
Question: Compute the taxable salary of Mr. Khalid for the assessment year 2019-20, from the 

information given below: Mr Khalid is an employee in Jet Airways. 

Basic salary   50,000 PM 

DA (50% enters into pay for service benefits) 5000 PM 

Advance salary for two months (1,10,000) 55000 PM 

Commission on profit 20,000 

Commission on turnover  30,000 

Gratuitous bonus 5000 

Statutory bonus 10,000 

Employers contribution towards RPF 3500 PM 

Employees contribution towards RPF 3500 PM 

Interest accumulated on RPF balance @11% 11000 

City compensatory allowance 1000 PM 

Lunch & Tiffin allowance  500 PM 

Family allowance 300 PM 

Deputation & Wardenship allowance  600 PM 

Non practicing allowance 500 PM 

Overtime allowance  500 PM 

Medical allowance  600 PM 

Entertainment allowance 500 PM 

Servant allowance  100 PM 

Transport allowance 1000 PM 

Helper allowance  300 PM 

Uniform allowance  700 PM 

Academic research allowance  800 PM 

Conveyance allowance  900 PM 

Travelling & Transfer  allowance 100 PM 

Daily allowance  200 PM 

House rent allowance  8000 PM 

Running/Flight allowance 20000 PM 

Children education allowance (for two) 500 PM per children  

Hostel allowance (for one only) 500 PM per children 

Value of rent free accommodation 10,000 

Value of car (perquisite) 5000 

Professional tax (paid by employer on his behalf) 500 

Gas and electricity bill (paid by employer on his behalf as bill was 

issued in Mr. Khalid’s name) 

1000 

Salary of watchman (bill issued in the name of jet airways) 500 

LIC policy premium of kids 10000 

Contribution to public provident fund 20000 

Invested  in national saving certificate 5000. 

 

Mr. Khalid is living in a rented house in Srinagar, paying rent @ 10,000 PM. 



Solution  

Computation of Income under the head “Income from Salaries” of Mr. Khalid for Assessment 

year 2019-20 

Particulars Details Amount 

Basic Salary  50000 × 12  600000 

Dearness allowance  5000 × 12 60000 

Advance salary 55000 ×2 NOTE 1 110000 

Commission on profit  Commission as a percentage of turnover 

or as a percentage of profit is taxable  

20000 

Commission on turnover 30000 

Gratuitous bonus Contractual (statutory) and voluntary 

(gratuitous) bonus are both taxable. 

Gratuitous bonus is taxable as a perk.  

5000 

Statutory bonus 10000 

Employers contribution towards 

RPF 

NOTE 2 NILL 

Employees contribution towards 

RPF 

Assuming the salary to be Gross.  

If salary is assumed to be net than 

employees contribution should be added 

to the net salary. 

Employees contribution qualifies for 

deduction U/S 80C  

NILL 

Interest accumulated on RPF 

balance 

NOTE 3 1500 

City compensatory allowance 1000×12 12000 

Lunch & Tiffin allowance 500×12 6000 

Family allowance 300×12 3600 

Deputation & Wardenship 

allowance 

600×12 7200 

Non practicing allowance 500×12 6000 

Overtime allowance 500×12 6000 

Medical allowance 600×12 (Fixed medical allowance is fully 

taxable) 

7200 

Entertainment allowance 500×12 (Fully Taxable for Non- Govt. 

employees) 

6000 

Servant allowance 100×12 1200 

Transport allowance 1000×12 (Fully Taxable for normal 

employees) 

12000 

Helper allowance These are official allowance U/S 10(14). 

The amount of these allowance if utilized 

in performance of official duty is 

exempted, in case any part of these 

allowances is saved, the same shall be 

 

 

NILL 
Uniform allowance 

Academic research allowance 

Conveyance allowance 

Travelling & Transfer  allowance 



Daily allowance taxable. For this particular question since 
the amount utilized for official 

duties/saved is not given, we assume the 

whole amount of these allowances is 

utilized for official purpose. 

House rent allowance NOTE 4 42000 

Running/Flight allowance 20000×12 

Since Mr. Khalid is receiving Daily 

allowance from his employer, therefore 

whole of running/flight allowance is 

taxable. 

If he was not receiving daily allowance 

than running flight allowance was 

exempted upto 

1. 70% of such allowance, or 

2. 10,000 per month, whichever is 

less 

240000 

Children education allowance Allowance received (500×12) 2 = 12000 

Less exempted  (100×12) 2 = 2400 

Taxable (12000 – 2400)  

9600 

Hostel allowance  Allowance received (500×12) = 6000 

Less exempted = (300×12) = 3600 

Taxable (6000 – 3600) 

2400 

Value of rent free 

accommodation 

Fully taxable as perk. 10,000 

Value of car This perk is taxable for specified 

employees only. Since Mr. Khalid’s 

annual monetary salary is more than 

50,000, therefore he is a specified 

employee and this perk is taxable. 

5000 

Professional tax Any obligation of the employee met by 

employer is a perk, hence taxable 

500 

Gas and electricity bill 1000 

Salary of watchman This perk is taxable for specified 

employees only. Since Mr. Khalid’s 

annual monetary salary is more than 

50,000, therefore he is a specified 

employee and this perk is taxable.  

500 

LIC policy premium of kids* LIC premium is a personal expense. 

However, deduction u/s 80C is available 

NILL 

Contribution to public provident 

fund* 

Public provident fund is for self-

employed people. If Mr. Khalid has made 

contribution to this fund he is eligible to 

claim deduction U/S 80C 

NILL 

Invested  in national saving 

certificate* 

Any subscription to National Savings 

Certificates is eligible for deduction U/S 

80C 

NILL 



*These are personal investments not incomes and eligible for deduction U/S 
80C 

 

Gross Salary 12,14,700 

Less deduction U/S 16 

(ia) Standard deduction                       40000 

(ii) Entertainment Allowance              NILL 

(iii) Employment/Professional Tax     500             

 

 

 

40500 

Salary Income 11,74,200 

Qualifying amount for deduction U/S 80C 

1. Employees contribution to RPF 3500×12=      42000 

2. LIC premium of kids  (NOTE 5)                      10000 

3. Contribution to PPF                                          20000 

4. Investment in NSC                                            5000 

*the allowed deduction is actual qualifying amount for deduction or 

1,50,000, whichever is less 

 

 

 

 

77000* 

Taxable Salary Income 10,97,200 

 

NOTE 1: Advance salary is taxable on receipt basis in the year in which it is received, this salary 

will not be taxable when it becomes due (as it pertains to the next previous year). Mr. Khalid can 

also claim relief U/S 89 if he has to pay tax at increased rate in the previous year in which salary 

is received than the rate of previous year in which it is actually due. 

NOTE 2: Employers contribution towards RPF is exempted to the extent of 12% of employee’s 

annual salary, salary for this purpose includes Basic Pay + Dearness Allowance considered for 

retirement benefits + commission (if received as a fixed percentage on turnover as per the terms 

of employment). Basic pay = 60000; DA that enters into pay for service benefits = 50% of 5000 

× 12) = 30000; commission on turnover = 30000 

Taxable portion: 

Employers contribution towards RPF = 3500 × 12 =                        42000 

Less exempted [12% of (600000+30000+30000)] =                       79200 

Taxable portion                                                                                   NILL 

NOTE 3: The interest accumulated on the balance of RPF is exempted upto the ineptest rate as 

prescribed by the govt. (9.5%), excess if any is taxable 

 Taxable portion 

Interst recievede  =                                                             11000 

Exempted = [11000 × (100÷11)] × (9.5 ÷ 100) =              9500 



Taxable portion = (11000-9500) =                                     1500 

NOTE 4:  

HRA received = 8000×12=                                                                                                 96000 

Less Exempted (Least of the three) 

1. Actual received                                                                                96000 

2. 40% of Salary (Non Metros)  

40% (660000) (same as salary for RPF calculated above)              264000 

3. Excess of actual rent paid over 10% of salary (120000-66000)      54000             54000 

Taxable HRA= (96000-54000)                                                                                           42000 

NOTE 5: LIC premium for kids is eligible for deduction U/S 80C to the minimum of 

1. Actual premium paid, or, 

2. 10% of sum assured. Whichever is less. 

Since sum assured is not given in the question we are taking actual premium as eligible 

deduction U/S 80C, otherwise in normal course of action “sum assured” is required. 

I received this question from one of the students and the picture quality was not upto the mark. 

Recheck the question and inform me of the discrepancies (if any). Thank you. 

 

The semester end exams will be conducted immediately as and when the COVID-19 lockdown is 

over and the university resumes its operations. Students are advised to be prepared to avoid any 

undue pressure at the eleventh hour. 

 


