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Keyman Insurance is fast emerging as a favourite of corporates. The Keyman
concepl recognises the vital importance of the key personnel in any company or
organisation and takes care of all his life insurance needs with many add-on
benefits. On the other hand, it offers the company an innovative tax planning
mode and provides for sudden and sizeable expenses of taking care of the
keyman's dues in the company on his demise. Such expenses, if left unplanned,

Can create unprecedented financial crisis on demise of the Keyman. This Plan is ideal for CMD / MD /
Partners / Directors / Consultants, efc.

The reasons for Keyman Plan’s popularity are:

* It acknowledges the importance of human capital vis-a-vis material capital in a commercial venture
and rewards the human assets with ample benefits.

* The structure of returns on Keyman Plan takes into account all vital factors during the life of Keyman
and offers comfortable income to dependents after his demise.

* Keyman Plan can also be formulated fo calculate and provide for cost of recruitment, training and
grooming of a replacement of the deceased Keyman.

* Investment under this Plan is 100% exempt from business income.

* This Plan offers various formulae for innovative tax planning.

FOR MORE DETAILS & ASSISTANCE CALL US TOLL-FREE 1600 213000
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It’s not magic. But it’s working like magic!!!

Tax Rates - An Overview (%)

i Prop. Rate| Cur. Rate Proposed
e 06-07 05-06 Others | JVomen | g, Citizens
Total income below Rs. 10 lacs
Upto Rs. 50,000 Mil Ml Mil Mil il
Rs. 50,000-80,000 Mil 10.20% Mil Mil il
Rs. 60,001-100,000 Mil 20.40% Mil Mil il
Rs. 100,001-150,000 10.2% 20.40% 10.20% 10.20%* il
Rs. 150,001-250,000 20.40% 30.60% 20.40% 20.40% 20.40%
Above Rs, 250,000 30.60% 30.60% 30.60% 30.60% 30.60%,
LTCG on assets cther than listed 20.40% 20.40%
securities
STCG on listed securities 10.20% 10.20%
STCG on assets other than listed
Securities As perslab | As per slab *125,000-150,000
Total income above Rs. 10 lacs
Upto Rs. 50,000 Mil Mil il il Mil
Rs. 50,000-60,000 Mil 14,229, Mil il Mil
Rs. 60,001-100,000 Mil 22 4400 Mil il Mil
Rs. 100,001-150,000 11.22% © 22.44% 11.22% 11.22%" il
Rs. 150,001-250,000 22.44%, 33.86% 22.44% 22.44% 22.44%
Above Rs. 250,000 33.66% 33.66% 33.66% 33.66% 33.66%
LTCG on assets other than listed 22.44% 22.44%
securities
STCG on listed securities 11.22% 11.22%
STCG on assets other than listed
Securities As perSlab | As per Slab *125,000-150,000
Tax Rates - An Overview (Rs.)
Income Prop. Rate 06-07 | Current rate 05-06 For women Sr. Citizens
1,00,000 Mil Nil Mil Nil
1,25,000 2,550 14,280 Nil Mil
1,50,000 5,100 19,380 2,550 Nil
1,75,000 10,200 27,030 7,650 5,100
2,00,000 15,300 34,680 12,750 10,200
2,25,000 20,400 42,330 | 17,850 15,300
2,50,000 25,500 49 980 | 22 950 [ 20,400
2,75.000 33,150 57,630 | 30,600 | 28,050
3,00,000 40,800 65,280 38,250 35,700
4,000,000 71,400 95,880 68,850 66,300
5,00,000 1,02,000 1,26,480 899,450 | 96,900
8,50,000 _ 2.09,100 2.33 580 2,06,550 | 2,068,550
10,00,000 2,55,000 ! 3,07.428 2.,52.450 | 2,52.450

General rates for Firms & Domestic Companies:
Partnership firm: Proposed rate 0 6-07: 33.66% as against current rate 05-06: 36.5925%. Same rate apply for Domestic companies.

Special tax rates for Firms and Domestic companies:
LTCG on assets other than listed securities: Proposed rate 06-07: 22 44% as against current rate 05-06: 20.91%.
STCG on listed securities: Proposed rate 06-07: 11.275% as against current rate 05-06: 10.455%.
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Personal Taxation

1. Standard deduction from salaries withdrawn. However, standard deduction from family pension is not withdrawn.

2. Replacement of section 88 by section 80C (for details contact us).

3. Deduction on education loan for higher education (Section 80E) - consolidated investment of Rs. 1 lac exempt.
Presently deduction is allowed to individuals on repayment of principal amount subject to maximum Rs. 40,000/- p.a. Itis
proposed  to amend this section whereby no deduction shall be allowed on repayment of principal amount of such loan.
Also, maximum limit of Rs. 40,000/- is also proposed to be dispensed with. So interest on loan for higher education will now
be only available without limit.

4. Deduction on interest etc. (Section 80L)

This section allows deduction from gross total income of individuals or HUF of income by way of interest on govt. Securities,
MNSC, etc. Subject to limit of Rs. 12,000/-, Additional deduction of Rs. 3,000/ is also allowed on interest on govt. Securities.
This section is proposed to be omitted and henceforth no such deductions will be available.

' Corporate Taxation

1. Re-alignment of deduction in depreciation.
The general rate of depreciation on plant and machineries will be reduced from current 25% to 15%.

2. Rate of additional depreciation is increased from 15% to 20%. Therefore, new plant and machineries will now attract rate of
depreciation of at least 35%. Rate of depreciation in subsequent years will be 15%.

3. U/S. 35 DDA deduction shall be available also in respect of payments made on VRS even after retirement. Such deduction
will be admissible in 5 equal instalments beginning with the year in which the respective payments are made.

4. Credit for Minimum Alternate Tax{MAT)
It is proposed to re-introduce credit for MAT paid.
In a year, where 7.5% of the book profits (MAT) computed under 115 JB is more than the tax computed under the normal
provisions (Normal Tax), then the tax is payable at 7.5% of book profits.
To the extent the MAT exceeds the Mormal Tax the amount payable is carried forward to the subsequent assessment year.
In any subsequent assessment year if normal tax exceeds the MAT then to the extent of such excess the MAT credit
available is set off and tax payable is accordingly reduced.
The benefit of carry forward and set off is available for 5 assessement years immediately succeeding the AY for which the
credit was first computed.

Taxation on Financial Instruments

1. Set-off of speculative losses.
| Presently, U/S 73, speculative losses are allowed to be set off only against speculative income. If this loss can not be set off,
then the same can be carried forward to the subsequent year. This right was available for 8 years immediately succeeding the
year for which the loss was first computed. This period is proposed to be reduced to 4 years immediately succeeding the year
for which the loss was first computed.

2. Fringe Benefit Tax (FBT)

It is proposed to levy additional tax on fringe benefits provided or deemed to have been provided by a person to its
employees from FY 06-07. FET is payable even by charitable trusts whose entire income is exempt u/s 11. Other entities liable
to pay FBT are an individual or an HUF engaged in business or profession, a company, a firm, AOP, BOI, a local authority and
every artificial juridical person. FBT is payable even by entities who do not employ manpower. Benefits texed under FBT will not
be included as income of the employee as perquisites. FET paid under Chapter XlI-H will not be allowed as deduction while
computing profits and gains from business or profession. However, there are some exemptions : a) Gift given to employees on
special occasions upto Rs. 5,000/~ b) Medical reimbursement, transportation and canteen benefits given within purview of
respective acts ¢) Payment made to the approved superannuation fund U/S 36 (1) (iv).

Possession of mobile phone removed from 1-by-6 scheme. Instead, a person incurring electricity bill exceeding
Rs. 50,000 p.a. is liable to file I-T return

Service providers with turnover upto Rs. 4 lacs exempted from service tax
Banking Cash Transaction Tax (BCTT) of .1% introduced for cash withdrawal from banks exceeding Rs.
10,000/~ per day.

By Finance (No.2) Act, 2004, the exemption granted to an individual on non-resident (external) account, non-
resident account or not-ordinary resident account was to be withdrawn from April 1 2005. It is now proposed to
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