Income Tax 
Circular 07/2007

As  Diwali has been knocking Income tax department has also sweeten the mouth by issuing notification 07/2007 ,dated 23/10/2007 which has provided way in case excess T. D.S has been deducted under section 195 .

The above refund will be allowed only if refunded is due to below condition & T. D.S has already been deposited by claimant in bank 

a)
The contract is cancelled and no remittance is made to the non-resident;

b)
The remittance is duly made to the non-resident, but the contract is cancelled. In such cases, the remitted amount has been returned to the person responsible for deducting tax at source;

c)
The contract is cancelled after partial execution and no remittance is made to the non-resident for the non-executed part;

d)
The contract is cancelled after partial execution and remittance related to non-executed part is made to the non-resident. In such cases, the remitted amount has been returned to the person responsible for deducting the tax at source or no remittance is made but tax was deducted and deposited when the amount was credited to the account of the non-resident;

e)
There occurs exemption of the remitted amount from tax either by amendment in law or by notification under the provisions of Income-tax Act, 1961;

f)
An order is passed under section 154 or 248 or 264 of the Income-tax Act, 1961 reducing the tax deduction liability of a deductor under section 195;

g)
There occurs deduction of tax twice from the same income by mistake;

h)
There occurs payment of tax on account of grossing up which was not required under the provisions of the Income-tax Act, 1961;

i)
There occurs payment of tax at a higher rate under the domestic law while a lower rate is prescribed in the relevant double taxation avoidance treaty entered into by India.

As the amount deducted as tax under section 195 and paid to the credit of the Government therefore belongs to the deductor.

Upto now that i.e. before this notification comes into existence the situation was that, a refund was given only on a claim being made by the non-resident with whom the transaction was intended or in terms of Circular No. 790 dated 20th April, 2000. This was undue hardship to deductor.

The matter has been considered by the Board. In the type of cases referred to above, where no income has accrued to the non-resident due to cancellation of contract or where income has accrued but no tax is due on that income or tax is due at a lesser rate, the amount deposited to the credit of Government to that extent under section 195, cannot be said to be tax.

It has been decided that, this amount can be refunded, with prior approval of the Chief Commissioner of Income-tax or the Director General of Income-tax concerned, to the person who deducted it from the payment to the non-resident, under section 195


.

Since the refund is not a tax no interest on refund will be payable 
Refund to the person making payment under section 195 is being allowed as income does not accrue to the non-resident or if the income is accruing no tax is due or tax is due at a lesser rate. The amount paid into the Government account in such cases to that extent, is no longer tax. In view of this, no interest under section 244A is admissible on refunds to be granted in accordance with this circular or on the refunds already granted in accordance with Circular No. 769 or Circular No. 790


Assessing officer has option to adjust the refund against tax payable
Refund is subject to undertaking by Deductor & no return has been filed
A refund in terms of this circular should be granted only after obtaining an undertaking that no certificate under section 203 of the Income-tax Act has been issued to the non-resident. In cases where such a certificate has been issued, the person making the refund claim under this circular should either obtain it or should indemnify the Income-tax Department from any possible loss on account of any separate claim of refund for the same amount by the non-resident.


A refund in terms of this circular should be granted only if the deductee has not filed return of income and the time for filing of return of income has expired

If refund is allowed corresponding expenses will be disallowed by assessing officer.

Time limit for making application for refund

Two years from the end of the financial year in which tax is deducted at source
This Circular is issued in supersession of the Circular No.790/2000 dated 20th April, 2000.

CIRCULAR NO. 6/2007, DATED 11-10-2007

History

Assessing Officers have disallowed the claim of harvesting and transportation expenses incurred by the Co-operative sugar mills for procuring sugarcane from farmers, who are members of such Co-operative Sugar Mills and who are bound under an agreement to supply the sugarcane exclusively to the concerned sugar Mill.

Changes

These expenses are incurred by the Sugar Mills for ensuring an adequate and sustained supply of freshly cut sugarcane that is an essential input for the continuous running of such Mills. These expenses are, therefore; incurred for a commercial expediency and are prima facie wholly and exclusively for the purpose of business. Such expenses are, therefore, allowable in the computation of the income of the Co-operative Sugar Mills.
Impact the above expenses will be allowed

NOTIFICATION NO. 263/2007, DATED 22-10-2007

Sitaram Bhartia Institute of Science and Research, Kolkata, has been approved by the Central Government for the purpose of clause (ii) of sub-section (1) of section 35 of the Income-tax Act, 1961 (said Act), read with Rules 5C and 5E of the Income-tax Rules, 1962 (said Rules), with effect from 1-4-2006 in the category of other Institution, partly engaged in research activities
Accordingly payment to above institution will be eligible for deduction (amount equal to one and one-fourth times of any sum paid]as sum paid  to a scientific research association which has as its object the undertaking of scientific research
New valuation rule has been notified for valuation of sweet equity share for the payment of Fringe benefit Tax- Notification NOTIFICATION NO. 264/2007, DATED 23-10-2007

Valuation of specified security or sweat equity share being a share in the company
Fair value of above security shall be determined on date on which option in above security vest in employee as per provision of sub rule (2) & rule (3)

In case share are listed on recognised exchange the value shall be average of opening & closing price of share on that date  

Provided that where , on the date of vesting of option ,share is listed on two exchange ,fair value will be average of opening 7 closing  price on exchange which recorded highest trading volume on that date

  In case there is no trading on that date on any exchange fair value will be 

1) Closing price of share on date closest to the date of vesting of option & immediately preceding such date  
2) In case share is traded on more recognised exchange Closing price of share on date closest to the date of vesting of option & immediately preceding such date  on exchange which recorded highest volume

In case share is not listed 

Fair market value shall be such value of the share in the company as determined by a merchant banker on the specified date

4) For the purpose of this rule,- 

(a)          
Closing price of a share on a recognised stock exchange on a date shall be the price of the last 
settlement on such date on such stock exchange: 



Provided that where the stock exchange quotes both buy and sell prices, the closing price

shall be the sell price of the last settlement.

(b)         
merchant banker means category I merchant banker registered with Security and Exchange Board of India established under section 3 of the Securities and Exchange Board of India Act, 1992 (15 of 1992);

(c)         
 Opening price of a share on a recognised stock exchange on a date shall be the price of the first settlement on such date on such stock exchange:

Provided that where the stock exchange quotes both buy and sell prices, the opening price shall be the sell price of the first settlement.


(d)         
recognised stock exchange shall have the same meaning assigned to it in clause (f) of section 2 of the Securities Contracts (Regulation) Act, 1956 (42 of 1956);

(e)          
specified date means,-

(i)            the date of vesting of the option; or
(ii)  

Any date earlier than the date of the vesting of the option, not being a date which is more    than 180 days earlier than the date of the vesting; 

(f) 
equity share shall have the meaning assigned to it in section 85 of the Companies Act, 1956 (1 of 1956).
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Notification 265
Hari Shankar Singhania Elastromter & Tyre Research Institute, Rajasthan has been approved by the Central Government for the purpose of clause (ii) of sub-section (1) of section 35 of the Income-tax Act, 1961 (said Act), read with Rules 5C and 5E of the Income-tax Rules, 1962 (said Rules), with effect from 1.4.2004 in the category of other Institution, partly engaged in research activities subject to the following conditions, namely:

Accordingly payment to above institution will be eligible for deduction (amount equal to one and one-fourth times of any sum paid]as sum paid  to a scientific research association which has as its object the undertaking of scientific research
NOTIFICATION NO. 266/2007, DATED 30-10-2007

Northern India Textile Research Association, Ghaziabad (UP) has been approved by the Central Government for the purpose of clause (ii) of sub-section (1) of section 35 of the Income-tax Act, 1961
Accordingly payment to above institution will be eligible for deduction (amount equal to one and one-fourth times of any sum paid]as sum paid  to a scientific research association which has as its object the undertaking of scientific research
NOTIFICATION NO. 267/2007
Institute of Pulmocare & Research, Kolkata has been approved by the Central Government for the purpose of clause (ii) of sub-section (1) of section 35 of the Income-tax Act, 1961
Accordingly payment to above institution will be eligible for deduction (amount equal to one and one-fourth times of any sum paid]as sum paid  to a scientific research association which has as its object the undertaking of scientific research
 

 NOTIFICATION NO. 268/2007
The Baba Jaswant Singh Trust, New Delhi has been approved by the Central Government for the purpose of clause (ii) of sub-section (1) of section 35 of the Income-tax Act, 1961
Accordingly payment to above institution will be eligible for deduction (amount equal to one and one-fourth times of any sum paid]as sum paid  to a scientific research association which has as its object the undertaking of scientific research
	Sl No.
	Circumstances
	Where accommodation is unfurnished
	Where accommodation is furnished

	(1)
	(2)
	(3)
	(4)

	(1)
	Where the accommodation is provided by the Central Government or any State Government to the employees either holding office or post in connection with the affairs of the Union or of such State or serving with any body or undertaking under the control of such Government on deputation.
	License fee determined by the Central Government or any State Government in respect of accommodation in accordance with the rules framed by such Government as reduced by the rent actually paid by the employee.
	The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment) or if such furniture is hired from a third party, the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

	(2)
	Where the accommodation is provided by any other employer and-
 

(a) where the accommodation is owned by the employer, or

 

 

 

 

 

 

 

 

 

 

 

(b) where the accommodation is taken on lease or rent by the employer.

 
	(i) 15% of salary in cities having population exceeding 25 lakhs as per 2001 census;
(ii) 10% of salary in cities having population exceeding 10 lakhs but not exceeding 25 lakhs as per 2001 census;

(iii) 7.5% of salary in other areas,

in respect of the period during which the said accommodation was occupied by the employee during the previous year as reduced by the rent, if any, actually paid by the employee.

 

Actual amount of lease rental paid or payable by the employer or 15% of salary whichever is lower as reduced by the rent, if any, actually paid by the employee.
	The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment or other similar appliances or gadgets) or if such furniture is hired from a third party, by the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

 

 

 

 

The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment or other similar appliances or gadgets) or if such furniture is hired from a third party, by the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

	(3)
	Where the accommodation is provided by the employer specified in serial number (1) or (2) in a hotel (except where the employee is provided such accommodation for a period not exceeding in aggregate fifteen days on his transfer from one place to another)
	Not applicable
	24% of salary paid or payable for the previous year or the actual charges paid or payable to such hotel, which is lower, for the period during which such accommodation is provided as reduced by the rent, if any, actually paid or payable by the employee.


(ii)
after sub-rule (1), the following sub-rule shall be inserted and shall be deemed to have been inserted with effect from 1st April, 2008, namely:-
 

(2) (A) The value of perquisite provided by way of use of motor car to an employee by an employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be determined in accordance with the following Table, namely:-
 

	Sl. No.
	Circumstances
	Where cubic capacity 8/L3of engine does not exceed 1.6 litres
	Where cubic capacity of engine exceeds 1.6 litres

	(1)
	(2)
	(3)
	(4)

	(1)
	Where the motor car is owned or hired by the employer and

(a) is used wholly and exclusively in the performance of his official duties;

 

(b) is used exclusively for the private or personal purposes of the employee or any member of his household and the running and maintenance expenses are met or reimbursed by the employer;

 
	 

 

 

No value:

Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

Actual amount of expenditure incurred by the employer on die running and maintenance of motor car during the relevant previous year including remuneration, if any, paid by the employer to the chauffeur as increased by the amount representing normal wear and tear of the motor car and as reduced by any amount charged from the employee for such use.
	 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

Actual amount of expenditure incurred by the employer on the running and maintenance of motor car during the relevant previous year including remuneration, if any, paid by the employer to the chauffeur as increased by the amount representing normal wear and tear of the motor car and as reduced by any amount charged from the employee for such use.

	 
	(c) is used partly in the performance of duties and partly for private or personal purposes of his own or any member of his household and

(i) the expenses on maintenance and running are met or reimbursed by the employer,

(ii) the expenses on running and maintenance for such private or personal use are fully met by the assessee.
	 

 

 

 

 

 

 

 

 

Rs. 1,200 (plus Rs. 600, if chauffeur is also provided to run the motor car)

 

 

Rs. 400 (plus Rs. 600, if chauffeur is provided by the employer to run the motor car)
	 

 

 

 

 

 

 

 

 

Rs. 1,600 (plus Rs. 600, if chauffeur is also provided to run the motor car)
 

 

Rs. 600 (plus Rs. 600, if chauffeur is also provided to run the motor car)


 

	(2)

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(3)
	Where the employee owns a motor car but the actual running and maintenance charges (including remuneration of the chauffeur, if any) are met or reimbursed to him by the employer and
(i) such re-imbursement is for the use of the vehicle wholly and exclusively for official purposes,
(ii) such re-imbursement is for the use of the vehicle partly for official purposes and partly for personal or private purposes of the employee or any member of his household.
Where the employee owns any other automotive conveyance but the actual running and maintenance charges are met or reimbursed to him by the employer and
(i) such re-imbursement is for the use of the vehicle wholly and exclusively for official purposes,

 

(ii) such re-imbursement is for the use of the vehicle partly for official purposes and partly for personal or private purposes of the employee.
	 

 

 

 

 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

 

 

Subject to the provisions of clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by the amount specified in Sl. No. (1)(c)(i) above.

 

 

 

 

 

 

 

 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.
 

 

 

Subject to the provisions of clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by an amount of Rs. 600:

 
	 

 

 

 

 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.
 

Subject to the provisions contained in clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by the amount specified in Sl. No. (1)(c)(i) above.

 

 

 

 

 

 

 

 

 

 

 

 

Not applicable


 

Provided that where one or more motor-cars are owned or hired by the employer and the employee or any member of his household are allowed the use of such motor-car or all or any of such motor-cars (otherwise than wholly and exclusively in the performance of his duties), the value of perquisite shall be the amount calculated in respect of one car in accordance with Sl. No. (l)(c)(i) of Table II as if the employee had been provided one motor-car for use partly in the performance of his duties and partly for his private or personal purposes and the amount calculated in respect of the other car or cars in accordance with Sl. No. (1)(b) of Table II as if he had been provided with such car or cars exclusively for his private or personal purposes.
(B) Where the employer or the employee claims that the motor-car is used wholly and exclusively in the performance of official duty or that the actual expenses on the running and maintenance of the motor-car owned by the employee for official purposes is more than the amounts deductible in Sl. Nos. 2(ii) or 3(iii) of Table II, he may claim a higher amount attributable to such official use and the value of perquisite in such a case shall be the actual amount of charges met or reimbursed by the employer as reduced by such higher amount attributable to official use of the vehicle provided that the following conditions are fulfilled:
(a)
the employer has maintained complete details of journey undertaken for official purpose which may include date of journey, destination, mileage, and the amount of expenditure incurred thereon;
(b)
the employer gives a certificate to the effect that the expenditure was incurred wholly and exclusively for the performance of official duties.
Explanation.For the purposes of this sub-rule, the normal wear and tear of a motor-car shall be taken at 10% per annum of the actual cost of the motor-car or cars.
 

(iii) after sub-rule (5), the following sub-rule shall be inserted with effect from 1st April, 2008, namely:-

 

(6) The value of any benefit or amenity resulting from the provision by an employer, who is not liable to pay fringe benefit tax under Chapter XIIH of the Income-tax Act and is engaged in the carriage of passengers or goods to any employee or to any member of his household for personal or private journey free of cost or at concessional fare, in any conveyance owned, leased or made available by any other arrangement by such employer for the purpose of transport of passengers or goods shall be taken to be the value at which such benefit or amenity is offered by such employer to the public as reduced by the amount, if any, paid by or recovered from the employee for such benefit or amenity:
Provided that nothing contained in this sub-rule shall apply to the employees of an airline or the railways
 

(iv) in sub-rule (7),-
 

(a) after item (i), the following items shall be inserted with effect from 1st April, 2008, namely:-
 

(ii)
The value of travelling, touring, accommodation and any other expenses paid for or borne or reimbursed by the employer, who is not liable to pay fringe benefit tax under Chapter XH-H of the Act, for any holiday availed of by the employee or any member of his household, other than concession or assistance referred to in rule 2B of these rules, shall be determined as the sum equal to the amount of the expenditure incurred by such employer in that behalf. Where such facility is maintained by the employer, and is not available uniformly to all employees, the value of benefit shall be taken to be the value at which such facilities are offered by other agencies to the public. Where the employee is on official tour and the expenses are incurred in respect of any member of his household accompanying him, the amount of expenditure so incurred shall also be a fringe benefit or amenity. However, where any official tour is extended as a vacation, the value of such fringe benefit shall be limited to the expenses incurred in relation to such extended period of stay or vacation. The amount so determined shall be reduced by the amount, if any, paid or recovered from the employee for such benefit or amenity.
(iii)
The value of free food and non alcoholic beverages provided by the employer, who is not liable to pay fringe benefit tax under Chapter XIIH of the Act, to an employee shall be the amount of expenditure incurred by such employer. The amount so determined shall be reduced by the amount, if any, paid or recovered from the employee for such benefit or amenity:
Provided that nothing contained in this sub-rule shall apply to free food and non-alcoholic beverages provided by such employer during working hours at office or business premises or through paid vouchers which are not transferable and usable only at eating joints, to the extent the value thereof in either case does not exceed Rs. 50 per meal or to tea or snacks provided during working hours or to free food and non-alcoholic beverages during working hours provided in a remote area or an off-shore installation.
(iv)
The value of any gift, or voucher, or token in lieu of which such gift may be received by the employee or by member of his household on ceremonial occasions or otherwise from the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be determined as the sum equal to the amount 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.
(v)
The amount of expenses including membership fees and annual fees incurred by the employee or any member of his household, which is charged to a credit card (including any add-on-card), provided by the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, or otherwise, paid for or reimbursed by such employer shall be taken to be the value of perquisite chargeable to tax. However, there shall be no value of such benefit where the expenses are incurred wholly and exclusively for official purposes and the following conditions are fulfilled
(a)
complete details in respect of such expenditure are maintained by the employer which may, inter alia, include the date of expenditure and the nature of expenditure;

(b)
the employer gives a certificate for such expenditure to the effect that the same was incurred wholly and exclusively for the performance of official duties.
The amount so determined shall be reduced by the amount, if any paid or recovered from the employee for such benefit or amenity.
(vi)
(A) The value of benefit to the employee resulting from the payment or reimbursement by the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, of any expenditure incurred (including the amount of annual or periodical fee) in a club by him or by any member of his household shall be determined to be the actual amount of expenditure incurred or reimbursed by such employer on that account. The amount so determined shall be reduced by the amount, if any paid or recovered from the employee for such benefit or amenity. However, where the employer has obtained corporate membership of the club and the facility is enjoyed by the employee or any member of his household, the value of perquisite shall not include the initial fee paid for acquiring such corporate membership.
(B) Nothing contained in this sub-rule shall apply if such expenditure is incurred wholly and exclusively for business purposes and the following conditions are fulfilled:
(a)
complete details in respect of such expenditure are maintained by the employer which may, inter alia, include the date of expenditure, the nature of expenditure and its business expediency;

(b)
the employer gives a certificate for such expenditure to the effect that the same was incurred wholly and exclusively for the performance of official duties;
(c)
Nothing contained in this sub-rule shall apply for use of health club, sports and similar facilities provide uniformly to all employees by the employer.

 

(b) after item (viii), the following item shall be inserted with effect from 1st day of April, 2008, namely:-
 

(ix) The value of any other benefit or amenity, service, right or privilege provided by the employer shall be determined on the basis of cost to the employer under an arms length transaction as reduced by the employees contribution, if any:
 

Provided that nothing contained in this item shall apply to the expenses on telephones including a mobile phone actually incurred on behalf of the employee by the employer.
 

[F.No. 142/15/2007-TPL]
 

NOTIFICATION NO. 269/2007
Sardar Patel Renewable Energy Research Institute, Gujarat has been approved by the Central Government for the purpose of clause (ii) of sub-section (1) of section 35 of the Income-tax Act, 1961
Accordingly payment to above institution will be eligible for deduction (amount equal to one and one-fourth times of any sum paid]as sum paid  to a scientific research association which has as its object the undertaking of scientific research
NOTIFICATION NO. 270/2007
NOTIFICATION NO. 270/2007, DATED 7-11-2007

 

In exercise of the powers conferred by section 295 read with sub-clause (ii) of clause (14) of section 10 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.
(1)
These rules may be called the Income-tax (Thirteenth Amendment) Rules, 2007.

(2)
They shall come into force from the date of their publication in the Official Gazette.

 

2.
In the Income-tax Rules, 1962, in Part II, in rule 2BB, in sub-rule (2), in the Table, against serial number 12, in column 2 relating to name of allowance, the word coal shall be omitted.

 

[F.No. 142/29/2007-TPL]
	Sl No.
	Circumstances
	Where accommodation is unfurnished
	Where accommodation is furnished

	(1)
	(2)
	(3)
	(4)

	(1)
	Where the accommodation is provided by the Central Government or any State Government to the employees either holding office or post in connection with the affairs of the Union or of such State or serving with any body or undertaking under the control of such Government on deputation.
	License fee determined by the Central Government or any State Government in respect of accommodation in accordance with the rules framed by such Government as reduced by the rent actually paid by the employee.
	The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment) or if such furniture is hired from a third party, the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

	(2)
	Where the accommodation is provided by any other employer and-
 

(a) where the accommodation is owned by the employer, or

 

 

 

 

 

 

 

(b) where the accommodation is taken on lease or rent by the employer.

 
	(i) 15% of salary in cities having population exceeding 25 lakhs as per 2001 census;
(ii) 10% of salary in cities having population exceeding 10 lakhs but not exceeding 25 lakhs as per 2001 census;

(iii) 7.5% of salary in other areas,

in respect of the period during which the said accommodation was occupied by the employee during the previous year as reduced by the rent, if any, actually paid by the employee.

 

Actual amount of lease rental paid or payable by the employer or 15% of salary whichever is lower as reduced by the rent, if any, actually paid by the employee.
	The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment or other similar appliances or gadgets) or if such furniture is hired from a third party, by the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

 

 

 

 

The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment or other similar appliances or gadgets) or if such furniture is hired from a third party, by the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

	(3)
	Where the accommodation is provided by the employer specified in serial number (1) or (2) in a hotel (except where the employee is provided such accommodation for a period not exceeding in aggregate fifteen days on his transfer from one place to another)
	Not applicable
	24% of salary paid or payable for the previous year or the actual charges paid or payable to such hotel, which is lower, for the period during which such accommodation is provided as reduced by the rent, if any, actually paid or payable by the employee.


(ii)
after sub-rule (1), the following sub-rule shall be inserted and shall be deemed to have been inserted with effect from 1st April, 2008, namely:-
 

(2) (A) The value of perquisite provided by way of use of motor car to an employee by an employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be determined in accordance with the following Table, namely:-
 

	Sl. No.
	Circumstances
	Where cubic capacity 8/L3of engine does not exceed 1.6 litres
	Where cubic capacity of engine exceeds 1.6 litres

	(1)
	(2)
	(3)
	(4)

	(1)
	Where the motor car is owned or hired by the employer and

(a) is used wholly and exclusively in the performance of his official duties;

 

(b) is used exclusively for the private or personal purposes of the employee or any member of his household and the running and maintenance expenses are met or reimbursed by the employer;

 
	 

No value:Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

Actual amount of expenditure incurred by the employer on die running and maintenance of motor car during the relevant previous year including remuneration, if any, paid by the employer to the chauffeur as increased by the amount representing normal wear and tear of the motor car and as reduced by any amount charged from the employee for such use.
	 

 

 No value:Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

Actual amount of expenditure incurred by the employer on the running and maintenance of motor car during the relevant previous year including remuneration, if any, paid by the employer to the chauffeur as increased by the amount representing normal wear and tear of the motor car and as reduced by any amount charged from the employee for such use.

	 
	(c) is used partly in the performance of duties and partly for private or personal purposes of his own or any member of his household and

(i) the expenses on maintenance and running are met or reimbursed by the employer,

(ii) the expenses on running and maintenance for such private or personal use are fully met by the assessee.
	 

 

 

 

 Rs. 1,200 (plus Rs. 600, if chauffeur is also provided to run the motor car)

 

 

Rs. 400 (plus Rs. 600, if chauffeur is provided by the employer to run the motor car)
	 

 

 

 

 Rs. 1,600 (plus Rs. 600, if chauffeur is also provided to run the motor car)
 

 

Rs. 600 (plus Rs. 600, if chauffeur is also provided to run the motor car)


 

	(2)

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(3)
	Where the employee owns a motor car but the actual running and maintenance charges (including remuneration of the chauffeur, if any) are met or reimbursed to him by the employer and
(i) such re-imbursement is for the use of the vehicle wholly and exclusively for official purposes,
(ii) such re-imbursement is for the use of the vehicle partly for official purposes and partly for personal or private purposes of the employee or any member of his household.
Where the employee owns any other automotive conveyance but the actual running and maintenance charges are met or reimbursed to him by the employer and
(i) such re-imbursement is for the use of the vehicle wholly and exclusively for official purposes,

 

(ii) such re-imbursement is for the use of the vehicle partly for official purposes and partly for personal or private purposes of the employee.
	 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

 

Subject to the provisions of clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by the amount specified in Sl. No. (1)(c)(i) above.

 

 

 

 

 

 

 

 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.
Subject to the provisions of clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by an amount of Rs. 600:

 
	 

 

 

 

 

 

 No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.
 

Subject to the provisions contained in clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by the amount specified in Sl. No. (1)(c)(i) above.

 

 

 

 

 

 

 

 

 

 

 

 

Not applicable


FEMA CIRCULAR

15/2007 DT. 29/10/2007

Booking of Forward Contracts – Liberalisation
Amendment has been made to earlier circular (Circular No.19 dated January 24, 2002 ,Circular No. 63 dated December 21, 2002, Circular No. 26 dated November 1, 2004, Circular No. 22 dated December 13, 2006 , Circular No. 52 dated May 8, 2007) all this circulars allowed enter into forward contracts on the basis of underlying exposures. Further, exporters and importers have also been allowed to book forward contracts 

In the light of feedback now received from banks, FEDAI, user group, etc. the guidelines have been suitably modified
Now Small and Medium Enterprises (SMEs) (para 142)Has been allowed to enter into  forward contract to manage or hedge the foreign currency exposure.
Without production of underlying documents, subject to the following conditions:
1) Ensuring that the entity qualifies as SME as defined by the Rural Planning and Credit Department 
2) Such contracts may be booked through banks with whom the SMEs have credit facilities and the total forward contracts booked should be in alignment with the credit facilities availed by them for their foreign exchange requirements or their working capital requirements or capital expenditure
3) Due diligence regarding “user appropriateness” and “suitability” of the forward contracts to the SME customers 
4) The SMEs availing this facility should furnish a declaration to the bank regarding the amounts of forward contracts already booked, if any, with other 
SMEs are also permitted to use foreign currency rupee options for hedging their exposures after production of underlying documents or under past 

Performance route 

In order to enable Small and Medium Enterprises (SMEs), having direct and /or indirect exposures to foreign exchange risk to manage their exposures effectively


Resident Individuals (para 143)

Resident individuals to manage / hedge their foreign exchange exposures arising out of actual or anticipated remittances, both inward and outward, it has been decided to permit them to book forward contracts, without production of underlying documents, up to a limit of USD 100,000, based on self declaration.

1) The notional value of the outstanding contracts should not exceed USD 100,000 at any time















Further, the contracts may be permitted to be booked up to tenors of one year only.
2) Banks with whom the resident individual has banking relationship, on the basis of an 

Application-cum-declaration in the format given in Annex I.

3) Banks should satisfy themselves that the resident individuals understand the nature of risk inherent in booking of forward contracts and should carry out due diligence regarding “user appropriateness” and “suitability” of the forward contracts to such customer.
Banks are required to submit a quarterly report to the Chief General Manager, Reserve Bank of India, Foreign Exchange Department within the first week of the following month, as per format given in Annex II.



The first quarterly report should be submitted for the quarter ended December 2007 

CIR. NO. 14/2007 DT. 17/10/2007
Authorised Money Changers (AMCs) can give cash to foreign visitors / non-resident Indians may be acceded to the extent of USD 3000 or its equivalent
Requests for payment in cash by foreign visitors / non-resident Indians may be acceded to the extent of USD 2000 or its equivalent. This limit has been raised to USD 3000. 

All other provisions of paragraph 4(c) of the Annex to the Circulars remain 

Now relationship of person can be established on the basis of PAN Card
Presently the relationship with a business entity like a company / firm should be established only after obtaining and verifying suitable documents in support of the name, address and business activity, such as certificate of incorporation under the Companies Act 1956, Memorandum of Association, Articles of Association, registration certificate of a firm (if registered), partnership deed, etc. It has now been decided that in addition to the above mentioned documents, PAN Card may also be accepted as a suitable document for establishing the relationship with the company / firm.
	
	Circumstances
	Where accommodation is unfurnished
	Where accommodation is furnished

	(1)
	(2)
	(3)
	(4)

	(1)
	Where the accommodation is provided by the Central Government or any State Government to the employees either holding office or post in connection with the affairs of the Union or of such State or serving with any body or undertaking under the control of such Government on deputation.
	License fee determined by the Central Government or any State Government in respect of accommodation in accordance with the rules framed by such Government as reduced by the rent actually paid by the employee.
	The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment) or if such furniture is hired from a third party, the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

	(2)
	Where the accommodation is provided by any other employer and-
 

(a) where the accommodation is owned by the employer, or

 

 

 

 

 

 

 

 

 

 

 

(b) where the accommodation is taken on lease or rent by the employer.

 
	(i) 15% of salary in cities having population exceeding 25 lakhs as per 2001 census;
(ii) 10% of salary in cities having population exceeding 10 lakhs but not exceeding 25 lakhs as per 2001 census;

(iii) 7.5% of salary in other areas,

in respect of the period during which the said accommodation was occupied by the employee during the previous year as reduced by the rent, if any, actually paid by the employee.

 

Actual amount of lease rental paid or payable by the employer or 15% of salary whichever is lower as reduced by the rent, if any, actually paid by the employee.
	The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment or other similar appliances or gadgets) or if such furniture is hired from a third party, by the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

 

 

 

 

The value of perquisite as determined under column (3) and increased by 10% per annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances, air-conditioning plant or equipment or other similar appliances or gadgets) or if such furniture is hired from a third party, by the actual hire charges payable for the same as reduced by any charges paid or payable for the same by the employee during the previous year.

	(3)
	Where the accommodation is provided by the employer specified in serial number (1) or (2) in a hotel (except where the employee is provided such accommodation for a period not exceeding in aggregate fifteen days on his transfer from one place to another)
	Not applicable
	24% of salary paid or payable for the previous year or the actual charges paid or payable to such hotel, which is lower, for the period during which such accommodation is provided as reduced by the rent, if any, actually paid or payable by the employee.


(ii)
after sub-rule (1), the following sub-rule shall be inserted and shall be deemed to have been inserted with effect from 1st April, 2008, namely:-
 

(2) (A) The value of perquisite provided by way of use of motor car to an employee by an employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be determined in accordance with the following Table, namely:-
 

	Sl. No.
	Circumstances
	Where cubic capacity 8/L3of engine does not exceed 1.6 litres
	Where cubic capacity of engine exceeds 1.6 litres

	(1)
	(2)
	(3)
	(4)

	(1)
	Where the motor car is owned or hired by the employer and

(a) is used wholly and exclusively in the performance of his official duties;

 

(b) is used exclusively for the private or personal purposes of the employee or any member of his household and the running and maintenance expenses are met or reimbursed by the employer;

 
	 

 

 

No value:

Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

Actual amount of expenditure incurred by the employer on die running and maintenance of motor car during the relevant previous year including remuneration, if any, paid by the employer to the chauffeur as increased by the amount representing normal wear and tear of the motor car and as reduced by any amount charged from the employee for such use.
	 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

Actual amount of expenditure incurred by the employer on the running and maintenance of motor car during the relevant previous year including remuneration, if any, paid by the employer to the chauffeur as increased by the amount representing normal wear and tear of the motor car and as reduced by any amount charged from the employee for such use.

	 
	(c) is used partly in the performance of duties and partly for private or personal purposes of his own or any member of his household and

(i) the expenses on maintenance and running are met or reimbursed by the employer,

(ii) the expenses on running and maintenance for such private or personal use are fully met by the assessee.
	 

 

 

 

 

 

 

 

 

Rs. 1,200 (plus Rs. 600, if chauffeur is also provided to run the motor car)

 

 

Rs. 400 (plus Rs. 600, if chauffeur is provided by the employer to run the motor car)
	 

 

 

 

 

 

 

 

 

Rs. 1,600 (plus Rs. 600, if chauffeur is also provided to run the motor car)
 

 

Rs. 600 (plus Rs. 600, if chauffeur is also provided to run the motor car)


 

	(2)

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(3)
	Where the employee owns a motor car but the actual running and maintenance charges (including remuneration of the chauffeur, if any) are met or reimbursed to him by the employer and
(i) such re-imbursement is for the use of the vehicle wholly and exclusively for official purposes,
(ii) such re-imbursement is for the use of the vehicle partly for official purposes and partly for personal or private purposes of the employee or any member of his household.
Where the employee owns any other automotive conveyance but the actual running and maintenance charges are met or reimbursed to him by the employer and
(i) such re-imbursement is for the use of the vehicle wholly and exclusively for official purposes,

 

(ii) such re-imbursement is for the use of the vehicle partly for official purposes and partly for personal or private purposes of the employee.
	 

 

 

 

 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.

 

 

Subject to the provisions of clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by the amount specified in Sl. No. (1)(c)(i) above.

 

 

 

 

 

 

 

 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.
 

 

 

Subject to the provisions of clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by an amount of Rs. 600:

 
	 

 

 

 

 

 

 

 

 

 

No value:
Provided that the documents specified in clause (B) of this sub-rule are maintained by the employer.
 

Subject to the provisions contained in clause (B) of this sub-rule, the actual amount of expenditure incurred by the employer as reduced by the amount specified in Sl. No. (1)(c)(i) above.

 

 

 

 

 

 

 

 

 

 

 

 

Not applicable


 

Provided that where one or more motor-cars are owned or hired by the employer and the employee or any member of his household are allowed the use of such motor-car or all or any of such motor-cars (otherwise than wholly and exclusively in the performance of his duties), the value of perquisite shall be the amount calculated in respect of one car in accordance with Sl. No. (l)(c)(i) of Table II as if the employee had been provided one motor-car for use partly in the performance of his duties and partly for his private or personal purposes and the amount calculated in respect of the other car or cars in accordance with Sl. No. (1)(b) of Table II as if he had been provided with such car or cars exclusively for his private or personal purposes.
(B) Where the employer or the employee claims that the motor-car is used wholly and exclusively in the performance of official duty or that the actual expenses on the running and maintenance of the motor-car owned by the employee for official purposes is more than the amounts deductible in Sl. Nos. 2(ii) or 3(iii) of Table II, he may claim a higher amount attributable to such official use and the value of perquisite in such a case shall be the actual amount of charges met or reimbursed by the employer as reduced by such higher amount attributable to official use of the vehicle provided that the following conditions are fulfilled:
(a)
the employer has maintained complete details of journey undertaken for official purpose which may include date of journey, destination, mileage, and the amount of expenditure incurred thereon;
(b)
the employer gives a certificate to the effect that the expenditure was incurred wholly and exclusively for the performance of official duties.
Explanation.For the purposes of this sub-rule, the normal wear and tear of a motor-car shall be taken at 10% per annum of the actual cost of the motor-car or cars.
 

(iii) after sub-rule (5), the following sub-rule shall be inserted with effect from 1st April, 2008, namely:-

 

(6) The value of any benefit or amenity resulting from the provision by an employer, who is not liable to pay fringe benefit tax under Chapter XIIH of the Income-tax Act and is engaged in the carriage of passengers or goods to any employee or to any member of his household for personal or private journey free of cost or at concessional fare, in any conveyance owned, leased or made available by any other arrangement by such employer for the purpose of transport of passengers or goods shall be taken to be the value at which such benefit or amenity is offered by such employer to the public as reduced by the amount, if any, paid by or recovered from the employee for such benefit or amenity:
Provided that nothing contained in this sub-rule shall apply to the employees of an airline or the railways
 

(iv) in sub-rule (7),-
 

(a) after item (i), the following items shall be inserted with effect from 1st April, 2008, namely:-
 

(ii)
The value of travelling, touring, accommodation and any other expenses paid for or borne or reimbursed by the employer, who is not liable to pay fringe benefit tax under Chapter XH-H of the Act, for any holiday availed of by the employee or any member of his household, other than concession or assistance referred to in rule 2B of these rules, shall be determined as the sum equal to the amount of the expenditure incurred by such employer in that behalf. Where such facility is maintained by the employer, and is not available uniformly to all employees, the value of benefit shall be taken to be the value at which such facilities are offered by other agencies to the public. Where the employee is on official tour and the expenses are incurred in respect of any member of his household accompanying him, the amount of expenditure so incurred shall also be a fringe benefit or amenity. However, where any official tour is extended as a vacation, the value of such fringe benefit shall be limited to the expenses incurred in relation to such extended period of stay or vacation. The amount so determined shall be reduced by the amount, if any, paid or recovered from the employee for such benefit or amenity.
(iii)
The value of free food and non alcoholic beverages provided by the employer, who is not liable to pay fringe benefit tax under Chapter XIIH of the Act, to an employee shall be the amount of expenditure incurred by such employer. The amount so determined shall be reduced by the amount, if any, paid or recovered from the employee for such benefit or amenity:
Provided that nothing contained in this sub-rule shall apply to free food and non-alcoholic beverages provided by such employer during working hours at office or business premises or through paid vouchers which are not transferable and usable only at eating joints, to the extent the value thereof in either case does not exceed Rs. 50 per meal or to tea or snacks provided during working hours or to free food and non-alcoholic beverages during working hours provided in a remote area or an off-shore installation.
(iv)
The value of any gift, or voucher, or token in lieu of which such gift may be received by the employee or by member of his household on ceremonial occasions or otherwise from the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be determined as the sum equal to the amount 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.
(v)
The amount of expenses including membership fees and annual fees incurred by the employee or any member of his household, which is charged to a credit card (including any add-on-card), provided by the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, or otherwise, paid for or reimbursed by such employer shall be taken to be the value of perquisite chargeable to tax. However, there shall be no value of such benefit where the expenses are incurred wholly and exclusively for official purposes and the following conditions are fulfilled
(a)
complete details in respect of such expenditure are maintained by the employer which may, inter alia, include the date of expenditure and the nature of expenditure;

(b)
the employer gives a certificate for such expenditure to the effect that the same was incurred wholly and exclusively for the performance of official duties.
The amount so determined shall be reduced by the amount, if any paid or recovered from the employee for such benefit or amenity.
(vi)
(A) The value of benefit to the employee resulting from the payment or reimbursement by the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, of any expenditure incurred (including the amount of annual or periodical fee) in a club by him or by any member of his household shall be determined to be the actual amount of expenditure incurred or reimbursed by such employer on that account. The amount so determined shall be reduced by the amount, if any paid or recovered from the employee for such benefit or amenity. However, where the employer has obtained corporate membership of the club and the facility is enjoyed by the employee or any member of his household, the value of perquisite shall not include the initial fee paid for acquiring such corporate membership.
(B) Nothing contained in this sub-rule shall apply if such expenditure is incurred wholly and exclusively for business purposes and the following conditions are fulfilled:
(a)
complete details in respect of such expenditure are maintained by the employer which may, inter alia, include the date of expenditure, the nature of expenditure and its business expediency;

(b)
the employer gives a certificate for such expenditure to the effect that the same was incurred wholly and exclusively for the performance of official duties;
(c)
Nothing contained in this sub-rule shall apply for use of health club, sports and similar facilities provide uniformly to all employees by the employer.

 

(b) after item (viii), the following item shall be inserted with effect from 1st day of April, 2008, namely:-
 

(ix) The value of any other benefit or amenity, service, right or privilege provided by the employer shall be determined on the basis of cost to the employer under an arms length transaction as reduced by the employees contribution, if any:
 

Provided that nothing contained in this item shall apply to the expenses on telephones including a mobile phone actually incurred on behalf of the employee by the employer.
 

[F.No. 142/15/2007-TPL]
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