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AMENDMENT FOR CA-PCC– MAY/NOV-2008

AMENDMENTS FOR ASSESSMENT YEAR 2008-09

COMPUTATION OF TOTAL INCOME AND TAX LIABILITY 

1. Individual, HUF, AOP, BOI, Artificial Juridical person 

Total Income upto Rs.1,10,000







Nil

Next 40,000










10%

Next 1,00,000










20%

Balance 










30%

2. Resident women below the age of 65 years at any time during the previous year 

Total Income upto Rs.1,45,000







Nil

Next 5,000










10%

Next 1,00,000










20%

Balance 










30%

3. Resident individual of the age of 65 years or more at any time during the year 

Total Income upto Rs.1,95,000







Nil

Next 55,000










20%

Balance 










30%

Surcharge is applicable @ 10% if the total income is exceeding Rs.10,00,000 but in case of artificial juridical person surcharge shall be 10% irrespective of the income.

Education cess @ 3% 

Partnership firm

Entire income shall be taxable @ 30% 

Surcharge shall be applicable @ 10% provided total income is exceeding Rs.100,00,000

Education cess @ 3% 

Company 

1. Domestic company

Entire income shall be taxable @ 30% 

Surcharge shall be applicable @ 10% provided total income is exceeding Rs.100,00,000

Education cess @ 3% 

2. Foreign company

Entire income shall be taxable @ 40% 

Surcharge shall be applicable @ 2.5% provided total income is exceeding Rs.100,00,000

Education cess @ 3% 

Example

Compute tax liability in the following cases:

(i) Mr. X (resident) has total income of Rs.6,00,000

(ii) Mr. X (non-resident) has total income of Rs.6,00,000

(iii) Mrs. X (resident) has total income of Rs.6,00,000

(iv) Mrs. X (non-resident) has total income of Rs.6,00,000

(v) Mr. X (resident), aged 65 years has total income of Rs.6,00,000

(vi) Mrs. X (resident), aged 65 years has total income of Rs.6,00,000

(vii) Mr. X (non-resident), aged 65 years has total income of Rs.6,00,000

(viii) Mrs. X (non-resident), aged 65 years has total income of Rs.6,00,000

Solution:

Rs.

(i) Computation of Tax Liability

Total Income 






                               
   

    6,00,000

Tax on Rs.6,00,000 at slab rate


                    



         
    1,29,000

Add: Education cess @ 3%


                                         



         3,870

Tax Liability






       


         

    1,32,870

(ii) Computation of Tax Liability

Total Income 






       


         

    6,00,000

Tax on Rs.6,00,000 at slab rate


                      



                1,29,000

Add: Education cess @ 3%


                                      


                     3,870

Tax Liability






          

                      

    1,32,870

(iii) Computation of Tax Liability

Total Income 






       


          

    6,00,000

Tax on Rs.6,00,000 at slab rate


                       



                1,25,500

Add: Education cess @ 3%


                                       


                     3,765

Tax Liability






       

                     

    1,29,265

Rounded off u/s 288B





        


                            1,29,270

(iv) Computation of Tax Liability

Total Income 






      


                            6,00,000

Tax on Rs.6,00,000 at slab rate


                   



                1,29,000

Add: Education cess @ 3%


                                   



                     3,870

Tax Liability






      


                            1,32,870

(v) Computation of Tax Liability

Total Income 






     


                            6,00,000

Tax on Rs.6,00,000 at slab rate


                  



                1,16,000

Add: Education cess @ 3%


                                   



                     3,480

Tax Liability






      

                                        1,19,480

(vi) Computation of Tax Liability

Total Income 






     


                            6,00,000

Tax on Rs.6,00,000 at slab rate


                  



                1,16,000

Add: Education cess @ 3%


                                   



                     3,480

Tax Liability






      

                                        1,19,480

(vii) Computation of Tax Liability

Total Income 






  


                            6,00,000

Tax on Rs.6,00,000 at slab rate


                


                            1,29,000

Add: Education cess @ 3%


                                  



                     3,870

Tax Liability






      


                            1,32,870

(viii) Computation of Tax Liability

Total Income 









                            6,00,000

Tax on Rs.6,00,000 at slab rate


                       



                1,29,000

Add: Education cess @ 3%


                                         


                     3,870

Tax Liability






    


                            1,32,870

Example

Compute tax liability of ABC Ltd. in the following situations for assessment year 2008-09:

(i) The company has total income of Rs.55,00,000.

(ii) The company has total income of Rs.1,00,00,000.

(iii) The company has total income of Rs.1,01,00,000.

(iv) The company has total income of Rs.1,03,00,000.

(v) The company has total income of Rs.1,10,00,000.

Solution:

Rs.

(i) Computation of Tax Liability

Total Income





                 



              55,00,000

Tax on Rs.55,00,000 @ 30%




         



              16,50,000 

Add: Education cess @ 3%








                   49,500

Tax Liability






         



              16,99,500

(ii) Computation of Tax Liability

Total Income





                  



            100,00,000

Tax on Rs.100,00,000 @ 30%




      

                          30,00,000

Add: Education cess @ 3%






                                           90,000

Tax Liability






          



              30,90,000

(iii) Computation of Tax Liability

Total Income





                     



       
101,00,000

Tax on Rs.101,00,000 @ 30%




          


     
  30,30,000

Add: Surcharge @ 10%





            

         
    3,03,000












      

  33,33,000

Less: Marginal Relief (increase in tax – increase in income) (Rs.3,33,000 – Rs.1,00,000)
         
    2,33,000

Tax before education cess 




          



       
  31,00,000 

Add: Education cess @ 3%





 


          
       93,000

Tax Liability






          



          
  31,93,000

(iv) Computation of Tax Liability

Total Income





                     



      
103,00,000

Tax on Rs.103,00,000 @ 30%




          

                   
  30,90,000

Add: Surcharge @ 10%





            

        
    3,09,000












          

  33,99,000

Less: Marginal Relief (increase in tax – increase in income) (Rs.3,99,000 – Rs.3,00,000)            
       99,000

Tax before education cess 




          



      
  33,00,000 

Add: Education cess @ 3%








          
       99,000

Tax Liability






        



     
  33,99,000

(v) Computation of Tax Liability

Total Income





                



  
110,00,000

Tax on Rs.110,00,000 @ 30%




     

                  
  33,00,000

Add: Surcharge @ 10%





                                              
    3,30,000












          

  36,30,000

Less: Marginal Relief (increase in tax – increase in income) (Rs.6,30,000 – Rs.10,00,000)                         Nil

Tax before education cess 




      



     
  36,30,000

Add: Education cess @ 3%




          



        
    1,08,900

Tax Liability






        



       
  37,38,900

(b) Presume the above particulars are for a partnership firm XY.

 Solution: Same as above

COMPUTATION OF INCOME UNDER THE HEAD SALARY

Accommodation at concessional rent  Section 17(2)(ii) Rule 3(1)


If the accommodation is not provided free of cost, rather employer has charged some concessional rent from the employee, in that case perquisite value shall be calculated by deducting the amount so charged, from the value calculated as shown below:

	Population of city as per 2001 census where accommodation has been provided
	Where the accommodation is owned by the employer


	Where the accommodation is taken on lease or rent by the employer

	Exceeding 25 lakh


	15 per cent of salary in respect of the period during which the accommodation is occupied by the employee
	Amount of lease rent paid or payable or 15 per cent of salary, whichever is lower

	Exceeding 10 lakh but not exceeding 25 lakh
	10 per cent of salary in respect of period during which the accommodation is occupied by the employee
	Same as above



	Any other


	7.5 per cent of salary in respect of period during which the accommodation is occupied by the employee
	Same as above


Loan at concessional rate or free of interest Sec 17(2)(vi) Rule 3(7)(1)

	(1)


	Housing Loan: - 


	Repayment upto 5 years

Above 5 years and upto 20 years
	10.25% p.a.

10.75% p.a.

	 (2)


	Car Loan: -


	  

	
	New vehicles

	
	Repayment Period
	

	
	Upto 3 years
	Rs.7.5 lacs and above
	11.50% p.a

	
	Upto 3 years
	Below Rs.7.5 lacs
	11.75% p.a.

	
	Above 3 years and upto 5 years
	
	11.75% p.a.

	
	Above 5 years and upto 7 years
	
	12.00% p.a.

	(3)


	Education Loan: - 


	Loan upto Rs. 4 Lakh  
	11.50% p.a.

	
	
	Above Rs. 4 Lakh 
	13.25% p.a.

	(4)
	Personal Loan: -
	
	15.25% p.a.


COMPUTATION OF INCOME UNDER THE HEAD BUSINESS/PROFESSION

1. If any payment with regard to revenue expenditure exceeding Rs.20,000 has been made otherwise than through account payee cheque or draft, in that case entire expenditure is disallowed.

2. Any amount of banking cash transaction tax paid by the assessee during the previous year on the taxable banking transactions entered into by him shall be allowed. There shall be charged banking cash transaction tax w.e.f 01.06.2005 @ 0.1% of the value of such taxable banking transaction.

Taxable banking transaction means: 


(a) a transaction, being withdrawal of cash on any single day from an account (other, than a savings bank account) maintained with any scheduled bank, exceeding, –



​(i) Fifty  thousand rupees; in case such withdrawal is from the account maintained by any individual or Hindu undivided family.



(ii) one lakh rupees, in case such withdrawal is from the account maintained by a person other than any individual or Hindu undivided family. 

Example


Mr. X has withdrawn Rs.75,000 from his current account on 01.10.2006, in this case banking cash transaction tax shall be Rs.75 but if the amount was withdrawn from saving account, banking cash transaction tax payable by him shall be Nil. 


(b) a transaction, being receipt of cash from any scheduled bank on any single day on encashment of one or more term deposits, whether on maturity or otherwise, from that bank, exceeding, -



(i) Fifty thousand rupees, in case such term deposit or deposits are in the name of any individual or Hindu undivided family.



(ii) one lakh rupees, in case such term deposit or deposits are by any person other than any individual or Hindu undi​vided family.

Example:

Mr. X has taken payment of fixed deposit amounting to Rs.2,00,000, banking cash transaction tax payable by him shall be Rs.200.

COMPUTATION OF INCOME UNDER THE HEAD CAPITAL GAINS

1. Upto Assessment Year 2007-08, if any person has transferred drawings, paintings, any work of art etc., it was not considered to be a capital asset as per section 2(14) but w.e.f. assessment year 2008-09 it will be considered to be capital asset even if they are personal movable effect. 

2. Cost inflation index for 2007-08 
551

3. Section 54EC: Investment made on or after the 01.04.2007 in the long term specified asset by an assessee during any financial year does not exceed Rs.50 lakhs.

COMPUTATION OF INCOME UNDER THE HEAD OTHER SOURCES

1. As per section 115O, the rate of additional income tax shall be 15% 

DEDUCTIONS

1. Deduction under section 80C shall also be allowed with regard to the investments in the bonds of National Bank for Agricultural and Rural Development provided the bonds are notified by the Central Government. 

2. Under section 80D Rs.10,000 shall be taken as Rs.15,000 and Rs.15,000 shall be taken as Rs.20,000 and further payment should be made otherwise than in cash.

3. Under section 80E education can be either of self or spouse or children

4. Deduction in respect of profits and gains from business of hotels and convention centres in specified area   Section 80-ID

1. If the gross total income of an assessee includes any profits and gains derived by an undertaking from any business, to which this section applies, a deduction of an amount equal to 100% of the profits and gains derived from such business for 5 consecutive assessment years beginning from the initial assessment year.

2. This section applies to any undertaking engaged in the business of hotel, business of building, owning and operating a convention centre, located in the specified area, if such hotel or convention centre is constructed and has started or starts functioning at any time during the period beginning on the 01.04.2007 and ending on the 31.03.2010.
3. The deduction under this section shall be available only if —


(i)
the eligible business is not formed by the splitting up, or the reconstruction, of a business already in existence;


(ii)
the eligible business is not formed by the transfer to a new business of a building previously used as a hotel or a convention centre, as the case may be;


(iii)
the eligible business is not formed by the transfer to a new business of machinery or plant previously used for any purpose.


(iv)
the assessee furnishes along with the return of income, the report of an audit in such form and containing such particulars as may be prescribed, and duly signed and verified by an accountant, certifying that the deduction has been correctly claimed.

4. No deduction shall be allowed under any other section contained in Chapter VIA or section 10AA, in relation to the profits and gains of the undertaking.

“Convention centre” means a building of a prescribed area comprising of convention halls to be used for the purpose of holding conferences and seminars, being of such size and number and having such other facilities and amenities, as may be prescribed;


“Hotel” means a hotel of two-star, three-star or four-star category as classified by the Central Government;


“Initial assessment year”—


(i)
in the case of a hotel, means the assessment year relevant to the previous year in which the business of the hotel starts functioning;


(ii)
in the case of a convention centre, means the assessment year relevant to the previous year in which the convention centre starts operating on a commercial basis;

“Specified area” means the National Capital Territory of Delhi and the districts of Faridabad, Gurgaon, Gautam Budh Nagar and Ghaziabad.
5. Special provisions in respect of certain undertakings in North-Eastern States   Section 80-IE

1. If the gross total income of an assessee includes any profits and gains derived by an undertaking, to which this section applies, a deduction of an amount equal to 100% of the profits and gains derived from such business for 10 consecutive assessment years commencing with the initial assessment year.

2. This section applies to any undertaking which has, during the period beginning on the 01.04.2007 and ending before the 01.04.2017, begun or begins, in any of the North-Eastern States,—


(i)
to manufacture or produce any eligible article or thing;


(ii)
to undertake substantial expansion to manufacture or produce any eligible article or thing;


(iii)
to carry on any eligible business.

3. This section applies to any undertaking which fulfils all the following conditions, namely:—


(i)
it is not formed by splitting up, or the reconstruction, of a business already in existence :



Provided that this condition shall not apply in respect of an undertaking which is formed as a result of the re-establishment, reconstruction or revival by the assessee of the business of any such undertaking as referred to in section 33B, in the circumstances and within the period specified in the said section;


(ii)
it is not formed by the transfer to a new business of machinery or plant previously used for any purpose.

4. No deduction shall be allowed under any other section contained in Chapter VIA or in section 10A or section 10AA or section 10B or section 10BA, in relation to the profits and gains of the undertaking.

5. No deduction shall be allowed to any undertaking under this section, where the total period of deduction inclusive of the period of deduction under this section, or under section 80-IC or under the second proviso to sub-section (4) of section 80-IB or under section 10C, as the case may be, exceeds ten assessment years.


“Initial assessment year” means the assessment year relevant to the previous year in which the undertaking begins to manufacture or produce articles or things, or completes substantial expansion;


“North-Eastern States” means the States of Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim and Tripura;


“Substantial expansion” means increase in the investment in the plant and machinery by at least 25% of the book value of plant and machinery (before taking depreciation in any year), as on the first day of the previous year in which the substantial expansion is undertaken;


“Eligible article or thing” means the article or thing other than the following :—


(a)
goods pertains to tobacco and manufactured tobacco substitutes;


(b)
pan masala;


(c)
plastic carry bags of less than 20 microns; or


(d)
goods produced by petroleum oil or gas refineries.


“Eligible business” means the business of,—


(a)
hotel (not below two star category); 


(b)
adventure and leisure sports including ropeways;


(c)
providing medical and health services in the nature of nursing home with a minimum capacity of 25 beds; 


(d)
running an old-age home;


(e)
operating vocational training institute for hotel management, catering and food craft, entrepreneurship development, nursing and para-medical, civil aviation related training, fashion designing and industrial training;


(f)
running information technology related training centre; 


(g)
manufacturing of information technology hardware; and

(h) bio-technology.

PROVISIONS FOR FILING OF RETURN OF INCOME

1. Power of Board to dispense with furnishing documents, etc., with the return    Section 139C

1. The Board may make rules providing for a class or classes of persons who may not be required to furnish documents, statements, receipts, certificates, reports of audit or any other documents, which are otherwise under any other provisions of this Act, except section 139D, required to be furnished, along with the return but on demand to be produced before the Assessing Officer.

2. Any rule made under the proviso to sub-section (9) of section 139 as it stood immediately before its omission by the Finance Act, 2007 shall be deemed to have been made under the provisions of this section.

2. Filing of return in electronic form   Section 139D

The Board may make rules providing for—

(a)
the class or classes of persons who shall be required to furnish the return in electronic form;

(b)
the form and the manner in which the return in electronic form may be furnished;

(c)
the documents, statements, receipts, certificates or audited reports which may not be furnished along with the return in electronic form but shall be produced before the Assessing Officer on demand;

(d) the computer resource or the electronic record to which the return in electronic form may be transmitted.

THE AMENDMENTS GIVEN BELOW SHALL NOT BE APPLICABLE FOR THE STUDENTS OF PCC/PE-II APPEARING IN MAY-2008.

Income-Tax (Fourteenth Amendment) Rules, 2007

Amendment in Rule 3 – Valuation of perquisites

NOTIFICATION NO. 271/2007 Dated 07-11-2007

If the employer has provided rent free accommodation under setion 17(2)(i) Rule 3(1), perquisite value shall be as given below: 

	Population of city as per 2001 census where accommodation has been provided
	Where the accommodation is owned by the employer


	Where the accommodation is taken on lease or rent by the employer

	Exceeding 25 lakh


	15 per cent of salary in respect of the period during which the accommodation is occupied by the employee
	Amount of lease rent paid or payable or 15 per cent of salary, whichever is lower

	Exceeding 10 lakh but not exceeding 25 lakh
	10 per cent of salary in respect of period during which the accommodation is occupied by the employee
	Same as above



	Any other


	7.5 per cent of salary in respect of period during which the accommodation is occupied by the employee
	Same as above


Fringe benefit tax is not payable if the employer is individual or Hindu Undivided Family, in such cases the facilities covered under FBT are taxable in the hands of the employees and the tax treatment is as given below:

1. Motor car facilites 

Motor car or any other vehicle provided by the employer is a perquisite only for the specified employees. 

(1) Motor car owned or hired by the employer   Section 17(2)(iii), Rule 3(2)

(a) Car used exclusively for the official purposes – Value shall be NIL if the specified documents are maintained by the employer.

(b) Car used exclusively for the personal purposes – If the employer has provided motor car for personal use of the employee or the members of his household, value shall be actual amount of expenditure incurred by the employer on the running and maintenance of the motor car during the relevant previous year including remuneration paid by the employer to the chauffeur as increased by the amount representing normal wear and tear of the car i.e. 10% p.a. of the actual cost of the car and as reduced by the amount charged from the employee for such use. 

(c) Car used partly for official and partly for personal purposes – 

(i) In case expenses are met or reimbursed by the employer, Value shall be Rs.1,200 p.m. where cubic capacity of engine does not exceed 1.6 litres and Rs.1,600 p.m. where cubic capacity of the engine exceeds 1.6 litres. Further, Value shall be increased by Rs. 600 p.m., if chauffeur is also provided to run the motor car. Part of the month shall not be considered. 

(ii) In case expenses are fully met by the assessee, Value shall be Rs.400 p.m. where cubic capacity of engine does not exceed 1.6 litres and Rs.600 p.m. where cubic capacity of the engine exceeds 1.6 litres. Further, value shall be increased by Rs. 600 p.m., if chauffeur is also provided to run the motor car. Part of the month shall not be considered.

Meaning of month

The term ‘calendar month’ will mean a month reckoned according to the British calendar i.e., the period from any day upto and inclusive of the day preceding the corresponding day in the succeeding calendar month. Thus, the periods 28th Jan. to 27th Feb., 29th May to 28th June or 28th Feb. to 27th March will all represent one calendar month. In the computation of calendar month for evaluating the perquisite, only full calendar months must be considered and fractions of calendar months must be ignored.

More than one motor car is provided to the employee

If the employer has provided more than one motor car to the employee or to any member of his household, otherwise than wholly and exclusively in the performance of his duty, in that case only one of the motor cars at the option of the assessee shall be taxed as meant for official/personal purpose [the perquisite value of such car shall be Rs.1,200 p.m. (plus 600 p.m. for driver), if cubic capacity of car does not exceed 1.6 litres. And it will be 1,600 p.m. (plus 600 p.m. for driver), if cubic capacity of car exceeds 1.6 litres and all others cars shall be considered to be for personal purpose.

Explanation to Section 17(2)(iii): Motor car for going to office and coming back to residence is exempt from income tax.

Use of any vehicle provided by an employer for journey by the assessee from his residence to his office, or from office to his residence, shall not be regarded as a benefit or amenity and accordingly it is not chargeable to tax. 

(2) Motor car owned by the employee and expenses are met or reimbursed by the employer Section 17(2)(iii) Rule 3(2)

(a) Car used exclusively for the official purposes – Value shall be NIL if the specified documents are maintained by the employer.

(b) Car used partly for official and partly for personal purposes – Value shall be actual amount of expenditure incurred as reduced by Rs.1,200 p.m. where cubic capacity of engine does not exceed 1.6 litres or Rs.1,600 p.m. where cubic capacity of the engine exceeds 1.6 litres. It will be further reduced by Rs. 600 p.m. if the employee has provided driver also. 

A higher amount can be claimed by the assessee if the specified documents are maintained to prove the claim.

Any other automotive conveyance

If employee owns any other automotive conveyance and actual running and maintenance expenditure are met or reimbursed by the employer, in such case, perquisite value shall be: -

If vehicle is used wholly for official purpose: - The perquisite value shall be NIL if specified documents are maintained by the employer.  

If vehicle is used both for official and personal purpose: - Perquisite value shall be actual amount of expenditure incurred by the employer as reduced by an amount of Rs.600. A higher amount can be claimed by the assessee if the specified documents are maintained to prove the claim. 

Personal purpose includes the benefit of employee’s household, which means spouse(s), children and their spouses, parents, servants and dependants.

Specified documents

Specified documents referred in the table means the following documents: -

(1) 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;

(2) The employer gives a certificate that the expenditure was incurred wholly and exclusively for the performance of his official duty;

(3) The supervising authority of the employee, wherever applicable, gives a certificate to the effect that the expenditure was incurred for the performance of official duties.

Obligation of the employee met by the employer   Section 17(2)(iv)

If motor car is owned by employee and it is used for his personal purpose and payment or reimbursement is given by employer, it is covered u/s 17(2)(iv) and entire amount paid or reimbursed is taxable in case of specified as well as non specified employees.

2. Transport facilities   Section 17(2)(iii), Rule 3(6) 

The value of any benefit or amenity resulting from the provision by any undertaking 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 the undertaking 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 undertaking 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.

Since the facility is covered u/s 17(2)(iii), it is taxable only in case of specified employees.

3. Facility of travelling, touring, accommodation (holiday home) etc.  Section 17(2)(vi), Rule 3(7)(ii)

The value of travelling, touring, accommodation and any other expenses paid or reimbursed by the employer for any holiday availed of by the employee or any member of his household, other than concession referred to in rule 2B, shall be determined as the sum equal to the amount of the expenditure incurred by the 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 will be limited to the expenses incurred in relation to such extended period of stay or vacation. The amount so deter

mined shall be reduced by the amount, if any paid or recovered from the employee for such benefit or amenity.

4. Free food or refreshment   Section 17(2)(vi), Rule 3(7)(iii)

The value of free meals provided by the employer to an employee shall be the amount of expenditure incurred by the 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 meals provided by the employer during office hours at office or business premises or through paid vouchers which are not transferable and usable only at eating joints if the value thereof in either case is upto Rs. 50 per meal or to tea or snacks provided during office hours or to free meals during working hours provided in a remote area or an offshore installation.

Circular 15/2001, Dated 12/12/2001 Not only tea but similar non-alcoholic beverages given to the employees as refreshment during office hours are not chargeable to tax.  

5. Gifts to the employees   Section 17(2)(vi), Rule 3(7)(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 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.

If the value of gift is Rs.5,000 or more, excess is taxable as per circular no. 15/2001 dated 12/12/2001 and further the gifts in cash or gifts convertible into cash i.e. gift cheques etc. shall be fully chargeable to tax.

If the employer has gifted any shares or debentures, it will be exempt under proviso to section 17(2)(iii).

6. Credit card facility   Section 17(2)(vi), Rule 3(7)(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 or otherwise, paid for or reimbursed by the 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.

7. Club facilities   Section 17(2)(vi), Rule 3(7)(vi)

(A) The value of benefit to the employee resulting from the payment or reimbursement by the employer 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 the 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 provided uniformly to all employees by the employer.

8. Any other benefit   Section 17(2)(vi) Rule 3(7)(ix)

The value of any other benefit provided by the employer to the employee is chargeable to tax but only in case of specified employees and its value shall be determined on the basis of cost to the employer under an arms’ length transaction as reduced by the employees’ contribution.

If the employer has provided telephone facility including the mobile phone, it will be exempt. If the facility has been taken by the employee himself and the employer has made payment or reimbursement, still it is exempt from tax.

If the employer has given telephone allowance, it will be chargeable to tax.

PRESS RELEASE

Section 80C of the Income-tax Act provides for a deduction of up to Rs. One lakh to an individual or a Hindu undivided family (HUF) for:- 

(i) making investments in certain savings instruments; or 

(ii) incurring expenditure on tuition fee and repayment of housing loan. 

2. With a view to encourage small savings, the Government has taken a policy decision to include the investments made in the following two deposit instruments within the ambit of Section 80C:- 

(i) Five Year Post Office Time Deposit Account; and 

(ii) Senior Citizens Savings Scheme. 

3. Therefore, the investment by an individual or a Hindu undivided family (HUF) in these two instruments during the previous year 2007-08 (relevant to assessment year 2008-09), and subsequent years, shall be eligible for deduction under section 80C of the Income-tax Act, subject to the overall ceiling of Rs. One lakh in that section. It is further clarified that investments made on or after 1.4.2007 (i.e. from the beginning of the financial year 2007-08) shall be eligible for this deduction. 

4. Drawing and Disbursing Officers (DDOs) may take such investments into consideration while determining the TDS liability of an employee for the previous year 2007-08 (relevant to assessment year 2008-09) and subsequent years.

AMENDMENT IN CENTRAL SALES TAX FOR MAY-2008

Rates of Central Sales Tax shall be as given below:

1. If the sale is to a registered dealer, the rate of central sales tax shall be equal to local sales tax but highest rate of central sales tax shall be 3%.

2. If the sale is to any other person, rate of central sales tax shall be equal to local sales tax.

