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DIRECT TAX – LAWS AND PRACTICE 
 

WEEK 8      E TEXT 

 

 

DEDUCTIONS FROM GROSS TOTAL INCOME 

 

 Exemptions vs. Deductions 

The various items of income which are mentioned in Section 10 are 

not included in the computation of total income. 

Whereas, items which are allowed as deductions are included in the 

computation of total income, but they ultimately get deducted from 

the total income to arrive at the total taxable income of an 

assessee. 

 General Provisions 

A. Section 80A (1) 

According to Section 80A (1), while computing the total 

income of an assessee, the deductions specified in Section 

80C to 80U shall be allowed from the Gross Total Income of 

the assessee. 
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B. Section 80A (2) 

The aggregate amount of deduction specified in this section 

shall not exceed the Gross Total Income of the assessee in 

any case. 

C. Section 80A (3) 

In case of AOP/BOI, if there is any deduction chargeable 

under Section 80G/80GGC/80-IA/80-IB/80-IC/80-ID/80-

IE, no such deduction will then be made while computing the 

total income of the AOP/BOI in relation to their share in 

the income of the AOP/BOI. 

 

DEDUCTIONS IN RESPECT OF PAYMENTS- 

 Deductions in respect of investments in specified assets 

[Section 80C] 

A. Deductions in respect of Investments/Contributions 

Under this Section, deduction can be claimed up to ₹ 1,50,000 from 

gross total income on savings in specified modes of investments. This 

deduction is only for individuals and HUF. 

Following are the investments that are eligible for deduction under 

this section- 

1. Premium paid in respect of life insurance policy 

Any premium paid on life insurance policy of spouse, parents, 

child (minor or major) and any member, in case of HUF is 

eligible for deduction under Section 80C. insurance policies 

may include life insurance policy and endowment policy. 

 

Exemption on receipts from LIC Section 10(10D)- any sum received from a life insurance policy 

or by way of bonus on such policy will not be included in the total income of the assessee. 
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2. Premium paid in respect of a contract for deferred 

annuity 

Any premium paid to keep in effect a contract for deferred 

annuity on the life of the assessee and/or his or her child, 

spouse given that the contract does not contain any provision 

for exercise of an option by the insured to receive cash on the 

payment of the annuity. 

The contract of deferred annuity can be with any person. 

3. Any sum deducted from the salary payable of a 

government employee for securing a deferred 

annuity 

Any sum deducted by or on behalf of government from the 

salary of a government employee for the purpose of securing a 

deferred annuity or making provisions for his spouse or 

children. The sum deducted should not exceed one fifth of 

his/her income 

4. Contribution to SPF/PPF/RPF 

Contributions to any provident fund under Provident Fund Act, 

1925 and any recognised provident fund is eligible for 

deduction under Section 80C. Any other contribution to 

provident funds setup by the government under Public 

Provident Fund Scheme, 1968 also qualifies for the same 

deduction. 

5. Contribution to approved superannuation fund. 

6. Any sum paid/deposited in Sukannya Sammriddhi 

Account. 

7. Subscription to National Savings Certificate VIII. 

8. Contribution to unit linked insurance plan 1971. 
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9. Contribution to unit linked insurance plan of LIC 

mutual fund. 

10. Contribution to approved annuity plan of LIC. 

11. Subscription towards notified units of mutual 

fund or UTI. 

12. Contribution to notified pension fund set up by 

mutual fund or UTI. 

13. Contribution to national housing bank (Tax saving) 

Term Deposit Scheme, 2008. 

14. Subscription to notified deposit scheme. 

15. Payment of tuition fees to any university, 

college, school or any other educational institutions 

within India for full time education for maximum 2 

children. 

16. Repayment of housing loan including stamp duty, 

registration fee and other expenses. 

17. Subscription to certain equity shares or 

debentures. 

18. Subscription to certain  units of mutual fund. 

19. Investment in five-year term deposit. 

20. Subscription to notified bonds issued by 

NABARD. 

21. Investment in five-year Post-Office time 

deposit. 

22. Deposits in Senior Citizen Savings Schemes Rules, 

2004. 
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B. Termination of insurance policy or unit linked insurance 

plan or transfer of house property or withdrawal of 

deposit 

Where in any previous year an assessee; 

a. Terminates his/her contract of insurance by giving 

notice which would affect or where the contract 

ends to be in force. 

b. Terminates his/her involvement in any Unit Linked 

Insurance Plan by giving notice that would affect or 

where he stops to participate because of failure to 

pay any contribution. 

c. Transferring the house property before the expiry 

of five years from the end of the financial year in 

which possession of the property is acquired by him, 

or receives back, whether by way of refund or by 

any sum. 

Then, no such deduction would be allowed to the assessee in 

respect of any sum paid during that previous year. 

 

 Deduction in respect of contribution to certain pension funds 

[Section 80CCC] 

In case of an assessee in the previous year has paid or deposited 

any amount out of his income which is chargeable to tax to keep in 

force any annuity plan of LICI or any other insurer for receiving 

pension from the fund set up by them, he/she shall be allowed a 

deduction in the computation of his total income. 
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The maximum amount of deduction permissible is Rs. 1,50,000. 

However, the amount of deduction mentioned here is clubbed with 

80C and 80CCD (1). 

 

• Deduction in respect of contribution to pension scheme 

notified by the Central Government [80CCD] 

Contribution made towards notified pension schemes by Central 

Government i.e. New pension scheme (NPS) are allowed deduction 

under Section 80CCD on individual. 

 

 

 

 

Acording to the Restructured Defined Contribution Pension System 

people entering newly tyo government service on or after 1 January, 

2004 should contribute 10% of their salary to pension account 

monthly. Equivalent amount is also contributed by government to 

such account. Benefits of this account is also available to individuals 

employed by other individuals or self employed individuals. 

Section 80CCD(1) provides a deduction on the amount paid or 

deposited being 10% of his/her salary in the pension account. The 

deduction for self-employed individual would be 20% of his/her 

Gross Total Income.  

Section 80CCD(1B) provides for additional deduction up to Rs. 

50,000 for the amount that they deposit in the National Pension 

Scheme. 

In exercise of the powers conferred by section 80CCD (1), the Central Government has notified the 

‘Atal Pension Yojana (APY)’ as a pension scheme, contribution to which would qualify for deduction 

under section 80CCD in the hands of the individual. 
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Section 80CCD(2) provides for additional deduction for their 

contribution to employee’s pension account upto 10% of their salary. 

 Limit on deduction under Sections 80C, 80CCC & 80CCD(1) 

[Section 80CCE] 

Under the Section 80C, 80CCC, 80CCD(1) the maximum amount of 

deduction is restricted to Rs. 1,50,000. Also, the additional 

deduction provided in Sec 80CCD(1B) and 80CCD(2) would be beyond 

the limit of Rs. 1,50,000. 

 

 Deduction in respect of investment made under an equity 

savings scheme [Section 80CCG] 

Under this Section deduction is available to resident individuals 

whose Gross Total Income is up to 12 lakhs and upon the fulfilment 

of the following conditions- 

A. Should be a retail investor under the requirements of the 

scheme notified. 

B. Investment should be made in listed equity shares or 

listed units of equity-oriented fund. 

C. Minimum lock in period should be 3 years from the date 

of acquisition 

The deduction upon the fulfilment of the above conditions would 

least of the following- 

a. 50% of the amount is invested in equity shares; or 

b. Rs. 25,000 for 3 Assessment Years. 

If an assessee after claiming the deduction fails to comply with any 

of the above conditions in the previous year than the amount of 

claim would be deemed to be income and accordingly be charged for 

tax. 

The Rajiv Gandhi equity savings scheme has been discontinued from 

1 April 2017 so no deduction would be available from AY 2018-19. 



Page 7 of 24 
 

But if an assessee has invested any amount before AY 2017-18than 

he/she shall be allowed deduction until AY 2019-20. 

 

 Deduction in respect of medical insurance premium [Section 

80D] 

 

o Individuals 

 Deduction up to Rs. 25,000 for payment of premium to 

keep in force any health insurance policy of self, 

spouse and children or contribution made Central 

Government health scheme, or such other health 

scheme as notified by Central Government. 

 Further deduction up to Rs. 25,000 is allowed when 

payments are made to keep in force any  health 

insurance policy of parents and in respect of health 

check-ups of parents. 

 The deduction of Rs. 25,000 can extend up to Rs. 

30,000 if any person mentioned is of age 60 years & 

above and 80 years & above at any time during the 

relevant previous year. 

 Again, if payments are made in the following situations 

and ways, then only the claims under Section 80D can 

be made- 

 By any mode (including cash) on account of any 

sum paid for health check-ups; 

 By any mode (other than cash) in all cases. 

o HUF 

 Premium paid on the health insurance of any member 

of the family is allowed as deduction under Section 

80D. 
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 Maximum deduction under this section in Rs. 25,000 

and in case the member is senior citizen than the 

amount would be Rs. 30,000. 

 Any amount paid on medical expenditure of such 

member who is very senior citizen i.e. 80 years or 

more would be allowed a deduction Rs. 30,000 given no 

amount has been paid on the health insurance of the 

person. 

o Other conditions 

 The premium should be paid out of the income 

chargeable to tax in any mode other than cash, in the 

previous year. 

 The insurance should be in accordance with the 

schemes made by, GIC of India and approved by 

Central Government; or any other insurer approved by 

IRDA. 

 

 Deduction in respect of maintenance including medical 

treatment of a dependent disabled [Section 80DD] 

 

The deduction under this section applies to individual or HUF being a 

citizen of India.  

Deduction can relate to-  

 Any amount incurred for medical treatment, training or 

rehabilitation of a dependent being a person with 

disability, or 

 Any amount paid/deposited under any scheme framed by 

LIC or any other insurer/administrator/specified co. as 

referred in UTI Act, 2002, for the maintenance of a 

person with disability being dependent on the assessee. 
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The deduction allowed is Rs. 75,000 and in case of severe disability 

i.e. person with 80% or more is Rs. 1,25,000. 

If the dependent with disability dies before the individual in whose 

subscription was made, then the amount paid or deposited would be 

chargeable in the hands of assessee under that particular scheme in 

the PY in which the amount is received by the assessee. 

 

 Deduction in respect of medical treatment etc. [Section 

80DDB] 

o Eligibility of the assessee 

Under this section deductions are allowed to any 

individual or HUF in respect of medical treatment of self 

or a dependent being a resident of India, who is suffering 

from a specified disease. 

o Amount of deduction 

 For individuals and HUF below age 60 

Least of the following is available as deduction with 

respect to any expenses made towards treatment of 

specific disease for himself or any of his 

dependents. 

 Amount actually paid; or 

 Rs. 40,000. 

For HUF, such a deduction is available to any of the 

HUF members. 

 For senior citizen or an individual of age 60 or 

more 

Amount paid at any time during the relevant PY in 

respect of a senior citizen or for himself, then least 

of the following will be allowed as deduction- 

 Amount actually paid; or 

 Rs. 60,000 
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 For very senior citizen or an individual of age 80 

or more 

Amount paid at any time during the relevant PY in 

respect of a very senior citizen or for himself, then 

least of the following will be allowed as deduction- 

 Amount actually paid; or 

 Rs. 80,000 

In case, the sum of money is received from any insurance 

company under any insurance policy on health of the 

dependent or any sum reimbursed from an employer than 

such insurance or reimbursement received shall be 

excluded from the deduction. 

o Condition for the allowance of such claim 

Unless the assessee obtains the prescription for such 

medical treatment, no such deduction shall be allowed. 

 

• Deduction in respect of interest loan taken higher education 

[Section 80E] 

o Eligibility and conditions 

Deduction under Section 80E is allowed to an individual 

in respect of any interest on loan taken for the purpose 

of his/her or for his/her relatives paid by him in the 

previous year out of his income chargeable to tax. The 

loan must be taken from any financial institution or 

approved charitable institution. 

o Deduction period 

Deduction is allowed in computing the total income. The 

earlier of the following would be considered- 

 The initial AY and seven AY immediately succeeding 

the initial AY; or 

 Until the interest is in full by the assessee 
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o Financial institution – it means 

 A banking company under Banking Regulation Act, 

1949 

 Any other intuition as specified by Central 

Government in the official gazette.  

 

• Deduction for interest on loan borrowed for acquisition of 

self-occupied house property by an individual [Section 80EE] 

The Section 80EE stipulates deduction for interest paid on loan 

borrowed for acquiring self-occupied house by an individual until the 

complete repayment of the loan is not done. The maximum deduction 

available under this section is Rs. 50,000. However, this amount is 

over and above the limit mentioned in Section 24 on this behalf. 

Conditions to be fulfilled to claim such deduction are- 

 Assessee should not posses any residential house on 

the date of sanctioning of the loan, 

 Value of the house should Rs. 50 lakhs or more,  

 The loan should get sanctioned during PY 2016-17, 

and 

 Sanctioned loan should be Rs. 35 lakhs or more. 

 

• Deduction in respect of donation to certain funds, charitable 

instituions etc. [Section 80G] 

 

Deductions are available in respect of donations to certain funds, 

charitable instituions etc. 

These deductions are divided into 4 catagories which are follows- 
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1. Donations qualifying for 100% deductions, without any 

qualifying limit 

 National Sports Fund 

 National Cultural Fund 

 Fund for Technology Development and Application 

 National Children’s Fund 

 Chief Minister’s Relief Fund or Lieutenant Governor’s 

Relief Fund with respect to any State or Union 

Territory 

 The Army Central Welfare Fund or the Indian Naval 

Benevolent Fund or the Air Force Central Welfare 

Fund, Andhra Pradesh Chief Minister’s Cyclone Relief 

Fund, 1996 

 The Maharashtra Chief Minister’s Relief Fund during 

October 1, 1993 and October 6,1993 

 Chief Minister’s Earthquake Relief Fund, Maharashtra 

 Any fund set up by the State Government of Gujarat 

exclusively for providing relief to the victims of 

earthquake in Gujarat 

 Any trust, institution or fund to which Section 80G(5C) 

applies for providing relief to the victims of earthquake 

in Gujarat (contribution made during January 26, 2001 

and September 30, 2001) or 

 Prime Minister’s Armenia Earthquake Relief Fund 

 Africa (Public Contributions — India) Fund 

 Swachh Bharat Kosh (applicable from financial year 

2014-15) 

 Clean Ganga Fund (applicable from financial year 2014-

15) 
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 National Fund for Control of Drug Abuse (applicable 

from financial year 2015-16) 

 National Defence Fund set up by the Central 

Government 

 Prime Minister’s National Relief Fund 

 National Foundation for Communal Harmony 

 An approved university/educational institution of 

National eminence 

 Zila Saksharta Samiti constituted in any district under 

the chairmanship of the Collector of that district 

 Fund set up by a State Government for the medical 

relief to the poor 

 National Illness Assistance Fund 

 National Blood Transfusion Council or to any State 

Blood Transfusion Council 

 National Trust for Welfare of Persons with Autism, 

Cerebral Palsy, Mental Retardation and Multiple 

Disabilities 

2. Donations qualifying for 50% deductions, without any 

qualifying limit 

 The Jawaharlal Nehru Memorial Fund 

 Prime Minister’s Drought Relief Fund 

 Indira Gandhi Memorial Trust 

 Rajiv Gandhi Foundation 

 

3. Donations qualifying for 100% deductions, subject to a 

qualifying limit of 10% of adjusted Gross Total Income 

 Government or any approved local authority, institution 

or association to be utilized for the purpose of 

promoting family planning. 
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 Donation by a Company to the Indian Olympic 

Association or to any other notified association or 

institution established in India for the development of 

infrastructure for sports and games in India or the 

sponsorship of sports and games in India. 

 

 

4. Donations qualifying for 50% deductions, subject to a 

qualifying limit of 10% of adjusted Gross Total Income 

 Any Institution or Fund established in India for 

charitable purposes fulfilling prescribed conditions. 

 The Government or any local authority for utilisation 

for any charitable purpose other than the purpose of 

promoting family planning. 

 An authority constituted in India by or under any other 

law enacted either for dealing with and satisfying the 

need for housing accommodation or for the purpose of 

planning, development or improvement of cities, towns 

and villages, or both. 

 Any Corporation established by the Central Government 

or any State Government for promoting the interests 

of the members of a minority community. 

 for renovation or repair of Notified temple, mosque, 

gurdwara, church or other place of historic, 

archaeological or artistic importance or which is a place 

of public worship of renown throughout any State or 

States. 

 

(SOURCE- ICAI study material, https://cleartax.in/s/80c-80-

deductions#Section80G) 

 

https://cleartax.in/s/80c-80-deductions#Section80G
https://cleartax.in/s/80c-80-deductions#Section80G
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Adjusted Gross Total Income means Gross total income less the 

following- 

1. amount of deduction under Section 80C to 80U excluding 

80G 

2. any income chargeable to tax 

3. Long Term Capital Gains under Section 112 Short Term 

Capital Gains under Section 111A. 

Other conditions that needs to satisfy are- 

1. If deduction is claimed and received on any amount under 

this section than no other deduction on the same can be 

claimed for the same or any other AY under any 

provisions of the act. 

2. Donations in kind are shall not qualify for deduction. 

3. Donations exceeding Rs. 2000 shall not qualify for such 

deduction unless paid by any mode other than cash. 

4. The deduction under this section can be claimed whether 

it has any relation with the business or not. 

 

• Deduction in respect of rent paid [Section 80GG] 

This section provides deduction on the amount of rent paid by the 

assessee upon the fulfilment of the following conditions- 

A. The assessee should not be receiving any HRA exempt 

under Section 10(13A). 

B. The rent paid on any accommodation should exceed 10% 

of his total income after all the deductions mentioned in 

Chapter VI A except 80GG. 

C. The accommodation should be occupied by the assessee 

for his/her own residence. 

D. The assessee or his spouse/children or the HUF of which 

he might be a member should not own any residence at 
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the place where he/she is carrying the business & 

profession or employment or perform duties. 

 

• Deduction in respect of donations for scientific research and 

rural development [Section 80GGA] 

Under Section 80GGA deduction is available for donations for 

scientific research and rural development for an assessee not having 

income under “Profits and Gains from business and profession”. 

The following donations are qualified for deduction- 

1. Any payment made in the PY towards research 

institutions or college/university for scientific research 

as the main objective from such donations. 

2. Any sum paid towards an association or any institution for 

taking up rural development programme as main objective 

as approved by the prescribed authority or to an 

institution or association for training of persons for 

taking up any rural development programme. 

3. Any sum paid to research associations, university for 

taking up research in social sciences or statistics. 

4. Such Research Association, University, College or 

institution must be approved under section 35(1)(iii). 

5. Any fund paid rural development fund set up and notified 

under Section 35CCA. 

However, restrictions are provided while claiming the deduction 

as follows- 

1. If deductions under this section is already claimed on any 

amount than no other deductions can be claimed under 

any provisions of the act on such amount. 



Page 17 of 24 
 

2. No deduction shall be made for any amount exceeding Rs. 

10,000 unless the amount is paid by any mode other than 

cash. 

 

• Deduction in respect of contributions given by companies to 

political parties [Section 80GGB] 

Deduction under Section 80GGB is available for contributions made 

towards political parties or electoral trusts by companies in the 

previous year. 

However, no deduction shall be allowed in case of payment made by 

cash. 

The meaning of Contribution for this purpose is same as given by 

Companies Act, 1956- 

1. Any donation or subscription or payment made 

towards a person by a company for carrying on any 

activities which are probably to affect the support 

of public for a political party shall also be defined to 

be a contribution for a political purpose; 

2. The expenditure incurred by a company on 

advertisement in any publication by/on behalf of a 

political party or for its advantage shall also be 

considered as a contribution to the political party or 

a contribution for a political purpose to the person 

publishing it. 

 

• Deduction in respect of contributions given by any person to 

political party [Section 80GGC] 

 The Section 80GGC provides deduction for any sum 

contributed towards a political party or an electoral trust in 

the previous year by any person. However, no such deduction 

would be allowed for any sum contributed by way of cash. 
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 This deduction will not be available to a local authority and an 

artificial juridical person, wholly or partly funded by the 

Government. 

 Political party in such case means a political party registered 

under section 29A of the Representation of the People Act, 

1951. 

 

• Deduction in respect of royalty income, etc., of authors of 

certain books other than textbooks [Section 80QQB] 

 Under this section a deduction up to Rs. 3,00,000 is allowed 

to individuals resident in India for  income derived being an 

author. The deduction shall be the income derived as author 

or Rs. 3,00,000, whichever is less. This income can be a 

lumpsum of money or interest in the copy right of the book. 

 However, this deduction will not be available for royalty 

income from school textbooks, guides, commentaries, 

newspapers, journals, pamphlets and other publications of 

same kind. 

 For calculating the deduction under this section, the 

amount of eligible income, before allowing expenses 

attributable to such income, should not exceed 15% of the 

value of the books sold during the previous year. However, 

this condition is not applicable where the royalty or 

copyright fees is receivable in lump sum for all rights of 

the author in the book. 

 

• Deduction in respect of interest on deposits in savings 

accounts [Section 80TTA] 

Under this section interest on deposits in savings account paid by an 

individual or HUF out of income, shall avail a deduction up to Rs 

10,000 while calculating the total income of the assessee.  
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The deduction shall be allowed in case the saving account is 

maintained with- 

 A banking company under Banking Regulation Act, 1949; 

 A co-operative society involved in carrying on the 

business of banking; or 

 A post office. 

However, if interest paid on such account is held by or on behalf of a 

firm, an AOP/BOI, then no such deduction would be allowed. 

 

• Deduction in respect of interest on deposits earned by Senior 

citizens  [Section 80TTB] 

The Government of India in the budget of 2018-19 has chosen to 

introduce a good number of benefits for senior citizens. One such 

important amendments in Budget 2018 (for senior citizens) is the 

introduction of a new section – Section 80 TTB. 

Section 80TTB is a provision whereby a taxpayer who is a resident 

senior citizen, aged 60 years and above at any time during a Financial 

Year (FY), can claim a specified amount as a deduction from his 

gross total income for that FY. This section is applicable w.e.f. 1 

April 2018.  

 Quantum of deductions available 

A deduction of lower than Rs 50,000 or an amount from a specified 

income is allowed from the gross total income. Specified income is 

any of the following income in aggregate: 

• Interest on bank deposits (savings or fixed); 

• Interest on deposits held in a co-operative society engaged in 

the business of banking, including a co-operative land mortgage 

bank or a co-operative land development bank; or 

• Interest on post office deposits 

https://cleartax.in/s/budget-2018-impact-senior-citizens
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 Exceptions to Section 80TTB 

If the specified deposits are held by or on behalf of a partnership 

firm, an association of persons (AOP) or a body of individuals (BOI), 

Section 80TTB deduction is not available for the partner of such a 

firm or for any member of such an AOP or BOI, while computing 

their total income. 

 Section 80TTA vs 80TTB 

Section 80TTA provides deductions similar to Section 80TTB. 

However, it provides deductions of interest only on savings account 

held in a bank, co-operative bank or a post office, from the gross 

total income of the individual taxpayer or a Hindu Undivided Family 

upto Rs 10,000. 

With the introduction of Section 80TTB exclusively for senior 

citizens, deductions under Section 80TTA is not available to senior 

citizens.  

 

 

• Deduction in case of a person with disability [Section 80U] 

 Section 80U provides the criteria for being disable under 

income tax rules in accordance with the rules laid down by 

Persons with Disability (Equal Opportunities, Protection of 

Rights and Full Participation) Act, 1995. 

https://cleartax.in/s/claiming-deduction-on-interest-under-section-80tta
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 This Section is applicable to resident individuals who is 

certified by medical authority to be a person with disability at 

any time during the previous year.  

 A deduction of Rs. 75,000 for a person with disability and Rs. 

1,25,000 for a person with severe disability i.e. having 

disability over 80%, is allowed. 

 Benefit of this deduction also extends to person suffering 

from autism, cerebral palsy and multiple disorders.  

 The assessee claiming this deduction shall furnish a copy of 

certificate issued by medical authority in the form and manner 

as prescribed by the appropriate authority along with the 

return of income for the assessment year for which the 

deduction is claimed.  

 In case the person needs reassessment, the assessee have to 

obtain a fresh certificate from the appropriate medical 

authority, after the expiry of the original certificate to keep 

in force the claiming of deduction under this section. 

 

• Deduction in respect of employment of new employees 

[Section 80JJAA] 

 

A. Quantum of deduction available under this section 

A deduction of an amount equal to 30% of additional employee 

cost incurred in the course of such business in the previous year 

is allowed for 3 assessment years including the assessment year 

relevant to the previous year in which the employment is 

provided. 
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B. Conditions need to be fulfilled  

1. The business should be formed by splitting up or 

reconstruction of an existing business. 

2. The business is not acquired by the assessee by way 

of transfer or as a result of any reorganisation of 

business. 

3. Along with return of income, the repost of accountant 

is to be provided.  

C. Meaning of certain terms  

 Additional employee cost 

Total remunerations paid or payable to additional 

employees employed during the previous year. 

 In case of an existing business 

Nil, if 

✓ There is no increase in the number of 

employees than the total number of 

employees employed on the last day of the 

preceding year. 

✓ remunerations are paid by an account payee 

cheque account payee bank draft or 

through of electronic clearing system by a 

bank account 

 In the first year of a new business 

The remunerations paid or payable to employees 

employed during the previous year shall be 

considered as the additional employee cost. 

 Additional employee 

An employee who has been employed during the 

previous year and whose employment has resulted 

increase in the total number of employees employed 
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by the employer on the last day of the preceding year 

except,  

 An employee whose total remunerations are 

more than Rs. 25,000 per month; or 

 An employee for whom the entire contribution is 

paid by the Government under the Employees’ 

Pension Scheme. 

 An employee who is employed for a period of less 

than 240 days in the previous year and an 

employee employed for a period of less than 150 

days during the previous year, in case of an 

assessee engaged in the business of 

manufacturing of apparel; or 

 An employee who has no contribution toward RPF 

in the recognised 

provident fund. 

 Emoluments/Remunerations 

Any sum paid or payable to an employee in lieu of his 

employment, excluding 

 For the benefit of the employee, any 

contribution paid or payable by the employer 

to any pension fund or provident fund or any 

other fund under any law; and 

 lump-sum payments such as gratuity, leave 

encashment, voluntary retrenchment benefits, 

commutation of pension etc. paid or payable to 

an employee at the time of termination of his 

service/superannuation/voluntary retirement. 
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