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(P.S. On huge public demand, I have extended this article and now it 

will be published in a few more parts, this is part 3 of the same) 

 

ABSTRACT 

The Income Tax Act of 1961 and the Income Tax rules of 1962 are the laws 

that are prevailing in India for all of us. During Income Tax return 

filing season (June-July every year for normal IT Returns and August-

September for Audited IT Returns), we come across two income tax forms 

most frequently – Form 16 and Form 26AS. These two are the most desired 



ones by the CA’s usually, the former especially in cases of salaried 

individuals and the latter in all (more so, in self-employed cases). I always 

fondly say that Form 26AS is the alternate ‘Janam Kundli’ of every earning 

individual (the primary designed by our ‘Pandit ji’ at our birth) since it 

records all your financial transactions irrespective of whether you submit 

the same or not (in your IT Return) or whether you know it or not. In today’s 

times, when Aadhar-PAN Card Combo has become an almost necessity in all 

financial institutions irrespective of what the Hon’ble Supreme Court says 

(no disrespect, whatsoever for the highest judicial echelon of the country), it 

is VIRTUALLY IMPOSSIBLE to do illegal (not ‘shown’ in IT Return) high value 

transactions and going scot-free without coming under the taxman’s radar 

(read: IT department scanner lens). Form 26AS gives you a bird view of tax 

deducted for your PAN at various sources along with many other hidden 

dark ‘financial’ secrets which you usually don’t want anyone to know.  On 

the other hand, Form 16 is the annual report card of the salaried individuals 

which specifies details of the salary income and tax deducted (whether one 

likes it or not) and deposited by your employer. Every employer has to 

provide their employees with Form 16 who fall under the tax bracket set up 

the Finance Ministry of the Government of India. Form 16 is an Income Tax 

form used in India by employers/companies to provide their employee, the 

salaried individual and carries all the required details that help an employee 

in filing their tax returns with the Income Tax department. A Form 16 is a 

source of proof of filing their Income Tax Returns as it has various 

components of Salary Income of the employee. If an employee doesn’t fall 

under the tax bracket, then he doesn’t receive the Form 16 as neither he will 

need to pay taxes nor will he need to have Tax Deducted at Source or TDS.  

 
REVIEW 

Let us first discuss about the above two, in depth:  

1. Form 26AS: Taxes are pretty much complicated, but you can’t getaway 

or flee them. You have to deal with it and can’t really escape them. As per 

your income, the taxes will have to paid, whatsoever. One always wants 

to save taxes as much as possible, so the Form 26AS is of utmost 



importance as it is the passbook in relation to the income tax credit and 

debit. Thus, keeping a track of form 26AS is extremely important to be 

on the right side of law. So, effectively speaking, Form 26AS has all tax 

related information of our PAN and is a tax summary or an annual 

statement that contains all the tax payment details you have made 

yourself (self-assessment tax / advance tax) or tax someone deducted 

(TDS) on your behalf. These details give a clearer picture of the tax 

commitments of a taxpayer. It thus, gives an overall view of your income 

tax deducted in a particular financial year at various sources of income 

like tax deducted on commission income, tax deduction on interest 

received from fixed deposits, tax deducted on salary, etc. Form 26AS 

displays various taxes that are deducted from your income by your 

employer, bank or your tenant. It also displays your advance tax or any 

self-assessment tax that have been paid during financial year during that 

year, the tax that is collected at source (any form of source like bank, 

employer etc.). It also contains the details of income tax refunds that you 

have received from your tax department during financial year. It also has 

a column showing AIR transactions details. AIR is the Annual 

Information Return which is filed by your bank in case you have entered 

into some specified transaction. Any tax payer can download his Form 

26AS with a valid PAN number. Form 26AS helps you with verification of 

any Tax deductions that you need to report in your income tax returns. 

Form 26AS is an important tool that helps you to compare your taxes 

deducted at various sources and identify if you don’t have any multiple 

deductions in your account. In case you have a tax deduction and it is 

not shown under your Form 26AS that it is not deposited with the 

Income Tax department, in such case you can contact your employer or 

the source which have deducted the tax at source. In most cases, this 

happens due to wrong PAN number being updated at the source. Also, if 

your Form 26AS is showing different values for TDS deducted then you 

can request Income Tax Department to recheck your case and do the 

necessary changes. This also helps you avoid any kind of notice or 

penalty from Income Tax Department for non-reporting of actual TDS of 



your incomes. As I said above, it shows how much tax has been received 

by the government against your PAN which includes TDS, tax directly 

deposited by you, refunds made to you etc. Understanding how to view 

and download your Form 26AS is very easy and it can be downloaded 

from www.incometaxindiaefiling.com. To do this you need to login at 

Income Tax Department's website. There you need to go to your account 

and select ‘View Form 26AS’. On next page, you will get a notice about 

you being redirected to another website. You can click on continue 

button and agree to accept the usage of income tax form 16 traces. Then 

you need to select the year for which you would require your form 26AS 

and need to download the form to view your tax credit details. You can 

select view as HTML to see your form 26AS (all steps have been described 

in detail below). You are going to need this document (Form 26AS) when 

you are doing your income tax e-filing. I always advise my colleagues to 

keep checking Form 26AS at least once every week.    

Steps to View Form 26AS 

As mentioned above, Form 26AS is an important document for tax filing 

and it is linked with your PAN. You can view Form 26AS from FY 2008-

09 onwards on Income Tax, Govt. of India Website. Your Tax Credit 

Statement / Form 26AS broadly contains the following: 

 
1. Details of tax deducted on your income by deductors 

2. Details of tax collected by collectors 

3. Advance tax paid by the taxpayer 

4. Self-assessment tax payments  

5. Regular assessment tax deposited by the taxpayers (PAN holders)  

6. Details of refund received by you during the financial year 

7. Details of the High-value Transactions (AIR – Annual Information 

Report) in respect of shares, mutual fund etc. 

 

How to View Form 26AS? 

There are two ways in which one can view their Form 26AS. Both the 

methods use the online facility to display the Form 26AS for the 



customer. Listed below are the two ways in which one can view their 

Form 26AS online: 

1. Traces: One can view and analyze their Form 26AS through Traces 

(TDS Reconciliation Analysis and Correction Enabling System) facility. 

One has to be register with Traces in order to view the Form 26AS 

through this facility. 

 

2. Net Banking Facility: Another way to view your Form 26AS is 

through net banking facility through the bank. Any PAN holder who 

has access to net banking with authorized banks can use this facility. 

The Form 26AS can be viewed only if the PAN number is connected to 

the account. The customer doesn’t have to pay to use this service, it 

comes free of cost. This was available only on certain authorized 

banks in India, but most banks have been authorized now to do the 

same through net banking. 

 
Let me tell you a brief outline on how to Download & View Form 26AS 

through the TRACES Website: 

 
1. Go to https://incometaxindiaefiling.gov.in and Login using your 

income tax department login & password.  

2. If you don’t have an account, you’ll need to register first (see the 

button on top of LOGIN). 

3. Enter your PAN number, password and date of birth / date of 

incorporation in DD/MM/YYYY format. 

4. Enter the captcha code and now click on LOGIN. The below 

screen will appear.  



 

(Image Courtesy: Cleartax.com) 

 
(Image Courtesy: Cleartax.com) 

5. Go to ‘My Account’.  

6. Click on  ‘View Form 26AS’ in the drop down 

7. Click on ‘Confirm’ so that you are redirected to the TRACES 

website. Don’t worry, this is a necessary step and is completely 

safe since it is a government website. 



 

(Image Courtesy: Cleartax.com) 

 

(Image Courtesy: Cleartax.com) 

 
8. You will now be on the TRACES (TDS-CPC) website.  

9. Select the box on the screen and click on ‘Proceed’. 

10. Click on the link at the bottom of the page ‘Click View Tax Credit 

(Form 26AS) to view your Form 26AS’. 

11. Choose the Assessment Year and the format in which you want to 

see the Form 26AS.  

12. If you want to see it online, leave the format as HTML.  

13. If you would like to download a PDF for future reference, choose 

PDF.  



 
(Image Courtesy: Cleartax.com) 

14. After you have made your choice, enter the ‘Verification Code’ and 

click on ‘View/Download’ (the verification code has now been 

disabled on the TRACES website).  

15. To open the document you have to enter a password.  

16. Form 26AS password is your DOB in DDMMYYY format and then!  

17. Your Income Tax Form 26AS will open! 

 
(Image Courtesy: Cleartax.com) 



 

OLD VERSION with Captcha Code 

(Image Courtesy: Cleartax.com) 

 

NEW VERSION without Captcha Code 

(Image Courtesy: Cleartax.com) 



18. You can view Form 26AS via Net Banking of your Bank Account 

of a few selected banks (now almost all) like: 

a. Allahabad Bank 

b. Andhra Bank 

c. Axis Bank Limited 

d. Bank of Baroda 

e. Bank of India 

f. Bank of Maharashtra 

g. Canara Bank 

h. Central Bank of India 

i. Citibank India 

j. Citi Union Bank limited 

k. Corporation Bank 

l. Dena Bank 

m. HDFC Bank 

n. ICICI Bank Limited 

o. IDBI Bank Limited 

p. Indian Overseas Bank 

q. Indian Bank 

r. Jammu and Kashmir Bank Limited 

s. Karnataka Bank Limited 

t. Kotak Mahindra Bank Limited 

u. Oriental Bank of Commerce 

v. Punjab National bank 

w. State Bank of India 

x. Syndicate Bank 

y. The Federal Bank Limited 

z. The Karur Vysya Bank Limited 

aa. The Saraswat Co-operative Bank Limited 

bb. UCO Bank 

cc. Union Bank of India 

dd. United Bank of India 

ee. Vijaya Bank 



Form 26AS has 7 parts from Part A - Part G.  

 

Let us touch upon or discuss the contents or the parts of Form 26AS 

briefly: 

 

1. Part A: Details of Tax Deducted at Source: Part A of Form 26AS has 

details of TDS deducted on your salary, interest income, pension 

income etc. TAN of the deductor and the amount of TDS deducted and 

deposited is also mentioned. This information is provided on a 

quarterly basis. 

 

 

(Image Courtesy: Cleartax.com) 
 

a. Part A1: Details of Tax Deducted at Source for Form 15G/Form 

15H: Details of income where no TDS has been deducted, since the 

taxpayer submitted Form 15G or Form 15H. You can verify the 

status of TDS deduction if you submitted Form 15G or Form 15H.  



If you have not submitted Form15G or Form 15H this section will 

display ‘No transactions present’ (I have explained Form 15G and 

15H in Part 1 of this series of articles). Still to summarize what 

exactly they are: Form 15G and Form 15H are forms we can 

submit to make sure ‘TDS’ is not deducted on our income. The first 

requirement is that we must have a PAN before applying for these 

forms. Form 15G and Form 15H are valid for one financial year, so 

we have to submit these forms every year if we are eligible. Form 

15H is for senior citizens, those who are 60 years or older; while 

Form 15G is for everybody else. Some banks allow these forms to 

be submitted online through the bank’s website. 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 the income tax return.  

 

 
(Image Courtesy: Cleartax.com) 

b. Part A2: Details of Tax Deducted at Source on sale of Immovable 

Property (For seller of Property): If you have sold property during 

the year and TDS was deducted from your receipts. You will find 

the relevant entries here. 

 
(Image Courtesy: Cleartax.com) 



2. Part B: Details of Tax Collected at Source: Part B has details of the tax 

collected at source (TCS) by the seller of goods. If you have deposited 

any tax yourself, that information will appear here  

 

(Image Courtesy: Cleartax.com) 
 

3. Part C: If you have deposited any tax yourself, that information will 

appear here. Details of advance tax, self-assessment tax is present 

here. It also has the details of the challan through which the tax was 

deposited. 

 
(Image Courtesy: Cleartax.com) 

 

4. Part D: Details of Paid Refund: Information is present in this section if 

you have received a refund. Assessment year to which the refund 

pertains, along with mode of payment, amount paid and interest paid 

and also the date of payment is mentioned.  

 
(Image Courtesy: Cleartax.com) 

 

5. Part E: Details of AIR Transaction: AIR - Annual Information Return 



 
(Image Courtesy: Cleartax.com) 

 

6. Part F: Details of Tax Deducted on sale of immovable property (For 

Buyer of property): If you have bought property you have to deduct 

TDS before making payment to the seller.  

 
(Image Courtesy: Cleartax.com) 

 

7. Part G: TDS Defaults: This section has details of TDS deducted & 

deposited by you. Part G has defaults relating to the processing of 

statements and do not include demand raised by assessing officer. 

 
(Image Courtesy: Cleartax.com) 

Let us go through the Log-in process for Form 26AS once again: 

 
How to use the Income Tax Department’s e-Filing website? 

 
1. The first step is to either login or register on the Income Tax, Govt. of 

India https://incometaxindiaefiling.gov.in website. 

2. Once you enter your PAN number, the website will tell you if you are 

already registered 



3. If you have e-Filed before, chances are that you might already be 

registered. 

4. Please search your email inbox for “incometaxindiaefiling.gov.in” or 

“DONOTREPLY” to look for information that might be useful. 

5. If you remember your password, login. Your User ID is your PAN 

number in (CAPS) as it is. If you don’t remember your password, you 

need to reset your password via your registered phone number. 

6. If you are not able to reset the password with any of the three options 

provided, please send an email to – validate@incometaxindia.gov.in 

with the following details: 

a. PAN: 
 
b. PAN holder’s Name: 
 
c. Date of Birth: 
 
d. Father’s Name: 
 
e. Registered PAN address: 

 

All CA's or Income Tax AO's (Assessing officers) will first look into Form 

26AS for any discrepancy after any complaint by your 'well wishers' or 

neighbours. If you think, you are smart, remember all other agencies 

working for Govt. are even smarter. 

 
2. Form 16: Form 16 is a certificate issued by an employer evidencing the 

TDS which is deducted from your salary and deposited with the 

authorities on behalf of the employee. It contains the information you 

need to prepare and file your income tax return. It is issued annually, 

on or before 15th June of the next year, it immediately follows the 

financial year in which tax is deducted. Form 16 is thus, essentially an 

endorsement by your employer validating TDS deducted and deposited. 

Let us decode the Form 16; a super important document for all salaried 

individuals. Form 16 has: 

1. A summary of all the tax deducted by each quarter 

2. All the tax benefits and allowances you have availed as a salaried 



individual 

3. Section 80C deductions you’ve claimed through your employer and 

4. Your taxable income after allowances and Section 80C deductions 

Form 16 is used by companies to provide their salaried individuals (read: 

employees) in India to help them in filing their tax returns with the 

Income Tax department in India. Form 16 conveniently tells you whether 

or not your company has given you some tax allowances like your offer 

letter said or how much tax had been actually deducted throughout the 

year, or what were the EPF contributions and all of that can be seen in 

one go. Form 16 has all this information available in one place and 

makes e-filing your income tax return very simple. You can upload your 

Form 16 and e-file your income tax return (considering you have no other 

source of income like the savings bank account income or rental income 

etc.). Form 16, essentially has two components – Part A and Part B. In 

case you lose your Form 16, a duplicate can be issued by your employer. 

The main components of Form 16 are:  

 

1. The personal details of the employee, like name, Permanent Account 

Number (PAN) etc. 

2. The employer details, name, PAN, Tax deduction and collection 

Account Number (TAN), etc. 

3. An acknowledgement number of the taxes paid by the employer. 

4. Details of the salary; Gross salary, Net salary, deductions, perks etc. 

5. Total income and tax deductions. 

6. Education cess and surcharge details. 

7. Taxes deducted as per Section 191A. 

8. Declaration of tax payments from the employer. 

9. Refunds in any to the employee, or balance of taxes payable by the 

employee. 

10. Receipt of the TDS paid. 

11. All details of the Tax Payment, like Challan number, Cheque 

number, Demand Draft number etc. 



 
Part A of Form 16 (Image Courtesy: Google) 

The Form 16 has 2 parts – Part A and Part B: 

 
The Part A of the Form 16 contains the TAN of the employer and PAN of 

the employer and the employee, the addresses of both the employee and 

employer. This also contains all details of the pay-outs from the employer 

and employee during the current financial assessment year. This part of 

the Form 16 also contains the TDS filed by the employer, the taxes 

deducted from your income and paid to the government every quarter 

with a monthly statement of the same. 



The Part A of the Form must include: 

mployer. 

ssment year. 

ress etc. 

of Tax deducted & deposited quarterly, certified by the 

employer 

 

d 

bs then he needs to have in possession; Form 16 of both companies.  

nclude: 

ployee. 

 gross and deductible amount. 

les due. 

7. Relief under section 89 

 

1. The TDS deducted by the e

2. The PAN of the employer. 

3. The Current financial asse

4. The PAN of the employee. 

5. The TAN of the employer. 

6. The Employee/tax payer's name, add

7. Name and address of the employer. 

8. Summary 

 

The Part B of the Form 16 contains the consolidated details of the 

salaries paid to the employee during the financial assessment year. The 

salary must be broken down, with details of deductions made by the 

employee under section 80C like the EPF, NSC, Life insurance premiums, 

PPF etc. If in one financial assessment year, the employee has change

jo

 

 

The Part B of the Form must i

1. Detailed breakup of salary 

2. Taxable salary of the em

3. TDS by the employer. 

4. Breakup of the deductions of sections 80C (under Chapter VI A). 

5. Aggregate of the section 80C with

6. Tax refund or any payab



 

Part B of Form 16 (Image Courtesy: Google) 



Details required from Form 16 while filing the IT return 

With reference to the two images above, we can deduce much information 

for filing our annual return: 

 
1. Taxable Salary 

2. Breakup of Section 80C Deductions 

3. Aggregate of Section 80C Deductions (Gross & Deductible Amount) 

4. TDS (Tax Deducted at Source) 

5. Tax Payable or Refund Due 

 
Additional information, which we will require from the Form 16 while 

filing your annual return are: 

 
1. TDS Deducted by Employer 

2. TAN of Employer 

3. PAN of Employer 

4. Name and Address of Employer 

5. Current Assessment Year 

6. Your (Taxpayer’s) Name and Address (we anyways know this) 

7. Your PAN (we anyways know this) 

 
Some Do’s and Don’ts for Form 16: 

 

1. The employer is bound to give us Form 16 even if we leave the job 

mid-year. The bad and sad part about this is that we still have to rely 

on him (employer) for the same and it can’t be downloaded from 

anywhere. 

 
2. Although, this is one of the most important income tax forms for the 

salaried, but it is not the be-all and end-all of this arena and we can 

still file your income tax return without Form 16. 



3. TDS certificate has to be issued by the employer (in Form 16) when 

TDS has been deducted. In cases, where no TDS has been deducted 

by the employer, they usually abstain from giving a Form 16. 

 
4. Any person responsible for paying salaries is required to deduct TDS 

before making payment. The Income Tax Act mandates that every 

person who deducts TDS from a payment, must furnish a certificate 

with details of TDS deducted & deposited and an employer (in specific) 

is compulsorily required to furnish a certificate, in the format of Form 

16.  

 
5. While the onus of deducting tax on salaries and providing Form 16 is 

on the employer, the onus of paying income tax (on additional income 

from other sources) and filing income tax return is on you. If your 

income from all sources is above the minimum tax slab, you are 

required to pay additional tax, depending upon whether or not your 

employer has deducted TDS. Even when the employer fails to issue a 

Form 16, you must file an income tax return and pay off the taxes 

that are due. 

 
A few terminologies from Form 16: 

 

For the Salaried, the basic thing to understand is their ‘Pay-slip'. The 

monthly pay-slip shows you what has been paid to you and what 

deductions have been made. 

 
1. Basic Salary: This is a fixed component in the salary and forms the 

basis of other portions of your salary. It is usually a large portion of 

your total salary. HRA (House Rent Allowance) is also defined as a 

percentage of this basic salary. The PF (Provident Fund) is deducted at 

12% of your basic salary. 

 
2. House Rent Allowance – HRA: Salaried individuals who live in a 

rented house can claim house rent allowance or HRA to lower the tax 

they pay. This can be partially or completely exempt from taxes. The 



allowance is for expenses related to rented accommodation. If you 

receive HRA and don’t live on rent, your HRA shall be fully taxable 

(more details in the next/upcoming issue/s). 

 
3. Medical Reimbursement: If your company provides you with medical 

reimbursement of Rs 15,000 towards medical expenses, you must 

submit bills to your employer to claim this. These expenses could be 

incurred towards consultation with a doctor, medicines, medical tests, 

etc. Deductions can also be claimed against medical expenses of your 

dependents. This varies from company to company or in your case, 

hospital management (where you are working). Make sure to keep all 

the bills safely and submit them to your employer for reimbursement 

on time. The Rs. 15,000 you can claim is for each financial (tax) year, 

starting on April 1st and ending on March 31 next year (Replaced by 

Standard Deduction from FY 2018-19 or AY 2019-20 onwards). 

 
4. Conveyance Allowance: Conveyance allowance is given to the 

employees to meet travel expenses from residence to work. The 

conveyance allowance for up to Rs. 19,200 per annum is exempt from 

tax (Replaced by Standard Deduction from FY 2018-19 or AY 2019-20 

onwards). 

 
    Budget 2018-19 Proposals: 

The Finance Minister proposed a Standard Deduction of Rs. 40,000/- 

to replace Transport allowance of Rs 1,600/ p.m. i.e. Rs. 19, 200 p.a.  

& reimbursement of miscellaneous medical expenses of Rs. 15,000 

p.a.; effectively from F.Y. 2018-19, Medical and Conveyance allowance 

is gone (whosoever was/is eligible). 

 
5. Leave Travel Allowance (LTA): Salaried employees can avail 

exemption for a trip within India under LTA. The exemption is only for 

the shortest distance on a trip. This allowance can only be claimed for 

a trip taken with your spouse, children and parents, but not with 

other relatives. This particular exemption is up to the actual expenses, 



therefore unless you actually take the trip and incur these expenses, 

you can’t claim it. Again this varies from company to company as 

some don't provide it. 

 
6. Special Allowance: Any number in your salary by the name of ‘special 

allowance’ is fully taxable. This is usually the leftover component of 

your salary, after allocating to Basic, HRA, LTA and transport 

allowance.  

 
7. Bonus: The bonus is usually paid once or twice a year, usually Diwali. 

Bonus, or performance incentive, whatever may be its name is 100% 

taxable. Performance bonus is usually based on the company policy 

and although most give, but still not all companies. 

 
8. Employee Contribution to PF: Both employer and employee 

contribute a 12% equivalent of the employee’s basic salary every 

month toward employee’s pension and provident fund. An interest of 

about 8.55% gets accrued on it (presently). This is a retirement benefit 

that companies with over 20 employees must provide, but sadly, all 

don't provide this. 

 
9. Professional Tax: Professional tax or tax on employment is a tax 

levied by a state, just like income tax which is levied by the central 

government. The maximum amount of professional tax that can be 

levied by a state is Rs. 2,500. It is usually deducted by the employer 

and deposited with the state government. In your income tax return, 

professional tax is allowed as a deduction from your salary income. 

 
Another aspect to ponder upon is that the employers or company or 

hospital don't count our salary but the CTC – Our COST to the 

COMPANY 

 

Have your ever wondered why your take home salary is a lot lower than 

what you were told on your offer letter (the CTC)? 



The total cost to the company is the sum of all the benefits offered plus 

your salary. The salary that gets credited to your bank account is just 

your salary after deducting tax, otherwise your job may entitle you to 

some benefits in the form of food coupons or a cab service apart from 

your salary. 

 
How is Take Home SALARY different from CTC? 

Broadly your CTC includes: 

1. Salary received each month. 

2. Retirement benefits such as PF and gratuity. 

3. Non-monetary benefits such as an office cab service, medical 

insurance paid for by the company or free meals at the office, a phone 

provided to you and bills reimbursed by your company. 

 

CTC – Cost to Company (Image Courtesy: Cleartax.com) 



Your take-home salary can include: 

1. Gross salary received each month. 

2. Minus allowable exemptions such as HRA, LTA, conveyance allowance 

etc. 

3. Minus Section 80 deductions. 

4. Minus income taxes payable  

 

Let us compare take home salary vis-à-vis CTC given above:  

 
Take-Home Salary (Image Courtesy: Cleartax.com) 

You can correlate the figures as all the above are from the same e.g. 

 

(Image Courtesy: Cleartax.com) 



Presently EPF contribution deposited by Employee:  Investment up to 

10% of Salary (Basic + Dearness Allowance) is deductible from taxable 

income u/s 80CCD (1) of Income Tax Act, 1961 subject to 1.5 lacs limit 

of section 80C. Additionally, investment up to Rs. 50,000 is deductible 

from taxable income u/s 80CCD (1B) of Income Tax Act, 1961 

 

Contribution routed through the Employer: Investment up to 10% of 

Salary (Basic + Dearness Allowance) is deductible from taxable income 

u/s 80CCD (2) of Income Tax Act, 1961. There is no cap in terms of 

absolute value. Tax benefit u/s 80CCD (1B) and 80CCD (2) are over and 

above 1.5 lacs limit U/s 80C. 

 

Let me tell you a few aspects from the sub-component of salary slip 

discussed above – The House Rent Allowance a.k.a. the HRA  

Before you calculate how much HRA you are entitled to, you need to 

know if HRA is part of your salary or not because tax exemption limits 

are based on this. If HRA is a part of your salary, then the allowance is 

eligible for tax exemption under Section 10 (13A) of the Income Tax Act, 

1961 provided your salary structure includes this provision. 

1. The HRA allowance received from the employer is not fully tax-

deductible. It may be fully or partially exempt from tax. The least of 

the following three is taken to be exempt from tax and the remainder 

of your HRA allowance is added back to your taxable salary. 

a. HRA received from your employer. 

b. Actual rent paid minus 10% of Salary. 

c. 50% basic salary for those living in metro cities (40% for non-

metro cities). 

For example, if your basic salary is Rs. 70,000 and you get dearness 

allowance of Rs. 20,000. Further, you are entitled to claim Rs. 

45,000 as HRA by your employer and you live with your family in a 

rented house in Mumbai and pay Rs. 40,000 per month as rent. In 



this case, your HRA would be the lower of Rs. 45,000 (actual HRA 

received), Rs. 45,000 (50% of your salary – Basic + Dearness 

allowance aka D.A.) or Rs. 31,000 (actual rent paid minus 10% of 

salary, including basic salary and dearness allowance: Rs. 9,000). 

Therefore, in this case, only Rs. 31,000 per month will be allowed as 

HRA, for tax calculation purposes. If HRA is not a part of the salary; 

for individuals who are self-employed or do not receive HRA as part 

of their salary and stay in a rented house, they also can claim the 

tax deduction in respect of the rent they pay, under section 80GG of 

the income-tax Act. Here, too, you will need to determine three 

amounts and the least of these can be claimed for exemption. First, 

the actual rent paid minus 10% of the total income, second, 25% of 

total income or third, Rs. 5,000 per month. Please do remember that 

the total income in this calculation is income after excluding long-

term and short-term capital gains, and deductions under sections 

80C to 80U, except the deduction under Section 80GG (We 

discussed all deductions in detail in Part 2 of the series of 

article). For example, if your total income is Rs. 10 lacs and you pay 

an annual rent of Rs. 2.40 lacs, the rent you can claim as exemption 

under section 80GG would be the lowest of Rs. 1,40,000 (actual rent 

paid minus 10% of total income), Rs. 2.5 lacs (25% of total income) 

or Rs. 60,000 (maximum limit, Rs. 5,000 a month). Therefore, you 

will be eligible for a tax exemption of Rs. 60,000 against the rent that 

you have paid. 

 
2. We can claim HRA by showing that we are paying rent to our 

parents: If you don’t live in a rented accommodation, but live with 

your parents and are given HRA, you can still make use of this 

allowance. For this though, your parents must be owners of the 

property you live in and must show your rent paid to them in their 

books (accounts) aka their income tax return as rental income.  You 

will need to submit documentation evidencing the rent payments, 

such as a rental agreement executed between you and your father, 



your father’s PAN (permanent account number), proof of payment of 

the rent, along with other documents that your employer may call 

for (for example, letter to society intimating about tenancy, bank 

statements, etc.). Your father is required to offer the rent received as 

his income, including his other taxable income. A notional standard 

deduction of 30% of the annual rental value (calculated as rent 

received minus actual municipal taxes paid), actual municipal taxes 

paid (proportionate to the portion of property let out) and any 

interest on loan availed for purchasing the property (proportionate 

to the portion of property let out), can be offset from the rental 

income. Your father will also be eligible to claim the interest on loan 

availed to purchase the property (proportionate to the self-occupied 

portion of the house), capped to Rs. 2 lacs in each tax year. While 

rental payments to a parent are not specifically prohibited, rent paid 

to relatives may be more prone to scrutiny and litigation and the 

genuineness of the claim can be questioned. If the amount of rent 

per month exceeds Rs. 50,000, you will be liable to deduct tax @ 5% 

of the annual rent and deposit it with the Indian treasury within the 

prescribed time. Earlier, only individuals and HUFs who were 

mandatorily required to have their accounts audited as per the tax 

laws were required to withhold tax on rental payments on 

immovable property. The government introduced Section 194-IB in 

the Income-Tax Act effective from June 1, 2017, making it 

mandatory for a tenant to withhold taxes @ 5% on rental payments, 

over and above Rs. 50,000 per month and to deposit it by 30th April 

following the financial year. The government has tried to keep the 

process as simple as possible by making sure that TDS is to be 

deducted only once annually. The tenant is required to deduct and 

deposit the taxes only once in a financial year, through a challan-

cum-statement (Form 26QC), unless the tenancy ends during the 

course of the financial year.  Also, the Govt. has ensured an easy 

accessibility of TDS certificate, challans, forms on its website TIN 

NSDL website, www.tin-nsdl.com (through an online process).  



 
Form 26QC Page 1 (Image Courtesy: Indiafilings.com) 

 

The tenant would also be required to issue a tax withholding 

certificate (Form 16C) to the landlord, as a proof that taxes have been 

deposited in his name. Form 26QC and Form 16C are available on the 

TIN NSDL website mentioned above and the TRACES website of the 

Income tax department, respectively. The Govt. has also done away 

with the onerous requirement of the tenants obtaining a tax deduction 

account number (TAN) for such transactions to keep it simple. On the 

flip side, for non-compliant individuals, there are also interest and 

penalties prescribed in this newly-inserted law. If a tenant fails to 

deduct tax at source, he may be liable to pay interest and penalties as 

prescribed under the law. The government's objective of introducing 

this section appears to be primarily to ensure that correct income is 

disclosed and both, tenant and landlord file their income tax returns 

to reflect true disclosures. With the quoting of the PAN for both 

landlord and the tenant, the Revenue department can easily track 

correct disclosures of rent in tax returns. Also, such taxes would get 

reflected in the Form 26AS form of the landlord for claiming credit of 



the TDS. The landlord is required to provide his PAN to the tenant 

otherwise in absence of PAN or failure to provide the same, tax is to be 

deducted @ 20%. However, the overall tax in such a scenario shall be 

restricted to the rent payable for the last month of the financial year 

or last month of tenancy, whichever is earlier. Tax needs to be 

deducted once in the financial year only (not to be done every month) 

or the last day of the tenancy if the property is vacated during the 

year.  

 

Form 26QC Page 2 (Image Courtesy: Indiafilings.com) 



The tenant has to fill a Form 26QC which is a challan-cum-statement 

and the same is to be deposited within 30 days from the end of the 

month in which the deduction was made (usually by 31st March of 

this financial year and deposited by 30th April, next financial year).  

 

Form 16C (Image Courtesy: Google) 

The tenant needs to issue a TDS/Tax paid certificate (Form 16C) to 

the landlord as proof of taxes deducted, within 45 days from the end 

of the month in which the tax was deducted. Form 16C is also 

available on the TRACES website (www.tdscpc.gov.in) of the Income 

tax department. For non-deduction of tax, the tenant may be required 

to pay a penalty equal to amount of taxes not withheld and also, for 



any delay in deposit of taxes withheld, he may be liable to pay penal 

interest at the rate of 1% where there is delay in deducting and 

depositing the tax or 1.5% per month where tax is deducted but there 

is delay in depositing the same. Delay in filing of Form 26QC may 

attract a late fee of Rs. 200 per day and a delay in issuing Form 16C, 

attracts a penalty of Rs. 100 per day.   

 

3. HRA can be claimed directly on the income tax return: If you 

forget to submit the rent receipts to your employer at the time of proof 

submission, you can still claim HRA while filing your income tax 

return. You just need to adjust your taxable income by including HRA 

first and recalculate tax on the lowered taxable income. If tax has 

been deducted in excess, you can claim a refund on the money 

deducted in your filed IT Return. 

 
4. Landlord’s PAN is compulsory to submit if it exceeds Rs. 8,333 

per month: The notification from the Income Tax Department 

requires all tenants who pay rent in excess of Rs. 1 lac per year or Rs. 

8,333 per month to mention landlords’ PAN compulsorily in the 

income tax return. Earlier you had to furnish PAN of your landlord 

only if annual rent exceeded Rs. 1.80 lacs or Rs. 15,000 per month. 

According to a circular issued by the Central Board of Direct Taxes 

(CBDT) dated 10th October 2013, if annual rent paid by an employee 

exceeds Rs. 1 lac per annum, it is mandatory for the employee to 

report PAN of the landlord to the employer. This is to deter landlords’ 

from hiding rental income in their income tax return. If your landlord 

doesn’t have a PAN, you have to make a declaration. According to the 

CBDT circular, in case the landlord does not have a PAN, a 

declaration to this effect from the landlord along with the name and 

address of the landlord should be filed by the employee.  In order to 

claim tax exemption, you need to produce house rent receipts as 

well. This concession is only for the purpose of tax exemption at 

source. However, the assessing officer can ask for a receipt, if 



required, as he deems fit for the purpose of satisfying himself that the 

employee has incurred actual expenditure on payment of rent. For any 

rent above Rs. 3,000 per month, you have to produce a rent receipt to 

claim tax exemption. For administrative ease, salaried employees who 

get house rent allowance up to Rs. 3,000 per month don’t have to 

produce a rent receipt.  

 
5. HRA is independent of home loan deduction: Homeowners paying 

back on their home loan and getting HRA as part of their salary can 

avail both the house property-related tax benefits to lower 

their taxable income. Simply put, you can claim HRA exemption as 

well as the deduction for home loan repayment if you own a house 

(which has a home loan) and live in another house on rent. The caveat 

is, the house you own and the one you live in should be in different 

cities; or you should have a good reason for not living where you own 

the house. The reasons for this could be that you work in a different 

city or that your office is too far from your house, in case the house is 

in a distant suburb of the city. You may need to provide these 

explanations to your employer or the income-tax authority in case 

there is a scrutiny of the details provided by you. Apart from this, you 

can also claim both these benefits if you take a home loan to buy a 

house that is under-construction and during the period of 

construction you live in a rented house. In this case, you can claim 

the HRA exemption as well as the home loan deduction for that 

period. However, the home loan deduction benefit can only be claimed 

for payment of interest component of the loan, and not for principal 

repayment. Also, you can claim it in five equal installments over the 

years, after you get possession of the house (We shall take them up 

in the upcoming issues). The third case in which you can claim both 

the benefits is when you have rented out the house on which you have 

a home loan and you live in another house on rent. The reason for 

doing so could be that the house you own does not suit your needs, 

perhaps because it is too small. In this case too, you can claim both 



HRA exemption and the home loan deduction, but at the same time 

you will have to disclose the rental income that you earn from the let 

out property. 

 
Standard Deduction 

The next part up for discussion in this section for the salaried is the 

Standard Deduction.  

What exactly is it?  

Why do people demand standard deduction before every Budget?  

Let’s deliberate over the same. 

          The Standard Deduction is a deduction allowed as per the Income Tax 

irrespective of the expenses met or the investment made by the individual. 

An individual need not disclose any investment proofs or expense bills for 

this purpose, the Standard Deduction is allowed at a standard rate.  

(Above By Definition)  

    Since a fixed amount is deducted from the annual salary, it reduces the 

taxable income and hence the tax paid amount will also reduce. The 

Salaried class is the majority who is paying TAX in India, not by choice 

though, but because they have no option. If we are a self employed person, 

we can bring down our taxable income by deducting all the expenses that we 

can prove we made towards carrying out our business. Usually, people get 

very creative while doing this, including a lot of expenses which may not 

appear to be connected with one's profession. However, a salaried person, 

unlike a self employed professional enjoys only a few tax-free allowances. 

While tax free limits for allowances which can be availed of by salaried 

employees are fixed by the government, salaried employees face another 

hurdle when it comes to reimbursement of claims. Most hospitals/ 

companies impose caps for reimbursement of expenses. Also, many 

hospitals/companies don’t give either or both benefits to their employees. 

Standard deduction allows for a flat deduction from salary income, to make 

up for some of the expenses which an employee would typically incur in 

relation to his employment. In India, standard deduction was abolished in 

2005. It had allowed a salaried employee to claim a flat deduction from 



salary income of Rs 30,000 or 40% of salary (if salary did not exceed Rs. 5 

Lacs), or a deduction of Rs. 20,000 (if salary exceeded Rs. 5 lac). 

 

Budget 2018 Proposals 

The Finance Minister, in Budget 2018, has neither brought in the much-

expected changes in tax slabs, nor has he touched upon Section 80C with 

regard to raising the limits for the individual taxpayers. However, the 

salaried class still has something to rejoice about after the budget. He has 

proposed to reintroduce the ’Standard Deduction’ of Rs 40,000.  

What is this re-launched Standard Deduction?  

It is a fixed amount of deduction – in this case, an amount of Rs. 40,000 

which can be reduced by salaried taxpayers, from their gross salary. 

Interestingly, the provision of Standard Deduction was earlier available but 

was abolished in the Finance Act 2005, but re-launched in Budget 2018 

albeit with a catch. It is also proposed that this deduction would replace the 

existing transport allowance of Rs. 1600 per month and medical allowance 

of Rs. 15,000 per annum. They are usually deducted from the gross salary 

and claimed as an exemption. The government has proposed requisite 

amendments to Section 17 (2) (viii) of the Income-tax Act, 1961. I will just 

illustrate an example below: 

 

(Image Courtesy: Cleartax.com) 

From the above, we can see that the taxable salary has come down because 

of the standard deduction. The Govt. played smart though; it did allow Rs. 



40,000 standard deduction but took away Transport and Medical 

allowances. Resultantly, if the standard deduction of Rs. 40,000 replaces 

medical allowance of Rs. 15,000 and transport allowance of Rs. 1600 per 

month i.e. 19,200 per annum, the effective additional benefit on account of 

the standard deduction would be an additional income exemption of Rs. 

5,800 (for those who were getting both), but for those who got nothing of the 

two or one of the above, the maximum benefit would be up to Rs. 40,000. 

 

(Image Courtesy: Google) 

The same benefit is available to pensioners as well as in the long run; as it is 

taxable under the head ‘Salaries’. Therefore, the taxpayer shall be entitled to 

claim a standard deduction of Rs. 40,000 or the amount of pension, 

whichever is less. All said & done, though the impact of this amendment for 

the salaried (most of them) may appear to be minimal, the employers, with 

this move, would stand to gain a lot in terms of being spared of a whole lot 

of administrative efforts in processing medical bills of its employees. 

Perhaps, that was the intention of the legislature! 

Giving an illustration of impact of Standard Deduction on a employee with 

Salary 5L and 25L: 



 

(Image Courtesy: The Economic Times) 
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This was some in-depth discussion about the salaried class.  
 

At the end of this article, I would like to share with you a whatsapp forward 

which I received a few days back and wanted to de-bunk the myths 

associate with the same: 

The Whatsapp forward says  

 

“IT return filing is around the corner, So I met my CA last night, his advice to 

me was: 

1. You have 2 options. Show 50% of your gross collection as income & pay tax 

on that or if you are showing less than 50% you have to go for audit 

irrespective of amount of collection. 

2. Whatever system you follow this year, you have to continue for coming 5 

years. 

3. If your gross collection is above Rs. 20 lacs, you have to go for GST number 

& all 

4. CA fees are less for just filing return with 50% income & much more for 

audit 

5. According to him, for a small clinic, it will be better to show 50% & pay tax 

on that.  

6. This 50% for income from clinic (professional income) Income from other 

sources is different 

 

I think it's time to hike our charges as even government is expecting us to 

make 50% profit. Please consult your own CA for better plan according to your 

financial situation” 

 

My suggestions to the above are in the form of Myth and Realities.  

Let us take up these points one by one: 

 

1. “You have 2 options. Show 50% of your gross collection as income & pay 

tax on that or if you are showing less than 50% you have to go for audit 

irrespective of amount of collection”. 



MYTH 1: This is incorrect.  

REALITY 1: This thought originated from the Game-Changer for the 

Dentists – The Section 44ADA (which we discussed in depth in Part 

1 of this series). It is not mandatory to opt for Section 44ADA, you still 

can go conventional way but then you have to maintain the books of 

accounts and IT records and you can show as much profit you like. Via 

Section 44ADA, you get a freedom from maintaining the books of 

accounts and IT records, but if you are choosing Section 44ADA, you 

have to go for audit in three situations, first, your gross income crosses 

Rs. 50 lacs, second, if your taxable income is less than Rs. 2.5 lacs and 

thirdly, you are showing more than 50% profit (less of expenses). 

 

2. “Whatever system you follow this year, you have to continue for coming 5 

years”. 

MYTH 2: This is incorrect.  

REALITY 2: The Section 44ADA originated from Section 44AD for 

traders. In Section 44AD, if you are opting for the presumptive scheme, 

you must: 

a. File presumptive scheme for at least 5 years in continuation 

b. If you decide to show and file profits as per regular business before 

the end of these 5 years, you will lose presumptive benefits and 

disallowed from presumptive taxation for the subsequent 5 years. 

In Section 44AD, the government is discouraging taxpayers to misuse 

the scheme and keep changing their option often. So if they opt for 

presumptive continue for 5 years and if you want to opt out, they will 

be barred from resuming presumptive for a period of 5 years and they 

are counted, starting the year in which you first file usual taxes for 

such business. This 5 years bar is not applicable on Section 44ADA for 

professionals i.e. us the dentists.   

 

3. “If your gross collection is above Rs. 20 lacs, you have to go for GST 

number & all”. 



MYTH 3: This is incorrect.  

REALITY 3: The gross collection theory of Rs. 20 lacs is far from reality. 

Health care is exempt from GST, first of all. Health care Services by a 

Clinical Establishment or Authorized Medical/Dental Practitioner or 

Para-medics are exempt from Goods and services tax. The exemption 

given in the notification applies to:  

1. Health care services 

2. Clinical establishment 

3. Authorized Medical/Dental Practitioner 

4. Paramedics 

Only if your cosmetic dentistry figures touch Rs. 20 lacs or you are 

running a drug store, whose figures touch Rs. 20 lacs or you are 

running an academy or organizing courses and the figures touch Rs. 20 

lacs, only then you ought to apply a GST number (Except in special 

category states (11 in India) viz. Arunachal Pradesh, Assam, Jammu & 

Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura, 

Himachal Pradesh and Uttarakhand where the limit is Rs. 10 Lakh). 

Services for appearance enhancement i.e. hair transplant, cosmetic 

dentistry and plastic surgeries are liable to CGST and SGST/UTGST of 

9% each (aggregating to 18%). The rate of IGST is 18%. This position is 

the same as was prevalent in the erstwhile service tax regime.  Health 

care services under the recognized systems of medicine are taxable at 

Nil rate. The total annual collection of any amount has nothing to do 

with GST number. 

 

4. “CA fees are less for just filing return with 50% income & much more for 

audit”. 

MYTH 4: This is correct, so myth matches reality.  

REALITY 4: With Section 44ADA, one can easily fill out his own IT 

return himself as it is just a 3 page form (ITR 4) with very limited 

columns. The CA is anyways going to charge for any service he renders. 



With Section 44ADA, you get rid from the maintenance of books, so 

effectively; you are not going to need his services. If you are going for 

audit as per any of the three conditions mentioned above or you are 

going to file return in a conventional Income-Expenditure way, then you 

definitely need him for maintenance of records, books of accounts etc. 

and he will charge you as well, a good amount for the above services, so 

it is a no-brainer. Otherwise, in my purview for a normal Section 44ADA 

compliant professional, hiring a CA is a wasteful expenditure when the 

Govt. of India has simplified the taxation system. 

 

5. According to him, for a small clinic, it will be better to show 50% & pay 

tax on that.  

MYTH 5: This is correct, so myth matches reality.  

REALITY 5: A small clinic sometimes has less investment on materials, 

lesser stock and inventory, so naturally, their expenses will be less and 

the profit would be more. There is no harm in going conventional way 

for them by maintaining books of accounts and showing more profit. 

However, if they opt for Section 44ADA, they will need an AUDIT if they 

show more than 50% profit or their net taxable income falls below the 

taxable range of 2.5 lacs. 

 

6. This 50% for income from clinic (professional income) Income from other 

sources is different 

MYTH 6: This is correct, so myth matches reality.  

REALITY 6: Only professional income is to be halved (50%) under 

Section 44ADA and the balance half is for all kinds of expenses. The 

half (50%) shall also include the depreciation on machinery/equipment 

as well. The income from other sources like the rental income, savings 

banks interests, FDR interests, capital gains, game prize show winnings 

have to be added as such in full before arriving at the actual sum total 

or the gross income before statutory deductions (investments made) are 

applied which include Section 80C, 80TTA, 80D amongst many others 

to arrive at the net taxable income figure. 



DISCUSSION 

Finance is never supposed to be easy. 

It takes years to learn and master it. 

The only way to fall in love with it is to read and read again.  

(Not only this part but Part 1 and 2 of this series and the upcoming Part 4 

as well). 

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. 

Think about it!!!!!!! 
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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. 

 

(We shall continue on few other financial aspects in Part 4 of this 

series of articles with another insight on financial aspects for the 

dentists) 
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