it |0 #0221 ARGISTERED No. D. 222

HId = A5G
Che Gazette of Judia

EXTRAORDINARY
. [[-—mva 3"4‘1’!“;(5.)

PART II—Seetion 3—Sub-section.- (1)
strfvouse o, sowrfisrr.
FPUBLISHED: BY AUTHORITY

g =}

do. 433] wi fersh, miwwre, fitavae 19, 1070/9wgmaw 28, 1892
No. 453] NEW DELHI; SATURDAY, DECEMBER 19, 1979/ AGRAHAYANA 25, 1832

v W | e g dear & ol § fovwd e e swena o w9 F Tar o W

Separate paging is given to this in order that it may be filled.
A nopaﬁte pilation.

CENTRAL BOARD OF DIRECT TAXES
NOTIFICATION
INcomME-TAX
New Delhi, the 16th December 1970
8.0. 4001.—In exercise of the powers conferred by section 205 of the Income-

tax Act, 168} (43 of 1961), the Cenfral Board of Direct Taxes hereby, rekes ilhe
tolIowlng rules further to amend-the Income-tax Rules, 1962, namely:—

1. These rules may be called the Income-tax (Fifth Amendment) Rules, 197%.

2. In clauge (b) of rule 3 of the Income-tax Rules, 1962, in clause (2) of the
Egxplanation, after sub-clause (iii), the folowing sub-clause shall be ingerted, and
shall be deemed to have been 1nserted with effect from the 1st April, 1962, namely:

“(iv) any allowance in the nature of an entertalnment allowance, to the
extent such allowance is deductlble under clause (1) of section 16.".

Explanatory Memorandum.

Under the Income-tax Act, 1961, the value of perquigites recelved by a salaried
employee from his employer is ch -geable fo tax in his hands as salary income.
The value of such perquisites is determined in achlrdnnca with rule 3 of theé
Income-tax Rules, 1962. This rule, inter alig, provides that the value of rent
free accommodation provided: to the employeaa by his employer should ordmarily
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be estimated at a sum equal to 10 per cent or 12,5 per cent of his “salary”, accord-
Ing as the accommodation is unfurnished or furnished, For this purpose, the
ferm “salary” has been deflned to include pay, allowances, bonus or commission
payable monthly or otherwise but excluding the following:—

(i) Dearness allowance or dearness pay unless it enters into the computa-
tion of retirement benefits of the employee concerned;

(¢1)) emplgyer’s contribution to the provident fund account of the employee;
and -

(ilii) allowances which are exempt from payment of tax.

Thus the amount of “allowances which are exempt from payment of tax” are not
includible in ‘salary’ for the purpose of calculating the value of the perquisite
In respect of rent free accommodation.

2. Sectlon 16(ii) of the Income-tax Act, 1961, provides for the deduction of
“entertalnment allowance” upto certain limits in computing the taxable salary
income. Under executive instructions, such entertalnment allowance, 1o the extent
it is deductible in computing the taxable salary income, has been reganrded ag an
allowance which is “exempt from payment of income-tax” and, ceordingly, not
to be regarded as ‘salary’ for the purposes of rule 3. .

3. The clause now proposed to be added to rule 2 is intended to give a sletutory
basis to thls position which has been followed all these years under executive
Instructions. As the assessments for ithe past years In the case of all salaried em-
ployeeg have been made according to these instructions, the interests of no one
would be prejudiclally affected by reason of the retrospective operation being
glven to the Insertlon of the new clause.

[No. 1865/F.No. 142(21)/70-TPL.]
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fa g, firmy feafafae afafag @ & —
(i) wgard wean a1 WMt AT o@ ab v g gax wrerd & fagfa
aAv ¥ SMUET § o AT &
(ii) sdard & wira fafy ay & fefas w1 swaw, W),
iil) 98 it %7 ga@ ¥ 9T AT §
T WY N AT FE-—HTE A gE AT 3|

W R eare & fag qleafer & wea wpaa ¥ wawew & fag
‘Ham ¥ afenfad 3 Ona T@¥
2. a7 wiwlfqaw, 1961 71 9w 16(i1) § FAT FITq T F F worav
FN H @ IR & fag wfqmm @ qw FER FT I9ET & | FETEd wgeEl &
weft, Q¥ FORTT WA 1 AR AW FY FT G4 A FORAY A0q far gF, wm-w
g § P2 A IR & w7 § A1 @ f, W) A faad 3 & adied & fag daay
TRl HIAT ST |
3. fqom 3 H #a R i & fau searfea aow 3@ feafa & st s
wa & & faq wmwfaq ¢, faasr sedoms g & w3 ey awl § wgar
o o &1 wife o awl & avlt daem anfy wEiedl & e § g oAgm ¥
AR frafon fear o g gwfan @ " @ & o T ® Ju gaeT 3 P
Frew ¥ fall % fgg 0w wfewe sem 7@ wdem)

[0 195/%0 Fo 142(21)/70—& 0 dfo qA]
o o WIAAT, qleA |

ERRATUM

In the Ministry of Finance Hindi version Notification No.15/J fiodo 30 0/2520
70-§0 ¥o,
Izssue No. 343, dated 16th September, 1970, published as Extraordinary Gazette
of India, Part II, Section 3, sub-section (il), Page No. 1484, in the beginning of
the first line read “®To W{To 3117",
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