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         Assistant Comptroller (Pre Audit)
Tax Deduction at Source from Salaries during the F.Y.2011-12
Tax Rates applicable to F.Y 2011-12(A.Y.2012-13)

	
	MEN
	WOMEN

	1
	Where the Total Income does not exceed Rs. 1,80,000-00
	N I L
	Where the Total Income does not exceed Rs. 1,90,000-00
	N I L

	2
	Where the Total Income exceeds Rs. 1,80,000-00 but does not exceed Rs. 5,00,000/-
	10 % ( Total Income minus  Rs. 1,80,000-00)
	Where the Total Income exceeds Rs. 1,90,000-00 but does not exceed Rs. 5,00,000/-
	10 % ( Total Income minus Rs. 1,90,000-00)

	3
	Where the Total Income exceeds Rs. 5,00,001/- but does not exceeds Rs. 8,00,000/-
	Rs. 32,000-00 + 20% (Total Income minus Rs. 5,00,000-00)
	Where the Total Income exceeds Rs. 5,00,001-00 but does not exceeds Rs. 8,00,000/-
	Rs. 31,000-00 + 20% (Total Income minus Rs. 5,00,000-00)

	4
	Where the Total Income exceeds Rs. 8,00,000-00
	Rs. 92,000-00 + 30% (Total Income minus Rs. 8,00,000-00)
	Where the Total Income exceeds Rs. 8,00,000-00
	Rs. 91,000-00 + 30% (Total Income minus Rs. 8,00,000-00


· Education Cess @2% on Income Tax & S.H.E.Cess @ 1% No Surcharge

Section 192:

Tax has to be deducted from the salary paid as per sec. 192 of Income Tax Act. As per Sec.192 the

· TDS has to be made.

· By any person responsible for paying salary

· At the time of payment 

· At rates applicable for that F.Y

· At average rate of Income Tax at each payment

· On estimated income of the assessee/payee

· If a person is employed under more than one employer during the year he has to file Form 12B with new employer/DDo giving details of the other salary (See rule 26A).
· If arrears of salary are received –for relief u/s.89,Form 10E has to be filed before the DDO (See rule 21AA).

· If there is other income, or income or loss from house property statement to be filed (Rule 26B).

· Person paying perquisite may himself pay tax on perquisite portion of salary at the average tax.

· If salary paid in foreign currency, its value in rupees has to be calculated at the exchange rate.

· Salary includes Pension.

Estimation of Salary Income:

Salary means any amount paid by employer to employee and it includes:

1)Wages,2)Any annuity or pension,3)Any gratuity,4)Any advance of salary,5)Any fees, commissions, perquisites or profits in lieu of or in addition to any salary or wages.

6)Any payment received by an employee while in service in respect of any period of leave not availed of by him.

7)(a)The portion of the annual accretion in any previous year to the balance at the credit of an employee participating in a recognized provident fund, consisting of employer’s contributions in excess of 12%of the Salary.

(b)Interest credited on the balance in so far as it exceeds 9.5%

8)Transferred balance in a recognized provident fund to the extent to which it is chargeable to tax under sub-rule (4)of Rule 11 of Part A of the 4th Schedule.

And

9)Contribution made by the Central Government in the previous year, to the account of an employee under a pension scheme referred to in section 80 CCD.

Tax has to be calculated on the estimated income, after giving credit to the TDS already made, the amount of tax to be divided by the number of months for which employee has rendered the service during the financial year (If whole year, divide by 12). The resultant amount shall be the amount of TDS to be calculated each month.
Exemptions from salary Income:
Section
Nature of Income
10(5)

Leave Travel concession to any place in India (LTC/LTA)

10(10)

Gratuity received by employees

10(10A)
Commuted value of pension

10(10AA)
Encashment of leave at the time of retirement

10(10B)
Retrenchment compensation

10(10C)
Voluntary Retirement Scheme benefits (VRS) as prescribed.



No relief u/s 89 will be allowed if exemption u/s 10(10C) is claimed
10(10CC)
Non-Monetary perquisites like medical expenses. Etc/

10(11)

GPF/PPF receipts

10(12)

Receipts from recognized provident fund (contributory)

10(13)

Receipts from Superannuation fund

10(13A)
House Rent Allowance (HRA) as per Rules.

10(14)

Special Allowances as per Rules.

Perquisites: [Sec. 17(2) r.w rule 3] : Amount paid by an employer in respect of any obligation which otherwise would have been payable by the employee. Perquisites are benefits in addition to normal salary given by virtue of employement, this benefit or amenity may be free of cost or at concessional rate.
Valuation of perquisites:

(A) Residential Accommodation :

	Si.No
	Circumstances
	Where the accommodation is  unfurnished

	1.
	Where the accommodation is provided by Union or State Government to their employees
	Licence fee determined by Union or State Govt. in respect of accommodation as reduced by the rent actually paid by the employee, if any.

	2.
	Where the accommodation is provided by any other employer and (a) where the accommodation is owned by the employer 
	(i) 15% of salary in cities having population exceeding 25 Lakhs as per 2001census 

(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 any other places.

	
	(b) where the accommodation is taken on lease or rent by the employer
	As per the explanation to Sec. 17(2) read with Rule 3 of Income Tax Rules




Note: If the accommodation provided in SI.No.(1) or (2) with furniture, the perquisite value so calculated will be increased by 10% of the cost of furniture provided or if furniture is hired from third party, the actual charges payable for the same as reduced by charges paid or payable for the same by the employee.


Where on account of transfer from one place to another, the employee is provided with accommodation at the new place of posting while retaining the same at the other place, the value of perquisite shall be determined with reference to only one such accommodation which has lower value for a period not exceeding.  90 days and thereafter the value of perquisite shall be charged for both such accommodations as per the table.

(B) Others
	Perquisites
	Valuation of perquisites

	(a) Sweeper / Gardner / Watchmen / Personal Attendant
	Cost to the employer

	(b) Gas, Electric Energy / Water
	Amount paid by employer

	©  Free / Concessional education
	Amount paid by employer

	(d) Interest free / Concessional loan
	Interest computed as per rates of SBI as reduced by amount recovered from employee

	(e) Use of movable assets
	10% of actual cost / rent or hire paid by the employer as reduced by amount recovered from employee.

	(f) Transfer of movable assets
	Actual cost as reduced by wear and tear 

@ 10% p.a.

Motor Cars 20%     Reducing 
Computers 50%       Value method

	(g) Stocks allotted under employee option & Sweat equity shares & other perquisites as may be prescribed.
	Computation as may be prescribed in Finance Act/Rules.


DEDUCTIONS UNDER CHAPTER VI - A
	Section
	Description
	Deduction Limits

	80C
	Amounts paid to LIC, PF,NSC, Principle repayment of Housing Loan, tuition fee etc.
	Upto 1 Lakh 

	80CCC
	Contribution to Pension funds
	Upto 1 Lakh

	80CCD
	Contribution to Pension Scheme of Central Government
	Upto 10% of salary




* The aggregate amount of deductions U/s 80C, 80CCC and 80CCD shall not, in any case, exceed Rs. 1 Lakh.
	Section
	Description
	Deduction Limits

	80CCF
	Investment in Long term investment bonds(A.Y 2011-12)
	RS.20,000/- in addition to 

Rs.1,00,000 mentioned above

	80D
	Medical insurance premium paid by any mode other than cash
	Up to Rs.15,000/- either for the employee or his family and additional amount of Rs.15,000/- for parent(s) (Rs.20,000/- in case of senior citizens)

	80DD
	Medical treatment of dependent person with disability ( subject to production of medical certificate as prescribed)
	Up to RS.50,000/- (Rs.1,00,000/- in case of severe disability)

	80DDB
	Expenditure on medical treatment (Subject to production of medical certificate as prescribed)
	This deduction cannot be taken into account by the DDO.

	80E
	Interest on loan taken for education of self/Family member. For any course after passing Sr.Secondary examination of equivalent.
	Interest paid for eight consecutive years starting from the year of payment

	80G
	Donation to certain specified funds and recognized charitable institutions.
	100% / 50% as the case may be subject to the limit of 10% of gross total income.

	80GG
	Deduction for rent paid [for persons not covered u/s.10(13A)]
	Rent paid in excess of 10% of total income, Rs.2000/- per month or 25% of total income whichever is less

	80GGC 
	Payment made to Electoral Trusts
	100% deduction

	80U
	Deduction for disabled persons(Subject to production of medical certificate as prescribed)
	Rs.50,000/-&(RS.1,00,000/- in case of severe disability


RELIEF WHEN SALARY ETC.IS PAID IN ARREARS OR IN ADVANCE.
Where the total income assessed is at higher rate than at the normal rate due to reason of receipts of salary / Profits in lieu  of salary, the assessee can apply for relief u/s 89 (in prescribed Form No.10E)

Some Important Points on TDS:

1.
TAN: Each deductor should obtain a TAN. Form for application is ‘49B’. To be applied within 30 days of deduction / collecting tax first time.  Same TAN to be used for all TDS. Forms are issued and accepted by TIN Facilitation Centres.

49B Form can also be downloaded from website www.incometaxindia.gov.in orwww.tin-nsdl.com

2.
Importance of TAN and PAN: All Computerization and Tax information Network is based on unique numbers TAN and PAN as links.  Returns and tax payments in the Banks are linked up using TAN and PAN. Hence, it is necessary to quote TAN of deductor on Challans and Returns and PAN of all deductees in all TDS statements and Certificates.

3.
Failure to intimate PAN to the Employer will attract Penalty of RS.10,000/- u/s272B.


Failure to apply for TAN/quote TAN will attract penalty of  Rs.10,000/- u/s272BB.
4.
Remittance: Tax  deducted or collected must be remitted to Govt.Account as under.


a)If payment by the office of the Government without production of income tax Challan – to be remitted on the same day.


In other cases :


b)If it is credited/paid during a month – on or before 7days from the end of the month in which the deductin is made.
5.
Certificates : Form No.16 for salaries and Form No 16A for other TDS. Broadly there are two time limits for the issue of TDS certificate.


Form 16 is to be issued annually by 31st day of May of Financial Year immediately following the Financial Year in which the income was paid and tax deducted.  Form 16A is to be issued Quarterly within fifteen days from the due date of filing Quarterly e-TDS return.  Companies and Banks are required to issue Form 16A from TIN to their deductees for deductions made from April 1, 2011(F.Y.2011-12).

6.
Non Deduction Certificates : Unless certificate issued by assessing officer u/s.197(1)tax should be deducted at the applicable rates.
7.
Consequences of TDS default: Failure to deduct tax or deduction at lesser rates or failure to remit the TDS to Government Account will invite the following:

· Raising of demand of ‘the Tax’ not deducted/short  deducted,u/s201.

· Charging of interest u/s.201 (1A) @ 1.5% p.m. or part thereof.

· Levy of penalty u/s.271C up to the amount of tax in default.

· Penalty u/s.221 up to the amount  of tax in default for non payment of demand raised.

· Penalty u/s 272A(2) (k) for failure / delay in filing return –Rs .100/- per day.

· Penalty u/s 272A(2)(g) for failure to issue TDS/TCS certificates – RS.100/- per day.

· Prosecution u/s.276B involving rigorous imprisonment for a period of 3 months to 7 years with fine in case  of deduction but  not remittance.
8.Electronic filing of TDS Quarterly statements : The Software/structure format for e-TDS and quarterly statements in Form No.24Q/26Q are available with the NSDL,TIN facilitation centers or it can be downloaded from the website:
www.incometaxindia.gov.in  or www.tin-nsdl.com
9.E-payment of Direct Taxes : Now you can make income tax payment through the internet also. This facility is called e-Tax payment. Procedure for the same is available at www.incometaxindia.gov.in and www.tin-nsdl.com. e-Tax payment is possible only if you have a bank  account with net banking facility and your bank is amongst the banks that provide e-tax payment facility, e-tax payment is compulsory from 1-4-2008 for corporate and tax payers falling u/s 44AB.
OTHER INCOME TO BE INCLUDED BY DDO: The DDO shall take such other income and tax, if any, deducted at source from such income, and the loss, if any, under the head “income from House property” into account for the purpose of computing tax deductible u/s 192 of the I. R Act.

Quarterly Statements of e –TDS
	Form No.
	Quarterly
	Period
	Due Date

	24 Q
	 Q1
	01/04/ to 30/06
	15/07

	24 Q
	Q2
	01/07/ to 30/09
	15/10

	24 Q
	Q3
	01/10/ to31/12
	15/01

	24 Q
	Q4
	01/01 to 31/03
	15/05


· Office of the Government (Pay and Accounts Officer or Treasury officer or Cheque Drawing and Distributing Officer) responsible for crediting tax deducted at source to the credit of the Central Government by Book-entry are now required to electronically file a monthly statement in a new from No.24G within ten days from the end of the month in respect of Tax deducted by deductors and reported to him for that month, to the agency authorized by the Director General of Income – tax (systems)
Important circulars
· TDS certificates issued by Central Government departments which are making payments by book adjustment will be accepted by the Assessing Officers if they indicate that credit has been effected to the income-tax Department by book adjustment and the date of such adjustment is given therein.  Circular No.747 dated 27th December,1996.
· In respect of non-Residents, the salary paid for services rendered in India will be regarded as income earned in India.  It has been speciacally provided in the Act that any salary payable for rest period or leave period which is both preceded or succeeded by service in India and forms part of the salary income earned in India.
· Where Non-Residents are deputed to work in India and taxes are borne by the employer, if any refund becomes due to the employee after he has already left India and has no bank account in India by the time the assessment orders are passed, the refund can be issued to the employer as the tax has been borne by it: Circular No. 707 dated 11th July, 1995.
· There is a specific procedure laid down for refund of payments made by the deductor in excess of taxes deducted at source, vide Circular No.285 dated 21st  October, 1980.
Dos & Don’t’s
1. Use Challan 281 for TDS /TCS remittances. Prefilled Challan can be downloaded from the website and copies of the same can be used.

2. Quote correct PAN / TAN in all your payments & statements.

3. Use separate Challan for each payment under each section – Corporate and Non-corporate separately.
4. Quote Challan Identification Number (CIN) Correctly as under

a.
BSR code


:
(7 digits)

b.
Challan Serial Number
:
(5 digits)

c.
Date of Challan

:
(DD /MM/YY)

      5.
Quote Correct Financial year and Assessment year.

      6.
Verify control totals with Form No.27A

      7.
Do not have multiple TANs.  Use only one TAN and surrender duplicate TANs, if any.

      8.
Each branch should have separate TAN.

9. Do not mix TDS with Advance-tax and Self-assessment tax payments

10. Do not break up Challan amount.

11. Verify Challan amount in statement with the amount deposited.

12.  Verify Payments made, online through Tax Credit Statements (Form 26AS)at www.tin-nsdl.com
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