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CIRCULAR

Subject: Guidelines regarding the Applicability of Exemptions on Allowances under Section 10(14)(i) &
(ii) of the Income Tax Act, 1961 for FY 2024-25 (AY 2025-26)

This circular is being issued to bring to the notice of all Faculty Members, Resident Doctors, Nursing
Officers, and Administrative Staff of AlIMS, New Delhi, the statutory guidelines regarding the taxability and
exemptions of various allowances drawn by them.

As an autonomous institution under the Ministry of Health and Family Welfare, the salaries and allowances of
AIIMS employees are generally aligned with the Central Pay Commission (CPC). The taxability of these
allowances is strictly governed by Section 10(14)(i) and Section 10(14)(ii) of the Income Tax Act (ITA),
1961, read with Rule 2BB of the Income Tax Rules.

Employees must carefully note the compliance requirements and the impact of the Old vs. New Tax Regime
(Section 115BAC) on these exemptions, as detailed below.

1. Exemptions under Section 10(14)(i): Allowances for Official Duties

This clause exempts special allowances granted to meet expenses wholly, necessarily, and
exclusively incurred in the performance of official duties. The exemption is strictly limited to the actual
amount spent. The burden of proof to demonstrate actual expenditure lies solely with the employee.

Applicable allowances for AlIMS staff include:

« Academic / Research Allowance: Granted to medical faculty for academic, research, and training
pursuits. Under Rule 2BB(1)(e), this is exempt only if the money is actually spent on academic

journals, research tools, or training.

o Legal Mandate: As per established Income Tax jurisprudence (LIC Class | Officers Association
vs. LIC of Indiaand CIT vs. E.A. Rajendran), this exemption is not granted at a flat rate.

Employees must establish the expense incurred.



o Compliance: Faculty must submit a signed “Utilization Certificate” to the Accounts Officer
(AO) / F&CAO. Failure to submit this certificate will result in the entire allowance being added to
the taxable income in Form 16.
« Uniform / Dress Allowance (Nursing Allowance): Granted to Nursing Officers, paramedics, and
technical staff. Exempt only to the extent actually incurred to purchase and maintain uniforms.
Employees must maintain reasonable proof of expenditure.

« Travelling and Daily Allowance (TA/DA): Granted for medical conferences, patient transfers, or
deputations. Exempt up to the actual travel and lodging expenses incurred.

2. Exemptions under Section 10(14)(ii): Personal & Cost of Living Allowances

Unlike 10(14)(i), exemptions under this clause do not depend on actual expenditure but are limited to fixed
statutory caps prescribed under Rule 2BB(2).

« Children Education Allowance (CEA): Exempt up to a maximum limit of 2100 per month per child
(restricted to a maximum of 2 children). Any amount received above this is taxable.

« Hostel Expenditure Allowance: Exempt up to #300 per month per child (restricted to a maximum of 2
children).
« Transport Allowance: For regular employees, the Transport Allowance exemption has been merged

into the Standard Deduction and is fully taxable. However, for employees who are specially-abled
(visually impaired/blind or orthopedically handicapped/Divyang), the allowance is exempt up to ¥3,200

per month.

« Special Compensatory / Hill Area Allowance: Applicable to employees posted at newer, remote, or
high-altitude AIIMS centers (e.g., AlIMS Bilaspur, AIIMS Awantipora) on deputation. Exemptions range
from 2200 to 2800 per month based on geographic classification.

3. Non-Practicing Allowance (NPA) — FULLY TAXABLE

The Non-Practicing Allowance (NPA) granted to doctors to compensate for the restriction on private clinical

practice is fully taxable.

« Legal Position: Various High Courts and ITATs (e.g., Dr. S.C. Srivastava vs. CIT) have firmly ruled that

NPA is compensatory in nature and does not fall under Section 10(14). ltis functionally treated as

"Basic Pay" (counted for DA, retirement benefits, etc.) and is fully taxable under the head "Income from

Salaries."

4. Impact of the New Tax Regime (Section 115BAC)

Employees must note that almost all exemptions under Section 10(14) have been abolished under the

New Tax Regime.

As per CBDT Notification No. 38/2020 and Rule 2BB(3), if an employee opts for the New Tax Regime under
Section 115BAC, they are entitled to exemptions on ONLY the following four allowances:



—
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3.
4

Travel/Tour Allowance
Daily Allowance on Tour
Conveyance Allowance (in performance of duties)

Transport Allowance for Specially-Abled (Divyang) employees

Important: If a faculty member opts for the New Tax Regime, the Academic / Research Allowance and
Uniform Allowance become FULLY TAXABLE, regardless of whether the money was actually spent or
whether a Utilization Certificate was submitted.

MANDATORY DIRECTIVES FOR COMPLIANCE

To legally protect themselves against tax scrutiny and to ensure correct TDS deductions, all concerned
employees must strictly adhere to the following:

1.

Distribution:
1.

NoO O RWD

Regime Selection: Employees intending to claim exemptions for Academic Allowance, Uniform
Allowance, CEA, etc., must explicitly elect the Old Tax Regime under Section 115BAC(6) at the
beginning of the financial year.

Retention of Proof: Employees claiming Section 10(14)(i) exemptions must retain original bills/receipts
of their actual purchases for their personal tax records.

Submission of Utilization Certificate: Faculty and staff claiming Academic/Uniform exemptions must
submit the formal Utilization Declaration to the AO/F&CAO/Finance Division latest by March 15th of
the financial year.

In case, the Utilization Certificate is not received by the stipulated deadline, the Finance Division is legally
bound to treat the allowance as unspent and deduct TDS accordingly.
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