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No.FA/Tax-Cell/Service Tax/2015-16 Dated: 11/05/2015
CIRCULAR

Sub: Taxation of Retirement benefits - provisions of Income Tax Act, 1961 - reg
Ref: Circular No. FA/Tax Cell/IT/2014-15 dt16-03-201 5

The Circular cited above is amended to the following extent:

Clause H.(v): Section 10(10) - Gratuity:

In case of Government employee, it is fully exempt from tax,

In case of non-government employee covered by Payment of Gratuity Act, 1972 it is exempt from
tax up to the least of the following:-
= 15 days' salary for each year of service or part thereof exceeding six months (i.e.
15/26 x last drawn salary x completed year of service or part thereof exceeding 6 months), or
- Rs. 10lakhs, or
- Gratuity actually received.

Clause H.(vi): Section 10(104A) - Leave Encashment:

Leave encashment while in service is taxable.
It is fully exempt in the case of Government Employees, at the time of retirement.

In other cases leave encashment at the time of retirement is exempt from tax to the extent of least of
the following;-
= Amount actually received at the time of retirement
- Rs. 3 lakhs
- 10 months average salary
- Cash equivalent of leave salary in respect of the period of earned leave at the credit of
the employee at the time of retirement, but it cannot exceed 30 days of average salary
for every completed year of service.

Average salary for the above purpose means average salary drawn during 10 months immediately
preceding retirement,



.Clause H (vii) : Section 10(104) - Commutation of Pension:

It is fully exempt in the case of Government employees or employees of local authorities or a
corporation established by a Central, State or Provincial Act.

In other cases, commuted value of pension is exempt to the following:

a) If gratuity is not received by the employee at the time of retirement, commuted value of
“half of pension which he is normally entitled to receive: or

b) If gratuity is also received, commuted value of I/3 of pension which he is normally
entitled to receive.
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SECRETARY (ADMINISTRATION)

To

The Heads of all ARUs

Copy to:-

1) The Financial Adviser.

2) The Chief Internal Auditor.

3) All Chief Engineers (Ele).

4) All Deputy Chief Engineers (Ele).
5) TA to Chairman & Managing Director.
6) PA to Director (Finance).

7) TA to Director (Distn. &Gen. Ele.).
8) TA to Director (Trans. & Sys. Opn.)
9) TA to Director (Generation-Civil)
10) PA to Secretary (Administration).
11) The Deputy Chief Engineer (IT).
12) The F.C. Superintendent,

13) Library/Stock File.
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