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Background
The Government on 30 April 2015 tabled the amendment to the Finance Bill, 2015
proposals ‘amended bill’ in the lower house of Parliament for approval. The same has
been passed along with 41 amendments.
This alert captures certain noteworthy amendments from an individual tax perspective.

Key changes
Deduction for contribution to notified pension scheme1


Currently, deduction is allowed for contribution to notified pension scheme of Central
Government upto 10% of Salary or 10% of Gross total income, which was limited to INR
100,000.



The Finance Bill, 2015 proposed to enhance limits for annual deduction in respect of the
notified pension scheme from INR 100,000 to INR 150,000. Further, an additional deduction
of INR 50,000 for contribution to notified pension scheme was proposed.



There was ambiguity on whether the additional deduction proposed in the bill would be
applicable only if entire investment of INR 200,000 is made in the notified pension scheme.



As per amended bill, the tax payer is eligible for additional deduction of INR 50,000 even if
INR 150,000 is not invested in notified pension scheme but in other prescribed avenues.

Deduction for Health Insurance Premium


Currently, deduction upto INR 15,000 is allowed for health insurance premium paid for self
and family and an additional INR 15,000 is allowed for health insurance premium for parents.



As per Finance Minister’s speech, it was proposed to increase the limit of INR 15,000 to INR
25,000. It was further proposed to increase the limit of such deduction for senior citizens from
INR 20,000 to INR 30,000.



The Finance Bill, 2015 (as presented originally) omitted reference to the enhanced deduction of
INR 25,000 in the relevant section of the Income-tax Act, 1961.

1

Currently the only notified pension scheme is National Pension Scheme (NPS)



To address the above, an amendment is proposed to increase the existing deduction of INR
15,000 to INR 25,000 in line with the Finance Minister’s speech.

Mandatory filing of return if tax payer has foreign assets


Currently, a resident and ordinarily resident, is mandatorily required to file the tax return even if
total income does not exceed the maximum amount not chargeable to tax if he has any asset
(including any financial interest in any entity) located outside India or signing authority in an
account outside India



As per the amended bill, it has been proposed that a resident and ordinarily resident, is
mandatorily required to file the tax return if he:
- holds, as a beneficial owner or otherwise, any asset (including financial interest in any entity)
located outside India or has signing authority in any account located outside India; or
- is a beneficiary of any asset (including any financial interest in any entity) located outside
India.



The terms ‘beneficial owner’2 and ‘beneficiary’3 are now defined in the amended bill. While
these definitions are similar to those mentioned in the instructions to recently notified Income
tax return forms (applicable to Financial Year 2014-15), this amendment will be effective from 1
April 2016 i.e. Financial Year 2015-16.



Filing of return will not be mandatory for a beneficiary of any asset (including any financial
interest in any entity) located outside India, if income arising from such an asset is includible in
the income of the beneficial owner of such an asset.

2

“Beneficial owner” in respect of an asset means an individual who has provided, directly or indirectly, consideration for the asset for the
immediate or future benefit, direct or indirect, of himself or any other person.
3

“Beneficiary” in respect of an asset means an individual who derives benefit from the asset during the previous year and the consideration for
such asset has been provided by any person other than such beneficiary.

Comments
Given the ambiguities in interpretation of the amendments proposed in Finance Bill, 2015,
the above changes would bring in more clarity to the individual tax payers.
The requirement of filing tax return by beneficial owner and beneficiary of any asset located
outside India is aligned with the recently notified income tax return forms.
The amended Bill would be enacted as law after it is passed by the upper house of
Parliament and after receiving the President’s assent.
Source: http://www.taxmann.com
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