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Deductions from Income

In this chapter we will learn about:

· Deduction under several sections of income tax. Along with conditions for claiming these deductions.

Let us start with the most popular section for taking deduction in income tax, Section – 80C, 80CCC, 80CCD.

These are the major Sections which gives majority of the deductions to common man. That is why deductions under this section are important also.

The total limit of deduction which are eligible under these sections is Rs. 1,50,000/-.
The nature of deduction under this section is of investment nature.
Let us look at some of the investments which are deductible from income of the person under this section:
· Life Insurance Premium Paid during the previous year on the life of self, wife/husband, children. In case of HUF premium paid on the life of any of the members of the HUF is eligible for deduction.
· Investment made in PPF account opened in any of the authorized banks or post office.
· Tuition fee paid in respect of maximum to two children of the person
· Investment in tax saver Fixed Deposits.
· Investments made in Employees Provident Fund.
· Investments made in pension fund of National Housing Scheme.
· Sum deposited in 10 year or 15 year account of post office.
· Newest of them all; investment made in Sukanya Samriddhi Account of a person’s girl child.
· Investment in NSC or NSS.
· Repayment of Housing Loan.
· Investment in notified annuity funds for this purpose.
· Investment in notified mutual funds etc and many more.
· Investment in a lic annuity plan or an annuity plan of any other insurance provider (80CCC).
· Deduction in respect of investment in pension account by a person (not employee that is covered under different section). (80CCD(1))
· Deduction in respect of investment in pension account by a person who is an employee and is paying less that 10% of his salary (maximum limit). (80CCD(2)).
· New Pension Scheme. This is a new proposed scheme of government in this a additional deduction of Rs. 50,000 will be available over and above Rs. 1,50,000 limit.


These deductions are in a way, motivation for common man to invest in government securities, government funds and invest in insurance etc.

Through this deduction provision, government is able to generate extra cash from population thus it also helps in controlling inflation and forming economic policies for future.

Section – 80D.

Deduction of premium paid on Medical Insurance.

The proposed limits for this section are:
30,000 for senior citizens medical insurance and 
25,000 for others.
The limit for assessment year 2015-16 is 20,000 for senior citizens and 15,000 for others.

If the person buys; two separate medical insurance for parents and family. Then he will get deduction for both separately.
So in that case maximum limit of deduction under this head will be 60,000/- (30 +30 if for whom premium is paid is a senior citizen.)

Section – 80DD.

Deduction in respect of expenses on rehabilitation of handicapped dependent individual.

This deduction is available in relation to expenditure on rehabilitation of a dependent handicapped individual or for any payment or deposit made in a related scheme.

If that individual is severely handicapped this limit is Rs. 1,00,000 and if he/she is not severely handicapped then it will be 50,000 for assessment year 2015-16. (Return to be filed in July 2015 for salaried individuals).
For assessment year 2016-17 this limit is proposed to be increase to Rs. 1,25,000 and Rs. 75,000 respectively.

Condition for this deduction is that the handicapped person should be a relative of the assessee and he should be dependent on him.

Section – 80DDB

Deduction in respect of expenses paid on treatment of specified diseases of self or any dependent relative etc. Deduction to the extent of Rs. 40,000/- is available in respect of others and Rs. 60,000/- is available in respect of senior citizen. 

Section – 80E

Deduction in respect of interest paid on education loan taken for self or relative education purposes.

For more click here

Section – 80EE

Deductions in respect of interest paid on loan for buying house property. This section was inserted to promote house ownership in India.
Conditions:  
· The house property should be his first house property.
· The deduction claimed under this section will not be available in any other section.
· Loan must be sanctioned between 01st Apr 2013 to 31st March 2014.
· Loan should be Rs 25 Lakhs or less.
· Value of the house is Rs. 40 Lakhs or less.
· This loan should be sanctioned by a financial institution or housing finance company.
· The maximum limit under this section is Rs. 1,00,000.

Section – 80G

Deduction under this section is available for donations made during the previous year. Government issues certificates to institutions etc. to declare that donations given to those institutions etc will be eligible for deduction under this section whether it is 50% or 100% deduction on the basis of certification of that institution.
Some of these are government funds or institutions in which donation made is 100% deductible.

Section – 80GG

Deduction in respect of House rent paid during the year.
Conditions:
Deduction is least of the following:
· Rent Paid – 10% of income.
· 2,000 Per Month.
· 25 % of total income. (He should not be having any HRA, he should not own a self occupied house property and his family members shall not own any house property.)

Section – 80GGA

Donation paid for scientific research.

Section-80GGC

Donation paid to political party

Section – 80QQB

Royalty income received on patents (resident individuals).

Section – 80RRB

Royalty income received from books but not from text books.

Section – 80TTA

Deduction in respect of the interest income from the savings bank accounts with any bank or post office. The limit of this deduction is Rs. 10,000/-. First the interest income will be added to total income under the head “Other Sources” and after that deduction up to Rs. 10,000 is available.

Section – 80U

This section is for deduction to a handicapped person. He will have to take certificate from a registered medical practitioner about the percentage of his disability.
If disability is more than 80% then deduction will be Rs. 1,00,000 ( for A.Y. 2016-17 = 1,25,000 is proposed) and if diability is less than 80% then deduction will be Rs. 50,000 (for A.Y. 2016-17 = 75,000 is proposed).

Deductions u/s 24 has already been discussed in chapter “House Property Income”.

Now let us try to put these deductions in a tabular format for better understanding and quick revision also.




For more click here

____________Theory Ends Here ____________

Questions for revision:
1. The maximum limit of deduction U/s 80C?
2. Donation to political party is covered U/s?
3. Addition investment in new pension fund will give …………… addition deduction.
4. Interest on education loan is deductible U/s?
5. Deduction U/s 80DD is for?
6. Housing Loan repayment deduction is covered U/s ……….?
7. Royalty on any Patent is deductible U/s ……….?
8. Saving Bank interest is deductible to the limit of ……………
9. Section 80D gives deduction of Rs. ………… to senior citizens.
10. Mr. A paid 10,000 as his medical insurance premium he paid 5,000 as medical premium of his wife and paid 10,000 as medical premium of his mother and 10,000 as medical premium of his father. What will the deduction U/s 80D?

For more click here

Answers to the above questions are given at the next page. Please refer those.


Answers:
1. Rs. 1,50,000
2. 80GGC
3. Rs. 50,000
4. 80E
5. Rehabilitation of dependent relative who is disabled.
6. 80EE
7. 80QQB
8. 80TTA
9.  20,000 for A.Y 2015-16 and Proposed for A.Y. 2016-17 30,000.
10. 10000+5000+10000+10000 = 35,000. As parents medical insurance premium is separately deductible.
____________Theory Ends Here________________
I hope this chapter was interesting in reading and you understood the concept well. If felt for any improvement that should be made. Please write to author.lavneetrelan@gmail.com 

Thanks for Reading

CA. Lavneet Relan

For more click here
_______________________________________By: CA. Lavneet Relan, M.Com, ACA
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