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Lecture Notes-10: Income from Salaries-V
  
Rules of valuation of perquisites 
The valuation of the perquisites provided to the employee by the employer shall be valued as below:
(1) Valuation of residential accommodation: For the valuation of this perquisite, employees are categorized into the following two groups:
(a) Government Employees: Employees of central/state government or government employee on deputation in those undertakings which are under the control of such government.
Note: Employees of local authority or statutory corporation or employees of Government on deputation with any Body or Undertaking under the control of such Government are considered as non-government employees for the valuation of residential accommodation. 
(i) Valuation of unfurnished houses: Amount to be determined as per the government rules. Generally, the license fee of the accommodation shall be the value of an unfurnished house; if no information regarding value of this perquisite is given then 10% of the salary of the employee shall be value of the accommodation.
(ii) Value of furnished house: Amount calculated under (i) +10% p.a. of cost of furniture if it is owned by the employer or hire charges if they are not owned by the employer.

If accommodation is provided at concession, whether furnished or unfurnished, the amount charged by an employee by the employer will be deducted from the above valuation under (i) or(ii).

(b) Other employees: This kind of employees include employees of R.B.I., nationalized banks, educational institutions, universities, statutory corporations, companies of private sectors and other firms, etc.
Value of the house 

	Situation of the house 
	If house is owned by the employer
	If house is not owned by the employer

	House is situated in the city having population (as per Census 2011) does not exceed 15 lakhs as per the census of 2011.
	5% of the salary
	Actual rent paid by the employer or 10% of the salary whichever is less.

	House is situated in the city with a population of more than 15 lakh but does not exceed 40 lakh (census 2011)
	7.5% of the salary
	10% of the salary or Actual rent paid by the employer whichever is less

	House is situated in the city with a population of more than 40 lakh as per census 2011
	10% of the salary
	10% of the salary or Actual rent paid by the employer whichever is less



Meaning of the salary- Basic pay (except advance and arrears of salary) + dearness pay+ bonus + fees + commission + dearness allowance ( if it is under the terms of employment) + all taxable allowances + payments of income tax & life insurance premium by employer.

If house is provided at concession: Value of such house will be calculated as per the above rules minus the amount paid by the employee.
(2) Facility of accommodation in a hotel (both government and non-government):
	Hotel accommodation
	value

	(i) 15 days or less than 15 days (on transfer from one place to another)
	Nil 

	(ii) not provided in connection with transfer of employee or any other than above
	24% of salary or actual rent paid by the employer, whichever is less.


Meaning of salary has the same components given in the valuation of residential accommodation.
New rules from Assessment year 2025-26:
If the same accommodation is provided for more than one year—(with effect from Financial Year 2024-25)-
Value of RFH—applying existing rules or
Perquisite value for the first year (financial year 2024-25) (adjusted by the cost inflation index)—whichever is less.

(3) Accommodation at the time of transfer—
If accommodation is provided by the employer at the time of transfer from one place to another and both the places employee has occupied the houses-
(i) Both the houses will be valued as per the provisions discussed above, if days of occupancy of these houses are not more than 90 days. Lower value house will be included in the salary income of the employee as perquisite.
(ii) If days of occupation at both the places are more than 90 days, then both the houses will be valued as per the rules discussed above and taxable.
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