“Upon education of the people of the country, fate of the country depends”

Benjamin Desiraeli 

Over the last one to two decades education has become very expensive. Education has geometric effect on the grown of a country and an individual. It was performance of our Information Technology Company, which helped put the Country into reckoning on international scale and paved the way of other reforms.

In order to give boost to expenses on education, the Income tax Act provides benefits in two ways. Firstly the Income tax Act provides a direct deduction of upto Rs. 1 lacs on accounts of fees paid for education of dependent children of an Individual. In addition to the direct benefit, the act also provides for deduction on accounts of  interest on loans taken for higher education .

In case a person having more than two children, this deduction is available in respect or two children. However in case husband and wife both are tax payers, they each can claim deduction in respect of tuition fee paid in respect of two children.

Let us examine the first benefit first:

Benefit in respect of fee paid for children:

This deduction in respect of school fees paid is covered under Section 80 c of the Income Tax Act.

A parent can claim a deduction of payment made to for tuition fee to any university, college, school or any other educational institution.  

The deduction in respect of payments made toward tuition fee can be claimed upto Rs, 1 lacs togetherwith deduction in respect of Life Insurance Premium, PF contribution, Contribution for PPF, pension etc.

Let us now consider what are the conditions for being able to get this deduction under Income Tax.

This deduction can only be claimed in respect of two dependent children of an Individual. An important point to be noted is that this deduction can only be claimed in respect of fee paid to any educational institution within India. Any fee paid for education of a dependent child for education outside India is not allowed as deduction.

It is also worthwhile to note that the deduction up to Rs. 1 lac is allowable in respect of tuition fee paid only.  Any payment as donation to any of the educational institution does not qualify for deduction under this provision. 

In addition to donations to educational institution payments made to the educational institutions toward development fee by whatever name called can also not be claim under this provision. 

Benefit in respect o interest paid for educational loans taken for relatives:

In addition to the above benefit under Income Tax act for payment of tuition fee, a person can also get the benefit of direct deduction in respect of interest paid for loan taken for the purpose of higher education of certain relatives. This deduction is available under Section 80E of the Income Tax, Act. 

This benefit can only be claimed in respect of interest paid on loans taken for higher studies. 

Let us examine what is higher education?

Higher education for the purpose of claiming this expenditure means any educational course undertaken after completion of Senior Secondary Examination.

This deduction in respect of interest can be claimed in respect of loan taken for education of the following persons:

1. The Individual himself

2. Spouse of the Individual

3. any children of the individual

4. any student in respect of whom the person is legal guadian.

This deduction can be claimed for eight year in a row beginning from the year when the interest payment starts.

As the benefit can be claimed by the parent as well as the child, the person taking the education can start claiming this deduction, once he starts earning paying the interest himself.

Is there any limit for this benefit:

There is no restrictions on the amount up to which the deduction can be claimed unlike a overall limit of Rs, 1 lac for payment of tuition fee as discussed earlier.

From whom can you take the loan for this purpose?

In order to take the benefit of interest payment under Income Tax provision, the loan can be taken from any financial Institution or any approved charitable Institution. The financial institution as well as the charitable institution should be recognized as such by the central government.

It may be noted that the deduction under this  section is allowable for payment of interest only unlike earlier where the loan as well as interest were covered for the benefit of deduction from income of a person.

It is interesting to note that the deduction in respect of interest payment for loan can be interest of education anywhere in the world, unlike deduction for tuition where the educational institution has to be situated in India.

Both the benefits are available to individuals only and not to HUF.

Balwant.jain@apnapaisa.com

