
1

INCOMEFROM SALARIES

SALARIES

Anyremunerationpaidbyanemployertohisemployeeinconsiderationofhis

servicesiscalledsalary.Itincludesmonetaryvalueornonmonetaryvalueof

benefits and facilities provided byan employerwhich are taxable.Any

amountreceivedotherthanfrom employercannotbetermedassalary.For

e.g.,AMemberofParliament/aMLAisnottreatedasanemployeeofthe

Governmentthereforesalaryandallowancereceivedbyhim isnotchargeable

totaxundertheheadincomefrom salary.

Undersection15,thefollowingincomesaretaxableunderthehead

‘Salaries’:

(a)The salary due from an employerorformeremployerto an
assesseeinthepreviousyear,whetherpaidornot;

(b)Thesalarypaidorallowedtohim inthepreviousyearbyoron
behalfofanemployeroraformeremployerthoughnotdueor
beforeitbecomesduetohim;

(c)Anyarrearofsalarypaidorallowedtohim inthepreviousyearbyor
onbehalfofanemployeroraformeremployer,ifnotchargedto
incometaxforanyearlierpreviousyear.

Undertheprovisionsofthissectiontheamountofsalarydueintheyear,

amountofadvancesalaryreceivedandtheamountofarrearsofsalary

receivedduringtheyearfrom thepresentorpastemployeraretobeincluded

inthishead.

Ifanysalarypaidinadvanceisincludedinthetotalincomeofany

personforanypreviousyear,itshallnotbeincludedagaininthetotalincome

ofthepersonwhenthesalarybecomesdue.

Anysalary,bonus,commissionorremunerationduetoorreceivedbya

partnerofafirm from thefirm shallnotberegardedassalaryforthe

purposesofsection15.
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SomeImportantPointsregardingSalaries

1.Salaries.Everykindofremunerationofeverykindofservant,publicor
private,andhoweverhighlyorlowlyplacedhemaybe,iscoveredunder
thescopeofthisterm usedintheIncomeTaxAct.Itmeansthatforthe
purposesoftheIncomeTaxAct,thereisnodistinctionbetweenthe
wagesoflabourerandsalariesofhighofficials.

2.ForeignSalaryandPension.Salaryandpensionreceivedfrom foreign
governmentistaxableunderthehead‘Salaries’.

3.Relationshipofemployerandemployee. Itisveryessentialfora
paymentto fallunderthe head ‘Salaries’thatthe relationship of
employerandemployeemustexistbetweenthepayerandpayee.Every
servantisanemployeebutanagentmayormaynotbeanemployee.

4.Salariesandprofessionalincome.Wheretheemploymentismerely
incidentalto the exercise ofa profession the income from such
employmentwouldbeprofessionalincome,taxableunderthehead
“profitandgainsofbusinessorprofession”.Whenapersonoccupiesa
regularpostorofficeamountingtoservice,itisemploymentasdistinct
from mereengagementinthecourseoftheprofession.

5.Receiptsfrom personotherthanemployer.Perquisitesorprofitsor
anyremunerationreceivedfrom personotherthantheemployerwould
betaxableunderthehead‘Incomefrom OtherSources’evenifthey
accruetotheemployeebyreasonofhisemployment.Forexample,
remunerationreceivedbyaprofessorofacollegeforactingasan
examinerinaUniversityorBoard.

6.Paymentmadeaftercessationofemployment.Paymentmadebyan
employertohisemployeeafterthecessationofhisemploymentisalso
taxableunderthehead‘Salaries’.Itistaxableunderthisheadbecause
itrepresentsremunerationforservicesrenderedinthepast.

7.Paymentmadetoemployeeortothewidow orlegalheir.a)Lump-
sum paymentmade gratuitously orby way ofcompensation or
otherwisetothewidow orotherlegalheirsofanemployee,whodies
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whilestillinactiveservice,willnotbetaxableasincome.

b)Whereapersonorhisheirreceivesexgratiapaymentfrom theCentral
Government/StateGovernment/LocalAuthority/PublicSector
Undertaking,consequentuponinjurytotheperson/deathofafamily
member,whileondutyisnotliabletoincometax.

8.Pension. Pensionreceivedbyanemployeeafterhisretirementis
taxableassalary.Pensionearnedandreceivedabroadistaxableonlyin
thecaseofordinaryresident,whetherremittedtoIndiaornot.Pension
paidbyaforeigngovernmenttoitsemployeesservinginIndiaisalso
taxable.

9.Tax-freesalary.Whenasalaryispaidtax-free,theemployeehasto
includeinhistotalincomethegrosssalary,i.e.,theaggregateofthenet
salaryreceived plustheamountoftaxpaid on hisbehalfbythe
employer,exceptundertheprovisionsofSec.10(10CC).

10. Deductions by employer. If,an employer makes certain
deductions outofthe salarypayable to an employee,amountso
deductedisdeemedtobereceivedbytheemployeeandtheamountso
deductedisalsotakenasapplicationofincomebytheemployee.

11. SalaryofaMemberofParliament.Thisisnotchargeableunder
thehead‘Salaries’,asaMemberofParliamentisnotanemployeeof
the Government.Itis taxable underthe head ‘Income from Other
Sources’.

12. SalaryofaPartner.Anysalaryreceivedbyapartnerfrom the
firm inwhichheisapartnerisnotchargeableunderthehead‘Salaries’.
Itis taxable underthe head ‘Profits and Gains ofBusiness or
Profession’.

13. FamilyPension. Anyfamilypensionreceivedbythewidow or
legalheirsofadeceasedemployeeistaxableunderthehead‘Income
from OtherSources’.

14. Voluntaryforegoing-ApplicationofSalary.Voluntaryforegoing
ofsalarybyanemployeeissimplyanapplicationofincomebyhim and,
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therefore,anyvoluntaryforegoingofsalaryistaxablewhenitisdue,
whetherpaidornotu/s15.

15. SalaryGradeorScaleofPay.Salarygrademeansthatatwhat
startingsalaryanyemployeeistobeappointedandduringtheentire
serviceperiod(ifthereisnorevisionofgradeornopromotion),whatwill
behisincrementperyearandwhatwillbehismaximum salaryafter
whichtherewillbenoincrement.Heresalarymeansbasicsalary.
Forexample,8,000-250-10,000-375-12,000-450-18,800.

16. Salary from the former employer, present employer or
prospectiveemployer.Thesalaryistaxableirrespectiveofwhetheritis
receivedfrom thepresent,pastorprospectiveemployer.Asanyincome
receivedbytherecipientintherelationshipofemployerandemployee
istaxableundertheheadincomefrom salaries.

17. Salaryfrom morethanoneemployer.Salaryandotherservice
benefitsreceivedbyanassesseefrom morethanoneemployerinthe
samefinancialyeararetaxableassalaryintheyearofreceipt.

18. Salaryistaxableondueorreceiptwhicheverisearlier.The
salaryincomeistaxableeitherondueorreceiptbasiswhicheveris
earlier.

19. GrossSalaryistaxable.Whiletaxingthesalaryincomeitisthe
grosssalarythatistaxednotthenetortakehomesalary.Henceany
amountifdeductedfrom grosssalaryhastobeaddedtonetsalary.

20. DuedateofSalary.Followingarethegeneralrulesregardingthis:

(a)Inthecaseofemployeesofthegovernmentandsemi-government.
Salaryfor aparticularmonthisdueonthefirstofthenextmonth.Thus,
insuchacase,salaryforthemonthofMarchoftheprecedingfinancial
yearuptothesalaryforthemonthofthecurrentfinancialyearistaken
intoaccount.

(b) Inthecaseofemployeesofbanksandnon-governmentbodies.
Salaryforaparticularmonthisdueonthelastdateofthesamemonth.
Thus,insuchacasesalaryforAprilofthecurrentfinancialyearupto
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thesalaryforthemonthofMarchofthecurrentfinancialyearistaken
intoaccount.

Definitions:

SALARY(Sec.17(1)):Salaryincludes:

1.Wages;

2.anyannuityofpension;

3.anygratuity;

4.anyfees,commission,perquisites, profitinlieuofsalaryorin
additiontoanysalaryorwages;

5.anyadvanceofsalary;butnotloanforpurchasingacar,scooterora

houseetc.

6.anypaymentreceivedbyanemployeeinrespectofanyperiodof
leavenotavailedofbyhim;

7.employer’scontributiontowardsrecognizedprovidentfundinexcess
of12% oftheemployee’ssalaryandinterestonprovidentfundin
excessof9.5%rate.

8.theaggregateofallsumscomprisedinthetransferredbalanceto
theextenttowhichitischargeabletotaxundersub-rule(4)ofRule
11.

9.the contribution made bythe CentralGovernmentoranyother
employerinthepreviousyear,toaccountofanemployee,undera
pensionscheme.

Salary

Basicsalary+allowances+Perquisites+Profitsinlieuofsalary

GrossSalary
Less:(Deductionsu/s16)

StandardDeduction +EntertainmentAllowance + EmploymentTax

= Taxablesalary

Differentformsofsalary

Different forms of salary are:Leave salary,compensation for
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retrenchment,feesandcommission,bonus,death-cum-retirementgratuity,

commutationofpension,receiptsbyemployeesofpublicsectorandother

companiesattimeofvoluntaryretirement,annuity,salaryandpensionfrom

UNOandotherforeignpension.

ALLOWANCES

Paymentincashmadebyanemployertohisemployeesmonthly,other

thansalary,iscalledallowance.Itisafixedsum ofmoneypaidregularlyin

additiontosalaryforthepurposeofmeetingsomeparticularrequirement

connectedwiththeservicesrenderedbyanemployee.

ForthepurposeofIncometax,Allowancesaredividedintothreecategories.

Theyare:

1.TaxableAllowances
2.AllowancesExemptuptoSpecifiedLimit
3.FullyexemptedAllowances

TaxableAllowances

1.DearnessAllowance,AdditionalD.AandDearnessPay:
Thisisaverycommonallowancethesedaysonaccountofhighprices.

SometimesadditionalD.Aisalsogiven.Itisincludedintheincome
from salaryandistaxableinfull.Sometimeitisgivenundertheterms
ofemploymentandsometimeswithoutit.Whenitisgivenunderthe
terms of employment it is included in salary for purposes of
determining the exemption limits ofHRA,RPF,gratuity and for
determiningthevalueofrent-freehouseandisalsotakenintoaccount
forthepurposesofretirementbenefits.
SometimesD.Aisgivenas‘DearnessPay’.Itmeansthatitisbeing

givenunderthetermsofemployment.

2.FixedMedicalAllowance.Itisfullytaxable.

3.Tiffin Allowance. Itis given forlunch and refreshments to the
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employees. Itis also called MealAllowance and Refreshment
Allowance.Itisfullytaxable.

4.ServantAllowance. Itisfullytaxableevenifitisgiventolow paid
employee,notbeinganofficer.

5.Non-Practicing Allowance. Itisgenerallygivento thosemedical
doctorswhoareingovernmentserviceandtheyarebannedfrom doing
privatepractice.Itistocompensatethem forthisban.Itisfullytaxable.

6.HillAllowance.Itisgivenemployeesworkinginhillyareasonaccount
ofhighcostoflivinginhillyareasascomparetoplains. Itisfully
taxable,Iftheplaceislocatedatlessthan1,000meterheightfrom sea
level.

7.Warden Allowance and proctorAllowance. These allowancesare
givenineducationalinstitutionsforworkingasWardenofthehostel
and/orworkingasProctorintheinstitution.Theseallowancesare
fullytaxable.

8.DeputationAllowance.Whenanemployeeissentfrom hispermanent
placeofservicetosomeotherplaceorinstitutionondeputationfora
temporaryperiod,heisgiventhisallowance.Itisfullytaxable.

9.OvertimeAllowance:Whenanemployeeworksforextrahoursover
andabovehisnormalhoursofdutyheisgivenovertimeallowanceas
extrawages.Itisfullytaxable.

10. OtherAllowances: There may be severalothertypes of
allowances,forexample,FamilyAllowancetoarmedpersonnelwhileon
field without family,ProjectAllowance,Marriage Allowance,Rural
Allowance,CityCompensatoryAllowance,TelephoneAllowance,Dinner
Allowance,HealthAllowance,HolidayAllowance,SpecialQualification
Allowance,etc.Thesearetaxableunlessspecificallyexempted.

Allowancesexemptuptospecifiedlimit
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1.HouseRentAllowance:Anallowancegranted to anassesseebyhis

employertomeetexpenditureincurredonpaymentofrentinrespectof

residentialaccommodationoccupiedbyhim exemptfrom taxtoacertain

extent.

Rule2Aprescribedthattheleastofthefollowingamountsshallbeexempt:

(a)HouseRentAllowanceactuallyreceivedbytheassessee;or
(b)Excessofrentpaidbytheassesseeover10%ofsalaryduetohim forthe

relevantperiod;or

(c) (i)iftheaccommodationissituatedatMumbai,Kolkata,Delhior
Chennai–50%ofsalary

duetotheassessee,and
(ii)iftheaccommodationissituatedatanyotherplace–40%ofsalary

duetotheassessee.

IncaseanemployeeislivinginhisownhouseandisgettingHRAorisliving

inahouseforwhichheisnotpayinganyrent,fullamountofHRAreceivable

istaxable.

In this rule-(i)‘Salary’includes dearness allowance,ifthe terms of

employmentsoprovide.Italsoincludesthecommissionbased

on fixed percentage of turnover,but excludes all other

allowances,perquisitesandbonus.

(ii) ‘Relevantperiod”means the period during which the said

accommodation wasoccupied bytheassesseeduring the

previousyear.Itmeansthatthesalaryoftheperiodduring

whichrentedaccommodationisnotoccupiedbytheemployee

willbeexcluded.

HouseRentAllowance(HRA)

Employeewhoisresidinginhisown Employeewhoispaying
rentforresidential

houseorinahousewherehedoesn’t accommodation
payanyrent,entireHRAistaxable
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Leastofthefollowingisexempt:

a)HRAactuallyreceived

b)Rentpaid–10%ofsalary

c)40% ofsalaryOR (50% in

caseresidinginDelhi,Mumbai,Chennai

orKolkata)

2.EntertainmentAllowance:Itisanallowancegivenbyanemployertohis

employee.Itisfirstincludedintheincomefrom salaryundersection15,and

thendeductionisallowedtoagovernmentemployeeundersection16(ii).

3.Specialallowance formeeting certain expenditure [Section 10(14)]:

Specialallowanceswhichareexemptfrom taxwhilecomputing income

underthehead‘salaries’havebeennotifiedbytheCentralGovernment.There

aretwotypesofspecialallowances.Theyare:

A.Thosewhichareexclusivelytobeincurredintheperformanceoftheduties

ofhisoffice.Theseareexempttotheextentactuallyspent.

B.Thosewhicharetomeetthepersonalexpenses.Theseareexemptupto

specifiedlimit.

A.Thosewhichareexclusivelytobeincurredintheperformanceofthe

dutiesofhisofficeSec.10(14)(i):

Special allowance which is granted to meet expenses wholly,

necessarilyandexclusivelyincurredintheperformanceofthedutiesofan

officewillbeexemptfrom tax,totheextenttowhichsuchexpensesare

actuallyincurredforthatpurposeandnotifiedbytheCentralGovernment.

Thefollowing specialallowanceshavebeennotifiedasexemptu/s

10(14)(i):

1)TravellingAllowance:Theallowancegrantedtomeetthecostoftravelon

tourorontransfer.Thecostoftravelontransferincludesanysum paidin

connectionwithtransfer,packingandtransportationofpersonaleffects

onsuchtransfer.
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2)DailyAllowance:Anyallowance,grantedfortheperiodofjourneyontour

orontransfertomeettheordinarydailychargesincurredbyanemployee

onaccountofabsencefrom hisnormalplaceofduty.

3)ConveyanceAllowance:Theallowancegrantedtomeettheexpenditure

incurredonconveyanceintheperformanceofdutiesofanofficeor

employmentofprofit.

4)HelperAllowance:Any allowance granted to meetthe expenditure

incurredonahelperwheresuchhelperisengagedfortheperformanceof

officialduties.

5)Academic Allowance:Any allowance granted for encouraging the

academic,researchandotherprofessionalpursuits.

6)Uniform Allowance:Anyallowance granted to meetthe expenditure

incurredonthepurchaseormaintenanceofuniformsforwearduringthe

performanceofofficialduties.

B.SpecialAllowancetomeetthepersonalexpenses.

Anysuchallowancegrantedtotheassesseeeithertomeethispersonal

expensesattheplacewherethedutiesofhisofficeareordinarilyperformedby

him orataplacewhereheordinarilyresides,ortocompensatehim forthe

increasedcostofliving,willbeexemptfrom tax,totheextentnotifiedbythe

CentralGovernment.
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1)SpecialCompensatory(TribalAreas/Scheduled Areas/AgencyAreas)

Allowance:Theexemptionisavailable@ Rs.200p.m.inMadhyaPradesh,

Tamilnadu,U.P,Karnataka,Tripura,Assam,WestBengal,Bihar,andOrissa.

2)AnyallowancegrantedtoanemployeeworkinginanyTransportSystem:

Anyallowancegrantedtoanyemployeeworkinginanytransportsystem to

meethispersonalexpenditureduringhisdutyperformedinthecourseof

runningofsuchtransportfrom oneplacetoanotherplaceisexemptinthe

whole ofIndia upto 70% ofsuch allowance orRs.10,000 permonth,

whicheverisless.

3)ChildrenEducationAllowance:ItisexemptinthewholeofIndia@ Rs.

100permonthperchilduptoamaximum oftwochildren.

4)ChildrenHostelAllowance:Anyallowancegrantedtoanemployeeto

meetthehostelexpenditureonhischildisexemptinthewholeofIndia@ Rs.

300p.m perchilduptoamaximum oftwochildren.

5)Transport Allowance: The transport allowance granted by the

Governmenttoitsemployeesorbyanemployertoemployees,bywhatever

namecalled,to compensatethem forthecostincurred on accountof

commutingbetweentheplaceofresidenceandtheplaceofduty,willbe

exemptsubjectto a maximum ofRs.1600p.m.(No exemption,w.e.f

assessmetyear2019-20).

However,iftheemployeeisblindororthopedicallyhandicappedwith

disabilityoflowerextremities,thetransportallowanceshallbeexemptupto

Rs.3,200pm.
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6)UndergroundAllowance:Itisgrantedtoanemployeewhoisworkingin

uncongenial,unnaturalclimatein underground mines.Itwillbeexempt

subjecttoamaximum ofRs.800pm.

7)CompensatoryFieldAreaAllowance:ItisexemptuptoRs.2,600p.m

8)CompensatoryModifiedField AreaAllowance:ItisexemptuptoRs.

1,000p.m

9)Counter-insurgencyAllowance:ItisexemptuptoRs.3,900p.m

10) HighAltitudeAllowance:

(a)Foraltitudeof9,000to15,000feet–ItisexemptuptoRs.1,060p.m

(b)Foraltitudeabove15,000feet–ItisexemptuptoRs.1,600p.m

11) HighlyActiveFieldAreaAllowance:ItisexemptuptoRs.4,200p.m.

12)IslandDutyAllowance:ItisexemptuptoRs.3,250pm

FullyExemptedAllowances:

(1)ForeignAllowance:Thisallowanceisusuallypaidbythegovernmenttoan

IndiancitizenoutsideIndia forrenderingserviceabroad.Itisnottaxableatall.

Theremaybeseveraltypesofforeignallowances,e.g.,Overseas Allowance,

ChildrenEducationAllowance,CarAllowance,EntertainmentAllowance, etc.
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Thisexemptionisnotavailabletonon-governmentemployeesandtothose

whoarenotcitizensofIndia.

(2)SumptuaryAllowanceto HighCourtorSupremeCourtJudges.Such

allowancegiventohigh court/supremecourtjudgesisfullyexemptfrom

tax.

(3)Allowancefrom UNO:AllowancepaidbyaUNOtoitsemployeesisfully

exemptfrom tax.

(4)Per-diem Allowance:Ifper-diem allowanceispaidforthepurposesofuse

ofhotel,boardingandlodgingfacilitiestoanemployeeanysurplusaccruingto

him from suchallowanceisexemptfrom tax.

PERQUISITES

Theterm ‘perquisite’meansanybenefit,attachedtoanofficeorposition

inadditiontosalaryorwages.Perquisitedenotesapersonaladvantage.Itmay

begivenincashorinkind.Ifitisgiveninkinditshouldbecapableofbeing

measuredintermsofmoney.Forincometaxpurposeswelimitthescopeof

perquisitestothebenefitsreceivedinkindandwhichareconvertibleinterms

ofmoney.Perquisitesreceivedincasharetermedasallowancesforincome

taxpurposes.

1.PerquisitesTaxableincaseofallemployees:

Thefollowingperquisitesaretaxableincaseofallemployees:

1)Thevalueofresidentialaccommodationprovidedtotheassesseebyhis

employer
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2)Anysum paidbytheemployerinrespectofanyobligationwhich,butfor

suchpayment,wouldhavebeenpayablebytheassessee.Forexample-

a)Paymentbytheemployeroftheemployee’scluborhotelbills

providedthattheytarenotconnectedwiththeemployer’sbusiness;

b)Paymentbytheemployerofanyloandueonthisemployee;

c)Paymentbytheemployerofeducationexpensesofthechildrenof

hisemployees;

d)Paymentbytheemployerofthesalaryofthedomesticservantof

anemployeemeantforhispersonaluseandemployedbythe

employee;

e)Incometaxpaidbytheemployerinrespectofthesalaryofhis

employee;

f)Legalexpensesincurredbytheemployertosaveordefendthe

employee;

3)Anysum payablebytheemployer,whetherdirectlyorthroughafund,

otherthanarecognizedprovidentfundoranapprovedsuperannuation

fundoraDeposit-linkedInsuranceFund,toeffectaninsuranceonthelife

oftheemployeeorinrespectofacontractforanannuity.

4)Thevalueofanyspecifiedsecurityorsweatequitysharesallottedor

transferreddirectlyorindirectlybytheemployerorformeremployerfree

ofcostoratconcessionalratetotheassessee.

5)Theamountofanycontributiontoanapprovedsuperannuationfundby

theemployerinrespectoftheassessee,totheextentexceedingRs.one

lakhfiftythousand.

6)Thevalueofanyotherfringebenefitoramenityasmaybeprescribed.

IntermsofprovisionsofSec.17(2)(viii),thevalueofthefollowing

benefitsoramenitiesshallbeincludedintheincomeofanemployee:
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1.Interestfreeorconcessionalloan;

2.Holidayenjoyment;

3.Freefood;

4.Gift;

5.Expenseschargedtoacreditcard;

6.Clubexpenses;

7.Useofmovableasset;

8.Transferofmovableasset;

9.Anyotherbenefitoramenity

2.PerquisitesTaxableinthecaseofspecifiedemployeesonly

SpecifiedEmployees:Theemployeeswhofulfilanyofthefollowingthree

conditionsarecalledspecifiedemployees:

a) ADirector–employee:Anemployee,whoisalsoadirectorinthe

employer-companywhetherfull-timeorpart-timeandwhethercontinuing

asdirectorforthewholeorpartoftheear,isaspecifiedemployee.

b) Employeehavingsubstantialinterestintheemployer-company:

An employee is said to have substantialinterestin the employer-

companyifheisthebeneficialownerofequitysharescarryingnotless

than20%ofvotingpower.Heisalsotermedasaspecifiedemployee.

c) Anyotheremployee(i.e.notcoveredbytheabovetwoconditions)

whoseincomechargeableundertheheadSalaries,includingallmonetary

paymentsfrom oneormoreemployers,butexcludingthevalueofall

benefitsoramenitiesgiven in kind,exceedsRs.50,000 iscalled a

specifiedemployee.

The following are the taxable perquisites in hands of specified
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employees:

1) FacilityofCar;

2) Sweeper,Watchman,GardenerandPersonalattendant;

3) Gas,electricenergyandwater;

4) Educationfacilitytothemembersofemployee’shousehold;

5) Transportfacility.

3.Tax-freePerquisites

Thevalueofthefollowingperquisitesshallnotbeincludedinthesalary

incomeofanemployee:

1. Medicalbenefits

2. Teaorsnacksprovidedfreeinofficeorfactory(workplace)

3. Residentialaccommodationprovidedatsite

4. Expensesontelephonesincludingmobilephone

5. Employer’scontributiontoStaffGroupInsuranceScheme

6. Scholarshipstoemployeesortheirchildrenpaidbytheemployer

7. The facility ofconveyance provided by the employerfrom

residencetoplaceofemploymentandvice-versa

8. Refreshercourses,etc.Iftheemployerpaysfeesforanemployee

takingrefreshercoursesormanagementcourseinordertoenable,the

employeetoperform hisservicesmoreefficiently.Suchexpensesare

treatedasscholarship
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9. Taxpaidbytheemployeronthevalueofperquisites

10. Perquisites to Government employees posted abroad:Any

perquisiteallowedoutsideIndiabytheGovernmentofIndiatoacitizen

ofIndia forenduring service outside India.This exemption is not

availabletonon-governmentemployeesandalsotothosewhoarenot

citizensofIndia

11. Rent-freehouseandconveyancefacilityprovidedtoHighCourt

Judges

12. Rent-freehouseandconveyancefacilityprovidedtoSupreme

CourtJudges

13. Thevalueofrent-freefurnishedresidenceprovidedtoaMinister,

specified officers ofParliamentora Leaderofthe Opposition in

Parliament

14. Laptopsandcomputersprovidedbytheemployerforpersonal

useofemployeeoranymemberofhishousehold

15. Interest-free orconcessionalloan,ifthe amountofloan in

aggregatedoesnotexceedRs.20,000duringthe‘Previousyear”.

16. Transferwithoutconsideration to an employeeofa movable

asset(otherthancomputers,electronicitemsandcar)bytheemployer

afterusingitforaperiodoftenyearsormore

17. Periodicalsandjournalsrequiredfordischargeofwork

18. Leavetravelconcessionu/s10(5).

MEDICALBENEFITS

1.MedicalTreatmentwithinIndia;
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a) Thevalueofanymedicaltreatmentprovidedfreetoanemployee

oranymemberofhisfamilyinanyhospitalmaintainedbytheemployer;

b) Anysum paidbytheemployerinrespectofanyexpenditure

incurredbytheemployeeonmedicaltreatmentofhimselfandmembers

ofhisfamily

(i)in a hospitalmaintained bygovernmentoranylocalauthorityor

approvedbythegovernmentformedicaltreatmentofitsemployees;

(ii)inrespectoftheprescribeddiseasesorailmentsinanyhospital

approvedbytheChiefCommissioner.

c) Premium paidbytheemployeronthehealthinsuranceofthe

employee(includingmembersofhisfamily),underanapprovedscheme,

orgroupmedicalinsurancebytheemployerforhisemployees(including

membersoftheirfamilies);

d) Reimbursementbytheemployerofanypremium paidbythe

employeeonhishealthinsuranceoronthehealthinsuranceofany

memberofhisfamilyunderanapprovedscheme;

e) LimitedExemption: Ifthemedicaltreatmentoftheemployeeor

anymemberofhisfamilyisdoneatanyprivatehospital,nursinghomeor

clinicotherthanthosestatedinclauses(a)and(b)abovetheexemption

willberestrictedtoRs.15,000.Noexemptionw.e.f.theAssessmentYear

2019-20.

2.MedicalTreatmentoutsideIndia:

a) Iftheemployerincursanyexpenditureonthemedicaltreatment

oftheemployeeoranymemberofhisfamilyoutsideIndia,totheextent

permittedbytheRBI;and

b) Iftheemployerincursanyexpenditureontravelandstayabroad



19

ofthepatient(employeeoranymemberofhisfamily)andoneattendant

whoaccompaniesthepatientinconnectionwithsuchtreatment,itwillbe

exemptsubjecttotheconditionsthat(i)theexpenditureonmedical

treatmentandstayabroadwillbeexempttotheextentpermittedbythe

RBIand(ii)theexpenditureontravelshallbeexemptinthecaseofan

employeewhosegrosstotalincome(excludingthisexpenditure)doesnot

exceedRs.2lakh.

VALUATIONOFPERQUISITES
Tax-freeperquisitesarenottobevaluedatall.Thoseperquisites

whichareeithertaxableinallcasesorinspecifiedcasesaretobevalued.

1. VALUATIONOFRESIDENTIALACCOMMODATION

Forthe purpose ofdetermining the value ofresidentialaccommodation

provided by the employer,the employees have been divided into two

categories:

(1)GovernmentEmployees:

Theseincludetheemployeesholdingofficeorpostinconnectionwiththe

affairsofunionorStateorservingwithanybodyorundertakingunderthe

controlofsuchGovernmentondeputation.

Valuation:Thevalueoftherent-freeunfurnishedhousewillbetakentobethe

licencefeedeterminedbytheGovernmentinaccordancewiththerulesframed

byGovernmentforallotmentofresidences.Iftheaccommodationisfurnished,

thevalueoftheperquisitewillfirstbecomputedontheabovebasisandthen

increasedbyanamountequalto10% perannum oftheoriginalcostofthe

furniture(includingrefrigerators,televisionsets,radiosets,air-conditioning

plantorequipmentsotherhouseholdappliances)provided.Ifsuchfurnitureis

hirebytheemployerthehirechargespayableforthefurniturewillbetakeninto

account.
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From theabovevalue,ifanyamountispaidorpayablebytheemployeeduring

thepreviousyearshallbereducedandthebalanceshallbethevalueof

perquisite.

Computation ofvalue ofResidentialAccommodation in case ofGovt.

Employees

AmountdeterminedasperGovernmentRules xxxxx

Add:10%p.a.ofcostoffurnitureorHirecharges,ifany

xxxxx

________
xxxxx

Less:Amountpaidorpayablebytheemployee(ifany) xxxxx

________

ValueofAccommodation xxxxxx

(2)OtherEmployees:

(a)Accommodationownedbyemployer:

(i) 15% ofsalaryincitieshavingpopulationexceeding25lakhasper2001

census,

(ii) 10% ofsalaryin citieshaving population exceeding 10 lakh butnot

exceeding25lakhasper
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2001census,

(iii)7.5%ofsalaryinanyotherplaces,

inrespectoftheperiodduringwhichtheaccommodationwasoccupiedbythe

employeeduringtheP.Y.

(b)Accommodationistakenonleaseoronrentbytheemployer:

Actualamountofleaserentalpaidorpayablebytheemployeror15%of

salary,whicheverislower,willbethevalueofaccommodation.

Wheretheaccommodationisfurnished10%p.a.ofthecostoffurniture

shallbeaddedtotheabovevalue.Ifthefurnitureishiredbytheemployerthe

hirechargespayableforthefurniturewillbetakenintoaccount.

From theabovevalue,ifanyamountispaidorpayablebytheemployee

duringtheP.Y.shallbereducedandthebalanceshallbethevalueofperquisite.

(c)AccommodationprovidedinaHotel:

Wheretheaccommodationisprovidedbytheemployer(Governmentor

non-Government)totheemployeeinahotel,itsvalueshallbeasunder:

(i)Wheretheaccommodationisprovidedonhistransferfrom oneplaceto

anotherandtheperiodinaggregatedoesnotexceed15days-thevalue

shallbetakenasnil.

(ii)Inanyothercase,thevalueshallbetaken24%ofsalarypaidorpayablefor

thepreviousyear

(fortheperiodduringwhichsuchaccommodationisprovided)ortheactual

chargespaidorpayabletosuchhotel,whicheverisless.

From theabovevalue,ifanyamountispaidorpayablebytheemployeeshall

bereducedandthebalanceshallbethevalueofperquisite.
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(d)Accommodationprovidedatsite:

Wheretheaccommodationisprovidedto anemployeeworkingata

miningsiteoranonshoreoilexplorationsiteoraprojectexecutionsiteora

dam siteorapowergenerationsiteoranoff-shoresitewhich:

(i)beingoftemporarynatureandhavingplinthareanotexceeding800square

feet,is located notless than 8 k.m.awayfrom the locallimits ofany

municipalityorcantonmentboard;or

(ii)islocatedinaremotearea,thevalueofsuchaccommodationshallbe

takenasnil.

(e)Accommodationatthetimeoftransfer:

Whereonaccountoftransferofanemployeefrom oneplacetoanother,

heisprovidedwithaccommodationatthenew placeofpostingwhilehe

retainstheaccommodationattheotherplace,thevalueofperquisiteshallbe

takenforoneaccommodationwhichhaslowervalue.

2.VALUATIONOFMOTORCAR

(1)Carownedorhiredbytheemployer.Carisusedwhollyandexclusivelyin

theperformanceofhis officialduties.

Valueshallbetakenasnilprovidedtheprescribedconditionsaresatisfied.
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(2)Carowned byemployerand itisused exclusivelyfortheprivateor

personalpurposesofthe employeeoranymemberofhishousehold:

Actualamountofexpenditureincurredontherunningandmaintenanceof

motor car xxxxx

Add:(i)Remuneration,ifany,paidtothechauffeur(driver)

xxxxx

(ii)Depreciation@ 10%p.a.oftheactualcostofthemotorcar

xxxxx

xxxxx

Less:Amountchargedfrom theemployeeifany

xxxxx

Valueofperquisite

xxxxxx

(3)Caristakenonleaseanditisusedexclusivelyfortheprivateorpersonal

purposesofemployeeor anymemberofhishousehold:

Amountspentonrunningandmaintainingthecar xxxx

Add:Remuneration,ifany,paidtothechauffeur(driver) xxxx

xxxxxx

Less:Amountchargedfrom theemployee xxxx

Valueofperquisite xxxxxx

(4)Carownedorhiredbyemployer.Carisusedpartlyintheperformanceof

dutiesandpartlyfor private orpersonalpurposes ofemployee orany

memberofhishousehold:



24

(a)Iftheentireexpensesofmaintenanceandrunningofthemotorcarare

bornebytheemployer:

(i)Smallcar(Cubiccapacityofengineofthecardoesnotexceed1.6litre)

Rs.1,800p.m.

(ii)Largecar(Cubiccapacityofengineofthecarexceeds1.6litre)

Rs.2,400p.m.

Ifchauffeurisalsoprovided,addRs.900p.m.

(b)Iftheexpensesofmaintenanceandrunningforhisprivateorpersonal

purposearemetbythe assessee(i.e.,theemployee):

(i)SmallcarRs.600p.m.

(ii)LargecarRs.900

Ifchauffeurisalsoprovided,addRs.900p.m.

(5)Employeeusesmorethanonecarforprivatepurposes:

Wheremorethanonemotorcarisownedorhirebytheemployerandthe

employeeoranymemberofhishouseholdisallowedtheuseofsuchmotor

cars(otherwisethanwhollyandexclusivelyintheperformanceofduties),the

valueofperquisiteshallbe:

a)Inrespectofonecar:

(i)SmallcarRs.1,800p.m.(ii)LargecarRs.2,400p.m.

Ifchauffeurisalsoprovided,addRs.900p.m.

b)Inrespectofothercar/cars:

Assumingthecar/carsisusedexclusivelyforprivatepurposesandthe

valueshallbedeterminedasdiscussedin2ifthecarisownedbythe

employerorasdiscussedin3ifthecaristakenonleasebytheemployer.
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(6)Carownedbytheemployee;

(a)The actualrunning and maintenance charges (including chauffeur’s

remuneration)aremetorreimbursed by the employer and such

reimbursementisfortheuseofthecarwhollyandexclusivelyforofficial

purposes-Valueshallbetakenasnilprovidedtheprescribedconditionsare

satisfied.

(b)Where reimbursementofexpenses ofthe caris whollyforpersonal

purposesoftheemployeeoranymemberofhishousehold-Valueshallbe

takenequaltoamountreimbursed.

(c)Where reimbursementofexpenses ofthe caris partly forofficial

purposesandpartlyofpersonalpurposesoftheemployeeoranymemberof

hishousehold:

(i)Smallcar-Thevalueofperquisiteshallbetheactualamountofexpenditure

incurredbytheemployerlessRs.1,800p.m.+Rs.900p.m.forchauffeur,if

any,providedtheprescribedconditionsaresatisfied.

(ii)Large car– The value ofperquisite shallbe the actualamountof

expenditureincurred byemployerlessRs/.2,400 p.m.+ Rs.900 p.m.for

chauffeur,ifany,providedtheprescribedconditionsaresatisfied.

PrescribedConditions:Whereitisclaimedthatvehicleisusedwhollyand

exclusivelyintheperformanceofofficialdutyortheactualexpenseson

runningandmaintenanceofthevehicle,ownedbytheemployee,forofficial

purposesaremorethanprescribedamount(CarRs.1,800/Rs.2,4000p.m.as

thecasemaybeandotherautomotiveRs.900p.m.),thefollowingdocuments

shouldbemaintained:
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(a)Completedetailsofjourneyundertakenforofficialpurposewhichmay

includedateof journey,destination,mileageandtheamountof

expenditureincurred.

(b)Acertificateoftheemployertotheeffectthattheexpenditurewas

incurredwhollyand exclusivelyfortheperformanceofofficial

duties.

3.SWEEPER,GARDNER,WATCHMANORPERSONALATTENDANT

Wheretheemployerprovidestohisemployeeorhishouseholdservices

ofasweeper,aGardner,awatchmanorapersonalattendant,thevalueofthe

perquisiteshallbethetotalamountofsalarypaidorpayablebytheemployer

oranyotherpersononhisbehalf,lesstheamountpaidbytheemployeefor

suchservices.

4.GAS,ELECTRICENERGYORWATER

(i)Wheretheemployerprovidesgas,electricenergyorwaterforhousehold

consumptionoftheemployee,thevalueofthebenefitshallbetheamountpaid

onthataccountbytheemployertotheagencysupplyingthegas,electric

energyorwater.

(ii)Where such supplyis made from resources owned bythe employer

(withoutpurchasing them from any otheroutside agency),the value of

perquisiteshallbethemanufacturingcostperunitincurredbytheemployer.

However,inboththecases,ifemployeeispayinganyamountinrespect

ofsuchservices,theamountsopaidshallbedeductedfrom theaforesaid

value.
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5.EDUCATIONFACILITY

(A)Whereaneducationalinstitutionisitselfownedandmaintainedbythe

employerorwhere free educationalfacilities are allowed in any other

educationalinstitutionbyreasonofhisbeinginemploymentofthatemployer,

thevalueshallbe:

(a)Educationfacilityprovidedtochildrenoftheemployee:

(i)ifthecostofsucheducationorthevalueofsuchbenefitperchilddoesnot

exceedsRs.1,000p.m.-Nil

(ii)ifcostorvalueexceedsRs.1,000p.m.–Costofsucheducationinasimilar

institutioninornearthelocalitylesstheamountrecoveredfrom theemployee.

(b)Educationfacilityprovidedinanyothereducationalinstitution:

Costofeducationinsimilarinstitutioninornearthelocalitylesstheamount

recoveredfrom theemployee

(B)Educationfacilityprovidedinanyothereducationalinstitution:Education

facilityprovidedtothechildrenoftheemployeeorotherhouseholdmembers–

Thevalueshallbetheexpenditureincurredbytheemployer.

6.TRASNSPORTFACILITIES

Whereanundertakingisengagedinthecarriageofpassengersorgoods

anditprovidestoanyemployeeortoanymemberofhishouseholdforprivate

journeyfreeofcostoratconcessionalfare,inanyconveyanceowned,leased

ormadeavailablebyanyotherarrangementbytheundertakingforthepurpose
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oftransportofpassengersorgoods–Thevalueofthebenefitoramenityshall

bethevalueatwhichsuchbenefitoramenityisofferedbytheundertakingto

thepublic.

Ifanyamountispaidorrecoveredfrom theemployeeforsuchbenefitor

amenity,itshallbedeductedfrom theaforesaidvalue.

Note:IncaseofanemployeeofanAirlineortheRailways,thevalueof

transportfacilityshallbeexempt.

7.INTERESTONFREELOAN

 Interestonloangiventoemployeebytheemployerisexemptedifthe

loanamountislessthanRs.20,000

 IftheloanamountismorethanRs.20,000,theprevailingSBIrateshave

tobetakenforcalculatingperquisites.Iftherateofinterestchargedby

theemployerisbelowSBIrates,thenthedifferenceintherateistaken

asperquisites.

8.FREEFOOD,etc

Thevalueoffreefood and non-alcoholicbeveragesprovided bythe

employertoanemployeeshallbeasunder:

a)Teaandsnacksprovidedduringworkinghours–nil.

b)Freefoodandno-alcoholicbeveragesprovidedduringworkinghoursina

remoteareaoranoff-shoreinstallation–nil

c)Freefoodandnon-alcoholicbeveragesprovidedduringworkinghoursat

theofficeorbusinesspremisesorthroughpaidvoucherswhicharenot

transferableandusableateatingjoints,thevaluethereofshallbethe

amountofexpenditureincurredbytheemployeeasreducedbyi)the

amountpaidorrecoveredfrom theemployee,andii)Rs.50permeal.

9.GIFT
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Thevalueofanygiftorvoucherortokeninlieuofwhichsuchgiftmaybe
receivedbytheemployeeorbyamemberofhishouseholdonceremonial
occasionsorotherwiseshallbesum equaltotheamountofsuchgift.

Where the giftsare given to the employees on socialand religious
occasionslikeDiwali,Christmas,Newyear,theanniversaryoftheorganization,
et.,suchgiftsuptoRs.5,000intheaggregateduringthepreviousyearwould
beexempt,beyondwhichitwouldbetaxedasperquisite.

However,giftsmadeincashorconvertibleintocash,likegiftchequeetc.,
shallnotbeexempt.

PROFITINLIEUOFSALARY

Profitinlieuofsalaryincludesthefollowing:

1)Theamountofanycompensationduetoorreceivedbyanassesseefrom

hisemployerorformeremployerinconnectionwiththeterminationofhis

employmentorthemodificationofthetermsandconditionsrelatingto

thereto.

2)Anypaymentduetoorreceivedbyanassesseefrom anemployerora

formeremployer.Whereanemployergivestohisemployeeanysum by

wayofpersonalgiftandnotinappreciationofhisservices,itisnot

taxableinthehandsoftheemployee.

3)Anypaymentmadefrom unrecognizedprovidentfundorotherfundwill

beincludedonlytotheextentofemployer’scontributionsandinterest

thereon.Interestonemployee’sowncontributionisalsotaxablebutitwill

betaxedunderthehead‘Incomefrom OtherSources’andnotassalary

income.

4)AnypaymentreceivedunderaKeymanInsurancePolicyincludingthe

amountofbonus.
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5)Anyamountdueorreceived(whetherinlump-sum orotherwise)byan

assesseefrom anyperson.

 Beforejoininganyemploymentwiththatperson;or

 Aftercessationofhisemploymentwiththatperson.

Deductions

Theincomechargeableunderthehead‘Salaries’shallbecomputedafter

makingthefollowingdeductions:

1)StandardDeductionuptoRs.40000[Sec.16(ia)

2)EntertainmentAllowance[Section16(ii)]

3)EmploymentTax[Section16(iii)]

1)EntertainmentAllowance:Amountgrantedasentertainmentallowanceto

anemployeebyhisemployerisincluded underthehead‘Salaries’andthen

thefollowingdeductionisallowedinthisconnection:

a)InthecaseofaGovernmentemployee:

1.Amountreceived;

2.1/5ofbasicsalary;

3.Rs.5,000whicheverisless

b)Inthecaseofanyotheremployee:Nil
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Note:Any entertainmentexpenses incurred by the employee

(whethergovernmentemployeeornon-governmentemployee)is

nottakenintoconsiderationatall.

2)TaxonEmployment:Anysum paidbytheassesseeonaccountofataxon

employment,leviablebyorunderanylaw,isallowableasdeduction.

Notes:(1)Iftheamountofemploymenttaxhasbeenpaidbytheemployer,it

willbeaddedinsalaryincomeandthenthedeductionwillbeallowed.

(i)(i)

(ii)Amou

(i)

(iii)

(iv)


