear therewill be another NCB of 50%
of basic Sl (i.e.int0100% of basic S| asNCB on 2nd claimfreeyear).

Key Benefits:
e Exclusivehealthinsurance Company, Coverstheentirefamily and providessaving on premium
Cashlessclaimsover 5000 hospitalsinover 800 cities
Automatically restoration and up to 100% No claim Bonus (explained above)
Pre-hospitalization: for 60 daysprior to hospitalization
Post-hospitalization: up to 180 dayspost-hospitalization
No sub-limit on Room Rent and Daily cash for Choosing shared accommodation
All Day careand domiciliary treatmentscovered
Accidental coveragefromtheday of commencement of thepolicy
Organ Donor Covered
Emergency Ambulanceupto Rs. 2,000 per Hospitalization
E-opinioninrespect of critical illness: oneopinion per policy year
Generally nomedical check-up required uptotheentry ageof 45years
Nothird party administration (TPA), direct in-house settlement

Eligibility
e Maximumentry age- 65 years, Children - 91 days-5 yearscan beinsured with parents, Renewal- Life
Long.

What iscovered?
e Medical expenseincurred asaninpatient during hospitalization of morethan 24 hours
e Medical expenseincurred for pre-hospitalization and post- hospitalization
e All-day caretreatment facility (24 hourshospitalization not required)
e Pre-existingdiseases(PED) arecovered after compl etion of 36 months

What isnot covered? (Permanent Exclusions)
e ExpensesarisingfromHIV or AIDSandrelated diseases
e Abuseof intoxicant or hallucinogenic substancelikedrugsand al cohol
e Pregnancy, dental treatment, external aidsand appliances
e Hospitalization due to war or an act of war or due to nuclear, chemical or biological weapon and
radiation of any kind
e Non-alopathic treatment, congenital diseases, mental disorder, cosmetic surgery or weight control
treatmentsand Treatment availed outsideIndia
Exclusions
e Pre-existingdiseases(PED) arenot coveredtill waiting period of 3years
e Anytreatment withinfirst 30 daysof cover except any accidental injury
e 2-yearexclusionfor specific diseaseslikecataract, hernia, hysterectomy, joint replacement etc.

If oneisinsured under another Insurer's health insurance policy then he/she can transfer to Apollo Munich with
all your accrued benefits after dueallowancesfor waiting periods. Deduction onincome up to Rs.15000 can be
claimed under section 80D of thelncome Tax Act. Pleaseread Policy wordingsfor detailed exclusions.

Toknow moreyou may contact Mr. Anup Maheshwari, Financial Advisor, +91 9165528922
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I 1 1 Accidental Insurance - Individual Personal Accident Policy: Apollo Munich

An accident is a much unforeseen and most painful incident, therefore everybody should get accidental
insurance (Al) without fail and fortunately the premiums are very low for Al. One may avail cover of Rs. 50
lakhin premium of about Rs. 500 pm. Theterm of Al isgenerally oneyear soyou havetorenew ityearly andin
case of no accident you don't get any amount on maturity. \We should not merge accidental coveragewith other
insurance policy (terminsuranceetc.) as separate Accidental policy coverstheAccident related issuessuch as
Permanent/Temporary, Total/Partial Disablement including death. Individual Personal Accident Policy by
offers sum assured of Rs. 1 crore and above however the maximum sum assured can be allowed as 10 times of
theannual income of insured person. Thispolicy providesinsurance cover for all accidentsacrosstheglobe.
Eligibility: Theentry ageinthe planis91 days— 69 days. And thereisno maximum cover ceasing age. A child
below 5yearscan get coverageif either parentiscovered under thesamepolicy.

Key Benefits:

1. Accidental death —1f an insured person suffers an accident during the policy period and thisisthe
sole and direct cause of his death within 365 days from the date of the accident, then 100% of Sum
assuredispaid.

2. Permanent Total/Partial Disablement [PTD/PPD] - 1f aninsured person suffersan accident during
the policy period and thisisthe sole and direct cause of PTD/PPD within 365 daysfrom the date of
theaccident, then Sum assured (SA) ispaid as per the extent of disablement, such as- 100% of SAin
caseof lossof 2 limbsand 50% of SA in caseof lossof onelimb or each eye and 60% of SA in case of
eacharmbelow elbow etc.

3. Temporary Total Disablement [TTD] - |f an insured person suffers an accident during the policy
period which is the sole and direct cause of atemporary disability, which completely prevent him
from performing each and every duty pertaining to his employment or occupation, then Weekly
benefit to the extent of hisweekly benefit (salary) or 1% of SA; whichever islower, shall be payable,
for maximum 100 weeks.

4. Broken Bones [BB] - Lump sum Payment as per the scale provided in the policy in the event of a
Fractureof abonedueto anaccident.

5. Accidental Inpatient Hospitalization [AIH] - 1f any Insured Person is hospitalized because of an
Accident during the Policy Period as an inpatient, they can claim a reimbursement of the Medical
Expensesmax up to Rs.50,000.

6.  Other benefits — Benefits such as Emergency ambulance Charges Rs.2000, Education fund 10% of
SA max. up to Rs.20,000, family transportation 1% SA , max up to Rs.1 Lac and expenses on blood
purchaseetc. can also beavailed throughthepolicy.

Some Exclusions ( Please refer to the policy document for details):

a) Any Pre-existing Condition or any complication arising from the same

b) Intentional self injury, suicideor attempted suicide, whilesaneor insane

¢) Any psychiatric or mental disorders

d) AlIDSand/orinfectionwithHIV venereal disease, sexually transmitted diseaseor illness,

€) Any Insured Person's participation or involvement in naval, military or air force operation, racing,
diving, aviation, scubadiving, parachuting, hang-gliding, rock or mountain climbing

f)  Accidents arising or resulting from the insured person(s) committing any breach of law with
criminal intent

g) Theabuseor theconsequencesof theabuseof intoxicantsor drugsand a cohol

h)  War or any act of war, invasion, act of foreign enemy, war like, civil war, public defense, rebellion,
revolution, insurrection, military or usurped acts, chemical, radioactive or nuclear contamination

i)  Pregnancy or childbirth or in consequencethereof

j)  Congenital internal or external diseases, defectsor anomaliesor in consequencethereof

k) Treatmentsrendered by a Doctor who shares the same residence as an Insured Person or who isa
member of an Insured Person'sfamily

I)  Anynon-allopathictreatment

Toknow moreyou may contact Mr. Anup Maheshwari, Financial Advisor, +91 9165528922
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I 12 New Pension System (NPS)

Pension reform is amajor initiative undertaken by the Government of Indiato provide income security after
retirement. New Pension System (NPS) hasbeen introduced by the Central Government on Jan 01, 2004, andis
being regulated by Pension Fund Regulatory and Development Authority (PFRDA).The NPS for Govt.
empl oyeeshasbeen operationalised in 2007- 2008 by appointing 3 Pension Fund ManagersSBI, UTl and LIC.

° NPS is the least cost pension system in India and probably in the world. NPS has unique Permanent
Retirement Account Number (PRAN) for each subscriber.

° This scheme has already been made mandatory for Central Government employees who joined their
services on or after Jan 01, 2004 (except the armed forces). Most of the state governments have also
joined NPSfor their employees, whojoined their serviceon or after Jan 01, 2004.

° New Pension System has been made available to al citizens of India from May 1, 2009. Subscriber
should be a resident Indian having valid identity proof and address proof (KY C compliant) and age
should be 18to 55 yearson the date of application.

° NPSisalow cost portable Pension . For Individual sthere are multiple Fund Managers such as SBI, UTI,
ICICl-prudential, KOTAK-mahindra, IDFC, and Raliance Capital with multipleinvestment options for
different ratiosof equity and debt.

° Themonthly contribution from the employeeis 10 percent of thebasic and DA asbe paid by theemployee
and matched by the Central Government. However, there is no contribution from the Government in
respect of individualswho arenot Government empl oyees.

° Under theNPS, anemployeewill beentitledtoexit only at thetime of retirement at the age of 60, however
at least 40 % Pension wealth would be used for purchasing annuity from a life insurance company
approved by theIRDA. In case of Government employees, theannuity should providefor pensionfor the
lifetime of the empl oyeeand hisdependent parentsand hisspouseat thetime of retirement.

° Individuals can normally exit at or after the age of 60 years from the pension system. At exit, the
individua would berequired toinvest at | east 40 % of pension wealth to purchasean annuity. Individuals
would have the flexibility to leave the pension system prior to age 60. However, in this case, the
mandatory annuitisationwould be 80% of the pension wealth. If the subscriber diesbeforehe or sheturns
60, the nominee can receivethe entire pension corpus.

° PFRDA has approved the Deferment option for the annuity purchase at the time of exit from NPS with
condition that such deferment can befor amaximum period of 3years.

° Under the scheme, SwavalambanYojana Government will contribute Rs. 1,000 per year to each NPS
account for the next three years. The benefit will be available only to persons who join the NPS with a
minimum contribution of Rs. 1,000 and a maximum contribution of Rs. 12,000 per annum. It will be
applicabletoall citizensin the unorganised sector who jointhe NPS administered by PFRDA.

° NPSLite hasfeatures optimised for low investment potential (min Rs.100) subscribersandisavailableat
ultralow cost.

° Asper circular issued regarding investment guideline, (dtd Jan 29, 2014), theinvestment shall be made
as following : In Govt securities : 0-55%, Debt : 0-40%. Money market instruments -0-5% and in
equities 0-15%- Shares of companies on which derivatives are available in BSE/NSE or ELSMF/ETF
regulated by SEBI and derivativesshall be usedto hedgeand portfolio rebalancing.

° Theprovisionsof NPS schemeare changing frequently sofor moredetailspleasevisit www.pfrda.org.in
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|13 Mutual Fund Schemes: At a glance

TheAmount invested by the investorsthrough mutual fund isinvested for buying shares or debts as per nature
of plan, after getting expert opinions from Mutual Fund Co (UTI/SBI/ Reliance/ ICICI etc.) on behalf of the
investor. Thusburden of selection of right time & right share should liewith Mutual Fund. Soitwill be better to
start with mutual fund for the persons who are either investing in the share market for the first time or are
conservative. Investment can be madeas per requirement in different schemesasfollows:

Liquid Least-risk, Low-Growth. Investments are made in call money and in short-term
Fund commercial paper/bond. Same day redemption is possible
Low-risk, Low-Growth: Investments are made in debtsissued by private & Govt
Income Fund .
Companies
Gilt Fund Low'/—risk, Sair- Grgwth: !nvestments are made in debtsissued by Govt Co. Returns are
subject to RBI policy of interest rate etc.
Balance Fund | Medium—risk, Medium-Growth: Half of the fund isinvested in debts & half into the shares
Tax Saving Medium—risk, Fair- Growth: Investments are r_nade like balances fund. Th_e only difference
Fund |stha'F the invested amount up to a maximum limit of Rs. 1 Lakh can be directly deducted
formincome u/s 80 C of IT Act
Equity Fund High—ri;k, Hig}_z— Growth. Investment in this category is mainly into shares of different
sectorslike I T, infrastructure, petro, pharma etc.
Sectorial Very High—risk, Very High—Growth. Investments are mainly in shares of specific sector
Fund e.g. pharma fund shall be invested in medicine company’s shares only.
Growth Itisadvised that you Plan your investment in mutual fund according to
Sartorial situation the share market. When share market ison ahigh, investment
can be switched to low risk funds like liquid/income/Gift funds,
Equity whereaswhen share market is bottomed out, then one should switch to
Balanced high risk fund like equity sector fund. Thisway investment in mutual
fundsat proper time canyield better resultsthan investment in bank or
Income”  Gilt post office schemes, as it has more liquidity, profitability & tax
efficiency. One more plus point of mutual fund schemeisthat units of
Liquid Risk mutual fund can be sold/purchased at any day @ its Net Asset Value

(NAV)

Provisionsof incometax for sale& purchaseof unitsof mutual fund:

° Dividend received from mutual fund iscompl etely tax-freefromApr 1, 2003 u/s 10(30).

° Long term capital Gainfrom sale (after 12 mothsfrom purchase date) of unitsof Equity oriented Mutual
Fund, istotally tax free. Short-term capital gain of Equity-oriented Mutual Fund will betaxed at therate
of 15% (if theunitsare soldwithinoneyear of purchasedate)

° Other mutual funds—As per the provisions of Finance Act 2014, long-term capital gain arising from
sale (after 36 moths from purchase date) of units of other Mutual fund shall be taxed at the rate of 20 %
after considering the benefit of indexing; however units sold before July10, 2014 can avail benefit of
being taxed asper old provisioni.e. taxed @10%.

° A Short-term capital gain (if theunitsare soldwithin oneyear of purchasedate) will betaxed according
tonormal ratesof incometax.

How to choose better mutual fund : Generally, every mutual fund scheme hasits own benchmark index, so one
should compare the performance of the schemeswith that index, i.e., NAV of mutual fund should not go down
ascompared torelated index when market isdown. Similarly, appreciation should al so be better when market is
UPascompared to such benchmark index.
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|14- How to invest in Share Market?

Shares or securities represent the smallest unit/recognized fraction of ownership in apublicly held business &
debenture represent the smallest unit of lending. Both may be of various kinds. A stock exchange is an
association of individual members (brokers) formed for the purpose of regulating & facilitating the buying &
selling of securities. Share market operates with due recognition from Govt. under the Securities & Contract
Regulation Act 1956, Most of the business is carried out at National Stock Exchange (NSE)
(www.nse.india.com) & Bombay Stock Exchange (BSE) (www.bseindia.com). Initidly, the investment in
sharemarket isadvisablethrough Mutual fund asdescribedin p 89.

Some common terms used in Stock market

® Book Value: Shares are generally issued in the denomination of Rs. 10 initially but as company
growsthebook valueof sharesincreases& declared at theend of FY.

e Price: Thepricewhichisdetermined by the market i.e. on which transactions (sell/purchase) takes
placeinthestock exchangecalled Current Market Price (CMP)

o Earnings per Share (EPS): Theamount in Rs. which can be earned during last 12 months period by
each share of thecompany i.e. EPS=Net profit/ No of shares

® PERatio: Priceto Earning Ratio = Current Market Price/ EPS

®  P/BValue: PricetoBook value= Current Market Price/ Book Value

e OPM: Operating Margin (OPM) indicatesaCompany's% of marginover total turnover.

How to start investing in share market?

e Allocatethemoney tobeinvested & decidetimeperiod of at least 2-3years

e Select a broker of good reputation, prefer institutional like, Motilaloswal, Anandrathi, Sushil
Finance, Stock Holding Corporation of India, ICICI/HDFC etc. but initially prefer local broker as
per availability

e OpenaDemata/c& sharetransaction operating a/cwiththebroker identified

e Now subscribe & read minimum 30 minuts daily at least one business magazine like Dalal
street/Money or newspaper like Economic Timesetc.

e WatchCNBCTV (preferably between 8.30and 10.00a.m.).

How to start investing in primary market (IPOs) ?

e Watch how many IPOs (Initial Public Offers) are open to subscribe & select the better one, after
consulting local broker & information you have gathered from magazine/TV for detailed study you
can log on to IPO section of the web site of (www.moneycontrol.com, www.icicidirect.com,
www.capitalmarket.com)

e Afteridentification, collect the form from broker, watch its subscription progress from website of
NSE/BSE & invest (about 20% of your fund) as per adviceof local broker.

e Keepintouchwiththebroker(s), till allotment of shares& refund of balanceamount.

e After 3-4 weeks of offering, the share gets listed in the BSE/NSE. You can make sell or hold
decisionswiththehelp of local broker/magazine/ TV /newspaper etc.

e Nowyouhaveinvestedinsharemarket throughrouteof primary market.

How to start investing in Secondary market ?
e Selectthestock forinvestment withthehelp of local broker/magazine/ TV /news paper
e Beforeinvesting makefundamental study i.e. growthin profit & growthin saleson QoQ basis(from
Last Qtr. to thisQtr.) & Y-0-Y basis(i.e., Same Qtr. of last year to this Qtr.) for PE ratio, OPM, P/B
Ratio, ROE, ROCE etc. & compare it with the same group of other stocks. You can also avail the
facility of portfolio management offered by brokers.

www.abcpublication.in




92 | Income Tax and Investments

I 15 Where to invest for children's future ?

Prior planning, savings & investmentsare essential to get the asadequate return for child'seducation. Let's say
if you require Rs. 16 Lakh today for education expense for Doctor (MBBS) then after 15 years the same
education would cost you Rs. 67 Lakh (considering 10% education inflation). It seems to be shocking but
proper planning will help you to achievethat inlong term. The sooner you start the investment, the higher will
bethereturn Moreover oneshould regularly invest thesurplusmoney.

In the whole process choosing the right instrument is a very essential part. You should keep in mind that the
wholeideaisto achieveyour goa aong with assessing the risk-reward component. By Investing in Equity one
can maximizetheir return. For thisthe best way isto select agood mutual fund. Investment in Mutual fundswill
giveyou diversification along with a professional expertise (asaFund Manager manages your account). You
always have the option of investing a lump sum; however, to start with a monthly saving and investment
through a SIP (Systematic Investment Plan) in Mutual Fundsis agood tool to grow your invested amount.
Either you can makeaportfoliointhemutual funds (which needsto bereviewed) or elseyou candirectly invest
inaChild Fund, whichwill be hassle-freefor you so asto get your planned target amount.

Therearemainly 2 mutual fundsoffersinvestment plansspecially for childrenas:
e HDFCChildren'sGift Fund
e ICICI Prudential Child Care Plan

These are open-ended balanced mutual fund schemes designed specially for planning of child's higher
education and marriage expenses. Lock- in period is other 3 years or age of children as 18 years whichever is
earlier.

SN. | Particulars HDFC Children| ICICI Child care Gift Plan*
Gift fund Inv.
1 Investment option — SIP/lump sum Yes Yes
2. Free Accidental cover to parent 10L Max 5L or 10 times of unit purchase
3. Entry age Lessthan 18 Y| Lessthan 18 Year
4, Investment ratio - Equity 40-70% 65-100%
5. Investment ratio — Debt 30-60% 0-35%
6. Past Performance (ason July 2016)
7. Average yield 1 year 4.45% 6.6%
Average yield 3year 20.5% 25.0%
Average yield 5 year 14.3% 13.8%
Average yield 10 year 15.6% 13.5%
Average yield sinceinception 173 % 176 %
8. Month of Launch Mar 2001 Aug 2001
9. Asset (ason 30 July. 2016) 1098 Crore | 337 Crore

* Investment in mutual fund are subject to market risk.

To know more, you may contact Mr. Anup Maheswari, Financial Advisor, on +91 91655 28922
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I 16 Postal Life Insurance Scheme (PLI)

Postal life insurance scheme wasinitially started on Feb. 01, 1984 for Post & Telegraph Employees. Only after looking at
the benefits of low premium & more profitability the scheme was extended for the employees of defence sector / Railway/
Govt./ Semi Govt. / Nationalised bank/ Public Sector. Postal department Deputes Development officers/ Divisional officers
for promotion of the policy. Investments made in postal insurance scheme are deductible (Max. Rs. 1,50,000) u/s80 C. &
Maturity amountistax-free.

Policy Agein Max Benefit on maturity/ Remarks
Polic Period SA Yrs. M aturi-t on normal or Rate of Bonus/ 1000
4 MinMax. | Min/Max | Min/ Age Y accidental
(Yrs) Max Death 2005-06  2010-11
Endow-
20000 19 SA + Bonus + Rs.
ment 14-41 10 Lakh 55 60 Terminal Bonus 77 Rs70
Policy
Whole Premium
. 20000
Life 36 - 41 ) 19 Stopped SA + Rs. Rs. 90
Insuranc Lakh 55 after Terminal Bonus 96
e 60 Yrs.
Of Age
For
first 5
Convertible | 0 20000 19 50, 55, sa+ Yrs Rs. 90
Wholelife 5 Lakh 50 or 58 Bonus After Rs 70
Change S
Money 15- 20 20000 19
Back SLakh 20/25 60 SA + Bonus Rs. 75 Rs. 65
40000 - On death of any one
Joint Life partner
Insurance 5-20 5Lakh a5 45 SA + Bonus + Rs. 77 Rs. 77
Terminal Bonus

* SA = sum Assared

I 17 Credit Cards

A Credit card isalso called asplastic money. Dinners Club, VISA, Maestro and American expressare afew
brand nameswhich aregenerally seen ontheir respective credit cards. Thecredit cardsaregenerally issuedin
3 categories, namely —Platinum/ Gold/ Silver.

1. Creditcardsareissuedtoadults(Max. 65Yrs) havingmin. Rs. 72,000 Yearly income.

2. CreditLimitisdecided onthebasisof 3 Csof theapplicant—Character, Capacity & Credit.

3. Pleaselook for following pointswhileselecting acredit card.

Annual fees :  Normally fromRs. 0—Rs.1200
GracePeriod :  Normally 30—50days.

Rateof interest:  2.5%- 3% Per month (40-45% Yearly)
Joiningfees: Rs. 100-300, Add-on cardsfee Rs.150-600

4. Accident / Life / Baggage insurance & purchase protection cover are provided with credit cards on
payment of nominal premium monthly.

5. Credit cardsareused for agiven amount (if full amount isnot paid) then by paying 5% of total amount
due, credit can be forwarded to next month. On the balance amount 2.5 to 3% per month interest is
charged. If cashiswithdrawn from credit card then 2.5% processing feeis charged extra. towards cash
advance.

Note: T&C of credit cards from different banks can vary from time to time.
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|18 How to Invest in GOLD

1 Interesting fact about gold:
e SouthAfricaproduces72% of theworld gold productionwhereas|ndiaproductsjust around 0.3%.
e India theworld'slargest single market for gold, consumes 880 tonnes annually of which 90 %isin
theform of jewellery; contributes 20-25% of world'stotal gold production.
Ayurvedic medicinein Indiarecommendsgol d powder and pillsfor many ailments.
Goldisindestructible. It doesnot tarnish and isal so not corroded by acid except Amalraj
Gold hasaesthetic appeal. Itsbeauty recommendsit for ornament making aboveall metals.
Goldissomalleablethat one ounce can bebeaten into asheet covering nearly a100 sq.ft.
Goldissoductilethat oneounceof it can bedrawnintofifty milesof thingold wire.
Gold is an excellent conductor of electricity; a microscopic circuit of liquid gold 'printed’ on a
ceramic strip savesmilesof wiringinacomputer.
Goldissohighly valued & densethat asmuggler can carry gold of Rs. 50 Lakhinhisshirt.
Thedemandfor gold hoversat about 50% morethan theavailablesupply every year.
The conventional methodslike touchstone and the contemporary karat meter can indicate the purity
at thesurfacelevel only
2 WhyshouldlinvestinGold?
Goldtill representstheultimateform of paymentintheworld
Goldisthestandard by whichthevalueof anythingisassessed; itisuniversally accepted.
Itisconsidered aGlobal Asset Class
It'sagood hedge against Inflation
It hasLow Volatility ascompared to Equities& Storeof value
Gold shines when everything else falls apart at late be. An Excellent diversification for your
Portfolio
e Goldisoneof thefew financial assetsthat isnot linked to aliability. It can provide 'insurance' onthe
value of traditional asset during periods of financial, economic and social turmoil. Gold has been a
saferefuge when the value of other assetswere greatly reduced Therefore adding gold to aportfolio
may helpimproverisk adjusted returnsor reducevolatility for the expected return.
3 Optionsof investinginGold:
Gold is acquired and stored in the form of Jewellery, Bars, Coins, Gold Deposits, and Gold
Accumulation Plan, Warehouse Receipts exchangetraded Gold Mutual Fund. notingold bond scheme

4  How to select better option for investment in Gold ?
a. In Ornament: One should purchase hallmark Jewellery, as necessary to fulfil the social, religious
customs & beauty needs. Ornaments of gold arethe only wearable, mital which have any resale cost.
For investment purpose, in place of jewellery, gold mutual fund are advisable because resae of
jewellery, non-hallmark or hallmarked, causes a loss of 15-20% or 10-15%, respectively, on
account of making charges& impurity of joints.
b.  Inexchange traded Gold mutual fund: Thismay beabetter optionfor investment in Gold asissued by
UTI it hasthefollowing advantages:
e Cost effective: Investor can invest at the price replicating the International Price. No making
charges, storagecost & Insurancecost the involved.
e  Secured and transparent: Each unit of Gold will be of 99.5% purity and held by Mutual Funds
withfull insuranceand nolending of thisGoldisallowed.
e Liquidity: Investor caneasily sell theUnit at National Stock Exchange(NSE).
e Ease of operation: No physical delivery of Gold is required and Investor can buy and Sell as
small as1uniti.e. 1gmof GoldfromNSE
o Tax efficient: No Wealth Tax. Long term capital gain if units are sold after 36 months of
purchase.
C.  Gold band Scheme-Term-8yr, Interest rate- 2.75% annual, six monthly payable, redeemable after 5
year, No. capital gain Tax.
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5. What is Hallmarking?

Hallmarking records the proportionate content of various precious metalsin jewellery. BIS launched
the Hallmarking scheme in Indiain April 2000 in collaboration with the World Gold Council. The
decision to make hallmarking of gold & silver jewellery has been made mandatory from Jan 2008.A
hallmark consists of five components, i.e.

e  TheBureau of Indian Standards Logo
e  Assaying and Hallmarking Centre's Mark
e  TheFineness number (corresponding to given cartages

Percentage of Fineness Code Cartages
99.9 % 999 24 Carat

95.8 % 958 23 Carat

91.6 % 916 22 Carat

87.5% 875 21 Carat

75 % 750 18 Carat

e Year of Marking denoted by a code |etter and decided by BIS (A-2000)(B-2001)(C-2002)
e Jeweller's mark: The marking is done either using punches or laser marking machine.
6. Provision of Incometax related to Investment in Gold:

e Asper provisionsof Income Tax Act, anybody can have Jewellery of Gold @ 500 gram per Married
woman, 250 grams per unmarried woman & 100 grams per male member without any detailed
records, treating thisGold asWoman weal th.

e If goldintheform of Jewellery, coinsetc. is sold after keeping in possession for more than 3 years,
then the Gain will betreated aslong term capital gain & will Income Tax @ 20% will be chargeable
if indexing benefitisaccounted for or @ 10% asthe casemay be. If period of possessionislessthan 3
years, then gainwill betreated asshort term Capital Gain and will becharged asnormal Income.

o WedthTaxisalsochargeablefor Jewellery and coinsbut not for Gold Mutual Fund.

7. Fixingof priceof Jewellery:
If rate of 24 carat (Code 999) is Rs. 10,000 per 10 gms then rate of 22 Carate (Code 916) Gold will be
91.6% of Rs. 10,000, i.e. Rs. 9,160 for 10 gms. Now, add making charges/10 gms of Jewellery.
Hallmarking Jewellery requires costly metals for joints so making charges of hallmarked jewellery are
high.

8. Rateof Gold & Silver since 1925:

Ason Rate of Gold Rate of Silver Ason 31% Rate of Gold Rate of Silver
31%* March Rs.per 10 gms Rs. per Kg March Rs.per 10 gms Rs. per Kg
1925 18 61 1990 3200 6433
1930 18 46 1995 4658 6179
1935 30 58 2000 4395 7765
1940 36 48 2005 6180 10678
1945 62 110 2006 8490 17405
1950 99 160 2007 9395 19520
1955 79 142 2008 12125 23625
1960 111 185 2009 15260 21700
1965 71 280 2010 16590 27250
1970 184 521 2011 21090 56600
1975 540 1012 2012 28140 56500
1980 1330 2655 2013 30125 54300
1985 2130 3955 2014 28511 42838
1 Tola= 11.664 Grams/1 Once = 28.35 Grams 2015 26575 37200
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]19 Using & Demant Account

Documents related to shares, mutual fund, bond etc. are converted electronically & credited into demat
account. Thisprocedureiscalled Dematerialisation.

e Demat Account isjust likeabank account, the only differenceisthat instead of rupees one can deal
with sharesunitsof mutual fund & Bond etc.

e Demat accounts are opened through depository participants such as SBI, ICICI, HDFC, IDBI or
stock holding corporation of I ndiaetc.

e Forsale/purchaseof shares, demat account iscompulsory

e Whileselling shareshaveto betransferred into share broker'sdemat account. For this, one hasto the
makeauthorisationfor broker at thetime of opening of A/c) and giveit to depository participant

e Whilepurchasing shores one hasto give demat account no. to the share broker, so that the broker
cantransfer the sharesinto one'sdemat account

o Normally following chargesare payablefor demat account :
a.  A/Copeningfee
b. Annua ServiceCharge
c. TransactionFee.
(i)  Buy (%of Transaction Value)
(ii) Sale(%of Transaction Value)
Sinceratesare changeable so check beforeinvesting.

d. Dematerialisation chargesare generally Rs. 2-3 per certificate but courier chargesare Rs. 25—
30. Sothetotal chargesmay bearound Rs. 30.

e. Generdly Rs. 0.50 per ISIN (International Security Identification Number) per month is
charged as custody charges. For example, if one has shares of 10 companies, then custody
chargewill beRs. 5 per month.

e Thereare some other charges depending on services used. Before opening a demat account, one should
check for the services, charges, quality of service& credibility of thebank.

I 20 Using Debit Card

Debit card, also aform of plastic money, is directly related to bank account. These are issued by banks only.
VISA, Electron and Maestro area few logos which are generally seen in debit cardsissued by different
banks. Thesearemainly of twotypes:

(1) Directdebitcard:

Thesearelinked onlinewith account just asATM cards. After making purchases, put thecardinaterminal
fixed at theshopon, entering PIN & amount isdebited fromtheaccount.

(20 Deferreddebit card:
These are like credit cards, as transactions can be done offline. Shopkeeper scansit on shop terminal &
debitstheaccount.
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Il Important provisions of CCS (RP) Rules 2016

1 Short title and commencement. —

(1) Theserulesmay becalledthe Central Civil Services(Revised Pay) Rules, 2016.
(2) They shall bedeemedto havecomeintoforceonthe 1st day of January, 2016

2. Categoriesof Government servantstowhomtherulesapply- for details visit www.abcpublication.in

Definition:-for details pleasevisit www.abcpublication.in

4. Level of posts.—TheLevel of postsshall bedeterminedinaccordancewiththevariousLevelsas
assigned to the corresponding exi sting Pay Band and Grade Pay or scal e asspecifiedinthe Pay Matrix.

5. Drawal of pay in the revised pay structure— Save as otherwise provided in these rules, a Government
servant shall draw pay in the Level in the revised pay structure applicable to the post to which he is
appointed:

Provided that a Government servant may elect to continue to draw pay in the existing pay structure
until the date on which he earns his next or any subsequent increment in the existing pay structure or until
he vacates hispost or ceasesto draw pay intheexisting pay structure:Provided further that in caseswhere
aGovernment servant hasbeen placed in ahigher grade pay or scale between 1st day of January, 2016 and
the date of notification of these rules on account of promotion or up gradation, the Government servant
may elect to switch over to the revised pay structure from the date of such promotion or up gradation, as
thecasemay be.

6. Exercise of option- option along with undertaking in prescribed format should be submitted to HOD
within 3 monthsfrom date of thisnotificationi.e. 25th July 2016.

7.  Fixationof pay intherevised pay structure-
(1) The pay of a Government servant who elects, or is deemed to have elected under rule 6 to be
governed by therevised pay structure onand fromthe 1st day of January, 2016, shall, unlessinany

casethePresident by special order otherwisedirects, befixed separately inrespect of hissubstantive pay
in the permanent post on which he holds a lien or would have held a lien if such lien had not been
suspended, and in respect of his pay in the officiating post held by him, in the following manner,
namely:-

w

(A) inthecaseof al employees-

(i) the pay in the applicable Level in the Pay Matrix shall be the pay obtained by multiplying the
existing basic pay by afactor of 2.57, rounded off to the nearest rupee and the figure so arrived at
will belocated inthat Level inthe Pay Matrix and if such anidentical figure correspondsto any Cell
intheapplicableLevel of the Pay Matrix, the sameshall bethe pay, andif no such Cell isavailablein
theapplicableLevel, the pay shall befixed at theimmediate next higher Cell inthat applicable L evel

of thePay Matrix
Ilustration:
- . Pay Band 5200-20200

1 | Bxisting Pay Band : PB-1 Grade Pay | 2000 | 2400 | 2800
2 | Existing Grade Pay : 2400 Levels 3 4 5
3 | Existing Pay in Pay Band : 10160 6 25200 | 29600 | 33900
4 | Existing Basic Pay : 12560(10160+2400) 7 26000 | 30500 | 34900
5 Pay after multiplication by afitment factor of 2.57 8 26800 | 31400 | 35900

: 12560 x 2.57 = 32279.20 (rounded off to 32279) 9 27600 | 32300 | 37000
6 | Level corresponding to GP2400: Level 4 10 28400 | 33300 | 38100

Revised Pay in Pay Matrix (either equal to or next
| higher to 32279 in Level 4) : 32300 11 29300 | 34300 | 39200
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(B)

(i)  1f theminimum pay or thefirst Cell intheapplicableLevel ismorethantheamount arrived at asper
sub-clause (i) above, the pay shall be fixed at minimum pay or the first Cell of that applicable
Level.

In the case of medical officersin respect of whom Non Practicing Allowance (NPA) isadmissible, the
pay intherevised pay structureshall befixedinthefollowing manner :

(i) Theexisting basic pay shall be multiplied by afactor of 2.57 and the figure so arrived at shall be
added to by an amount equivalent to Dearness Allowance on the pre-revised Non-Practicing
Allowance admissibleason 1st day of January, 2006. Thefigureso arrived at will belocated in that
Level in the Pay Matrix and if such an identical figure correspondsto any Cell in the applicable
Level of the Pay Matrix, the same shall be the pay, and if no such Cell isavailablein the applicable
Level, the pay shall befixed at the immediate next higher Cell in that applicable Level of the Pay
Matrix.

(i) The pay so fixed under sub-clause (i) shall be added by the pre-revised Non Practicing Allowance

admissibleontheexisting basic pay until further decision ontherevisedratesof NPA.

Ilustration:

1 | Existing Pay Band : PB-3 Pay Band 15600-39100

; EXX:i: :g S;ya?ﬁ I;Z B?:,]%O 15600 Grade Pay 5400 6600 7600
é Z&fﬁ%ﬁﬁﬁ ‘;Zj{: '@903250 Levels 10 11 12

o

j %&%ﬁﬁﬁ;ﬁ gr(\3 ?)f/:ga fitment factor of 2.57: ! 26100 | 67700 | 78800
8 | DAon NF;A - 6563 (125% of 5250) 2 57800 | 69700 | 81200
51)0 ?gmg?;rggﬁé? rt,)grt; g?gdse;:fzigo B3 3 59500 | 71800 | 83600
n EZ\Q :f?opgé, 5,20 Ff"ﬁyfﬁv aé.”i éﬁtgi; 8‘3“6" prp— 4 61300 | 74000 | 86100
12 | Pre-revised Non Practicing Allowance : 5250 S 63100 | 76200 | 88700
13 iﬁﬁviefmf;‘y gGE%&ore\/ised Non Practicing 6 65000 | 78500 | 91400

2

Where a post has been upgraded as a result of the recommendations of the Seventh Central Pay
Commission asindicated in Part B or Part C of the Schedule, the existing basic pay will be arrived at by
adding the Pay drawn by the concerned employee in the existing Pay Band plus the Grade Pay
corresponding to the Level to which the post has been upgraded and, the fixation of pay shall be donein
themanner prescribedin accordancewith clause (A) of sub-rule(2).
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Illustration

[y

Pay Band 5200-20200

Existing Pay Band : PB-1
Grade Pay | 2000 2400 | 2800

Existing Grade Pay : 2400 Levels 3 4 5

Existing basic pay : 12560 21700 | 25500 | 29200

Upgraded Grade Pay : 2800 22400 | 26300 | 30100

a | hWIN

Pay for the purpose of fixation: 12960 23100 | 27100 | 31000

[}

(10160+2800)
Pay after multiplying serial number 5 with a fitment 23800 | 27900 | 31900
24500 | 28700 | 32900

factor of 2.57 : 33307.20 (rounded off to 33307)
25200 | 29600 | 33900

N QNN R WO N -

Level corresponding to Grade Pay 2800 : Level 5
Revised Pay in Pay Matrix (either equal to or  next
higher to 33307 in Level 5): 33900. 26000 | 30500 | 34900

©)

4
©)

(6)

@)
©)

©)

(10)

A Government servant who ison leave on the 1st day of January, 2016 and isentitledtoleave salary shall
be entitled to pay in the revised pay structure from 1st day of January, 2016 or the date of option for the
revised pay structure.
A government servant, who ison study leave onthe 1st day of January, 2016 shall beentitled tothe pay in
therevised pay structurefrom 1st day of January, 2016 or the date of option.
A Government servant under suspension shall continueto draw subsistence allowance based on existing
pay structure and his pay in the revised pay structure shall be subject to the final order on the pending
disciplinary proceedings.
Where a Government servant holding a permanent post is officiating in ahigher post on aregular basis
and thepay structureapplicableto thesetwo postsare merged into one L evel, the pay shall befixed under
sub-rule (1) with referenceto the officiating post only and the pay so fixed shall betreated as substantive
pay.
Where the existing emoluments exceed the revised emolumentsin the case of any Government servant,
thedifferenceshall beallowed aspersonal pay to beabsorbedinfutureincreasesin pay.
Whereinthefixation of pay under sub-rule (1), the pay of aGovernment servant, who, intheexisting pay
structure, was drawing immediately before the 1st day of January, 2016 more pay than another
Government servant junior to himinthesame cadre, getsfixedintherevised pay structureinaCell lower
than that of such junior, hispay shall be stepped up to the same Cell in therevised pay structure asthat of
thejunior.
WhereaGovernment servant isinreceipt of personal pay immediately beforethe date of
notification of these rules, which together with his existing emol uments exceed the revised emoluments,
then the difference representing such excess shall be allowed to such Government servant as personal
pay to beabsorbedinfutureincreasein pay.
(i) Incaseswhereasenior Government servant promoted to ahigher post beforethe 1st day of January,
2016 drawsless pay in the revised pay structure than hisjunior who is promoted to the higher post on or
after the 1st day of January, 2016, the pay of senior Government servant in therevised pay structure shall
be stepped up to an amount equal to the pay asfixed for hisjunior inthat higher post and such stepping up
shall be done with effect from the date of promotion of the junior Government servant subject to the
fulfillment of thefollowing conditions, namely:-

(@) both the junior and the senior Government servants belong to the same cadre and the postsin
whichthey havebeen promoted areidentical inthesamecadre;
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(b) theexisting pay structure and the revised pay structure of the lower and higher postsin which
they areentitledto draw pay areidentical;

(c) thesenior Government servantsat thetime of promotion aredrawing equal or morepay thanthe
junior;

(d) theanomaly isdirectly asaresult of the application of the provisionsof Fundamental Rule 22 or
any other ruleor order regul ating pay fixation on such promotionintherevised pay structure:

Provided that if the junior officer was drawing more pay in the existing pay structure than the
senior by virtue of any advance increments granted to him, the provisions of this sub-rule shall
not beinvoked to step up the pay of thesenior officer.
(if) Theorder relating to re-fixation of the pay of the senior officer in accordance with clause (i) shall be
issued under Fundamental Rule 27 and the senior officer shall be entitled to the next increment on
completionof hisrequired qualifying servicewith effect fromthedate of re-fixation of pay.

(11) Subjecttotheprovisionsof rule5, if the pay asfixedintheofficiating post under sub-rule (1) islower than

8.

thepay fixedinthesubstantive post, theformer shall befixed at the same stage asthe substantive pay.
Fixation of pay of employees appointed by direct recruitment on or after 1st day of January, 2016.-

Thepay of employeesappointed by direct recruitment onor after 1st day of January, 2016 shall befixed at
the minimum pay or the first Cell in the Level, applicable to the post to which such employees are
appointed:

Provided that wherethe existing pay of such employeeappointed on or after 1st day of January, 2016
and before thedate of notification of theserules, hasalready been fixed in the existing pay structureand if
his existing emoluments happen to exceed the minimum pay or thefirst Cell inthe Level, asapplicableto
the post to which he isappointed on or after 1st day of January, 2016, such difference shall be paid as
personal pay to beabsorbed infutureincrementsin pay.

9. Increments in Pay Matrix.—Theincrement shall beasspecifiedinthevertical Cellsof theapplicableLevel

inthePay Matrix.
Pay Band 5200-20200
Suppose, Ms. ABC, who, after having been fixed in Grade Pay 2000 2400 | 2800
the Pay Matrix, is drawing a Basic Pay of Rs.32,300 Entry Pay (EP) 8460 | 9910 | 11360
inLevel 4. Levels 3 4 5
Index 2.57 2.57 2.57
When she gets an annual increment on 1st of July, she 8 26800 | 31400 | 35900
will just move one stage down in the same Level. 9 27600 | 32300 | 37000
i\
Hence, after increment, her pay will be Rs.33,300 10 28400 | 33300 | 38100
11 29300 | 34300 | 39200

10. Date of nextincrementin revised pay structure.-

(1) Thereshall betwo datesfor grant of increment namely, 1st January and 1st July of every year, instead
of existing dateof 1st July:
Provided that an employee shall be entitled to only one annual increment either on 1st January or
1st July depending on the date of his appointment, promotion or grant of financial up gradation.

(2) Theincrement in respect of an employee appointed or promoted or granted financial up gradation
including up gradation under Modified Assured Career Progression Scheme (MACPS) during the
period between the 2nd day of January and 1st day of July (both inclusive) shall be granted on
1st day of January and the increment in respect of an employee appointed or promoted or granted
financia up gradation including up gradation under MACPS during the period between the 2nd
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day of July and 1st day of January (both inclusive) shall be granted on 1st day of July.

Ilustration:

(8 Incaseof an employee appointed or promoted inthe normal hierarchy or under MACPSduring
the period between the 2nd day of July, 2016 and the 1st day of January, 2017, thefirst increment
shall accrue on the 1st day of July, 2017 and thereafter it shall accrue after one year on annual
basis.

(b) Incaseof an employee appointed or promoted inthe normal hierarchy or under MACPSduring
the period between 2nd day of January, 2016 and 1st day of July, 2016, who did not draw any
increment on 1st day of July, 2016, the next increment shall accrue on 1st day of January, 2017
andthereafter it shall accrue after oneyear onannual basis:

Provided that in the case of employeeswhose pay in the revised pay structure has been fixed
ason 1st day of January, the next increment in the Level in which the pay was so fixed ason 1st
day of January, 2016 shall accrueon 1st day of July, 2016:

Provided further that the next increment after drawal of increment on 1st day of July, 2016
shall accrueon 1st day of July, 2017.

(3) Wheretwo existing Gradesin hierarchy are merged and the junior Government servant in the lower
Grade happensto draw more pay in the corresponding Level intherevised pay structurethan the pay
of the senior Government servant, the pay of the senior government servant shall be stepped up to
that of hisjunior fromthe samedate and he shall draw next increment in accordancewiththisrule.

Revision of pay from a date subsequent to 1st day of January, 2016.—\Where a Government servant

who continues to draw his pay in the existing pay structure is brought over to the revised pay structure

from adate later than 1st day of January, 2016, his pay in the revised pay structure shall be fixed in the
manner prescribedin accordancewith clause (A) of sub-rule(1) of rule?.

Pay protection to officers on Central deputation under Central Staffing Scheme.—If the pay of the

officers posted on deputation to the Central Government under Central Staffing Scheme, after fixationin

therevised pay structure either under theserules or as per the instructions regul ating such fixation of pay
on the post to which they are appointed on deputation, happens to be lower than the pay these officers
would have been entitled to, had they beenintheir parent cadre and would have drawn that pay but for the

Central deputation, such differencein the pay shall be protected in the form of Personal Pay with effect

fromthedateof notification of theserules.

Fixation of pay on promotion on or after 1st day of January, 2016.—The fixation of pay in case of

promotion from one Level to another intherevised pay structure shall be made in the following manner,

namely:-

(i) Oneincrement shall be given in the Level from which the employee is promoted and he shall be
placed at aCell equal to thefigure so arrived at in the Level of the post to which promoted and if no
such Cell isavailableinthe Level towhich promoted, he shall be placed at the next higher Cell inthat

Level. Illustration:

Pay Band 5200-20200
Grade Pay | 2000 2400 | 2800

Level intherevised pay structure : Level 4

Levels 3 4 5
21700 | 25500 | 29200

Basic Pay in the revised pay Structure:28700

22400 | 26300 | 30100
23100 | 27100 | 31000

Granted promotion/financial up gradation under
MACPSin Level 5

23800 | 27900 | 31900
24500 | 28700 | 32900

Pay after giving one increment in Level 4:29600

Pay in the upgraded Level i.e. Level 5: 30100
(either equal to or next higher to 29600 in Level 5):

25200 | 29600 | 33900
26000 | 30500 | 34900

[N N R (RN =
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(i) Inthe case of Government servants receiving Non Practicing Allowance, their basic pay plus Non
Practicing Allowance shall not exceed the average of basic pay of therevised scale applicableto the
Apex Level andtheLevel of the Cabinet Secretary.

14. Modeof payment of arrearsof pay.-Thearrearsshall bepaid during the Financial Year 2016-2017.

Explanation. - For thepurpose of thisrule, "arrearsof pay" inrelationto aGovernment servant, meansthe
difference between-
(i) theaggregate of the pay and dearnessallowanceto which heisentitled on account of therevision of
hispay under theserulesfor theperiod effectivefrom the 1st day of January, 2016; and
(if) theaggregate of the pay and dearnessallowanceto which hewould have been entitled (whether such
pay and dearnessallowance had been received or not) for that period had hispay and allowances not

beensorevised.

15. Overriding effect of rules.- for completetext pleasevisit www.abc.publication.in
16. Powertorelax.- for completetext pleasevisit www.abc.publication.in
17. Interpretation.-If any question arisesrel ating to theinterpretation of any of the provisionsof theserules, it
shall bereferredto the Central Government for decision.
[See rules 3 (vi) and 7(2)]
Pay Matrix
Pay 67000- | 75500-
Ban- 5200-20200 9300-34800 15600-39100 37400-67000 79000 20000 80000 | 90000
G';aadye 1800 | 1900 | 2000 | 2400 2800 | 4200 | 4600 4800 5400 5400 | 6600 7600 8700 8900 10000
Level i, 3 a4 3 6 7 8 9 10 11 12 13 13A 14 15 16 17 18
1 18000 | 19900 | 21700 | 25500 | 29200 | 35400 | 44900 | 47600 | 53100 | 56100 | 67700 | 78800 | 118500 | 131100 |144200| 182200 | 205400 |225000 | 250000
2 18500 | 20500 | 22400 | 26300 | 30100 | 36500 [ 46200 | 49000 | 54700 | 57800 | 69700 | 81200 | 122100 | 135000 | 148500f 187700 | 211600
3 19100 | 21100 | 23100 | 27100 | 31000 | 37600 | 47600 | 50500 | 56300 | 59500 | 71800 | 83600 | 125800 | 139100 | 153000f 193300 | 217900
4 19700 | 21700 | 23800 | 27900 | 31900 | 38700 [49000 | 52000 | 58000 | 61300 | 74000 | 86100 | 129600 | 143300 | 157600f 199100 | 224400
5 20300 | 22400 | 24500 | 28700 | 32900 | 39900 | 50500 | 53600 | 59700 | 63100 | 76200 | 88700 | 133500 | 147600 | 162300 205100
6 20900 | 23100 | 25200 | 29600 | 33900 | 41100 | 52000 | 55200 | 61500 | 65000 | 78500 | 91400 | 137500 | 152000 | 167200 211300
7 21500 | 23800 | 26000 | 30500 | 34900 | 42300 | 53600 | 56900 | 63300 | 67000 | 80900 | 94100 | 141600 | 156600 |172200| 217600
8 22100 | 24500 | 26800 | 31400 | 35900 | 43600 | 55200 | 58600 | 65200 | 69000 | 83300 | 96900 | 145800 | 161300 | 177400 224100
9 22800 | 25200 | 27600 | 32300 | 37000 | 44900 | 56900 | 60400 | 67200 | 71100 | 85800 | 99800 | 150200 | 166100 | 182700
10 23500 | 26000 | 28400 | 33300 | 38100 | 46200 | 58600 | 62200 | 69200 | 73200 | 88400 | 102800 | 154700 | 171100 | 188200
11 24200 | 26800 | 29300 | 34300 | 35200 | 47600 | 60400 | 64100 | 71300 | 75400 | 91100 | 105900 | 159300 | 176200 | 193800
12 24900 | 27600 | 30200 | 35300 | 40400 | 49000 | 62200 | 66000 | 73400 | 77700 | 93800 | 109100 | 164100 | 181500 | 199600
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B::Zi 5200-20200 9300-34800 15600-39100 37400-67000 3;2?)?)' 7850?3?3% 80000| 90000
G:;aadye 1800 | 1900 | 2000 2400| 2800 | 4200 | 4600 | 4800 5400 | 5400 | 6600 | 7600 8700 8900 10000
Level 1 2 3 4 5 6 7 8 9 10 11 12 13 13A 14 15 16 17 18
13 25600 | 28400 | 31100 | 36400 | 41600 | 50500 | 64100 | 68000 | 75600 | 80000 | 96600 | 112400 | 169000 | 186900 | 205600
14 26400 | 29300 | 32000 | 37504 42800 |52000 | 66000 [ 70000 | 77900 | 82400 | 99500 | 115800 | 174100 | 192500 |211800
15 27200 | 30200 | 33000 | 3860 44100 |53600 | 68000 | 72100 | 80200 | 84900 |102500| 119300 | 179300 | 198300 | 218200
16 28000 | 31100 | 34000 | 3980( 45400 |55200 | 70000 | 74300 | 82600 | 87400 |105600| 122900 | 184700 | 204200

17 28800 | 32000 | 35000 | 4100¢ 46800 | 56900 | 72100 | 76500 | 85100 | 90000 |108800| 126600 | 190200 | 210300

18 29700 | 33000 | 36100 | 4220( 48200 | 58600 | 74300 | 78800 | 87700 | 92700 |112100| 130400 | 195900 | 216600

19 30600 | 34000 | 37200 | 4350( 49600 | 60400 | 76500 | 81200 | 90300 | 95500 [115500| 134300 | 201800

20 31500 | 35000 | 38300 | 4480(¢ 51100 |62200 | 78800 | 83600 | 93000 | 98400 [119000| 138300 | 207900

21 32400 | 36100 | 39400 | 4610(¢ 52600 | 64100 | 81200 | 86100 | 95800 |101400 |122600| 142400 | 214100

22 33400 | 37200 | 40600 | 4750(Q 54200 | 66000 | 83600 | 88700 | 98700 |104400 [126300| 146700

23 34400 | 38300 | 41800 | 4890( 55800 | 68000 | 86100 | 91400 |101700 |107500 [130100| 151100

24 35400 | 39400 | 43100 | 50404 57500 | 70000 | 88700 | 94100 |104800 |110700 [134000| 155600

25 36500 | 40600 | 44400 | 5190¢ 59200 | 72100 | 91400 [ 96900 |107900 |114000 138000 160300

26 37600 | 41800 | 45700 | 53504 61000 | 74300 |94100 | 99800 |111100 |117400 [142100| 165100

27 38700 | 43100 | 47100 | 5510(¢ 62800 | 76500 | 96900 | 102800 | 114400 |120900 [146400| 170100

28 39900 | 44400 | 48500 | 5680( 64700 | 78800 | 99800 | 105900 | 117800 |124500 150800 175200

29 41100 | 45700 | 50000 | 5850 66600 |81200 |102800f 109100 | 121300 |128200 [155300| 180500

30 42300 | 47100 | 51500 | 6030( 68600 | 83600 |105900f 112400 | 124900 |132000 [160000 | 185900

31 43600 | 48500 | 53000 | 62104 70700 |86100 |109100f 115800 | 128600 |136000 [164800| 191500

32 44900 | 50000 | 54600 | 6400( 72800 | 88700 |112400f 119300 | 132500 |140100 [169700| 197200

33 46200 | 51500 | 56200 | 6590¢ 75000 | 91400 |115800f 122900 |136500 |144300 174800203100

34 47600 | 53000 | 57900 | 6790 77300 | 94100 |119300| 126600 | 140600 |148600 180000 | 209200

35 49000 | 54600 | 59600 | 6990( 79600 | 96900 |122900( 130400 |144800 153100 |185400

36 50500 | 56200 | 61400 | 7200( 82000 | 99800 |126600 134300 |149100 157700 |191000

37 52000 | 57900 | 63200 | 7420 84500 [102800|130400| 138300 | 153600 |162400 196700

38 53600 | 59600 | 65100 | 7640( 87000 |105900|134300 142400 |158200 |167300 202600

39 55200 | 61400 | 67100 | 7870 89600 [109100|138300| 146700 | 162900 |172300 208700

40 56900 | 63200 | 69100 | 8110 92300 [112400|142400( 151100 |167800 (177500
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Statement of fixation of pay under central civil service (Revised pay) Rules,2016

Nameof Employee
Designation of thepostinwhich pay istobe
Status(Substantive/officiating)
Pre-revised pay band and grade pay or scale
Existing Emoluments
a. Basic pay (Pay in the applicable pay band plus applicable grade pay or basic pay inthe applicable
scale)intheprerevised structureason January 1,2016
b. DearnessAllowancessanctionedw.e.f 01.01.2016
c. Existingemoluments(atb)

agkrwhpE

6. BasicPay (pay intheapplicablepay band
plusapplicablegradepay or basic pay
intheapplicablescal€) intheprerevised structure
asonJanuary 1,2016

7. Applicablelevel in pay matrix correspondingto
pay band and grade pay or scaleshownat sl no4

8. Amountarrived at by multiplyingsl no6 by 2.57

9. Applicablecell inthelevel either equal to
or just abovetheamount at sl. no

10. Revisedbasicpay (astosl no9)

11. Stepped up pay withreferencetotherevised
pay of junior if applicable[Rule7(8) and 7(10)
of CCS(RP) Rules,2016].Nameand pay of thejunior also
tobeindicated distinctly

12. Revised pay withreferenceto the substantive pay
incaseswherethepay fixedinthe
officiating postislower thanthepay fixedinthe
substantivepostif applicable] Rule7(11)]

13. Personal pay if any [Rule7(7) and 7(8)]

14. Non-practicingalowance asadmissibleat present

intheexisting pre-revised structure

(interm of para4 of thisOM)

15. Dateof nextincrement (Rule 10) and pay after grant of increment

Date of Increment Pay afterincrementin applicablelevel of pay matrix

16.Any other relevantinformation

Date Signature and designation of head of department office
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