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CIRCULAR TO MEMBERS NO.3 OF 2011                                  30th March, 2011  

  

        Dear Members,  

  

Re: Income Tax on contribution to 2nd Option Pension Cost.  

-------o0o-------  

As you are aware, in terms of the Joint Note dated 27th April 2010 on salary 

revision reached between IBA and INBOC, along with the other three industry 

level organizations of officers, all officers in the service of banks as on 27th April 

2010 and who exercise option to join the Pension Scheme will contribute from 

their arrears of wage revision an amount of Rs.922 crores as their share in the 

amount of Rs.1800 crores towards 30% representing funding gap of Rs.6000 

crores. The said amount was worked out @2.8 times of the revised pay for the 

month of November 2007.  

   

Our Bank, while paying arrears of salary to officers who have joined the 

Pension Scheme, withheld an amount equal to 2.8 times of the Pay for the 

month of November 2007 for crediting to Pension Fund. However while 

calculating TDS the above stated withheld amount was also included in the 

gross income which according to us are contrary to the provisions of 

IncomeTax Act, 1961. Consequently our Association filed a Writ Petition 

No.W.P. No.5078/2011 in the High Court of Madhya Pradesh Principal Seat at  

   

   

   

   

Jabalpur  

   

   



challenging the deduction of Income Tax on 2.8 times of revised Basic Pay as 

on 01.11.2007.  

   

This Petition came up for hearing today before the Hon’ble Justice K.K.Lahoti 

and Hon’ble Justice Smt. Sushma Shrivastava. The Hon’ble Court passed the 

following order:  

   

1. The respondent/Bank may deduct the amount from the arrears of salary, 

as provided in the agreement dated 27.04.2010. The bank after deducting 

the amount may also retain the amount of TDS with the bank and 

remaining amount may be transmitted to the fund as per the agreement.  

2. So far as the amount of TDS is concerned, it shall be retained by the bank 

in a separate account and shall not be transmitted to the Income Tax 

Department, till next date of hearing.  

   

The Petition is listed for hearing on 25.04.2011.  

   

With greetings,  

                   

 

                                                  

PLEASE CIRCULATE AMONGST OFFICER-COLLEAGUES  

  

  


