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~ tosociety. In case of tax evasion
. purposes.

|

the tax. Tax evasion is a deliberate
cts, falsification of accounts including

Difference between ‘Tax Planning’ iﬁ. b

planning is an Act within the four
e device'

mmauauﬁn objectives and it is not a colourabl
attempt on the part of taxpayer by misrepres

downright fraud.
2. Tax planning is a legal right and social respons

economic objectives are achieved. Tax evasion 1S a
prosecution.
3. Tax planning requires thorough knowledge of

political situation of the country while tax evasion requir
4. Tax planning helps in the economic development 0 .
funds for investment in desired channels while tax evasion generates black money which is

generally utilised for smuggling, bribery, extravagant expenses on luxury.
5. A tax planner enjoys his fruits freely and he does not suffer from high blood pressure,

entatio

ibility. By tax planning, certain social and
legal offence coupled with penalty ang

the relevant Acts, social, economic and
es boldness to infringe the law.
f the country by providing additional

whereas a tax evader remains always in the anxiety of search and seizure.
As our society has become ‘money society’, whatever the evils of black money may be, it has
become z part of the life of most of the people and in near future, there is no hope of putting a

check on it.

> Difference between Tax Planning and Tax Avoidance
1. In tax planning, the letter and the spirit of the law are followed while in tax avoidance

the tax is reduced by taking advantage of the loopholes of the law.
9. Tax planning is permanent while tax avoidance is temporary. However, no penalty can

be imposed either in case of tax planning or in case of tax avoidance.

> Difference between Tax Avoidance and Tax Evasion
1. Tax avoidance is legal but tax evasion is illegal.

9 Tn case of tax avoidance, the objects and spirit of the law are not followed while in the
case of tax evasion the provisions of the law are flouted.
3. Tn the case of tax avoidance, no penalty can be imposed while in case of tax evasion the
person is liable to penalty and prosecution.
4. In the case of tax avoidance, black money is not generated, hence, it is not very harmful
black money is generated which is mostly used for g@uo@ﬁ&é

:



TAX PLANNING

without violating ?._n_ any way the legal provisions of an Act, full advantage:
rebates and reliefs permitted under the Act, o that thel

as far as possible, is the least.
rebates and reliefs have been pro

gxation on an assessee,
Actually, the exen \ptions, deductions, rov
prislature to achieve certain social and economic goals. For example section 80IB@
fax Act, 1961 provides deduction from gross total income in respect of prom¥
stablished industrial undertakings ally backward State or IEEEH

in industr
fistrict as may be notified i this behalf. The

object of the tax concession i€
strially packward distfict or State. Section 80C pre

fevelopment of indus™® 2 g a1 or HUE: aves the amount and 12




OBJECTIVES OF TAX PLANNING

Tax liability is reduced b ing .
: y tax planning. In the direct t : o8
and H.m.rmmm have been wu.oﬁmmm by the legislature to mommmwwww Mmm.awﬂmbm, deductions
To achieve .Scmmm ogo.oﬁém people are encouraged to resort to t mu..wmw moﬁﬂ and eco:

1. Claim deductions from gross total income under sections m%@mﬂ%@” E

9 Reduction in tax liability. Th

that enough surplus out of profits rer
and also for future investments in hi



TAX PLANNING FOR INDIVIDUALS

deductions, exemptions and reliefs,
-succeed in doing so by updating his knowledge
the taxation laws and the conditions to be fulfilled to 2
3. Minimisation of litigation. There is always a tug-of-war be
+ax administrators. The tax-payers try their best to pay the least tax :

~ main reason of litigation lies in tax avoidance and not in tax planning.
~ wants to reduce his tax liability by finding a loophole in the Act and the tz
not agree with the interpretation of the assessee under which he is de
deduction or relief, it results in litigation. A good tax planning is always b
of the statute or in conformity with the provisions of the taxation laws. In su¢
of litigation are minimised.

4. Productive investment. A proper tax planning brings fiscal discipline
of a tax-payer and reduces the transfer of money, from the person who has
labour, to the Government for waste and ostentation. The amount so saved enk
of the tax-payer for expansion and growth, which in turn increases the t
Government.

5. Reduction in cost. Incidence of tax (direct and indirect) forms a
production. The reduction of tax by tax planning reduces the overall cost. It res
more profit and more tax revenue.

6. Healthy growth of the economy. The growth of a nation’s economy
growth of its citizens. Savings through tax planning devices foster the STOW
savings through tax evasion lead to the generation of black money, the evils
The tax planning plays an important role in the development of backward distric
states and development of infrastructure facilities or in other words, it takes the
intended direction. :

7. Employment generation. The amount saved by tax planning is gen
commencement of new undertakings or expansion of the business. This ereat
opportunities in the business. Further, taxation laws are so complica e
tax-payers cannot plan their affairs efficiently. Hence, such persons ne
accountants, financial advisers and lawyers. Such persons join the bus
employees or provide their services as private professionals. ;

Thus, the tax planning is not only the need of tl 2 y
whole and the Guvé)rgmentg ¥ 16 need of (e taxpey

%



CHARACTERISTICS OF TAX PLANNING

This is the era of p}anning. As in financial sector finance planning, in ma
management planning is done similarly for taxes tax planning is -

Following are the characteristics of tax planning :

1. Object. The main object of tax planning is to reduce tax liability.
by claiming deductions, reliefs and rebates allowed under the Act.

9. Ethical. Tax planning is ethical because it is an act within the four e _

it is not a colourable device to avoid the tax. .

3 Basis. The basis of tax planning is claiming.the deductions, ates 3
have been provided in the Act to achieve certain social and econoxmcgm_h: b
s a thorough knowledge of 8.

4. Study and analysis. Tax plannin requlre

its provisions so that tax liability may be reduced by fulfilling the -




INCOME IAX

& haxacrersiics cold “2 .
an be a short-term tax planning or 2 10ng-term tax planm
nt year, it is called short-term tax planning buf. when 1t 1
to availing tax benefits year after year, it is known as long-term tax planning. %

6. Temporary and permanent. Sometimes the tax liability is reduced in the €
depositing the money in notified schemes. But when money is withdrawn from &
depositor has to pay the tax on the amount withdrawn. This is known as temporary

When the benefit of tax re 2
permanent tax planning.
7. Forms. There are many forms of tax plannin; i :
; ning, e.g., savings, 1
for a new business, a form of organisation, capital s;:ructure cgnstn"es‘tment, b
property, transfer of a capital asset, ete. / ruction and use

5 Term. Tax planning ¢
it is resorted to for the curre

duction in a year is not withdrawn in the future,



'MPORTANCE OR SIGNIFICANCE OF Tax PLANNING

Tax planning is not only important for tax-payer but it is beneficial for the deve
the country, society, trade, industry, ete, .

(1? For Tax-payer. By tax planning, the tax-payer reduces his tax liability. Fe
he avails the benefit of deductions, reliefs and rebates permissible in the Act.
savings in such schemes from where he gets the maximum tax advantage.

(2) For the country. It means the Government. The Government starts des
schemes for the progress of the nation. The capital for the schemes is arranged b
people to save and invest. This reduces the pressure on government revenue.

(3) For society. By tax planning, the society is also ben_eﬁtted in many way
saved is invested in the industry. New inc}ustnal un-Jts Prcmde an opportunity ;
This increases demand of goods and services resulting in the better standard o

the demand of resid

period is deducted from its mcome Bl invest in hou (i

' tives have been given. Thi
;)I;fg;elto purchase houses for the:



