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Cl RCULAR NO 13/ 2002

F. No. 275/192/2002-1T(B)
Governnment of India
M ni stry of Fi nance
Depart nent of Revenue
Central Board of D rect Taxes

New Del hi, the 23"¢ Decenber, 2002

SUBJECT: | NCOVE- TAX DEDUCTI ON FROM SALARI ES DURI NG THE

FI NANCI AL YEAR 2002 - 2003 UNDER SECTI ON 192 OF THE

| NCOMVE- TAX ACT, 1961.
Ref erence is invited to G rcul ar No. 15/ 2001 dat ed
12.12.2001 wherein the rates of deduction of incone-tax
from the paynent of incone under the head "Sal ari es” under
Section 192 of the |Inconme-tax Act, 1961, during the
financial year 2001-2002, were intinated. The present
Circular contains the rates of deduction of incone-tax from
the paynment of income chargeabl e under the head "Sal ari es”
during the financial year 2002-2003 and explains certain
rel ated provisions of the Income-tax Act.

2. FI NANCE ACT, 2002

According to the Finance Act, 2002, incone-tax is
required to be deducted under Section 192 of the Incone-tax
Act 1961 fromincome chargeabl e under the head "Salaries”
for the financial year 2002-2003 (i.e. Assessnent  Year
2003-2004) at the follow ng rates:

RATES OF | NCOME- TAX

1. Were the total incone does not Ni |
exceed Rs. 50, 000/ -.

2. Wiere the total incone exceeds 10 per cent, of the
Rs. 50, 000 but does not exceed anount by which the
Rs. 60, 000/ -. total inconme exceeds

Rs. 50, 000/ -

3. Wiere the total incone exceeds Rs. 1, 000/ - plus 20
Rs. 60, 000/ - but does not exceed per cent of the

Rs. 1, 50, 000/ -. anount by which the
total incone exceeds
Rs. 60, 000/ -.

4. \Were the total income exceeds Rs. 19, 000/ - plus 30
Rs. 1, 50, 000/ -. per cent of the
anmount by which the total
i ncone exceeds
Rs. 1, 50, 000/ -.



Surcharge on incone tax:

The anount of income-tax conmputed in accordance with the
preceding provisions of this paragraph shall be reduced by
the anmount of rebate of inconme tax cal cul ated under Chapter
VIl and the income tax so reduced shall be increased by a
surcharge at the rate of five percent of such incone tax
where the total income exceeds sixty thousand rupees.

However, the total anount payable as incone-tax and
surcharge shall not exceed the total anount payable as
income tax on a total inconme of Rs.60,000/- by nore than
t he amount of income that exceeds Rs. 60, 000/ -.

Sur char ge is payabl e by bot h resi dent and
non-resi dent assessees.

3. SECTION 192 OF THE | NCOVE- TAX ACT, 1961: BROAD
SCHEME OF TAX DEDUCTI ON AT SOURCE FROM " SALARI ES" ETC.

Met hod of Tax Cal cul ati on

3.1 Every person who is responsible for paying any
i ncome chargeable under the head "Sal aries"” shall deduct
incone-tax on the estinated incone of the assessee under
the head "Salaries" for the financial year 2002 -2003. The
income-tax is required to be cal culated on the basis of the
rates given above and shall be deducted on average at the
time of each paynent. No tax will, however, be deducted at
source in any case unless the estimated salary incone
including the value of perquisites, f or the financial year
exceeds Rs.50,000/ -. (Sonme typical exanples of conputation
of tax are given at Annexure-1).

Paynment of Tax on Non-nonetary Perquisites by Enployer

3.2 Fi nance Act, 2002 has given t he enpl oyer
the option to pay the tax on non-nonetrary perquisites
given to an enployee. Wth effect from 1.6.2002, the
enpl oyer may, at his option, make paynent of the tax on

such perquisites hinself without naking any TDS from
the salary of the enployee. The enployer will have to
pay such tax at the tinme when such tax was otherw se
deducti bl e i.e. at the time of paynent of income

chargeabl e under the head salaries to the enpl oyee.

Conput ati on of Average |ncone Tax:

3.3 For the purpose of making the paynment of tax
mentioned in para 3.2 above, tax is to be determ ned at
the average of incone tax conputed on the basis of
rate in force for the financial year, on the income
char geabl e under the head "salaries", including t he



val ue of perquisites for which tax has been paid
by the enpl oyer hinself.

| LLUSTRATI ON

Suppose that the income chargeable under the head ®salary’
of an enployee for the year inclusive of all perquisites is
Rs. 2, 40, 000/ -, out of which, Rs.40,000/- is on account of
non-nmonetary perquisites and the enployer opts to pay the
tax on such perquisites as per the provisions discussed in
para 3.2 above.

STEPS:

I ncome Char geabl e under the head Sal ary

i nclusive of all perquisites: 2,40, 000
Tax on Total Salaries(including surcharge): 48, 300
Average Rate of Tax [ (48, 300/2,40,000) X 100]: 20.12%
Tax payabl e on Rs. 40, 000/ -

( 20.12% of 40, 000) : 8, 050
Amount required to be deposited each nonth: 671
(8,050 / 12)

The tax so paid by the enployer shall be deenmed to
be TDS nmade fromthe salary of the enpl oyee.

Sal ary From More Than One Enpl oyer:

3.4 Sub- section (2) of section 192 deals
with situations where an individual i s working under
nore than one enpl oyer or has changed from one
enpl oyer to another. It provides for deduction of tax
at source by such enployer (as the tax payer nmay
choose) from the aggregate salary of the enployee who
is or has been in receipt of salary from nore than one
enpl oyer. The employee is now required to furnish to
t he present/chosen enpl oyer details of t he i ncomne
under the head "Salary" due or received from t he
former/ other enpl oyer and al so tax deduct ed at
source therefrom in witing and duly verified by him and
by the fornmer/other enployer. The present enpl oyer
will be required to deduct tax at source on the aggregate
amount  of sal ary (including salary received from the

former or other enployer).

Rel i ef When Sal ary Paid in Arrear or Advance:

3.5 Under sub-section (2A) of section 192 where the
assessee, being a Governnent servant or an enployee in a
conmpany, co-operative society, local authority, university,



institution, association or body is entitled to the relief
under Sub-section (1) of Section 89, he may furnish to the
person responsible for making the paynent referred to in
Para (3.1), such particulars in Form No. 10E duly verified
by him and thereupon the person responsible as aforesaid
shall conpute the relief on the basis of such particulars
and take the same into account in maki ng the deduction
under Para(3.1) above.

Explanation :- For this purpose "University neans a
University established or incorporated by or under a
Central, State or Provincial Act, and includes an

institution declared under section 3 of the University
Gants Comm ssion Act, 1956(3 of 1956), to be University
for the purposes of the Act.

Furni shi ng of Decl arati on by Taxpayer in Form 12C

3.6 Sub-section (2B) of S 192 enables a taxpayer to
furnish particulars of income under any head other than
"Sal ari es" and of any tax deducted at source thereon in the
prescribed form (No.12C) vide Annexure I1. Such incone
should not be a |oss under any such head other than the
| oss under the head "Incone from House Property"” for the
same financial year. The person responsi ble for naking
paynment (DDO) shall take such other inconme and tax, if any,
deducted at source from such incone, and the loss, if any,
under the head "Inconme from House Property"” into account
for the purpose of conputing tax deductible under section
192 of the Income-tax Act. It is, however, provided that
this sub-section shall not in any case have the effect of
reducing the tax deductible, except where the |oss under
the head "Incone from House Property" has been taken
into account, from incone under the head "Salaries"”
below the anount that would be so deductible if the
other income and the tax deducted thereon had not been
taken into account'.

In other words, the DDO can take into account only the | oss
from House Property for working out the anmount of
total tax to be deducted. Wile taking into the account
the I oss from House Property, the DDO shall ensure that the
assessee files declaration in FormMNo.12 C and encloses
therewith a conputation of such |oss from House Property.

Sub-section (2C) lays down that a person responsible
for paying any inconme chargeabl e under the head “sal aries”
shall furnish to the person to whom such paynent is made a
statement giving correct and conplete particulars of
perquisites or profits in lieu of salary provided to him
and the value thereof in such form and nmanner as may be
prescribed. (Annexure-lI1l1 A& B). These fornms are required
to be filed by the enployee along with the Return of |ncone
for the relevant year.

Conditions for O aimof Deduction of Interest on Borrowed
Capital for Conputation of |Inconme From House Property




3.7(1) For the  purpose of conputing income / |oss

under the head "I ncone from House Property' in
respect of a self-occupied residential house, a norma
deduction of Rs.30,000/- 1is allowable in respect of
Interest on borrowed capital. However, a deduction on
account of Interest up to a maximum limt of
Rs.1,50,000/- is available if such | oan has been

taken on or after 1.4.1999 for constructing or acquiring
the residential house and the construction or acquisition
of the residential wunit out of such I|oan has been
conpleted within three years fromthe end of the Financial
Year in which capital was borrowed. Such higher deduction
is not allowable in respect of Interest on capital borrowed
for the purposes of repairs or renovation of an existing
residential house. To claim the higher deduction in respect
of Interest upto Rs.1,50,000/-, a further condition has
been added by the Finance Act, 2002. It is now required
that the enployee should furnish a certificate from the
person to whom any Interest is payable on the capital
borrowed, specifying the amount of |nterest payable by such
enpl oyee for the purpose of construction or acquisition of
the residential house or for conversion of a part or whole
of the capital borrowed which remains to be repaid as a new
| oan.

3.7(ii)The essential conditions necessary for availing
hi gher deduction of interest of Rs.1,50,000/ - are that
the anount of capital nust have been borrowed on or after
01.4.1999 and the acquisition or construction of
residenti al house nust have been conpleted within
three years fromthe end of the financial year in which
capital was borrowed. There is no stipulation regarding
the date of conmencenent of construction. Consequently,
the construction of the residenti al house could have
conmenced bef ore 01. 4. 1999 but, as | ong as its
construction/acquisition is conpleted within three years,
fromthe end of the financial year in which capital was
bor r oned t he hi gher deduction would be available in

respect of the capital borrowed after 1.4.1999. It may
also be noted that there is no stipulation regardi ng
t he construction/ acquisition of the residential wunit

being entirely financed by capital borrowed on or after
01.4.1999. The |oan taken prior to 01.4.1999 will carry
deduction of interest upto Rs.30,000/ only. However, in any
case the total anmpunt of deduction of Interest on borrowed
capital will not exceed Rs.1,50,000/ - in a year

Adj ust enent for Excess or Shortfall of Deduction:

3.8 The provisions of sub-section (3) of Section 192
allow the deductor to nmake adjustnents for any excess or
shortfall in the deduction of tax already made during the
financial year, in subsequent deductions for that
enpl oyee within that financial year itself.

TDS on Paynent of Bal ance Under Provident Fund and
Supper annuat i on Fund:




3.9 The trustees of a Recognized Provident Fund, or
any person authorized by the regulations of the Fund to
make paynent of accumnul ated balances due to enployees,
shall, in cases where sub-rule(1) of rule 9 of Part A of
the Fourth Schedule to the Act applies, at the tinme when
the accumul ated balance due to an enployee is paid, nake
therefrom the deduction specified in rule 10 of Part A of
the Fourth Schedul e.

3.10 Wiere any contribution nmade by an enpl oyer
including interest on such contributions, if any, in an
approved Superannuation Fund is paid to the enpl oyee, tax
on the anount so paid shall be deducted by the trustees of
the Fund to the extent provided in rule 6 of Part B of the
Fourth Schedul e to the Act.

Salary Paid in Foreign Currency:

3.11 For the purposes of deduction of tax on salary
payable in foreign currency, the value in rupees of such
salary shall be calculated at the prescribed rate of
exchange.

4. PERSONS RESPONSI BLE FOR DEDUCTI NG TAX AND THEI R DUTI ES

4.1. Under clause (i) of Section 204 of the Act the
"persons responsible for paying" for the purpose of Section
192 means the enployer hinself or if the enployer is a
Conpany, the Conpany itself including the Principal Oficer
t her eof .

4. 2. The tax determned as per para 7 should be
deducted fromthe salary u/s 192 of the Act.

Deduction of Tax at Lower Rate:

4. 3. Section 197 enables the tax-payer to nake an
application in formMNo.13 to his Assessing Oficer, and, if
the Assessing Oficer is satisfied that the total incone of
the tax-payer justifies the deduction of incone-tax at any
|l ower rate or no deduction of incone tax, he may issue an
appropriate certificate to that effect which should be
taken into account by the Drawi ng and Di sbursing Oficer
while deducting tax at source. |In the absence of such a
certificate furnished by the enpl oyee, the enployer should
deduct income tax on the salary payable at the nornma
rates: (Circular No. 147 dated 28.10.1974.)

Deposit of Tax Deducted:




4.4. According to the provisions of section 200, any

per son deducting any sum in accordance wth the
provisions of Section 192 or paying tax on non-nonetary
perquisites on behalf of +the enployee under Section

192(1A), shall pay the sum so deducted or tax so cal cul ated
on the said non-nonetary perquisites, as the case may be,
to the credit of the Central GCovernnent in prescribed
manner (vide Rule 30 of the Incone-tax Rules, 1962). In
the case of deductions made by, or, on behalf of the
CGovernnent, the paynment has to be made on the day of the
t ax-deduction itself. In other cases, the paynent has to
be normal Iy made within one week of the deduction.

Penalty for Failure to Deposit Tax Deducted:

4.5 |If a person fails to deduct the whole or any part
of the tax at source, or, after deducting, fails to pay the
whol e or any part of the tax to the credit of the Central
CGovernment within the prescribed tine, he shall be liable
to action in accordance with the provisions of section 201.
Sub-section (1A) of section 201 |ays down that such person
shall be liable to pay sinple interest at fifteen per cent
per annum w.e.f. 01.6.2001 on the anmount of such tax from
the date on which such tax was deduct ible to the date on
which the tax is actually paid. Section 271C lays down
that if any person fails to deduct tax at source, he
shall be Iliable to pay, by way of penalty, a sumequal to
the ambunt of tax not deducted by him Further, section
276B |l ays down that if a person fails to pay to the
credit of t he Central Gover nnent within t he
prescribed time the tax deducted at source by him
he shall be punishable wth rigorous inprisonment for a
term which shall be between 3 nonths and 7 years, and
with fine.

Furni shing of Certificate for Tax Deducted:

4.6 According to the provisions of section 203, every
person responsible for deducting tax at source is required
to furnish a certificate to the payee to the effect that
tax has been deducted and to specify therein the anount
deducted and certain other particulars. This certificate,

usual 'y called the “TDS certificate”, has to be
furnished within a period of one month fromthe end of the
rel evant financi al year . Even the banks deducting tax
at the tine of paynent of pension are required
to issue such certificates. In the case of enployees
receiving salary income including pension, the certificate
has to be issued in Form No. 16 whi ch has been

prescribed under Board's notification No.S. O No.1062(E)
dated 4.10.2002. It is, however, clarified that there is
no obligation to issue the TDS certificate (Form 16) in
case tax at source is not deductible/deducted by virtue
of clainms of exenptions and deductions. As per the
amended section 192, t he responsibility of
provi di ng correct and conpl ete particulars of
perquisites or profits in lieu of salary given to an



enpl oyee is placed on the person responsible for paying
such incone i.e., the person responsible for deducti ng
t ax at sour ce. The form and manner of such
particulars are prescribed in Rule 26A, Fornl2BA and Form
16 of the Incone-tax Rules as amended by notification
No. S.O No.1062(E) dated 4.10.2002 (copy encl osed as
Annexure 11 A & 111B)

A new form (Form 12BA) stating the nature and value of
perquisites is to be provided by the enployer in case
of salary above Rs.1,50,000/-. In other cases, the
i nformati on would have to be provided by the enployer in
the anended Form 16 itself. In either case, Form 16 with
Form 12BA or Form 16 by itself will have to be fur nished
within a period of one nonth fromthe end of relevant
financi al year.

An enployer, who has paid the tax on perquisites on
behal f of the enpl oyee as per the provisions discussed in
paras 3.2 and 3.3, shall furnish to the empl oyee concerned
a certificate to the effect that tax has been paid to the
Central Governnent and specify the anount so paid, the rate
at which tax has been paid and certain other particulars
in the anended Form 16.

The obligation cast on the enployer under Section
192(2C) for furnishing a statenent showing the value of

perqui sites provided to the enployee is a serious
responsibility of the enployer, which is expected to be
di scharged in accor dance with |aw and rul es of
val uation franed t her eunder . Any false i nformati on,
fabricated docunentation or suppression of requisite
information wll entail consequences therefore provided

under the | aw.

A specimen of these certificates is enclosed at
Annexure II1l. These certificates are to be issued on the
tax-deductor's own stationery within one nonth from the
close of +the financial year i.e. by April 30 of every
year . If he fails to issue these certificates to the
person concerned as required by section 203, he wll be
liable to pay, by way of penalty, under section 272A, a sum
which shall be Rs.100/ - for every day during which the
failure continues.

Mandat ory Quoti ng of PAN and TAN

4.7 According to the provisions of section 203A of the
I ncome-t ax Act , it is obligatory for all per sons
responsi bl e for deducting tax at source to obtain and quote
t he Tax-deducti on Account No. (TAN in the Challans,
TDS-certificates, returns etc. Detailed instructions in
this regard are available in this Departnent's G rcular
No. 497 (F.No.275/118/87-1T(B) dated 9.10.1987). If a person
fails to conply with the provisions of section 203A, he
will be liable to pay, by way of penalty, under section
272BB, a sumof ten thousand rupees. Sinmlarly, as per



Section 139A(5B), it is obligatory for persons deducting
tax at source to quote PAN of the persons from whose incone
tax has been deducted in the statenent furnished u/s
192(2C), certificates furnished u/s 203 and all returns
prepared and delivered as per the provisions of Section 206
of the Inconme Tax Act, 1961

Annual Return of TDS:

4.8. According to the provisions of section 206 of
the I ncome-tax Act, read wth rules 36A and 37 of the
Income-tax Rules, the prescribed person in the case of
every office of Governnment, the principal officer in the
case of every conpany, the prescribed person in the case of
every local authority or other public body or association
every private enployer and every other person responsible
for deducting tax under section 192, from "Sal ari es" shall
after the end of each financial year, prepare and deliver
by 31st May followi ng the financial year, an annual return
of deduction of tax to the designated/concerned Assessing
Oficer. This return has to be furnished i n Form No. 24.
It may be noted that a copy of each of the TDS certificates
issued during the financial year should be enclosed with
the annual return. If a person fails to furnish in due
time the annual return, he shall be liable to pay by way of
penalty wunder section 272A, a sumwhich shall be Rs.100/ -
for every day during which the failure continues, so,
however, that this sumshall not exceed the amobunt of tax
whi ch was deducti bl e at source.

4.9. Areturn filed on a floppy, diskette, nagnetic
cartridge tape, CD-ROM or any other conputer readable nedia
as may be specified by the Board shall be deemed to be a
return for the purposes of section 206 and the Rules made
thereunder, and shall be admissible in any proceeding
thereunder, w thout further proof of production of the
original, as evi dence of any contents of the original or of
any fact stated therein. Wiile receiving such returns on
conputer nedi a, necessary checks by scanni ng the docunents
filed on conputer nedia will be carried out and the nedia
may be duly authenticated by the Assessing Oficer

Chal | ans for Deposit of TDS:

4.10. Whil e making the paynment of tax deducted at
source to the credit of the Central Governnent, it may be
ensured that the correct ampunt of inconme-tax is recorded
inthe relevant challan. It may also be ensured that the
right type of challan is used. The relevant challan for
maki ng paynent of tax deducted at sour ce fromsalaries is
No.9 with "Blue colour Band". Were the anount of tax
deducted at source is credited to the Central CGovernnent
through book adjustnent, care should be taken to ensure
that the correct anobunt of incone-tax is reflected therein.



TDS on I ncone from Pensi on

4.11. In the case of pensioners who receive their
pensi on from a nationalized bank, the i nstructions
contained in this circular shall apply in the same rmanner
as they apply to salary-inconme. The deductions from the
anount of pension on account of standard deduction under
section 16 and the tax rebate under section 838B (in the
case of pensioners, resident in India, who are 65 years of
age or nore : refer Para 6(18) ) will be allowed by the
concerned bank at the tinme of deduction of tax at source
fromthe pension, before nmaking paynent to the concerned

pensi oner . As regards the tax rebate under section 88 on
account of contribution to Life Insurance, Provident Fund,
NSC etc., if the pensioners furnish the relevant details to

t he banks, the tax rebate at the specified rate may al so be
al l owed. Necessary instructions in this regard were issued
by the Reserve Bank of India to the State Bank of India and
other nationalized Banks vide RBI's Pension G rcul ar
(Central Series) No.7/C.D.R/1992 (Ref. CO DGBA: GA( NBS)
No. 60/ GA. 64 (11CVL) -91/92) dated the 27th April, 1992, and,
these instructions should be followed by all the branches
of the Banks, which have been entrusted with the task of
paynment of pensions. Further all branches of the banks are
bound u/s 203 to issue certificate of tax deducted in Form
16 to the pensioners also vide CBDT circular no. 761 dated
13.1.98.

I mportant Circul ars:

4.12. Were Non-Residents are deputed to work in
India and taxes are borne by the enployer, if any refund
becomes due to the enployee after he has already left India
and has no bank account in India by the time the assessnent
orders are passed, the refund can be issued to the enployer
as the tax has been borne by it : Grcular No. 707 dated
11.7.1995.

4.13. TDS certificates issued by Central CGovernnent
departnents which are nmaking payments by book adjustnent,
should be accepted by the Assessing Oficers if they
indicate that credit has been effected to the Income Tax
Departnent by book adjustment and the date of such

adjustnment is given therein. In such cases, the Assessing
Oficers may not insist on details like challan nunbers,
dates of paynent into CGovernment Account etc., but they

should in any case satisfy thenselves regarding the
genui neness of the certificates produced before them
Crcular No. 747 dated 27.12.1996

4.14 There is a specific procedure laid down for
refund of paynents nade by the deductor in excess of taxes
deduct ed at source, vide G rcular No. 285 dat ed
21.10.1980.

4.15 1In respect of non-residents, the salary paid for
services rendered in India shall be regarded as income



5.

earned in India. It has been specifically provided in the
Act that any salary payable for rest period or |eave
period which is both preceded or succeeded by service
in India and fornms part of t he service contract of
enpl oyment  wil | al so be regarded as incone earned in
I ndi a.

ESTI MATI ON OF | NCOVE UNDER THE HEAD " SALARI ES"

5.1 I ncone chargeabl e under the head "Sal ari es"

(1) The following inconme shall be chargeable to
i ncome-tax under the head "Sal ari es”

(a) any salary due froman enployer or a forner
enpl oyer to an assessee in the previous year
whet her paid or not;

(b) any salary paid or allowed to him in the
previ ous year by or on behalf of an enpl oyer or
a former enployer though not due or before it
becane due to him

(c) any arrears of salary paid or allowed to himin
the previous year by or on behalf of an
enpl oyer or a former enployer, if not charged
to incone-tax for any earlier previous year

(2) For the renoval of doubts, it is clarified that
where any salary paid in advance is included in the total
income of any person for any previous year it shall not be
included again in the total inconme of the person when the
salary becones due. Any sal ary, bonus, commissi on or
renuneration, by whatever nane called, due to, or received
by, a partner of a firmfromthe firmshall not be regarded
as "Sal ary".

Definition of Salary:

(3) "Sal ary" includes wages, fees, conm ssions,
perqui sites, profits in lieu of, or, in addition to salary,
advance of salary, annuity or pension, gratuity, paynents
in respect of encashnent of leave etc. It also includes
the annual accretion to the enpl oyee's account in a
recogni zed provident fund to the extent it is chargeable to
tax under rule 6 of Part A of the Fourth Schedule of the
Income-tax Act. Contributions made by the enployer to the

account of the enployee in a recognized provident fund in
excess of 12% of the salary of the enployee, al ong
with interest applicable, shall be included in the income
of the assessee for the previous year. O her itens

included in salary, profits in lieu of salary and



perquisites are described in Section 17 of the Incone-
tax Act. The scope of the termprofit in lieu of salary
has been anended so as not to include interest on
contributions or any sum received under a Keyman
i nsurance policy including the sumallocated by way of

bonus on such policy. For the purposes of this sub-
cl ause, the expression Keyman insurance policy shal

have the neaning assigned to it in clause (10D) of
section 10. It may be noted that, since sal ary
i ncl udes pensi ons, tax at source would have to Dbe
deducted from pension also, if otherwise called for.
However, no tax is required to be deducted from the

conmut ed portion of pension as explained in clause (3) of
para 5.2 of this G rcular.

(4) Section 17 defines the terns "sal ary",
"perquisite” and "profits in lieu of sal ary".

Per qui site incl udes:

a) The value of rent free accomvodati on provided to
t he enpl oyee by his enpl oyer;

b) The value of any concession in the matter of
rent in respect of any accommodati on provided to
t he enpl oyee by his enpl oyer;

c) The value of any benefit or amenity granted or
provi ded free of cost or at concessional rate in
any of the follow ng cases:

i) By a conmpany to an enpl oyee who
is a director of such conpany;

ii) By a conmpany to an enpl oyee who
has a substantial interest in the
conpany;

iii) By an enployer (including a
conpany)to an enployee, who is
not covered by (i) or (ii) above
and whose incone under the head
Salaries ( whether due from or
paid or allowed by one or nore

enpl oyers), exclusive of t he
val ue of al | benefits and
anenities not provided by way of
nonet ary paynent, exceeds
Rs. 50, 000/ -.

The rules relating to valuation of such benefits and
amenities have been prescribed in Rule 3. It is further

provided that 'profits inlieu of salary' shall include
amounts received in lunp sum or otherwise, prior to
enpl oynent or after cessation of enpl oynent for the
purposes of taxation. The rules for wvaluation of

perqui site are as under : -

l. Accommodation :- Under the old Rule 3, for purpose of




valuation of the perquisite of unf urnished acconmobdation

al | enpl oyees were divided into three categories:
) Central & State Governnent enpl oyees, ii) enpl oyees
of Publ i c Sect or undert aki ng and Sem - gover nient
or gani zati on and iii) others including, private sector
enpl oyees. Under the said Rule for purposes of valuation
of perquisite of accommuodat i on, enpl oyees are divided
into two categories: 1) Covt. & State Covt. enpl oyees;

and ii)Qhers.

For enployees of the Central and State g overnment the
value of perquisite shall be equal to the |licence fee
charged for such accommodati on

For all others, i.e., those salaried taxpayers not in
enpl oynent of the Central government and the State
governnment, the valuation of perquisite in respect of
accommodation would be at prescribed rates. The rate is
10% of ‘'salary' in cities having popul ati on exceedi ng four
| akhs as per the 1991 census. For other places, the
perqui site value would be 7.5.% of salary.

The scope of the word "accomopdati on" has been w dened
by clarifying that it includes a house, flat, farm house,
hotel acconmmpbdation, notel, service apartnent guest house,
a caravan, nobile hone, ship etc. However, the value of
any accommodation located in a renote area provided to an
enpl oyee working at a mning site or an on-shore oi
exploration site or a project execution site or an
accommodation provided in an off -shore site will not be
treated as a perquisite. A project site for the purposes
of this sub-rule neans a site of project upto the stage of

its comm ssioning. A "renote area" means an area |ocated
at least 40 kiloneters away froma town having a popul ati on
not exceeding 20,000 as per the latest published all India
census. Of-shore sites of simlar nature do not have to

meet any requirenent of distance.

The definition of “salary” for calculating
perquisite value is the same as per earlier Rules. The only
change is that nedical allowances and reinbursement for
treatment of serious illness as prescribed in the proviso
bel ow Section 17(2)(vi) have now been excluded from the
definition of salary for this purpose. For furnished
accomodation, the provision of valuation of perquisite

of f ur ni shi ngs, fittings and furniture at 10% of
original cost per annum or actual  hire charges is
conti nued.

In case of enployer other than Central and State

Covt., where acconmpdation is taken on |lease or rent by
enpl oyer, act ual anount of | ease rental paid or
payable by the enpl oyer or 10% of sal ary whichever is
| ower, as reduced by the rent, if any, actually paid by

the enployee, is taken as perquisite.

If an acconmmodation is provided by an enployer in a



hotel the value of the benefit in such a case shall be 24%
of the annual salary or the actual charges paid or payable
to such hotel, whichever is lower, for the period during
whi ch such accomodation is provided as reduced by any rent
actually paid or payable by the enpl oyee. However, where
in cases the enployee is provided such acconmobdation for a
period not exceeding in aggregate fif teen days on transfer
fromone place to another, no perquisite value for such
accommodati on provided in a hotel shall be charged. It nmay
be clarified that while services provided as an integral
part of the accommodation, need not be val ued separately as
perquisite, any other services over and above that for
whi ch the enpl oyer nmakes paynent or reinburses the enpl oyee
shall be valued as a perquisite as per the residual clause.
In other words, conmposite tariff for accomodation will be
valued as per these Rules and any ot her charges for other
facilities provided by the hotel will be separately val ued
under the residual clause. . Also, if on account of an
enpl oyee's transfer from one place to another, the enpl oyee
is provided wth accommodation at the new place of posting
while retaining the acconmodation at the other place, t he
value of perquisite shall be determned with reference to
only one such acconmodation which has the | ower value as
per the table prescribed in Rule 3 of the Income Tax
Rul es, for a period upto 90 days. However, after
that the value of perquisite shall be charged for both
accomodati ons as prescri bed.

Il Mdtor Car

(a) Were the notor car is owned or hired by the enployer
and is used wholly and exclusively in the performance of
his official duties, no perquisite arises in the hands of
the enployee, subject to maintenance of docunents as
prescribed in sub-para (f) below. No perquisite arises even
if the notor car is owned by the enployee hinself but the
act ual runni ng and mai nt enance char ges (including
remuneration of the chauffer, if any) are reinbursed to him
by the enpl oyer, provided that the motor car is used wholly
and exclusively for official purposes and the docunents as
prescribed in sub-para (f) bel ow are maintai ned.

(b) Wiere the notor car is owned or hired by the enployer
and is used exclusively for the private or personal purpose
of the enployee, the value of perquisite would be equal to
the actual anount of expenditure incurred by the enployer
on the running and maintenance of the notor car (including
remuneration of the chauffer, if any), as increased by the
anmount representing 10% of the actual cost of the motor car
on account of normal wear and tear and as reduced by any
amount charged fromthe enpl oyee for such use

(c) Where the motor car is owned by the enployee but the
act ual runni ng and mai nt enance char ges (including
remuneration of the chauffer, if any) are reinbursed to him
by the enployer and such reinbursenent is for the use of



the vehicle partly for official and partly f or personal or

private purposes, the value of perquisite shall be the
actual amount of expenditure incurred by the enployer as
reduced by the anounts specified in colum ( I ) of the

Tabl e bel ow.

(d) Were the notor car is owned or hired by the enployer
and is used partly in the performance of his duties and
partly for personal or private purposes, the value of
perqui site shall be determ ned as per the Tabl e bel ow

Smal | car Lar ge car [ f Chauffeur
(upto 1.6ltrs (above 1.6 provi ded
engi ne Itrs engine by enpl oyer
capacity) capacity) to run the
not or car,
an additi -

onal anount
as belowis
al so charged

(1) Car owned/ Rs. 1200 per Rs. 1600 per Rs. 600 per
hi red by nont h nont h nmont h
enpl oyer

and expenses

on mai nt enance
and running are
met or reinbursed
by t he enpl oyer

(1) Car owned / Rs. 400 per Rs. 600 per Rs. 600 per
hi red by nont h nont h nmont h
enpl oyer
but the exp-
enses on

runni ng and
mai nt enance
for such private
or personal use
are fully met by

the enpl oyee.

(e) However, wher e a second or additiona
cars are provided, such other cars shall be deened to
be for exclusively personal use and t he val ue of
perqui site shall be conputed accordingly.

(f) In a situation described in para(c)above,
if it is <clained that the expenses on running and



mai nt enance of the nmotor car for official purposes are
hi gher than the anmount nmentioned in Colum | of the Table
above, such higher anmount can be clained as a deduction
from the actual anmount of expenditure incurred by the
enpl oyer, subject to the fulfillment of the fol | ow ng
condi ti ons:

(i} the enployer has nmaintained conplete details of
journeys undertaken for official purpose whi ch may
include date of journey, destination, mleage and the
amount of expenditure incurred thereon; and

(ii) the enpl oyer gi ves a certificate t hat t he
expenditure was incurred wholly and exclusively for the
performance of his official duties.

11 Per sonal attendants etc.: The old rules provided
for wvaluation of perquisite of free services of a
sweeper, a gardener and a watchman at Rs. 120 per nonth.
Under the new rul es, the value of free service of all
personal attendants including a sweeper, gardener, and
a watchman is to be at actual cost to the enployer.
VWere the attendant is provided at the residence of
the enpl oyee, full cost will be taxed as perquisite in

t he hands of t he enpl oyee irrespective of the degree
of personal service rendered to him Any anount paid by
the enployee for such facilities or services shall be
reduced fromthe above anount.

IV Gas, electricity & water: For free supply of gas,
electricity and wat er for household consunption, the
rul es provide that the anount paid by the enpl oyer
to the agency supplying the amenity shall be the value of
perqui site. However, when the supply is nmade from
enpl oyer's own resources, under the old rules the val ue of
perquisite was taken as Nil. There was also a separate

provision in the old rules for valuation at 6.25% of
salary of the taxpayer for part official use. This has
been discontinued. Under the new rules even where the
supply is made from the enployer's own resources, the
manuf act uri ng cost per unit incurred by the enpl oyer
would be the value of perquisite. Any anount paid by the
enpl oyee for such facilities or services shall be reduced
fromthe above anount.

V Free or concessional education: The old rules already
provide that value of free education facility would be the
expenditure incurred by the enployer. Under the new rules
free or concessional education shall be valued in a manner
assum ng that such expenses are borne by the enpl oyee, and
woul d cover cases where an enpl oyer may be running,
mai nt ai ni ng or directly or indirectly financing t he




educational institution. Any amount paid by the enployee
for such facilities or services shall be reduced from the
above anount. However, where such educational institution
itself is maintained and owned by the enpl oyer or where such
free educational facilities are provided in any institution
by reason of his being in enploynment of that enployer, the
value of the perquisite to the enployee shall be detern ned
with reference to the cost of such education in a simlar
institution in or near the locality if the cost of such
education or such benefit per child exceeds Rs. 1000/ -
p. m

VI  Free or concessional journeys:

The Perquisite value of free or concessional journeys
provi ded by an enpl oyer engaged in carriage of passengers or
goods shall be taken as the value at whi ch such benefit

or anenity is offered by such undertaking to the public, as
reduced by any anount actually paid by the enpl oyee. The
conveyance may be owned, |eased or nmade available by any
ot her arrangenent by the enpl oyer. Ho wever, no perquisite
on account of free or concesional journeys arises in the
case of the enployees of the Railways. Journey tickets for
| eave travel, tours and transfers which are al r eady
exenpt under sections 10(5) and 10(14) would continue to
be exempt.

VIl Interest free or concessional loans - It is conmon
practice particularly in financial institutions to provide
interest free or concessional loans to enpl oyees. The val ue
of such perquisite would be the excess of interest payable
at prescribed interest rate over interest if any actually
paid by the enmployee. The prescribed interest rate would
now be 10%p.a. for loans for housing and conveyance and
13% p.a. for other loans. Perquisite value would be
calculated on the basis of the maxi mum outstanding nonthly
bal ance by t he simple interest method. For valuing

perqui sites under this rule, any ot her method  of
calculation and adjustment otherwi se adopted by the
enpl oyer shall not be relevant. The concessional rate of

i nterest of 10% is applicable only in respect of such
housing or conveyance |oans which have been used for
"acquiring capital asset s" i.e., house or conveyance
as the case may be, and not for repairs thereof. In case
of loans taken for repairs, renovations etc, the higher
interest rate of 13% would be applicable for calculation of
perqui site.

Small loans upto Rs. 20,000/ - in the aggregate are exenpt.
Loans for nedical treatment specified in Rule 3A are
al so exenpt, provided the anount of loan for nedical
rei mbursement is not reinbursed under any nedi cal
i nsurance schene. Wher e any nedical i nsurance
rei mbursenent is received, the perquisite value at the
rate of 13% shall be <charged from the dat e of
rei mbursenment on the anount reinbursed, but not repaid

against the outstanding |oan taken specifically for this



pur pose.

VI Travel | i ng, touring, accommodation and ot her
hol i day expenses - It is increasingly comon for enployees
to be provided w th vacation and holiday facilities. The
val ue of such perquisite shall be the expenditure incurred
by the enpl oyer. This woul d al so apply to official tours
extended as a vacation and famly nenbers acconpanying
t axpayers on official tours. However, |eave travel as
per section 10(5) and enj oynent of holi day hone
facilities avail abl e uniformy to all classes of
enpl oyees would remai n exenpt.

I X Free neal s - The provision of free meal s
varies widely from wuniform canteen food, coupons etc.
to lavish hotel neals. The schene of free neals as a
staff wel fare nmeasure had been recognized and was
adm ssible upto Rs.35 for each neal. The new rul e does
not treat as perquisite free neals if the cost per nea
does not exceed Rs.50/-. VWhere any amount is recovered
from the enployee, such anount shall be reduced from the
value of perquisite. Such free or subsi di zed meal
should however be provided at of fice prem ses or
t hr ough non-transferabl e vouchers meant for only
meal s during working hours. These  vouchers should be
provided by enployers encashable only at an eatery, a
restaur ant or a cafe. Tea or simlar non-alcoholic
beverages and snacks - in the formof [light refreshments
during working hours are not charged as perquisite. Al so,
arrangenents for neals in 'renote areas' as prescribed in
para 5.1(1)and simlar off -shore sites as specified, shal
be
exenpt . However, expenditure on provision of free neals by
the enployer in excess of Rs.50/ - should be treated as
perqui site, as reduced by recoveries made fromthe enpl oyee.

X Gft, voucher or token in lieu of gift - The
value of any gift, or voucher, or token in lieu of which
such gift may be received by the enployee or by nenber of

hi s household on cerenonial occasions or otherw se shall be
determned as the sum equal to the anount of such gift.

However, where the value of such gift, voucher or token, as
the case may be, is below Rs.5,000/ - in the aggregate during
the previous year, the value of perquisite shall be taken as
nil.

Xl Credit card & Cub expenses - Credit card expenses
of enpl oyees both business and personal, are often
borne by enpl oyers. Such credit card paynments woul d
ordinarily be chargeable to tax as a perquisite.
However, these expenses are often i ncurred to
entertain custoners and clients for t he purposes of
busi ness. Therefore where such expenses on ent ert ai nment

including neals are for purposes of busi ness and proper
records for the sane are maintained no perquisite



woul d ari se.

d ub expenses of enpl oyees borne by enpl oyers
are charged as perquisite in termns of section
17(2)(iv). It has been specifically provided in the rules
that annual and periodical club fees paid by the enployer

will be chargeable as perqui si te. However, to ensure
that Dbasic facilities for the health and recreation
of enpl oyees are not hit, heal th cl ubs, sports
facilities etc provided uniformy to all classes of
enpl oyees by the enployer at the enpl oyer's premn ses
are exenpt. The initial one tine deposit or fees

for corporate or institutional menbership, where the benefit
does not remain with a the enployee after cessation of

enpl oynent , are exenpt . Wher e such expenses on
entertai nment including neals are for purposes of business
and proper records for the sanme are mai nt ai ned no

perquisite would arise.

For credit card and club expenses to be exenpt
for busi ness purposes, the follow ng docunentation needs
to be mai nt ai ned by the enpl oyer:

(a) complete details in respect of such expenditure

including the date of expenditure and the
nature of expenditure;

(b)a certificate by enployer to the enployee to

the effect that the sane was incurred wholly

and exclusively for the performance of official

duti es.
X1 Use of assets: It is common practice for an
asset owned by t he enpl oyer to be used by the
enpl oyee. Thi s perquisite is to be charged at the
rate of 10% of t he ori gi nal cost of the asset as
reduced by any charges recovered from the enployee for
such use. However, the user of Conputers and Laptops

woul d not give rise to any perquisite.

X1 Tr ansf er of assets: O'ten an enpl oyee or nenber
of his household benefits from the transfer of novable
asset (not being shares or securities) at no cost or at a

cost less than its market value from the enpl oyer.
The difference between the original cost of the
novabl e asset (not being shares or securities) and the
sum if any, paid by the enployee, shall be taken as
the value of perqui site. In case of a movable asset,

whi ch has already been put to use, the original cost shall
be reduced by a sum of 10% of such original cost for every

conpleted year of use of the asset. Oning to a higher
degree of obsol escence, in case of conmputers and el ectronic
gadgets, however, the value of perquisite shal | be

wor ked out by reducing 50% of the actual cost by the



reduci ng bal ance method for each conpleted year of
use. Electronic gadgets in this case nmeans data storage

and handling devices |like conputer, digital diaries and
printers. They do not include household appliance (i.e.
white goods) i ke washing machi nes, m crowave ovens,

m xers, hot plates, ovens etc. Simlarly, in case of cars,

the value of perquisite shall be worked out by reducing 20%
of its actual cost by the reducing balance nethod for each
conpl eted year of use

X'V Enpl oyee Stock Option Plan: Prior to Finance Act

2000, stock options were taxed at two stages i.e., as
perquisite (on t he anount representing t he
di fference between the exercise price and the fair
mar ket val ue on the date of exer ci se), and as
capital gains at the time of transfer of the sane. Wth

effect from 1.4.2001 (relevant to assessnment year 2001 -
2002) onward, stock options issued as per guidelines of
the Central CGovernment are to be taxed only once, at the
time of sale, as capital gains. In cases, where perquisite
has been assessed with reference to exercise of the
option by the enployee under Section 17(2), t he fair
market value at the tine of exercise of the option
shall be the cost of acquisition of share for working out
the capital gains. The relevant guidelines of the Central
Covernment have been issued vide Notification No.1021(E)
dt.11.10. 2001. Stock options not in conformty wth the

above gui del i nes (non-qualified st ock opti ons)
shall continue to be taxed at both the stages.
XV Resi dual d ause: A benefit or anenity not included

in the rules shall be valued at the cost under an arms-
length transaction to the enployer where the enployer pays
for the benefit or amenity. However, the benefit of

conveyance to and from residence to place of wor Kk,
periodicals and journals required for discharge of work
and expenses on telephones including a nmobile phone
shal | not be included in calculating perquisite val ue

It is pertinent to mention that benefits specifically

exenpt u/'s 10(13A), 10(5), 10(14), 17 etc. woul d
continue to be exenpt. These include benefits like
travel on tour and transfer, | eave travel, daily

allowance to neet tour expenses as prescribed, nedica
facilities subject to conditions.

5.2 Incones not included in the Head "Sal ari es"( Exenpti ons)

Any income falling within any of the follow ng cl auses
shall not be included in computing the inconme from sal aries
for the purpose of Section 192 of the Act : -

(1) The value of any travel concession or
assistance received by or due to an enployee from his
enpl oyer or former enployer for hinself and his famly, in



connection with his proceeding (a) on | eave to any place in
I ndia or (b) on retirenment from service, or, after
termnation of service to any place in India is exenpt
under clause (5) of Section 10 subject, however, to the
conditions prescribed in rule 2B of the Income-tax Rules,
1962.

For the purpose of this clause, "famly" in relation to
an individual nmeans

(i) The spouse and children of the individual; and

(ii) the parents, brothers and sisters of t he
individual or any of them wholly or nmainly
dependent on the individual

It may al so be noted that the amount exenpt under this
clause shall in no case exceed the amount of expenses
actually incurred for the purpose of such travel

(2) Deat h-cumretirenent gratuity or any ot her
gratuity which is exenpt to the extent specified from
inclusion in conputing the total income under clause (10)
of Section 10.

(3) Any paynent in commutation of pension received
under the Gvil Pension(Comrutation) Rules of the Centra
CGovernment or under any sinmilar scheme applicable to the
menbers of the civil services of the Union, or holders of
civil posts/posts connected with defence, under the Union
or civil posts under a State, or to the nenbers of the al
India services/Defence Services, or, to the enpl oyees of a
Il ocal authority or a corporation established by a Cent ral
State or Provincial Act, is exenpt under sub-clause (i) of
clause (10A) of Section 10. As regards paynents in
commut ati on of pension received under any scheme of any
ot her enpl oyer, exenpti on wll be governed by the
provi sions of sub-clause (ii) of clause (10A) of section

10.

(4) Any paynent received by an enpl oyee of the Centra
CGovernment or a State Governnent, as cash-equival ent of the
| eave salary in respect of the period of earned | eave at
his credit at the time of his retirement on superannuation
or otherwise, is exenpt under sub-clause(i) of clause
(10AA) of Section 10. In the case of other enployees, this
exenption will be determined with reference to the |eave to
their credit at the time of retirement on superannuation
or otherwise, subject to a maximumof ten nonths' | eave.
This exenption wll be further limted to the rmaxinum
anount specified by the Governnent of India Notification
No.S. O 1015(E) dated 27.11.1997 at Rs. 2,40, 000/ -.

(5) Under Section 10(108B), t he ret renchnent
conpensation received by a workman is exenpt fromincone-tax
subj ect to certain limts. The maxi mum anount of

retrenchnent conpensation exenpt is the sum cal cul ated on the



basis provided in section 25F(b) of the Industrial D sputes
Act, 1947 or any anount not |less than Rs.50,000/ - as the
Central Covernment may by notification specify in the
official gazette, whichever is less. These limts shall not
apply in the case where the conpensation is paid under any
schene which is approved in this behalf by the Centra
Covernment, having regard to the need for extending specia
protection to the worknen in the undertaking to which the
schene applies and other rel evant circunstances. The nmaxi mum
[imt of such paynent is Rs. 5,00,000 where retrenchment is
on or after 1.1.1977.

(6) Under Section 10(10C), any paynment received by an
enpl oyee of the following bodies at the time of his

voluntary retirement or termination of his service, in
accordance wth any scheme or schenes of vol unt ary
retirement or in the case of public sector company , a

schene of voluntary separation, is exenpted fromincone -tax
to the extent that such anmobunt does not exceed five |[|akh
rupees:

a) A public sector conpany;

b) Any ot her company;

c) An Authority established under a Central
State or Provincial Act;

d) A Local Authority;

e) A Cooperative Society;

f) A university established or incorporated or
under a Central, State or Provincial Act,
or, an Institution declared to be a

Uni versity under section 3 of the University
G ants Conmi ssion Act, 1956;

g) Any Indian Institute of Technol ogy within
the nmeaning of O ause (g) of Section 3 of
the Institute of Technol ogy Act, 1961

h) Such Institute of Managenent as the
Central CGovernment may by notification in
the Oficial Gazette, specify in this
behal f.

It may al so be noted that where this exenption has been
all owed to any enpl oyee for any assessnent year, it shall not
be allowed to him for any other assessnment vyear. The
exenption of amount received under VRS is extended to
enpl oyees of the Central CGovernment and State Governnent
enpl oyees.

(7) Any sumreceived under a Life Insurance Policy,
including the sumallotted by way of bonus on such policy
other than any sum received under sub-section (3) of
secti on 80DDA.

(8) any paynent froma Provident Fund to which the
Provi dent Funds Act, 1925 ( 19 of 1925), applies ( or from
any other provident fund set up by the Central CGovernnent
and notified by it in this behalf in the Oficial Gazette).



(9) Under Section 10(13A) of the Inconme-tax Act, 1961
any special allowance specifically granted to an assessee
by his enployer to neet expenditure incurred on paynent of
rent (by whatever nane called) in respect of residential
accommodation occupied by the assessee is exenpt from
Income-tax to the extent as may be prescribed, having
regard to the area or place in which such accommobdation is
situated and other relevant considerations. According to
rule 2A of the Inconme-tax Rules, 1962, the quantum of
exenption allowable on account of grant of speci a
al  owance to neet expenditure on paynment of rent shall be:

(a) The actual anount of such all owance received by an
enpl oyer in respect of the relevant period; or

(b) The actual expenditure incurred in paynment of rent
in excess of 1/10 of the salary due for the
rel evant period; or

(c) Were such accomodation is situated in Bonbay,
Calcutta, Delhi or Mdras, 50% of the salary due
to the enployee for the rel evant period; or

(d) Were such accommodation is situated in any other
pl ace, 40%of the salary due to the enployee for
the rel evant period, whichever is the |east.

For this purpose, "Salary" includes dearness all owance,
if the ternms of enploynent so provide, but excludes all other
al | owances and perquisites.

It has to be noted that only the expenditure actually
incurred on paynent of rent in respect of residentia
acconmodati on occupied by the assessee subject to the
limts laid dowmn in Rule 2A, qualifies for exenption from
i ncome-t ax. Thus, house rent allowance granted to an
enpl oyee who is residing in a house/flat owned by him is
not exenpt from inconme-tax. The disbursing authorities
should satisfy thenselves in this regard by insisting on
production of evidence of actual paynent of rent before
excluding the House Rent Allowance or any portion thereof
fromthe total income of the enpl oyee

Though incurring actual expenditure on paynment of rent
is a pre-requisite for claimng deduction under section
10(13A), it has been decided as an adm nistrative neasure
that salaried enpl oyees drawi ng house rent allowance upto
Rs. 3000/ - per nonth will be exenpted from production of
rent receipt. It may, however, be noted that this
concession is only for the purpose of tax-deduction at
source, and, in the regular assessnent of the enpl oyee, the
Assessing Oficer will be free to make such enquiry as he
deens fit for the purpose of satisfying hinself that the
enpl oyee has incurred actual expenditure on paynent of
rent.

(10) dause (14) of section 10 provides for exenption



of the follow ng all owances : -

(i) Any special allowance or benefit granted to an
enpl oyee to neet the expenses incurred in the
performance of his duties as prescribed under Rule
2BB subject to the extent to which such expenses
are actually incurred for that purpose

(ii) Any allowance granted to an enployee either to
meet his personal expenses at the place of his
posti ng or at the place he ordinarily resides or
to conpensate him for the increased cost of
living, which may be prescribed and to the extent
as may be prescribed.

However, the allowance referred to in (ii) above should
not be in the nature of a personal allowance granted to the
assessee to renunerate or conpensate him for perf ormng
duties of a special nature relating to his office or
enpl oynent unl ess such allowance is related to his place of
posting or residence.

The CBDT has prescribed guidelines for the purpose of
clauses (i) and (ii) of Section 10(14) vide notification
No. SC617(E) dated 7th July, 1995 (F. No.142/9/95 -TPL)which
has been anended vide notification SO No. 403(E) dt
24.4.2000 (F.No.142/34/99-TPL). The transport all owance
granted to an enployee to neet his expenditure for the
pur pose of commuting between the place of his residence and
the place of duty is exenpt to the extent of Rs.800 per
month vide notification S O No. 395(E) dated 13.5.98

(11) Under Section 10(15)(iv)(i) of the Incone-tax Act,
interest payable by the Government on deposits nade by an
enpl oyee of the Central CGovernment or a State Governnent or
a public sector conpany from out of his retirenent

benefits, in accordance with such schene framed in this
behalf by the Central Governnent and notified in the
O ficial Gazette is exenpt from income -tax. By

notification No.F.2/14/89-NS-11 dated 7.6.89, as anended by
notification No.F.2/14/89-NS-11 dated 12.10.89, the Centra
CGovernment has notified a schene called Deposit Schene for
Retiring GCovernment Enpl oyees, 1989 for the purpose of the
sai d cl ause.

(12)d ause (18) of Section 10 provides for exenption of
any inconme by way of pension received by an individual or
famly pension received by any nenber of the famly of an
i ndi vidual who has been in the service of the Centra
Covernment or State Governnent and has been awarded "Param
Vir Chakra" or "Mha Vir Chakra” or "Vir Chakra" or such
other gallantry award as may be specifically notified by
the Central Governnent. Such notification has been made
vide Notifications No.S O 1948(E) dated 24.11.2000 and

81(E) dated 29.1.2001 which are encl osed as per Annexure
| VA&I VB



(13) Under Section 17 of the Act, exenption from tax
will also be available in respect of: -

(a) the value of any nedical treatnent provided to an
enpl oyee or any nenber of his famly, in any hospita
mai nt ai ned by the enpl oyer;

(b) any sum paid by the enployer in respect of any
expenditure actually incurred by the enployee on his
medi cal treatnment or of any menber of his famly

(i) in any hospital naintained by the Governnent or any
| ocal authority or any other hospital approved by
t he CGovernment for the pur poses of medi ca
treatnment of its enpl oyees;

(ii)in respect of the prescribed diseases or ailnents as
provided in Rule 3A(2) of I.T. Rules 1962 , in any
hospi t al appr oved by t he Chi ef Comm ssi oner
having regard to the prescribed guidelines as
provided in Rule 3(A)(1)of I.T. Rule, 1962

In a case falling in sub-clause (ii)above, the enpl oyee
shall attach with his return of incone a certificate
from the hospital specifying the disease or ailment for
which nedical treatnment was required and the receipt for
t he amount paid to the hospital

(c) premum paid by the enployer in respect of nedica
i nsurance taken for his enployees (under any schemne
approved by the Central CGovernnent) or reinbursenent
of insurance premiumto the enpl oyees who take nedica
insurance for thenselves or for their famly nenbers
(under any scheme approved by the Central Governnent);

(d) reinbursenent, by the enployer, of the anobunt spent by
an enpl oyee in obtaining nmedical treatnent for hinself
or any nmenber of his famly from any doctor, not
exceeding in the aggregate Rs. 15,000/ - in an year

(e) As regards nedical treatnent abroad, the actua
expenditure on stay and treatnment abroad of the
enpl oyee or any nenber of his famly, or, on stay
abroad of one attendant who accomnpanies the patient,
in connection wth such treatnment, will be excluded
from perquisites to the extent permtted by the

Reserve Bank of India. It may be noted that t he
expendi ture incurred on travel abroad by the
patient/attendant, it shal | be excl uded from

perquisites only if the enployee's gross total
i ncone, as conmput ed bef ore incl uding the said
expendi ture, does not exceed Rs.2 |akhs.

For t he pur pose of avai l i ng exenption on
expendi ture incurred on medical treatnment "hospital™ includes
a dispensary or clinic or nursing honme. "Family" in relation



to an individual neans the spouse and children of the
i ndi vi dual . Famly also includes parents, brothers and
sisters of the individual if they are wholly or mainly
dependant on the individual

5.3 Deductions u/s 16 of the Act ( Standard Deducti on)

Under Section 16 of the Incone Tax Act, the standard
deduction avail able is as under:

"In the case of an assessee whose income from salary,
before all owi ng a deduction under this clause:

(a) does not exceed one lakh fifty thousand rupees, a
deduction of a sumequal to thirty-three and one-third per
cent of the salary or thirty thousand rupees, whichever is
| ess;

(b) exceeds one lakh fifty thousand rupees but does not
exceed three |lakh rupees, a deduction of a sumof twenty
five thousand rupees.

(c) exceeds three | akh rupees but does not exceed five |akh
rupees, a deduction of a sum of twenty thousand rupees;

No standard deduction is available to an assessee whose
i ncome from sal ary exceeds 5 | akh rupees.

Expl anation: - For the purposes of this clause, where
salary is due from or paid or allowed by, nore than one
enpl oyer, the deduction under this clause shall be conputed
with reference to the aggregate salary due, paid or allowed
to the assessee and shall in no case exceed the anount
speci fied under this clause,".

Ent ert ai nment Al | owance:

A deduction is also allowed under clause (ii) of
section 16 in respect of any allowance in the nature of an
ent ert ai nment al  onance specifically granted to the
assessee by an enployer, who is in receipt of a salary from
t he Governnent, a sum equal to one-fifth of hi s
sal ary(exclusive of any allowance, benefit or ot her
perqui site) or five thousand rupees whi chever is |ess. The
deduction hitherto available to non-government enployees
has been wi t hdrawn.

Tax On Enpl oynent :

The tax on enploynent within the neaning of clause (2)
of Article 276 of the Constitution of India, |eviable by or
under any law, shall also be allowed as a deduction in
conputing the income under the head "Sal ari es”



5.4 Deductions under chapter VI -A of the Act

The follow ng deductions under Chapter VI -A of the Act
are avail abl e:

(1) As per section 80CCC, where an assessee being an
i ndividual has in the previous year paid or deposited any
anount out of his income chargeable to tax to effect or
keep in force a contract for any annuity plan of Life
Insurance Corporation of India or any other insurer for
receiving pension from the Fund referred to in clause
(23AAB) of section 10, he shall, in accordance with, and
subject to the provisions of this section, be allowed a
deduction in the conputation of his total income, of the
whol e of the anmount paid or deposited (excluding interest
or bonus accrued or credited to the assessee's account, if
any) as does not exceed the amount of ten thousand rupees
in the previous year

Where any anount paid or deposited by the assessee has
been taken into account for the purposes of this section, a
rebate with reference to such anount shall not be allowed
under section 88.

(2) Under Section 80D, in the case of the followng
categories of persons, a deduction can be allowed for a
sum not exceeding Rs.10,000/ - per annum to the extent
paynment is nade by cheque out of their income chargeable to
tax to keep in force an insurance on the health of the
categories of persons nmentioned bel ow provided that such
i nsurance shall be in accordance with a schenme framed in
this behal f by -

(a) the General I|nsurance Corporation of India forned under
Section 9 of the Cener al I nsur ance Busi ness
(Nationalization) Act, 1972 and approved by the Centra
Covernment in this behalf; or

(b) any other insurer and approved by the Insurance
Regul atory and Devel oprment Authority established under
sub-section (1) of Section 3 of t he I nsur ance
Regul atory and Devel opnent Authority Act, 1999

The categories of persons are :

(a) where the assessee is an individual, any sumpaid to
effect or to keep in force an insurance on the health
of the assessee or on the health of the wfe or
husband, dependent parents or dependent children of the
assessee.

(b) where the assessee is a Hi ndu Undivided Fam |y, any sum



paid to effect or to keep in force an insurance on the
health of any nmenber of the famly.

However, the deduction can be allowed for a sum not
exceeding Rs. 15,000/- per annum where the assessee or his
wi fe or husband, or dependent parents or any menber of the
famly (in case the assessee is a H ndu Undivided Famly) is
a senior citizen which neans an individual resident in India
who is of the age of sixty-five years or nore at any time
during the rel evant previous year

(3) Under Section 80DD an assessee, who is a resident
inlIndia being an individual or a H ndu Undivided Famly
has during the previous year -

(a) incurred any expenditure for the nedical treatnent
(I'ncluding MNursing), training and rehabilitation of a
handi capped dependant, or

(b) paid or deposited any anmount under a Scheme framed in
this behalf by the Life Insurance Corporation or any
other insurer or Unit Trust of India subject to the
conditions specifi ed in sub-section (2) and approved
by the Board in this behalf for the maintenance of
handi capped dependent - -

shall in accordance with and subject to the provisions
of this section be allowed a deduction of a sumof forty
t housand rupees in the previous year

The handi capped dependent mneans a person who is a
Rel ative (as defined in Section 2(41) of the I.T.Act, 1961)
of the individual or a menber of HUF and is not
dependent on any person other than such individual or HUF

for his support and maintenance and is suffering from
per manent physi cal disability (i ncluding bl i ndness
or nment al retardation, specified in rule 11A of the
| ncone Tax Rul es 1962) . The  deduction wll be
available to individuals wi t hout any restriction
with regard to their total incone. The permanent physica

disability or nmental retardation of the dependent
relative has to be certified by a physi ci an

sur geon, ocul i st or a psychiatrist as the case my
be, working in a CGovernment hospital, including a

Departnental dispensary or a hospital maintained by a
| ocal authority as per Explanation given below section
80DD. It woul d be suf ficient i f the enpl oyee
furnishes a nedical certificate from a Gover nent
Hospital and a declaration in witing duly signed by the
cl ai mant certifying the act ual anount of
expendi ture on account of medi cal t r eat ment
(including nursing) training and rehabilitation of the
handi capped dependent and receipt/acknow edgenment for the
anmount paid or deposited in the specified schenes of LIC or
UTlI . Therefore, DDGCs nay not insist on production of
vouchers/bills by the enployees for having incurred
expenditure on medi cal treatnment of their handi capped



dependents for allowng the deduction wu/s 80DD for the

pur pose of conputing tax deductible at source.(Ref.CBDT
Circular No.775 dated 26. 3.99)

(4) Under Section 80DDB, where an assessee who is
resident in India has, during the previous vyear, actually
incurred any expenditure on the nedical treatnment of such
di sease or ailment as may be specified in rule 11DD made in
this behalf by the Board --

(a) for hinself or a dependent relative, in case the
assessee i s an individual,

(b) for any nmenber of a H ndu Undivided Family in case the
assessee is a H ndu Undivided Famly -

The assessee shall be allowed a deduction of a sum of
forty thousand rupees in respect of that previous year in
whi ch such expenditure was actually incurred. However, if
the assessee or his dependent relative,or any menber of the
H ndu Undivided Fam |y of the assessee, is a senior citizen,
a deduction of a sumof Rs. 60,000 shall be allowed in
respect of that previous year in which such expenditure was
actually incurred. Such deduction shall be reduced by the
anount received, if any, under an insurance from an insurer
on the medical treatment of the person referred to above
The listed di seases as per the relevant Rule 11DD are
specified neurol ogical di seases, and 40% and above
disability caused by cancer, full -blown AIDS, Chronic Rena
Failure, Henophilia and Thal assaeni a

Provi ded that no such deduction shall be allowed unless
the assessee furnishes a certificate in such formand from
such Authority as nmay be prescribed. The form is Form
10-1, and the Prescribed Authority is any doctor registered
with t he I ndi an Medi cal Associ ati on and hol di ng
Post - graduat e qualifications.

For the purposes of this section, "dependent"” neans a
person who is not dependent for his support or maintenance
on any person other than the assessee.

(5) Under Section 80E of the Act a deduction will be
allowed in respect of repaynent of |oan taken for higher
education, subject to the followi ng conditions:

(i)I'n conputing the total incone of an assessee, being an
i ndividual, there shall be deducted, in accordance
with and subject to the provisions of this section
any anount paid by himin the previous year, out of
his income chargeable to tax, by way of repayment of
| oan, taken by himfromany financial institution or
any approved charitable institution for the purpose of

pursuing his higher education, or interest on such
| oan.



not

Provi ded that the amount which may be so deducted shal
exceed forty thousand rupees.

(ii) The deduction specified above shall be allowed in

conputing the total income in respect of the initial

assessnent year and seven  assessnent years
i medi ately succeeding the initial assessnent year or
until the loan referred to above together wth

interest thereon is paid by the assessee in full,
whi chever is earlier.

For this purpose -

(a) "approved charitabl e institution” means an

institution established for charitable purposes and
notified by the Central CGovernnment under clause (20
of section 10, or, an institution referred to in
clause (a) of sub-section (2) of Section 80G

(b) "financial institution”™ neans a banking conpany to

whi ch the Banking Regul ation Act, 1949 (10 of 1949)
applies (including any bank or banking institution
referred to in section 51 of that Act); or any other
financial institution which the Central Governnent
may, by notification in the Oficial Gazette, specify
in this behal f;

(c) "higher education” neans full-time studies for any

graduate or post -graduate course in engineering
medi ci ne, managenent, or, for post -graduate course in
appl i ed sci ences or pure sciences, i ncl udi ng
mat hemati cs and statistics;

(d) "initial assessnent year" means the assessnent year

relevant to the previous year, in which the assessee
starts repaying the loan or interest ther eon.

(6) No deduction should be allowed by the D.D.O.  from

the salary income in respect of any donations nmade for
charitable purposes. The tax relief on such donations as
admi ssible under section 80G of the Act, will have to be
clainmed by the tax payer in the return of income. However,
D.D. O on due verification nmay allow donations to
foll owi ng bodies to the extent of 50% of the contribution

i) Jawaharlal Nehru Menorial Fund.
ii)The Prime Mnister's Drought Relief Fund
iii)The National Children's Fund,

Iv) The Indira Gandhi Menorial Trust,

v) The Rajiv Gandhi Foundati on.

and to the follow ng bodies to the extent of 100% of
the contribution

i. Nat i onal Defence Fund or The Prine Mnister's
Nati onal Relief Fund.



Xi .

Xii.

Xiii.

XV.

XVi .

XVii.

XViii.

(7

(a)

The Prime Mnister's Arnmenia Earthquake Relief
Fund.

The Africa (Public Contributions - India) Fund.
The National Foundation for Communal Harnony.

Chief Mnister's Earthquake Rel i ef Fund -
Mahar ashtr a.

Nat i onal Bl ood Transfusi on Council.
State Bl ood Transfusion Council.
Arnmy Central \Welfare Fund.

I ndi an Naval Benevol ent Fund.

Air Force Central Welfare Fund.

The Andhra Pradesh Chief Mnister's Cyclone
Rel i ef Fund - 1996.

The National |1l ness Assistance Fund.

The Chief Mnister's Relief Fund or Lieutenant
CGovernor's Relief Fund in respect of any State
or Union Territory as the case may be,

subject to certain conditions.

The Uni versity or Educational Institution of
nati onal em nence approved by the Prescri bed
Aut hority.

The National Sports Fund to be set up by Central
Gover nment .

The National Cultural Fund Set up by the Central
Gover nment .

The Fund for Technol ogy Devel opnent and
Application set by the Central Govt.

The National Trust for Welfare of persons
with Autism Cerebral Palsy, Ment al
Retardation and Miultiple disabilities.

Under Section 80GG of the Act an assessee is
entitled to a deduction in respect of house rent
paid by himfor his ow residence. Such
deduction is permissible subject to the foll ow ng
conditions : -

the assessee has not been in receipt of any House
Rent Al lowance specifically granted to him which
qualifies for exenption under section 10(13A) of



the Act;

(b) the assessee files the declaration in Form No.10
BA. (Annexure-V)

(c) He wll beentitled to a deduction in respect of
house rent paid by himin excess of 10 per cent of
his total income, subject to a ceiling of 25 per
cent thereof or Rs. 2,000/ - per nonth, whichever
is less. The total incone for working out these
percentages wll be computed before making any
deducti on under section 80GG

(d) The assessee does not own:

(i) any residential accomrodation himself or by his
spouse or mnor child or where such assessee is a
menber of a Hi ndu Undivided Fam |y, by such famly,
at the place where he ordinarily resides or
performs duties of his office or carries on his
busi ness or profession; or

(ii) at any ot her pl ace, any residentia

accomodat i on bei ng accomodati on in the occupation
of the assessee, the value of which is to be
determ ned under sub-clause (i) of clause (a), or
as the case may be, clause (b) of sub section (2)
of section 23:

The Drawing and Disbursing Authorities should satisfy

thenselves that all the conditions nentioned above are
satisfied before such deduction is allowed by themto the
assessee. They should also satisfy thenselves in this

regard by insisting on production of evidence of actua
paynment of rent.

(8) Section 80L of the Incone-tax Act allows deduction
of interest from certain specified investnents including
i nterest on bank deposits and certain securities. A nornmal
deduction of upto Rs. 12,000/ - may be allowed. An
addi ti onal deducti on of Rs.3000/- for interest on
Covernment Securities is separately avail able.

(9) Section 80U allows deduction of forty thousa nd
rupees in conputing the total income of a resident
individual, who at the end of the previous vyear, is
suffering froma permanent physical disability (including
blindness) or is subject to nental retardation, being a

per manent physical disability, or nental retardation
specified in rule 11D of the Incone-tax Rules, 1962, which
is certified by a physician, sur geon, ocul i st or

psychiatrist as the case may be, working in a Covernmnent
hospital and which has the effect of reduci ng considerably
such individual's capacity for normal work or engaging in a
gai nf ul enpl oynent or occupati on. The expressi on
* Gover nent hospital"’ will i ncl ude a departnental
di spensary or a hospital maintained by a Local Authority as



specified Section in 80DD(4).

6. TAX REBATE

An assessee, being an individual, will be entitled to
tax rebates under Chapter VIII1 of the Act as given bel ow

(1) Paynent of insurance premiumto effect or to keep
in force an insurance on the life of the individual, the
wi fe or husband or any child of the individual

(2) Any paynment nmade to effect or to keep in force a
contract for a deferred annuity, not being an annuity plan
as is referred toinitem(8) herein belowon the life of
the individual, the wfe or husband or any child of the
i ndi vidual, provided that such contract does not contain a
provision for the exercise by the insured of an option to
receive a cash paynent in lieu of the payment of the
annuity;

(3) Any sum deducted fromthe sal ary payable by, or, on
behalf of the Governnment to any individual, being a sum
deducted in accordance with the conditions of his service
for the purpose of securing to hima deferred annuity or
maki ng provision for his wife or children, in so far as the
sum deduct ed does not exceed 1/5th of the salary;

(4) Any contribution nmade

(a) by an individual to any Provident Fund to which the
Provi dent Fund Act, 1925 appli es;

(b) to any provident fund set up by the Centra
Covernment, and notified by it in this behalf in
the Oficial Gazette, where such contribution is to
an account standing in the name of an individual
or a mnor, or of whomhe is a guardian;

(c) by an enployee to a Recogni zed Provi dent Fund;
(d) by an enpl oyee to an approved superannuation fund;

It may be noted that "contribution" to any Fund shal
not include any sunms in repaynent of |oan;

(5) Any deposit in a ten year account or a fifteen

year account under the Post O fice Savings Bank

(Cumul ative Tine Deposit) FRules, 1959, as amended
fromtine to time, where such suns are deposited in
an account standing in the name of an individual, or a
m nor, or of whom he is the guardian

(6) Any subscription : -

(a) to any such security of the Central CGovernnment or



any such deposit scheme as the Central Covernnent
may, by notification in the Oficial CGazette,
specify in this behalf;

(b) to any such saving certificates as defined under
section 2(c) of the Government Saving Certificate
Act, 1959 as the CGovernment may, by notification in
the Oficial Gazette, specify in this behalf.
Interest on NSC(VI Issue) and NSC(VIII | ssue) which
is deened investnment also qualifies for the rebate.

(7) Any sum paid as contribution in the case of an
i ndi vidual, for hinself, spouse or any child,

(a) for participation in the Unit Linked
| nsurance Plan, 1971 of the Unit Trust of
I ndi a;

(b) for participation in any unit-linked
i nsurance plan of the LIC Mitual Fund
notified by the Central Governnent under
cl ause (23D) of section 10.

(8) Any subscription made to effect or keep in force a
contract for such annuity plan of the Life
I nsurance Corporation as the Central Governnent may
by notification in the Oficial Gazette, specify;

(9) Any subscription not exceeding rupees ten thousand,
made to any units of any Mitual Fund, notified under clause
(23D) of section 10, by the Unit Trust of India established
under the Unit Trust of India Act, 1963, under any plan
formulated in accordance with any schene as the Centra
Covernment, rmay, by notification in the Oficial Gazette
specify in this behalf;

(10). Any contribution nmade by an individual to any
pension fund set up by any Miutual Fund notified under
cl ause (23D) of section 10, or, by the Unit Trust of India
established under the Unit Trust of India Act, 1963, as the
Central Gover nnent may, by notification in t he
Oficial Gazette, specify in this behalf;

(11) Any subscription nade to any such deposit schene
of, or, any contribution nade to any such pension fund set
up by, the National Housing Bank, as the Central Governmnent
may, by notification in the Oficial Gazette, specify in
this behal f;

(12) Any subscription nade to any such deposit schene
(not being a schenme the interest on deposits whereunder
qualifies for deduction under section 80L), as the Central
Covernment nmay, by notification in the Oficial GCazette,
specify for the purpose of being floated by (a) public
sector conpanies engaged in providing long-term finance for
construction or purchase of houses in India for residentia



purposes, or, (b) any authority constitut ed in India by,
or, under any law, enacted either for the purpose of
deal i ng with and satisfying the need for housi ng
accomodation or for the purpose of planning, devel opnent
or inprovenent of cities, towns and villages, or for both.

(13) Any suns paid by an assessee for the purpose of
purchase or construction of a residential house property,
the income fromwhich is chargeable to tax under the head
"Income from house property" (or which would, if it has not
been used for assessee's own residence, have been
chargeable to tax under that head) where such paynents are
made towards or by way of any instal nent or part payment of
the anmount due under any self -financing or other schene of
any Devel opnent Aut hority, Housi ng Board etc. The
deduction wll also be allowable in respect of re -paynent
of loans borrowed by an assessee fromthe Governnment, or
any bank or Life Insurance Corporation, or National Housing
Bank, or certain other categories of institutions engaged
in the busi ness of providing long term finance for
construction or purchase of houses in India. Any repayment
of loan borrowed fromthe enployer will also be covered, if
the enpl oyer happens to be a public conpany, public sector
conmpany or a university established by law or a college
affiliated to such university, or a local authority or a
cooperative society. The stanp duty, registration fee and
other expenses incurred for the purpose of transfer shal
al so be covered. Paynent towards the cost of house
property, however, will not include, adm ssion fee or cost
of share or initial deposit or the cost of any addition or
alteration to, or, renovation or repair of the house
property which is carried out after the issue of the
conpletion certificate by conpetent authority, or after the
occupation of the house by the assessee or after it has
been let out. Paynents towards any expenditure in respect
of which the deduction is allowabl e under the provisions of
section 24 of the Incone-tax Act will also not be included
in paynments towards the cost of purchase or construction of
a house property. Were the house property in respect of
whi ch deduction has been all owed under these provisions is
transferred by the tax-payer at any tinme before the expiry
of five years from the end of the financial year in which
possession of such property is obtained by him or he
receives back, by way of refund or otherwi se, any sum
specified in section 88(2)(xv), no deduction under these
provi sions shall be allowed in respect of such sunms paid in
such previous year in which the transfer is made and the
aggregate anount of deduction of incone tax so allowed in
the earlier years shall be added to the tax on the total
i ncomre of the assessee with which he is chargeable for such
assessnent year. It may be noted that the anount which
will qualify for tax rebate in respect of this item wll
not exceed Rs.20,000/-.

(14) subscription to equity shares or debentures
formng part of any eligible issue of capital approved by
the Board on an application made by a publi ¢ conpany or as



subscription to any eligible issue of capital by any public
finance institution in the prescribed form

Provided that where a deduction is clainmed and al |l owed
under this clause with ref erence to the cost of any equity
shares or debentures, the cost of such shares or debentures
shall not be taken into account for the purposes of
sections 54EA and 54EB

Expl anation: For the purposes of this clause -

(i) "eligible issue of capital" means an issue made by
a public conmpany formed and registered in India or

a public financial institution and the entire
pr oceeds of t he pur poses of devel opi ng,
mai nt ai ni ng and operating an infrastructure
facility or for generating, or for generating and
di stributing, power or for provi di ng
t el econmuni cati on services whether basi c or
cel |

(ii) "infrastructure facility" shall have the meaning
assigned to it in the Explanation to sub-section
(4) of Section 80 1A

(iii)"Public Conpany" shall have the neaning assigned
to it in section 3 of the Conpanies Act, 1956 (1
of 1956);

(iv) "Public Financial Institution®™ shall have the
meaning assigned to it in Section 4A of the
Conpani es Act, 1956.

(15) Subscription to any units of any nmutual fund
referred to in clause (23D) of Section 10 and approved by
the Board on an application made by such mutual fund in the
prescribed form

Provided that where a deduction is clainmed and al |l owed
under this clause with reference to the cost of units, the
cost of such units shall not be taken into account for the
pur poses of section 54EA and 54EB

Provided further that this clause shall apply if the
anount of subscription to such units is subscribed only in
the eligible issue of capital of any conpany.

Expl anat i on: For the purposes of this clause -
"eligible issue of capital” neans an issue referred to in
clause (i) of Explanation to clause (xvi) in sub-section
(2) of section 88.

Total Anpbunt Qualifying for Rebate Under Section 88:

(16) There is an overall Iimt of Rs. 1,00,000/ -
invested in various itens nentioned in sub- paras
(1) to (15) of para 6, which qualifies for rebate



under section 88. Qut of this, amounts invested
initems nentioned in sub-paras (1) to (13) can be
up to a maxinum of Rs. 70, 000/ -. Furt her,
installments paid towards purchase or construction
of a residential house, as discussed in sub-para
(13) would qualify for rebate only upto a maximum
of Rs. 20,000/ -

Investnents in various itens nentioned under para 6
can be made at any time during the vyear. The
rebate under section 88 would be allowed on such
aggregate anount, which does not exceed the total
i ncomre of the relevant financial year

Rat e of Rebate Under Section 88:

(17) A graded system of tax-rebate under section
88 has been introduced by the Finance Act, 2002.
The tax-rebate on the qualifying amount shall now
be conputed at the follow ng rates: -

Nature and | evel of Incone %ge of suns
invested to
be all owed as
rebate

1. VWere the gross total inconme does not 20%
exceed Rs. 1,50, 000/ -
2. VWere the gross total incone exceeds

RS. 1,50, 000/ - but does not exceed 15%

RS. 5, 00, 000/ -

3. VWere the gross total incone exceeds Ni |

Rs. 5, 00, 000/ -

4. In case of an individual , where the

i ncone under the head “sal ari es”

does not exceed RS. 1,00, 000/ - 30%

(before all owi ng standard deducti on)

and is at |least 90% of his gross

total incone.

The above rates shall be applicable to all individuals

i ncluding sportsnmen, artists, authors, playwights, etc.
H gher rebate earlier allowed to such special category
i ndi vi dual s has been w thdrawn by the Finance Act, 2002.

Rebate to Senior G tizens:

(18) Under Section 88B, an assessee, being an individua
resident in India, who is of the age of sixty five years
or nore at any time during the previous year shal
be entitled to a deduction fromthe anount of incone tax
(ascomput ed bef ore al | owi ng t he deduct i ons under
ChapterVill)on hi s total income, wth which he is
chargeable forany assessnment year, of an anount equal to
One hundred percent of such incone tax or an anount of
fifteen thousandrupees, whichever is |ess.



Rebate to Wman Resi dents:

(19) Under Section 88C, as inserted by Fi nance Act,
2000, an assessee, being a worman resident in India, and
below the age of sixty-five years, at any tinme during the
previous vyear , shall be entitled to a deduction from the
anmount of income-tax (as conputed before allowi ng the
deductions under Chapter VIII) on her total incone, wth
which she is chargeable for any assessnent year, of an
amount equal to hundred percent, of such inconme tax or an
amount of five thousand rupees, whichever is |ess.

DDOs to Satisfy Thensel ves of the genui neness of Claim

(20) The Drawi ng and Di sbursi ng Oficers should satisfy
thensel ves about the actual deposits/subscriptions /
paynments made by the enployees, by calling for such
particulars/information as they deem necessary Dbefore
allowing the aforesaid rebate. 1In case the DDO is not
satisfied about the genuineness of the enployee's claim
regarding any deposit/subscription/paynment nmade by the
enpl oyee, he should not allow the sane, and the enployee
would be free to claimthe rebate on such amount by filing
his return of income and furnishing the necessary proof
etc., therewith, to the satisfaction of the Assessing
Oficer.

CALCULATI ON CF | NCOVE- TAX TO BE DEDUCTED:

7.1 Salary inconme for the purpose of Section 192 shall
be estimated as foll ow -

(a) First conpute the gross salary as nentioned in
para 5.1 excluding all the incomes nmentioned in
para 5. 2;

(b) Alow deductions nentioned in para 5.3 from the
figure arrived at (a) above.

(c) Alow deductions nentioned in para 5.4 from the
figure arrived at (b) above ensuring t hat
aggregate of the deductions nmentioned in para 5.4
does not exceed the figure of (b) and if it
exceeds, it should be restricted to that anount.

This wll be the anobunt of income under the head
"Sal aries" on which incone tax would be required
to be deducted. This income should be rounded off
to the nearest nultiple of ten rupees.

7.2 Income-tax on the estimated incone fromsalary as
shown in para 7.1 shall be calculated at the rates given in
para 2.



7.3 The anount of tax rebates conputed under para 6
shall be deducted fromthe incone-tax cal cul ated according
to para 7.2. However, it is to be ensured that the tax
rebates given as per para 6 is limted to the incone-tax
calculated as per para 7.2. Further, tax payable so
arrived at shall be increased by surcharge at the rate of
five per cent to arrive at the total tax payable.

7.4 1t is also to be noted that deductions under
Chapter VIA of the Act as nentioned in para 5.4 and the tax
rebates as nentioned in para 6 are allowed only if the
investments or the paynents have been made out of the
i ncome chargeable to tax during the financial year
2002- 2003.

7.5 The amount of tax as arrived at para 7.3 should be
deducted every nmonth in equal installnents. The net anount
of tax deductible should be rounded off to the nearest
rupee.

8. M SCELLANEQUS:

8.1 These instructions are not exhaustive and are
issued only with a viewto helping the enployers to
understand the various provisions relating to deduction of
tax from salaries. \Werever there is any doubt, reference
may be nade to the provisions of the Income-tax Act, 1961,
the I ncome-tax Rules, 1962 and the Finance Act, 2002.

8.2 1In case any assistance is required, the Assessing
Oficer/the local Public Relation Oficer of the Incone -tax
Departnent may be cont act ed.

8.3 These instructions may please be brought to the
notice of all Disbursing Oficers and Under t aki ngs
including those wunder the control of the Central/State
Gover nment s.

8.4 Copies of this Grcular are available with the
Director of Income-tax(Research, Statistics & Publications
and Public Relations) 6th Floor, Mayur Bhavan, Indira
Chowk, New Del hi -110 001.

(K. Sasi kant han)
Under Secretary(lT-B)
Central Board of Direct Taxes
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ANNEXURE- |

Exanple 1
Assessnent Year 2003-2004

Cal cul ation of Incone tax in the case of an enpl oyee havi ng
gross salary incone

i) Upto Rs. 1, 00, 000/ -
i) More than Rs. 1, 00,000/ - but less than Rs.5, 00, 000/ -
and
iii) Exceedi ng Rs. 5, 00, 000
Particul ars (Rupees) (Rupees) (Rupees)
() (i) (i)
G oss Salary Incone 1, 00, 000 5, 00, 000 6, 00, 000
(I'ncl udi ng al | owances)
Contribution to GP.F. 10, 000 20, 000 30, 000

Conput ati on of Total Incone and tax payabl e thereon

G oss Salary 1, 00, 000 5, 00, 000 6, 00, 000
Less Standard
Deduction Us 16(i) 30, 000 20, 000 Ni |
Taxabe | ncone 70, 000 4,80, 000 6, 00, 000
Tax thereon 3, 000 1, 18, 000 1, 54, 000
Less tax rebate u/s 88 :

3,000 (30% 3,000 (15% Ni |
I ncome tax payabl e NI L 1,15,000 1, 54, 000
Add surcharge @5% 5, 750 7, 700

Total tax payable 1, 20, 750 1, 61, 700



Cal cul ati on of

Exanple 2

handi capped dependent .

Particul ars:

1.
2.

G oss Sal ary

Amount spent on treatenent
of dependent who is

handi capped

Amount paid to LIC with regard
to annuity for the maintenance

of handi capped dependent
GPF Contri bution
LIP Paid

Conput ati on of Tax

A. Y. 2003- 2004.

G oss Sal ary
Less Standard Deducti on

Less: Deduction U's 80DD(1)
(Restricted to Rs. 40,000/ -

onl y)
Taxabl e | ncone

I ncone Tax Ther eon
Rebate U's 88
GPF 25, 000/ -
LI P 10, 000/ -

Tot al 35, 000/ -
Rebate @ 15% on Rs. 35, 000/ -

Tax Payabl e
Add: Surcharge @ 5%

Total tax Payable

Income Tax in the case of assessee having

Rs. 3, 20, 000

Rs. 7,000

Rs. 40, 000
Rs. 25, 000
Rs. 10, 000

Rs. 3, 20, 000/ -
20, 000/ -

Rs. 3, 00, 000/ -

Rs. 40, 000/ -

Rs. 2, 60, 000/ -

Rs. 52, 000/

5, 250/

Rs.

Rs. 46, 750/
Rs. 2, 338/
Rs.

49, 088/
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Exanple 3

A. Y. 2003-2004.

Cal cul ation of Income Tax in the case of an enpl oyee where
Medi cal treatnment expenditure was borne by the enpl oyer.

Particul ars:

G oss Sal ary

Medi cal Rei nbursenent by enpl oyer on the
treatment of self and dependent famly
nmenber

Contribution of GPF

LIP

Repaynent of House Buil di ng Advance

I nvestnent infrastructure Bond U's 88(2)(xvi) Rs.20,000/

Conput ati on of Tax

G oss Sal ary

Add: Perquisite in respect of reinburse-
ment of Medical Expenses in excess

of Rs.15,000/- in view of Sec. 17(2)(v)

Less: Standard Deducti on

Taxabl e | ncone

Tax thereon
Rebate U's 88:

GPF 20, 000/ -
LIC 20, 000/ -
Repayment of

HBA( Maxi mum)

investnent in 20, 000/ -
infra-structural

Bonds U's

88(2) (xvi) 20, 000/ -
Tot al 80, 000/ -

Rebate @ 15% on Rs. 80, 000

Tax Payabl e
Add: Surcharge @ 5%

Total Tax Payabl e

Rs. 3, 00, 000/ -
Rs. 30, 000/ -
Rs. 20, 000/ -
Rs. 20, 000/ -
Rs. 25,000/ -

Rs. 3, 00, 000/ -
Rs. 15,000/ -
Rs. 3, 15, 000/ -

20, 000/ -
Rs. 2, 95, 000/ -
Rs. 62,500/ -
Rs. 12,000/ -
Rs. 50,500/ -
Rs. 2,525/ -
‘Rs. 53,025



Exanpl e 4

A. Y. 2003-2004.

Illustrating cal cul ati on of House Rent Allowance Us 10 (13A)

in respect of residential

©ONOOAWNE

PART| CULARS

Sal ary

Dear ness Al | owance
House Rent Al | owance
C.CA

House rent paid

CGeneral Provident Fund
Li fe I nsurance Prem um
Cunul ative Time Deposit

Subscription to I nfrastructure

Bonds

Conput ati on of total

Rs

FRERFFE

accomodation situated in Del hi

. 49, 500/ -
. 43, 680/ -
9, 600/ -
1, 200/ -
.18, 000/ -
. 24, 000/ -
2,500/ -
2,400/ -

.10, 000/ -

i nconre and tax payabl e thereon

Salary + DDA + CCA
House Rent Al | owance

Total Salary income

Less: House Rent all owance
exenpt U's 10(13A): Least of
a. Actual

amount of HRA recei ved=9600

b. Expenditure of rent in excess of 10%

of salary (including D. A as
presuned that D.A is taken for
retirement benefit)
(18000-9318=8682)

c.50% of Sal ary(+Basi c)

Rs. 46, 590

Less standard deduction U's
16 (i) @33.33%or 30, 000/ -
whi chever is | ess

Total Incone (rounded off)

Tax on total incone

Rebate U's 88
GPF 1 24, 000/ -
LIP : 2,500/ -
CTD 1 2,400/ -
Subscription to
Infr. Structure
88(2) (xvi) ~: 10, 000/ -

Tot al : 38, 900

Rebate @ 30% 11, 670/ -
Tax on total incone

Less:
to Rs. 2,060
Tax Payabl e

Tax Rebate restricted

Rs. 94, 380/ -
Rs. 9, 600/ -

Rs. 1, 03, 980/ -

Rs. 8,682/-

Rs. 95, 298/ -

Rs. 30, 000/ -

Rs. 65, 300/ -
Rs. 2,060/ -

Bonds U's

Rs. 2,060/ -

Rs. 2,060/ -
NI L



Exanple 5
A. Y. 2003- 2004.

Illustrating valuation of perquisite and calculation of tax in
the case of an enployee of a private conpany in Minbai who was
provided accommobdation in a flat at concessional rate for ten
months and in a hotel for two nonths. Enployee owns a car
(cubic capacity of engine exceeds 1.6l) wused partly for
personal and partly for official work and actual running and
mai nt enance charges including chauffer's salary are reinbursed
by enployer, but no docunments are maintai ned regarding details
of journeys -

1. Sal ary : Rs. 1, 08, 000/ -
2. Bonus : Rs. 12,000/ -
3 Free gas, electricity, water etc.

(Actual bills paid by conpany) : Rs. 6, 000/ -

4(a) Furnished flat provided to the
enpl oyee for which actual rent
pai d by the conpany per annum : Rs. 78, 000/ -

4(b) Hotel rent paid by enpl oyer

(for two nonths) Rs. 30, 000/ -
4(c) Rent recovered from enpl oyee Rs. 5, 000/ -
5. Car expenses rei mbursed Rs. 40, 200/ -
6. Furniture at cost Rs. 50, 000/ -
7. Subscription to infrastructure

bonds u/s 88(2)(xvi) Rs. 30,000/ -
8. Life Insurance Premnmi um Rs. 3, 000/ -
9. Subscription to NSC (M11) Issue Rs. 18, 000/ -
10. Contribution to recogni sed P.F. Rs. 24,000/ -

COVPUTATI ON OF TOTAL | NCOVE AND TAX PAI D THEREON

1. Sal ary : Rs. 1,08, 000/ -
2. Bonus : Rs. 12, 000/ -
Total Salary for Valuation of : Rs. 1, 20, 000/ -

Perquisite i e; Rs.10,000 per nonth

Val uati on of perquisites

(a) Perq. for flat:

Lower of (10% of salary for ten

nont hs=Rs. 10, 000/ - actual rent

pai d=65000) :  Rs. 10, 000/ -
(b) Perqg. for hote

Less of (24% of salary of

2 nmt hs=4800, actua

paynent =30, 000) : Rs. 4,800/ -

(c) Perq for furniture @10% : Rs. 5000/ -
Rs. 19, 800




Less: rent recovered from enpl oyee:

(d) Add perq. for free gas, elec.

wat er

(e) Add perq. for car expense
rei mbur senent
(40, 200- 12(1600+600)

Total perquisites:

Gross Total I|ncone
(1, 20, 000+34, 600)
Less: Standard Deducti on
Us 16(i)

Total | ncome

Tax on Total incone

Tax Rebate U's 88

Pr ovi dent Fund

Subscription to NSC VI |

| ssue

LIP

Contribution to

i nfrastructure Bond
Tot al :

Tax Rebate @ 20%
Tax on Total incone
Tax rebate(restricted)

Tax Payabl e

Rs. 5,000/ -

Rs. 14,800

Rs. 6,000/ -
Rs. 13, 800/ -

Rs. 34, 600

24,000

: 18, 000

3, 000

: 30, 000

75, 000

15, 000

Rs. 1, 54,600/ -
Rs. 25, 000/ -
Rs. 1,29, 600/ -
Rs. 14, 920/ -
Rs. 14,920/ -
Rs. 14, 920/ -
Ni |



Exanpl e 6

A. Y. 2003- 2004.

Illustrating Valuation of perquisite and calculation of tax in
the case of an enpl oyee of a Private Conpany posted at Del h

and repayi ng House Building L
Particul ars:

Sal ary

Dear ness Al | owance
House rent all owan
Speci al duties Al
Provi dent Fund

LIP
Deposi t
i ssue
Rent Paid by the
enpl oyee for house
hired by him
Repaynent of House
Bui I di ng | oan t ake
by the enpl oyee
fromLIC
Subscription to
eligible issue of
capital of a Co.
approved U's 88(2)

NogohkwbhE

in NSC VI

©

10.

Conput ati on of tot

oan.

ce
owance:

n

(xvi)

a

Rs. 1, 18, 000/ -
Rs 36, 000/ -
Rs. 12,000/ -
Rs. 2,400/ -
Rs 20, 000/ -
Rs 10, 000/ -
Rs 20, 000/ -

Rs. 24,000/ -
12, 000/ -

Rs. 20, 000/ -

i ncone and tax payabl e thereon

G oss salary :
Less:
Us 10 (13A

a. Actual anount of HRA receive

House rent all owance exenpt

d 12,000

b. Expenditure on rent in excess

of 10% of salary (Including
D. A )as personal D. A is
including for retirenent
benefits 8600)

c.50% of salary (including D. A)

Tot al
Less :
Tot al
Tax on total

Tax rebate Us 88

i. Provident Fund
ii. LIP
iii. NSCVII Issue
iv. Repaynent of
HBA
Subscription to
el igible issue of
Co. approved
U's 88(2)(xvi)

Tot al :

Rebate @ 20% =

V.

Net Tax Payabl e

8, 600
77,000

sal ary I ncome

St andard Deducti on
Taxabl e | ncone
I ncone

: 20, 000
: 10, 000
: 20, 000

12, 000

20, 000

82,000

Rs. 1, 68, 400/ -

(-) 8,600/ -

1, 59, 800/ -
25, 000/ -

1, 34, 800/ -
15, 960/ -

16, 200 15, 900/ -

(restricted)

NI L



Particul ars:

G oss salary

Housi ng Loan repai d(Principal)

I nterest payable on housing | oan
(Loan taken after 01.04.1999)
Donati on paid to National
Chi l dren fund

NSC Pur chased

Exanple 7

Conput ati on of taxable inconme and tax

A. Y. 2003- 2004.

I ncome Tax calculation in the case of an enpl oyee who cl ains
| oss under the head incone from house property.

Sal ary | ncone

G oss salary

St andard Deducti on
Taxabl e sal ary

I ncome from house property

I nterest payable on

loan Us 24

Loss from House property
(Maxi mum al | owabl e)
Gross total
Less Deduction Us 80G
50% of Rs. 5, 000/ -

Net Taxabl e | ncone

Tax thereon

Less Rebate U's 88

Housi ng Loan

tax payabl e

. 20, 000
10, 000

. 20, 000

50, 000

Rebate @ 15% of Rs. 50, 000/ -
Tax Payabl e
surcharge @ 5%

2, 00, 0000

4,00, 000
30, 000
2, 00, 000
5, 000
10, 000
20, 000
t her eon:
Rs. 4, 00, 000
Rs. 20, 000
Rs. 3, 80, 000
Rs. 1, 50, 000/ -
Rs. 2, 30, 000/ -
Rs. 2,500/ -
Rs. 2, 27, 500/ -
Rs. 42, 250/ -
Rs. 7,500/ -
Rs. 34, 750/ -
Rs. 1,738/-
Rs. 43, 988/ -



I ncome Tax
| oss under the head Income from house property,

EXAMPLE —

before 1. 4. 99.

wWN

Particul ars:

G oss Salary

Housi ng Loan repaid (Principal)
I nterest payable on housing | oan
(Loan taken after 01.04.1999)
Donation paid to National
N. S. C. purchased

G P. F

8

A. Y. 2003- 2004.

Children's Fund

calculation in the case of an enpl oyee who clains
| oan taken

4,00, 000
30, 000

2,00, 000
5, 000
10, 000/ -
20, 000/ -

Conput ati on of Taxable Inconme and tax thereon

Sal ary I ncone
G oss Salary
Less: Standard deduction

Taxabl e Sal ary

I ncome from House Property
Annual val ue

I nterested payable on | oan
u/s 24: 2,00, 000

Loss from House property

(Maxi mum al | owabl e

for | oans taken beforel. 4.99)

Gross total incone

Less Deduction Us 80G
50% of Rs. 5,000/ -

Net Taxabl e | ncone

Tax thereon

Less Rebate Us 88

GP.F.

N. S. C

Housi ng Loan repai d( maxi mum

Tot al :
Rebate @15% of Rs. 50, 000/ -
Tax payabl e
Add: Surcharge @ 5%

Total Tax payabl e

Ni |

Rs. 4, 00, 000

Rs. 20, 000/ -

Rs. 3, 80, 000/ -

Rs. 30, 000/ -

Rs. 3, 50, 000/

Rs. 2,500/ -

Rs. 7,500/ -
Rs. 70, 750/ -
Rs. 3,538/ -



EXAMPLE - 9

A. Y. 2003- 2004

Incone Tax calculation in the case of a wonen assessee who
is less than age of 65 years.

(Rupees)
Particul ars
G oss Salary 1, 20, 000
G P.F. 10, 000
N. S. C. purchased 10, 000

Conput ati on of Taxabl e Incone and Tax thereon

G oss Sal ary 1, 20, 000
Less: Standard deduction u/s 16(i) 30, 000
Taxabl e I ncone a 90000
Tax thereon 7, 000
Less: Rebate u/s 88C(Bei ng wonen) 5, 000

Less: Rebate u/s 88

G P.F 10, 000
N. S. C 10, 000
Tot al 20, 000
Rebate u/s 88 @ 20% of
Rs. 20,000/ - = Rs. 4,000
restricted to Rs. 2000 2, 000
Tax payabl e Ni |

Note:- In the case of a wonmen assessee who is of 65 years’

age or nore, she will be entitled to rebate only u/s 88B of
the Act neant for Senior citizens and not u/s 88C of the

Act .



ANNEXURE-II

Form for sending particularsof income u/s 192(2B) for the year
ending 31% March 2002

1 Name and address of the employee

2. Permanent Account Number

3. Residential status

4, Particulars of income under any head of income other than
"salaries’ (not being a loss under any such head other than the loss
under the head "Income from house property”) received in the
financial year.

(i) Incomefrom house property ~ —mmmmmememmemeee-

(in case of loss, enclose computation thereof)

(it) Profitsand gains of businessor professon =~ -------------------

(i) Capital gains e

(iv) Income from other sources

(@) Dividends

(b) Interest

(c) Other incomes (Specify)

Total ~ @~ @ e
5. Aggregate of sub-items (i) to (iv) of item 4

6. Tax deducted at source (enclose certificates) issued under Section 203)

Signature of the employee
Verification

|, o e , do hereby declare that what is stated above
istrueto the best of my knowledge and belief.

Verified today, the ------------------ day of ------------------ 2002.



Signature of the employee

F.N0.142/47/98-TPL Sa/-
NOTIFICATION NO. 10722 (SUNITI SRIVASTAVA)
Under Secretary to the Govt. of India

The principal rules were published vide notification No. S.O. 969(E)
dated 26.3.1962 and were last amended vide notification NO. SO.
897(E) dated 12.10.98.



ANNEXURE-I1I
TO BE PUBLISHED IN THE GAZETTE OF INDIA EXTRAORDINARY
PART I, SECTION 3, SUB-SECTION(ii) DATED

GOVERNMENT OF INDIA
MINISTRY OF FINANCE AND COMPANY AFFAIRS
DEPARTMENT OF REVENUE
(CENTRAL BOARD OF DIRECT TAXES)

New Delhi, the4th day of October , 2002.

NOT IFICATION
INCOME TAX

S.0. 1062(E) (E) - In exercise of powers conferred by section 295, read with clause
(2) section 17 and sub-section (2C) of section 192 of the Income-tax Act, 1961 (43 of
1961), the Central Board of Direct Taxes hereby makes the following rules further to
amend the Income-tax Rules, 1962, namely :-
1 @ These rules may be called the Income-tax( Amendment) Rules,
2002.
2 They shall be deemed to have come into force on the 1% day of June
2002.
2. In the Income-tax Rules, 1962, -
) in rule 26A, in sub-rule(2) for clause (b), the following clause
shall be substituted, namely :-
"(b) Form No. 12BA, if the amount of salary paid or payable to the
employee is more than one lakh and fifty thousand rupees, which shall
accompany the return of income of the employee.”;

(i) inrule 30, -



@ in the heading, for the words " tax deducted at source’, the words,
"tax deducted at source or tax paid under sub-section (1A) of
section 192", shall be substituted;

(b after sub-rule (1), the following shall be inserted:-

"(1A) All sums paid under sub-section (1A) of section 192 shall be
paid to the credit of the Central Government -
(8) in the case of payment on behalf of the Government, on the
same day;

(b) in all other cases, within one week from the last day of each
month on which the income-tax is due under sub-section

(1B) of section 192;";

(c) in sub-rule (2), -
1) after the words, "under the head "salaries' or," insert the
words "the person who pays tax, referred to in sub-section
(1A) of section 192 or,"

1) in the proviso, for the word "deduction" substitute the

words "deduction or payment, as the case may be,";

(iii) inrule 31,-

@ in the heading, for the words " tax deducted at source”, the words,
"tax deducted at source or tax paid under sub-section (1A) of
section 192", shall be substituted;

(b in sub-rule (1), for the words "The certificate of deduction of tax at
source under section 203", the words "The certificate of deduction
of tax at source or, the certificate of payment of tax by the employer

on behalf of the employee, under section 203", shall be substituted;



(c) in the second proviso to sub-rule (3), for the words, "that the

certificate in the case of deduction of tax under section 192", the

words, ", "that the certificate in the case of deduction of tax under

sub-section (1) of section 192 or, payment of tax by the employer

on behalf of the employee, under sub-section (1A), of that section”,

shall be substituted;

(iv) in Appendix-Il, -

(a) after Form No.12B, the following Form shall be inserted, namely:-

FORM NO.12BA
{Seerule 26A(2)(b)}

ANNEXURE-III-A

Statement showing particulars of perquisites, other fringe benefits or amenities and

profitsin lieu of salary with value ther eof

1) Name and address of employer :

2) TAN

3) TDS Assessment Range of the employer :

4) Name, designation and PAN of employee:

5) Isthe employee adirector or a person with :
substantial interest in the company

(where the employer is a company)

6) Income under the head "Salaries’ of the employee:
(other than from perquisites)

7) Fnancia Year :

8) Valuation of Perquisites

S.No Nature of perquisite Value of
(seerule 3) perquisite as per
rules
(Rs)

Amount, if any
recovered from
the employee
(Rs)

Amount of
perquisite
chargeable to tax
Col(3) - Col(4)




(Rs)

1) (2) ©) (4) ©)

1 Accommodation

2 Carg/Other automotive

3 Sweeper, gardener,
watchman or personal
attendant

4 Gas, eectricity, water

5 Interest free or concessional
loans

6 Holiday expenses

7 Free or concessional travel

8 Free medals

9 Free Education

10 Gifts, vouchers etc.

11 Credit card expenses

12 Club expenses

13 Use of movable assets by
employees

14 Transfer of assets to
employees

15 Vaue of any other
benefit/amenity/service/privil
ege

16 Stock options (non-qualified
options)

17 Other benefits or amenities

18 Total value of perquisites

19 Total value of Profitsin lieu

of salary as per 17(3)

9. Details of tax, -

(a) Tax deducted from salary of the employee u/s192(1)  .........
(b) Tax paid by employer on behalf of the employee u/s 192(1A) .........
(c) Totd tax paid
(d) Date of payment into Government treasury ...

DECLARATION BY EMPLOYER

o working as
..(designation) do hereby declareon behalf of ......................

(name of the employer) that the information given above is based on the books of
account, documents and other relevant records or information available with us and the




details of value of each such perquisite are in accordance with section 17 and rules
framed thereunder and that such information istrue and correct.

Signature of the person responsible
for deduction of tax
Place...
Date... Ful Name........................
Designation .............cooel ™

(b) for Form No.16, the following Form shall be substituted, namely :-

ANNNEXURE -11-B

FORM NO.16
{Seerule 31(1)(a)}

Certificate under section 203 of the Income-tax Act, 1961 for tax deducted at source
from income char geable under the head " Salaries’

Name and address of the employer Name and designation of the employee

PAN/GIR NO. \ TAN PAN/GIR NO.

TDS Circle where annual return/statement | Period

under section 206 isto befiled From To Assessment
year .........

DETAILS OF SALARY PAID AND ANY OTHER INCOME AND TAX DEDUCTED

1. Gross Salary
a) Salary as per provisonscontained in sec.17(1) | Rs......
b) Value of perquisites u/s 17(2) (as per Form

No.12BA, wherever applicable) Rs......

c) Profitsin lieu of salary under section 17(3)(as

per Form No.12BA, wherever applicable) Rs......

d) Total Rs.......
2. Less: Allowance to the extent exempt u/s 10 Rs......




3. Balance(1-2)

4. Deductions:
a) Standard deduction Rs
b) Entertainment allowance Rs
c) Tax on employment Rs

5. Aggregate of 4(a) to (c)

6. Income chargeable under the head 'salaries

(3-5

7. Add: Any other income reported by the

employee

8. Gross total income (6+7)

9. Deductions under Chapter VIA

a)
b)
<)
d)

10. Aggregate of deductible amount under

Chapter VIA

11. Tota Income (8-10)
12. Tax on total income

Gross Amount

13. Rebate and relief under Chapter V1II
l. Under section 88

(please specify)

(@)
(b)
(©)
(d)
(€)

(f) Total[(a) to (e)]

Gross Amount

1 (a) Under section 88B

Qualifying
Amount

Qualifying
Amount

Deductible
Amount

Tax rebate/
relief

RS..c.........
RS............
RS............




(b) Under section 88C
RS..........
1. Under section 89
(attach details) RS..........
14. Aggregate of tax rebates and relief at 13
above [I(f) + lI(a)+ II(b) + I11] RS............
15. Tax payable (12-14) and surcharge thereon RS...c...e...
16 Less: @) Tax deducted at source u/s 192(1) Rs..
b) Tax paid by the employer on behalf of
the employee u/s 192(1A) on
perquisites u/s 17(2) RS............ |RS.oiiiin.
17. Tax payable/refundable (15-16) Rs..........
DETAILS OF TAX DEDUCTED AND DEPOSITED INTO CENTRAL
GOVERNMENT ACCOUNT
Amount Date of payment Name of bank and branch where tax deposited
| . - . son of . . working in the capacity of ......... (designation)

do hereby certlfy that a sum of Rs ....... [Rupess ....

..(in words)] has been

deducted at source and paid to the credit of the Central Government. | further certify that
the information given aboveis true and correct based on the book of accounts, documents

and other available records

Place...

Date.... Signature of the person responsible

Notification No.

for deduction of tax

FulName........................

Designation .. : '
.294/2002 F. No 142/20/2002 TPL

Dr. DHEERAJBHATNAGAR, Director




Explanatory M emorandum

1 Section 192 provides for the deduction of TDS on salary income. The Finance Act
2002 has amended section 192 by inserting sub-clause (1A), whereby the person
responsible for paying any income in the nature of perquisite referred to in clause 2 of
section 17, may at his option, pay tax on the whole or part of such income without
making any deduction therefrom at the time when such tax was otherwise deductible
under section 192(1). Therefore the existing Rules 30 and 31, are being amended to
make reference to the tax paid by the employer on behalf of the employee, under Section
192(1A).

2. Rule 26A, requires the employer to provide to the employee a certificate in Form
No. 12BA for the employee earning salary above 1,50,000, and in Form No. 16 in case of
those employees earning salary of 1,50,000 or less, furnishing the details of perquisites
provided. While it is mandatory to attach Form No. 16 with the Return of Income, there
IS no such requirement for Form 12BA which defeats its purpose Accordingly Rule 26A
is being amended to provide for the same.

3. Form No. 16 and Form No. 12BA are being modified to include reference to tax
paid by the employer on behalf of the employee under section 192(1A) and also to
include the TAN of the employer and the PAN of the employee, which were not asked
for earlier.

4, It is certified that the retrospective application of the above amendments to Rules
26A, 30, 31 and Forms 16 and 12BA, shall not prgudicially affect the interest of any

Note: The principal rules were published under Notification No. S.O. 969 dated
26.3.1962 which has been amended from time to time and the last such amendment was
made vide notification number 243/2002 dated 10.9.2002.



ANNEXURE-IV A
MINISTRY OF FINANCE
(Department of Revenue)
(Central Board of Direct Taxes)
Notification
New Delhi, the 24™ November, 2000

INCOME- TAX
S.0.1048 (E) - In exercise of the powers conferred by sub-clause (i) of
clause (18) of Section 10 of the Income-tax Act, 1961 (43 of 1961), the Central
Government, hereby specifies the gallantry awards for the purposes of the said
Section, mentioned in column 2 of the table below awarded in the circumstances
as mentioned in corresponding column 3 thereof:-

Table
Sl. No. Name of gallantry award Circumstances for digibility
1) (2 ©)
1. Ashok Chakra When awarded to Civilians for gallantry
2. Kirti Chakra -do-
3. ShauryaChakra -do-
4.  Sarvottan Jeevan Raksha When awarded to Civilians for bravery
Padak displayed by them in life saving acts.
5. Uttam Jeevan Raksha -do-
Medal
6. Jeevan Raksha Padak -do-
7 President's Police Medal When awarded for acts of exceptional
for gallantry courage displayed by members of police
forces, Central police or security forces and
certified to this effect by the head of the
department concerned.
8. Police Medal for -do-
Gallantry
9. SenaMedd When awarded for acts of courage or

conspicious gallantry and supported
by certificate issued to this effect by
relevant service headquarters.

10. Nao Sena Medd -do-

11. Vayu SenaMedal -do—



12. Fire Secrvices

Medal for Gallantry When awarded for acts of courage
Or conspicuous gallantry and supported
By certificate issued to this effect by the
Last Head of Department.

13. President’s Police & Fire -do-
Services Medal for Gallantry
14.President’s Fire Services Maedal for
Gallantry -do-
15. President’s Home Guards and
Civil Defence Medal  for

Gallantry -do-
16. Home Guard and Civil Defence
Medal for Gallantry -do-

(' Notification no. 1156/F.No. 142/29/99-TPL)

MINISTRY OF FINANCE
Department of Revenue
Central Board of Direct Taxes

T.K.SHAH, Director

ANNEXURE IV B

New Delhi,the 29™ January,2001

S.0.81(E)- In exercise of the powers conferred by sub-clause
(i) of clause (18) of Section 10 of the Income —tax Act, 1961 (43
of 1961)), the Central Government, hereby specifies the gallanty
awards for the purposes of the said Section and for that purpose
makes the following amendment in the notification of the
Government of India in the Ministry of Finance, Department of
Revenue (Central Board of Direct Taxes) number S.0.1048(E),

dated the 24™ November 2000, namely:-

In the said natification, in the Table, against serial numbers
1,2 and 3 under cloumn (3) rdating to “Circumstances for
digibility” thewords “tocivilians’ shall be omitted.
(Notification N0.22/F.N0.142/29/99-TPL)
T.K. SHAH, Director



ANNEXURE-V

FORM NO. 10BA
(Seerule 11B)
DECLARATION TOBE FILED BY THE ASSESSEE
CLAIMING DEDUCTION U/S80 GG

( Name of the assessee with permanent account number)

do hereby certify that during the previous Year............. I/We had
occupied the premise... . veveveneeo(full address of the
premise) for the purpose of my/our own residence for a period
of.. ..months and have paid Rs. ................... INn
cash/through crossed cheque bank draft towards payment of rent
to Shri/Msg/M/s... e ...(name and complete address
of the Iandlord).

It is further certified that no other residential accommodation is
owned by

(@) me/my spouse/my minor child/our family (in case the assessee is
HUF), a ......................where I/we ordinarily reside/perform
duties of officer or employment or carry on business or profession,
or
(b) mefus at any other place, being accommodation in my occupation, the value of which
isto be determined u/s 23(2)(a)(i) of u/s 23(2)(b)".

Sa/-
(SUNITI SRIVASTAVA)
Under Secretary to the Govt. of India
(F.No. 142/47/98-TPL
Notification No. 10722)

The principal rules were published vide Noti.N0.S.0.969 (E) dated 26.3.1962
And were last amended vide Natification No. S.0.897(E) dated 12.10.98.

khkkkkkkkkk






