S O P FOR SALAY RETURN 
Basis of Determining status of Income under the Head of Salary :- 

It will mainly depend upon two aspects :  

· Payee Payer Relationship

· Income from holding of an Office
· Place of rendering Services
Such Payer Payee Relationship will mainly include Employer and Employee relationship but specifically exclude the following :
(1) Principal and Agent

(2) Contractor and Contractee

(3) Contractor and Subcontractor 

Definition of Salary :-

            Salary for the purpose of Income Tax will be Salary as defined in Section 17 of the Income Tax Act,1961.It will mainly include :
· Wages

· Annuity or Pension

· Gratuity

· Bonus 

· Any Fees, Commissions, Perquisites Or Profits in lieu of or In Addition to Any Salary Or Wages
· Any Advance , Past , Arrears of Salary from Present  , Past and Future Employer
· Any other allowances and perquisite by whatever name called and whether paid in cash or kind
· Any contribution made to Provident Fund
· Any payment received in the form of Voluntary Retirement Scheme or as Full and Final Settlement in connection with the termination of his employment
· ESOP  
Provided it will specifically exclude 

· Stipend

· Casual Salary
· Any such sum received by partner of Partnership Firm 
· Advance against salary

Chargeability of  Salary :-
	Employee
	Who is the Employer
	Where the Service rendered
	Is it taxable in India ?

	
	
	
	Salary
	Allowance Perquisite

	Case 1:- Indian Citizen 

( Resident or Non-Resident) 
	Government of India
	Outside India
	Yes
	No

	Case 1:- Non Resident

( but not covered by Case 1)
	Any
	Outside India
	No
	No

	Case 1:- Resident and Ordinarily Resident

( but other than Case 1)
	Any
	Anywhere
	Yes
	Yes


Other Charges on the Salary :-  
(D) Professional Tax
Governing Statue : The Gujarat Professional Tax Act,1976
Applicability : 
                      It will be charged on the Gross salary received by the employee from the employer in the nature of any profession, trade, calling or employment in the State of Gujarat and includes 
              - Hindu Undivided Family, 

              - Firm, 

              - Company, Corporation or Other Corporate Body, 

              - Any Society, Club or Association
but it specifically excludes 
· Any person who earns wages on a casual basis or Stipend.
· A Person above age of 65 Years ( Notification u/s 26(A) )
Rates for Professional Tax :

 Rates applicable for the Professional Tax ( From 1st April,2008 ) are as under :
(a) For Employee :

	Sr. No.
	Salary1 / Wages Range
	Professional Tax Applicable (Rs.)

	1
	0-2999
	0

	2
	3000-5999
	20

	3
	6000-8999
	80

	4
	9000-11999
	150

	5
	12000 & Above
	200


   As per The Gujarat Professional Tax Act,1976

Salary for this purpose means :

            - Pay or wages, 

            - Dearness allowance and 

            - All other remunerations received by any person on regular 

               basis, whether payable in cash or kind. And 

            - Also include perquisites, and profits in lieu of Salary as defined 

               in section 17 of the Income-tax Act, (43 of 1961). 

               [but does not include any form of Bonus or Gratuity]

(D) For Employer :

               For Employer Professional Tax Rate applicable is Rs. 2500 for 6 months which will amount to Rs. 5000 for a year.

Due Date of Remittance of Contribution :  

a. Having Less than 20 Employees :- 15th of next month after end of every Quarter

b. Having more than 20 employees :- 15th of next month after end of every month

(ii)  Provident Fund 
Governing Statue : The Employees Provident Fund And Miscellaneous Provisions Act 1952
Applicability :  It will be Applicable for the following undertaking

(a) Every factory engaged in any industry specified in Schedule 1 in which 20 or more persons are employed,
(b)  Every other establishment employing 20 or more persons or class of such establishment which the central government may notify,
(c) Any other establishment so notified by the central government even if employing less than 20 persons.

Eligibility : 
(a) Employee having salary not exceeding Rs. 6500 per month:-                   
                           An employee is Eligible ( having Mandatory requirement ) for Membership of the Fund.

(b) Employee having salary in excess of Rs. 6500 per month:-       
                                        It is on the discretion of an employee for Membership of the 
            Fund ( Not having Mandatory Requirement ). In this case Employer’s contribution will 
            remain for salary up to Rs. 6500 per month only ( i.e. Rs. 780 per month (6500*12%) ).
Note :-  Salary for this purpose means total value of 

                       - Basic Salary & 
                       - Dearness Allowance
Rate of Contribution :
                    Rate of contribution is 12% on Basic pay & dearness allowance for both 

· Employee  & 

· Emplyer 
Due Date of Remittance of Contribution :- 15th of every next month
(iii) Employee State Insurance Scheme 
Governing Statue : Employees’ State Insurance Act, 1948
Applicability :  It will be Applicable for the following undertaking

(a) All factories (including Government factories but excluding seasonal factories) employing 10 or more persons and carrying on a manufacturing process with the aid of power 

(b) Factories employing 20 or more persons and carrying on a manufacturing process without the aid of power and 

(c) Other establishments as the Government may specify
Eligibility :  Every employee (including casual and temporary employees), whether employed directly or through a contractor, who is in receipt of wages upto Rs. 10,000/- p.m. is entitled to be insured under the E.S.I. Act. 
However, apprentices engaged under the Apprentices Act are not entitled to the E.S.I. benefits.
Rate of Contribution :

a. For Employees :- 1.75% of their wages
b. For Employer:- 4.75% of the wages paid/payable in respect of every wage period
Due Date of Remittance of Contribution :  Within 1 month from the month of Contribution
(iv) Gratuity 

Governing Statue : Payment Of Gratuity Act, 1972
Applicability :  It will be Applicable for the following undertaking

(a) Every Factory (as defined in Factories Act),Mine, Oilfield, Plantation, Port & Railway.
(b) Every shop or establishment to which shops & establishment act of a state applies in which 10 or more persons are employed at any time during the year end.
(c) Any establishment employing 10 or more persons as may be notified by the central government.
Eligibility :  Gratuity is payable to an Employee, if he has rendered continuous service for not less than 5 years.
                     However, when an employee terminates his employment due to death/disablement, the completion of continuous service of 5 years is not necessary.
Payment of Gratuity : Gratuity shall be payable to an employee

· On his superannuating.

· On his retirement or resignation.

· On his death or disablement due to accident or disease.
Amount of Gratuity :  

a. Having Seasonal Establishment :-  7 days for each season for each year services                

                                                     Rendered
b. Having Any Other Establishment :- 15 days for every month for each year services                

                                                        rendered
                                                        ( Working for more than 6 months amount to 

                                                          completed year )
Note  :- However such amount should not exceed Rs. 3,50,000/- in total.

(v) Bonus
Governing Statue : Payment Of Bonus Act 1965
Applicability :  It will be Applicable for the following undertaking

(a) Every factory,
(b) Every other establishment in which 20 or more person’s are employed on any day during the accounting year. 

Eligibility :  An employee shall be entitled to Bonus if he has worked for not less than 30 working days in the year and his salary does not exceed Rs.10,000/-per month.
Minimum and Maximum amount of Bonus :

a. Minimum Bonus   :-   8.33% of the salary or Rs.100/-

b.  Maximum Bonus  :-  20.00% of the salary
( Such value of Bonus will be proportionately reduced if person has not worked for the all  

  working days in a year )

Note :-  Salary for this purpose means total value of 

                       - Basic Salary & 
                       - Dearness Allowance

Disqualification for Bonus :  An employee shall be disqualified to receive bonus if he is 
 dismissed from the service for
· Fraud.

· Riotous or violent behavior.

· Theft or misappropriation of cash or goods.
Deductions available with regard to Allowances and Perquisites under the head Salary :-

(D) Entertainment Allowances u/s 16(ii) :
               Any such allowances available to the assessee who is in receipt of salary from the government will be allowed exemption of sum equal to lower of following three :
· 1/5th of Total Salary
· Rs. 5000
·  Actual amount of Entertainment Allowance                        

(B) Professional Tax: U/s 16(iii) :
            Professional tax deducted by an employer is allowed as deduction 

    equal to the amount of Tax paid.
As per The Gujarat Professional Tax Act,1976
Salary for this purpose means :

            - Pay or wages, 

            - Dearness allowance and 

            - All other remunerations received by any person on regular 

               basis, whether payable in cash or kind. And 

            - Also include perquisites, and profits in lieu of Salary as defined 

               in section 17 of the Income-tax Act, (43 of 1961). 

               [but does not include any form of Bonus or Gratuity]

( Here Casual salary and Stipend will not covered )

 ©  Allowances those are partly deductible :
(1) House Rent Allowance u/s 10(13A)
   Exemption is lower of following
                          (a)  Allowance actually received

                          (b)  Rent paid in excess of 10% of salary

                          ©   40% of salary

                  Note :-  1. Salary for this purpose means total value of 

                          - Basic Salary & 
                          - Dearness Allowance

                                2. Here No Exemption shall be available if Rent paid does not exceed 10% 

                                   of total Salary 
(D) Other Allowances u/s 10 (14)
	Sr. No.
	Name of Allowances
	Nature of Allowances
	Exempt value of Allowances

	1
	Travelling Allowances/ Transaction Allowances 
	An Allowance to meet his expenditure for the purpose of communicating between his residence and the place of duty
	Rs. 800 per month
( Rs. 1600 per month if an employee is blind or orthopedically handicapped)

	2
	Allowance for Transport Employees
	An allowance granted for working in any transport company to meet his/her personal expenditure. 
	Lower of two:
(i) 70 % of Allowances value

(ii) Rs. 6000 per month

	3
	Children Education Allowance
	An allowance given for children’s education 
	Rs. 100 per month per child ( Max. up to 2 child allowed )

	4
	Hostel Expenditure Allowance
	An allowance given to meet children’s hostel expenditure
	Rs. 300 per month per child ( Max. up to 2 child allowed )

	5
	Underground Allowance
	An allowance given to an employee working in uncongenial, unnatural climate in underground mine
	Rs. 800 per month


Note :- Here we have to consider that if an employee has not worked for the full year allowance will be given proportionately only for the month worked or any part of the month worked.

· However in any case the value of exempt allowance should not exceed the amount of actual expenditure incurred.
(D)  Allowances those are fully deductible on actual expenditure by an Employee u/s 10:
	Sr. No.
	Name of Allowances
	Nature of Allowances

	1
	Attendant/Helper Allowance 
	An Allowance to meet expenditure on a helper where such helper is engaged for the performance of official duties 

	2
	Research Allowance
	An allowance given for encouraging the academic research expenditure and other professional pursuits. 

	3
	Uniform Allowance/ Washing Allowance
	An Allowance to meet expenditure on the purchase or maintenance of uniform for wear during the performance of duties of an office.

	4
	Leave Travel Concession
	Here Expenses reimbursed by the employer with regard to the expenditure incurred on personal tour and travelling of employee   
( Note :- Here expenses in connection to Travelling Fare               

              will be only eligible, Incidental expenses, boarding 

              & lodging expenses will not be covered.
             - Here such expenses will be allowed only for two 
               years in the block of four years from 01.04.1989.
             - From the Applicability of Finance Act,2002 it is 

                only available to Citizen of India )

	5
	Daily Allowances
	Here expenses actually spent by the employee on the performance of his duties or to meet the personal expenses or daily expenses while on tour.


Note :- Any amount paid in form of Scholarships for the talents and intelligence to meet the cost of education is 100% exempt u/s 10(16) of Income Tax Act,1961.

(E)  Allowances those are fully taxable:
	Sr. No.
	Name of Allowances
	Nature of Allowances

	1
	Tiffin Allowance 
	An Allowance to meet expenditures incurred on Tiffin service / Food services

	2
	Fixed Medical Allowance
	An allowance given to meet the expenditure incurred on employee and his/her family members

	3
	Servant / Gardener Allowance
	An Allowance to meet expenditure on a gardener or servant where such helper is engaged for the personal purpose.


 (F) Perquisites: 
                Chargeability and Allowability of Perquisites will be as per the norms prescribed under the Income Tax Act, 1961. 
( As per my early uploded file )

Other Deductions available under the head Salary :-

(A) Section 80C,80CCA,80CCB & 80CCC  
        Here Aggregate amount of maximum deduction available will be Rs. 1,00,000/- 
Deduction will be on investment / payment of following :
I. Life Insurance premium
Note :-  It will be allowed for - Individual (Self, Spouse Children)
· HUF ( Members)
- Amount of Premium paid should not exceed 20% of total Policy 
   Value
II. Contribution in P.F by an employee on actual basis

III. Subscription to NSC ( Only Individual is eligible )
IV. Accrued Interest for the first 5 years.
V. Contribution to tax saving mutual fund like UTI (Only Individual is eligible)
VI. Sum paid as tuition fees for full time education of children (It will specifically not covered Admission Fees)
VII. Repayment of principal amount of home loan for purchase/construction of a house.
(Note :- It can be allowed only if no deduction is claimed u/s 24(b) ) 

VIII. Any tax saving fixed deposit , must be invested for at least 5 years.

IX. PPF for Self, children, Spouse(In case of HUF any member of the family).
X. Annuity Plan ( Individual , Spouse, Children )

XI. ULIP for Self, children, Spouse(In case of HUF any member of the family).
Note :-  Here such investment or deposit will qualify only if the actual payment is made on or before the end of financial year for which income belongs to
·  Here in certain investment it will be required to hold for the period         

     mentioned below:
	Sr. No.
	Nature of Investment/ Deposit
	Minimum Holding Period

	1
	ULIP
	5

	2
	Life Insurance Premium
	2

	3
	Cost of purchase/ Construction of residential house property including repayment of loan
	5

	4
	Deposit under Senior Citizen Saving Scheme
	5

	5
	Time deposit in Post office
	5


(If such Investment as above stated is withdrawn then deduction u/s 80C will be revoked and will be taxable in the year )
(B)  Section 80D: - Deduction in respect of Mediclaim Premium

· Maximum deduction is Rs.15,000 other than for a senior citizen
· In case of paid for senior citizen maximum deduction available will be of Rs. 20,000, 
Note :- Such Deduction will be available on incurrence of actual expenditure only.

           - It must not be paid by cash.

           - Medical policy should be in name of individual, spouse ,children dependable 
              parents, brother/(s) or sister/(s)
(C) Section 80U: - Deduction in respect of Self Disability    
                    For claiming deduction u/s 80U certificate for disability should be obtain.

          from medical authority.  

· Deduction allowable to individual Rs. 50,000 and in case of serious disability 

 deduction Rs.75000 allowable

(D) Section 80DD: - Deduction in respect of Disability of Dependent Relative    
                 In case of depend family member deduction u/s 80DD can be claim for disability and certificate should be obtain from medical authority 

· Deduction allowable to individual Rs. 50,000 and in case of serious disability 

deduction Rs.75000 allowable 
                     (Note: Deduction U/s 80D to 80U is based on actual payment basis)    
(E) Section 24(b):- Interest on Housing Loan
· Interest on borrowed capital is allowable as deduction u/s 24(b)
· If interest is paid for new house property purchased after 01-04-1999, then maximum of Rs./- 150000/-  shall be allowable as deduction U/s 24(b) as payment of interest on borrowed capital 
· If Interest is paid for Re-construction, Repairs then maximum of Rs./- 30000/- shall be allowable as deduction U/s 24(b) as payment of interest on borrowed capital
· No Deduction u/s 24(b) will be allowed if the same is considered u/s 80C

                     Note: Deduction U/s 24(b) is based on actual payment basis   
  Other Care should be take for computing Income under the head Salary :-

 (a)  Round of income in multiple of Rs.10 u/s 288(A) Rounding of tax payable    &                 
refund due in multiple of Rs. 10 u/s 288 (B) Form 16 to be issued latest by 30th April from the end of Financial Year for which this income belong.
 (b) When the salary exceeds Basic Exemption Limit Form no.16 should be accompanied by  
      Form no.12 BA (Perquisites)  
(c) Loss from capital gain of the same Financial Year will not be allowed to set off against the Income from the head of Salary.
Vishrut Shah                                                      For any Suggestion or for any Querry mail me

Ca Final                                                                                              vishrut1303@yahoo.com


