Chapter .
, Income from House Property

[Section 22 to 27]

6.1 Basic Concept

The total incomf: of an assessee and the tax payable by him can be included in five heads of
income as per Section 14 of IT Act. Income from House Property is onc of the important heads

out of the five heads. When any assessee makes any income by giving his house on rent then that
. income is included under the head “Income from House Property”.

6.2 Basis of Charge [Section 22] (Basis of Charge—Sec.22)

The “Annual Value” is the basis for calculating the income from house property and not the
rent received from that

property.Annual valuc is the inherent capacity of the property to earn
income.The annual value means the amount for which the property can reasonably be expected to
let from year to year.

6.3 Conditions to be satisfied for taxin

g income from property under the head “In-
come from Ilouse Property” ,

_ Fortaxing income from property under the head
three conditions must be satisficd:

(1) The property must consist of buildings and lands appurtenant thereto,
(i) The assess must be the owner of such house property,
~ (i) The property can be used for any purpose but it should not be used by the owner for any

other purposes like carrying on any business or profession the income of which is chargeable
under the head “Profits and gains of business or profession”

“Income from House Proeprty” the following

6.4 House Property or Building

. Thedefinition of house property or building is not given in the IT Act. The interpretation is given
on the basis of different court cases. According to that interpretation building is any land which is
covered from all thie four sides with walls and there may or may not be any ceiling. It includes all
types of residential house, which is used for residential purposes or purposes like office, warehouse,
godown, shop, cinema hall; auditorium, stadium, cvery flat of a big house etc. which is given on
reént to earn some money[CIT vs. London Hotel(1968)68 ITR 62(Bom.)]. |
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6.5 Land appaurtcnant thereto

The meaning of land appaurtenant thereto in respect to residential house property or buildjp, |
means any land which is inseparably connected with the building. For example, road for conveyap,, |

yard, vegetable field etc.
On the other hand the meaning of land appaurtenant thereto with respect to house property o

building not meant for residential purpose means garage for keeping car, playground, connecting |
road with the main road etc.

6.6 Vacant Land

Any income from vacant land shall be included under the head “Income from Other Sources”

6.7 Ownership of Property

According to Sec.22 of the IT Act for including any property income under the head “Incqme |
from House Property”, the assessee must be the legal owner or deemed owner of that property. If
any pcrson makes any income from sub-Ictting the property then that income cannot be included
under the head “Income from House Property”. This type of income is to be included either under
the head “Income from Other Sources™ or “Profits and Gains of Business or Profession”.

6.8 Owner of the Property

The owner of the property is that person in whose name the property is registered. It is not
necessary that the owner of the property must be the owner of the land on which the property is
constructed. He may or may not be the owner of the land. The owner may be the legal owner 0f
beneficial owner, Besides the trustee, executor, assignee, and member of Cooperative housing

society deemed to be the owner of the property.

6.9 Deemed Owner -
According to Section 27 the following persons are considered as the deemed qwn'cr,ofthe :
property: : ’ add® (1)

(1) Transfer to a Spouse or Minor Child[Sec.27(i)]:If any individual transfers any house

_property to his or her spouse otherwise than for adequate consid_eratio'n'(the'prOP‘?"ty 'S

transferred to a spouse where there is agreement to live apart) then the transferor is consldefee

as the deemed owner of the property. Similarly when any individual transfers any h?"gr ,

property to his minor child without adequate consideration (except in the case of min

married daughter) then the transferor is considered as the decmed owner of the-.propiﬂy a

(2) Holder of an Impartible Estate[Sec.27(ii)]: The, holder of an impartible cs.t.ate'({'(;’l'l.

property which is not legally divisible) shall be deemed to be the independent individi
owner of all propertics comprised in the estate. | . i 4o TSRS

(3) Member of Co-operative Society [Se. 27(iii)]:A cooperative society, company0 ety

association of persons when allots or lease under a House.Building Scheme ofa S‘; e
company/association a building or part thereof to one of their members, then that m

f

r othef

gl pthe |
shall be considered as the deemed owner of that building or part th.crcof al'tbm.lg'
cooperative socicty/company/association is the legal owner of the building. -
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) Rclnin‘ing ])stcssi()ll ofany building or part thereof]See.27(iiia)]: According to Section
. -53A of the Transfer.of Property Act,1882 due to part performance of a contract if any
person is allowed to take or retain the possession of any building or part thereof then that
person would be deemed to be owner of the property although. it is not registered in his
name.

'(5) Lease for 12 or more than 12 years [Sce.27(iiib)]: A person who acquires any right by
way of lease ol any building or part thercof for 12 or more than 12 years then that person
i.e. Iessce shall be deemed to be the owner of that building or part thercof.

HMustration 1 :

Mr. Sen transfer his house property worth 11,00,000 to Mrs. Sen out of love and afTection.
Who will be liable to tax in this case?

Solution : In this case though Mr. Sen is the legal owner of the property but Mr. Sen will be
treated as deemed owner of the property and liable to tax.

“INlustration 2:

~Mr.Kar lease his property to Mr. Sarkar for 15 years Mr. Sarkar earned ¥3,50,000 by letting that
property. Who will be liable for this income? -

" Solution : In this case Mr. Sarkar has taken the lease of the property for more than 12 years. So
according to Sec. 27(iiib) Mr. Sarkar will be treated as deemed owner of the property.

56,10 Disputed Ownership

Where the ownership is disputed and under court trial, then in that casc Income tax department
is going to decide who will be the owner and taxable so far as the court case is settled.

6.11 Property owncd by Co-owners

When two or more persons become the joint owner of any property and the portion of cach of
them is specific and determinable then for determining the income of those persons from that
Pproperty they shall not be considered as Association of Persons (AOP).In this case according to
Secs.22-25 of the IT Act income from the property is to be determined and depending on cach

~ persons share in the property income, the total income of cach person is to be determined by

_including his portion of income from that property.
l cd by the owner for the purpose of his own business or

. 6.12 Cascs where property is us
DProfession / Rental income is not treated as income from house property

ad income from house property is building or land appurtenant
al income shall be included under the head “Income from

- The basis of charge under the he
thereto, [n the following cascs the rent
_House Procprty”.

1. The asscssec may let the proper
2 The business of the assessec to own and give the house on rent,

Y 3. A property belonging to the business but not used for business purpose is

ty for residential or commercial purpose,

chargeable under

e maa sk s??
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6.13 Income from house property sitnated in foreign country

- Example: A building is owned by the assessee which is used by him in running a hote| o

Property held by the assessee as stock in trade of business. 4 ;
But in the following cases rental income from house property shall not be considereq ,, |
income under the head “Income from House Property” but determined and included “nde: .
the head “Profits and Gains of Business or Profession”. '
In the following cases rental income shall not be trecated as ‘income from house property’
but treated as income under the head ‘Profits and Gains of Business or Profession’, [

Ifthe assessee use a portion of the house property for the purpose of his business or profession
provided profits of such business or profession arc chargeable to income tax.

paying gucst accommodation. In this case income from the building shall be taxable unde
the head “Income from House Property”.But if the hotel building itself is let out then income
from the hotel building shall be taxable under the head “Profits and Gains of Busiress or
Profession”. |

If the assessee let out the property to the employees of his own business with the objectof
carrying the business in an cfficient manner but it is incidental to main business, then in that
case income from the property shall be taxble under the head “Profits and gains of business
or profession”. , 4

If the quarter built by the assessce is used as staff quarter for employees engaged of his
own business then in that case rent shall be considered as income under the head “Profits
and gains of business or profession”[(CIT vs. Delhi Cloth & General Mills Co.Ltd(1966)}

If the asscssee gives his premises to any Government agency for locating a branch of
bank, police station, post office etc. for the purpose of running the business efficiently, then

the income of such premises shall be treated as business income,

B ‘

Asscssee Taxability - RN
1. For Resident Indian - Income from house property whether
| brough to India or not , taxable lﬂﬂ(m/n
2. FroNot Ordinarily Resident or Non-resident | Income from house property if bm_ugh '

India is taxable, otherwisenot. = -~

~

6.14 Income from Iouse property which is not taxable or excmntcd from tax |

AW -

6.15 Composite Rent

Local authority’s income from house property.

Income of a political party from house property..

House property used for own residential purpose.

Income from farm house. : | ‘
House property income of an approved scientific research organization,
educational institution or hospital. Lo

("

any university

- % the vario®
In some cases, the owner charge rent not only for the house property but also for the V&' of

facilities provided with the house. Such r_eﬁt is called composite rent.
comnosite rent is given below: ! o

The taxability of this 7"
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(1) Rent of house property includes charge/rent for services:

Ifthe composite rent includes rent of house property and rent for other services like lift,gas,
water supply, air-conditioning etc. then in that case rent/value of providing services needs to
B be separated from rent of house property. Rent for the use of the house property shall be
included under the head “Income from IHouse Property” and value or rent of providing other

services needs to be included under the head “Income from Other Sources” [CIT vs. Kanak
Investments (P) Ltd.(1974)].

Income from House Property [Scction 22 to 27]

" Letting of house property with other inscparable assets: If composite rent includes
rent for letting the house property and letting of other inseparable assets like machinery,
furniture etc. and in that casc if the rent for letting of house property can be separated from
letting of other inseparable assets then income from letting of house property shall be taxable
under the head “Income from House Property” and letting of other inseparable asscts shall
be taxable under the head “Income from Other Sources”. But if the composite rent cannot
be separated then total composite rent shall be taxable either under the head “Profits and
gains of business or profession” or “Income from Other Sources”. Example: rent from
_ paying guest shall be taxable under the head “Income from Other Sources”.

i, 1616 Computation of Ipcome from IHouse Property or Propertics

““Income from the house property mcans Gross Annual Value from which Municipal Tax, Sewerage
' Tax, Water tax is to be deducted in order to arrive at Net Annual Value.This Net Annual Value is
' actually the income from the house property.From this income deducting statutory deductions u/s
' 24and interest on borrowed capital which gives the income from house property. '

. The income from house property can be classified into:

B0, ' &ncome from Ilouse Property / Net Annual Valueﬂ
B ]
' | =

6.16.1 Basics of comuputing income
|

| from let-out house property or proper-
ties

—
6.16.2. Determination of taxable in-

come from self-occupied house property
or propertics |

‘ 6_.16.2.1 If such property is used by
the owner for the purpose of carrying
on his business or profession

. 1
6.16.2.2 If such property is used for

the residence of the owner and his fam-
ily members '

b 6.16.2.2(A) If one propérty is used
gtbc owner for his own residential pur-
fose: ' . A

A

6.16.2.2(B) If two or more properties; are us

{for residential purpose by the owner -

]

*Amended from the A.Y, 2020-21.

J

" Contd. in next page
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(I. Annual value of| | II. House propertyj [II. When a part of V. Where m
self-occupied house | | which could notactu- || the property is self- | [property is. self-ocey.
property which is| | ally be self-occupied || occupied - by the [ |pied a part of the yey
used by the owner for | | due to employment || owner and a part is | [and let-out for othe
his own residence| | else-where [section || let-out part of the vear
[Section23(2)(a)] 23(2)(b)] :

\_ J \ J \ J \

r Format for Computation of Income from Let-out House Property-Under both Qld ) i
Tax Regime and New Tax Regime |

_ ]
Computation of income from House Property of .... a resident individual for tle Assess-
ment Year 2024-25 relating to Previous year 2023-24

Particulars Old Tax Regime New Tax Regime
Selfoccupied|  Letout/ | Selfoccupied Let out/
for residence| Deemed let out| for residence |Deemed let cut

Gross Annual Value (GAY) N/A XXXX N/A XXxX

Less: Municipal Tax N/A XX N/A (xXX)

Net Annual Value (NAV) N/A XXXX N/A XXxX

Less: Standard Deduction @ e .

30% of NAV [Section 23 (a)] N/A XX) N/A XX)

Less: Interest on borrowed capital | i

on home loan [Section 24 (b)] (XXX) (XXX) ‘N/A (XxX)

Income/ loss from house property| ~ (XXXX) XXXX Nill XXX

N/A means Not Allowed

((6.16.1. Basis of computing income from lct-out house: property;or: propertiesiti-: .
® Gross Annual Value [Section 23(1)]: coht
The gross annual value of any house property shall be the sum for which the property mlghe

reasonably be expected to be let from year to year.This is the inherent earning capacity O.fta

property which is neither actual rent received or municipal valuation. It is the estimated or notion
rent which could have been derived had the property being let. So, the gross annual value 1$

value on which tax is imposed. .

Gross Annual Value is determined based on four factors:

C

Gross Annual value

v v b v t
1.-Actual Rent 2. Municipal 3. FairRentorNotional 4, Standafd Ren
received Value Rent ' .

.orreceivable
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1. Actual Rent Received or Recejy
Jetermined based on the rent received fro;
which the owner of the property receives i
ity, water, watchman etc. In this case fo
receivable we have.to deduct money rece

Defacto Rent = Actu

services
2. Municipal Value

able: The income from any house property can be
n the property. Here rent means de Jacto rent. The rent
icludes the cost of other ancillary services like electric-
r determining the defacto rent, from rent receiyed or
ived from other services.

al Rent Reccived or Receivable (<) Cost of providing other amenities or

L Gross Municipal Value . j

d .
S 1 ,
1. Net Municipal Value - 2. Determination of Gross Municipal
\ Value from Net Municipal Value
@ Net Municipal Value: In metropolitan cities like Chennai, Delhi, Mumbai, Kolkata, munici-
pal authorities levy municipal taxes on Net Municipal Value. This Net Municipal Value is deter-

mined after deducting 10% from Gross Municipal value due to repairs of the house. Besides the

other service taxes like Sewerage tax, Education cess, water tax ctc. is determined as a percent-
age of Net Municipal Value and it is deducted from Net Municipal Value. -

So, the relationship between Gross Municipal Value and Net Municipal Value is given below:
In Metro Citics:

Particulars Amount ()
Gross Municipal Value (GMV) - XXx
Less :10% of GMV for repairs ' ' CXXX
: Net Municipal Valye (NMY) XO0X
Less : Sewerage tax / Water tax as a % of NMV (x0x) XXX
: XXX

Le. | NMV = GMV - 10% of GMY - Sewerage / Water tax as g % of NMV. "

Conditions for deducting Municipal Tax and other service taxes like Sewerage tax, water tax
¢tc from Gross Annual Value is discussed below: 3 '

® It has been paid in the last year
@ 1t has been paid by the assessee.

A

i) It may be related with the previous year or any previous year before that.

G

AW, No deduction is allowed for advance municipal tax paid
- No deduction is allowed for payment of municipal tax by the tenant.
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In Non-metro Cities @

Gross Municipal Value (GMV) = Net Municipal Value (NMV)

Note : If only Municipal Value is given then in that case it is to be assumed that Net Municip,
Value is given. | ;

Illustration 3:

Mr. X is the owner of a house situated in Chennai. Its Gross municipal value is % 30,000, f
municipal tax is 12% then calculate the municipal tax. What will be your answer if the house is
situated in non-metropolitan cities.

Particulars | Amount )

Gross Municipal Value (GMYV) ' | | 30,%

Less : 10% of T 30,000 for repairs S . 3,00
' Net Municipal Value (NMV) | " 27,000

- Municipal tax will be 12% 0f 27,000 =% 3,240. : :
In case of non-metropolitan cities municipal tax will be 12% ofX 30,000=% 3,600. "

Ilustration 4:

(1) Gross Municipal Value of a house fixed by Kolkata Municipality is ¥ 1,00,000. Rate of
Municipal tax is 15%. Water and Sewerage taxes are 3% and 2% respectively. Find out the Net
Municipal Value and Municipal tax. _ . -

(2) What will be your answer if the house is situated.in Vizag?

Solution : (1) In this case the house is situated in a metro city therefore, .

NMV = GMV -10% GMV - Sewerage/Water tax as a percentage of NMV-~
or, NMV =¥ 1,00,000 - 10% of Z 1,00,000 —2% of NMV —3% of NMV-
or, NMV + 2% of NMV + 3% of NMV = Z 1,00,000 - 10,000

or, 105% of NMV =% 90,000. 1V

290,000
=00 285,714,
NMV =~165%

Municipal tax payable = 785,714.x 15%=T12,857.

Water tax payable =% 85,714 x 3% =3 2,571.

Scwerage tax payable =% 85,714 x 2% =% 1,714. Y b oo} snGitiD
(2) If the house is situated in Vizag i.e. non-metro city then GMY, =NMY =% 1,00,000

Municipal tax payable =% 1,00,000 x 15% =% 15,000. )

Water tax payable =% 1,00,000 x 3% = Z 3,000. '

Sewerage tax payable =% 1,00,000 x 2% =X 2,000 | :
@ Determination of Gross Municipal Value from Net Municipal Value Tl
From Net Municipal Value if we want to determine the Gross Municipal Yaiuc thcﬂ_lt ;ha '

determined in the following way : ‘ ‘
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1 , — Particulars Amount )
& Net Municipal Value (NMV) XXX
1

- e

?”Add ) 9 of NMV. ) : XXX
dd : Sewerage/ Water tax as a % of NMV FIEX
i Gross Municipal Value XXX
—

E

Gross Municipal Value (GMV) = Net Municipal Value (NMV)-+ L of NMV + Sewerage/
9
Water tax as % of NMV.

" llustration 5 :

- Mr. Taxman is the owncr of a house situated in Delhi. The net municipal value is ¥ 45,000. Delhi
“;Ljnunicipality imposes 10% of Municipal tax, 8% Sewerage tax, 4% Water tax and 2% education
cess. Calculate Gross Municipal Value.

Solution : The house is situated in metropolitan city Delhi.

Particulars Amount(X)
Net Municipal Value (NMV) 45,000
1 1 : . '

§ofNMV i, (3 x T 45,000) 5,000

9) - | ' 50,000
dd :  Sewerage tax (8% of T 45,000) 3,600
k. 53,600
Water tax (4% of ¥ 45,000) 1,800
: 55,400
. 5 900

Education cess (2% of ¥ 45,000)

56,300

21038 Municipal Value (GMV)

which a similar property can fetch in the

3‘ Fair Rent/Notional Rent: Fair rent is the rent
8me or similar locality if the property is let for a year ‘ , o
* 44Standard chtt}: Standdrd rent is fixed by Rent Control Act.If standard rent is fixed then

o t.
{irRent or Expected Rent cannot exceed Standard Ren —
I L P ERET F TS AT o) fo o AR S Ian;lc;SEC.ZJ(l) AVt R ':;‘ﬂ R R . ek

88 Deter of Gross Annual Yalue::e :
crmination of Gro ion 23(1) we need to consider the matters

ect
nual value under s | Rent [See.23(1 )(b)]and Actual Rent due

bed in the relevant sections.

<y WA AR

-,

" For determinin
i g the gross an
® Reasonable Expected Rent [Sec.23(1)(@)]Act

;yﬁcancy [Sec.23(l)(c)]and what has been descri

ﬁth AN
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if\'-815161243‘(1).(:1)":“Rca'soh::_nbl'g‘-E:;ép¢_ctcd“Réhﬁf' :;4-:"-: The sum for which the property migy
ear is the Gross Annual Value (GAV) of the Property
Reasonable expected rent is to be determined by

reasonably be expected to let from year toy
Step 1 : Reasonable expected rent :

following Step 1:
Step-1 : Computation of Reasonable Expected Rent (RER)

Reasonable Expected Rent (RER)

15
o
Not covered by Covered by
Rent Control Act ' Rent Control Act
l 0
Higher of : ) Lower of .
(i) Gross Municipal (i) Higher of Gross GMV or FR
Value (GMV) Or Municipal Value (GMV), Or | whicheveris higher
(i) Fair Rent (FR) Fair Rent (FR) . | butsubjectto
(ii) Standard Rent (SR)as | . :umof SR

per Rent Control Act

Illustration 6 :
Calculate Reasonable Expected Rent (RER) from the following details .

Particulars Ilouse 1 | House 2 .IIouse 3| House 4

® @ o @

1. Gross Municipal Value. , 8,000 12,000 | 15000[ 8

2. FairRent 9,000 16000 | 12,000 100

3. Standard Rent as per Rent Control Act | 12000 | N.A.| 15000 70
Solution : ' :

House 1: : o ik

(i) Higher of Gross Municipal Value i.e. ¥ 8,000 or Fair Rent i.e. Z 9,000. So the highe

~ figure is¥9,000. ; .
(i) Standard Rentas per Rent Control Act is ¥ 12,000.

Rg:asonable Expected Rent (RER) is lower of (i) and (ii) i.e. ¥ 9,000.
House 2 : ‘ ' ' ot

This property is not
higher of Gross Municipal Value or Fair Rent. As the higher figure is

Expected Rent is X 6,000.

House 3: - - s '
(i) Higher of Gross Municipal Value or Fair Rent = 15,000,
(i) Standard Rent=X 15,000.
Reasonable Expected Rent is lower of (i) and (ii) i.e. ¥ 15,000.

ls ‘
covered by Rent Control Act. Therefore, Reasonable Expected Re";;c |
Fair Rent therefore Reason™
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House 4

(i) Higher of Gross Municipal Value or Fair Rent = % 10,000.
(ii) Standard Rent =% 7,000.

Reasonable Expected Rent is lower of (i) and (ii) i.e. ¥ 7,000. , |

8 Section 23(1)(b): Actunl Rent (AR) - Unreliscd Rent > Reasonable Expectod Rent (RER)]

Where the property or any part thereof is let and the actual rent received or receivable by the
owner in respect thereof is in excess of the sum referred in section 23(1)(a), then the sum received
or receivable is the annual value of the property -
~ Step 2 : Actual Rent (AR) reccived or reccivable

| In this case Actual Rent received or receivable shall be determined after deducting Unrealised
~ Rent from Actual Rent. The money which the owner is unable to realise from the tenant, that is
- unrealised rent and this unrealised rent is not included in Annual Value.

; .. AR received or receivable = Annual Rent — Unrealised Rent

i@_«Scctiqn 23(1)(0) :'.Ac'tuz.il Rent (AR)__(_]UC to _Vaca-ncy < Réasonablé Expccted Rent(RER) ':

When any property or any part of the property is given on rent and the relevant property was
E .~ vacant during the whole or any part of the previous year and owing to such vacancy, the rent which
. Wasnot realised, if that is deducted from the Actual Rent Received or Receivable by the owner
~inrespect of the property ,then

- Iftheresultant-sum is less than the sum referred to in Section 23(1)(a) i.e. Reasonable Expected
* Rent, then the Annual Value of the property shall be the Actual Rent Received or Receivable.

. Step 3: Comparison of Actual Rent (AR) received or receivable with Reasonable Ex-
pected Rent (RER)

- Comparison of AR and RER
]

| 1
(7. -~ |In this case Actual Rent (AR) is considered Rent (AR) and Reasonable Expected Rent (RER).
2 after considering Unrealised Rent :

E When When . Inthis case Actual Rent (AR) is considered
| (AR-Unreglised Rent) (AR - Unrealised Rent) ~ 81 °_°“S“m'l‘lg Vacancy
3 >ul§ P : <ﬂl?j‘R s (AR due to Vacancy) <RER
en L th
AR=GAV (Gross - RER=GAV- AR:%‘ e
. Annual Value) Section 23(1
~ [Section 23 (1)(b)] [ 41 23(1)(b)] [ Section 23(1)(c)]

i *In this case Gross Annual Value being lower of Ac-
-~ Inthis cage Gross Annual Value (GAY) being higher tual Rent (AR) and Reasonable Expected Rent (RER)
- OfActug) ; but when AR due to vacancy > RER then Gross

Annual Value = AR
- Gross Annual Value (GAV) is the higher of step 1 and step 2 |
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® Determination of Gross Annual Value under different conditions

Situation 1.

Tllustration 7 : When there is neither Unrealised Rent nor Vacancy Period
Compute Gross Annual Value in respect of the following properties

ITouse 1(X) | House 2(?) House 3 (})
Gross Municipal Value for the'wholc year 1,50,000 ' 1,70,000 1,90,000
Fair Rent for the whole year 1,35,000 1,45,000 1,75,000
- Standard Rent under the Rent Control
Act for the whole year 1,65,000 N.A. 1,30,000
Actual Rent received 1,30,000 2,00,000 1,40,000
Vacancy Period N.A. N.A. N.A.
Solution : '
Computation of Gross Annual Value i
Step Calculation of Rule ~ Housel | House2 House3.
’ ® ® ®
1.| Reasonable Expected Lower of (a) and (b) . :
Rent (RER) (a) Higher of GMV or Fair Rent 150,000 | 1,70,000 [ 130000
‘ (b) Standard Rent ‘
2.| Actual Rent (AR) For the period actually let
, out during the previous year 1,30,000 | 2,00,000 1,40,000
3.| Gross Annual Value Higher of Step 1 and Step 2 1,50,000 |  2,00,000 w ,

Situation 2.

‘Tllustration 8 : When there is Unrealised Rent but No Vacancy Period

Mr. Kar owns a house property in Kolkata. The following information is given 4
Value % 3,00,000; Fair Rent% 2,80,000; Standard Rent ¥ 2,40,000. The property was let-out throughohc
the previous year for a rent of ¥ 20,000 per month. But Mr. Kar failed to recover the rent fort
month of January 2024, Find out the Gross Annual Value of the property for the Assessment 1¢

2024-25.

Solution

: Gross MuniciPal

Computation of Gross Annual Value

Step 1 :. Computation of Reasonable Expected Rent (RER) /
~ As the property is covered under the Rent Control Act, therefore RER is

Lower of (i) and (ii) —
(i) Higher of Gross Municipa

1 Value (GMV) or Fair Rent (FR)=% 3,00,000-
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(i)  Standard Rent (SR)=%2,40,000.
Reasonable Expected Rent (RER) =% 2,40,000.
Actual Rent received or receivable
Actual Rent (AR) = Acty
=(%20,000 x 12) -2 20,000
=32,40,000-% 20,000
=3 2,20,000,

Step 2 :

Step 3 :
Here, (AR — Unrealised Rent) =% 2,20,000 and
Reasonable Expected Rent (RER) =% 2,40,000.
As, (AR - Unrealised Rent) < RER
.. Gross Annual Value =RER =% 2,40,000.

LSituation 3)

Illustration 9 : When there is Vacancy Period but no Unrealised Rent
Find out the Gross Annual Value in case of the following house properties.

al Rent received or receivable — Unrealised Rent

Comparison of Actual Rent (AR) and Reasonable Expected Rent (RER)

House 1 House 2 "House 3
| ) ®) )
Gross Municipal Value for the year 30,000 40,000 68,000
Fair Rent for the year 40,000 60,000 70,000
- Standard Rent under Rent Control
~ Actduring the year 28,000 35,000 75,000
. Actual Rent for the year 50,000 66,000 64,000
Vacancy Period (in months) , 3 |- 2 1
 Solution :
Computation of Gross Annual Value
Calculation of Rule House 1 | House 2 | House 3
\ (9] ) )
. | Reasonable Expected | Lower of (a) and (b) — 28,000 35,000 70,000
Rent (RER) (a) Higher of GMV or
Fair Rent
(b) Standard Rent ‘
Actual Rent (AR) | For the period actually let 50,000 66,000 64,000
out during the year :
70,000
.| Gross Annual Value |Higher of Step 1 and Step 2| 50,000 | 66,000
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" When there is Unrealised Rent (UR) as well as Vacancy Period |

In this case the following steps are to be followed :

Step (1) : Calculate Reasonable Expected Rent wﬁich is

Lower of — .
(a) Higher of Gross Municfpal Value (GMV) or Fair Rent (F R).
(b)  Standard Rent (SR). )

Step (2) : Calculate Actual Rent Received/Receivable (AR) for the year less Unrealised
Rent (UR) of current Year.

Step (3) : Compare the values calculated in Step (1) and Step (2) and take the higher figure,

Step (4) : In case of vacancy and due to such vacancy if ‘Actual Rent (AR) — Unrealised
Rent (UR)’ is less than Reasonable Expected Rent (RER) then ‘Actual Rent (AR) — Unrealised
Rent (UR)’ as computed in Step (2) will be treated as Gross Annual Value (GMV).

* Points to Remember: -

‘When Actual rent (

| ﬁlﬁsﬁaﬁon 10 When there is Unrealised Rent as well as Vacancy Period

Calculate the Gross Annual Value in respect of the following three house propertics.

House 1 | House 2 “House 3
| | o @
Gross Municipal Value 180000 | 210000 15000
Fair Rent | 1,70,000 | 1,75,000 2,70,000
Standard Rent 150000 | 2,70000 | 33049
Actual rent for the previous year 2023-24 210000 | 340000 | 18040
Unrealised rent for the previous year 2023-24 ss000 | 70000 | 2000
Unrealised rent for the previous year 2022-23 25000 | - 28,000 35,00‘;
Vacancy Period for the previous year 2023-24 4 -3

Workings. :
1. Calculation of Actual Rent (AR):

Actual Rent (AR) = Actual Rent received or receivable — Unrealised I}ent .
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?2,10,000
- 12
=% 1,40,000-7 55,000

- =% 85,0000.

%3,40,000
Tx9]-%7o, 000

=%2,55,000~% 70,000
=% 1,85,0000.

7

31,80,000
- [TXIOJ—’QO,OOO

i‘-‘ 3 e =% 1,50,000—-% 20,000
' Dol =% 1,30,000.

For House 1 : AR = [ x8]—?55,000

S o L NRS e

¥ vt ahis s sl
plis s i

For House 2 : AR = [

For HHouse 3 : AR =

~ Solution : Computation of Gross Annual Value

Rule House 1
(9

Calculation of

£

House 2
®)

House 3

?% 1.| Reasonable Expected | Lower of (a) and (b) — 1,50,000

~ | [Rent (RER) - (a) Higher of GMV or

ﬂJ ~ Fair Rent (FR)

& [ ' (b) Stanard Rent (SR)

2 Actual Rent (AR) As per Workings 1

£3.| Gross Annual Value | Lower of Step 1 and Step 2
due to vacancy*

85,000

L

85,000

-
3 18
i
£

sl

2,10,000

1,85,000|

1,85,000

2,70,000

1,30,000

1,30,000

. * In case of vacancy and due to such vacancy
0 * (UR)’is less than Reasonable Expected Rent (RER) then
" Rent (UR)"'will he treated as Gross Annual Value (GAV).
{8 iDeiiciions from Annual Value [Secton 24 ]
& For determining the income from house property,
these deductjons are:

'1'Standard Deduction: For meeting the expenses
“; a standard deduction of a sum equal to 30% of ‘

térest on Borrowed Capital: Interest on borrow
icCrual basis i this borrowed capital is used for acquisition,
fuction of the property. From the asscssment year ?020
1 for certain house property)has been inserted. If interest on
ion under section 80EEA then it canno

e
_;r ¢
w7,

if ‘Actual Rent (AR) Unrealised Rent
‘Actual Rent (AR) — Unrealised

the following deductions are to be made.

of the house property, the assessee shall be
f the Net Annual Value.
ed capital is allowed as deduction on
construction, repair, renewal or recon-
21 Section SOEEA(Interest on loan
borrowed capital is claim.ed as

t be claimed as deduction under section 24(b) In tlfe
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same assessment year or other assessment years.
For convenience of calculation interest on borrowed capital is divided into two parts:

(i) Interest for pre-construction period: Pre-construction period means the date when g, |
construction of the property was started or the date when capital was borrowed whicheyg, "

is later and ending on 3 1% March immediately prior to the date of completion of constructigy,
Example: T took one loan for construction of the house on 1.4.2001.But the construction of
the house started on 1.4.2003 and construction completed on 27.09.2015.In this case the
pre-construction period will be 1.4.2003 to 31.03.2015.

Interest on Borrowed Capital: Accumulated interest of the pre-construction period is
deductible in five equal instalments, starting from the year in which the construction of the

house was completed.

Interest for Post-construction period: Post-construction period means, the year in which
. construction of the house was completed or the period until which the borrowed capital was

returned. In this case the interest on the borrowed capital can be completely demanded in

(iD)

the specified years.

- Points to. Remcmbcr. Important matters rclatmg to Intcrcst on Borrowed Capltal

Lo As mterest on boLrowed capltal is allowed on accrual basxs therefore the mterest actually

; paid or payable in the current year is also deductlble on yearly baS|s
- o Interest paid on unpald mterest is not deductlble & 3
The date on which loan was taken for the Sonstruction of the property and the. date on
‘. which the construction of the property startcd whichever is later between the two,. from
“that date and ending on 31" March immediately prior to the date of completion of construc:
* tion is called pre-construction period. The accumulated interest of the pre-construction

" period was deductible in fi ve equal instalments starting from the year in WlllCh the con-
©struction was completed and the remammg in the next four years. A
. The Brokerage and Commission payablc on borrowed capital is not dcductlble
Interest on new borrowed capital, if used to repay the old borrowed capital then the mtcr

o
_eston new borrowed capital is allowed as dcduetnon. IS T S e

@ Illustration 11 : ' the
M. X has taken a loan of ¥ 10,00,000 from State Bank of India on 1.4.2013 @10% paa. for 019
leted on 25.07.201

onstruction of his house. The construction of the house was comp

purpose of ¢
ifferent asscssment years.

Calculate the interest on loan allowed as deduction in d

Solution: 1
ion perl
" The construction of the house was completed on 25. 07.2019. Therefore pre-construction pe
loan for pre-construction period is—

is from 1.4.2013 t0 31.03.2019 i.c. 6 years. Interest on
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¥ 10,00,000 x 10% x 6 years = < 6,00,000.
%6,00,000 will be allowed as deduction in § ¢

starting from2019-20. Hence, interest allowed as
below :

qual instalments i.e. (Z 6,00,000/5 =% 1,20,000)
deduction in different assessment years is shown

Computation of Pre-construction and Post-construction period interest on loan

sSes{sment i Previous | “Pre-construction | Post-construction Total interes
ears i e Year i . period’interest | period interest "”de'd‘uctibz:l
2019-20 1,20,000 1,00,000 220,000
2021-22 2020-21 1,20,000 1,00,000 220,000
2022-23 0 2021-22 1,20,000 1,00,000 220,000
2023-24 , 2022-23 1,20,000 1,00,000 220,000
2024-25 2023-24 1,20,000 | 1,00,000 220,000

Illustration 12:

Mr. Tamal has taken a house building loan from Panjab National Bank on 1.7.2013 for Z 5,00,000
@ 12% p.a. Construction of the house was started, on 1.8.2014 and completed on 1st March,
2021. How much interest on loan is deductible in the assessment year 2024-25.

~ (a) Date of repayment of loan is 28th February, 2022.
(b) Date of repayment of loan is 31st January, 2020.

Solution :

' (a) Here the construction was completed on 01.03.2021 and the date of repayment of loan is
28.02.2022. Now in between these two dates i.e. 01.03.2021 (Completion of construction) and
28.02.2022 (Date of repayment of loan), 01.03.2021 is prior to 28.02.2022. Therefore interest is to
be calculated upto 01.03.2021. i.c. upto 31st March prior to 01.03.2021 which is 31.03.2020.

The pre-construction period is 1.8.2014 to 31.03.2020 and the 5 years post-construction preiod

for deduction of pre-construction perion interest is 2020-21 to 2024-25. Interest for the pre-
construction period is calculated below :

1.8.2014 t631.03.2015 =% 5,00,000 x 12/100 x 8/12= ~ ¥ 40,000

1142015 031032016 =% 5,00,000  12% = 260,000
142016 t0 31.03.2017 =% 5,00,000 x 12% = 260,000
142017 t0 31.03.2018 = 5,00,000 x 12% = 260,000
142018 0 31.03.2019=% 5,00,000 X 12% =" . 260,000
142019 to 31.03.2020 = 5,00,000 x 12% = 260,000

% 3,40,000

*"Total interest of the pre-construction period =
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Computation of Interest Deductible in the Assessment Year 2024-25
Assessment | Previous Interest deductible . Total im
year year | Pre-construction | Post-construction deductible ®)
period (%) period )
2024-25 2023-24 3,40,000 x 1/5 NIl TR

—

.. From previous year 2020-21 onwards upto previous year 2024-25, Mr. Tamal will get
deduction only for the pre-construction period i.e. 2’ 68,000 only.

(b) In this case the pre-construction period is 1.8.2014 to 3 1.03.2020 i.e. upto 31st March prior
t0 01.03.2021 (completion of construction) and the pqst—construction period is 2020-21 onwards,

Intercst for the pre-construction period is calculated below :

1.8.2014 t0 31.03.2015=% 5,00,000 x 12/100 x 8/12= %40,000
1.4.2015 t031.03.2016 = 5,00,000 x 12% = ' T60,000
1.4.2016 t0 31.03.2017 =% 5,00,000 x 12% = ' '%60,000°
1:4.2017 t0 31.03.2018 =% 5,00,000 x 12% = %60,000
1.4.2018 t031.03.2019 =% 5,00,000 x 12% = % 60,000
1.4.2019 t0 31.03.2020 =% 5,00,000 x 12% = - 360,000
- Total interest of the pfe-construction period = W
Computation of Interest Deductible in the Asseésment Year 2024-25 1. 4
Assessment | Previous Interest deductible Total interest
year ' year Pre-construction * | Post-construction deductible ()
_ period ) : _period TR
202425 202324 | 3,40,000x 1/5 Nl
- =2 68,000 o | =res00

Pre-construction period intcrest is deductible from previous year 2020-21 upto previous year.
2024-25 i.e. 5 years. '

Illustration 13 : -

Calculate interest on loan deductible for the assessment years 2018-19, 2019-20, 202021,
2021-22,2022-23 and 2023-24 from the following information : ' : '

A house building loan was taken on 1.1.2014 for 3 10,06,000 @ A13% p.a. Construction of the

house commenced on 1.8.2014 and the construction completed on 31.03.2019. Re-payment ?
loan was made as under: ‘

P g
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on14.2015 %2,00,000

On 1.4.2018 32,00,000
. On 1.4.2020 <2,00,000
'  Solution

 The construction of the house commenzed on 1.8.2014 and completed on 31.03.2019.

. Therefore pre- -construction period is 1.8.2014 1031.03.2018 and the post-constructlon period
§ starts from 1.4.2018 i.e. 2018-19 onwards,

Calculation of pre-construction period interest

ﬁ»ﬁvious year | Amount loan ;) Month Interest )
L0415 10,00,000 8 | 10,00.000x 13% x 8/12 = 86,667
. 2015-16 8,00,000 12 8,00,000 x 13%=1,04,000

- 2016-17 8,00,000 12 8,00,000 x 13% =1,04,000

- 2017-18 8,00,000 12 8,00,000 x 13% =1,04,000

. Total interest for the prc-cohstruction period - %3,98,667

Interest for the pre-construction period i.e. ¥ 3,98,667 is deductible from previous year 2018-19

,* upto previous year 2022-23 i.c. 5 years. Every year the amount deductible is ¥ 3,98,667 x 1/5=

Computation of interest on Ioan deductible for the
Assessment Years 2018-19 to 2023-24

‘ t ¢ssment Prev:ous Pre-constructnon '»'T'Post~constructmn 2 Toytal mt'e,rest
' S Year i) pe dj_’}i’nte‘ré' & pcuod mtcres ( '
2017-18 | _
2018-19 79773 |  %(10,00000-2,00,000- 1,57,733
2,00,000) x 13%=% 78,000
2019-20 79,733 ' 78000 1,57,733
202021 79733 %(6,00,000-2,00,000) i.e. 1,31,733
» | %4,00,000 x 13% =% 52,000
228 B BT
=% 13,000+ 19,500 =R 32,000 .
20223 | 79,733 22,00,000 x13 % = 26,000 1,05,733

3 i.; the Assessment Year 2024-25 no mterest on loan is deductlble. :
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© ® Interest on bb’rrowe”dfcapvital of fselfy-"o'v’c_gupiéld:”pvl‘(‘)'péijty; [«segt,ip‘p;;24(p)];;:

For self-occupied house no, Standard Deduction is allowed from Net Annual Valye o Ng
Annual Value of self-occupied house property is Nil. But from Net Annual Value deductio, for
interest on borrowed capital is allowed under section 24(b). But for this some conditions are requireg
to be satisfied. The conditions and the maximum interest on borrowed capital allowed as deductiy,
is given below. From the Assessment Year 2020-21 this deduction is allowed for two self-occupiyg
residential house properties. ; Py

STl e allowedasde?iuctmn
1. Where the loan is taken on 1.4.99 or after that. In this case the T 2,00,000

following conditions are to be satisfied:

(a) The loan is used for construction and purchase of the property.

(b) The previous year in which the loan was taken, from the end

of that previous year, within next five years the construction

and acquisition of the property was completed.

(c) If the borrower can obtain one certificate from the lender in

which it will be specified that interest is payable by the assessee

for taking this loan for the construction and acquisition of the

property. ' , ‘ : ' W
2. Ifthe above conditions are not satisfied i.e.

(a)The loan is takéen on 1.4.99 or before that ' -~ ¥30,000

(b)The loan was taken for any purpose related to the house prop-

erty and not only for construction and acquisition of the property.

(c) The previous year in which the loan was taken, from the end

of that previous year, within next five years the construction
. and acquisition of the property was not completed.

(d) If the borrower cannot obtain one certificate from the lender

in this regard. ” i

SRy
Note: If the assessee has opted for two houses to be treated as self-occupied, then in that 25

the deduction of amount of interest given above shall in aggregate remain 30,000 or 32,00,000%
the case may be, whether the assessee has opted for one residential house or two residentid
houses to be self occupied. vy £y
" Note: 115BAC(New Tax Regime) — From the Assessment Year 2021-22 , if an indiwdﬂae
or HUF opts to be taxed under section 115BAC(New Tax Regime) then he/it will not

entitled to deduction of the above interest. of 330,000 or ?Z,QO, 000 as the case may be.

Example: _ : | s
Mr. X is having one house property in the New Town in Kolkata. He stays with his family I 4
. house. The municipal valuation is % 30,000 and the rent of similar property in the neighbourho? ol
~¥58,000. The municipal taxes paid for the property ¥ 7,000 including¥ 1,200 paid for the previe™
year. - 3 : ~ (S iy Jsinde’
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. The house was constructed in 1997 with a loa
: . , n of¥22,00,000 .
puring the p,rCYIOUS year 2023-24, Mr. X has refunded % 3.00 OOt(a)l ke}r:'fLOfn State Bark of India
cul’l'e"t year’s interest. »JY, which includes ¥ 2,20,000 as
: he income from h
(1) Compute t € from house property for the asse
- ssment 251 .
(i) does notopt to be taxed under section 115BAC i.e. new éia:-;rzn’"e% e

(i) opts to be taxed under section 115BAC i.e. new /alternative tax regime

@) If the loan was taken on or after 1.4.2010 and the :
; y property was completed in D
2011 then what would be the deduction on account of inteilcst on loar? o

Solution:

——

Particulars Does not opt | Opts to be
to be taxed taxed u/s
u/s 11SBAC 11SBAC

®) )

(1) Annual value of the house property used for

~ self-occupation of the owner Nil Nil
Less: Deduction u/s 24(1)

Interest on money borrowed 32,20,000

" but restricted to maximum 330,000 (-)30,000 Nil

Loss from house property|  (-)30,000 Nil

(2) In thiscase the deduction will be T 2,20,000 subject to

 amaximum of ¥ 2,00,000.Therefore the loss for his housc

property shall be Z 2,00,000 or Nil, as the case may be| (-)2,00,000 Nil
f«; .162 ‘Determination of Taxable Income from Sell-occupicd Touse Property or Prop-.

The features which regulate the tax incidence of self-occupied house property/properties are:

6.16.2.1 If the property is used by the owner for the purpose of carrying on his business

| Or profession:

- Ifany proberty is used by the owner for the purpose of ¢

 then nothing is taxable under the head “Income from Hous .
related to the property is taxable under the head “Profits and gains of business Of

6.16.2.2 If such property is used for the residence of the owner and his family

taxable income is given below:
d for the residence of the ownce

arrying on his business or profession
e Property”. Any income or eXpense
profession”.

members:

In this case the method of determining
. 6.16.2.2 (A) If onc property is usc
. miembers
" Inthis case four situations may arise:

r and his family
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I Annual Value of self-occupied house property which is used by the owner fo, | i)
own residence throughout the year [Section 23(2)(a)] : 0
In this case if the owner uses the full or part of the house property for his own regjq (iv)

from such house property. So, the Annual Valye i

throughout the year then there is no income {
the following conditions need to be satigf,y %

such house property is treated as Nil. But in this case

(i) The house property was not let any time during the previous year,.and

(ii) The owner has not gained any benefit from this property

But this type of benefit cannot be enjoyed, if the owner Or assessee rents the house to g,
employer and the employer as a part of perquisite again resubmits the house to the owner |
assessee. In this case it is assumed that the property is not used by the owner for his own resideny,
[Dr.Sunder Raj vs. CIT(1 980)] Here nothing is taxable. Only maximum Z30,000/% 2,00,000 intereg

on borrowed capital is allowed as deduction.

Illustration 15:

Mr. Sen is the owner of a house in Mumbai. He uses the house throughout the previous yearfi
his own residence. The Gross Municipal Value of the house is Z 1,00,000 and Municipal Tax paif
by Mr. Sen is ¥ 10,000 during the previous year. Compute Net Annual Value of the house property
for the Assessment Year 2024-25. He pays ‘nterest on borrowed capital of ¥ 2,50,000 as curred

year’s interest.

Solution : :
Computation of Net Annual Value of the house property for the Assessment Year 2024-25

Particulars “Amount ()
/ ‘_—-—’
Gross Annual Value N
Less: Municipal Tax | _ —_’/Ni
Net Annual Value , i
Less: Interest on borrowed capital [Sec. 24(b)] _@M |
Income from house property w :

L ¢ ':
IL. House Property which could not actually be self-occupied due to cmployment o j,
where :

If the owner or assessce cannot occupy or use the house property due to employmen

 or business or profession carried on at any other place, then in that case Annual Value ©

property shall be Nil. In this case the owner or assessce needs to satisfy the following c

(i) Theowner cannot reside in his house property due to his employment elsewhere Of

or profession carried on at any other place. ]

(i) For his employment ot business or profession, he resides in that house property loc?
any other place other than of his home town of which he is not the owner.

 elsewhe®

pusint®
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(i) The owner has not.givcn on rent his house property or any part of his house property
throughout the previous year or any part of the previous year,
(iv) The owner has not gained any benefit from the house property.

So if the above conditions are satisficd then in that case income from house property is determined

as per Section 23(2)(a).In this case nothing is taxable, only maximum interest on borrowed capital
allowed is ¥30,000/32,00,000.

‘,‘lci’-',:‘, v,'. 1 J - i . .‘ ' ‘0 b .... or, CEARAIN ) TR M I ) 3P ‘ ' Ve ] Yo "
: %{g&?{f‘-@;.t“ Remcmbcrlf the house property remains vacant due to reasons mentioned othe
hian in (i) above, then no benefit can be availed under section 23(2)(b), 1

Dlustration 16 :

Mrs. Sarkar is the owner of a house property situated in South Kolkata which She uses for her
own residential purpose. After her divorce she was residing with her parents house in the same
locality, leaving her own house vacant. Compute the annual value of the house property.

Solution :

. If the owner cannot reside in his house property due to his employment elsewhere or business
or profession carried on at any other place, then according to section 23(2)(b) the Annual Valuc of
the house property shall be Nil.

In this case the house property was not vacant duc to above mentioned reason, so Mrs.Sarkar
shall not get any benefit as per section 23(2)(b) and the Annual Value of the property shall be taken

asNil

s Ill. When a part of the property is sclf-occupicd by the owner and part is let-out:

.. When any property has two or more independent residential units[Suppose the ground floor is
self-occupied and the first floor is let out or vice-versa], where one unit is used for the purpose of
own residence by the owner and the other unit or units are let out, then the whole property cannot

be treated as single unit if Municipal value and fair rent is not given separately, shall be apportioned
between the let out portion and self occupied portion on built up arca basis. Besides Municipal tax

. and interest on borrowed capital shall also be apportioned on the basis of build up/ floor area space.
~ Inthis case the independent unit which is self-occupied by the owner and used for the purpose of
" his own residence, the income from that unit is not taxable. In this case maximum deduction for
~ interest on borrowed capital allowed is ¥30,000/32,00,000[not allowed under new tax regime i.e.
under section 115BAC].The income from let-out unit shall be computed as per let out provisions.

INustration 17 : |
" Mr. Nag is the owner of a house in Kolkata. The municipal value of the house is T 1,00,900.
g fDuringthe previoﬁs year mun_icipal tax paid by him is ¥ 20,000. The house consists of 2 identical
 fesidential units for residential purposes. One unit is let out during the previous year at¥ 8,000 p.m.
* with effect from December 1, 2023. Compute the annual value of the house. Assume that Mr. Nag -
‘*~'i<§1<‘>’es not opt to be taxed under section 115BAC i.e. new tax regime.

St R
win
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Solution :

Computation of Annual Value of the house property for the Assessment Year 2024_25

‘ Amount (%) m
Flat 1 : (Self-occupied during the previous R
' year for residential purpose)
Gross Annual Value Nil
Less: Municipal tax Nil
| Nect Annual Value Y N b
Flat 2 : (Let out for part of the year) ' |
Gross Annual value being highest of the following three :
(i) Gross Municipal Value % 1,00,000 x 1/2) . 50,000
(ii) Fair Rent (X 8,000 x 12) 96,000
(iii) Rent actually received (X 8,000 x 4) 32,000 96,000
Less : Municipal tax (% 20,000 x 1/2) — 10,000
' o Nct Annual Value - 86000
Total Net Annual Value 86,000 §

Illustration 18: o _

Mr. Tamal is the owner of a residential house property. It has two equal sized residential units-
Unit 1 and Unit 2. Unit 1 is self-occupied for residential purpose but Unit 2 was let-out; Rent being
Z 12,000 p.m. Municipal value of the property is ¥ 2,60,000. Standard Rent is Z 2,50,000 and Fair
Rent is ¥ 2,80,000. Municipal tax paid by M. Tamal @ 12%. Interest on capital borrowed (borroved
during 1995) for the construction of the property X'1,26,000. , - :

Find out income from house property of Mr. Tamal for the Assessment year 2024-25 assuming
that he does not opt to be taxed under section 115BAC i.e. new tax regime.

' Sbiution:_
: | Compu_iation of Income from Ilouse property of Mr. Tamal
| for the Assessment Year 2024-25 p, 12

Amount (%) M

Unit 1: Self - occupied

Gross Annual Value ‘ | :: |
Less : ‘Municipal Tax > e ‘
A Net Annual Vallig‘ N
Less :  Interest on borrowed Capital [ 1/2 of ¥ 1,26,000 or 90
¥ 30,000 whichever is less] . . " 3000

. Income of Unit 1 ' : : K 30,000
| | o2
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Unit 2 : Let out
(i) Reasonable Expected Rent (RER) being
lower of (a) and (b) ‘
(a) Higher of Gross Municipal value (50%) or
" ~ Fair Rent (50%) 1,40,000 |
(b) Standard rent (50%) ©1,25,000 1,25,000
(i) Actual rent received (X 12,000 x ¥ 12) 1,44,000
. (ii)) Gross Annual Value being higher of (i) and (ii) - 1,44,000
Less : Municipal tax (50% of 12% 0f ¥ 2,60,000) 15,600
000 Net Annual Value 1,28,400
Less : Deduction u/s 24 ‘
——- - Standard deduction (50% of 1,28,400) 64,200
%" Interest on borrowed capital (50% of % 1,26,000) 63,000 [ 127200
gt i Income of Unit 2 T 1,200
Income from house property : | st
“oUnitl ' (-)30,000
U Unit2 ' ' 1,200
| =101 Income from House Property : . (=) 28,800

IV W\her'e a housc property is sclf-occupicd a part of the year and let-out for the other
part of the year : Where a house property is self-occupicd during a part of the year and let-out for
the other partof the year, then its Annual Value will be determincd as per the provisions of Section
. 23(1) relating to let-out property. In this case the period during which the property was occupied by
the owner is not relevant and annual value of such house property shall be determined as if it is let
out for part of the .year. So in this casc expected rent shall be taken for the full year as per Section
- 23(1)(a) but the actual rent received or receivable shall be taken only for the period when the
property was let out and the gross annual value will higher of Expected Rent or Rent Re-
QeiVéd/RéceiVabqu

Illustiration 19 @

**/Aproperty which'is situated in Mumbai is owned by Mr. Z. The Municipal Value of the property
is ¥ 2,00,000 and the Fair Rental value is ¥ 2,40,000. It was sclf occupied by Mr. Z from 1.4.2023
to 31.8.2023 and from st Scptember, 2023 it was let out for Y 18,000 p.m. ‘

Compute the annual value of the house property for the assessment year 2024-25, if the munici-
‘pal taxes pﬁid during the year were % 40,000. Standard rent of the property. is ¥ 2,16,000.

Taxation-I - 31
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@mg
Solution:
Computation of Net Annual Value for the Assessment year 2024-25
Amount ) Amom)
(i) Reasonable Expected Rent (RER) being lower of el
(a) and (b)
(a) Higher of Gross Municipal Value or Fair Rent 2,40,000
(b) Standard Rent ©2,16000 2,16,000
(if) . Actual Rent Received/Receivable (% 18,000 x 7) 1,26,000
(i) Gross Annual Value being higher of (i) and (ii) 2,16,000
Less: Municipal Tax paid _ ' 40,000
Net Annual Value 1,76,000

: 6.16.2.2(B) If two or more properties are used for residential purposcs/seif-occupa-
tion of the owner [Scction 23(4)][Amended from the Assessment Year 2020-21]:

[f the owner or assessce is having more than two residential houses for his self-occupationiie.
which is used by him for his residential purposes, then he may exercise an option to treatany two
~ of these houses to be self-occupied .The other house(s) will be treated as ‘deemed to be let out’
and the Annual Value of such house(s) will be determined as per Section 23(1)(a), i.e. the sum for
which the property might reasonably be expected to let from year to year. At the time of determi-
~ nation of Annual Value of these types of house properties the following things need to be consid-
ered: : : 2 ' |

(i) The owner or the assessee can change his option year to year but he must exerc

h a way so that his taxable income is minimum.

option in suc : i
(i) The owner or the assessee will select that house property as his residential house property

which has highest Annual value.
(i) The Annual Value of two house pr

considered as Nil. . _ | |
(iv) Ifthe self-occupied house property has more than onc re
used by the assessce for his residential purposes then only all the Annu

house property shall be taken as Nil.

ise his

operties -according to the assessee’s choice shall be

sidential units and all such units are
al Value of the entir®

@ Notional +ent on sccond self-occupicd house property is exempt from tax[Secti”

23 and Section 24]

f any peréon- uses one house property for h’;
the Annual Value of su

d capital to the extent .

hase, cOns™,

gime 16

From Assessment Yearv20'20'-_21“' :
“Ho(1) One sclf-occupicd house property: I |
- 1" gelf-occupation i.e. used for his residential purposes, then

. house property shall be taken as Nil. Interest on borrowe

Z2,00,000 is available, if the loan is taken after 1.4.99 and used for purc
tion, repair, renewa But under th‘e new tax re

under section 115B

lor r_econstruction of the property.
AC this deduction is not available.



(2) Two self-occupied house properties: If ahy person has occupied two house proper:
for his own residence, then in that case the Annual Value of both propertiel; z}feln 5
taken as Nil. If loan is taken separately. for the two houses after 1.4.99 for the ua &

~of purchase.:, construction, repair, renewal or reconstruction of the property etc. It)her: (t)l?:
A :ﬁ(g};:ﬁal?tg’:)n(;,e(;‘g(s; allowed as deduction taking two louse properties together cannot

(3) More than two self-occupied house properties: If any person uses more than two

house propertfes for his self-occupation i.e. used for his residential purposes then two

~ house properties according to his choice shall be taken as used for residential purposes
-and other house(s) shall be taken-as ‘deemed to be'lét out’. If loan is taken separately
for the two houses after 1.4.99 for the purpose of purchase, construction, repair, renewal

or reconstruction ec. of the property etc. then the aggregate interest allowed as deduction
taking two house properties together cannot exceed 32,00,000.The other houses are
deemed to be let out and taxable income shall be determined in the same way as it is
determined in the case of let-out properties (See Illustrations 17,23, and 30). But under
the new tax regime i.e. under section 115BAC this deduction for interest on borrowed

g capital is not available.
@ No notional income up to 2 years for house property held as stock-in-trade[Section

23(5)] [Amiendment from A.Y. 2021-22]

According to Section 23(5)-
(1) ‘Any house property [consisting of any buildi
stock-in-trade by the owner. and '
(2) The property or any part of the property is not let during the whole or any part of the

previous year. LR , . |
If the above two conditions are satisfied then Annual Value of such property or part of the

| property shall be taken as Nil for the period up to two years from the end of the financial year in
which the certificate of completion of construction of the property is obtained from the competent

authority. |

ng or land appurtenant thereto] held as

Ilustration 20: |
. Net Annual Value of three self-occupied house properties

AY. 2021-22 034 17
~Mr. Kamal is the owner of three house properties. One is situated in _M.umbql, one in Koll;a;:
and the other is situated in Bihar. He uses all the three houses for his residential purposes.

as per amendment from the

" particulars regarding the three houses are given below: _
' ‘ S Ko Mumbai Kolkata Bihar
House House Hou:c
o - ® | ®) #_,(%

' ' 75,
Gross Municipal Value 85,000 ~ 70,000 o0

FairRent = - 80,000 60,000 ,
— e oE®

L1T ' [LZ 03 7T uondas] Angdo.xd 8SNOH WoJj awodu] =

R oy = i g S e ol
R By o v & it e o sty T £
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~ Actual Rent received 70,000 62,000 65,00 i
Standard Rent 75,000 65,000 6800 |
Municipal tax paid 10,000 12,000 800 |

Interest on borrowed capital to purchase
house properties in Mumbai and Bihar (date
of borrowing is after April 1, 1999). But in
case of Kolkata house property date of |
borrowing is before 1.4.1999 , 2,40,000 3,00,000 4 10’000

Compute income from house properties of Mr. Kamal for the Assessment Year 2024-25, assume
Mr. Kamal does not opt to be taxed u/s 115BAC i.e. New Tax Regime. |

Solution:

Computation of Annual Value of house properties of Mr. Kamal for the
Assessment Year 2024-25 (Does not opt to be taxed w/s 11 5BAC)

i Particulars Amount ) Amount ()
1 and 2. Mumbai House and Bihar House (Self occupied) 4
Gross Annual value of Mumbai House and Bihar House : _ - NI §
Less : Municipal tax (not deductible in the case of NI }
self-occupied properties). — |
Net Annual Value ‘ ( ' ' N |
Less : Deduction under section 24 : | |
Standard deduction Nil
Interest on borrowed capital (% 2,40,000 +3 4,10,000 e n M
subject to maximum of ¥ 2,00,000) _ ‘ 2,00,00
Income. from Mumbai House and Bihar House (-)2,00,000 §

3. Kolkata House- (decmed to be let-out)
(i) . Reasonable Expected Rent (RER).

.- beinglower (a)and (b) -
- (a) ‘Higher of Gross Munigipal . e
- valueor FairRent - .7 70,000« | - i
(b) Standard Rent’ & IRy 65000 | 65,000
(i) Actual rent recelved il e ' ' 762,000 |

- (i) GrossAnnualValue bemghlgherof (1) and (u) 4 Bt e sl

.Less : Municipal tax paid | e : ____,EO)'O
_ Net Annual Value of Kolkata house L e 5300
Less : Deductlons under section 24 i R X FI |
Intercst on borrowed capltal as the loan was 1 el
taken before 1.4.1999 . , | N } | 300 F
-Income from Kolkata House '~ - 2k hetepi g wreabie ‘.I Jon ﬂ .;
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’[mf%l :

Computation of Income from house properties of Mr. Kamal
income from House Properties : ' '

Mumbai House and Bihar House

| () 2,00,000
Kolkata House ‘ 23,000

Income from House Properties (-) 1,77,000

6.17 When _interest on borrowed capital is not deductible from
Property”/Interest payable outside India on which no

[Section 25] . ‘

When interest on borrowed capital is paid outside India then such interest shall not be allowed
as deduction u/s 24(b), unless tax on the same has been paid or deducted at source and in respect

of which there is no person in India, who may be treated as agent of the recipient for such purposes.

“Income from House

tax has been deducted at source

6.18 Recovci’v of ilnrealised rent of any past years | Section 25A(1)]

Ifthe assessce receives any unrealized rent or arrears
rent of any previous years is realized subscquently fro
rent. /

® Standard deduction @30% from such unrealized rent[Section 25A(2)]: The previous
year in which the unrealized rent or arrears of rent shall be realized in that previous year such rent
shall be taxable under the head “Income from house property” after deducting 30% standard

deduction. In this case whether the assessce is the owner of the property or not in that financial
year is not important.

of rent from the tenant or if any unrealized
m a tenant then that is known as unrealized

N R gy TSR A
Points to' Remember:

. During the previous ear the assessee may not be the owner of the property, even in tha

situation therincome: is taxable under-the head-“Income.f rom house property®, That!i i
who'is thcownrlofhleproperlylsnotlmportant o TG Y
‘Any expenditure. ncurred lnConnCCthnWlththerecovcry of unr‘eallzedre\ ti

_sidered for deduction purpose.

Sl o FewiAgd

Il]ustration 21:

Mr. T has realised a sum of ¥ 15,000 from a
Years in the financial year 2023-24. For the pu

tgal expenses. However, Mr. T has sold the ho
is cage,

tenant out of the unrealised rent of the previous
rpose of recovery. Mr. T has incurred ¥ 1,500 as
use on 15.12.2020. Determine the tax treatment in

Solution ;

Itis immaterial whether Mr. T is the-owner of the house property or not. The unrealised rent of
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% 15,000 is taxable under the had ‘Income from House Property’. The calculation of taxah,
amount is shown below. _

TAXATION-I

—

15,00
450
10,505

—

Amount of unrealised rent
Less: Standard Deduction u/s 24(a) [30% of X 15,000]
Taxable amount

Illustration 22:

Mr. Karun Sharma is the owner of a house property which he let out since 1.5.2016. The tenant
was paying a rent of ¥ 10,000 per month. But as per court decision rent was increased to% 15,000.p.m.
with retrospective effect from the year 1.4.2022 which was duly paid by the tenant on 18.08.2023,
Legal expenditure incurred by Mr. Karun Sharma in this connection is ¥1,000. Discuss the tax

treatment u/s 25A.

Solution :

Arrear rent for the period 1.4.2022 to 31.03.2023 i.e. for 12 months is received on 18.08.2023

Arrear rent received =¥ 5,000 x 12 =% 60,000.

Amount )

Arrear rent received ' 60,000

" -Less : Standard Deduction u/s 24(a) [30% of ¥ 60,000] 18,000
= Taxable Income from House Property u/s 25A 42,000

Note : Legal expenditure in connection with the arrear rent is not deductible.

Ilustration 23 : Two Self-occupied House Properties and the other Deemed to be Let

out as per Amendment from A.Y. 2020-21.

Mr. Lalu, a resident individual (age 26 years) owns three houses for his residential purposes

which are as follows: _
House 1 House 11 House 111
® @[ @
Municipal Value (MV) 1,60,000 1,20,000 -1,80,000
Standard rent under Rent Control Act (SR) 1,72,000 1,30,000 1,55,000
Fair Rent (FR) 64,000 1,70,000 70,00
Fire Insurance . ‘1,200 - 720 1,020
Municipal taxes paid ' 10% 10% 10%
Interest on capital borrowed for construction of .
House I (¥ 18,30,000 is borrowed @10% p.a.
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onMarch 18. 2019, construction completed on
March 2, 2020 and loan is not yet paid.
.2 19,00,000 was borrowed @ 10% for House ITI
: quﬁngZOI 9 for construction of the house) 1.83.000 Nil 1.90.000

Determine the ir.lcome from house property of Mr. Lalu. Income of Mr. Lalt from business is
¥7,00,000. Determine the taxable income and tax liability for the

assumption that he contributes ¥ 1.20,000 towards public provident fund. Mr. Lalu could not occupy
House IT for two montbhs starting from December 1, 2023 '

Assuming Mr. Lalu does not opt to be taxed under New Tax Regime i.e. u/s 115BAC.

Solution:

assessment year 2024-25 on the

~Mr. Lalu owns three houses for his own residential purpose. Therefore two houses according to
the choice of Mr. Lalu will be treated as self-occupied properties and the other house will be
treated as “deemed to be let out™ property. Assuming that Mr. Lail has opted House I and House
Il as self-occupied properties and House II as “deemed to be let out™ property. Taxable income is

determined as shown under:

Computation of Net Income and Tax Liability of Mr. Lalu for the A.Y. 2024-25 (Opt Old

Tax Regime)
i i g AmountQ®) Amount)
B Honse II (Deemed to be let out property) :
- 1'% () Reasonablg Expected Rent (RER) of the property
- being lowerof (a)and (b)
(@) Higherof Municipal value or
Fair Rent 1,70,000
. (b). Standard Rent 1,30,000 1,30,000
(i) Actual rent rceived/receivable Nil e
~ . (i) Gross Annual Value being higher of (i) and (ii)- e
-~ Less ;. MunicipaltaXes(l()% of < 1,20,000) ‘ e
e Net Annual Value L1&,
 Less: ‘Deduction under section 24Rl 8000 vy
Standard deduction (30% 01< 1,19, 35400
- o \ Income from House II 82,600
2 ; - House I and House 111 (Self-occupied propertics
treated as such) : _ Nil
", Gross Annual Value of House Iand H(;usclaflll
Less: Municipal tax (notdeductible in-case of self- . $

occupied properties)

Net Annual Value |
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Less: Deduction under section 24:
Standard deduction Nil
Interest on borrowed capital (Z 1,83,000 +% 1,90,000,
subject to maximum of< 2,00,000) w
Income from House I and House I1I () 2,00,000
Dctermination of Net Income O
Income from House Properties :
House I and House III (-)2,00,000
House 11 82,600
Business Income 7,00,000
Gross Total Income 5,82,600
Less: Deduction u/s 80C (contribution to PPF) 1,20,000
Net Income 4,62,600
Taxon¥4,62,600 . .
Upt0¥2,50,000 Nil
% (5,00,000 —4,62,600) @ 5% 1,870 1,870
Less : Rebate u/s 87A upto net income of T 5,00,000 '
(100% of income tax or ¥ 12,500 whichever is less)
_ Balance
Add : Health and Education Cess @4%
Tax Liability (Rounded off)
Coml v rp——, - — T T TrerTTT :"['n .é‘ «iga%z«,yw;c;,u
) ;.MP A Gy ik ‘Wi S .”;.ng R

Illustration 24

Mr. Kartik has 2 house propertles situated in Kolkata. The partlculars of the properties areas

follows

Property X PropertyY

Lect-out for business | Let-out for residential
| ®) Purposes()

Municipal value 1,50,000 1,80,000
Actual rent 15,000 p.m. 18,000 p.™
‘Paifrent 2,10,000. 225000
Standard rent ‘ 11,62,000 | 2,52,002
‘Date of completion of construction 11.3.2014 1.3.199
Municipal tax paid 130,000 | 60,000
Repairs 115,000, | 0&
Insurance premium paid . .. 6,000 6,

Interest on money borrowed for construction ' 90,000 33 ’ggg
Collection Charges ~ 14,000 &
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£79,00,000 @ 10% p.a. w

"Aﬂnois il OUtStanaing thooz ah ;f:‘?s bor'rowefd 01.91.20 15 for construction of House X. The

el {r. Kartik ‘thougn interest is being paid every year. Compute income from house
of Mr. Kartik assuming he does not opt to be taxed under new tax regime i.e. ws 115BAC.

~ Solution
i Computation of Income from House Property of
Mr. Kartik for the Assessment Year 2024-25 (Opt Old Tax Regime)

..7 Amount®) | AmountR)
‘fncome from Property X :
;-'t(l) Reasonable Expected Rent (RER) being
B lower of (a) and (b)
; (a) Higher of Gross Municipal
4 Value (GMYV) or Fair Rent (FR) 2,10,000
. (b) Standard Rent (SR) 1,62,000 1,62,000
-Li (2) Actual rent received/receivable R 15,000 x 12)- 1,80,000
" (3) Gross Annual Value being higher of (1) and (2) - 1,80,000
Less : Municipal tax paid 30,000
; . Net Annual Value 1,50,000
Less : Deductions ws 24:
@ Statutory deduction @30% of% 1,50,000 45,000
(i) Interest on money borrowed (current year’s
interest ¥ 90,000, pre-construction period
interest is Nil as five years is already over) 90,000 1,35,000
. , Income from Property X i * h 15,000
'&‘ﬁne from Property Y
" (1) Reasonable Expected Rent (RER) being lower of
(a) and (b) |
(2) Higher of Gross Municipal
Value or Rair Rent 2,25,000
(b Standard Rent _2.52000 | 225,000
~ (2) Actual rent received/receivable € 18,000 x 12) "~ 2,16,000
" (3) Gross Annual Value being higher of ( 1) and (2) 2,25,000
Less : Municipal tax paid __ 60,000
Net Annual Value 1,65,000
. Less : Deductions u/s 24 :
1 @ Statutory deduction @30% of% 1,65,000 49,500
(i) Interest on money borrowed - 33,000 __ 82500
Income from Property Y 82,500
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Sochd Problems ‘of i
Umycrsnty Exammatlons

Illustration 25 :

Mrs. Sonia Sen owns the following houses in Kolkata. Compute her income from house pr0pe

for the assessment year 2024-25 , assuming that she does not opt to be taxed under new tax regine
i.c. u/s 115BAC.

) v ;
{3
i

DU for rcs:den

Gross municipal value

Fair rent p.a. ) 2,00,000

Standard rent p.a. ' 2,20,000 : A.
Repairs - _ 5,000 6 750
Municipal tax , ' 10% (75% paid) . 10% (50% of paid)
Rent received 2,16,000 ' b
Vacancy period 3 months —

Other inforniation :

() Arrear rent of T 45,000 has been received for House A during the previous year (not included
in the rent received). : '

(i) A housing loan of ¥ 20,00,000 was taken from State Bank of India @12% p.a. interest for
construction of House B on 01.07.2017. ~

The construction was completed within 2 years (on 30.06.2019) after taking loan. The entire
loan is remaining outstanding. - | | [C.U. B.Com.(Hons.), 2018]

: Solution:

Computatmn of Income from House Property of
Mrs. Sonia Sen for the Assessment Year 2024-25 (Opt Old tax Regime)

S ] %,;“.:i:tfg*f@;ég sl
! - House A (Let out. for rCSldence) Y - ’ : ' "
(1) Reasonable Expected Rent (RER) being
" lower of (a) and (b)
(a)  Higher of Gross Municipal v
Value (GMV) or Fair Rent (FR) - 2,40,000 1

(b) Standard Rent (SR) ~2,20,000 2,20,000

(2) - Actual Rent (AR) received due to vacancy - : - 2,16,000 -

(3) GroSs Annual Value being lower of
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1 (1) and (2) because AR <RER 2,16,000
3 » Municipal tax actually paid by the owner
(22,40,000 90/100 x 10/100 x 75%) 16,200
3 Net Annual Value 1,99,800
[oss Deduction under section24: ]
1 standard deduction (30% of T 1,99 800) 59,940
1,39,860
| jdd - Arrear rent u/s 25A (% 45,000 - 45,000 x 30%) 31,500
| Income from House A ' " 1,71,360
House B (Self occupicd):
" Annual Value [Sec. 23(2)(a)] Nil
‘Less: Deductions u/s 24:
. () Standard deduction Nil
(i) Interest on loan (Note 1) 3,24000 | . ,
X Maximum Intcrest deductible [Sec. 24(b)] ! 2,00,000 | (-)2,00,000
Loss from House Property  1,71,360 - ¥ 2,00,000) (-) 28,640

01 0720170 31.03.2019.
20,00,000 x 12% % 21/12= ?4 20,000.

%20,00,000 x 12% =% 2,40,000

- Nllustration 26:

». Total interest on loan = % 84,000 + % 2,40,000 =% 3,24,000.

" Note 1: Calculation of interest on loan for House B (Self occupicd)
. Interest on loan for the pre-construction period i.e. 01.07.2017 t0 30.06.2019 i.e. from

‘ 1/5 th 0f 2 4,20,000 =3 84,000 (Deductible upto 2023-24)
 Interest on loan for the current financial year 2022-23 '

] Sfl Mitra is the owner of two houses. He furnishes the following particulars in respect of these -

i M“"iCipal value

: air rent

House No. I | ITouse No. II

Let out for |  Let out for

residential business

purpose () | purpose ®

66,000 1,11,000

63,000 1,12,500

 Annyy Rent received - 81,000 1,08,000
unlClpa] Tax pald ' 6,600 14,000

3 "tercst on loan taken for construction of house 4,000 20,000

lra does not opted New Tax Regime w/s 115BAC.

Mpute income from house property of Sri Mitra for the Asses

sment Year 2024-25, assuming
[C.U. B.Com.(Gen.), 2018]
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Q@’
Solution: !

Computation of i income from House Property of Sri Mltra Jor the Assessment Year 20,
25 with respect to prewous year 2023-24 (Does not opt to be taxed w/s 115BAC)

| Amount ) Alm .
22t Y

Iouse No. I (Let out for residential purpose):
(1) Reasonable Expected. Rent (RER) [Higher of

_ Municipal Value (MV) or Fair Rent (FR)] 66,000
(2) Actual Rent Received 81,000 ,
*(3) Gross Annual Value bcmg higher of (1)and (2) ' 81000
Less : Municipal tax paid 6,600
"~ Net Annual Value m

Less : Deductions u/s 24 :
() Standard deduction u/s 24(a)

. 30% of NAV i.e. 30% of T 74,400 22,320 .
(i) Interest on loan u/s 24(b) . : _ . 4000 | : 2630
‘Income from Ho‘uSe No. 1 _ ' ' 48,080

IIouse No. II (Let out for business purpose):
(1) Reasonable Expected Rent (RER) [ngher of
Mumcnpal (MV) or Fair cht (FR)] b 299 S vl - 1,12,500

(2) Actual Rent Received 1,08,000
(3) Gross Annual value being higher of (1)and (2) 1,12,(5)38
Less: Munici al tax paid - A | 14
. P i 0B S =000, 0. 2% 00083 = gk | 9850
Less : Deductionu/s24: . _ K
() Standard deduction u/s 24(a): 30% of 798, 500 > 29,550 -
(ii) Interest ori loan u/s 24(b): fhaAifl ~ - 200007 f __fm
. ~Income from House No.2 4__4’/0
S 03
Income from House Rroperty @ 48,080 + T 48,950) 4___97,/

. Illustratlon 27:

| | o oo the
Mr. Abul Hasan owns thrce houses at Rancm He furmshes the following particulars fO.f
~ previous year 2023-24 . ' .

House No.1: The house was co
3. 10, 000 upto 31. 1.2024 and thereaftcr it was let out at its fair rent of¥T 1

pald Z 15,000 as municipal taxes @10% of Mumcnpal Value He has a
- premium of X 2, 000.

House No. 2': Ground ﬂoor is let ot @ ? 20, 000 p.m. First
occupied by him for his residence. Mumcnpal taxes pald @20%

to
nstructed in 2019 and let out to a friend at a monthly renhas
5,000 per month.

ce
Iso pald fire insuran®

ﬂoor ldentlcal to ground ﬂ0° ’
amounted to ¥ 80, 000
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Housc;1 Ncl)1 3: Fh; ilcz)use was constructed in 2010 and is used for his business. The annual
alue of this house 1S 0,000 and he spent ¥ 5,000 as municipal taxcs and ¥ 2,000 for repairs.
Other information :

~ Aloan 0f 740,00, 00({ has been taken on 01.06.2020 for construction of House No. 2. Construction
of the house was comp cted on 01.06.2021. He repaid the entire loan on 31.12.2023. Interest on
oan is payable @12% p.a.

Compute his income from house property for the A.Y. 2024-25, assuming Mr. Abul Hasan does
Reor 2 ©° taxed under New Tax Regime i ws 11SBAC. ~[C.U.B.Com.(Hons.), 2017

Computation of taxable income from house property of
Mr. Abul Hassan for the Assessment Year 2024-25 (Opt Old Tax Regime)

Amount (3) Amount®)

(1) Reasonable Expected Rent (RER) of the property
being higher of Municipal value or Fair Rent (FR)

(a) Municipal value (315,000 x 100/10)* 1,50,000 ;
1,80,000

(b) Fair rent (X 15,000 X 12) *1,80,000
"~ (2) Actual Rent (AR) received Jreceivable
b (?10000><10+?13000><2) 1,30,000
" (3) GrossAnnual Value being higher (and(2) 1,80,000
: : Municipal tax paid 15,000
Nct Annual Value , 1,65,000
+ Deductions u/s 24 : : _
49,500

(i) Standard deduction [u/s 24(a)] (30% of X 1, 65,000) ;
" Income from IIouse No. 1 1,15,500

use No 2 (Let out portion) :

" (1) Reasonable Expected Rent (RER) is Municipal value

u

e 780,000 x '100/20 x 1/2 2,00,000
ei?%~9‘(2) Actual Rent (AR) Ccceived/receivable (% 20,000 x 12) 240,000
*7"(3) Gross Annual Value being higherof (1) and (2) 2,40,000
: Mumclpal tax paid for let out portion :
® 80,000 x 1/2) 40,000
: Net Annual Value 2,00,000 |.
4 eductnon u/s24: |
(i) Stanard deduction [Sec. 24(a)]
S (30%0f 32, 00,000) ar 60,000
. (i) Intereston loan [Sec. 24(b)] i e -

' “f"(th’e“l)



TAXATION-I

§ 228 |

House No. 2 (Self occupiced portion):
Net Annual Value [Sec. 23(2)(a)]
Less: Deduction u/s 24:
(i) Standard deduction
(i) Interest on loan (Note 2)
Maximum Interest deductible

Nil

Nil
2,20,000
2,00,000

(—) 2’00,0m 3

Taxable Income from Ilouse Property

) 1.6450

'Note 1 : Calculation of intcrest on loan for [Touse No. 2: ,
Interest on loan for the pre-construction period i.c. 01 .06.2020 to 31.03.2021
=%40,00,000 x 12% x 10/12=%4,00,000
1/5 th of T 4,00,000 =% 80,000.
Interest on loan for the current financial year 2023-24
=% 40,00,000 x 12% x 9/12 =% 3,60,000
Total interest on loan=% (80,000 +3,60,000) =X 4,40,000.
Interest on loan for the let out portion = 1/2 XX 4,40,000=% 2,20,000.
Interest on loan for sclf-dccupicd portion =X 4,40,000 x 1/2=%2,20,000.

Note 2 : House No. 3 is used for business purposes. Therefore, income from House No. 3 will

be not be calculated under the head ‘Income from House Property’.

Illustration 28 :

Mr. Sen is the owner of three houscs, information regarding these houses are given below:

)

B

Ilow used Ilousc No. 1 | Ifouse No.2 | Touse No. 3

Sclf occupicd Lect out For owd

Busincs$

® ®)

Municipal Value 2,40,000 1,60,000 1’20,000

Fair Rent 2,24,000 192,000 11,2800

Rent Received — 1,92,000 =
Municipal Tax paid (10% of MV) |

Interest on loan 48,000 24,000 £

Insurance premium 3,600 3,200 2,400

o

Compute the income from house pro n for
Mr. Sen docs not opt to be taxed under New Tax Regime 1.C. u/s 11SBAC.

perty of Mr. Sen for the assessment year 2024-25 assuming

[C.U. B.Com.(Gen), 2017]




@o) ~ Income from House Property [Section 22 to 27]

200 — 48,000)

229
Solution: . .
) .Computaliqn of Income from House Property of
Mr. Sen for the Assessment Year 2024-25 (Opt Old Tax Regime)
i Amount X) | Amount ()
ouse No. 1(Sell‘-occupled) .
i Annual Value [Sec. 24(2)(a)] Nil -
‘ Less : Deduction under Sec. 24: _ .
() Standard deduction [Sec. 24(a)] Nil
(i) Interest on loan [Sec. 24(b)] 48,000
4 Loss from House No.1 (—)48,Q00
0use No. 2 (Let Out): -
(1) Reasonable Expected Rent (RER) of the property Lo
being higher of Municipal Value or Fair Rent 1,92:000
(2) Rent received/receivable : -T’mo-
i () Gross Annual Value being higher of (1) and ( ) ’
) LesS Municipal tax (aSSu.mmg tlle h(;n;scl: néson(c))(t) ) e
situated in Metro City) (10% 0 < 1,0%, 176000 76,000
Net Annual Value
Less : Deductionsu/s24:
¢ () Standard deduction [Sec. 24(2)) 52,800
[30% of 2 1176 000 . 24,000 76,800 |
(i) Interest on loan _ 99,200
N Income from Housc No. 2 Ni
Hoyg business) :
¢ No. 3 (Used for own ” 51,200

tal -Income from House I’I‘OP"”Y (99




