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INCOME TAX
INCOME UNDER THE HEAD OF SALARY

SALARY(
Every payment made by an Employer to his Employee for service rendered would be chargeable to the tax as income from Salaries. It includes both Monetary & Non Monetary payments.

Salary includes: Basic Pay, Provident Fund, Commission on sales, Bonus, Advance Salary, Arrears of Salary, Leave Encashment, Gratuity, Pension, Allowances and Perquisites.
(I) Basic Pay(
Basic pay is calculated from the pay scale generally given like:

10000 – 100 – 10500 – 200 – 12500 

So the pay is Rs.10000 and annual increment is Rs.100 and when the pay raised upto 10500 then increment after that is Rs.200 upto Rs. 12500.
(II) Provident Fund(
	Particulars
	Recognized provident fund (R.P.F)
	Unrecognized Provident fund (U.R.P.F)
	Statuary Provident fund (S.P.F)
	Public provident fund (P.P.F)

	Employer’s Contribution
	Over 12% of salary is Taxable
	Tax free
	Tax free
	Tax free

	Interest on Employer’s Contribution
	Over 9.5% is Taxable
	Tax free
	Tax free
	Tax free

	Lump- Sum Amount paid at the Retirement
	Tax free
	Amount received + Interest (fully taxable)
	Tax free
	Tax free


Meaning of Salary for P.F:- Basic Pay + D.A (if Enter) + Commission on sale

D.A if Enter Means(
1. Dearness Pay.

2. D.A is calculated for retirement benefits.

3. D.A is a part of salary employment.

4. D.A is calculated for Provident Fund.
(III) Commission on Sales(
Taxable on Due Basis.

(IV) Bonus(




Taxable on Receipt Basis.

(V) Advance Salary(




Taxable on Receipt Basis.

(VI) Arrears of Salary(
Taxable on Due Basis (only for the proceeding P.Y)

(VII) Allowances(
	Tax Free
	Fully Taxable
	Partly Taxable

	1. Allowance to U.N.O Member
2. Allowance to High & Supreme Court judge.

3. Foreign Allowance (Received outside)

4. Allowance to M.P/ M.L.A/ M.L.C
	1. Dearness Allowance

2. Marriage Allowance
3. Dog Allowance

4. Family Allowance

5. Warden Allowance

6. City Compensatory Allowance (CCA)

7. Medical Allowance

8. Tiffin Allowance 

9. Overtime Allowance

10. Any other cash Allowance.
	1. House Rent Allowance
2. Education Allowance

3. Hostel Allowance

4. Transport Allowance

5. Underground Allowance

6. Traveling/Helper/ Uniform Allowance

7. Remote/Border area Allowance

8. Personal/ Daily/ Running Allowance


Detail of Partly Taxable Allowances:

House Rent Allowance (H.R.A)(
	1. Actual Amount Received
	( Least is Exempt

	2. Rent paid – 10% of Salary
	

	3. 50% of Salary in Metro cities

                       Or

    40% of Salary in other cities
	


Meaning of Salary: Basic Pay + D.A (if enter) + Commission on Sales

Taxable Amount:  Amount Received – Amount Exempt

Note: if Employee lives in own house then H.R.A is fully taxable
Traveling/Conveyance/Helper/Uniform Allowance(


Taxable Amount= Amount Received – Actual Expenses


Transport Allowance(


Exempted upto Rs. 800 per month.



Exempted upto Rs. 1600 per month for Handicaps

Education Allowance(


Exempted upto Rs. 100 per month per child upto 2 Children

Hostel Allowance(


 Exempted upto Rs. 300 per month per child upto 2 Children

Underground Allowance(


Exempted upto Rs. 800 per month 

Personal/Daily/Running Allowance(
	1. Rs. 6000 per month
	( Least is Exempt

	2. 70% of Amount Recd.
	


Remote Area/Border Area/Difficult Area Allowance(


Exempted Rs.200 to Rs.1300.  

(VIII) Perquisites(
Here are three categories of Perquisites:  

1. Tax free Perquisites for all Employees
2. Taxable Perquisites for all Employees
3. Taxable Perquisites for Specified Employees
1. Tax free Perquisites(
· Ration to Army employees

· Telephone Facility

· Refreshment

· Refresher Courses

· Shares at concessional Rate.

· Laptop/Computer for official & personnel use.

· Health insurance premium paid by employer.

· Any Perquisites outside India.

· Residential Accommodation provided at site.

· Employer contribution to staff group insurance. 

2. Taxable Perquisites for all Employees(
· Rent Free Accommodation (R.F.A)
If house is owned by Employer(
	If population Exceed 25 Lac then 15% of Salary.

	If population Exceed 10 Lac but less than 25 Lac then10% of Salary.

	If population Less than 10 Lac then 7.5% of Salary.


If house is rented by Employer(
	Rent paid by Employer
	( Least is Taxable

	15% of salary
	


Meaning of salary for R.F.A: 

Basic Pay + D.A (If enter) + Commission + Bonus + All Taxable Allowance + Leave Salary (C.Y)
In case of furnished house(
1. Furniture owned by Employer: 10% of cost is taxable

2. Rented Furniture: Actual rent paid is Taxable

R.F.A for Govt. Employees(
Amount given in the Question like Fair Rental value or Rent paid by employer is taxable.

Note: R.F.A in Remote is fully exempt.
· Gas/ Electricity/Water

1. Owned By Employer – Cost is Taxable
2. Rented – Actual rent paid is Taxable
· Food/ Brewage

Upto Rs. 50 per mile is exempt
· Credit Card

Fully Taxable
· Medical Facility
______________________________________________________

Hospital Owned 






  Other Hospital
By Employer

   Tax free

     In India



  
     outside India
















Private
Permitted

       Gross Income    G.Income



by Govt.

          > 2 Lac

  < 2Lac


   Exempt upto
Tax free


       Rs.15000




Fully Taxable
          1 Patient &

                                                   



         1 Attendant











Tax free

· Education Facility

School Owned by Employer




Other School

Upto Rs. 1000Pm or Exp. In same 



      Upto Rs. 1000 Pm 
Standard school higher is exempt




 is exempt
· Hotel Accommodation


Upto 15 days





     More than 15 days


    Tax free




least is 







Taxable(



     Meaning of Salary: Same as R.F.A

· Gifts
Tax free upto Rs. 5000. (if made by cheque or cash then fully taxable)

· Assets at Concessional Rate
Taxable Value = 
WDV of asset – Amount Charge by Employer


Method of Depreciation on Assets(
	1.
	Computer/ Electronic goods
	Written down value 
	50%

	2.
	Motor Car
	Written down value
	20%

	3.
	Others
	Straight line 
	10%


· Leave Travel Concession 

	1. First class travel fair
	(Least is Exempt

	2. Actual Expenses
	




Taxable Amount = Amount Received – Amount Exempted

· Loan at Concessional Rate
1. Loan up to Rs.20000 if tax free.

2. Loan for notify Dieses is tax free

3. Taxable Value = S.B.I Rate – Interest Rate charged by Employer

· Car Facility
  Car owned by



Employer/Employee



 





Running Exp. made




Running Exp. made

      By employer



                  by employee


Office 

Personal      Partly Office/

        Small Car
    Big Car
    
  Use

    Use
         Personal Use







      Rs.600 P.M        Rs.900 P.M
      





         Taxable

 Taxable
Tax free
Taxable
      


Small Car*
      Big Car*


         Rs.1800 P.M 
   Rs.2400 P.M


             Taxable
      Taxable
Note: If driver facility provided by employer then Rs.900 P.M added.

Small Car: Cubic capacity is less than 1.6 litre
Big Car: Cubic capacity is more than 1.6 litre
Payments at the time of Retirements(
· Leave Encashment

During the Service




At the time of

Time





   Retirement

   Taxable



Govt. Employee


Other Employee




     Tax Free








Least is 






Exempt(


Meanings:


AMS: - Average monthly salary of last 10 months.


Balance Due: - Leave allowed by I. Tax – Leave availed


Salary: - Basic Pay + D.A (if enter) + Commission on Sale
· Gratuity

       Govt. 


Covered under

Not Covered
  Employee


Gratuity Act

        under gratuity Act


  Tax free

Least is Exempt (

Year Completed ( Over 6 Months = 1 year
Meaning of Salary( B/P + D.A (Always) +



   Commission on sale

L.M.S( Last Month Salary




    Least is Exempt(

Year Completed( Over 6 Months ( 1 Year
Meaning of Salary( B/P + D.A (if enter) + Commission

A.M.S( Average Monthly Salary of last 10 Months

· Pension

     Regular




     Computed 

Fully Taxable




      Govt. Employee
                    Other Employee






Tax Free







 If Gratuity is
          if Gratuity is not




   received

      received







Exempt 1/3 of
    Exempt ½ of 






Total Pension
    Total Pension

Taxable Amount( Amount Received – Exempt [image: image1.png]
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24% of Salary


	Or 


Actual Rent paidpaid





1. Rs.300000/-


2. Actual Recd.


3. AMS x 10


4. AMS x Balance            


                due





1. Rs.350000


2. Actual Amount Recd.


3. Year Completed x 15/26 x L.M.S





1. Rs.350000


2. Actual Amount Recd.


3. Year Completed x ½ x A.M.S
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