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| MINISTRY OF FINANCE. -
(Department of Revenue)

~ (CENTRAL BOARD OF DIRECT TAXES)

NOTIFICATION

New Delhi, the 7th November, 2007

INCOMETAX

S.0. 1896(E).~—Ip, exercise of the powers conferred by section 295 read with sub-section (2) of section
17 of the Income-tax Act, 1961 (43 of 1961), the Central Board of Direct Taxes heteby makes the
following rules further to amend the Income-tax Rules, 1962, namely:- _—

1.

These rules may Be called the Income-tax (Fourtcenth Amendment) Riles, 2007,

2, In the Income-tax Rules, 1962 in rule 3-
(i)  in sub-rule (1), for Table I, the followmg Table shall be substituted and shall be
deemed tor havg been: substituted with effect from the 1* day of Apl”ll 2006, namely -
“TABLE I
S1 | Circumstances Where accommodation is | Where  accommodation s
No. unfurmshed - | furnished , :
(1) @) i N ©) | [0) |
(1) | Whers the | License fee determined by The value of perquisite’ ase
. | accommodation . is | the Central Government or | determined under column (3) and
provided by the Central | any State* Government in | increased by 10% per annum of
Government or any | respect of accommodation | the cost of fumniture (including
State Government to | in accordance with the rules | television sets, ..radio  sets, |
the employees either | framed by such | refrigerators, other household
holding office or post | Government as reduced by | appliances, air-conditioning plant |
in connection with the | the rent actually paid by the | or equipment) or if such fumiture |
affairs of the Union-or employee ' is hired from.a third party, the
of such State or serving actual hire ‘charges .payable. for
with "any body or the same as reduced by any.
undertaking under the | charges paid or payable for the
control of  such ' same by the employee during the
Government on | ) '-‘prevrous year :
_ deputation. o
(2) | Where the | (i) 15% of salary in cities | The  value of perquisite as |
| accommodation is| baving = population | determined under column (3) and
provided by any other|  exceeding 25 lakhs as | increased by 10% per annum of
employer and- - per 2001 census; the cost of furniture (including
' ' (ii) 10% of salary in cities | television sets, radio sets,
(a) where the |  having '' population | refrigerators, -other household |
accommodation is| exceeding 10 lakhs but | appliances, air-conditioning plant |
owned by the| - notexceeding 25 lakhs | or equipment or other similar
employer, or o as per 2001 census; appliances or gadgets) or if such
. (iii) 7.5% of salary in other | furniture is hired from a third
' areas, party, by the actual hire charges
- in respect of the period | payable for the same as reduced
during which the said | by _1_th:g_nmd_ot_mabln_'

4540 G072
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®3)

()] where the
adcommodation is

en on lease or rent
by the employer.

Where the
acf;ommodation is
provided by  the

employer specified in
setial number (1) or (2)
in hotel (except where
th employee s
prévided such
actommodation for a
petiod not exceeding in

aggregate fifteen days
onlhis transfer from one
|

accommodation was
occupied by the employee
during the previous year as
reduced by the rent, if any,
actually paid by the
employee.

Actual amount of lease
rental paid or payable by
the employer or 15% of

-salary whichever is lower

8s reduced by the rent, if
any, actually paid by the
employee,

Not applicable

for the same by the employeeﬂr
during the previous year.

The value of perquisite as
determined under column (3) and
increased by 10% per annum of
the cost of furniture (including
television sets, radio sets,
refrigerators, other household
appliances, air-conditioning plant
or equipment or other similar
appliances or gadgets) or if such
furniture is hired from a third
party, by the actual hire charges
payable for the same as reduced
by any charges paid or payable
for the same by the employee
during the previous year.

24% of salary paid or payable for
the previous year or the actual
charges paid or payable to such
hotel, which is lower, for the
period during which such
accommodation is provided as
reduced by the rent, if any,
actually paid or payable by the
employee.

pldce to another)
! )

(if)  after sub-rule (1), the following sub-rule shall be inserted and shall be deemed to have

i

been inserted with effect from 1* April, 2008, namely:-

“®) (A) The value of perquisite provided by way of use of motor car to an employee by an employer,
who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be determined in

accordance with the following Table, namely:-

TABLE Il

VALUE OF PERQUISITE PER CALENDAR MONTH

S,
No

Circumstances

Where cubic capacity of engine
. |does not exceed 1.6 litres

exceeds 1.6 litres

)

i
El

| (2

3

(4)

)

Whei‘e the motor -car is
owned or hired by the

empioyer and—

(a)iis used wholly and

the

in

No value:

Provided that the documents

No value:

‘exclusively

[Paxr - -8, 3(11))

Where cubic capacity of engine

Provided that the documents
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WRA T TOHT _: SHETER

i

0]

p_erﬁ:mlanee s
official duties;

(b) is used exclusnvely for
the private or personal
purposes  of  the
employee or any
member of his house-
hold and the running
and ,  maintenance
expenses are met or
reimbursed by the
employer; »

is used partly in the
performance of duties
and partly for private or
personal purposes of
his own or any member

©

of his household and

" (i) the expenses on
maintenance and
funning are met or
reimbursed by the
employer,

(if) the - expenses on
running and

_maintenance for such
private or personal use

are fully met by the

_ assessee.

Where the employee owns a
motor car but the actual
running and maintenance
charges (including
remuneration of
chauffeur, if any) are met or
reimbursed to him by the
employer and o
(i) such re-imbursement is
for the use of the
vehicle:
exclusively for official
purposes,

thej

_wholly and!

spemﬁed m elanse (Eﬁr this

|sub-rule are mamtamed by the
. _employer

L]

Actual amount of expmdlture

incurred by the employer on the

running and maintenance -of
motor car during the relevant
previous ~ year - including
remuneration, if any, paid by
the employer to the chauffeur as
increased by the amount
represénting normal wear and
tear of the motor car and as
reduced by any amount charged
from the employee for such use.

Rs. 1,200 (plus Rs. 600, if
chauffeur is also provnded to
run-the motor ear)

Rs. 400~ (plus 'Rs. 600, if

sub-rule are maintained by the
employer. '

incurred by the employer on the
running and ‘maintenance of]
motor -car during the relevant
previous year
remuneration, if any, ‘paid by the
employer to the chauffeur as
increased by - ‘the - “amount
representing normpl wear and
tear of the motor car and as

from the employee for such use.

Rs. 1,600 (plus Rs. 600, if

Rs. 600 (plus Rs. 600, if

chauffeur 'is provided by thejchauffeur is also provided to run

employer to run the motor car)

No value
Plowded that the documents
specified in clause (B) of this
sub-rule are maintained by the
employer. o

the motor car)

|No value: | |
Provided that the documents

specified in clause (B) of this
sub-rule are mamtamed by the
employer

'specified in clause m '
Actunl amount of ‘expenditure| .

including|

reduced by any amount charged|

chauffeur is also provided to run}
| the motor car)
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¢ (ii)such re-imbursement is
‘ for the use of the
; vehicle  partly for
| official purposes and
i partly for personal or
A private purposes of the

: employee = or any
i member of his
household.

|
(Where the employee owns
any  other  automotive
conveyance but the actual
funning and maintenance
1g:harges are met or
keimbursed to him by the
employer and

()

(i)such re-imbursement is for
the use of the vehicle wholly
and exclusively for official

purposes,
1

(ii)such re-imbursement is
for the use of the vehicle
partly for official purposes
!zlnd partly for personal or

Subject to the provisions of
clause (B) of this sub-rule, the
actual amount of expenditure
incurred by the emﬁloyer as
reduced by the amount
specified in Sl. No. (1)c)(i)
above.

No value:
Provided that the documents
specified in clause (B} of this
sub-rule are maintained by the
employer.

Subject to the provisions of
clause (B) of this sub-rule, the
actual amount of expenditure

incurred by the emplover as

Subject to the provisions
contained in clause (B) of this
sub-rule, the actual amount of
expenditure * incurred by the|
employer as reduced by the
amount specified in Sl. No.
(1)(c)(i) above.

Not applicable

reduced by an amount of Rs.
600:

iprivate  purposes of the
employce.

Provided that where one or more motor-cars are owned or hired by the employer and the
emplpyee or any member of his household are allowed the use of such motor-car or all or any of such
motor-cars (otherwise than wholly and exclusively in the performance of his duties), the value of
perquisite shall be the amount calculated in respect of one car in accordance with SI. No. (1)(c)(i} of
Table 11 as if the employee had been provided one motor-car for use partly in the performance of his
dutieg and partly for his private or personal purposes and the amount calculated in respect of the other
car or cars in accordance with S1. No. (1)(b) of Table II as if he had been provided with such car or
cars eixclusively for his private or personal purposes. ‘

(B) Where the employer or the employee claims that the motor-car is used wholly and exclusively in
the performance of official duty or that the actual expenses on the running and maintenance of the
motof-car owned by the employee for official purposes is more than the amounts deductible in SI.
Nos. Q(ir) or 3(ii) of Table II, he may claim a higher amount attributable to such official use and the
value of perquisite in such a case shall be the actual amount of charges met or reimbursed by the
empl(}yer as reduced by such higher amount attributable to official use of the vehicle provided that the
'following conditions are fulfilled:—
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(a) the employer has maintained complete details of journey undertaken for official purpose which
may include date of Joulmey, destmatron, mileage, and the amount of expendlture incurred
thereon;’

(b) the employer gives a cemﬁcate to the eﬂ‘ect that the. expendrture was mcun-'ed wholly and.
exclusrvely for the performance of officiaf diities.

Explanation. —For the purposes of this sub-rule, the normal weat and tear of a motor-car shall be
 taken at 10% per annum of the actual cost of the mofor-car or cars -

(iii) after sub-rule (5), the followmg sub-rule shall be mserted with effect from l" Apﬂl 2008,
namely:- : :

“(6) The value of any. benefrt or amemty resultmg from the prov:snon by an employer who is not
. liable to pay fringe benefit tax under Chapter XIIH of the Income-tax Act and is engaged in the
carriage of passengers or goods to any employee or to any member of his household for personal or
private journey free of cost or at concessional fare, in any conveyance owned leased or made
. available by any other arrangement by such employer for the purpose of transport ‘of passengers or
goods shall be taken to be the value at which such benefit or amenity is offered by such ‘employer to
the public as: reduced by the amount, if any, paid by or recovered from the employee for such benéefit
or amenity: ’
Provided that noﬂung conitained in this sub-rule shall apply to the employees of an a:rlme or
the rmlways : .

h

(iv) in sub-rule N,-

(a) aﬂ:er item (l), the follo*wmg rtems shall be mserted with eﬂ'ect from 1* April, 2008 namely -

“(if) The value of traveling, rmurmg, accommodatlon and any other expenses pald for or borne or
reimbursed by the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of
the Act, for any holiday availed of by the employee or any member of his household, other than .
concession or assistance referred to in rule 2B of these rules, shall be determined as the sum
equal to the amount of the expenditure incurred by such employer in that behalf. Where such
facility is maintained by the.employer, and is not available umformly to all employees, the value
of benefit shall be taken to be the value at which such facilities are offered by other agencies to
the publrc Where the’ employee is on ‘official tour and the expenses are incurred in respect of
any member of his household accompanying him, the amount of expenditure so incurred shall’
also be a fringe benefit or amenity. However, where any official tour is extended as a vacation,
the value of such fringe benefit shall be limited to the expenses incurred in. relation’ to such
extended period of stay or vacation. The amount so determined shall be reduced by the amount,
if any, paid or recovered from the employee for such benefit or amenity.

(iii) The value of free food and non alcoholic beverages provided by the employer, who is not liable
to pay fringe benefit tax under Chapter XIIH of the Act, to an employee shatl be the amount of
expendnture incurred by such employer. The amount so determined shall be reduced by the
amount, if any, paid or recovered from the employee for such benefit-or amenity: .

Provided that nothing contained in this sub-rule shall apply to free food and non-alcoholic
beverages provided by such employer during working hours at office or business premises or through
paid vouchers which are not transferable and ‘usable only at-eating _|omts to. the extent the value
thereof in either case does not exceed Rs. 50 per meal or'to tea-or, snacks provided during working



14

\ THE GAZETTE OF INDIA : EXTRAORDINARY (Part 1—Stc. 3(i)]

X

hours pr to ffee food and non-alcoholic beverages d_uring Wo;king hours provided in a remote area or
an offishore installation. :

()  The value of any gift, or voucher, or token in lieu of which such gift may be received by the
employee or by member of his household on ceremonial occasions or otherwise from the employer,
who i not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be determined as the
sum equal to the amount of such gift. However, where the value of such gift, voucher or token, as the
casg niay be, is below Rs. 5,000 in the aggregate during the previous year, the value of perquisite shall
be taken as ‘nil’.

(v) . The gmount of expenses including membership fees and annual fees incurred by the employee
or any member of his household, which is charged to a credit card (including any add-on-card),
provided by the employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act,
or otherwise, paid for or reimbursed by such employer shall be taken to be the value of perquisite
charg@able to tax. However, there shall be no value of such benefit where the expenses are incurred
wholly and exclusively for official purposes and the following conditions are fulfilled—

¥

f(a) complete details in respect of such expenditure are maintained by the employer which may,

~inter alia, include the date of expenditure and the nature of expenditure;

/(b) the employer-gives a certificate for such expenditure to the effect that the same was

| incurred wholly and exclusively for the performance of official duties.
The amount so determined shall be reduced by the amount, if any paid or recovered from the
emplc?yee for such benefit or amenity.

(vi) (4) The value of benefit to the employee resulting from the payment or reimbursement by the
employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, of any
‘bxpenditure incurred (inc]u_ding the amount of annual or periodical fee) in a club by him or by
any member of his household shall be determined to be the actual amount of expenditure
tncurred or reimbursed by such employer on that account. The amount so determined shall be
reduced by the amount, if any paid or recovered from the employee for such benefit or amenity.
However, where the employer has obtained corporate membership of the club and the facility is
3 njoyed by the employee or any member of his household, the value of perquisite shall not

Fnclude the initial fee paid for acquiring such corporate membership.

(B) ﬂlothing contained in this sub-rule shall apply if such expenditure is incurred wholly and
exclulsively for business purposes and the following conditions are fulfilled:—
ka) complete details in respect of such expenditure are maintained by the employer which may,
inter alia, include the date of expenditure, the nature of expenditure and its business expediency;
i(b) the employer gives a certificate for such expenditure to the effect that the same was incurred
jwholly and exclusively for the performance of official duties;
(c) Nothing contained in this sub-rule shall apply for use of health club, sports and similar
Jfacilities provide uniformly to all employees by the employer.”
{b) hﬂer item (viii), the following item shall be inserted with effect from 1* day of April, 2008,
namgly:-
“(ix)§ The value of any other benefit or amenity, service, right or privilege provided by the employer
shallibe determined on the basis of cost to the employer under an arm’s length transaction as reduced

{

by the employee’s contribution, if any:
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Provided that nothing contained in this item shali apply to the expenses on telephones
‘including a mobile phone actually incurred on behalf of the smployee by the employer.” ' |

[ No. 271/2007/F. No. 142/15/2007-TPL}
' SOBHAN KAR, Under Secy.

Note.—The principal rules were published vide notification No. S.0. 969(E), dated the 26th March, 1962 and last
amended by Income-tax (12th Amendment) Rules, 2007 vide notification No. 8.0, 1805(E), dated 23-10-2007.

The Finance Act, 2007 has inserted a deeming provision to define concession in the matter of
rent. It has also reduced the rate of valuation of perquisite in the nature of concessional rent
accommodation and leased accommodation with retrospective effect from 1* day of April, 2006, that
is with effect from assessment year 2006-2007. This has necessitated similar reduction of rates in
case of both rent free and concessional rent accommodations and leased accommodatnon in Table I of
rule 3 with retrospective effect from 1 day of April, 2006, that is in relation to assessment year

~ 2006-2007 and subsequent years. It is certified that the retrospectnve effect shall not prejudicially
affect the interest of the assessees. :

Further, the Finance Act, 2005 had inserted a new Chapter XII-H in the Act, relating to levy .
of fringe benefit tax on the employer with effect from 1* April 2006, i.e. applicable for assessment .
year 2006-07 and subsequent years. Accordingly, rule 3 was amended wde notification number S. 0 ‘
265(E) dated the 28" February, 2005, to avoid double taxation on certain items.

Since, Chapter XII-H reletmg to Fringe Benefit Tax, as provided in the Finance Act, 2005, is
not applicable to the employer, being an individual or a Hindu undivided family or any fund or trust
or institution eligible for exemption under clause (23C) of section 10 or registered under section
12AA, rule 3 is required to be amended so as to include valuation of perquisite in case of benefits

_provided by such employers to its employees Accordingly, sub-rules 2, 6, 7 (i), (iii), (iv), (v) and
(vi) have been inserted to provide for such valuation. Sub-rule 7(ix) has been inserted to provide for
valuation of any other benefit or amenity, etc. in residual cases relating to any employer. These sub- -
rules will take effect from the 1" April, 2008 and will, accordmgly, apply in relation to the assessment
year 2008-2009 and subsequent years.
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