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ABSTRACT 

Loans and debts taken for study, new clinical set up or for expansion eat into a 

dentist’s income on monthly basis since we need to invest a lot in today’s time to 

sit at a work place (clinic) which seems comfortable and looks hi-fi both to 

patients and us. Secondly, if we have loans and EMI’s running into several big 

thousands and we suffer from poor debt management, we need to act surely and 

really fast. A realistic plan needs to be devised which can transform our monthly 

EMI’s to monthly savings instead. As usual, there will be two ways to do this 

task, either do it ourselves by enlarging our knowledge database or seek the 

help of a genuine professional a.k.a. the financial consultant to get us back on 

track. EMI’s take away from both our day to day income and savings and any 

acquired extra interest. Loans can seriously jeopardize the investment strategy 

and put a constraint on the retirement nest egg, thereby reducing our ability to 

build a fortune. The biggest effect will be on the tax outcome as we can’t make 

use of the tax-effective investments which ultimately serve a double purpose of 
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growing our wealth and reduce our tax liability over long term. There are various 

ways, means and strategies which can assist us in converting bad debt (non-

deductible) into good (tax-deductible) debt. 

 

Choice between the right and the wrong financial consultant 
 

All categories of dentists and doctors (beginners to experienced ones) can 

benefit from working with the right financial consultant and by beginners here, 

I means the ones with limited or fewer investments and assets. One of the 

biggest blunders committed by us (the dentists) is retaining the same financial 

consultant when our financial situation and practice outgrows our initial start 

up and so do our tax planning requirements because that is the time to change 

as our financial consultant’s experience also outgrows. The routine financial 

specialist may lack the knowledge and skills to deal with dental fees and how 

to add income from multiple sources such as share basis, lease basis, salary 

and private practice, out-of-pocket gaps, all clubbed together even if they follow 

one basic method of accounting for us, along with the many complexities 

associated with running a dental practice. This can potentially lead us to be 

stuck with a heftier tax liability. There is a big dearth of our field or say dental 

financial consultants/specialists who are knowledgeable about the nuances of 

allowable deductions for dentists, doctors and medical specialists. We need 

those guys who know more about tax-effective structures for dentists and 

doctors like service and investment trusts. Tax regulations are changing all the 

time and for dentists with their own practices and with many income-

generating assets, tax returns can be a minefield. Due to these shortcomings, 

some dentists are tempted to prepare their own tax return but yes, lack of 

specialist knowledge of investments can most of the times make us miss out on 

opportunities for large tax savings. We are usually over-awed by TV ads of 

mutual funds (Sahi Hai, Yaar), to put in monthly investment as SIP (Systemic 

Investment Plan), but which fund, which types, how much amount, we don’t 

know. That is where we peep on our friends’, neighbours’ and colleagues’ 

investment portfolio without knowing their actuality of funds and tax structure 

and believe me friends, that is a very big hole to fall in. Your tax return should 

ideally be completed by a financial advisor or tax specialist with niche 

knowledge about our field (dental/medical). Some dentists (who make their 

own returns) neglect to claim small deductions which can gradually add up to 

large tax savings over the course of the whole financial year. Remember, you 

can claim a deduction on everything from hiring a chartered accountant or 

financial consultant to professional membership fees, if we are going the 

conventional way and not the Section 44ADA way as explained in the Part –I of 

this article in last issue. Smaller deductions usually include work-related car 
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expenses, home-office expenses. Often it is just a matter of implementing the 

right record-keeping processes to generate accurate deduction amounts for 

these items; work with your accountant or financial advisor to ensure you are 

getting the most out of your tax deductions.    

                 Dentists also need sound financial advice just as much as anyone 

else, but they may be stumped about where to go to find it. We usually have 

many patients in the form of financial salespersons banging down our doors, 

but these people may not have our best interests in mind. As I mentioned in 

the last issue, we the dentists or doctors tend to assume that we are able to 

make sound financial decisions just because we are qualified to save teeth and 

lives respectively, but at the cost of repetition, we know by now that this line of 

logic for applying on financial field for us is faulty and we the dental and the 

medical professionals lack acumen in this area and desperately need to find a 

financial consultant who can sail us through in torrid and crunchy times. 

 

Health Professionals love Real Estate especially when both are in same 

profession (practice) – one of the many reasons of poor Financial Planning 

Many dentists and doctors in India invest in real estate for investment after 

setting up their practice and starting earning handsomely. We tend to be 

invested much overweight in real estate which is usually not a good idea. A 

part of that thinking goes on to believe that real estate is a safe bet as it will 

grow upwards only unlike stock market which can go downwards or crash 

anytime and secondly, it can be withdrawn as and when needed with no time 

based bond like a few mutual funds, market linked securities and debentures. 

We have to understand real estate is one of the asset classes and there will be 

periods of exacerbations & remissions (meaning over-performance and under-

performance). The real problem is sometimes, when husband and wife, both 

are dentists/doctors; let us assume doing private practice (not in job) in 

separate outlets. A typical example of self-employed professionals earning very 

well but just well oiled earning machines only as, that is where the buck stops 

actually as they usually won’t be doing any financial planning. Because of an 

overtly busy schedule, they usually won’t be keeping a check on how much 

they earn because of variability in the monthly earnings (nothing is fixed in a 

private practice) and because of this usually, personal and professional 

expenses get muddled up. They do not have time for investment planning, tax 

planning etc. and end up making wrong investment choices at the fag end of 

financial year in March on just a verbal advice, hearsay or free advice or even 

worse, evade tax by hiding income. Many are so busy with turbulent working 

times that they don’t have the time or inclination to spend time on managing 

finances. Such medico/dental couples need to take certain drastic steps like 

separating out personal and professional expenses, creating a budget with a 
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high insurance cover for both and kids so that personal goals and professional 

expenses are taken care off in case of unfortunate events. Certain realistic 

financial goals like children’s education, retirement plans have to be worked 

out with the help of a financial planner, if not by themselves and then have to 

realistically stride towards achieving the same by investing properly and 

reviewing their investments regularly. They have to take stern decisions of 

investment via financial advisor if they are not comfortable doing this on their 

own. Dentists/Doctors need to be in tune with the current technological 

advancements, trends and changes, to stay updated with the latest 

technologies and to keep updating our skills, as we normally invest more than 

any other profession. Though we come with an advantage that we can practice 

our profession throughout until possible, we should not be negligent thinking 

that the career is long enough and retirement plans should always be kept in 

mind, which most of us usually tend to ignore. Due to late entry into income 

earnings compared to other professions, we usually invest for high returns 

resulting in lower than expected returns and sometimes even losses.  

Do’s and Don’ts for us – The Dentists / Doctors 

We, the health professionals are fond of giving instructions to our patients as 

doctors or dentists, but when it comes to finance, we ourselves have to follow a 

few do’s and don’ts or saying it other way, a taste of our own medicine in 

matters of finance. We have to follow a few cardinal rules to ensure that our 

finances remain in a healthy condition (similar to what we expect in our 

patients). Some of the mistakes commonly made by us are: 

 

1. The temptation to splurge should be curbed big time once we start earning 

the big bucks. This urge basically stems from the so called ‘exile’ period we 

have spent in our so many spent years as a junior student first, then as a 

senior student and then career struggling etc. when we feel, we missed out 

on opportunities to have fun as we started to earn well much later in life 

than our school, college or other friends. The urge spills on to fancy 

vacations, new cars, eating out every alternate day at expensive joints etc. 

This juncture is very important to keep a check on our expenditure and 

concentrate on savings and investments. This doesn’t mean that we totally 

limit ourselves to the above, but drawing a decent line somewhere down 

the line does help a lot. 

2. Busy schedule and time constraint makes us more vulnerable since we are 

one of the most hard pressed professions for time and in the daily 

crushing of things, we tend to take a back seat in managing our finances 
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usually leading us to either invest in a very unstructured and impromptu 

manner or the decision making is handed over to a non-expert. 

3. Prime importance is to be given to have good amount of life cover and 

disability insurance cover so that financial needs of family and profession 

are taken care of in case of unforeseen and unfortunate events. 

4. Wrongly made heavy investments in real estate is not a good idea for us as 

real estate is just an asset class and totally investing in it might not be 

better for overall returns. 

5. In this era of ‘consumer is king’, when there is a patient knocking on the 

doors of consumer court every minute, a good professional indemnity 

cover is also a must.  

6. Usually our improper investments for tax planning because of our pre-

conceived notions that the objective of tax planning is to minimize the 

taxes and ending up investing in places which are not in our best interest. 

This blinkered vision often results in unwanted loans, investment in real 

estate and insurance sector in an unorganized manner. 

7. For most of us, our private practice is our biggest investment, so we have 

to know to nurture, grow, save & ring fence the same against all sort of 

evils or threats. 

8. We all have a very busy schedule and we work manyatimes post our fixed 

working hours as well to attend to various emergencies. On top of that, we 

have our family, health and social engagements etc. also to look forward 

to. A healthy life wise fitness schedule is a must for each one of us. We 

have to eat just the right and do a regular exercise to remain in a good 

physical shape. We have to be associated with some passion which can be 

a game, a brain challenging activity which makes us switch off from our 

work for some time and pursue the same so that we continually get a kick 

in our life to stay mentally fit as well and this is important for our sound 

financial health also. 

9. We have to understand that once settled we are not going to face major 

recessions in our industry (ignoring the smaller ones), hence we can afford 

to take higher risks in our investment assortment portfolio, but being 

unaware of this or being misguided by non-experts, we tend to over-invest 

in low-risk low-return products. 

10. Our financial plan has to be firm and proper after a thorough and proper 

research with primary and secondary financial goals listed and it should 
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be deftly executed to achieve those goals. If there is no time to research 

and make a plan, outsource the same by hiring the services of a good 

financial planner who should have a proper investment plan investing in a 

variety of assets including equity, mutual funds and debt so that the 

investment portfolio is diversified and the returns are optimum and are 

appreciated long-term capital wise. It is high time that we understand the 

importance of such financial professionals. The loans and debts should 

not go beyond our ways and means.   

11. We should pay off our education loans first and only then go for home loan 

or loans for buying property to set up our own clinic. We should ensure 

that we understand the investments and performance of the investments 

rather than blindly following the advice of the financial planner. We should 

revisit our financial plan regularly and tweak it as per changes in our life 

situations and macro and micro economic conditions. 

12. We also have to invest in ourselves by upgrading our skills, learning about 

new research and developments, newer products, materials via 

conferences, convocations, seminars, etc. and that too requires some 

investment and some savings and that too regularly. 

13. We lead busy lives but it is important for us to focus on our finances so 

that we can grow our wealth, manage our taxes and lead a healthy and a 

secure financial life. Mental security is very important for us to have a long 

career in our professional field as well.   

 

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 

crackerjack 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 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 otherwise could 

have been compounding, if we started earning at the same time. Secondly, 
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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 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 
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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 at 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. We usually delay our cash inflows and also require 

intensive capital investments in infrastructures and machineries which 

significantly affect our financial life in the longer run. 

 

3. Availability of time is gold 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. 

 

4. 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 
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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. 

 

5. 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.  

 

6. 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. 

 

7. 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 and everything rest will fall into place and take good care of 

itself. 

 

Before that, we have to understand a few more terms and clear many more 

misconceptions for dentists as we did in the Part 1 of this article in the last 

issue from S. No. 1-34. Continuing with the same as we move ahead, from 

point 35 onwards: 

 

35. Need of a CA or not: We definitely need a CA if we need to get our books 

audited (as mentioned in last issue, if your gross income crosses Rs. 50 

lacs per annum as per Section 44 ADA). 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.   

 

36. 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 
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balance sheet and profit and loss (P & L) statement. 

 

37. 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. 

 

 

(Image Courtesy: Cleartax.com) 
 

 
38. Deductions on Section 80C, 80CCC & 80CCD 

a. Section 80C: Under Section 80C, a deduction of Rs. 1,50,000 can be 

claimed from the total income. In simple terms, we can reduce up to 

Rs. 1,50,000 from our total taxable income via Section 80C. This 

deduction is allowed to an Individual or an HUF (Hindu Undivided 

Family). A maximum of Rs.1,50,000 can be claimed for the financial 

year 2016-17. The limit for the financial year 2017-18 is also Rs. 

1,50,000. If you have paid excess taxes, but have invested in LIC, 

PPF, Mediclaim, incurred towards tuition fees etc., you can file your 

Income Tax Return and get a refund from the IT department. 

Sometimes, we have deductions or investments eligible for Section 

80C, but you may not have submitted proof to your employer usually 

by 31st January of the financial year, so excess TDS may be deducted. 

We can still claim these deductions while e-filing as long as we have 

the proof with us. 

 

b. Section 80CCC: This section provides the deduction for Premium 
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Paid for Annuity Plan of LIC or Other Insurance. This is for any 

amount paid or deposited in any annuity plan of LIC or any other 

insurance. The plan must be for receiving a pension from a fund 

referred to in Section 10 (23AAB). Pension received from the annuity 

or amount received upon surrender of the annuity, including interest 

or bonus accrued on the annuity, is taxable in the year of receipt. 

 

c. Section 80CCD: This deduction is for Employee’s contribution to 

Pension Account and is allowed to an individual who makes deposits 

to his/her pension account. The maximum deduction allowed is 10% 

of salary (in case, the taxpayer is an employee) or 10% of gross total 

income (in case, the taxpayer being self-employed) or 

Rs. 1,50,000, whichever is less. From FY 2017-18, in the case of a 

self-employed individual, maximum deduction allowed is 20% of gross 

salary instead of 10% earlier (subject to a maximum of Rs1,50,000). 

However, the combined maximum limit which can be availed for 

Section 80C, Section 80CCC and Section 80CCD (1) deduction is 

Rs 1,50,000.  

 

d. Deduction for Self-contribution to NPS – Section 80CCD (1B): A 

new section 80CCD (1B) has been introduced for an additional 

deduction of up to Rs. 50,000 for the amount deposited by a taxpayer 

to their NPS (National Pension System) account. Contributions to Atal 

Pension Yojana are also eligible for this. In Employer’s contribution to 

NPS, Section 80CCD, an additional deduction is allowed for 

employer’s contribution to employee’s pension account of up to 10% 

of the salary of the employee. There is no monetary ceiling on this 

deduction. 

 

39. Deductions on Sections like 80TTA, 80GG, 80E, 80EE, 80CCG 

 

a. Section 80 TTA: This Section is for deduction from Gross Total 

Income for Interest on Savings Bank Account. A deduction of 

maximum Rs. 10,000 can be claimed against interest income from a 

savings bank account. Interest from savings bank account should be 

first included in other income and deduction can be claimed of the 

total interest earned or Rs. 10,000, whichever is less. This deduction 

is allowed to an individual or an HUF. The deduction is claimed for 

interest on deposits in savings account with a bank, co-operative 

society or even post office. Section 80TTA deduction is not available 

on interest income from fixed deposits, recurring deposits, or interest 
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income from corporate bonds. 

 

b. Section 80GG: This Section is available for deduction for House Rent 

paid, where HRA (House Rent Allowance) is not received. The 

taxpayer, spouse or minor child should not own residential 

accommodation at the place of employment. The two conditions for 

deduction under this section are: 

 
1. The taxpayer should not have self-occupied residential property in 

any other place.  

2. The taxpayer must be living on rent and paying rent.  

 

The deduction available is the minimum of:  

1. Rent paid minus 10% of total income 

2. Rs. 5000/- per month 

3. 25% of total income 

For the financial year 2016-17 – The deduction calculation has been 

raised to Rs. 5,000 a month from Rs. 2,000 per month as earlier. 

 

c. Section 80E: This Section is available for deduction for Interest on 

Education Loan for Higher Studies. A deduction is allowed to an 

individual for interest on loan taken for pursuing higher education. 

This loan may have been taken for the taxpayer, spouse or children or 

for a student for whom the taxpayer is a legal guardian. The 

deduction is available for a maximum of 8 years (beginning the year in 

which the interest starts getting repaid) or till the entire interest is 

repaid, whichever is earlier. There is no restriction on the amount that 

can be claimed. 

 

d. Section 80EE: This Section is available for deductions on Home Loan 

Interest for First Time Home Owners. This section has undergone a 

few changes in the last budget. The deduction under this section is 

available only to individuals for the first house purchased where the 

value of the house is Rs. 40 lakh or less and the loan taken for the 

house is Rs. 25 lakh or less. The loan has to be sanctioned between 

01.04.2013 to 31.03.2014. The aggregate deduction allowed under 

this section cannot exceed Rs. 1,00,000 and is allowed for financial 

years 2013-14 & 2014-15 (Assessment year 2014-15 and 2015-16). 

This deduction is not available for the financial year 2015-16 
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(Assessment year 2016-17). This section was revived in Budget 2016 

and is applicable starting FY 2016-17. The deduction under this 

section is available only to an individual who is a first time home 

owner. The value of the property purchased must be less than Rs. 50 

lakh and the home loan must be less than Rs. 35 lakh. The loan must 

be taken from a financial institution and must have been sanctioned 

between 01.04.2016 to 31.03.2017. Under this section, an additional 

deduction of Rs. 50,000 can be claimed on home loan interest. This is 

in addition to deduction of Rs. 2,00,000 allowed under Section 24 of 

the Income Tax Act for a self-occupied house property. If you have 

claimed this deduction in FY 2016-17, then you can continue to claim 

this deduction till the loan is repaid. For Financial Year 2017-18: 

This deduction is not available for the running FY 2017-18. 

 

e. Section 80CCG: This section refers to the Rajiv Gandhi Equity 

Savings Scheme (RGESS). The RGESS was launched after the 2012 

Budget. Investors whose gross total income is less than Rs. 12 lacs 

can invest in this scheme. Upon fulfillment of conditions laid down in 

the section, the deduction is lower of 50% of the amount invested in 

equity shares or Rs. 25,000 for three consecutive Assessment Years. 

Rajiv Gandhi Equity Savings Scheme has been discontinued starting 

from April 1, 2017. Therefore, no deduction under section 80CCG will 

be allowed from AY 2018-19. However, if you have invested in the 

RGESS scheme in FY 2016-17 (AY 2017-18), then you can claim 

deduction under Section 80CCG until AY 2019-20 for three years as 

per the scheme clause deduction for three consecutive Assessment 

Years. 

 

40. Deductions on Sections like 80D, 80DD, 80DDB, 80U, 80G, 80GGB, 

80GGC, 80RRB 

 
a. Section 80D: This Section is available for deduction for premium paid 

for Medical Insurance. A deduction is available for up to Rs. 25,000 to 

a taxpayer for insurance of self, spouse and dependent children. If 

individual or spouse is more than 60 years old, the deduction 

available is Rs. 30,000. An additional deduction for insurance of 

parents (father or mother or both) is available to the extent of 

Rs. 25,000, if less than 60 years old and Rs. 30,000 if parents are 

more than 60 years old. For uninsured super senior citizens (more 

than 80 years old) medical expenditure incurred up to Rs. 30,000 

shall be allowed as a deduction under section 80D. Therefore, the 
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maximum deduction available under this section is to the extent 

of Rs. 60,000. (From AY 2016-17, within the existing limit, a 

deduction of up to Rs. 5,000 for preventive health check-up is 

available). The deduction under the Section 80D is available to an 

individual or a HUF. 

 
b. Section 80DD: This Section is available for deduction for 

Rehabilitation of Handicapped Dependent Relative. This deduction is 

available to a resident individual or a HUF and is available on: 

1. Expenditure incurred on medical treatment (including nursing), 

training and rehabilitation of handicapped dependent relative. 

2. Payment or deposit to specified scheme for maintenance of 

dependent handicapped relative. 

Where disability is 40% or more but less than 80% a fixed deduction 

of Rs. 75,000 is allowed. Where there is severe disability (disability is 

80% or more), a fixed deduction of Rs. 1,25,000 is allowed. A 

certificate of disability is required from prescribed medical authority.  

P.S.: A person with ‘severe disability’ means a person with 80% or 

more of one or more disabilities as outlined in Section 56 (4) of the 

‘Persons with disabilities (Equal opportunities, protection of rights 

and full participation)’. 

 

c. Section 80DDB: This Section is available for deduction for Medical 

Expenditure on Self or Dependent Relative. A deduction of Rs. 40,000 

or the amount actually paid, whichever is less is available for 

expenditure actually incurred by resident taxpayer on himself or 

dependent relative for medical treatment of specified disease or 

ailment. The diseases have been specified in Rule 11DD. A certificate 

in form 10 I; which was earlier required to be furnished by the 

taxpayer from any Registered Doctor is now no longer required. In 

case of senior citizen, the deduction can be claimed up to Rs. 60,000 

or amount actually paid, whichever is less. For super senior citizens, 

Rs. 80,000 is the maximum deduction that can be claimed. 

 

d. Section 80U: This Section is available for deduction for Person 

suffering from Physical Disability. A deduction of Rs. 75,000 to a 

resident individual who suffers from a physical disability (including 

blindness) or mental retardation. In case of severe disability, 

deduction of Rs. 1,25,000 can be claimed. Certificate should be 

obtained from a Govt. Doctor and the relevant rule is Rule 11A. This 
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is a fixed deduction and not based on bills or expenses. 

 

e. Section 80G: This Section is available for deduction for donations 

towards various social causes. The various donations specified in 

Section 80G are eligible for deduction up to either 100% or 50% with 

or without restriction. The Section 80G deduction is not applicable, in 

case donation is done in form of cash for amount over Rs. 10,000. 

From Financial Year 2017-18 onwards, any donations made in cash 

exceeding Rs. 2000 will not be allowed as deduction.  The donations 

above Rs. 2000 should be made in any mode other than cash to 

qualify as deduction under Section 80G. The donations with 100% 

deduction without any qualifying limit include for e.g. National 

Defence Fund set up by the Central Government, Prime Minister’s 

National Relief Fund etc. The donations with 50% deduction without 

any qualifying limit include for e.g. Jawaharlal Nehru Memorial Fund, 

Prime Minister’s Drought Relief Fund, Indira Gandhi Memorial Trust, 

The Rajiv Gandhi Foundation etc. 

 

f. Section 80GGB: This Section is available for deduction on 

contributions given by Companies to Political Parties. A deduction is 

allowed to an Indian company for amount contributed by it to any 

political party or an electoral trust done by any way other than cash.  

 

g. Section 80GGC: This Section is available for deduction on 

contributions given by any Individual person to Political Parties. The 

deduction under this section is allowed to a taxpayer except a 

company, local authority and an artificial juridical person wholly or 

partly funded by the government, for any amount contributed to any 

political party or an electoral trust done by any way other than cash.   

 

h. Section 80RRB: This Section is available for deduction with respect 

to any Income by way of Royalty of a Patent. This deduction for any 

income by way of royalty for a patent registered on or after 

01.04.2003 under the Patents Act 1970 shall be available up to Rs. 3 

lacs or the income received, whichever is less. The taxpayer must be 

an individual resident of India who is a patentee. The taxpayer must 

furnish a certificate in the prescribed form duly signed by the 

prescribed authority. 

A summary of all Section 80 Deductions is listed below in image format. All the 

below images are courtesy www.cleartax.com 
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41. Expectations from Section 80C in Budget 2018: With the Union Budget 

just round the corner, individual taxpayers are eagerly hoping that the 

Budget 2018 be a more common man friendly one when compared to that 

of last year. In fact, one of the many speculations last year was an 

increase in the deduction that can be claimed under Section 80C from Rs. 

1.5 lacs to Rs. 2 lacs. Much to the disappointment of individual taxpayers, 

it was not announced.  Section 80C provides a tax break of up to Rs 1.5 

lacs for investments made by individuals or HUFs in tax-saving 

investments such as PPFs, EPFs, Mutual Funds / ELSS (Equity Linked 

Saving Scheme), Fixed deposits or premium paid towards a life insurance 

policy, principal component of a housing loan repayment, expenses on 

children’s tuition fee and many more (as discussed in detail above). This 

year, once again, there is a hope that this limit under Section 80C would 

be raised by the government. The individual taxpayers would undoubtedly 

benefit immensely out of this move on two accounts. For example, you can 

invest in ELSS which can be claimed as a deduction under Section 80C. 

ELSS has of late gained a lot of popularity among the investor taxpayers in 

terms of better returns, shorter lock-in period, tax-free gains on 

redemption etc. Individual taxpayers would be happy to save more and 
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also, in turn, benefit from the lower tax outgo. From the government’s 

perspective, this being an impetus to invest more by people. The 

government, in turn, would also stand to gain as taxpayers would choose 

to invest in those avenues prescribed under Section 80C than lock up 

their surplus funds in unproductive assets. This would definitely turn out 

to be a win-win move for both the government and the taxpayer. 

Interestingly, there are also speculations that the raise under Section 80C 

to the extent of Rs. 50,000, would be exclusively for a claim of deduction of 

principal amount repaid towards a housing loan by a taxpayer. If this is 

the proposal, taxpayers would be encouraged to pre-pay their housing 

loans which so far have been considered futile by the taxpayers, given the 

absence of any benefit upon the pre-payment. Clarity in all these aspects 

would emerge only once the Union Budget 2018 is out. So keep your 

fingers crossed, wait and watch! 

 

42. Tax saving options in India: The most popular tax-saving 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. 

 

43. 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. More on HUF in the next issue, for sure. 

 

44. 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. As 
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mentioned in the last issue, 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. 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. 

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. 

 

45. How to reach Rs. 1,50,000 under Section 80C with No Investments: 

Lately not a day passes without someone mentioning Section 80C and 

Rs.1,50,000, Isn’t it? You sit with friends over a coffee and someone tells 

you that they just invested money in a Mutual Fund or ELSS in a last-

minute attempt to save taxes. You get calls at least once a week from 

mutual fund agents telling you to make the most of the enhanced limit. 

The Finance Minister of India, Mr. Arun Jaitley had increased the overall 

limit of Section 80C to Rs.1,50,000 from Rs.1,00,000 in Budget 2014 to 

boost contributions to small savings schemes. This additional investment 

of Rs.50,000 can reduce your taxes by Rs. 5,150 if you are in the 10% tax 

bracket; Rs. 10,300 if you are in 20% tax slab and Rs. 15,450 for those in 

the 30% tax slab, but before you get convinced that you must make 

investments to take advantage of the extended limit under Section 80C, 

read the below. There are ways to reach Rs. 1,50,000 under Section 80C 

with No Investments at ALL. Let’s examine the above in detail here. 

Section 80C not only encourages investments in savings schemes but also 

offers tax relief on some of your expenses. 

a. Check your PF balance. Your provident fund contribution 

accumulated over the years itself might add up to a sizeable amount 

and this is covered under the Rs. 1,50,000 limit. 
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b. If you bought a house, expenses related to stamp duty and 

registration charges can be deducted under Section 80C (We shall 

take them up in next issue). 

c. Is you are paying off home loan, please do check your home loan 

interest certificate for EMI payment details. Your interest payments 

and principal repayment for this year can be claimed as a deduction. 

d. The fee receipts paid for school or college going children can be added 

(this also includes play school, preschool, kindergarten etc). 

e. Any life insurance premium payments can be claimed as well but here 

the only condition is that the premium must be less than 10% of the 

sum assured. 

Add the above all up. Rs. 1,50,000 – (a+b+c+d+e) = Amount left for 

investments under Section 80C. You might find yourself with very little 

of the overall limit left, may be around, Rs. 20,000. This way you can begin 

thinking about investing your money in products that suit your risk 

profile. 

 

46. Predominantly done investments under Section 80C include PPF, NSC, 

NPS, Tax Saver FDs, Post Office Term Deposit, ELSS, RGESS, ULIP, Senior 

Citizens Savings Scheme, Sukanya Samridhi Account. We shall take them 

up all and a few more as well in next issue. I am giving a little explanation 

of the commonly done Investments done for tax saving under Section 80C 

deductions below: 

 
a. Investments in ELSS funds: ELSS stands for Equity Linked Savings 

Scheme. These are tax-saving mutual funds that invest at least 65% 

of their assets in the stock markets. Investments of up to Rs. 

1,50,000 in ELSS funds can earn a tax break under Section 80C. The 

advantage of ELSS funds is that they come with the lowest lock-in 

among all tax-saving investments i.e. 3 years. Apart from that, 

because of their equity exposure, ELSS funds are best placed to help 

you earn inflation-beating returns over the long-term. Even though 

these tax-saving mutual funds don’t offer guaranteed returns, the 

best performing ones have generated 12-15% returns over the long-

term through the power of compounding interest. Additionally, since 

ELSS funds are equity-oriented funds, all capital gains on 

investments held for over one year are tax-free for the investor. 

 

b. Investments in Public Provident Fund (PPF):  Deposits made in 
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a PPF account are eligible for tax deductions under Section 80C. A 

maximum of Rs. 1,50,000 can be claimed in one financial year. PPF 

gives guaranteed interest that is fixed by the Finance Ministry for 

every financial year. The current interest from the PPF for FY 2017-18 

is set at 7.6% (from 1st January, 2018) that is compounded annually. 

The PPF has tenure of 15 years, after which the withdrawals are tax-

free. While the PPF doesn’t allow premature withdrawals, the account 

holder can take loans against the corpus (collection) in their PPF 

account.   

 

c. Investments in Employee Provident Fund (EPF): An employee’s 

contribution to the Employee Provident Fund (EPF) account also 

earns a tax break under Section 80C of up to Rs. 1,50,000. This 

amounts to 12% of salary that is deducted by an employer and 

deposited in the EPF or other recognized provident fund. The current 

interest rate on the EPF is 8.65%. 

 

d. Investments in Tax-saving Fixed Deposits (FD): Tax-saving FDs are 

like regular fixed deposits, but come with a lock-in period of 5 years 

and tax break under Section 80C on investments of up to Rs. 

1,50,000. Different banks offer different interest on the tax-saving 

FDs, which range from 6.5-8.5%. The returns are guaranteed and the 

FDs offer 100% capital protection. But upon maturity, the interest is 

added to the investor’s taxable income. 

 

e. Investments in National Pension System (NPS): The NPS is 

National Pension Scheme that has been started by the Indian 

Government to allow the unorganized sector and working 

professionals to have a pension after retirement. Investments of up to 

Rs. 1,50,000 can be used to avail tax deductions under Section 80C. 

An additional Rs. 50,000 can also be invested in the NPS for tax 

deductions under Section 80CCD (1B). The NPS offers different plans 

that the subscriber can choose as per their risk profile, but the 

highest exposure to equity is capped at 50%. An option to change 

designated pension fund managers is also allowed. However, a major 

disadvantage of the NPS is that the proceeds upon maturity are 

taxable. Furthermore, there is no guarantee of the returns that can be 

earned from the NPS. 

 

f. Investments via purchase of National Savings Certificates (NSC): 

NSCs are eligible for tax breaks for the financial year in which they 
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are purchased. Investments of up to Rs. 1,50,000 in NSCs can be 

made to save taxes under Section 80C. NSCs can be bought from 

designated post offices and come with a lock-in period of 5 years. The 

interest is compounded annually but is taxable. The current interest 

rate for FY 2017-18 on NSC is 7.6% (from 1st January 2018). 

 

g. Investments in Unit Linked Insurance Plans (ULIP): ULIPs are a 

mix of insurance and investment. A part of the invested amount in 

ULIPs is used to provide insurance and the rest of the amount is 

invested in the stock markets. Investments of up to Rs 1,50,000 in 

ULIPs are eligible for tax breaks under Section 80C. ULIPs don’t offer 

guaranteed returns because they are an equity market-linked 

product. The disadvantage of ULIPs is that they don’t offer clarity on 

where the investments are made and how much of the invested 

amount is deducted for commissions and expenses. 

 

h. Investments in Sukanya Samriddhi Yojana (SSY): Deposits of up to 

Rs. 1,50,000 can be added to a Sukanya Samriddhi Yojana account 

for tax saving under Section 80C. The current interest rate for FY 

2017-18 on Sukanya Samriddhi Yojana deposits has been set at 8.1% 

(from 1st January 2018). Deposits in this scheme have to be made for 

a girl child by the parent or guardian. The interest is compounded 

annually and is fully exempt from tax. The receipts upon maturity are 

also tax-free. The Sukanya Samriddhi Yojana account matures 21 

years after opening the account. A partial withdrawal of up to 50% of 

the previous year’s balance is allowed after the account holder turns 

18. 

 

i. Investments in Senior Citizens Savings Scheme (SCSS): The SCSS 

is a scheme exclusively for anyone who is over 60 years old or 

someone over 55 who has opted for retirement. The scheme has a 

maturity period of 5 years and gives 8.3% per annum. Investments of 

up to Rs. 1,50,000 in SCSS can be made to save taxes under Section 

80C.  

 

j. Other investments under Section 80C that earn a tax break: 

1. 5 year deposit scheme in post office 

2. Subscriptions of notified securities like NSS, Kisan Vikas Patra 

(KVP) 
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3. Sum paid to National Housing Bank’s Home Loan Account 

Scheme 

4. Contribution to notified LIC annuity plan 

5. Subscription to notified bonds of National Bank for Agriculture 

and Rural Development 

 (Image 

Courtesy: Cleartax.com) 

The above chart shows a comparison of popular Section 80C Investments 

(a few interests have been revised as mentioned in the above detailed 

paragraphs): 

 
47. Little explanation of a few commonly done payments that are eligible 

for tax saving under Section 80C deductions: 

 

a. Life Insurance Premium: The annual premium paid for life 

insurance in the name of the taxpayer or the taxpayer’s wife and 

children is an eligible tax-saving payment under Section 80C. The 

deduction is valid only if the premium is less than 10% of the sum 

assured. 

 

b. Children’s Tuition Fees: The tuition fee paid for the education of two 

children is eligible for tax deduction under Section 80C of up to Rs. 

1,50,000. The fee can be paid to any school, college, university or 
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educational institute situated in India. The fees have to be for a full-

time course only. 

 

c. Repayment of Home Loan: The repayment of the principal of a loan 

taken to buy or construct a residential property is eligible for tax 

deductions under Section 80C. This deduction is also applicable on 

stamp duty, registration fees and transfer expenses. 

 
 

(More details on all kinds of investments in Part 3 of this article with 

a deep insight on tax saving for the dentists) 
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Dear Readers: Important Announcement 

 

The above article by Dr. Bhavdeep S. Ahuja will be published in many 

parts. 

 

Check out i-Dentistry, IDA Punjab State Journal, Issue May-August 2017 

Vol. 13 No. 2 for the Ist part of the above article. 

 

The above is Part II in i-Dentistry, IDA Punjab State Journal, Issue 

September- December 2017 Vol. 13 No. 3. 

 

Check out i-Dentistry, IDA Punjab State Journal, Issue January-April 2018 

Vol. 14 No. 1 for the 3rd part of the above article. 


	Health Professionals love Real Estate especially when both are in same profession (practice) – one of the many reasons of poor Financial Planning
	Do’s and Don’ts for us – The Dentists / Doctors
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