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First Part 
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We have discussed about various aspects very specific to doctors and dentists 

in the last issue. In this issue, I am going to share the basic financial 

terminology along with other details of financial planning lessons in our daily 

life. So, here we go!! 

 

DISCLAIMER: Although every effort has been taken to make sure that there 

are no mistakes, there might be still, some mistakes inadvertently crept in the 

article. Please notify the same @ author’s email: drbhavdeep@gmail.com and 

they will be corrected ASAP. 

 

CONTINUED 

Financial Literacy and the Impromptu need of a Financial 

Consultant/Advisor 

Ideally, doctors/dentists being 

crème-de-la-crème of brains of 

society should be cracker-jack 

investors, but let’s face the bitter 

truth; most of us are surely not that 

adept in financial matters. Financial 

illiteracy lies in our education 

system because we have never been 

taught personal finance and 

financial planning in our curriculum 

since childhood so after one starts 

earning, he does commit mistakes 

and then learns from them at the 

cost of money and time. The health 

professionals like us viz. the 

dentists and the doctors though 
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start earning handsomely much 

late, but in my purview should be 

vigilant about financial planning 

from 30 years of age itself. When the 

income starts ramping up fast, we 

try to make up for the inevitable lost 

decade unrealistically and illogically 

by wrong investments compared to 

our friends when our savings could 

have been compounding otherwise, 

if we started earning at the same 

time. Secondly, given the 

skyrocketing cost of dental/medical 

education, dentists/doctors now 

come to the starting line with 

saddlebags of student debt at 

sometimes a higher rate of interest. 

Overconfidence and gullibility make 

us easy targets for sales guys, whom 

we usually mistakenly assume to be 

seriously credentialed professionals 

like us and not boiler–room bunco 

artists. A medical/dental field 

professional contact information can 

be readily harvested since our 

associations only leak our data 

(Data; which by the way is Goldmine 

these days); our habits and 

preferences carefully analyzed and 

then guided for plans which usually 

transfuse the assets into the 

broker's pockets as we people are 

too busy to cross check or verify any 

information and just want to throw 

our hard earned money to places 

where we can feel mentally secure, 

that yes, we are saving. On top of 

that, we think, we are too smart for 

our own good, as our assumption is 

that our high IQ will lead us on the 

old Olympus Towering top of the 

investment hit parade, which 

usually doesn’t happen and we then 

keep on switching one investment 

advisor to another in pursuit of 

greener pastures (read: better 

guidance).  Unfortunately, our head 

bone isn't connected to our wallet 

bone.  The returns on money 

invested in financial markets are 

variable and uncertain, but this 

loan interest is inexorable and 

certain, making a strong argument 

for getting rid of the loans as soon 

as possible.  There is no shortage of 

anecdotal evidence that 

dentists/doctors are susceptible to 

goofball investment schemes like 

extracting gold from sea water, 

growing money from plants etc. (I, 

myself have been swindled by that 

in early start of my career). Anything 

that promises sizzling returns with 

no taxes seems to loom large in our 

thinking.  In addition, there is rising 

unemployment in our field, the only 

viable option left is own practice 

which demands huge investment, 

little margins left because of ever 

rising prices of materials or stooping 

to low quality ever since Chinese 

materials’ infiltration happened in 

dental industry. Still, the most 

important of this discussion is the 

fact that demand for dental/medical 

services, although should be 

unrelated to the performance of the 

larger economy and its bewildering 

cycles of expansion and contraction 

that should bedevil the rest of us, 

but the contrary has started 

happening to all of us.  In other 
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words, being a dentist/doctor used 

to be low-beta and low-volatility 

giving us an edge, if we use it, but 

we usually don't. The ever changing 

economic slump has raised its 

venomous fangs to our field as well 

and we surely are feeling the pinch 

since the money in any business 

remains in the cycle of circulation. 

We normally used to have very 

steady, high-paid work irrespective 

of the economy which meant that we 

could afford to take more risk in our 

investment portfolios. Our late start 

also pushes up this need. Ideally, 

dentists/doctors in their 30’s should 

allocate about 80% of their portfolio 

to stocks (high risk, but high 

returns).  In fact, we should be 

overweighting value and small 

company stocks that are even 

higher-beta than the stock market 

as a whole. What is surprising to 

find according to a survey is that 

37% of dentists/doctors have less 

than 70% allocated to equities at 

this age. If the dentist/doctor hits 

the jackpot along the way, he should 

immediately scale back to a safe 

portfolio that can sustain him 

throughout his retirement. 

Otherwise, as that happy valley 

draws near, we need to start 

shepherding our portfolio more 

conservatively whether we have hit 

his magic number or not.  With no 

labor income in front of us, we 

become just like any other retiree at 

about a 40/60 stock/bond portfolio 

by the time, we get within sight of 

the gates at Leisure World. If our 

health permits and we can work 

part-time in retirement, we can 

invest more aggressively to make 

our portfolio sound healthy. Many of 

us are majorly focused on 

investments and have a product-

centric approach rather than 

managing our personal finances 

holistically because that’s where an 

expert financial consultant can 

actually help. A financial advisor 

can help us plan the financial needs 

that include goal planning, net 

worth analysis, cash flow 

management and asset allocation 

strategies to minimize taxation, 

insurance planning, risk 

management, succession planning 

and managing the tax liabilities. We 

have to understand a few vital 

points wholesomely: 

 

1. Unlike simple investment 

planning, financial planning 

approach is a much broader 

concept that helps us to take 

care of our finances by the 

financial advisor/expert. 

 

2. The methodology and 

uniqueness of wasting a decade 

(although it was for gaining 

education) shall always 

continue to haunt us inevitably, 

so without much ado, we need 

to get in touch with an expert to 

plan and organize our finances.  

 

3. We usually delay our cash 

inflows and also require 

intensive capital investments in 
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infrastructures and 

machineries which significantly 

affect our financial life in the 

longer run. 

 

4. Availability of time is gold 

otherwise, but for us, it is a 

diamond and a hard sought 

luxury. With our working 

schedules being round the 

clock, we often run short of 

time and are not able to focus 

properly on the financial 

matters. Thus, to keep our 

financial life healthy and 

running and hopping on the 

right track at the right speed, a 

financial planner is the most 

necessary. 

 

5. Own practice or a salaried job 

is one of the biggest dilemmas; 

a dentist/doctor faces in the 

initial phase of his career. We, 

the dentists usually have lack 

of employment opportunities 

(salaried job wise) and own 

practice is always a better idea, 

but since it demands high 

investments, we tend to take 

wrong decisions of over 

spending or under decorating. 

Setting up an own practice is 

not so easy and an expert 

advice on managing the 

financial aspects will be 

necessary. A financial planner 

helps us calculate how much 

investment is required, space 

requirements, cost, place, 

services offered and other 

overhead costs. They can also 

help identify the status of the 

cash flow, listing of the revenue 

and expenses. 

 

6. Partnering up a financial 

planner can help manage the 

wrong mixing up of the 

personal and professional 

expenses and help further 

planning in the right direction 

to make just the right kind of 

investment choices.  

 

7. Time problem not withstanding, 

an investment in a good 

financial planner who can 

manage the finances and give 

us sound investment advice as 

per our needs and desired goals 

can be a real match winner 

saga for us. 

 

8. However, the bottom line is that 

it might be fine to use a 

financial advisor, but making 

sure that the advice is good and 

is a better bargain i.e. a good 

advice for a fair price. The 

sooner you realize that you can 

competently do it yourself, the 

sooner you will reach financial 

independence. In my 

experience, it is rare for an 

early retiree (think late 40s or 

early 50s) to pay any significant 

sum for financial planning or 

investment management. 

Rather than trying to pinch 

pennies on minor expenses, 

just get the big expenses right 
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and everything rest will fall into 

place and take good care of 

itself. 

 

So, what are the biggest tax 

mistakes we dentists commonly 

make and how can we ensure we 

don’t make them? 

 

Before that, we have to understand 

a few terms and clear many 

misconceptions for dentists: 

 

1. Financial Year: The financial 

year (FY) is the year between 

1st April and 31st March in 

which you earn an income. 

 

2. Assessment Year: The 

assessment year (AY) is the 

year between 1st April and 31st 

March following the FY in 

which the income is evaluated. 

 

3. Understanding AY-FY: The 

Financial year is a period 

between 1st April and 31st 

March in which you earn an 

income. Assessment year is 

the following year in which 

this income is assessed and 

taxed. AY comes after FY. 

Both AY and FY begin on the 

1st of April and end on the 31st 

of March. Income is earned in 

FY and taxes on that income 

is paid in AY. Income tax 

returns are assessed the year 

after the financial year has 

finished. During the 

assessment year, taxpayers 

file their income tax return 

the returns and refunds are 

processed by the I-T 

Department in that year. 

 An e.g. for AY and FY for recent 

years: 

 

   Period Financial Year Assessment Year 

1 April 2013 to 

31 March 2014 

FY 2013-14 AY 2014-15 

1 April 2014 to 

31 March 2015 

FY 2014-15 AY 2015-16 

1 April 2015 to  
31 March 2016 

FY 2015-16 AY 2016-17 

1 April 2016 to 

31 March 2017 

FY 2016-17 AY 2017-18 

1 April 2017 to  

31 March 2018 

FY 2017-18 AY 2018-19 

1 April 2018 to  

31 March 2019 

FY 2018-19 AY 2019-20 

1 April 2019 to  

31 March 2020 

FY 2019-20 AY 2020-21 
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4. A New Financial year: Every 

financial year and assessment 

year starts on the 1st of April 

and ends on the 31st of March. 

 

5. Difference between AY and 

FY: Repeating thus again 

for the benefit of all, AY is 

the assessment year and FY is 

the financial year. Income tax 

return forms have an AY 

mentioned over them. Thus, 

from an income tax 

perspective, FY is the year in 

which you earn an income. 

AY is the year following the 

financial year in which you 

have to evaluate the previous 

year’s income and pay taxes 

on it. As mentioned above, 

assessment year is the year 

in which income is evaluated 

and taxed. This evaluation 

and taxation is done on 

income that is earned in the 

previous year, which is known 

as the financial year. For 

example, if your financial 

year is from 1st April 2018 to 

31st March 2019, then it is 

known as FY 2018-19. The 

assessment year for income 

earned during this period 

would begin after the 

financial year ends–that is on 

1st April 2019 till 31st March 

2020. Hence, the assessment 

year would be AY 2019-20. 

 

6. An ITR form has AY and not 

FY: Since income for any 

particular financial year is 

evaluated and taxed in the 

assessment year, income tax 

return forms have AY 

mentioned on them. Income is 

earned in a financial year but 

cannot be taxed before it is 

earned, hence it has to be 

evaluated and taxed after the 

financial year ends. Hence, 

taxpayers have to select AY 

while filing their income tax 

returns. 

 

7. A FY and AY in Hindi: 

Financial year is called the 

Vitiya Varsh and assessment 

year is called the Nirdharan 

Varsh. 

 

8. Income Tax regimen in 

India: There are two types of 

taxes in India – direct and 

indirect. A direct tax is a tax 

you pay on your income 

directly to the government. 

Indirect tax is a tax that 

restaurants, theatres and 

other service providers charge 

you on for goods or for 

services. This tax is, in turn, 

passed down to the 

government. Indirect taxes 

take many forms: service tax 

on restaurant bills and movie 

tickets, value added tax or 

VAT on goods such as clothes 

and electronics (these all are 

no longer used having been 
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replaced by GST). Goods and 

services tax (GST), rolled out 

in July 2017 is a unified tax 

that has replaced all the 

indirect taxes that business 

owners had to deal with. 

 

9. E-Filing: E-filing or electronic 

filing is submitting your 

income tax returns online. 

There are two ways to file your 

income tax returns. The 

traditional way is the offline 

way, where you go the Income 

Tax Department’s office to 

physically file your returns. 

The other way is when you e-

file through the internet. 

Since the year FY 2017-18, e-

filing has become compulsory 

for all returns. Earlier ITR 1 

and 2 were allowed to be filed 

manually, but all that has 

changed now since the Modi 

Government is keen on e-

governance. It is easier also 

and doesn’t require prints of 

documents. 

 

 

10. Who has to file Income Tax 

Returns: It is mandatory to 

file income tax returns in 

India if any of the below 

conditions are applicable to 

you (as per the Income Tax 

Act): 

 

a. Earn gross annual income 

more than – Rs. 2.5 lakhs 

(individuals under 60 

years), Rs. 3 lakhs 

(individuals between 60-80 

years), Rs. 5 lakhs 

(individuals above 80 years) 

b. Earn income other than 

salary like house property, 

rent etc. 

c. Want to claim income tax 

refund from the department 

d. Earn from or have invested 

in foreign assets 

e. Wish to apply for visa or loan 

applications 

f.   Company or a firm, 

irrespective of profit or loss 

 

11. Income Sources: For simpler 

classification, the Income Tax 

Department breaks down 

income into five heads. 

Everyone who earns or gets an 

income in India is subject to 

income tax. The income could 

be salary, pension or could 

be from a savings account 

that’s quietly accumulating a 

3.5%, 4%, 5%, 6% o r  n o w  

e v e n  7 % interest 

(depending upon different 

banks). Even, winners of game 

shows and contests on 

TV/Radio/Internet have to pay 

taxes on their prize money. 

 

a. Income from Salary: 

Income from salary and 

pension 

b. Income from House 
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Property: Rental income 

mostly 

c. Income from Capital 

Gains: Income from sale of 

a capital asset such as 

mutual funds, shares, 

house property, agricultural 

land 

d. Income from Business 

and Profession: This is 

when you are self- 

employed or you run a 

business. CA’s, doctors, 

architects and lawyers who 

have their own practices 

come under this. 

 

e. Income from Other 

Sources: Income from 

savings bank account 

interest, fixed deposits, 

recurring deposits, winning 

game shows etc. 

 

12. Tax Slabs: People’s incomes 

are grouped into blocks called 

tax brackets or tax slabs and 

each tax slab has a different 

tax rate. In India, we have four 

tax brackets each with an 

increasing tax rate. 

a. Income earners of up to Rs. 

2.5 lakhs 

b. Income earners of up to Rs. 

5 lakhs 

c. Income earners of between 

Rs. 5 lakhs and Rs. 10 lakhs 

d. And those who make more 

than Rs. 10 lakhs per year 

 

Income Range Tax 

rate 

Tax to be paid 

up to Rs. 2.5 lakhs No tax No tax 

Between Rs. 2.5 lakhs  

and Rs. 5 lakhs 

5% 5% of your taxable income 

Between Rs. 5 lakhs  

and Rs. 10 lakhs 

20% Rs. 12,500 (5% on 2.5 – 5 lakhs) 

+ 20% of income above Rs. 5 

lakhs 

Above Rs. 10 lakhs 30% Rs. 12,500 + Rs. 1,00,000 (20% 

on 5 – 10 lakhs) + 30% of 

income above Rs. 10 lakhs 

 

This is the income tax slab for 

FY 2019-20 for taxpayers 

under 60 years. There are two 

other tax slabs for two other 

age groups: those who are 60 

and older and those who are 

above 80 (details given above 

in point 10).  

People often misunderstand 

that if they earn for e.g. Rs. 
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15 lakhs, they will be paying 

a 30% tax on Rs. 15 lakhs i.e 

Rs. 4,50,000 (Rs. 4.5 lakhs). 

That’s not true. A person 

earning Rs. 15 lakhs in the 

progressive tax system, will 

pay Rs. 1,12,500 (see table 

above) + Rs. 1,50,000 = Rs. 

2,62,500 only as tax and not 

Rs. 4,50,000. 

 

13. A few deadlines: 

a. For Salaried: 31st January: 

Deadline to submit your 

investment proofs to your 

employer 

b. For the rest: 31st March: 

Deadline to make 

investments under Section 

80C 

c. For everyone (individuals): 

31st July: Last date to file 

your tax return 

d. Verification: 120 days 

from 31st July – Time to 

verify your tax return by 

printing, signing and 

sending a single page form 

ITR-V (Verification) to CPC, 

IT Department, but these 

days it is easily verified on 

the spot just after e-filing 

by Aadhaar or net banking 

by OTP (One time 

Password) & EVC 

(Electronic Verification 

Code). 

 

14. ITR V (Verification): Verify 

your tax return by printing, 

signing and sending a single 

page form ITR-V (Verification) to 

CPC (Centralized Processing 

Centre), Income Tax 

Department, Bengaluru, but 

these days it is easily verified 

on the spot just after e-filing by 

Aadhaar or net banking by OTP 

(One time Password) & EVC 

(Electronic Verification Code). 

 

15. Challan 280: Challan 280 is 

the slip that you will use 

for online income tax payment. 

Challan 280 is the easiest way 

to pay advance tax, regular 

assessment tax, self-

assessment tax, tax on 

distributed income and profits, 

additional charges etc. online 

via the link:  

https://onlineservices.tin.ego

vnsdl.com/etaxnew/tdsnontd

s.jsp 
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(Image Courtesy: NSDL website) 
 

The type of payment must be 

selected correctly on the 

website 

 

a. For Advance Tax, the 

category is ‘(100) Advance 

Tax’ 

b. For Self Assessment Tax, the 

category is ‘(300) Self 

Assessment Tax’ 

c. For Regular Assessment Tax, 

the category is ‘(400) Tax on 

Regular Assessment’ 

I will divulge more on Challan 

280 in later parts of this series 

 

 

16. TDS: TDS ensures steady flow 

of taxes for the government. 

TDS exists to help government 
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get tax throughout the year. 

There’s a prescribed table on 

how much tax deducted under 

what circumstances for e.g. any 

salary paid over Rs. 21,000 

(Annual Rs. 2,50,000) will 

have 10% -15% TDS 

deduction. Your employer cuts 

TDS based on the information 

available to him about you. 

So if you have made 

investments, but have not 

declared or if you live in a 

rented house, but have not 

shared rent receipts, your 

finance department will have no 

choice but to deduct tax based 

on your Cost to company or 

the CTC. This is why the 

investment proofs deadline of 

31st January is very important. 

Save yourself some headache 

and submit your investment 

proofs on time. Banks don’t 

know if you are working in a 

company or if income from 

fixed deposits is what you 

solely rely on. So, they deduct 

a standard 10% tax before they 

give away the interest. Now if 

you fall in the 20% or 30% 

bracket, it is on you to pay the 

remainder of the income tax. 

That’s why sometimes you may 

find yourself paying some tax 

at the time of filing a tax 

return. Make sure banks have 

your PAN number. They deduct 

20% tax if they don’t have your 

PAN in their records. Persons 

responsible for making 

payments have to deduct tax 

before making payment. The 

tax department wants payers 

to deduct tax beforehand and 

deposit it instead of waiting for 

you (the recipient) to make the 

tax payment yourself. The 

recipient of income receives 

the net amount (after 

deduction of tax at source). 

The recipient adds the gross 

amount to his income. TDS is 

adjusted against final tax 

due, since it is tax already 

deposited on the recipient’s 

behalf (More on TDS in later 

parts of this series). 

 

17. Advance Tax: Advance tax 

means income tax should be 

paid in advance instead of 

lump sum payment at year 

end. It is also known as ‘pay 

as you earn’ tax. These 

payments have to be made 

in installments as per due 

dates provided by the income 

tax department. If the salaried, 

freelancers, professionals and 

businesses have a total tax 

liability of Rs. 10,000 or more 

in a financial year, you are 

bound to pay advance tax or 

pay interest with penalty at 

the end. Advance tax applies 

to all tax payers, hence. 

Senior citizens, who are 60 

years or older and do not run 

a business, are exempt from 

paying advance tax. Self-

employed people must do the 
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calculation themselves and 

pay the tax to the Government 

periodically every quarter. 

 

The deadlines are: 

Due Date Advance Tax Payable 

On or before 15th June 15% of advance tax 

On or before 15th September 45% of advance tax 

On or before 15th December 75% of advance tax 

On or before 15th March 100% of advance tax 

 

To calculate your advance 

tax: Add up all the invoices 

received and include future 

payments you will be 

receiving till March 31 to 

estimate your taxable income. 

Deduct expenses directly 

related to your business and 

any investments you have 

made or will be making under 

Section 80C and accordingly 

deposit advance tax. 

 

18. Books of accounts: Books 

of accounts means a record 

of all income, expenses, 

assets and liabilities of your 

business. These financial 

records are essential for 

understanding the 

performance of your business. 

These may be compulsorily 

required in some cases. 

 

 

19. Deductions: Income from all 

the five heads is summed up 

and is called gross total 

income. From this gross total 

income, deductions can be 

claimed. These deductions 

reduce your total tax outgo 

since they lower your gross 

total income. Investments 

such as PPF, NSC or certain 

expense like life insurance 

premium, interest on 

education loan, medical 

insurance are allowed as 

deduction from your gross 

total income. 

 

20. Depreciation: When you 

purchase a capital asset, the 

benefit of such an asset is 

usually expected to last more 

than a year, such assets are 

‘capitalized’ and not charged to 

expenses when they are bought. 

Every year a small portion of 

its cost is expensed and is 

allowed to be reduced from 

your income. This expense 

which is charged every year is 

called depreciation (More on 

Depreciation in later parts of 

this series). 
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21. Tax audit: Tax audit is a 

review of your financial 

records by a Chartered 

Accountant. Your books must 

be audited if: 

a. you are a professional 

earning gross receipts 

exceeding Rs. 50 lakhs 

b. or a business owner with an 

annual revenue of over Rs. 2 

crores 

c. or you have opted for 

presumptive taxation, you 

declare your income below 

the prescribed percentage 

but your total income 

exceeds the basic 

exemption limit of Rs. 

2,50,000 (More on Tax 

Audit in later parts of this 

series). 

 

22. Form 26AS: Form 26AS has 

all tax related information of 

your PAN. It shows how much 

tax has been received by the 

government against your PAN. 

It includes TDS, tax directly 

deposited by you, refunds 

made to you etc. You can 

understand how to view and 

download your Form 26AS. It 

is a tax summary statement 

that contains all the tax 

payments you have made 

yourself (self-assessment tax/ 

advance tax) or tax someone 

deducted (TDS) on your behalf. 

You are going to need this 

document when you are doing 

your income tax e-filing. Form 

26AS can be downloaded from 

www.incometaxindiaefiling.com. 

I always advise my colleagues 

to keep checking Form 26AS at 

least once every week (More on 

Form 26AS in later parts of this 

series).   

 

23. Form 16: This is a super 

important document for all 

salaried individuals. If you 

need to know whether or not 

your company has given you 

some tax allowance like your 

offer letter says, or want to see 

how much tax has been 

deducted throughout the year, 

or need to see EPF 

contributions, it would be 

easier if you could see them 

all in one place? That is your 

Form 16 where all this 

information is available in one 

place and having a Form 16 

makes e-filing your income 

tax return very simple. You 

can upload your Form 16 and 

e-file your income tax return. 

Form 16 has: 

a. a summary of all the tax 

deducted by each quarter 

b. all the tax benefits and 

allowances you’ve availed as 

a salaried individual 

c. Section 80C deductions 

you’ve claimed through your 

employer 

d. and your taxable income 

after allowances and Section 
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80C deductions 

 

24. Form 16A: Form 16A is very 

similar to a Form 16 in that it 

contains how much tax was 

deducted over what income. 

So how’s Form 16A different 

from Form 16? Form 16A will 

never be issued by an 

employer. They are usually 

given to you by a bank that is 

deducting TDS, or a company 

that has deducted tax on your 

freelancing service. 

 

25. Digital Signature: While filing 

the audit report, both the CA’s 

signature as well as yours’ 

need to be included. For this, 

you must get a digital 

signature. Digital signature 

certificate come with validity of 

one/two years. 

 

26. Form 15G & Form 15H: What 

can you do to make sure bank 

does not deduct TDS on 

interest, if your total income is 

not taxable? (applies mainly 

to fresher dentists) Banks 

have to deduct TDS when 

interest income is more than 

Rs. 10,000 in a year. The bank 

includes deposits held in all 

its branches to calculate this 

limit. But if your total income 

is below the taxable limit, you 

can submit Forms 15G and 

15H (only for senior citizens) 

to the bank requesting them 

not to deduct any TDS on your 

interest. Form 15G and Form 

15H are forms you can submit 

to make sure TDS is not 

deducted on your income if 

you meet the conditions 

mentioned below. Also, you 

must have a PAN before 

applying for these forms. Some 

banks allow these forms to be 

submitted online through the 

bank’s website. Form 15G and 

Form 15H are valid for one 

financial year. So you have to 

submit these forms every year 

if you are eligible. Submitting 

them as soon as the financial 

year starts will ensure the 

bank does not deduct any TDS 

on your interest income. Form 

15H is for senior citizens, 

those who are 60 years or 

older; while Form 15G is for 

everybody else.  Conditions 

you must fulfill to submit 

Form 15G/15H: 

a. You are an individual or 

HUF (Hindu Undivided 

Family) 

b. You must be a Resident 

Indian 

c. You should be less than 60 

years old for form 15G 

(above 60 years or will be 

60 years for which you are 

submitting the form for 

form 15H) 

d. Tax calculated on your 

Total Income is nil 

e. The total interest income 
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for the year is less than the 

minimum exemption limit 

of that year, which is Rs 

2,50,000 for financial year 

2016-17. 

A lot of taxpayers forget to 

submit Form 15G and Form 

15H timely. In such a situation, 

TDS of one quarter may already 

be deducted by the bank. The 

only way to claim a refund of 

excess TDS deducted is by filing 

your income tax return. Banks 

or other deductors cannot 

refund TDS to you, since they 

have already deposited it with 

the income tax department. 

Income tax department will 

refund excess TDS, after 

you file an income tax return. 

TDS is usually deducted 

quarterly. So, if you forget to 

submit Form 15G/Form 15H, 

don’t worry, you can submit it 

at the earliest available 

opportunity, so that no TDS is 

deducted for the remaining 

financial year. 

 

27. Self Assessment Tax: When 

you are filing a tax return 

and you find out that you 

need to pay additional tax, 

you would be paying self 

assessment tax. Another way 

to think about this would be: 

 

a. if you are paying tax for a 

financial year after the 

deadline has ended, you 

will pay self assessment 

tax. 

b. if you are paying tax for a 

financial year during the 

financial year, you will pay 

advance tax. 

 

28. Section 87A Tax Rebate for 

FY 2017-18 & for FY 2016-

17: The primary duty of any 

government is to safeguard its 

citizens. There are many 

helpful provisions in the 

Indian tax laws to reduce your 

tax liability. Section 87A of the 

Indian Income Tax Act is one 

such provision. Section 87A 

rebate provides for income tax 

rebate to individuals earning 

income below the specified 

limit. It is being provided to 

reduce the tax burden of lower 

income bracket. Rebate under 

section 87A provides for a 

marginally lower payment of 

taxes to individuals earning an 

income below the specified 

limit.   

Who all can claim rebate 

under section 87A for FY 

2019-20?  

You can claim tax rebate under 

this provision if you meet the 

following conditions: 

1. You must be a Resident 

Individual; and 

2. Your Total Income after 

Deductions (under Section 
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80) doesn’t exceed Rs. 5 

lakh. 

3. The rebate is limited to Rs. 

12,500. This means that if 

the total tax payable is 

lower than Rs. 12,500, 

then that amount will be 

the rebate under section 

87A. This rebate is applied 

to the total tax before 

adding the Education Cess 

(4%).

 

 

(Image Courtesy: Cleartax) 

Following are a few examples of the 87A rebate allowed to Resident 

Individuals including Senior Citizens: 

Total 

Income 

Tax payable 

before Cess 

Rebate u/s 

87A 

Tax Payable + 

4% Cess 

2,70,000 1,000 1,000 0 

3,60,000 3,000 3,000 0 

4,90,000 12,000 12,000 0 

12,00,000 1,72,500 0 1,79,400 

 

(Table Courtesy: Cleartax) 

 

 

This rebate varies from each 

FY and is the discretion of 

Finance Ministry depending on 

audience pulse. For e.g. in FY 

2016-17, the same section 

read that if you are a resident 

individual and your total 

Income minus deductions 

(under Section 80) is equal to 

or less than Rs. 5,00,000, you 

are eligible for a rebate of Rs. 

5,000 under Section 87A. The 
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rebate is limited to Rs. 5,000; 

which means if the total tax 

payable is lower than Rs. 

5,000, such lower amount of 

tax will be the rebate under 

section 87A. This rebate is 

applied on total tax before 

adding Education Cess (3%). 

This rebate is also available to 

Senior Citizens who are 60 

years old but less than 80 

years old. For FY 2017-18, the 

Finance Minister provided a 

maximum Rebate of Rs. 2,500 

under Section 87A and that 

too if your total Income minus 

deductions (under Section 80) 

was equal to or less than Rs. 

3,50,000.  This rebate too was 

applied on total tax before 

adding Education Cess (4%).   

 

29. For Professionals 

(Doctors/Dentists): Your 

income tax return must 

include income earned from all 

sources. This includes income 

earned from your practice, any 

rental income, income from 

fixed deposits and savings 

accounts and income earned 

from sale of any shares or 

property, called capital gains. 

The common way going on 

since many years now is to 

consider it like a business 

activity and deduct actual 

expenses from actual receipts 

to calculate its profit and loss 

and pay tax on it. Once your 

income is calculated from all 

sources, you can claim reduce 

your taxable income by 

claiming deductions under 

Section 80 and pay tax on the 

remaining income. 

 

 

(Image Courtesy: Cleartax.com) 

30. IT Return Forms 
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(Image Courtesy: Cleartax.com) 

 

31. Need of a CA or not: We 

definitely need a CA if we need 

to get our books audited, if your 

gross income crosses Rs. 50 

lacs per annum if following the 

presumptive scheme of 

taxation. A certified CA has to 

go over the books of accounts 

and submit an audit report in 

the tax return. Even otherwise, 

we need a CA to manage our 

books of accounts and help us 

claim tax-deductible expenses. 

Moreover, the cost to hire a CA 

is tax-deductible too.   

 

32. Defective return notice under 

139 (9) for freelancers:  When 

we file an income tax return 

using the ITR-4 Form, we have 

to attach a profit and loss (P & 

L) statement along with it. The 

Income Tax Department may 

send us a defective tax return 

notice under Section 139 (9) for 

not filing out the balance sheet 

and profit and loss (P & L) 

statement. 

 

33. Deductions: Income from all 

the five heads (as in the image 

below) is summed up and is 

called gross total income. From 

this gross total income, 

deductions can be claimed. 

These deductions reduce your 

total tax outgo since they lower 

your gross total income. 

Investments such as PPF, NSC 

or certain expenses like life 

insurance premium, interest on 

education loans, medical 

insurance are allowed as 

deductions from your gross 

total income. 

 

34. Tax saving options in India: 

The most popular tax-saving 
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options available to individuals 

and HUFs in India are under 

Section 80C of the Income Tax 

Act. Section 80C includes 

various investments and 

expenses that can be used to 

claim deductions. The Section 

80C limit is Rs. 1,50,000 in a 

financial year, which means 

that you can use this entire 

amount to reduce your taxable 

income. 

 

35. Saving tax beyond Section 

80C: Apart from the deductions 

available under Section 80C, 

there are various other Section 

80 deductions that can also be 

claimed to save on income tax. 

These deductions include 

health insurance premiums, tax 

benefits on home loans. 

Another way to save tax is by 

creating a Hindu Undivided 

Family (HUF). An HUF can be 

created by married Hindu 

individuals. An HUF would 

include the creator, who is 

called Karta, and his or her 

family members. The advantage 

of an HUF is that you can split 

your income between two 

entities–yourself as an 

individual taxpayer and the 

HUF. This way, you can avail 

the same tax-saving deductions 

twice.   

 

36. Planning tax-saving 

investments for the year: The 

best time to start planning your 

tax-saving investments is at the 

beginning of the financial year 

itself. Most taxpayers 

procrastinate till the last 

quarter of the year and end up 

taking hurried last minute 

decisions on hear say or an 

urgent verbal advice on 

telephone which can’t be even 

verified or cross checked. 

Instead, if you plan at the start 

of the year, you can make 

investments that can also help 

you fulfill your long-term goals. 

Tax-saving investments should 

be used to build wealth as well 

and not only to just save tax. 

You can use the following 

guidelines to plan your tax-

saving for the year: 

a. Check the tax-saving 

expenses that you are 

already making that you can 

claim. This includes 

expenses like insurance 

premium, children’s tuition 

fees, etc. 

b. Deduct this amount from 

Rs. 1,50,000 to figure out 

how much to invest. The 

entire amount doesn’t need 

to be invested if expenses 

are covering it. 

c. Choose tax-saving 

investments on the basis of 

your goals and profile. ELSS 

funds, PPF, NPS and fixed 

deposits are some of the 

popular options. 
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This way, you can figure out 

how much you need to invest to 

save taxes. It is best to begin 

investing in the first quarter of 

the financial year so that you 

can spread the investments 

over the year. Doing this won’t 

burden you at the end of the 

year and will also allow you to 

make informed investment 

decisions. 

 

According to a study by Govt. of 

India, 70% of the people who file 

their returns do not invest fully 

under Section 80C and a big chunk 

of those are the professionals like 

us. (SHOCKING but TRUE). 

(Series to be continued) 

 

(We shall continue this series on 

Finance in the Part 9 and Part 

10 of this Series in Volume 2 

Issue 5 – Sep–Oct 2019 issue 

with other topics on Finance) 
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