
 1

Dr. Bhavdeep Singh Ahuja graduated in 1998 from 
Punjabi University, Patiala. He has specialized in 
Implants from BioHorizons Inc. USA in 2004-05 & in 
Advanced Course from LACE-ICOI, USA in 2006. Apart 
from Dentistry, he holds a Triple M.B.A. in Hospital 
Management, Finance/Human Resources (dual) & 
Marketing from three premier Institutes/Universities of 
India viz. the IIMM Pune, IGNOU Delhi & Annamalai 
University, Chennai respectively. He also holds Post 
Graduate Diploma’s in Medical Law & Ethics (NLSIU - 
Premier LAW School of India), Clinical Research, Cyber 
Law, IPR's (Intellectual Property Rights), Disaster 
Management, Financial Management, Bioinformatics 
amongst many more from different Universities. He is a 
Certified Health Care Waste Manager from IGNOU & is 
qualified in Consumer Law as well. He is an 
academically oriented dentist & has more than 25 
Original Scientific Publications to his credit in many 
International & National journals. He is the Immediate 
Past Editor-in- Chief, L.E.D. E-Journal & PAGE 3 OLA D 
E-Newsletter, the twin Publications of IDA Ludhiana 
Branch. Presently, he is into his 18th year of Clinical 
Private Practice in Ludhiana, Punjab. 

 
 

 

 

FINANCE for DENTISTS – Part I 

The Current Scenario 

Author: Dr. Bhavdeep Singh Ahuja 

 

(P.S. This article will be published in two parts) 

 
 
ABSTRACT 

Being a dentist comes with an established set of financial baggage. We might be 

earning well into high six figures, but the fixed operational costs, sometimes 

running student loans, the ever changing technology, the cost of which is usually 

very high along with figuring out tax woes and saving for retirement needs to be 

managed on priority as the shelf life of a dentists’ peak years is very less. Just 

because dentists have a reputation for being bad with finances doesn't mean we 

are doomed to a life debt and bankruptcy.  The best way to beat the statistics is 

by getting a good financial adviser or become ourselves trained in these things. 

By doing either of these or by living within our means and saving a healthy sum 

for retirement, we can be successful with money like anyone. Good habits for 

saving have to be inculcated at an early age and maintained throughout the 

career.  

 
A few points to ponder 
 
The medicine and dentistry as a profession is looked upon with great respect 
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and in awe all over the world. It is a noble profession as doctors are looked 

upon like GOD to heal sickness, diseases, treat physical, mental trauma and 

relieve pain. Acquiring a doctor’s degree is the result of loads of hard work in 

academics along with burning midnight oil coupled with many years of training 

costing their parents or them a fortune. Usually a bachelor’s degree in 

dentistry or medicine takes about 5 – 5.5 years, but in today’s fiercely 

competitive world that degree alone is not enough to have a successful 

career and many have to opt for a Master’s degree like an M.D.S. or an M.D. 

which usually takes another 3 years. This isn’t the end as well as there are 

specializations in various fields for doctors and for dentists as well 

including dental implantology, rotary endodontics, lasers to name a few. These 

specialized courses take time and are expensive as well. Some want to 

pursue higher studies abroad which make up an overall costly investment. 

Most doctors’ friends are 22-23 when the latter finish their education, start 

working and earning a proper livelihood. In contrast, most doctors get free 

from education in their late 20’s by 28-30 years of age. Doctors/Dentists also 

do need to keep updating their skills and educating themselves. So compared 

to other professions, a doctor/dentist invests overall a lot in his career and 

starts earning properly much later in life. 

 
A common thought is that doctors are often neglectful with their money. They 

stack up loans, usually spend out too much of what they earn and hardly save 

for their retirement. After years of studying, exams and struggling on a tight 

student’s life budget, they are ready to be extravagant when they earn 

well. Doctors have high salaries/incomes that they think it okay to spend 

accordingly and just because of that many of them spend their money on 

adventures that at least show them appearing richie-rich viz. nice 

vacations, expensive cars and a large house (sometimes on even further 

loans). A few common reasons which apply to doctors and where most people 

struggle include a lack of financial knowledge, poor financial regimen 

followed by them and a lack of vision of a long-term perspective. In addition, 

there is a bit of a culture within medical/dental colleges where there is hardly 

any talk about finance and its implications on the profession. Doctors are so 

used to being looked up to, that they find it difficult to seek out advice on 

anything. There is also the God complex as doctors are used to being the boss 

and people rely on them blindly. It is difficult for them to trust someone else 

as asking for advice appears as a sign of vulnerability. Doctors are supposed 

to be self-assured and it is hard for them to appear weak to someone else, be it 

the financial advisors as well. 

 
Let’s focus our attention to our field now, DENTISTRY 
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Economic Lifecycle of a Dentist 
 
We, the dentists usually start earning properly after the age of 28-30 years 

which is late compared to other professions. A dentist can either begin his 

career by assisting another dentist or by working in a private clinic or a 

hospital. This means we begin on a regular salary late and our social life and 

events are also delayed. A late marriage, late kids and long erratic working 

hours do influence our financial life a great deal. We usually don’t have much 

time to concentrate on planning our finances as our earnings peak slowly 

between 35-45 years. Dentists don’t have the advantage of continuing their 

practice for as long as possible like doctors because the work posture, long 

hours do take a toll on our back, neck and spine. Practice slows down a bit 

for some of us or starts cooling down after a few years in the practice as the 

fresher dentists start breathing down our throat and slowly start eating into 

our practice pie as they appear to be more in sync with current trends in 

dentistry and associated habits and also possess specialized degrees. A 

dentist like us, thus, can’t be lax imagining that we have a very long career 

ahead of us. We should have a retirement age in mind and plan according to 

that. If we can continue even after that age, that is a bonus or we can decide 

the terms and conditions of our work which is a great advantage to have. 

Dentists’ services never go out of demand whichever way the economy is 

going usually. Having plenty of disposable income for some earning 

handsomely also means those dentists are drawn more to the high-risk 

schemes which promise high returns and high tax savings. What all dental 

professionals should do is to identify their risk tolerance levels and manage 

their investments accordingly, preferably focusing on low risk investments 

initially. By investing in sync with our risk tolerance level, we would be 

able to generate stable income and minimize our tax deductions. 

 
Dentist’s Financial Quotient 

Dentists or doctors in general are usually deemed intelligent having cracked 

some of the toughest entrance exams to get admissions in medical/dental 

colleges. Some of them, therefore, think they can make great monetary 

decisions too, but most of them make mistakes (read – blunders) leading 

to huge financial losses sometimes. Being high-income earners, dentists 

sometimes fall into the lure of living life lavishly and usually beyond their 

means. Be it a credit card installment or paying back the student loan 

installment, poor debt management habits quickly forge a significant problem 

for us. Many of us do not buy enough insurance at the right time to cover 

us and our family and sometimes, it is too late to realize this in life that 

our finances are not well controlled and managed. When we buy insurance 
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at a later age, it becomes expensive. Some of us are smart enough to buy life 

insurance but then ignore disability insurance which is an important 

aspect of a dentist’s life which further hurts the finances of the family. 

Some of us are in huge debts due to student loans or loans taken for setting 

up of our practice and don’t know how to manage these loans. Tax is one of 

the grey areas for people like us, which involves a systematic and planned 

investment with a handsome retirement strategy, yet many dentists lack 

that coherent effort to build up a well defined tax strategy. Some dentists are 

over the roof when they see their figures of gross income per month failing to 

realize that a good chunk would go to taxation and the after tax position 

wouldn’t appear that glossy and lucrative but, of course, can be dramatically 

improved with a well planned smart tax planning. Therefore, we can afford to 

take higher risks in our investment portfolio. Many of us are not aware of this 

and thus always over invest in low risk and low returns products. Some of 

these products are usually mis-sold to us by financial consultants or agents 

(most of them are usually our patients whom we start trusting blindly) who 

know our ignorance about such matters like the child future plans & pension 

plans. If the dentist does not have the time or the inclination for financial 

planning, he should invest in having a good financial planner who can manage 

his finances and give him sound investment advice as per his needs and pre-

set goals. Earning a high income sometimes lures dentists into a false 

sense of security. While most earners have around four decades to plan and 

save for retirement, dentists due to the time they take to complete their 

graduation and post graduation and settling down and later, health issues 

starting taking a toll on our body have less than a peak time of around two 

decades or even less, precisely 15-20 years. A perfect saving ratio should be 

30% to 35% of our total income if we intend to retire at 55, or are forced to 

retire around this age and this has to be planned with a smart super-

annuation and a tax strategy that involves maximizing higher contributions 

for the best possible tax outcome. 

 
Irony of a Dentist’s life 
 
Doctors, in general, are one of the most esteemed professions. We are labeled 

as geniuses, seemingly unable to do anything wrong except when it comes to 

money. The irony is that we dentists don’t follow the rules that we have 

instituted ourselves to first diagnose, understand the problem and then 

prescribe a proper treatment plan along with a preliminary apt medication. 

When it comes to finance, we prefer over the counter products. Many of 

us buy financial products without really understanding them as we are not 

in touch with this subject and due to lack of time, which is a case always 

with us; we rely on the insurance agent or the financial product seller who 
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claim to take care of our investments whereas the fact is that they are just 

looking to increase their sales. 

 

Job vs. Practice – Dentist’s Big Dilemma 

Dentists have to decide whether they want to set up their own practice or work 

in a hospital or do both simultaneously. Some do want to start their own clinic 

early which means getting into a business and which is a different ball game 

altogether. We need to see the pros and cons of each option and decide what 

works best for us. If one feels, he is not financially savvy but good in dentistry 

skills, he can set up a small private practice and be a consultant doctor in 

various clinics. Setting up a good practice is not easy. In big cities, there 

are numerous dentists with similar skills and each ones usually fight it out 

literally for the same target market. Fresher dentists face cut throat business 

wherein they start charging lower or gang-up against fellow fresh entrants in 

a hold to show their superiority. If you are a dentist setting up a new 

practice, you should devote time to starting o f  the practice and it should 

start before you finish your previous employment with consent from your 

current employer so that that you have a steady source of income initially. 

You can try understanding the financing aspect of the business (loans etc.) 

with the help of a finance expert too. You need to calculate how much capital 

you will need for setting up a practice and consider things like space 

required, where to set up the practice, cost of space, services offered etc. List 

the revenue and expenses to find out what will be the status of cash flow. We 

have to constantly upgrade our skills to beat competition and offer innovative 

and honest services to patients so that they are satisfied with the treatment 

that they receive. Many dentists are so busy managing the patient side of their 

practice that they end up neglecting the financial elements of their business 

while a few are just complacent about their finances. Regardless of the reason, 

not being on top of your practice’s finances can lead to costly errors that 

damage your long-term financial situation and create a much higher tax 

liability than you would have otherwise envisaged. We see most of the dentists 

running helter-skelter on the call of their CA or financial advisor in March (the 

fag end of the financial year) to literally throw money (a hard earned one) in one 

scheme or the other just to save tax which is in fact, a very wrong strategy. 

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.  

Isn’t that an irony that we slog day in and day out till late hours to earn those 

notes, which we hardly care to save for our rainy days or try to make the 

money further grow from accumulated or correctly invested money itself? 
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So, what are the biggest tax mistakes we dentists commonly make and 

how can we ensure we don’t make them? 

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

misconceptions for dentists: 

 
1. Financial Year: The financial year (FY) is the year between 1 April 

and 31 March in which you earn an income. 

 

2. Assessment Year: The assessment year (AY) is the year between 1 April 

and 31 March following the FY in which the income is evaluated. 

 

3. Understanding AY-FY: The Financial year is a period between 1 April 

and 31 March in which you earn an income. Assessment year is the 

following year in which this income is assessed and taxed. AY comes 

after FY. Both AY and FY begin on the 1st of April and end on the 31st 

of March. Income is earned in FY and taxes on that income is paid in 

AY. Income tax returns are assessed the year after the financial year 

has finished. During the assessment year, taxpayers file their 

income tax return the returns and refunds are processed by the I-T 

Department that year. 

An e.g. for AY and FY for recent years: 
 
 

Period Financial Year Assessment Year 

1 April 2013 to 

31 March 2014 

FY 2013-14 AY 2014-15 

1 April 2014 to 

31 March 2015 

FY 2014-15 AY 2015-16 

1 April 2015 to  

31 March 2016 

FY 2015-16 AY 2016-17 

1 April 2016 to 

31 March 2017 

FY 2016-17 AY 2017-18 

1 April 2017 to  

31 March 2018 

FY 2017-18 AY 2018-19 

 
  
 

4. A new financial year: Every financial year and assessment year starts 

on the 1st of April and ends on the 31st of March. 

 

5. Difference between AY and FY: Repeating thus again for the 

benefit of all, AY is the assessment year and FY is the financial year. 
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Income tax return forms have an AY mentioned over them. Thus, from 

an income tax perspective, FY is the year in which you earn an 

income. AY is the year following the financial year in which you have 

to evaluate the previous year’s income and pay taxes on it. As 

mentioned above, assessment year is the year in which income is 

evaluated and taxed. This evaluation and taxation is done on income 

that is earned in the previous year, which is known as the financial 

year. For example, if your financial year is from 1 April 2015 to 31 

March 2016, then it is known as FY 2015-16. The assessment year 

for income earned during this period would begin after the financial 

year ends–that is on 1 April 2016 till 31 March 2017. Hence, the 

assessment year would be AY 2016-17. 

 
 

6. An ITR form has AY and not FY: Since income for any particular 

financial year is evaluated and taxed in the assessment year, income 

tax return forms have AY. Income is earned in a financial year but 

cannot be taxed before it is earned, hence it has to be evaluated and 

taxed after the financial year ends. Hence, taxpayers have to select AY 

while filing their income tax returns. 

 

7. A FY and AY in Hindi: Financial year is called the Vitiya Varsh 

and assessment year is called the Nirdharan Varsh. 

 

8. Income Tax regimen in India: There are two types of taxes in India 

– direct and indirect. A direct tax is a tax you pay on your income 

directly to the government. Indirect tax is a tax that restaurants, 

theatres and other service providers charge you on for goods or for 

services. This tax is, in turn, passed down to the government. Indirect 

taxes take many forms: service tax on restaurant bills and movie 

tickets, value added tax or VAT on goods such as clothes and 

electronics (these all are no longer used having been replaced by GST). 

Goods and services tax (GST), rolled out in July 2017 is a unified tax 

that has replaced all the indirect taxes that business owners had to 

deal with. 

 

9. E-Filing: E-filing or electronic filing is submitting your income tax 

returns online. There are two ways to file your income tax returns. The 

traditional way is the offline way, where you go the Income Tax 

Department’s office to physically file your returns. The other way is 

when you e-file through the internet. Since the last 2 years, e-filing 
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has become compulsory except for ITR 1 & 2. It is easier also and 

doesn’t require prints of documents. 

 

10. Who has to file Income Tax Returns: It is mandatory to file income 

tax returns in India if any of the below conditions are applicable to you 

(as per the Income Tax Act): 
 

a. Earn gross annual income more than – 2.5 lakhs (individuals 

under 60 years), 3 lakhs (individuals between 60-80 years), 5 

lakhs (individuals above 80 years) 

b. Earn income other than salary like house property etc. 

c. Want to claim income tax refund from the department 

d. Earn from or have invested in foreign assets 

e. Wish to apply for visa or loan applications 

f. Company or a firm, irrespective of profit or loss 
 
 

11. Income Sources: For simpler classification, the Income Tax 

Department breaks down income into five heads. Everyone who earns 

or gets an income in India is subject to income tax. The income could 

be salary, pension or could be from a savings account that’s quietly 

accumulating a 3.5%, 4%, 5% or 6% interest (depending upon 

different banks). Even, winners of game shows and contests on 

TV/Radio/Internet have to pay taxes on their prize money. 

 
 

a. Income from Salary: Income from salary and pension 

b. Income from House Property: Rental income mostly 

c. Income from Capital Gains: Income from sale of a capital asset 

such as mutual funds, shares, house property, agricultural land 

d. Income from Business and Profession: This is when you are 

self- employed or you run a business. CA’s, doctors, architects and 

lawyers who have their own practices come under this. 

e. Income from Other Sources: Income from savings bank 

account interest, fixed deposits, recurring deposits, winning game 

shows etc. 

 

12. Tax Slabs: People’s incomes are grouped into blocks called tax brackets 

or tax slabs and each tax slab has a different tax rate. In India, we have 

four tax brackets each with an increasing tax rate. 

a. Income earners of up to 2.5 lakhs 

b. Income earners of up to 5 lakhs 

c. Income earners of between 5 lakhs and 10 lakhs 
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d. And those who make more than 10 lakhs per year 
 
 

Income Range Tax 

rate 

Tax to be paid 

up to Rs. 2.5 lakhs No tax No tax 

Between Rs. 2.5 lakhs  

and Rs. 5 lakhs 

5% 5% of your taxable income 

Between Rs. 5 lakhs  

and Rs. 10 lakhs 

20% Rs. 12,500 (5% on 2.5 – 5 lakhs) 

+ 20% of income above Rs. 5 

lakhs 

Above 10 lakhs 30% Rs. 12,500 + Rs. 1,00,000 (20% 

on 5 – 10 lakhs) + 30% of 

income above Rs. 10 lakhs 

 

 

This is the income tax slab for FY 2017-18 for taxpayers under 60 

years. There are two other tax slabs for two other age groups: those 

who are 60 and older and those who are above 80 (details given above 

in point 10).  

     People often misunderstand that if they earn for e.g. Rs. 15 lakhs, 

they will be paying a 30% tax on Rs. 15 lakhs i.e Rs. 4,50,000 (Rs. 

4.5 lakhs). That’s not true. A person earning Rs. 15 lakhs in the 

progressive tax system, will pay Rs. 1,12,500 (see table above) + Rs. 

1,50,000 = Rs. 2,62,500 only as tax and not Rs. 4,50,000. 

 
13. A few deadlines: 

 

a. For Salaried: 31st January: Deadline to submit your investment 

proofs to your employer 

b. For the rest: 31st March: Deadline to make investments under 

Section 80C 

c. For everyone (individuals): 31st July: Last date to file your tax 

return 

d. Verification: 120 days from 31st July – Time to verify your tax 

return by printing, signing and sending a single page form ITR-V 

(Verification) to CPC, IT Department, but these days it is easily 

verified on the spot just after e-filing by Aadhaar or net banking 

by OTP (One time Password) & EVC (Electronic Verification Code). 
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14. ITR V (Verification): Verify your tax return by printing, signing and 

sending a single page form ITR-V (Verification) to CPC (Centralized 

Processing Centre), Income Tax Department, Bengaluru, but these days 

it is easily verified on the spot just after e-filing by Aadhaar or net 

banking by OTP (One time Password) & EVC (Electronic Verification 

Code). 

 

15. Challan 280: Challan 280 is the slip that you will use for online income 

tax payment. 

 
16. TDS: TDS ensures steady flow of taxes for the government. TDS exists 

to help government get tax throughout the year. There’s a prescribed 

table on how much tax deducted under what circumstances for e.g. any 

salary paid over Rs. 30,000 will have 10% -15% TDS deduction. Your 

employer cuts TDS based on the information available to him about 

you. So if you have made investments, but have not declared or if 

you live in a rented house, but have not shared rent receipts (Details 

on rent and home loan and other tax deductions in Part 2 of this 

article in next issue of the journal), your finance department will have 

no choice but to deduct tax based on your Cost to company or the 

CTC. This is why the investment proofs deadline of 31st January is very 

important. Save yourself some headache and submit your investment 

proofs on time. Banks don’t know if you are working in a company or if 

income from fixed deposits is what you solely rely on. So, they deduct 

a standard 10% tax before they give away the interest. Now if you fall in 

the 20% or 30% bracket, it is on you to pay the remainder of the income 

tax. That’s why sometimes you may find yourself paying some tax at 

the time of filing a tax return. Make sure banks have your PAN number. 

They deduct 20% tax if they don’t have your PAN in their records. 

Persons responsible for making payments have to deduct tax before 

making payment. The tax department wants payers to deduct tax 

beforehand and deposit it instead of waiting for you (the recipient) to 

make the tax payment yourself. The recipient of income receives the 

net amount (after deduction of tax at source). The recipient adds the 

gross amount to his income. TDS is adjusted against final tax due, 

since it is tax already deposited on the recipient’s behalf. 
 

 

 
 
17. Advance Tax: Advance tax means income tax should be paid in 

advance instead of lump sum payment at year end. It is also known as 

‘pay as you earn’ tax. These payments have to be made in 

installments as per due dates provided by the income tax department. 
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If the salaried, freelancers, professionals and businesses have a total tax 

liability of Rs. 10,000 or more in a financial year, you are bound to pay 

advance tax or pay interest with penalty at the end. Advance tax applies 

to all tax payers, hence. Senior citizens, who are 60 years or older and 

do not run a business, are exempt from paying advance tax. Self-

employed people must do the calculation themselves and pay the tax to 

the Government periodically every quarter. 
 

The deadlines are: 
 

Due Date Advance Tax Payable 

On or before 15th June 15% of advance tax 
 

On or before 15th September 45% of advance tax 

On or before 15th December 75% of advance tax 

On or before 15th March 100% of advance tax 

 

To calculate your advance tax: Add up all the invoices received and 

include future payments you will be receiving till March 31 to 

estimate your taxable income. Deduct expenses directly related to your 

business and any investments you have made or will be making under 

Section 80C and accordingly deposit advance tax. 

 
 
18. Books of accounts: Books of accounts means a record of all 

income, expenses, assets and liabilities of your business. These 

financial records are essential for understanding the performance of 

your business. These may be compulsorily required in some cases. 

 

19. Deductions: Income from all the five heads 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. (Details on all types of deductions and 

rebates in Part 2 of this article in next issue of the journal), 

Investments such as PPF, NSC or certain expense like life insurance 

premium, interest on education loan, medical insurance are allowed as 

deduction from your gross total income. 

 

20. Depreciation: When you purchase a capital asset, the benefit of such 

an asset is usually expected to last more than a year, such assets are 

‘capitalized’ and not charged to expenses when they are bought. Every 
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year a small portion of its cost is expensed and is allowed to be 

reduced from your income. This expense which is charged every year 

is called depreciation. 

 

21. Tax audit: Tax audit is a review of your financial records by a 

Chartered Accountant. Your books must be audited if: 
 

 

a. you are a professional earning gross receipts exceeding Rs.50 lakhs 

b. or a business owner with an annual revenue of over Rs.2 crores 

c. or you have opted for presumptive taxation, you declare your 

income below the prescribed percentage but your total income 

exceeds the basic exemption limit of Rs. 2,50,000. 

 

22. Form 26AS: Form 26AS has all tax related information of your PAN. 

It shows how much tax has been received by the government against 

your PAN. It includes TDS, tax directly deposited by you, refunds 

made to you etc. You can understand how to view and download your 

Form 26AS. It is a tax summary statement that contains all the tax 

payments you have made yourself (self-assessment tax/ advance tax) or 

tax someone deducted (TDS) on your behalf. You are going to need 

this document when you are doing your income tax e-filing. Form 

26AS can be downloaded from www.incometaxindiaefiling.com. I always 

advise my colleagues to keep checking Form 26AS at least once every 

week.    

 
23. Form 16: This is a super important document for all salaried 

individuals. If you need to know whether or not your company has 

given you some tax allowance like your offer letter says, or want to see 

how much tax has been deducted throughout the year, or need to see 

EPF contributions, it would be easier if you could see them all in one 

place? That is your Form 16 where all this information is available in 

one place and having a Form 16 makes e-filing your income tax return 

very simple. You can upload your Form 16 and e-file your income tax 

return. Form 16 has: 

a. a summary of all the tax deducted by each quarter 

b. all the tax benefits and allowances you’ve availed as a salaried 
individual 

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

d. and your taxable income after allowances and Section 80C deductions 

 
24. Form 16A: Form 16A is very similar to a Form 16 in that it contains 
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how much tax was deducted over what income. So how’s Form 16A 

different from Form 16? Form 16A will never be issued by an 

employer. They are usually given to you by a bank that is deducting 

TDS, or a company that has deducted tax on your freelancing service. 

 

25. Digital Signature: While filing the audit report, both the CA’s signature 

as well as yours’ need to be included. For this, you must get a digital 

signature. Digital signature certificate come with validity of one/two 

years. 

 

26. Form 15G & Form 15H: What can you do to make sure bank does not 

deduct TDS on interest, if your total income is not taxable? (applies 

mainly to fresher dentists) Banks have to deduct TDS when interest 

income is more than Rs. 10,000 in a year. The bank includes deposits 

held in all its branches to calculate this limit. But if your total income is 

below the taxable limit, you can submit Forms 15G and 15H (only for 

senior citizens) to the bank requesting them not to deduct any TDS on 

your interest. Form 15G and Form 15H are forms you can submit to 

make sure TDS is not deducted on your income if you meet the 

conditions mentioned below. Also, you must have a PAN before applying 

for these forms. Some banks allow these forms to be submitted online 

through the bank’s website. Form 15G and Form 15H are valid for one 

financial year. So you have to submit these forms every year if you are 

eligible. Submitting them as soon as the financial year starts will ensure 

the bank does not deduct any TDS on your interest income. Form 15H 

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

for everybody else.  Conditions you must fulfill to submit Form 

15G/15H: 

a. You are an individual or HUF (Hindu Undivided Family) 

b. You must be a Resident Indian 

c. You should be less than 60 years old for form 15G (above 60 years 

or will be 60 years for which you are submitting the form for form 

15H) 

d. Tax calculated on your Total Income is nil 

e. The total interest income for the year is less than the minimum 

exemption limit of that year, which is Rs 2,50,000 for financial year 

2016-17. 

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 
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bank. The only way to claim a refund of excess TDS deducted is by filing 

your income tax return. Banks or other deductors cannot refund TDS to 

you, since they have already deposited it with the income tax 

department. Income tax department will refund excess TDS, after you file 

an income tax return. TDS is usually deducted quarterly. So, if you 

forget to submit Form 15G/Form 15H, don’t worry, you can submit it at 

the earliest available opportunity, so that no TDS is deducted for the 

remaining financial year. 

 

27. Self Assessment Tax: When you are filing a tax return and you find 

out that you need to pay additional tax, you would be paying self 

assessment tax. Another way to think about this would be: 
 

a. if you are paying tax for a financial year after the deadline has 

ended, you will pay self assessment tax. 

b. if you are paying tax for a financial year during the financial year, 

you will pay advance tax. 

 

28. Section 87A Tax Rebate for FY 2017-18 & for FY 2016-17:  Section 

87A rebate provides for income tax rebate to individuals earning income 

below the specified limit. It is being provided to reduce the tax burden of 

lower income bracket.  

 Who all can claim rebate under section 87A for FY 2016-17?  

If you are a resident individual and your total Income minus deductions 

(under Section 80) is equal to or less than Rs. 5,00,000, you are eligible 

for a rebate of Rs. 5,000 under Section 87A. The rebate is limited to Rs. 

5,000; which means if the total tax payable is lower than Rs. 5,000, 

such lower amount of tax will be the rebate under section 87A. This 

rebate is applied on total tax before adding Education Cess (3%). This 

rebate is also available to Senior Citizens who are 60 years old but less 

than 80 years old. For FY 2017-18, the Finance Minister has provided a 

maximum Rebate of Rs. 2,500 under Section 87A and that too if your 

total Income minus deductions (under Section 80) is equal to or less 

than Rs. 3,50,000.  This rebate too is applied on total tax before adding 

Education Cess (3%).   

 

29. For Professionals (Doctors/Dentists): Your income tax return must 

include income earned from all sources. This includes income earned 

from your practice, any rental income, income from fixed deposits and 

savings accounts and income earned from sale of any shares or 
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property, called capital gains. The common way going on since many 

years now is to consider it like a business activity and deduct actual 

expenses from actual receipts to calculate its profit and loss and pay tax 

on it. Once your income is calculated from all sources, you can claim 

reduce your taxable income by claiming deductions under Section 80 

and pay tax on the remaining income. 

 

30. IT Return Forms 

 
 

(Image Courtesy: Cleartax.com) 
 

NOW, the BIG GAME CHANGER for Dentists from this YEAR –  

IMPORTANT for DENTISTS (and all Professionals) 

 
31. Presumptive income for Professionals for FY 2016-17– Starting FY 

2016-17, this scheme has been extended to professionals such as 

doctors, lawyers, architects etc., if their gross receipts are 50 lakhs or 

less (Newly inserted Section 44ADA). Such taxpayers have to pay 

advance tax as per quarterly installments. Starting from FY 2016-17, 

professional can opt for presumptive taxation and therefore, can file 

ITR-4S (ITR 4 now from AY 2018-19). Under Section 44ADA for 

presumptive taxation for professionals, your professional income is 

considered as 50% of your total receipts and you will need to pay tax 

on that income. You can claim Section 80 deductions as well. The 

biggest advantages come in the form of the fact that no books have to 

be maintained for those opting under Section 44 ADA. 
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32. Details of presumptive taxation:  

a. When you opt for presumptive taxation, your income is ‘presumed’ 

and an actual profit is not calculated. You can assume your profits 

to be 50% of your receipts. However, only those who have annual 

receipts of Rs. 50 lakhs (Averaging Rs. 4,16,666 per month) or less 

can opt for this scheme. If your annual receipts exceed Rs. 50 

lakhs, you must report them and deduct actual business expenses 

to compute profit (or loss). This profit may be less or more than 50% 

of receipts. Those who opt for presumptive taxes do not have to 

compute or report actual profits like before.  

b. Presumptive taxation for doctors has been introduced effective FY 

2016-17. This scheme is available to individuals and HUF, if you are 

incorporated as a company, your profits cannot be presumptive. 

Also, you must be Resident in India as per the Income Tax act. 

c. Benefits of presumptive taxation are manifold. If you opt for this 

scheme, you don’t have to keep books of accounts and no audit is 

required. This will help you save around Rs. 5000 – Rs. 20,000 

easily that you would have to pay as fees to an accountant and 

auditor. The intent of law is to encourage small taxpayers to file tax 

returns and make compliance easy for them. But it is recommended 

to continue to keep at least some record of the transactions of the 

practice/clinic. You are also not required to pay advance tax in 

installments; paying your entire tax dues by 15th March of the 

financial year will suffice (This point is still debatable as most 

CA’s say, presumptive scheme has nothing to do with Advance 

Tax Installments, they have to be given as they are). Penal 

interest is applicable on delayed tax payment @ 1% calculated 

monthly until you file your return. 

d. Just like a patient must diligently maintain medical/dental records, 

accounting records of your practice are also useful and in some 

cases, mandatory. The threshold for keeping accounting records is 

low for doctors. If your annual receipts are more than Rs. 1.5 lakhs 

in each of the past 3 years, you should keep some form of financial 

books to at least have some proof of gross sale. Some records which 

are recommended are: 

i. Cash book – A record of day to day cash receipts and payments. 

A record that shows cash balance at the end of the day or at best 

at the end of each month. 

ii. Journal – A journal is a log of all day to day transactions 

accounting transactions. 
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iii. Ledger – A ledger where all entries flow from the journal, it can 

be used to prepare the financial statements. 

iv. Copies of bills – Photocopies of bills or receipts issued by you 

which are more than Rs. 25. 

v. Original bills of expenditure incurred by you which are more 

than Rs. 50. 

e. Following are the additional requirements for doctors – 

i. Daily cash register with details of patients, services rendered, fees 

received and date of receipt. The best in our case would be Form 

3C for maintaining the record. It can be manual or electronic, 

both. 

 

(Image Courtesy: Google) 

ii. Details of stock of drugs, medicines, and other consumables used 

(if applicable). 

Those who opt for presumptive scheme are exempt from record 

keeping, but some basic bill book, receipt book, bank statements 

must be kept for cross-validation by IT Department. 

f. The term gross receipts are not specifically defined in the income 

tax laws. However, all your receipts directly because of your 

profession must be considered. You may have other receipts such 

as from authorships, taking lectures, contributing articles, which 

may not be included in computing your gross receipts. If you have a 

significantly large number of other receipts, you should seek your 

CA’s help to sort this out.  

g. Audit is mandatory in two situations. When your receipts exceed Rs. 

50 lakhs in a financial year, or when your receipts are under Rs. 50 
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lakhs but your profit is lower than 50% and your total income is 

more than Rs. 2.5 Lakhs (i.e. total income is taxable). Basically, 

when your total income is taxable and profits are less than 50% of 

gross receipts. 

h. As in Section 44AD (presumptive section for traders/businessmen 

with less than 2 crore turnover @ 8%), lower taxes on digital 

receipts are applicable and instead of the usual presumed rate of 

8%, a lower rate of estimated profit of 6% is applicable for digital 

receipts for presumptive businesses. But in our case, assumed 

profit will be 50% of your total receipts, irrespective of whether they 

are paid in cash or digital mode. 

i. Sometimes, we would like to submit a profit of above 50% to 

increase our capital. We can opt for the presumptive scheme and 

still declare profits higher than 50% of receipts. But if the receipts 

are under Rs. 50 lakhs and your expenses are lower than 50% of 

receipts, you will end up saving significant tax by opting for this 

scheme as will be illustrated in example below. 

j. If profits are less than 50% of receipts, but your total income is 

taxable, (it exceeds Rs. 2.5 lakhs) in such a situation, you will have 

to maintain books of accounts and get them audited as well. 

k. If you earn income from a business, besides income from the 

practice or by running another commercial venture like a dental 

academy or a medicine shop, or a nursing home, where fee is 

charged for a room etc., then in such a case, you may have to report 

income from these business activities as a business and 

presumptive rate of tax of 50% will not apply. Presumptive tax will 

only be available to your income earned directly due to your 

profession. You can report a part of your income (professional 

income) as presumptive and balance income from a business can be 

calculated by claiming actual expenses, like running of any other 

business. In such a case, book keeping and audit rules may apply 

to the business activity, whereas presumptive activity may be 

exempt from these (the picture is still not clear even in this 

matter fully by now by the Government).  

l. Unlike presumptive businesses, there is no restriction for 

presumptive taxation for professionals. You can claim it one year 

and then opt out and then in the following year opt in again. In 

Section 44AD, once you opt for this, you have to continuously keep 

doing it for 5 years and you cannot opt out of it (again a debatable 

point as per many CA’s and no clear cut instructions by the 
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Government in this regard). 

m. For presumptive income, ITR 4 (earlier ITR 4S) is applicable. In this 

form; income from one house property, salary income can also be 

reported. However, if you have any capital gains income or you own 

more than one house property, you cannot file this form. You will 

have to file ITR-3 (Earlier ITR 4). 

 

33. An example of benefits of presumptive scheme: 

 
Mithila is a dentist (endodontist) having her own practice in Delhi. She 

also works as a consultant in many clinics. She earned an income of 18 

lakhs in FY 2016-17, that is between 1 April 2016 and 31 March 2017. 

In the normal course of things, without the benefit of presumptive tax, 

Mithila’s taxable income (the amount she would need to pay tax on) 

would be something like this.  

Please note that I haven’t taken into account the Section 80 

deductions to make it less confusing and anyways, they remain the 

same in both the cases of taxation (presumptive or non-presumptive). 

 
Taxable income without using presumptive taxation scheme: 

 Total gross income for the year from private practice and as a visiting 

consultant – Rs. 18 lakhs 

 Expenses to be claimed as tax deductions –  Rs. 6 lakhs 

Travel & Transport Expense, Property Tax, Water and Sewerage Bills, 

Electricity Expense, Conferences Expense, Associate Salary Expense, 

Assistant Salary Expense etc. 

 Total taxable income (gross income – expenses) – Rs. 12 lakhs 

 

Taxable income using presumptive taxation scheme: 

 Total gross income for the year from private practice and as a visiting 

consultant – Rs. 18 lakhs 

 Total taxable income (50% of gross income) – Rs. 9 lakhs 

 
TAX CALCULATION 

Without presumptive taxation FY 2016-17 

Taxable income – Rs. 12 lakhs 

Up to Rs. 2.5 lakhs – Nil 

From Rs. 2.5 lakhs to Rs. 5 lakhs – Rs. 25,000 ( @ 10% in FY 2016-17) 
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From Rs. 5 lakhs to Rs. 10 lakhs – Rs. 1,00,000 ( @ 20% in FY 2016-17) 

From Rs. 10 lakhs to Rs. 12 lakhs – Rs. 60,000 ( @ 30% in FY 2016-17) 

Total Tax – Rs. 1,85,000 

 

With presumptive taxation FY 2016-17 

Taxable income – Rs. 9 lakhs 

Up to Rs. 2.5 lakhs – Nil 

From Rs. 2.5 lakhs to Rs. 5 lakhs – Rs. 25,000 ( @ 10% in FY 2016-17) 

From Rs. 5 lakhs to Rs. 9 lakhs –     Rs. 80,000 ( @ 20% in FY 2016-17) 

Total Tax – Rs. 1,05,000 

 

Assuming the same scenarios in 2017-18 and Calculating Tax with 

revised slabs  

 

TAX CALCULATION 

Without presumptive taxation FY 2017-18 

Taxable income – Rs. 12 lakhs 

Up to Rs. 2.5 lakhs – Nil 

From Rs. 2.5 lakhs to Rs. 5 lakhs – Rs. 12,500 ( @ 5% in FY 2017-18) 

From Rs. 5 lakhs to Rs. 10 lakhs – Rs. 1,00,000 ( @ 20% in FY 2017-18) 

From Rs. 10 lakhs to Rs. 12 lakhs – Rs. 60,000 ( @ 30% in FY 2017-18) 

Total Tax – Rs. 1,72,500 

 

With presumptive taxation FY 2017-18 

Taxable income – Rs. 9 lakhs 

Up to Rs. 2.5 lakhs – Nil 

From Rs. 2.5 lakhs to Rs. 5 lakhs – Rs. 12,500 ( @ 5% in FY 2017-18) 

From Rs. 5 lakhs to Rs. 9 lakhs –    Rs. 80,000 ( @ 20% in FY 2017-18) 

Total Tax – Rs. 92,500 

 

This is just an e.g. of the total tax liability as still Section 80 deductions 

haven’t been applied deliberately for ease of understanding, but as is 

apparent, by using the presumptive taxation scheme, Mithila will be able 

to save Rs. 80,000 in taxes in FY 2016-17 and also save Rs. 80,000 in 

taxes in FY 2017-18 with revised tax slabs. That is, she will have to pay 

Rs. 80,000 less as income tax. The 3% Education Cess would be added 
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to the taxable income in both cases. If there was no presumptive taxation 

scheme, Mithila would pay income tax on Rs. 12 lakhs, but by availing 

the benefit of presumptive taxation, she can show her taxable income to 

be half of her gross income i.e. Rs. 9 lakhs. 

 

34. ITR 4 vs. ITR 4S : We dentists used to file form ITR 4 which has 

now become ITR 3 and ITR 4S becomes ITR 4 from this financial year 

as the ITR 4S form has been discontinued from FY 2016-17 (AY 2017-

18). If you have e-filed a ITR-4S for FY 2015-16, then you must file an 

ITR-4 now next year as ITR 4 has become ITR 3 and ITR 4S has changed 

to ITR 4. 
 

You will have to file an ITR 3 when: 

 
 You have an income from profession or proprietary business. 
 
 
 This includes traders, life insurance agents, other commission 

agents too. 

 
You’ll file an ITR-4 when:  

 

 You have opted for presumptive taxation under Section 44AD/ 

Section 44ADA/Section 44AE. 

 

 

(More on this Changed Trend in Part 2 of this article with a deep 

insight on tax saving and right investments for the dentists) 
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