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Lecture Notes-8 : Income from Salaries-III
  Partially exempted allowances-

(1)HRA—Covered in lecture note-7

 (2) Entertainment allowance: For taxation purposes the sum received as entertainment allowance is added to the gross salary with taxable portion of other allowances to get total salary. Thereafter deduction is allowed as per rule given under section 16(ii). Its detailed description is given under the sub head ‘deduction from gross salary’ in lesson 6.
(3) Tribal area allowance: Tribal area allowance @ Rs.200 p.m. is exempt in the state of M.P., Chhattisgarh, Tamilnadu, U.P., Uttaranchal, Karnataka, Tripura, Assam, W.Bengal, Jharkhandand and Orissa.
(4) Children education allowance: This allowance is exempt @Rs.100 per month per child upto a maximum of two children.
(5) Children hostel allowance: This allowance is exempt @Rs.300 per month per child up to a maximum of two children.
(6) Any allowance granted to an employee working in any transport system: Any allowance is granted to a employee working in any transport system to meet his personal expenses during his duty, performed in the course of running such transport from one place to another place, is exempt in whole of India up to 70% of such allowance or Rs.10,000 p.m. whichever is less.
(7) Underground allowance: It is granted to an employee who is working in uncongenial, unnatural climate in underground coal mines. It will be exempt subject to a maximum of Rs.800 p.m.
(9) Hill compensatory allowance: It is given to employee working in hilly area due to high cost of living in such areas as compared to plains, maximum exempted amount of allowance is given below:
(a) Specified place of Manipur , Sikkim, Utranchal, Himachal Pradesh, Jammu Kashmir and places located at height of more than 9000 feet- Rs.800 per month.
(b) Siachin area of Jammu & Kashmir- Rs.7000 per month.
(c) Other places located at the height of 1000 meters or more above the sea level- Rs.300 per month.
(10) Travelling allowance: Traveling allowance for the fulfillment of duties pertaining to service up to the amount spent for the purpose will be exempted.
(11) Daily allowance: Daily allowance up to the amount spent for the purpose will be exempt.
(12) Conveyance allowance: Conveyance allowance for the fulfillment of official duties up to the amount spent for the purpose will be exempted.
(13) Uniform allowance:  Uniform allowance for the maintain of uniform for wear during official duties up to the amount spent for the purpose will be exempted.

III. Fully exempted allowances

 (1) Foreign or overseas allowance: This allowance is paid by Indian government to employees who are the citizen of India for their services outside India. It is fully exempt for the employees.
 (2) Allowance from U.N.O.: allowance paid by an U.N. Organization to its employees is fully exempt from tax.  
 (3) Sumptuary Allowance to High Court or Supreme Court Judges: Such allowance given to High Court or supreme Court judges is fully exempt from tax. 
(4) Per-Diem allowance for boarding and lodging or staying at a hotel is fully exempt.


Perquisites:
It is common that with monetary payment some other benefits, either in the form of goods or services, are also provided to the employee. These might be taxable or tax-free within the jurisdiction of the income tax act. These are known as perquisites. These perquisites certainly enhance the income of a taxpayer. Hence, their valuation is essential. These perquisites may be of three kinds:

I. General Perquisites (taxable for all employees)
General perquisites which are taxable in case of all employees.
1. Rent free house or accommodation.
2. Concessional rent-free house or accommodation.
3. Payment of employees’ liabilities.
4.  Payment of education expenses of employees’ children.
5. Premium paid for life insurance annuity of the employee.
6. Payment of income tax on employee’s salary.
7. Payment of employment tax or professional tax of the employee by the employer.
8. Payment by the employer, either directly or through a fund other than recognized provident fund or approved superannuation fund to effect on the life of employee or annuity.
9. The value of any specified security or sweat equity shares allotted or transferred by the employer to the employee without consideration or at a concessional rate. 
10. The amount of any contribution to an approved superannuation fund by the employer in respect of the assessee, to the extent exceeding Rs. 7,50,000. 
11. Provision of interest free or concessional loan.
12. Use of movable assets.
13. Transfer of movable assets by the employer to his employee.
14. Holiday enjoyment- travelling touring, accommodation etc. 
15. Free food - more than Rs. 50 per meal per day. 
16. Gift 
17. Expenses charged to a credit card 
18. Club expenses etc. 

(II) Specific perquisites (taxable for specified employees)
    The specific perquisites mean such benefits which are not included in the income of every employee but are added to the income of some specific employees. The following are treated as specific employees:
A. Director- employee of a company – the person who is an employee and director in the same company.
or
B. Any person who has specific (substantial) interest in the company and owns not less than 20% of voting power.
or
C. A person drawing a total amount of more than Rs.50000 worth of monetary benefits from the employer after making deduction under section 16.
       These include the following perquisites:
1. Car Facility
2. Gas, electric energy and water,
3. Sweeper, watchman, gardener and personal attendant.
4. Education facility to the members of employee’s household.
5. Transport facility 
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