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•••••
Reference is invited to Circ ular No. 20/2020 dated 03.12.2020 'vhereby the rates of

dedu ction of income-tax from the payment of income under the head "Salaries" under Section

192 of the Income-tax Act, 1961 (hereinafter 'the Act'), during the financial year 2020-21,

were intimated. The present Circular contains the rates of deduction of Income-tax from the

payment of income chargeable under the head "Salaries" during the financial year 2021-22

and explains certain related provisions of the Act and Income-tax Rules. 1962 (hereinafter the

Rules). All the sections and rules referred are of Income-tax Act. 196 1 and Income-tax Rules,

1962 respectively unless otherwise speci fied. The relevant Acts, Rules. Forms and

Notifications are avai lable at the website of the Income Tax Departmen t-

www .incometaxindi(l,gov.in.

As per section 192 (I ) of the Act, any person responsible for paying any income chargeable

under the head "Salaries" shall, at the time of payment, deduct income-tax on the amount

payable at the average rate of income-tax computed on the basis of the rates in force for the

financial year in which the payment is made, on the est imated income of the assessee under

the head of Salary income for that financial year.

The section also provides that a person responsible for paying any income chargeable under

the head "Salaries" shall furnish to the person to whom such payment is made a statement

giving correct and complete particulars of perquis ites or profits in lieu of salary provided to

him and the value thereof.



1. Definition or vsa tary'', " perquisite" and " profit in lieu ef salary" (section 17)

1.1 What is sa lary?

As per section 15 of the Act, the following incomes are chargeable to income-tax under the

head "Salaries"-

(a) any sa131)' due from an employer or a fonner employer to an assessee in the previous year.

whether paid or not;

(b) any salary paid or allowed to him in the previous year by or on behalf of an employer or a

former employer though not due or before it became due to him;

(c) any arrears of salary paid or allowed to him in the previous year by or on behalf of an

employer or a former employer, if not charged to income-tax for any earlier previous

year.

As per section 17 of the Act. Salary includes the following:

i) wages;

ii) any annuity or pension;

iii) any gratuity;

iv) any fees, commissions. perquisites or profits in lieu of or in addition to any salary or

wages;

v) any advance of salary;

VI) any payment received by an employee in respect of any period of leave not availed of by

him;

vii) the portion of the annual accretion to the balance at the cred it of an employee

participating in a recognised provident fund. to the extent to which it is chargeable to tax

under rule 6 of Part A of the Fourth Schedule;

a) contributions made by the employer to the account of the employee in a recognized

provident fund in excess of 12% of the salary of the employee, and

b) interest credited on the balance to the credit of the employee in so far as it is

allowed at a rate exceeding such rate as may be fixed by Central Government by

notification in the Official Gazette;

viii) the contribution made by the Central Government or any other employer to the account

of the employee under the New Pension Scheme as notified vide Notification F.N.
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Sn 12003- ECB&PR dated 22.1 2.2003 (enclosed as Annexure VII) referred to in section

80CCD (para 5.5.3 of this Circular);

ix) the aggregate of all sums that are compr ised in the transferred balance as referred to in

sub rule (2) of rule II of Part A of the Fourth schedule of the Act in case of an

employee participating in a recognized provident fund, to the extent to which it is

chargeable to tax under sub-rule (4) thereof.

It may be noted that. since salary includes pension, tax at source would have to be deducted

from pension also, unless otherwise so required. However, no tax is required to be deducted

from the commuted portion of pension to the extent exempt under section 10 ( IGA).

Family Pension is chargeable to tax under the head "Income from other sources" and

not under the head "Salaries". Therefore. provisions of section 192 of the Act are not

applicable. Hence, DOOs are not required to deduct TDS on family pension paid to person.

1.2 \\'hat is a Perquisite?
As per Section 17(2) of the Act, perquisites include:

i) The value of rent-free accommodation provided to the employee by his employer;

ii) The value of any concession in the matter of rent in respect of any accommodat ion

provided to the employee by his employer;

iii) The value of any benefit or amen ity granted or provided free of cost or at concessional

rate in any of the following cases:

a) By a company to an employee who is a director of such company;

b) By a company to an employee who has a substantial interest in the company;

c) By an employer (including a company) to an employee, who is not covered by

(a) or (b) above and whose income under the head "Salaries" (whether due from

or paid or allowed by, onc or more employers), exclusive of the value ofall

benefits or amenities not provided for by way ofmonetary payment, exceeds

Rs.50,OOOI-.

[What constitutes concession in the matter of rent have been prescribed in Explanations

I to 4 below section 17(2)(ii) of the Act.]

iv) Any sum paid by the employer in respect of any obligation which would otherwise

have been payable by the assessee.

v) Any slim payable by the employer. whether direct ly or through a fund. other than a

recognized provident fund or an approved superannuation fund or other specified

funds uls 17, to effect an assurance on the life of an assessee or to effect a contract
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for an annuity.

vi) The value of any specified security or sweat equity shares allotted or transferred,

directly or indirectly, by the employer, or fanner employer, free of cost or at

concessional rate to the employee. For this purpose,

(a) "specified security" means the securities as defined in section 2(h) of the

Securities Contracts (Regulation) Act, 1956 and, where employees' stock option

has been granted under any plan or scheme therefore, includes the securities

offered under such plan or scheme;

(b) " sweat equity shares" means equity shares issued by a company to its

employees or directors at a d iscount or for consideration other than cash for

providing know-how or making available rights in the nature of intellectual

property rights or value addit ions, by whatever name called;

(c) the value of any specified security or sweat equity shares shall be the fair

market value of the specified security or sweat equity shares, as the case may be,

on the date on which the option is exercised by the assessee as reduced by the

amount actually paid by, or recovered from the assessee in respect of such security

or shares;

(d) "fair market value" means the value determined in accordance with the method

as may be prescribed (refer Rule 3(9) of the IT Rules);

(e) "option" means a right but not an obligation granted 10 an employee to

apply for the specified security or scveat equity shares at a predetermined price;

(vii) the amount or the aggregate of amounts of any contribution made to the account of

the assessee by the employer-

(a) in a recognised provident fund;

(b) in the scheme referred to in sub-section (1) ofsection 8QCCD; and

(c) in an approved superannuation fund,

to the extent it exceeds seven lakh and fifty thousand rupees in a previous year;

(viia) the annual accretion by way of interest, dividend or any other amount of similar

nature during the previous year to the balance at the credit of the fund or scheme

referred to in clause (vii) above to the extent it relates to the contribution referred to

in the said clause which is included in total income; and

(viii) the value of any other fringe benefit or amenity as prescribed in Rule 3.
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1.3 What is profit in lieu of salary ?

As per Section 17(2) of the Act. 'Profits in lieu o f salary' include:

I. the amount of any compensation due to or received by an assessee from his

employer or former emp loyer at or in connecti on with the termination of his

employment or the modificat ion of the terms and conditions re lating thereto;

II. any payment (other than any payment refe rred to in clauses (10) , (lOA), (IOB), (l 1),

(12) (I 3) or (13A) of section 10) due to or received by an assessee from an employe r

or a former emp loyer or from a providen t or other fund, to the extent to which it

docs not consist of contributio ns by the assessee or interest on such contributions or

any sum received under a Keyman insurance policy including the sum alloca ted by

way of bonus on such policy.

"Keyman insurance policy" sha ll have the same mean ing as assigned to it in sec tion

IO(/OD):

Ill. any amount due to or received, whether in lump sum or otherwise , by any assessee

from any pcrson-

(A) before his joining any emp loyment with that person ; or

(B) after cessation of his em ployme nt with that person .

2. RATES OF INCOM E-TAX AS I'ER FINANCE ACT, 202I

As per the Finance Ac t, 2021 , the rates of income tax for the FY 2021 -22 (i.e. Assessment

Yea r 2022-23) are as follows:

2. 1 Rates of tax

A. No rma l Rates of ta x: In the case of cu rl ind ivid ua l other than the Individuals

r eferred 10 in para (B) and (e) bel ow:

S. Total Income Rate of tax
No

I Where the total income does not Nil;
exceed Rs. 2,50,000/-.

2 Where the total income exceeds 5 per cent of the amount by which the total
Rs. 2,50,0001- but does not income exceeds Rs. 2,50,000 /-;
exceed Rs. 5,00,000/-.

3 Where the total income exceeds Rs. Rs. 12,500/- plus 20 per cent of the amount by
5.00.000/- but does not which the total income exceeds Rs. 5,00,000/-;
exceed Rs. 10,00,000/-.

4 Where the total income exceeds Rs. 1,12,5001- plus 30 per cent of the amount by
Rs. 10.00,000/-. which the total income exceeds Rs. 10,00,000/-.
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B. Rates of tax for every Individual, being a resident in India, who is of the age of sixty
yea rs or more but less than elgb ty yea rs at any time du r ing the financial l ear:

51 Total In come Rate of tax
No

1 Where the total income does not Nil;
exceed Rs. 3,00,000/-

Z Where the total income exceeds 5 per cent of the amount by which the total
Rs. 3,00,000 but does not exceed income exceeds Rs. 3,00,0001-;
Rs. 5,00,000/-

3 Where the tota l income exceeds Rs. 10,0001- plus 20 per cent of the amount by
Rs. 5,00,000/- but does not which the total income exceeds Rs. 5,00,000/-;
exceed Rs. 10,00.000/-

4 Where the total income exceeds Rs. 1,10,000/- plus 30 per cent of the amount by
Rs. 10,00,000/- which the total income exceeds Rs. 10,00,000/-

C, In case of eHI")· individual, being a resident in India. who is or the age or eigh ty
yea rs or more at an)' time du ring the financial yea r :

51 Total Income Rate of tax
No
I Where the total income does not Nil;

exceed Rs. 5,00,000/-
Z Where the total income exceeds 20 per cent of the amount by which the tota l

Rs. 5,00,000 but does not exceed income exceeds Rs. 5,00,000/-;
Rs. 10,00,000/-

4 Where the total income exceeds Rs. 1,00,000/- plus 30 per cent of the amount by
Rs. 10,00,000/- which the total income exceed s Rs. 10,00 ,000/-.

2.2 Surcharge on Income-tax

The amount of Income-tax computed in accordance with the provisions of section lilA or

section 11 2 or section 112A or the provisions of section 11 5BAC of the Income-tax Act,

shall be increased by a surcharge for the purposes of the Union, calculated, in the case of

every individual or Hindu undivided family or assoc iation of persons or body of indiv iduals.

whether incorporated or not, or every artifi cial juridica l person referred to in sub-clause (vii)

of clause (3 1) of sect ion 2 of the Income-tax Act 1961-

(a) having a tota l income (including the income by way of dividend or income under the

provisions of section Ili A and section 11 2A of the Income-tax Act) exceeding fifty lakh

rupees but not exceeding one crore rupees, at the rate of ten per cent. of such income-tax;

(b) having a total income (including the income by way of d ividend or income under the

prov isions of section Il i A and sect ion 112A of the lncome-tax Act) exceeding one crore
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rupees but not exceeding two crore rupees, at the rate of fifteen per cent. of such income-tax;

(c) having a tota l income (excluding the income by way of dividend or income under the

provisions of section I l iA and section ll2A of the Income-tax Act) exceeding two crore

rupees but not exceeding five crore rupees, at the rate of twenty-five per cent of such

income-tax;

(d) having a total income (excluding the income by way of dividend or income under the

provisions of section I liA and section 112A of the Income-tax Act) exceeding five crore

rupees, at the rate of thirty-seven per cent of such income-tax; and

(e) having a total income (including the income by way of dividend or income under the

provisions of section I l iA and section t 12A) exceeding two crore rupees, but is not covered

under clauses (c) and (d). shall be applicable at the rate of fifteen per cent. of such income­

tax:

Provided that in case where the total income includes any income by way of dividend or

income chargeable under section I I lA and section I 12A of the Income-tarx Act, the rate of

surcharge on the amount of Income-tax computed in respect of that part of income shall not

exceed fifteen per cent.:

Provided further that in the case of persons mentioned above having total income exceeding,

(a) fifty lakh rupees but not exceeding one crore rupees, the total amount payable as income­

tax and surcharge on such income shall not exceed the total amount payable as income-tax

on a total income of fifty lakh rupees by more than the amount of income that exceeds fifty

lakh rupees;

(b) one crore rupees but docs not exceed two crare rupees, the total amount payable as

income-tax and surcharge on such income shall not exceed the total amount payable as

income-tax and surcharge on a tota l income of one crore rupees by more than the amount of

income that exceeds one crore rupees;

(c) two crore rupees but does not exceed five crore rupees, the total amount payable as

income-tax and surcharge on such income shall not exceed the total amount payable as

incorne-ta:x and surcharge on a total income of two crore rupees by more than the amount of

income that exceeds 1\\'0 crore rupees:

(d) five erore rupees, the total amount payable as income-tax and surcharge on such income
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sha ll not exceed the total amount payable as income-tax and surcharge on a total income of

five crore rupees by more than the amount of income that exceeds five c rore rupees.

2 .3 Health and Ed ucation Cess

The amo unt of In come tax as inc reased b)' th e applica ble surcha rge s ha ll be fur t her

inc re ased b)' an additiona l s urcharge, for the purposes of Union, to be called " Healt h

and Ed uca tion Cess on Income-tax" .

Health and Education Cess on Income-tax sha ll be levied at the rate of four percent of

income tax including surcharge wherever applicable. No marginal rel ief shall be available in

respect of such cess.

2 .4 Conc cssio na l Rates of Tax u1s 115BA C

Section ll 5BAC of the Income-tax Act, 1961 was inserted by the Finance Act, 2020 w.e.f.

Assessment Year 202 1-22. The new section 115BAC prov ides that the income-tax payable in

respect of the total income of a person. being an individual or a HUF, for any prev ious year

relevant to the assessme nt yea r beg inn ing on or after the 1st day of April, 202 1, shall. at the

option of such person. be computed at the concessional rates as given in table below :

51. Tota l Inco me Ra te of tax
No.
I Up to Rs. 2.50 000 Nil
2 From Rs. 2.50.001 to Rs. 5,00.000 5 ocr cent
3 From Rs. 5 00,00 1 to Rs. 7.50,000 10 per cent
4 From Rs. 7.50001 to Rs. 10,00,000 15 ocr cent
5 From Rs. 10,00.001 to Rs. 12,50,000 20 per cent
6 From Rs. 12,50.001 to Rs. 15,00.000 25 oer cent
7 Above Rs. 15,00,000 30 percent

Such person is required to exerc ise the option in the prescribed manner a long with the retum

of income to be furnished under section 139( J) o f the Act for the previous year relevant to the

assessment yea r. The concessiona l rates of tax provided under section (I SBAC are subject to

the condition that the total income of the individual or HUF shall be computed : -

a) Without any exemption or deduction speci fied under clause (i) of sub-section (2) of

secti on 115BAC.

b) Without set ofT of any loss speci fied in clause (ii} of sub-section (2) of sec tion

11 5BAC.

c) Without any exemption or deduction for allowances or perquisite, by whatever name

ca lled. prov ided under any other law for the time being in force, as specified in the

clause (iv) of sub-section (2) of section J ISBAC.
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Further, surcharge on income-tax as conta ined in Para 2.2 shall be applicable in case of person

opting for concessional tax regime . Where the perso n fails to satisfy the conditions contained

in sub-section (2) in any previous year, the option shall become invalid in respect of the

assessment year relevant to that previous year and other prov isions of the Act shall apply, as if

the optio n had not been exe rcised for the assessment yea r re levant to that previous year.

Further. where the opt ion is exercised under clause {i) of sub-section (5), in the even t of

failure to satis fy the cond itions contained in sub-sect ion (2). it sha ll become invalid for

subsequent assessment years also and other prov is ions of the Act sha ll apply for those years

accordingly.

T he conditions speci fied in subsectio n (2) of sectio n 11 5BAC is as follows:

For the purposes of sub-section (1), the total income of the individual or Hindu undivided
f amily shall be computed-

(i) without any exemption or deduction under the provisions of clause (5) or clause (13A) or
prescribed under clause (N ) (other than those as may be prescribed for this purpose) or
clause (17) or clause (32) . of section 10 or section IOAA or section 16 or clause (b)
ofsection 2-1 (in respect of the pmperty referred to in sub-section (2) of section 23) or
clause (iia) of sub-section (1) ofsection 32 or section 32AD or section 33AB or section
33ABA or sub-clause (ii) or sub-clause (iia) or sub-clause (iii) ofsub-section (l) or sub­
section (2M) of section 35 or section 35AD or section 35CCC or clause (ifa) ojsection
57 or under any of the provisions oj Chapter VI-A other than the' provisions oj sub­
section (2) ojsection 80eeD or section 8OJJAA;

(if) without set ojf oj any loss,-

(a) carried fo rward or depreciation fr om any earlier assessment year, if such loss or
depreciation is attributable 10 any ofthe deductions referred to in clause (i);

(b) under the head "Income f rom house property " with any other head ojincome;

(iii) h)' claiming the depreciation. if an)'. under any provision of section 32. except clause
{iia] of sub-section (I) of the said section, determined in such manner l IS may be
prescribed; and

(iv) without any exemption or deduction f or allowances or perquisite. by whatever name
called. provided under any other lawfor the time being injorce.

Furthermore, in case o f a person having income from business or profession. such person is

required to exercise the option in prescribed manner on or befo re the due date specified under

such-sectio n (I) of section 139 of the Act for any previous year re levan t to assessment year

commencing on or after 0 1.04.202 1 and such option once exercised shall apply to subsequent

assessment years . Howeve r, in case of such persons, the option once exercised can be

withdrawn only once and such person shall never be el igible to exercise the option again

unless such person ceases to have income from business or professio n.
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3. SECTION \92 OF THE INCOME-TAX ACT, 1961; BROAD SCHEME
Of TAX DEDUCTION AT SOURCE FROM "SALARIES"

3.1 Method of T"" Calculation

Every person who is responsible for pay ing any inco me chargea ble unde r the head "Sa laries"

shall deduct income-tax on the estimated income of the assessee under the head "Sala ries" for

the financial year 202 1-22. The income-tax is required to be calculated on the basis of the

rales give n in para 2 above, subject to the provisio ns re lated to req uirement to furnish PAN

or Aad haa r number, as the case may be. as per sec l06A A of the Act and T DS u/s 192 shall

be deducted at the time of each payment.

As per sect ion 192(I C) of the Act a person. being an eligible start-up referred to in section

SO-lAC. responsible for paying any income to the assessee being perquisite of the nature

specified in sub-clause (vi) of clause (2) of Section 17 in any previous year relevant to

Assessmen t year 2021-22 and thereafter, shall dedu ct or pay. as the case may be, tax on such

income within 14 days-

a) afte r the expiry of 48 months from end of the releva nt assessment yea r; or

b) from the date of sa le of such spec ified security or sweat equity share by the

assessee; or

c) from the date of the assessee ceasing to be the employee of the person.

whichever is the earliest, on the basis of rates in force for the financia l yea r in wh ich the said

speci fied sec urity or sweat eq uity share is al lotted or transferred .

Any employee intending to opt for the co nccssional rates of tax unde r section 115B AC of the

Act . may intimate the ded uctor, bei ng his employer. of such intention for eac h prev ious year

and upon such intimation, the ded uctor sha ll compute his tota l income. and make T DS

thereon in accorda nce with the provisio ns of sect ion 115BAC. If such intimation is not made

by the employee. the employer sha ll make T DS without conside ring the prov ision of sec tion

115B AC of the Act. The intimation so made to the deductor sha ll be only for the purpose of

TDS during the previous yea r and can not be modified during that year. (CB DT Circular No.

c i of2020 dated 13.04.2020)

No tax, however, will be required to be dedu cted at source in a case unless the estimated

sa lary income including the value of perqu isites is taxable after giving effect to the

exemptions, deductions and re lief as appli cab le. (Some typical illustrations ofcomputation of

tax an! given at Annexure-h.
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3.2 Pavrnent of Tax on Perquisites by Employer

Perquisites are divid ed in two parts i.e. monetary perquisites and non-monetary perquisites.

Monetary perquisites are taxable for a ll employees and non-monetary perqui site s are taxable

in the hands of spec ified em ployees. The followin g employee s are deemed as spec ified

emp loyees :

I) A director-employee

2) An em ployee who has substantial interest (i.e. beneficia l owner of equ ity shares

carrying 20% or more voting power) in the employer-company

3) An employee whose monetary income under the sa lary exceeds Rs.50.000.

Th e taxable va lue of perquisites can be determi ned on the bas is of speci fic rules for

va luation of certa in perquisites as laid down in Rule 3 of the Income-tax Rules

An option has been given to the employer to pay the tax on non-moneta ry perqui sites given

to an em ployee. The employe r may, at its option, make payment of the tax on such

perquisites himsel f wit hout making any TDS fro m the sala ry of the employee. As per

Section IO(IOCC) of the Act, the tax paid on such non-monetary perqu isites by the employer

is exempt from tax in the hands of the employee. However. the employer will have to pay

the tax at the time when such tax was otherwise deduct ible i.e. at the time of payment of

income chargea ble unde r the head "sala ries"; to the emp loyee.

3.3 Computat ion of Average Income Tax

For the purpose of making the paym ent of tax on the pay ment of any income in the nature of

non-monetary perq uis ites, mentioned in para 3.2 above, tax payable is to be determ ined by

calculating the average rate of tax on the income chargeab le under the head "salaries",

including the value ofpcrquisites for \...-hich tax has been paid by the employer himself.

Illustration:

Th e income chargeab le under the head 'sa laries" of an employee below sixty years of age

during the Financia l Year 2021-22, is Rs. 6,00,000/- (inc lusive of a ll perqu isites), out of

which, Rs. 50,000/- is on acco unt or non-monetary perquisites and the employe r opts to pay

the tax on such perquisi tes as per the provisions discussed in para 3.2 above.

STEPS'.
Income Chargeable under the head -Setanes" Rs.6.00.000/-
inclush..c of all perquisites
Ta.x as per normal rates on Tota l Salary (including Cess) Rs. 33,800/-

Average Rate ofTax [(33, 800!6,OO,OOO) X100] 5.63%
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Tax payableon Rs.50,000/= (5.63% of50,000) Rs. 2815
Amount required to be deposited each month Rs. 235= 281 5/12

-
The tax so paid by the employe r sha ll be deemed to be TDS made from the salary of the
employee .

3.4 Salary from more than one employer

Section 192(2) deals with situations where an individual is work ing under more than one

employer or has changed from one empl oyer to anothe r. It provides for deduction of tax at

sou rce by such emplo yer (as the tax payer/employee may choose) from the aggregate sa lary

of the employee, who is or has been in receipt of salary from more than one employer. The

employee is now required to furn ish to the present/chosen empl oyer details of the income

under the head "Salaries" due or received from the fonner/other employer and also tax

deducted at source therefro m, in wr iti ng a nd duly verilled by him and b)" th e

former/oth er em ployer. The presen t/chosen empl oyer will be requ ired to deduct tax at

sou rce on the aggregate amount of sa lary (including salary received from the forme r or other

emp loyer).

3.5 Relief When Salary Paid in Arrear or Advance

3.5.1 Section 89 of the Act provides for rel ief to an assessee to whom salary is being paid in

arrear or advance as a result of whic h. his total income is assessed at a higher rate than that at

which it would otherwise have been assessed. Such an assessee can make an applicat ion to the

Assess ing OlTicer who shall grant rel ief in the prescri bed manner. Rule 2 1A of the Rules

provide the manner for computation of such relief.

3.5.2 Under section 192(2A) whe re the assessee, being a Gove rnmen t servant or an

employee in a compa ny, co-operat ive soc iety. local author ity, university, institution.

association or body is entitled to the relief under Sec tion 89, he/she may furnish to the person

responsible for making the payment referred to in Para (3.1), such particulars in Form No.

IDE (Rule 2 1AA of the Income tax Rules) duly ver ified by him, and thereupon the person

respons ible, as aforesa id, shall com pute the relief on the basis of such part iculars and take

the same into account in making the deduct ion under Para(3.1) above . Further, such

assessee shall upload the aforesa id Fonn IOE electron ically in the e-F iling porta l along with

the return of incom e.

3.5.3 Here 'university" means a un iversity estab lished or incorpora ted by or under a

Ce ntral, State or Provincial Act, and includes an institution decla red under Secti on 3 of the
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University Grants Commission Act, 1956 to be a university for the purpose of that Act.

3.5.4 With effect from 1/04120I0 (AY 20 I0-11), no such rel ief shall be granted in

respect of any amo unt received or receivable by an assessee on his voluntary retirement or

termin ation of his service. in accordance with any scheme or schemes of voluntary

ret irement or in the case of a public sector company referred to in section IO(lOC)(i) (read

with Rule 2BA), a scheme of voluntary separation, iran exemption in respect of any amount

received or receivable on such voluntary retirement or termi natio n of his service or voluntary

separation has been claimed by the assessee under section IO( IOC) in respect of such, or any

other, assessment year.

3.6 {nroonation regarding Income under any other head

Section 192(2B) enab les a taxpayer to furnish particulars of income under any head other

than "Salaries" (not being a loss under any such head other than the loss under the head ­

' Income from house property') received by the taxpayer for the same financial year and of

any tax deducted at source thereon. The particulars may now be furnished in a simple

statement. which is properl y signed and verified by the taxpayer in the manner as

prescribed under Rule 26B(2) of the Rules and shall be annexed to the simple statement. The

fonn of verificat ion is reproduced as under:

I. (na me of tbe assessce). do declare that what is stated
above is true to the best of my information and belief.

It is reiterated that the DDO can take into account loss only under the head "Income from

house property" . Loss under any other head cannot be considered by the DDO for

calculating the amount of tax to be deducted. It may be noted that loss under the head

"Income from house prope rty" can be set off only up to Rs. 2.00 lakh \...-ith the income under

any other head of income in view of the amendment to section 71 of the Act vide Finance

Act, 20 17. lienee, loss under the head " Income from house property" in excess of Rs. 2.00

lakh is to be ignored for calculating the amount of tax deduct ion.

3.7 Computat ion of income un der the head ""Income from house property"~

Section 192(2D) enables the person responsible for makin g the paymen t to obtain the

evidence or proof of the prescribed cla ims, including claim for set-off of loss. While taking

into acco unt the loss from House Property, the DDO shall ensure that the employee files the

declarati on referred to above and encloses therewith a computation of such loss from house

property. Following details shall be obtained and kept by the employer in respect of loss

claimed under the head "Income from House Property" separately for each house property:
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a) Gross a nnua l rent/value

b) Municipal Taxes paid, ifany

c) Deduction claimed for interest paid, ifany

d) Ot her dedu ctions cl aimed

c) Address of the property

T he DDO sha ll also ensure furnishing of the evidence or particula rs in Form No. 12BB in
res pect of deduction of interest as specified in Rule 26C read wit h section 192 (21) .

3.7.1 Conditions for claim of deduction of interest on borrowed capital for computation
of Income from House PropertY [section 24(b)J

Section 24(b) of the Act a llows deducti on from income from houses property on interest on

borrowed capita l as under :

I . the deduction is a llowed on ly in case of house property which is owned and is in the

occupation of the employee for his own residence. In case the house property is not

occupied by the employee in view of his place ofthe e mployment be ing at othe r place,

then his residence in that othe r place should not be in a bu ilding belon ging to him.

11. the quantum of deduction allowed as per table below:

51 Purpose of borrowing capital Date of borrowing Maximum Deduction
No capital Allowable
I Repair or renewal or Any time Rs. 30.()OO/.

reconstrur...nion of the house
2 Acquisition or construction of Before 01.04.1999 Rs.30.000/-

the house
3 Acquisition or construction of On or after Rs. 1.50.000/.

the house 01.04.1999 (uoto AY 20 14-15)
Rs. 2,OO,OOO/-

(w. e. f. AY 2015-16)
4 t'gg rcgatc deduction of SI. I and 51. 3 of the table above shall not exceed

R~.2.00 000/- from the Financ ia l Year 20 19-20.

In case of Serial No.3 above :

(a) The acquisit ion or construction of the house shou ld be completed within 5 years

from the end of the FY in whic h the capita l was bor rowed. Hence, it is necessary

fo r the DDO to have the co mpletion certificate o r the ho use prope rty agai nst whic h

deduction is cla imed eithe r from the bu ilder o r through se lf-de claration from the

employee.

(b) Further any prior pe riod interest for the FYs upto the FY in which the property was

acqu ired or constructed (as red uced by any part of interest allowed as deduction

und er any othe r section of the Ac t) shall be dedu cted in equa l insta llments for the
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FY in quest ion and subsequent four FYs.

(e) The employe e has to furn ish before the DDO a certifica te from the person to whom

any interest is payable on the borrowed capital specifying the amount of interest

payable. In case a new loan is taken to repay the earlier loan, then the certificate

should also sho w the detai ls of Principa l and Interest of the loan so repaid.

As discussed in para 4.7.4. section 192(2D) read with rule 26C makes it mandatory for the

ODD to obta in followin g details/evidences in respect of Interest deductible.

(i) Interest payabl e or paid

(ii) Na me of the lender

(iii) Addre ss of the lender

(iv) PAN or Aadhaar number of the lender

PAN or Aadhaar number, as the case may be, of the lender being financial institution or

employer, is to be provided if it is availab le with the employee. However, in case of other

lenders, obtaining of PAN or Aadhaar number is mandatory by the DDO.

3.8 Adjustment for Excess o r Shortfall of Ded uct ion

The provisions of Section 192(3) allow the deductor to make adj ustments for any excess or

shortfall in Tax deduction arising out of any previous deduction or failure to deduct during

the financial year.

3 .9 Sa lary Paid in Foreign Currency

For the purposes of deduct ion of tax on salary payable in foreign currency, the value in

rupees of such salary shall be calculated at the "Telegraphic transfer buying rate" of such

currency as on the date on which tax is required to be deducted at source (see Rule 26 and

Rule 11 5).

4 Persons Res ponsible For De ducting Tax And The ir Duties

Section 204 of the Act explains the meaning of the expression "Person responsible for
paying" .

As per Clause (i) of section 204, in the case of payment of Salary, other than payments by

the Central Government or the State Gove rnment, the "person responsible for paying" for the

purpose of Section 192 means the employer himself or if the employer is a Company, the

Company itself includ ing the Principal Officer thereof.

As per Clause {iv} of section 204, in case the credit. or as the case may be, the payment of
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any sum chargeab le under the Act, is made by or on behalf o f Ce ntral Government or State

Government , the Draw ing and Disb ursing Officer or any other person by whatever name

ca lled, responsible for crediting, or as the case may be, payin g such sum is the "person

responsible for paying" for the purpose of Section 192.

As per Clause (v) of section 204, in case of a person not resident in India, the "person

responsible for payi ng" means the person himself or any person author ised by such person or

the agcnt of sueh person in India including any person treated as an agent under section 163.

4.1 Tax Ded uction at Source

The concept of Tax deduction at Source (TDS) was introduced with an aim to collect tax

from the source of incom e. As per this co ncept, a person (deductor) who is liable to make

paym ent of spec ified nature to any other person (deductee) shall deduct tax at source and

remit the same into the account of the Centra l Government. The deductee. from whose

income. tax has been deducted at source, wo uld be entitled to get credit of the amou nt so

deducted on the basis of Form 26AS or TDS ce rtificate issued by the deductor.

4.1.2 Rates for tax deduction at source

Section 192 does not specify any TDS rate.However as per section 192( 1), the tax deduction

shall be made at the average rate of income tax on the amount payable, com puted on the

basis of the rates in force for the financial year in wh ich the payment is made, on the

estimated income unde r the head of Salary for that financia l year. The rates as per different

income slabs are specified in the First Sched ule to the Finance Act. In the case of payment to

non-resident persons, the withhold ing tax rates spec ified under the Double Taxation

Avoidance Agreements shall a lso be considered.

4.2 Deduction of Tax at Ni l or Lower Rate

If the j urisd ictional TDS o fficer of the employer issues a cert ificate of No Deduction or

Lower Deduction of Tax under section 197 of the Act, in response to the applicatio n filed

before him in Form No 13 by the empl oyee, then the DDO should take into account such

certificate and deduct tax on the salary payable at the rates mentioned therein . (see Rule

28AA) . The Unique Identification Number of the ce rtificate is required to be reported in

Quarterl y Statement onD S (Form 24Q).

4.3 Deposit of Tax Ded ucted

As per section 200 of the Act, any person responsib le for ded ucting any sum has to pay

within the presc ribed time, the sum so ded ucted to the cred it of the Centra l Government.
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