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Amendment in Rule for determining the perquisite value of residential 
accommodation provided by employer      

Background 

As per the Finance Act, 2023, it was proposed to modify the Rule 3 of the Income-tax Rules, 1962 (the Rules) with 

respect to ascertaining the perquisite value of rent-free residential accommodation provided by the employer.  

In this regard, the Central Board of Direct Taxes (CBDT) has issued a Notification1 amending Rule 3 of the Rules, 

wherein inter-alia, effective 1 September 2023, the rates (on prescribed salary) at which perquisite value is 

determined has been reduced. 

Further, CBDT vide the notification, has inserted a new proviso2, with respect to method of determination of 

perquisite valuation in cases where the accommodation is owned by the employer and the same accommodation 

is continued to be provided to the same employee for more than one Financial Year (FY). 

Amendments with respect to computation of perquisite value on accommodation provided 
by employer 

• The comparison of the existing provision along with the new amendment with respect to perquisite valuation of

residential accommodation provided by employer (un-furnished employer owned) is illustrated below.

As per existing Rule 3 of the Rules 
As per Notification – Amended Rule 3 of the 

Rules 

City with population 
as per 2001 census 

Perquisite Value 
(% of prescribed 

salary) 

City with 
population as per 

2011 census 

Perquisite Value (% of 
prescribed salary) 

More than 25 lakhs 15% More than 40 lakhs 10% 

Exceeding 10 lakhs 
and Upto 25 lakhs 

10% 
Exceeding 15 lakhs 
and Upto 40 lakhs 

7.50% 

Upto 10 lakhs 7.50% Upto 15 lakhs 5% 

• Separately, with respect to unfurnished accommodation as taken on lease by the employer and provided to the

employee, the rates (on prescribed salary) on which perquisite value is determined has been reduced from 15%

of the salary to 10% of salary.

• The perquisite value of Rent-Free Accommodation provided by an employer in a hotel (exceeding 15 days in

aggregate in case of transfer) remain unchanged at lower of 24 percent of the prescribed salary or actual

charges incurred.

1 Notification No. 65/2023/F. No. 370142/21/2023-TPL Part (1) 
2 Rule 3 of the Rules  
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• The above may not be applicable for any temporary accommodation3 located in a remote area, provided by the 

employer. Also, the CBDT vide this amendment has increased the plinth area to 1000 square feet from 800 

square feet, as prescribed in Rule. 

 

• Remote area has been redefined as an area within the local limits or 30 Kilometers (reduced from 40 Kilometers 

specified earlier) from the local limits of any municipality or a cantonment board having a population of 1,00,000 

or more based on the 2011 census (increased from 20,000 based on latest published all India census) 

 

• In cases where the same accommodation has been provided by the employer (for owned accommodation) for 

more than one FY, then the perquisite value for such accommodation shall be least of the following; 

 

a) Perquisite value (determined as above) for that particular FY; (or) 

b) Indexed perquisite value of the first FY = [Perquisite value of the first FY x Cost Inflation Index for the FY 

for which the perquisite value has to be determined] / [Cost Inflation Index for the FY in which the 

accommodation was initially provided to the employee] 

 

The first FY means FY 2023-24 or the previous year in which accommodation is provided to the employee, 
whichever is later. 

The Cost Inflation Index means the index notified by the central government4. 

• The provisions relating to transfer where the employer may provide accommodation to an employee in the host 

and home location remain unchanged. 

Our comments 
 
The CBDT vide this notification has reduced the rates for perquisite valuation, providing a relief to the non-

Government employees for whom accommodation has been provided by the employer. Further, vide this 

amendment, the CBDT has taken into consideration the cost inflation rates for determination of perquisite value on 

accommodation provided by the employer for more than one FY.  

 

 

   

 
3 Rule 3 of the Rules and subject to specified conditions  
4 Section 48(v) of the Income tax act, 1961 



 

 

 

 

 

 

Noida 

Unit No. 501, 5th Floor, 

Advant Navis Business Park, 

Tower-A, Plot# 7, Sector 142,  

Expressway Noida,  

Gautam Budh Nagar,  

Noida – 201 305. 

Tel: +91 0120 386 8000 

 

Pune 

9th floor, Business Plaza,  

Westin Hotel Campus, 36/3-B,  

Koregaon Park Annex,  

Mundhwa Road, Ghorpadi,  

Pune – 411 001. 

Tel: +91 20 6747 7000  

 

Vadodara  

Ocean Building, 303, 3rd Floor,  

Beside Center Square Mall,  

Opp. Vadodara Central Mall,  

Dr. Vikram Sarabhai Marg,  

Vadodara – 390 023. 

Tel: +91 265 619 4200 

 

Vijayawada 

Door No. 54-15-18E,  

Sai Odyssey, 

Gurunanak Nagar Road, NH 5, 

Opp. Executive Club, Vijayawada, 

Krishna District, 

Andhra Pradesh – 520 008. 

Tel: +91 0866 669 1000 

 

 

Ahmedabad 

Commerce House V, 9th Floor,  

902, Near Vodafone House, Corporate Road, 

Prahlad Nagar, 

Ahmedabad – 380 051. 

Tel: +91 79 4040 2200 

 

Bengaluru 

Embassy Golf Links Business Park,  

Pebble Beach, ‘B’ Block,  

1st & 2nd Floor,  

Off Intermediate Ring Road, Bengaluru – 560071 

Tel:  +91 80 6833 5000 

 

Chandigarh 

SCO 22-23 (1st Floor),  

Sector 8C, Madhya Marg,  

Chandigarh – 160 009. 

Tel: +91 172 664 4000  

 

Chennai 

KRM Towers, Ground Floor,  

1, 2 & 3 Floor, Harrington Road, 

Chetpet, Chennai – 600 031. 

Tel: +91 44 3914 5000  

 

Gurugram 

Building No.10, 8th Floor, 

DLF Cyber City, Phase II, 

Gurugram, Haryana – 122 002. 

Tel: +91 124 307 4000 

 

 

 

 

Hyderabad 

Salarpuria Knowledge City,  

6th Floor, Unit 3, Phase III,  

Sy No. 83/1, Plot No 2, Serilingampally 

Mandal,  

Ranga Reddy District,  

Hyderabad – 500 081. 

Tel: +91 40 6111 6000 

 

Jaipur  

Regus Radiant Centre Pvt Ltd., 

Level 6, Jaipur Centre Mall, 

B2 By pass Tonk Road, 

Jaipur – 302 018. 

Tel: +91 141 - 7103224 

 

Kochi 

Syama Business Centre,  

3rd Floor, NH By Pass Road,  

Vytilla, Kochi – 682 019.  

Tel: +91 484 302 5600  

 

Kolkata 

Unit No. 604,  

6th Floor, Tower – 1,  

Godrej Waterside,  

Sector – V, Salt Lake,  

Kolkata – 700 091.  

Tel: +91 33 4403 4000  

 

Mumbai 

2nd Floor, Block T2 (B Wing), 

Lodha Excellus, Apollo Mills Compound, N M 

Joshi Marg, Mahalaxmi, Mumbai- 400011  

Tel: +91 22 3989 6000 
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