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- L STUDY OF TAX SAVING INSTRUMENTS oF
A INDIVIDUAL TAX PAYERS

ABSTRACT

means the assessment of one’s financial affuirs
It reduces the burden of taxation of un ussessed by taking the
hates and relief permitted under the act, so that the
far as possible, is the least. This study aims to know the most sultable and popular tax
ont used 10 save tax and 1o know the amount saved by using that instruments Overall
study reveals that 80C deduction is the most adopted tax saving instrument and 80EE s
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Income Tax, Tax Planning, Tax Saving Instrument, Tax Avoidance and Tax Evasion.

\(OME TAX AND TAX PLANNING:
STRODUCTION

A fee charged by government on a product,
some or activity is called tax. There are two
e of taxes; if tax is levied directly on the
mme or wealth of a person, such tax is called
mitx Eog o - Income tax. If tax is levied on
xprice of goods or services it called indirect tax.
10T, Excise duty. The government needs
’:jﬂf) 0 maintain law and order in the country,
i::g‘uard the security of the country from foreign
*tr:m“r"‘,’ promote the welfare of the people.
e of isgt\flf:rlnmcnt 1s wedded to th.c socialistic
Hieey l‘hc :iyhll is the foremost brlqgc the gap
o UF fan(;i‘ poor. All this required
Mg Ty cing au(?i “‘ '"F'Oml various  sources.
_-!‘a:hm-c haianccd r-LCI" tax, 1s an .lmporlanl tool
g b Soclo-cconomic growth by

d incentives in income
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The levy of income tax in India is governed by the
income tax act 1961 and the act came into force on
Ist April 1962. Central Board of Direct Taxes is
looked after the administration of direct taxes.
Income tax is an annual tax on income. The
income of previous year is taxable in the next
following assessment .ycar at the rate or rates
applicable to that assessment year. The tax rate is
fixed by the Annual Finance Act. Income tax is
charged on the total income of every person. A
person includes Individual, Hindu Undivided
Family, Association of Person, Body of
Individuals, Firm, Company and Every other
person, The person by whom any tax or any other
sum of money is payable under income tax act
1961 is called assesses.

INCOME TAX SLAB RATE
ASSESSMENT YEAR 2020-21

Individuals (Less Than 60 Years Old)
Income Tax Slabs
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5%
Income from 2, 0. 000- 5, 00, 000
net

i a,
0. 000- 10, 00. 000 20%
10, 00, 000 30%

Income from 5, ¢
Income more than Rs.

Individuals (60 years ol
than 80 years old) .
Income Tax Slabs Tax Rate Incon

5. 3.00.000 nil

b Income from 3, 00, 000- 5, 00, 000 5% D
Income from 5, 00, 000- 10, 00, 000 20%
Income more than Rs. 10, 00, 000 30%
Very senior citizens (80 years old or more)

c x Slabs |

InwmeT-I:; rate Income up to Rs. 5, 00, 000 nil
Income from 3, 00, 000- 10, 00, 000 20%
Income more than Rs. 10, 00, 000 30%

Surcharge: If total income is between Rs.
50 lakhs and Rs. 1 crore- 10% of income tax.

0,
[f total income exceeds Rs. 1 crore-15% of
income tax

Education Cess: 4% on total of income tax
and surcharge.

TAX PLANNING: Tax planning allows a
tax payer to make the best use of the various tax
cxemptions, deductions and benefit to minimize
their tax liability over a financial year. It is an
important part of a financial plan. Tax planning
ensures accruals of tax benefits within the four
concems of law and also ensures the tax
obligations are properly discharged to avoid a
penal provision. Tax planning is ap activity
undertaken to minimize (ax liability through the
best use of aj available allowances, deductions,

exclusions, exemptions, etc. to reduce income.
TAX EVASION, TAX Avol

TAX MANAGEMENT: MR A

TAX EVASION:

deliberate atiempt of a tax p
hability by misrepresentation
of accounts including downr
words, when a person reduces
false claims of by

d or more but less
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ayer for reducing (ax
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TAX AVOIDANCE, .
reducing tax incidence ,, . isy
holes in the law. Tax as:f;fm”.c:::"‘f
doding ax without acugl p %
Royal Commission on Taxatig mg‘hc!:
explained the concept of iaVoidn for ‘ar%\"
done by adjusting the affairs iy Sance 0
there is no infringemen; of uchlam%i
taking full advantage of the oo lian ay

l’rr" Y

b
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attract the least incidence of tay Olt thr
TAX MANAGEMEN T
not possible  withoyt tax o o Play,

management is an interpg art afn:iemen: iz
takes Necessary  precautions , ¢ Plla y
legal formalities to avail the tax Wiy
deductions, Tax  managemep als
assesses  against penalty gy

charging tax obligations 10 time,
OBJECTIVES OF THE STUDY:.

> To find out the most sy

‘ itable fay -
Instrument used to saye tax. '

> To examine the amount
saving instrument.

REVIEW OF LITERATURE;

Srivasta (2017) researched and -
there are variety of investment options avalix
the market but a best investment option iz
something which is beneficial to the ui
assesses from the point of view of fax w’
wealth creation in future,

Dev (2015) carried out a sds ot
1ax planning measures adopted by d‘ﬂfm:::
class are almost uniform. Gender and T’.Q;
Wise assessees have no significant ©
with the level of tax awareness.
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Nirmala Dorasamy (2011} e
Propounded  that personal ‘l-ln:w;::-
administration reforms as a mCCh““]:C X
collection of revenue on lhjﬁ;ucfl"‘.
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AVERVIEW OF TAX SAVING
WTRUMENTS:

Sction $0C: The maximum (aX
Vi L

ue imn under Section 80C is Rs 1. 3

. -

~ X Zaor myesment avenues O eXpensss

S % % tamed as tax deductions under
- % 22 x5 below:

" aic Providet Fund

_ " “Zployess’ Provident Fund

,.|")" Post office or bank Tax saving

LR N
P Savings Ceruficates
o Funds- Equity Linked Saving
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* Lk Im--;m %0 Svstem
* Sukan * Premuug,
S wa s
Account Deposn Scherne

Section 89CC
b
‘.\‘c‘im‘:\m\\n W annun, l'l\dvr xwhon OCCC
Lit nsurance Comn LK

h ; - 0T any other
o O meeiving pension from

Section .

© Government &nfu(;r[:d %Ie\g::::
Natonal Pension Scheme The
b up w !LVoot'ch‘ salaned indivi

and Rs S0, 000 sddiional oy ben:gt ‘:ds] Eﬁ?ﬁ
(1) was proposed in Budget 2015. Individual
def&fant_ttesalaﬁedclmmmuuibute o
;O% of ther gross income and can be dﬁuufled
rom the taxable income. As per the financial vear
2020-21 the total deduction under section S0C
S0CCC and S0CCD together cannot exceed s, 1.
50, 000 and additional tax deduction of Rs 50, 000
us S0CCD. Secuon S0D: The maximum tax
deducnon hmits for senior citizens under Section
S0D for FY 2020-21 1s Rs. 30, 000.

¢an contnbute
Schemes Ee -
contnbutions can

+ Under Section 80D an individual can clam a
deduction in respect of payments towands
annual premium oa health insurance policy.
prevenuve  health  check-up or medical
expenditure in respect of SeIOr C1tizen (above
60 years of age).

« Very Senior Citizens (who are above 80 years
of age). in case they don't have health
insurance can claim a deduction of up to Rs
30. 000 incurred towards medical expenditure.
An additional deducnon can be cla_imc\i b
Individuals who Ppay premiums  tor m?;
dependent senior citizens parcnts ca‘n uf1 Si?l :‘
{nsurance premium (or) medical L;\-ptn ‘1‘5 “;
Note: Preventive health checkup qlpf:ni:n o
the extent of Rs 3. 000‘- p;:uf:t::‘ ;0130 .
clairni;i‘l n;? ut;\{ L:ic;:ltjl:‘“&w for spending on
can ¢k s

. 3 -ndg,‘nlS
A s Of  your depe
medical reatment ‘lings) that have

(spouse. parents. Kids or §
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e of severe disability H;}\C
: . 1. 25 lakh can
itofuptoRs 1.2 :
ion limit of up L o,
‘:\Cﬂ:::d of an individualto cInun1 [I"SR?]DDB =
:;uhmll Form no 10- 1A S(-:L[:‘(:,n o L
.mdt\ idual (less than 60 years 0 (ggfqpcciﬁc
p to Rs 40 000 for the treatment 01 3
u s 40,

40% disabilty. In cf

i shalf ofhis
critical ailments for hllm and on bLlThc o
dependent  under  this _sccllOlll(.m o
deduction limit under this secti

. 1t S
revised to Rs. 1. 00, 000 for Senior Citizen

> ars).
and very Senior Citizens (ablow. Sq?ug,iZs o)f
Section 80E Loan taken for hlghﬁ]f r S e
assesses or histher spouse or his eis  egal
or for a student for whom asscs.;«:f: L e
guardian, tax deduction can be ¢ Emé b
Section 80E for interes_l of suc e
Loan. There is no ]irrpl on the am g
interest claim as deduction under SEFIIO Ofs.
The deduction is availabic:: for a maximum .
years or till the interest is paid, whichever 1
carlier under the section 80E.

Section 80EE Eligible home buyers can

claim exemption of Rs. 50, 000/- for‘ interest on
home loan from assessment year begmm{lg from
Ist April 2017 and subsequent years. Sectlgn 80G
Contributions made via cheque or draft or in gash
to certain relief funds and charitable institutions
can be claimed as a deduction. Contributions such
as food, material, clothes, medicines etc do not
qualify for deduction under this act the donations
made to any Political party can be claimed under
section 80GGC and in the FY 2020-21, the limit of
deduction is reduced from current Rs 10, 000 to Rs
2, 000 under section 80G / 80GGC for donations
made in cash only. Section 80GG Under this
section total amount of tay deduction is Rs 60, 000
PCT annum. Section 80GG js applicable to ap
Individual who do not own a residentia] house &
do not receive HRA. The amount of tax deduction
will be limited to the Jeast amount of the following

* Excess of rept paid over | percent the

adjusted tota) income,

Rs 5, 000 Per month; or

25 % of the otal income.

Rebate under Section 87A for rebate totg]

€en Increaseq from 3, 50, 000 to 5

amount of rebate has beep ;
een in
o 12, 500 has be g

Budget 2019-20). Sectig

BOTTB The Intereg 80 1y,
Deposits & Reeuryy, NCom, 1 & ,

LT 3 Vgl L
office schcmcs) wil| he Qmml‘;}%: t

(limit1s up to Rg 10, OO(SXF,“D‘ UD[Hh';‘:
deduction can be C]ﬂim‘ Or %n].(}rh] 5'.. .
80TTB, however ¢d i %Y

» M0 dog, Ny iy
80TTA can be Claimcd icf léch(}ns unﬂ. ey
been claimed (the limiy for 0 . :.
u/s 80TTA). Section 80 Fy 20.),* LAY

interest on savingg bank g Offey, b
Interest income from, depos'pQS" w l;dl.ub"af
will not benefit thig S helg, Ok

Rt T

will n get this benefit l;g:“?“‘- c.,;;hn N
corporate fixed deposits ] alglere'st ink‘ b,
Section 8oy iS g . %"’
80DD. Tax deduction jq 3 1 s y
who s physically angd OWeq forlhe*‘-?,
Standard Deductign . %

menl&lly b Y
Medical Allowance The 40 000%{“
to Rs 15, 000 |

edicy) allo Ve |
S eXempteq ;. oy
salary for Fy 2020-21,])";0d CllnFome ;f-;;:‘
assesses need to - syby aiim llhis b1
employer and et the 4 b
Se:ction 10 of the Inco::;an;e bmeﬁi?‘.--.
reimbursement allowance is exemp, ei\fl r:\
RESULTS AND DISCUSSIONS

According to their
adopted tax saving ing

80C, which g0t the firgt
second most adopted tax Savine ;
80EE i. €., tax deductiop for int%r;ns?m:
up to Rs. 50, 000, Thirg choice is degyyy
Interest on education loan (80F). Courie |
made 0 certain reljef funds ang mi
Institutions (80G), deduction for medical m[
& health checkup (80D), deductions i e}

individuals (80U) got fourth, fifth ang s »
respectively,

CONCLUSION

Any individuals who wan &
income tax and want to do ta puaset §
savings, first calculate total incom m;
the income tax by deduction and Bd{‘”“;.;
total income as per taxable structure: T; '
I$ not just a strategy to reduce @\ b“r\\ |
0 save tax by encouraging 'm:'. o
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