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BEFORE THE HON’BLE HIGH COURT OF KERALA AT ERNAKULAM 

W.P(C)No. 0f 2025 

Sreenath Induchoodan & others 
: Petitioners 

v/s 

Union Bank of India & others 
: Respondents 

Synopsis 

The petitioners are Employees of the Union Bank of India in the offices as shown in 

the cause title. This writ petition is filed aggrieved by the imposition of tax on 

perquisites, i.e. excessive fax on concessional rate of interest in the loans availed by 

bank employees of the respondent bank and seeking absorption of tax liability by the 

Bank itself, in accordance with practice of other Public Sector banks like the Bank of 

Baroda and Canara Bank. On 07.05.2024, the Hon'ble Apex Court vide Ext. Pl 

dismissed the case filed by the All India Bank Officers Confederation. The said case 

challenged the constitution validity of Section 17(2) (vii) of the Income Tax Act, 1961 

and Rule 3 (7) (i) of the Income Tax Rules, 1962. It is pertinent to note that neither the 

impugned provisions therein nor judgment by the Hon’ble Apex Court contain any 

specific directions on imposition of tax on the perquisite of bank employees. 

However, pursuant to the judgment passed by the Hon'ble Apex Court, the 

respondent bank based on an erroneous interpretation of the judgment and existing 

legal framework, decided to impose additional tax Tability on the concessional 

interest rates of loans ie. perquisites of bank employees. on 13.12.2024, the 

respondent Union Bank issued Ext. P2 circular choosing to impose tax liability on 

employees, by deducting the amounts directly from their salaries. 

Tn Bxt. P2 the SBI Benchmark rate for perquisite calculation for Financial Year 2024~ 

2025 is taken into consideration. However, the Housing Loan Interest Rate offered to 

the public as obtained from the State Bank of India official website (Ext. P3) is 8.50%. 

Therefore, there is an explicit anomaly in the benchmark adopted by Union Bank of 

India for calculating the tax on concessional rate of interest. Aggrieved by Ext. P2, 

the All India Union Bank Officers Federation (ATUBOF) sent a letter to the 

respondent bank requesting for absorption of tax liability akin to the established 

practice of Bank of Baroda as evident from Exts. P5 and P6. On 10.01.2025, Ext. P7 

circular was issued by the respondent banlk reiterating Ext. P2 and prescribing the 

method of calculation of perquisite value. Ext. P7 is also under challenge in this writ 

petition. To understand the anomaly, in paragraphs 7 and 8 of the statement of facts, 

an illustration is explained vide Ext. P8 loan availed by the 2nd petitioner. The 
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repercussions of the implementation of Exts.P2 and P7 are numerous. Stating their 

grievances, the petitioners preferred Exts. P9 to P12 representations. Without 

considering the grievances of the petitioners and similarly placed bank employees, 

as detailed in Exts. P9 to P12 representations, an excessive amount has been 

deducted as tax on the perquisite value of the concessional rate of interest, resulting 

in the disbursement of meagre salaries to the petitioners and other bank employees 

for the month of January 2025. Hence, urgent reliefs are sought in this writ petition. 

Points to be urged: 

1. Fxts.P2 and P7 are under challenge in this writ petition. The said fixation is not 

based on Section 17 of the Income Tax Act 1961 nor based on Rule 7 of the Income 

Tax Rules 1962. The fixation of the bench mark rate for the perquisite calculation in 

such a manner, is also not contemplated in Ext.P1 judgment passed by the Hor'ble 

Apex Court. 

2. By fixation of higher SBI benchmark rate, bank employees who have availed the 

loans are subjected to excessive financial liability. 

3. There is an adverse impact on loan repayments and asset quality. 

4. As on the date of availing the Joan, the applicable interest rate was 6%, as 

evidenced by Ext. P8. The bank employees were under the bonafide and legitimate 

expectation that they will be able to repay the loans. 

5. The retrospective imposition of Exts. P2 and P7 on bank employees who had 

availed loans at a time when tax was not levied on the concessional rate of interest 

was neither contemplated in Ext. P1judgment nor explicitly stated in the impugned 

circulars. 

Chronology of events 

Dates Events 

13.12.2024 | Circular No.06920 issued by the Union Bank of India, Deputy General 

Manager 

27.01.2025 | Representations submitted by the petitioners to the respondents 

Dated this the 5t day of February, 2025. \_(X/ 

Counsel for the petitioners 
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BEFORE THE HON'BLE HIGH COURT OF KERALA AT ERNAKULAM 

W.P(C)No. of 2025 

Sreenath Induchoodan & others : Petitioners 

v/s 

Union Bank of India & others : Respondents 

AFFIDAVIT 

1, . Sreenath Induchoodan, Aged 38 years, S/o.J Induchoodan, General Secretary, 

Union Bank Officers Asspciafion(Kerala State) ~ Reg.No.TV19457, Cfo.Regional 

Office, Union Bank of India, Statue, Trivandrum-695001, Residing at do hereby 

solemnly affirm and state as follows: 

1. Tam the 1% Petitioner in the above W.P(c ) and I am conversant with the facts of 

the case. 1 am swearing to this affidavit for and on behalf of myself and 2 

petitioner as well. Tam competent to do so and I am also authorised to do so. 

2. The submissions made in the W.P(c ) are based on my personal knowledge, 

information and on instructions received by me. 

3. For the reasons stated in the W.P(c ) it is humbly prayed that this Hon'ble Court 

may be pleased to grant the reliefs sought for in the W.P(c) as otherwise I will be put 

to irreparable loss and injury. The exhibits produced along with the writ petition are 

the true copies of the originals. 

4, Thave not filed petitions earlier seeking similar and identical reliefs, in respect of 

the same subject matter before this Hon'ble Court. 

What is stated in paragraphs 1 to 12 in the Writ Petition and paragraphs 1 to 4 

herein are true to my knowledge and what is stated in Grounds A to G in the writ 

petition are true to my information and beliefs derived from the records and 

obtained from my counsel and I believe the same are to be true. 

All the facts stated above are true and correct o the best of my knowledge, 

information and belief. 

Dated this the 3% day of February, 2025. 

Deponent 

\Qat-‘emf.\-\ JNpVR DA 5 
» 

oA 

'Sd?egfinly affirmed and signed before me 

~pyrthe deponent %ho is'personally knowr 

Hofne or the 5. day of. in my, 
= gthme At Ernakylam 3572 

A 

Residing at Indeevaram A-37,

Maruthoorkadavu, Karamana P.O., Trivandrum - 695002, do hereby solemnly affirm and state as follows:
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Page 1 of 2 

 

AIUBOF/GS/LET/264/2022-25          16th December 2024 

 

To 

Ms. Manimekhalai 

The Managing Director & CEO 

Union Bank of India 

 

Respected Madam, 

 

Sub: Request for Employer’s Assumption of Tax Burden on Perquisites under Section 

17(2) of the Income Tax Act, 1961 

 

We write to you with a matter of grave concern regarding the taxation of perquisites in 

light of the recent judgment of the Hon’ble Supreme Court in Civil Appeal No. 7708 of 

2014 & Ors., which upholds the taxation framework as prescribed under Section 

17(2)(viii) of the Income Tax Act, 1961, read with Rule 3(7)(i) of the Income Tax Rules, 

1962. This judgment reaffirms the classification of certain benefits, such as interest-free 

or concessional loans extended to employees, as taxable perquisites. 

 

Further, we draw your attention to the Bank’s Information Circular No. 06920 dated 13th 

December 2024, wherein it is stated that the value of any benefit or amenity granted 

free of cost or at a concessional rate to a "specified employee" shall be treated as a 

perquisite under Section 17(2) of the Income Tax Act, 1961. The Circular specifies that 

the Bank is considering various employee benefits, such as housing loans, conveyance 

loans, clean overdrafts, festival advances, interest-free loans, and furniture loans, for 

the purpose of taxation. It has been intimated that a module is being developed in Union 

Parivar for this purpose, and TDS on these perquisites is proposed to be recovered from 

employee salaries during the period from December 2024 to March 2025. 

 

While we acknowledge the Bank’s compliance with statutory obligations, we wish to 

highlight the precedent set by other leading public sector banks, such as the State Bank 

of India (SBI) and Bank of Baroda, which have adopted an employee-centric approach. 

These institutions have assumed the tax burden on perquisites, thereby sparing their 

employees from financial strain and upholding principles of parity and fair treatment. We 

firmly believe that Union Bank of India, as a responsible and compassionate employer, 

should follow suit. 
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The rationale for this request is grounded in the broader welfare of employees. Absorbing 

the tax burden on perquisites would not only reflect the Bank’s empathy and 

commitment towards its workforce but also significantly enhance employee morale and 

motivation. It is pertinent to note that the financial impact of passing on the tax burden 

to employees would be disproportionately severe, especially for those in the lower and 

middle-income brackets. Such an action could jeopardize the financial sustenance of 

employees and their families. It is a well-settled principle that employee welfare is 

intrinsic to the growth and stability of any organization, and we urge the Bank to consider 

this aspect with due seriousness. 

 

It is also essential to draw attention to the provisions of Section 10(10CC) of the Income 

Tax Act, 1961. The section provides that where an employer pays the income tax on 

behalf of an employee concerning non-monetary perquisites, the tax so paid by the 

employer is exempt from the hands of the employee. This statutory provision offers a 

lawful mechanism for the Bank to assume the tax burden on perquisites, thereby ensuring 

that employees do not suffer a financial setback. It is also noteworthy that under this 

arrangement, the tax paid by the employer does not form part of the employee’s taxable 

income. 

 

We highlight the severe financial hardship employees will face if the Bank recovers TDS 

from salaries between December 2024 and March 2025. This reduction in take-home pay, 

alongside existing commitments, will nullify the recent wage revision benefits under the 

bipartite settlement and cause significant distress. We earnestly urge the Bank to bear 

the tax burden on perquisites, as done by other public sector banks. This step will 

enhance employee welfare and reinforce the Bank’s reputation as a caring employer. 

 

We look forward to your compassionate consideration of this critical issue and an 

expeditious resolution in the best interests of all stakeholders. 

 

With warm regards 

 

 

 

P.M. Balachandra 

General Secretary 

 

Copy to 

 

1. Executive Director (HR) – for information and action 

2. Chief General Manager (HR) – for urgent intervention and suitable action 
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