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Income Tax Act, 1961, 5. 23(1)-lncone from house
property-Chargeability to i ncome tax-"Annual value" of
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under provisions of Rent Act or —actual rent  received by
| andl ord from tenant.

Wirds and Phrases-"Annual Val ue"-Meaning of -1 nconme Tax
Act, 1961, S. 23(1).

HEADNOTE

The appel | ant - assessee constructed a warehouse and | et
out different portions under different tenancies commencing
on different dates. Later on a new |ease was entered into
between the assessee and her tenant for letting out of the
entire warehouse and the assessee started receiving rent at
the rate of Rs. 34,797/- per month in respect of the entire
war ehouse from 1st April, 1968.

In the course of assessnent of the assessee for the
assessment years 1969-70 and 1970-71 the question arose as
to how the "annual value" of the warehouse shoul'd be
determ ned for the purpose of chargeability to incone tax
under the head "incone fromhouse property". The assessee
clained before the Income. Tax officer that on a proper
construction of sub-section (I) of section 23, it was not
the actual rent received by her fromthe warehouse that was
material for deternmining the annual value of the warehouse
but the hypothetical anpbunt for which the warehouse night
reasonably be expected to be let fromyear to year, and
since the Delhi Rent Control Act 1958 was applicable in-the
area in which the warehouse was situate, the warehouse coul d
not reasonably be expected to be et fromyear to year at a
rent exceeding the standard rent determ nable wunder the
provi sions of that Act. The Incone Tax officer rejected this
claimand took the view that the actual rent received by the
assessee provided the nobst accurate and satisfactory measure
of the anount for which the warehouse m ght reasonably be
expected to let from year to vyear and the annual val ue of
t he warehouse nust therefore be taken to be the actual rent
received by the assessee and he accordingly assessed the
assessee to tax on the basis of the actual rent.




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 2 of 9

The assessee’s appeals for each of the two assessnent
years to the Appellate Assi st ant Conmi ssi oner wer e
unsuccessful . The Inconme-Tax Tribunal took the same view on
further appeals by the assessee and held relying on the
decision of this Court in M M Chawa v. J. S. Sethi [1970]
2 SCR, 390 that in the absence of fixation of standard rent,
the agreed rent which is legally recoverable and not tainted
by fraud, relationship or any other consideration nust be
taken to be the standard rent and hence the actual rent
received by the assessee was rightly taken as the annua
val ue of the warehouse.

310

The assessee’s applications to the Tribunal as well as
to the H gh Court for the naking of a reference under
section 256 of the Income-Tax Act, 1961 were al so di sm ssed.

Al owi ng the appeals to this Court,

N

HELD: 1. The annual value of the building according to
the definition given in sub-section (I) of section 23 of the
I ncome- Tax Act, 1961 is the standard rent deterninable under
the provisions of the Rent Act~ and not the actual rent
received by the landlord fromthe tenant. [316 H 317 A]

2. In Dewan Daulat Rai Kapoor etc. v. New Delhi
Muni ci pal Committee [1980] 2 S.C.R 607 a decision of this
Court given on the interpretation of the , definition of
"annual value' in the Delhi Minicipal Corporation Act 1957
and the Punjab Minicipal Act 1911 for the purpose of |evy of
house tax, it was held that even if the standard rent of a
bui |l ding has not been fixed by the Controller under section
9 of the Rent Act, the landlord cannot reasonably expect to
receive from a hypothetical tenant anything nore than the
standard rent determ nabl e under the provisions of the Rent
Act and this would be equally so whether the building has
been let out to a tenant who has | ost his right to apply for
fixation of standard rent by reason of expiration of the
period of limtation prescribed by section 12 of the Rent
Act or the building is self-occupied by the owner, 'and that
the standard rent deterninable ‘under the provisions of the
Rent Act and not the actual rent received by the | andlord
woul d constitute the correct measure of the annual val ue of
the building. [314 H 316 A-(

3. This decision though given on the interpretation of
the definition of "annual value’ in the Delhi Mnicipa
Corporation Act 1957 and the Punjab Minicipal Act 1911 for
the purpose of levy of house tax, would be equally
applicable in interpreting the definition of "annual value
in sub-section (1) of section 23 of the |Incone-Tax Act, 1961
because these definitions are in identical ternms and it is
i npossible to distinguish the definition of 'annual val ue
in sub section (1) of section 23 of the Incone Tax Act, 1961
from the definition of that term in the “Minicipa
Corporation Act 1957, and the Punjab Minicipal Act, 1911

In the instant case the annual val ue of the warehouse
for the purpose of chargeability to income-tax for the
assessment years 1969-70 and 1970-71 would have to  be
determ ned on the basis of the standard rents of different
portions of the warehouse determ nable under clause (b) of
sub-section (2) and paragraph (b) of sub-clause (2) of
clause (B) of sub-section (1) of section 6 of the Rent Act.
[319 C

JUDGVENT:
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and 21 1 1 of 1978.

Appeal s by special leave fromthe judgnment and order
dated the 1st February, 1978 of the Delhi Hi gh Court in
[.T.C. Nos. 14 and 15 of 1974.

311
W TH

Cvil Appeal Nos. 1184-85 of 1981

Appeal s by special |eave fromthe order dated the 28th
Septenber, 1973 of the |Income Tax Appellate Tribunal Del hi
Bench in |I.T.A No 386 and 387 of 1972-73.

Soli J. Sorabjee, T.A Ramachandran, Parkash Sarup
Ravi nder Narain and Talat Ansari for the Appellant in al
t he Appeal s.

P.A. Francis, S.P. Nayar and M ss A Subhashini for the
Respondent in all the Appeals.

The Judgnent of the Court was delivered by C

BHAGWATI, J. ~These appeals by special |eave raise a
common question ~of law relating to the determnation of
annual 'value of a building for the purpose of chargeability
to tax under the Income tax Act, 1961 where the building is
governed by the provisions of the Rent Control |egislation
but the standard rent -has not yet been ID fixed. The facts
giving rise to these appeals are few and may be briefly
stated as foll ows:

The assessee constructed a warehouse in Del hi sorme tine
in 1961 at a total cost of Rs. 4,13,000/-. The warehouse
consisted of two portions on the ground floor, one on the
north and the other on the south and al so a nezzani ne fl oor
and a first floor. On 19th March, 1962, the assessee |let out
the whole of the first floor tothe American Enbassy at the
rent of Rs. 5810/- per npnth-and subsequently on 1st April
1964 she let out the northern portion of the ground floor
together with the nezzanine floor to the sane tenant at the
rent of Rs. 6907/- per nonth and on 7th Decenber, 1964 the
northern portion of the ground floor was let out to the same
tenant at the rent of Rs. 6640/- per nmonth. Thus the entire
war ehouse was let out by the assessee to the /Anerican
Enbassy with different portions let out under “different
tenanci es comencing on different dates. On 17th July, 1967,
however, a new |ease was entered into between the assessee
and the Anerican Enbassy for letting out of the entire
war ehouse at the rent of Rs. 34,797/- per nmonth and this
| ease came into effect fromilst April, 1968. The assessee
thus started receiving rent at the rate of Rs. 34,797/ - per
nmonth in respect of the entire warehouse from 1st April
1968.

The question arose in the course of assessment of the
assessee to incone tax for the assessnent years 1969-70 and
1970-71 as to how the annual val ue of the warehouse shoul d
be determ ned for the
312
purpose of <chargeability to income tax under the head
"I'ncome from house property”". Now i ncone from house property
chargeable to tax is conputable wunder section 22 which
provi des that the annual value of property consisting of any

bui | di ngs or | ands appurtenant thereto, of which the
assessee is the owner, shall be chargeable to incone tax
under the head "Income from house property". Were,

therefore, the assessee owns a buil ding, the annual val ue of
such building is chargeable to income tax under the head
"income from house property" wunder section 22. But the
guestion inmedi ately arises: how is the annual value to be
determ ned ? The answer is provided by section 23 which |ays
down the node of determ nation of annual val ue. Sub-section
(1) of that section as it stood at the material time
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provided that "for the purposes of section 22, the annua
val ue of any property shall be deened to be the sumfor
which the property might reasonably be expected to let from
year to year. The assessee therefore clained that on a
proper construction of sub-section (I) of section 23, it was
not the actual rent received by the assessee for the
war ehouse that was material for determ ning the annual val ue
of the warehouse but the hypothetical anpbunt for which the
war ehouse m ght reasonably be expected to let fromyear to
year and since the Delhi Rent Control Act 1958 (hereinafter
referred to as the Rent Act) was applicable in the area in
whi ch the warehouse was situate, the warehouse could not
reasonably be expected to let from year to year at a rent
exceeding the standard rent det er m nabl e under t he
provi sions of that Act. The Inconme Tax officer however, took
the view that the actual rent received by the assessee
provi ded the nost accurate and satisfactory neasure of the
amount for  whi ch the warehouse m ght reasonably be expected
tolet fromyear to year and the annual value of the
war ehouse must therefore be taken to be the actual rent
received by the assessee ~and he accordingly assessed the
assessee to tax on the basis of the actual rent received by
her. The assessee preferred an appeal to the Appellate
Assi stant Comm ssioner for each of the two assessnent years
chal | engi ng the correctness of the view taken by the | ncone-
tax officer and contending that the annual value of the
war ehouse must be taken to be the standard rent determ nable
under the provisions of the Rent Act, but the appeals were
unsuccessful and the determ nation of the annual val ue made
by the Inconme-tax officer was affirmed. The Tribunal also
took the sane view on further appeals by the assessee and by
a consolidated order dated 28th Septenber, 1973, confirnmed
the assessments nmde on the assessee on-the basis of the
actual rent received by her. The  Tribunal held relying on
the decision of this Court in MM Chawala v. J S. Sethi,
[1970] 2 SCR 390 that, in the

313

absence of fixation of standard rent, the agreed rent which
is legally A recoverable and. not tainted by /fraud,
relati onship or any other consideration nmust be taken to be
the standard rent and hence the actual rent received by the
assessee was rightly taken as the annual —value of the
war ehouse. In the nean time, an application was nade for
fixation of the standard rent of the warehouse by the new
tenant who canme to occupy the warehouse after the Anerican
Enbassy vacated it and on this application, the Rent
Controller by an order dated 13th March, 1973 fixed the
standard rent at Rs. 34,848.00 per annum under. the
provisions of the Rent Act. The assessee aggrieved by the
order dated 28th Septenber 1973 nmde by the Tribunal
preferred two applications one in respect of each assessnent
year, seeking reference of five questions which, according
to the assessee, arose out of the order of the Tribunal, but
the Tribunal by a common order dated 26th February, 1974,
rejected the applications on the ground that there was only
one question of law which arose out of the order of the
Tri bunal but that was concluded by the decision of this
Court in MM Chawl a's case (supra) and so far as the other
guestions were concerned, they were all questions of fact
and hence not referable under section 256 (1) of the Income-
tax Act, 1961. The assessee thereupon preferred two
applications before the H gh Court of Delhi under section
256 (2) of the Inconme-tax Act, 1961 for directing the
Tribunal to make a reference, but these applications also
met with the same fate and on the same grounds which found
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favour with the Tribunal, they were rejected by the High
Court by judgrment dated 1st February, 1978. This led to the
filing of two petitions for special |eave to appeal, one in
respect of each assessnent year, and these petitions were
al  owed and special |eave granted by this Court, giving rise
to civil appeals Nos. 2110 and 2111 of 1978. Since these two
appeal s were directed against the judgnent of the Hi gh Court
refusing two call for a reference fromthe Tribunal, the
only question which could have been considered by the Court
in these appeals was as to whether any questions of |aw
arose out of the order of the Tribunal requiring to be
referred to the Hgh Court and therefore even if the
assessee succeeded in the appeals there would not be an end
tothe litigation but the questions of |law fornulated by
this Court would have to be referred by the Tribunal to the
H gh Court and then the High Court would have to hear the
reference and answer the questions referred to it. This
woul d have del ayed considerably  the final determnation of
the questions  of law arising out of the order of the
Tribunal ‘and it was, therefore. agreed between the Parties
that the follow ng two ques-
314
tions of |aw should ‘be decided by the Court in these
appeal s, since they adm ttedly arose out of the order of the
Tri bunal
(1) "Whether, on the facts and inthe circunstances of
the case, the actual rent received by the assessee
or the standard rent under-the Del hi Rent Contro
Act, should. be taken to be the "annual val ue" of
the property wthinthe neaning of section 23 of
the I nconme Tax Act, 1961
(2) Wether, there was any naterial on record on which
the Tribunal could hold that the receipt of Rs.
4,17,674/- from the Anmerican  Enbassy would he
reasonable rent for which the property night be
let in spite of the fact™ that properties in the
i medi at e nei ghbourhood( let out to the /Bank of
Baroda and Indian Oxygen Conpany Ltd. were let at
rents considerably | ower:
This Court accordingly made an order directing that these
two questions of |law should be disposed of by the Court
directly, without calling for a reference fromthe Tri bunal
However, since sone doubt was felt whether this Court could
directly dispose of the two questions of |aw arising out of
the order-of the Tribunal w thout calling for a reference,
the assessee by way of abundant caution preferred two
petitions for special |eave to appeal directed against the
order of the Tribunal dated 28th Septenber, 1973 and on
these petitions, special |eave was granted by this-Court and
that is how Cvil Appeal Nos. 1184-1185 of 1981 have cone up
for hearing before us along with C A Nos. 2110 and 2111 of
1978.

Though two questions have been formulated by this Court
as arising out of the order of the Tribunal dated 28th
Septenber, 1973, it is the first which really forned the
subj ect matter of controversy between the parties and since,
inour view, that question has to be answered in favour of
the assessee, it is not necessary to enbark upon a
consi deration of the second question. So far as the first
guestion is concerned, it stands concluded by the recent
decision of this Court in Dewan Daul at Rai Kapoor etc. etc.
v. New Delhi Mnicipal Conmittee.(1l) There were three
appeal s decided by a common judgnment in that case and the
guestion which arose for determination in these appeal s was
as to how the annual value of a
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buil di ng should be determined for levy of house tax where
the building is governed by the provisions of the Rent Act,
but the standard rent has not yet been fixed. One of these
appeals related to a case where the building was situate
within the jurisdiction of the New Del hi Minicipal Conmittee

and was liable to be assessed to house tax under the Punjab
Muni ci pal Act, 1911 while the other two related to cases
where the building was situate within the limt of the

Corporation of Delhi and was assessable to house tax under
the Del hi Municipal Corporation Act, 1957. The house tax
under both statutes was levied with reference to the 'annua

value’ of the building.  The "annual value’ was defined in
both statutes in the sanme terns, barring a second proviso
which occurred in section 116 of the Delhi Minicipa

Corporation Act, 1957, but was absent in section 3 (1) (b)
of the Punjab Minicipal Act, 1911. This proviso was however
not material as it dealt with a case where the standard rent
was fixed wunder the provisions of the Rent Act, while in
none of . the cases before the Court was the standard rent
fixed in respect of the building involved in such case. L.

According to the definition given in both statutes, the
"annual value’ of a building meant the gross annual rent at
whi ch the building m ght reasonably be expected to let from
year to year. The/ controversy between the parties centered
round the question as to what is the true neaning and effect
of the expression "the gross annual rent at which such house
or building.. may reasonably be expected to let fromyear to
year" occurring inthe definitionin both statutes. The
argunent of the Miunicipal Authorities was ~that since the
standard rent of the building was not fixed by the
Controll er under section 9 of the Rent Act~ in any of the
cases before the Court and in each of the cases the period
of limtation prescribed by section 12 of the Rent Act for
maki ng an application for fixation of the standard rent had
expired, the landlord in each casewas entitled to continue
to receive the contractual rent fromthe tenant w thout any
| egal inpedinment and hence the annual value of the buil ding

was not limted to the standard rent determnable in
accordance with the principles laid down inthe Rent Act,
but was liable to be assessed by reference to the

contractual rent recoverable by the landlord from the
tenant. The Municipal Authorities wurged that if it was not
penal for the landlord to receive the contractual rent from
the tenant, even if it be higher than the standard  rent
det erm nabl e under the provisions of the Rent Act, it would
not be incorrect to say that the landlord coul d reasonably
expect to let the building at the contractual rent and the
contractual rent therefore provided a correct neasure for
determ nation of the annual value of the building. This
ar gument

316

was hower rejected by the court and it was held that even if
the standard rent of a building has not been fixed by the
Controll er under section 9 of the Rent Act, the |andlord
cannot reasonably expect to receive from a hypothetica

tenant anything nore than the standard rent determni nable
under the provisions of the Rent Act and this would be so
equal |y whether the building has been let out to a tenant
who has lost his right to apply for fixation of the standard
rent by reason of expiration of the period of lintation
prescribed by section 12 of the Rent Act or the building is
sel f-occupied by the owner. Therefore, in either case,
according to the definition of "annual value given in both
statutes, the standard rent det er m nabl e under t he
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provisions of the Rent Act and not the actual rent received
by the landlord fromthe tenant would constitute the correct
neasure of the annual value of the building. The court
poi nted out that in each case the assessing authority woul d
have to arrive at its own figure of the standard rent by
applying the principles laid down in the Rent Act for
determ nation of the standard rent and determ ne the annua
value of the building on the basis of such figure of the
standard rent. The court, on this view, negatived the
attenpt of the Minicipal Authorities in each of the cases to
determ ne the annual value of the the building on the basis
of the actual rent received by the landlord and observed
that the annual value of the building must be held to be
limted by the measure of the standard rent determ nable on
the principles laid dowmn in the Rent Act and it coul d not
exceed such neasure of the standard rent. Now this was a
decision given on-the .interpretation of the definition of
"annual value’ _in the Del hi Minicipal Corporation Act, 1957
and the Punjab Minicipal Act, .911 for the purpose of |evy
of house tax, but it would be equally applicable in
interpreting, the definition of~ 'annual value’ in sub-sec.
(1) of section 23 of the Income-tax Act, 1961, because these
definitions are in identical terms and it is inmpossible to
di stingui sh the definition of 'annual value' in sub-sec. (I)
of section 23 of the Inconme-tax Act, 1961 from the
definition of that term in the Minicipal Corporation Act,
1957. and the Punjab Minicipal Act, 1911. W nust therefore
hold, on an indentical Iine of reasoning, that even if the
standard rent of a  building has not been fixed by the
Control | er under section 9 of the Rent Act and the period of
l[imtation prescribed by section 12 of the Rent « Act for
maki ng an application for fixation of ~the “standard rent
having expired, it is no |longer conpetent to the tenant to
have the standard rent of the building fixed, the annua
value of the building according to the definition given in
sub-section () of section 23 of -the Income-tax Act, 1961
must be held to be the standard rent determ nabl e under
317
the provisions of the Rent Act and not the actual rent
recei ved by t he | andl or d from the tenant. Thi s
interpretation which we are placing on the | anguage of sub-
section (1) of sec. 23 of the Income-tax Act, 1961, may be
regarded as having received |egislative approval, for we
find that by section 6 of the Taxation Laws (Anmendnent) Act,
1975, sub-section (I) of section 23 has been anended and it
has now been made cl ear by the introduction of clause (b) in
that sub-section that where the property is let and the
annual rent received or receivable by the owner in respect
thereof is in excess of the sumfor which the property m ght
reasonably be expected to let fromyear to year, the anount
so received or receivable shall be deened to the annua
value of the property. The newy added clause (b) clearly
postul ates that the sum for which a building mght
reasonably be expected to let fromyear to year may be less
than the actual anmount received of receivable by the
landlord from the tenant. W are therefore of the view that
in the present case the standard rent of the warehouse
det erm nabl e under the provisions of the Rent Act nust be
taken to be the annual value wthin the meaning of sub-
section (1) of section 23 of the Incone-tax Act, 1961 D and
the actual rent received by the assessee fromthe Anerican
Enbassy cannot of itself be taken as representing the
correct measure of the annual val ue.

We nust therefore address ourselves to the question as
to what would be the standard rent of the warehouse
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det erm nabl e under the provisions of the Rent Act for the
assessment year 1969-70 and 1970-71 the rel evant accounting
years being 1st April 1968 to 31st March 1969 and | st Apri
1969 to 31 st March 1970. Now ’'standard rent’ is defined in
section 2 (k) to nean the standard rent referred to in
section 6 or where the standard rent has been increased
under section 7, such increased rent. Section 6 |ays down
different formulae for determination of standard rent
according to different situations. O ause (A) of sub-section
(1) enacts provisions for determnation of standard rent in
case of residential prem ses. but we need not refer to those
provi sions, since we are concerned in the present case not
with residential premses but wth a warehouse which
constitutes non- residential prem ses. The provisions
applicabl e for deternination of standard rent in the case of
non-resi dential premises are set out in clause (B) of sub-
section (1) and there al'so, we are concerned only with sub-
cl ause (2) because the warehouse was admttedly let out for
the first tinme after 2nd June, 1944. Since the standard rent
of the warehouse was not at any tine fixed under the Del hi
and A mer- Merwara Rent Control Act, 1947, or the Del hi and
Aj mer Rent

318

Control Act, 1952, the -standard rent was liable to be
determi ned under paragraph (b) of sub-clause (2) which
provides that "the rent cal cul ated on the basis of seven and
one-hal f per cent per annum of the aggregate amount of the
reasonabl e cost of construction and the market price of the
| and conprised in the premises on the date of the
commencement of the construction” shall betaken to be the
standard rent of the premses. There is a proviso to this
par agraph which says that" where the rent “so calcul ated
exceeds twelve hundred rupees per annum -this clause shal
have effect as if for the words "seven and one-half per
cent" the words "eight and five-eighth per cent" had been
substituted." But all these provisions for determ nation of
standard rent are subject to (the overriding provision
enacted in sub-section (2) which provides in clause (b),
which is the clause applicable in the present case since the
war ehouse was constructed on or after 19th June, 1955, that
in case of such premises.... "the annual rent —calcul ated
with reference to the rent agreed upon between the |andlord
and the tenant when such prem ses were first |let out shall
be deened to be the standard rent for a period of five years
fromthe date of such letting out.." Now the first floor of
the warehouse was first let out at the rent of Rs. 5810/-
per month from 19th March 1962 and therefore under cl ause
(b) of sub-section (2) the rent of Rs. 5810/- per nonth
woul d be the standard rent of the first floor of the
war ehouse for the period of five years from 19th March 1962
up to 18th March 1967 and thereafter the standard rent woul d
have to be determ ned under paragraph (b) sub-clause (2) of
clause (B) of sub-section (1) and this latter figure would
represent the standard rent of the warehouse determinable
under the provisions of the Rent Act for the accounting
years 1st April 1968 to 31st March 1969 and 1st April 1969
to 31st March 1970. The next portion of the warehouse |et
out to the Anmerican Enbassy was the northern portion of the
ground floor together with the nmezzanine floor for the
period of five years from1lst April 1964 up to 31st March
1969 under clause (b) of sub section (2) and thereafter it
woul d have to be deter mined under paragraph (b) of sub-
clause (2) of clause (B) of sub section (1). Thus for the
accounting year 1st April 1968 to 31st March 1969 the
standard rent of the northern portion of the ground floor
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and the nezzani ne floor determ nable under the provisions of
the Rent Act would be Rs. 6907/- per nonth while for the
accounting year 1st April 1969 to 31st March 1970, the
standard rent woul d be that determ nabl e under paragraph (b)
of sub-clause (2) of clause (B) of sub-section (1). That
| eaves the southern portion of the ground floor which was
first let out to the Anerican Enbassy at the rent of Rs.
6640/ - per
319
nmonth from 7th Decenber 1964, and according to clause (b) of
sub- A section (2), the standard rent of this portion would
be Rs. 66401- per nonth for the period of five years from
7th Decenber, 1964 up to 6th Decenber, 1969 and thereafter
it woul d be determ nabl e under paragraph (b) of sub-clause 2
of clause (B) of sub-section (1). Thus for the accounting
year 1 st April 1968 to 31 st March 1969 and | st April 1969
to 6th Decenmber 1969 the standard rent of the southern
portion of the ground fl oor. determ nable under the
provisions of ~the Rent Act would be Rs. 66401- per nonth,
while for. the renmining portion of the accounting year from
7th December 1969 to 31lst March 1970, the standard rent
woul d be determ nabl e under paragraph (b) of sub-clause (2)
of clause (B) of sub-section (1). The annual value of the
war ehouse for the purpose of chargeability to incone tax for
the assessnment years 1969-70 and 1970-71 woul d have to be
determ ned on the basis of the standard rent of different
portions of the warehouse determ nable under clause (b) of
sub-section (2) and paragraph (b)~ of sub-clause (2) of
clause (B) of sub-section (1) of section 6 of the Rent Act
as di scussed above. D

We accordingly answer question No. 1 in favour of the
assessee by holding that the standard rent- of different
portions of the warehouse determ nabl'e under the provisions
of the Rent Act as indicated above and not the actual rent
recei ved by the assessee fromthe American Enbassy shoul d be
taken be the annual value of the warehouse wthin the
nmeani ng of sub-section (I) of section 23 of the Incone-tax
Act, 1961. On this view taken by us, the the assessee did
not press question No. 2 and hence it is not necessary to
answer it. W allow the appeals of the assessee to this

l[imted extent and direct that the Revenue will~ pay the
costs of the appeals to the assessee.
N V. K Appeal s _al | owed
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