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CBDT notifies new form for
reporting employee claims and tax
saving investments, amends
withholding tax rules and forms

May 04, 2016

In brief

The Finance Act, 2015 had introduced section 192(2D) of the Income-tax Act, 1961 (the Act) wherein
the person responsible for making payment of salary (employer) was obliged to collect the necessary
evidence or proof in the prescribed form and manner to allow any claim for any deduction and/or tax
saving investments. However, the relevant rules and form were yet to be prescribed. The Central
Board of Direct Taxes (CBDT) has come out with the relevant rules' and also prescribed the form i.e.
Form 12BB, in which salaried employees would now be required to furnish evidence of claims and tax
saving investments to the employer. Further, other amendments have also been made in the
withholding tax provisions are summarised below: —

e The time limit for depositing tax under section 194-IA of the Act (on transfer of immovable
property) has been extended from 7 days to 30 days.

e The due dates for filing the quarterly withholding tax statements (Forms 24Q, 26Q, 27Q) have
been extended by 15 days.

¢ In case of house rent allowance exemption claim and deduction of interest under the head income
from house property, the details of the landlord and lender respectively would be required to be
mentioned in the salary withholding tax statement (Form 24Q).

The above amended rules are applicable from 1 June, 2016.

In detail

The key amendments are discussed below in detail:

Changes introduced /scope Remarks
enlarged

Furnishing of evidence of claims Employees would now be required to furnish evidence of
and tax saving investments by the claims and tax saving investments to their employer in the
employees newly prescribed Form 12BB.

Following evidence/particulars are required to be reported
by the employee in the Form —

! Notification No. 30/2016, dated 29 April, 2016
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Changes introduced/ Remarks
scope enlarged

Nature of claims Evidence or particulars

House Rent Allowance (HRA) |Name, address and Permanent Account Number (PAN)
of the landlord, where the aggregate rent paid during
the previous year exceeds INR 1 lakh

Leave Travel Concession or
Assistance (LTA)

Evidence of expenditure

Deduction of interest under
the head “ income from house

roperty”

Name, address and PAN of the lender

Deduction under Chapter VI-A | Evidence of investment or expenditure

Extension of time limit to
deposit tax withheld under
section 194-IA of the Act on
purchase of immovable

property

Section 194-IA of the Act requires the buyer to withhold tax while making payment to
the resident seller for purchase of immovable property. No deduction shall be made
where the consideration for the transfer of the immovable property is less than INR 50
lakhs. Currently, the taxes needs to be deposited within 7 days from the end of the
month in which the taxes are withheld.

The CBDT has extended the time limit to deposit the tax withheld from 7 days to 30
days.

Increase in the time limit
for furnishing the quarterly
withholding tax statements

The due dates to file the quarterly withholding tax statements have been extended. The
new due dates are provided as under—

Date of ending ‘New’

Due date

Earlier
Due date

of quarter of
financial year

30th June 15t July of financial year 315t July of financial year

30th September

15% October of financial year

315t October of financial year

315t December

15t January of financial year

315t January of financial year

315t March

15th May of financial year

315t May of financial year

immediately following the financial
year in which the deduction is made

immediately following the
financial year in which the
deduction is made

Reporting of claim of house
rent allowance and interest
deduction in salary

withholding tax statements

In the Annexure—II (salary sheet) of the salary withholding tax statement (Form 24Q),
the following shall be also required to be reported —

In case of HRA claim — Name and PAN of the landlord if aggregate payment during
the previous year exceeds INR 1 lakh.

e In case of deduction of interest under the head “income from house property” —
Name and PAN of the lender (if available)

Others

The other amendments are as follows —

e Form No. 24G [for tax withheld by the Govt. office] needs to be now furnished
electronically on or before 30 April where statement pertains to March and in other
cases, on or before 15 days from the end of the relevant month. Earlier, the
statement was to be filed within 10 days from the end of the month. Similar
amendments have been made in the Income-tax Rules, 1962 regarding payment of
tax collected at source under section 206C of the Act.

o The details of tax withheld under section 192A of the Act on payment of
accumulated provident fund balance to an employee would be required to be
reported in Form 26Q or Form 27Q), as the case may be.
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The takeaways

The form and the relevant rules
for collecting the investment
proofs, etc., was much awaited
and is a welcome step. Quoting of
PAN of landlord by the employees
in the withholding tax returns,
where they are availing HRA
exemption would help the
authorities to detect fudged
claims. The authorities, through
the landlord’s PAN, can also
verify whether rent received by
the landlord has been duly
disclosed in his or her income tax
return. It would have been good if
the CBDT had also prescribed the
nature of evidence to be collected
for other deductions such as
Leave Travel Allowance (LTA),
etc., which would have removed
subjectivity. Nevertheless,
employers should ensure
obtaining that they collect and

PwC

maintain robust documentation
in terms of proof/ evidence for
LTA and other deductions for tax-
saving investments so as to avoid
any possible questioning by the
tax authorities in the near future.
While other changes on extending
due dates do provide some relief
to tax deductors, extending due
dates for the buyers of property is
particularly noteworthy. They will
now get one full month to deposit
taxes, where they were earlier
required to deposit the taxes
within 7 days of the following
month in which taxes were
withheld. These rules come into
effect from 1 June, 2016.
Employers should ensure that
they obtain the declaration from
employees in the prescribed Form
12BB in order to be compliant,
though they would have already
obtained the same in some other
format.

Let’s talk

For a deeper discussion of how
this issue might affect your
business, please contact:
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+91-22 6689 1154
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Kuldip Kumar, Gurgaon
+91-124 616 9609
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