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MONEY MATTERS :

These Bonds have to be held for
a period of 3 years and no loan,
mortgage or any encumbrances should
be created on them. However, the
interest on these Bonds is taxable.

some difficulty in obtaining the deduction u/s 54EC.

Mode of holding: These Bonds can be held in
dematerialised or in physical form. They also can be
held in single or joint names. You can avail the
nomination facility too.

Maturity period/tenor: The Bonds are issued for
a fixed maturity period of three years.

Transferability: These Bonds are non-transferable,
non-negotiable and cannot be offered as security for
any loan or advance. However, their transmission to
legal heirs is allowed in case of death of the
bondholder.

Rate of interest: NHAI bonds carry interest @ 6.25
% /annum, payable annually on 31st March every
year. RECL Bonds carry interest @ 5.75 % /annum,
payable annually on 30th June every year.

Taxability of interest: The interest earned on these
bonds is fully taxable under the head ‘Income from
Other Sources’.

TDS on interest: No tax at source would be deducted
from the interest on these bonds.

Benefit u/s 54EC

Your taxable long term capital gains get reduced by
the amount of investment made in these Bonds. Let
us consider the following example to see the actual
benefits available to an individual on investment in
these Bonds.

Say, you have sold a plot of land and earned la ong
term capital gain of Rs 50 lacs in the financial year
2009-10. You will have to pay tax @ 20.60%
(including surcharge) which works out to Rs 10.30
lacs. You can reduce this tax liability by investing this
amount in these Bonds.

Let us see what is your cash-flow at the end of three
years, considering

< you invest in NHAI Bonds and does not pay any
capital gains tax

% you don’t invest in NHAI bonds and pays tax @
20.60 %. The balance amount is invested in bank
deposits fetching interest @ 10% /annum. The date
of allotment of Investment in NHAI bonds can be 31st
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March, 2010.

After deductions u/s80C and u/s80D, your income
from other sources may be Rs 3 lacs.

(a) Investment in NHAI Bonds
FY FY FY

Particulars 2010-11 | 2011-12 | 2012-13

Income from other

sources 3,00,000 | 3,00,000 | 3,00,000

Interest on NHAI

Bonds @ 6.25%

on Rs 50 lacs 3,12,5003,12,500 | 3,12,500

Taxable income 6,12,500|6,12,500|6,12,500

Tax payable (as per

slab) 82,143 | 82,143 | 82,143

Net Funds

available 5,30,357 | 5,30,357 | 5,30,357

Total Funds available at the end of the third year

For FY 2010-11 5,30,357

For FY 2011-12 5,30,357

For FY 2012-13 5,30,357

Add: Maturity proceeds of NHAI Bonds 50,00,000
Total Funds Available 65,91,071

(b) Capital Gains Tax Paid and surplus invested
in a Bank Fixed Deposit @ 10% p.a.

FY FY FY
57,36,241 2010-11 | 2011-12 [ 2012-13
Income from other
sources 3,00,000 | 3,00,000 | 3,00,000
Interest on Bank
Fixed Deposits @
10% on Rs 39.70
lacs (50 lacs — Tax
10.30 lacs) 3,97,000 | 3,97,000 | 3,97,000
Taxable income 6,97,000 | 6,97,000 | 6,97,000
Tax payable (as
per slab) 1,08,253]1,08,253 | 1,08,253
Net Funds avail-
able 5,88,74715,88,747|5,88,747
Total Funds available at the end of the third year
For FY 2010-11 5,88,747
For FY 2011-12 5,88,747
For FY 2012-13 5,88,747
Add: Maturity proceeds of Bank Fixed
Deposits 39,70,000
Total Funds Available 57,36,241

This shows that in the given situation, investment in
NHAI bonds is a better option.

(The author is a member of Bombay Chartered Accountants’
Society)
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