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Rajiv. Gandhi Equity Saving
Scheme (RGESS) is a tax-saving
Instrument announced in the

Finance Act, 2012 to attract new

Investors to the equity market.

It is exclusively for first time
retail investors in the securities
market. These Investors are
called “NEW INVESTORS”.




But did you know that you may
have invested in equity mutual
funds earlier, but are still a
“new investor” as far as RGESS

IS concerned?

Or you may hold physical shares

but would still be considered as
a first-time investor in equity

markets.




Confused?
Let’s try and understand few
things about RGESS in the

next slide.
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Who caninvestin RGESS?

New retail investors witha gross totalincome of upto Rs.12 lakh* can investin RGESS.

How much can one investio
avail maximum tax benefits?

The maximum amount eligible for claiming benefit under RGESS is Rs. 50,000 over and above the
Rs. 1,00,000 deduction available under section 80C. The deduction shall be allowed for three consecutive
assessment years* beginning with the Assessment Year relevant to the previous year in which the listed
equity shares or listed units of equity oriented funds were first acquired.

Tax Benefit

Deduction u/s 80 CCG, is available on 50% of the amount invested subjectto maximum of Rs. 50,000. The
benefit is in addition to deducfion of maximum Rs. 1,00,000 available w/'s Sec 80C. For example: If you
invest Rs.50,000 under RGESS, the amount eligible fortax deduction from your income will be Rs.25,000.

Lock-in Period

3 years. Fixed lock-in during first year followed by a flexible lock-in for subsequent two years, subject to
conditions.

Eligibility Criteria

= Resident Individual

= Gross Annualincome < =Rs. 12 lakh

» Never opened a Demat Account or existing Demat Account but has not made any fransactionsin Equity
» Nevertraded in the Equity or Derivatives segment

» 2ndé& 3rd holder of an accountcan open anew accountas 1st holder

Eligible Securities

= Stocks thatare partof ‘CNX-100" (by NSE) or ‘'BSE-100° (by BSE)

= Equity shares of public sector enterprise that are categorized as Maharaina, Navraina or Miniraina
= Units of Eligible Exchange Traded Funds (ETFs) or Mutual Funds

» Eligible Follow-on Public Offers (FPOs) & New Fund Offers (NFOs)

= Initial Public Offerings (IPOs) of eligible Public Sector Units (PSUs)

Note: You can avail RGESS benefits only on listed securities.

*According to Finance Act 2013




Let us understand this better
by using four different

scenarios.
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Ajay

Vijay

Suresh

Ashok

Gross Total Income (Rs.)

7 Lakhs p.a

9Lakhsp.a

13 Lakhs p.a

11 Lakhs p.a

Resident of India

Yes

Yes

Yes

No

Existing Investment
Holdings

= Mutual Funds

= Exchange Traded
Funds (ETFs)

= Equity shares in
physical mode

= Debenture / Bonds
through demat account

= Equity Shares in
demat mode

= Derivatives

= Systematic Investment
Plan (SIP) in Mutual
Funds.

= Equity-linked saving
schemes (ELSS) of
Mutual Fund

= Fixed Deposits

= Post Office Deposits

Mo Investment

Demat Account

Yes. But as Joint Holder

Yes

No

Yes

Am | Eligible?

Yes. You qualify as a
Mew Investor under

RGESS as you fulfill

all criteria.

No. As you already hold
shares and derivatives
in your demat account,
you do not qualify as a
new investor.

No. Since your gross
annual income is above
12 lakhs, you do not
gualify as a new investor.

No. Since you are a
non-resident Indian, you
do not qualify as a new
investor under RGESS.




So, how is RGESS different from

ELSS schemes of Mutual Funds? /
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ELSS and RGESS are entirely different schemes. ELSS is meant

for indirect participation in the stock market, whereas RGESS aims

to encourage direct participation in the stock market. The

operational differences are given in the next slide.




Operational Differences

ELSS

RGESS

Investments are only in mutual funds

Investments are to be made directly in listed equity or a
combination of equity, mutual funds, ETFs.

100% deduction (upto Rs. 1,00,000) is allowed under ELSS

Only 50% deduction (upto a max. of Rs. 25,000) is allowed under
RGESS.

The ELSS benefit is coming under Section 80C of the IT Act which
has an aggregate limit of Rs. 1,00,000 for all such eligible
instruments like LIC policy, PPF etc

RGESS deduction is available under Section 80CCG. This is a
separate investment limit exclusively for RGESS, over and above
the Section 80C Limit

Lock-in period of 3 years

Lock-in period of 3-years. However, trading allowed after one-year,
subject to conditions.

Since investments are in mutual funds, it is perceived to be less risky

Since investments are in equity / risk / ownership capital, risk is
perceived to be higher

No income eligibility criteria. Demat account is not required

Income eligibility criteria — Gross annual income less than Rs 12
lakhs. Demat account is required




What are Forms A and B?

Form A is what you need to fill and give your depository

participant before you make your first RGESS investment. This

form will certify that you are, indeed, a first-time investor and are

eligible to invest in an RGESS.




If you buy any RGESS-eligible security, within the overall
Investment limit of Rs.50,000, but don’t want it to be counted as
an RGESS investment, then you need to give form B. This would

mean that you can sell this security anytime you want and not be

subject to the lock-in of three years.

Needless to say you then do not get to avail of the tax benefits

either.




However, if you buy an RGESS-eligible security beyond

your Rs. 50,000 limit, don’t bother giving any form then

it will automatically not be counted as RGESS-eligible.




Hope you have understood

the nitty-gritty of RGESS.




Thinking of Investment

Contact
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The views expressed in this lesson are for information purposes only and do not construe
to be any investment, legal or taxation advice. The lesson is a conceptual representation
and may not include several nuances that are associated and vital. The purpose of this
lesson is to clarify the basics of the concept so that readers at large can relate and
thereby take more interest in the product / concept. In a nutshell, Professor Simply Simple
lessons should be seen from the perspective of it being a primer on financial concepts.
The contents are topical in nature and held true at the time of creation of the lesson. This
is not indicative of future market trends, nor is vEcoSys IMF Pvt. Ltd. attempting to predict
the same. Reprinting any part of this material will be at your own risk. vEcoSys IMF Pvt.

Ltd. will not be liable for the consequences of such action.

Mutual Fund investments are subject to market risks,

read all scheme related documents carefully.




