INCOME – TAX                                                                       	INCOME FROM HOUSE PROPERTY       

Chapter -5
INCOME FROM HOUSE PROPERTY
Conditions 
	If following three conditions are satisfied, the rental income shall be taxable under the head “income from property ’’.
[Property +Ownership +Use]

Property 
The property must consist of –
· Buildings; or
· Land appurtenant there to.
Ownership
1. The assessee must be the owner of such house property during the previous year.
2. Owner may be an individual, HUF, Firm, Company, co-operative society or AOP, etc.
3. Owner ship may be of following type -   
 (
Deemed ownership
Sec. 27 [discussed separately] 
) (
      
Disputed ownership
Rental income is taxable
 either
 
in the hand of person who received rent or having possession of property.
) (
     
Legal ownership 
Rental income is taxable in the heads of legal owner.
)







Note; - However it is not necessary that ownership should extend to the site on which building stands. 
Use 
1. The property may be used for any purpose.
2. But it should not be used by the owner-
· For the purpose of any business /profession carried on by him.
· The profit of which are chargeable to tax.

Point to be noted
House property situated abroad
	If tax incidence is attracted u/s 22 in respect of a house situated in a foreign country, income shall be computed as if property is situated in India.

Specific head of charge
Since a specific head of income is provided for income from house property, there fore this income will also be taxable under this head, even if –

· Property is held as stock –in-trade, or
· Assessee is engaged in the business of letting out of property on rent ,or
· The assessee is a company, which is incorporated for the purpose of owning house property.

Cases where rental income is not chargeable u/s 22
Following are same illustrations where rental incomes are chargeable u/s 22/56-
1. Income from vacant land.
2. Income from subletting of house –property.
3. Composite rent – [discussed separately].
4. Where the property is let out with the object of carrying on the business of the assessee in an efficient (e.g. letting out property to bank/police station /workers /directors officers).
  



 (
Letting of building along with other assets (like plant, machinery or furniture)
) (
Letting of building along with services
(Like lift, air-condition, watchman, etc.) 
Composite rent shall be split up and
Rent for building-taxable u/s 22.
Rent for services – taxable u/s 28/56
Note 
– This rule is applicable even if it is difficult to split up the composite rent. 
)











 (
Inseparable letting
(I.e. letting of one is
 not
 acceptable to other party without letting of other asset.) 
(E.g. letting of cinema hall / air-conditioned furnished lecture hall, hotel building with furniture).
Composite rent shall not be split up and entire rental income shall be taxable u/s 28/56.
 
Note 
– This rule is applicable even if
 sum receivable for the letting is fixed.
) (
Separable letting
(I.e. letting of one is acceptable to other party without letting of other asset.) 
(E.g. letting of building along with car)
Composite rent shall be split up and 
Rent for building-taxable u/s 22.
Rent for services – taxable u/s 28/56
Note 
– This rule is applicable even if it is difficult to split up the composite rent. 
)











	



Deemed owner u/s 27
	S.No.
	situation
	Deemed owner 

	1.
	Transfer to spouse
Transfer to spouse without adequate monetary consideration.
Exception 
Transfer under an agreement to live apart.  

	         Transferor

	2.
	Transfer to minor child
Transfer to his minor child without adequate monetary consideration.
Exception
Transfer to minor married daughter. 
	Transferor

	3.
	In case of impartible  estate 
	holder

	4.
	Building allotted / leased under a house building scheme
A member of a co-operative society/company/AOP to whom building is allotted / leased under a house scheme of such society/company/AOP.    
	Allottee
(member)

	5.
	Power of attorney transaction
Transfer in part performance of contract referred to in u/s 53A of the Transfer of Property Act.
Conditions for applicability of sec.53A
a. The contract is in writing.
b. The contract is for consideration (i.e. gift transaction is not covered by sec.53A).
c. The contract is signed by seller his behalf.
d. The buyer has taken the possession of the property.
 
	Transferee
( i.e. buyer )

	6.
	Lease for 12 year or more
 A person who acquires any right with respect to any building by virtue of any transaction covered by sec.269UA of IT, act (i.e. a lease for 12 year or more whether fixed original or there is a provision for extension of terms and the aggregated period is not less than 12 years).

NOTE- However, this will not cover the case where any right by way of lease is acquired form month to month basis or for a period not exceeding one year.
	Person who acquires the right
(i.e. lessee.)



Note –
1. It should be noted that the above provisions (1)/(2) are applicable, when “House property is transferred”
2. Where a person transfers cash or other asset to his /minor child and the transferee acquire a house property by utilizing such money, sec 27 shall not be applicable. However sec 64 (clubbing provision) shall be applicable.

Computation of income from house property  
	
Gross Annual value(GAV)

Less :	Municipal tax paid by owner  

	Net Annual Value (NAV)

Less:	Deduction  u/s 24
1. Standard deduction [30% of NAV] 
2. Interest on borrowed capital
	







****
****
	
****

****

****



****

	Income from house property 
	
	****


   
Municipal tax (including service tax)
Meaning 
Municipal tax means any tax
· Which is levied by local authority?
· In respect of house property.
 (
Service tax – it includes education tax, fire tax, water tax etc levied by local authority in respect of property.
If the 
property is situated in a foreign country, municipal tax levied by authority are deductable. 
)





Deduction 
Municipal taxes, etc. are to be deducted from the GAV, if followings conditions are fulfilled-  
a. Actual payment -  It must have been actually paid during the previous year 
         (Whether they are related to current /past /future years.)
b. Borne by owner - It is allowed to extant it is borne by owner.

Type of Property  
For the purpose of computing income from house property, property can be divided in three parts –
A. Let out property  (LOP)
B. Self occupied property (SOP) /Not  occupied property (NOP)
C. Deemed to be let out property (DLOP).
Let out property 
Information required 
a. Municipal value (MV)
b. Fair rental value (FRV)
Note – If fair rent is not given in question, FRV = AR 𝑥 12
c. Slandered rent (SR)
d. Annual rent (i.e. rent of the previous year or the part of previous year when property is available for letting it out if there is no vacancy and no unrealized.)
e. Unrealized rent of current previous year (if certain conditions are satisfied )
f. Loss due to vacancy.

Computation of gross annual value (GAV)
Steps
There are three steps for computing GAV –
1. Compute actual rent received/receivable.
2. Compute expected rent.
3. Determination of GAV. 

Compute actual rent received /receivable (AR)
	
	Actual rent
	
	****

	Less :





Add : 
	1) Unrealized rent of current previous year (if certain conditions are satisfied )
2) Loss due to vacancy.
3) Obligation discharged by owner for the benefit of tenant.  

Obligation discharged by tenant.  for the benefit of owner
	
****
****

****


	




****

****

	
	Actual rent
	
	     ****



Points to be noted 
Conditions for unrealized rent 
Unrealized rent shall be deducted from annual rent only if the following conditions are satisfied –
a. The tenancy is fide.
b. The defaulting tenant has vacated, or steps have been taken to compel him to vacate the property.
c. The defaulting tenant is not in occupation of any other property of the assessee.
d. The assessee has taken all reasonable legal proceeding for the recovery of the unrealized rent or satisfies the Assessee Officer that legal proceeding would be useless.
Repairs expenses and municipal tax
No adjustment should be made in respect of repairs expenses and municipal tax (whether paid by tenant /owner.) 

Deposit taken from tenant 
a. Non – refundable deposit  - It will be included in rent received or receivable 
	on pro rata basis.
b. Refundable deposit            - 	It cannot be included in rent received or receivebl

Interest on refundable deposit 
If such deposit /security is taken to compensate short payment /non payment of rent, notional interest on such deposit may from part of rent received or receivable.
However, if such deposit /security is taken for any other purpose, it cannot be part of rent received or receivable. 

Advance rent 
If assessee gets advance rent from tenant, it will not consider while computing taxable income of current year.

Calculate Expected Rent (ER)
Higher of the following two is ER (but subject to maximum of standard rent )  
a. Municipal valuation (MV)
b. Fair Rented value (FRV)
Note 
If, however a property is covered by a Rent control Act, then the amount so computed cannot exceed the standard rent (SR), determined under the Rent Control Act.
In brief, we can say 
	ER = Least of the following two –
a. Higher of MV or FRV
b. SR

Determination of GAV
1. If AR >  ER       GAV       = AR

2. If AR < ER         there may be three  situation

	
	Situation
	How to cheek situation
	GAV

	a.
	Only because of vacancy 
	AR + loss due to vacancy > ER
	AR

	b.
	Party because of vacancy & party because of other factor
(e,g. letting out at lower rent , Unrealized  rent)
	AR + loss due to vacancy < ER
	ER minus loss due to vacancy.

	c.
	Only because of factor other than vacancy
	Loss due to vacancy = Nil
	ER


 


Note 
If the property remains vacant throughout the previous year , GAV = nil (provided that property was kept ready to be let out and could not be actually let out as no suitable tenant could be found.  

	SOP [Sec.23(2)(a)]
	NOP[Sec.23(2)(b)]

	What is SOP 
Means property or part of a property, which is in the occupation of the owner for the purpose of this own residence.



Note
A house for residential purpose does not require a compulsory residence in the house. It only requires that house should be available for residential purpose of the assessee at all time – CIT  Vs Deepak Seth (Delhi)     
	What is NOP 
Means property or part of a property which –
· Cannot actually be occupied by the owner due to his employment / business / profession carried on at any other place; and
· He has to reside at that place in a building not owned by him.  
Note
For claiming benefit u/s 23(2)(b), some  nexus between the fact of residing in a building not belonging to the assessee and his employment, business or profession must be shown.    


 
One SOP/NOP – Nil annual value
In case SOP/NOP, the annual value of such house or part of the house shall be taken to be nil, if following conditions are satisfied.
a. The property (or part thereof) is not actually let out during  whole /any part of the previous year ; and
b. No other benefit derived there from.

More than one SOP/NOP [Sec.23 (4)]
Where the assessee has occupied more than one house for his own residential purpose, then –
· Only one house (according to his own choice ) is treated as SOP, and
· All other house will be treated as “deemed to be let out” (DLOP).

	It is not necessary that same house should be treated as SOP every year. Assesssee can do tax planning.    



Calculation of annual value –
In such a case annual value shall be calculated as under –
	
· One selected property (SOP)
	
NAV = NIL
Note- since NAV is nil, therefore calculation shall be started from directly from NAV and from GAV.
 

	· Remaining property (DLOP)
	GAV = Expected Rent  [ER]


Point to be noted
Assessee eligible for exemption u/s 23(2)
Only individual and HUF can claimed the benefit of SOP/NOP.

When owner occupies house in some other capacity
 If the assessee lets out his house to his employer (company) which, in turn, allots the same to him as rent free quarter, the assessee is not entitled to claim the benefit of SOP/NOP because he is not occupying his own house in his capacity as “owner” for residential purpose – D. R. Sunder Raj v. CIT(AP).

Deduction u/s 24
Following two deductions are available from NAV –
1. Standard Deduction
2. Interest on borrowed capital

	The list of allowance of sec 24 is exhaustive – Indian City Properties v CIT (Cal.)
In other words no deduction can be claimed in respect of that expenditure which is not specified in sec.24 (e.g. repair, collection, charges, ground rent, land revenue, electricity, water, salary of watch man, liftman etc.)      



Standard Deduction
30% of NAV

Interest on borrowed capital
Condition 
a. Assessee has borrowed money for the purpose of –
· Purchase/
· Consideration/
· Repair /
· Renewal/
· Reconstruction of the house property.

	Interest on loan taken for any other purpose is not allowed.(e.g. interest on loan taken for payment of municipal tax or enhanced ground rent.) 



b. Interest is paid /payable on such borrowing.

	It should be not that deduction is allowed ‘actual basis’ (even thought accounts are kept on cash basis ), whereas deduction on account of municipal tax is allowed on actual payment  basis      






Note –
1. Only interest is allowed as deduction. Any brokerage / commission paid for arranging loan is not allowed.
2. Interest on unpaid interest is nit deductable.
3. Interest on fresh loan, taken to repay the original loan raised for the eligible purposes (i.e. purchases/construction/reconstruction /repair renewal) is allowed.
4. Interest is allowed even if loan is taken from friends /relatives. 
5. Deduction on account of interest can be claimed only by the person who has acquired /constructed the property with the borrowed fund.
Note – Successor is not entitled to claim deduction (if the successor has not utilized borrowed fund for acquisition, etc.)
6. Interest when not deductable [sec.25]
7. If following three condition are satisfied, interest is not allowed as deduction-
a. Interest is payable outside India.
b.  No tax has been deducted at source.
c. There is no person in India, who may be treated as agent of the recipient.

Deduction 
  

 (
LOP/DLOP
DEDUCTION =ACTUAL INTEREST
) (
ONE SOP/NOP
(Were annual value is nil) 
)       




 
 (
Situation I
Three conditions –
Capital is borrowed on /after April 1
st
 1999
Capital is borrowed for the  purpose of
Acquisition /
Construction of the property
Construction is completed with in 3 year from the end of the previous year in which the capital was borrowed.
Note- there is not stipulation regarding the date commencement of construction.
Deduction 
Least of the following is deductible –
Actual interest; or 
Rs. 1,50,000 
 
) (
Situation II 
In all other cases 
Deduction 
Least of the following is deductible-
Actual interest ; or
Rs. 30,000
)
 
 
   












Actual interest 
	                1/5 of interest related to pre – construction period   
Add ;       interest related to post construction period
                                                             Actual interest
	****
****
****




	Pre construction period 
	Post construction period 

	Meaning 
Interest pertaining to the period prior to the previous year in which the property is acquired / constructed.

Deduction 
Steps
1. Calculate aggregate interest of pre construction period.
2. Deduction – in 5 equal installments.
3. First installment – Year in which property is acquired / constructed.  

	Meaning 
Interest for the year in which property is acquired / constructed and subsequent there to.

Deduction 
Yearly  interest amount.
  



Point to be noted
Negative annual value 
· If the municipal tax paid by the landlord is more than the GAV, then NAV can be negative.
· In such a case standard deduction shall be nil.

When there is a combination of SOP +LOP
Such combination may be of two types –
1. Area wise
2. Period wise 
	
	Area wise
	Period wise 

	Meaning 


	When one part of the property is let out and other part is self – occupied, this the case of area wise combination.  
	When part of year, property is let out and part of the year , it is self – occupied, this will be the case of period wise combination.   

	Example 


	75% portion of the property is LOP 25%  portion of  the property  is SOP
	8 months the property is LOP and for
4 months the property is SOP.

	Computation of taxable income 


	For LOP portion – As per sec 23(1)
For SOP portion – As per sec 23(2)
	Income shall be computed for the  whole year U/S 23(1), Sec 23(2) shall not apply .
In other wards, income shall be computed as LOP.   



Recovery of unrealized rent 
There are two sections deals with recovery of unrealized –
 
	
	If unrealized rent is related to assessment year 2001-02 or prior to that 
[Sec.25A] 
	If unrealized rent is related to assessment year 2002-03 and onwards
[sec.25AA]

	Conditions 
	a. Deduction has been claimed & allowed in the assessment year 2001- 02 or earlier year in respect of un realized rent ; and 
b. Subsequently assessee realized any amount in respect of such rent. 
	a. Unrealized rent had been reduced from annual value; &
b. Subsequently assessee realized any amount in respect of such rent.

	Year of taxability 
	Year of recovery 
	Year of recovery

	Taxable amount 
	Amount of recovery + aggregate deduction allowed – un realized rent 

It should be noted that if amount computed as above is loss, such loss is not allowed as deduction in the year of recovery .
For the assessment year 2002-03, unrealized rent of the earlier year cannot be claimed.   
	Recomputed GAV      ****
Less;   original GAV                   ****
Taxable amount          ****

Recomputed GAV  
Compute GAV of the year in which unrealized rent had been \reduced from actual rent assuming that amount recovered during the current previous year would have been recovered in that year.
Original GAV
GAV of the year in which unrealized rent had been reduced from actual rent.  
   

	Deduction 
	· No deduction shall be allowed u/s 23 & 24.
· Legal or any other expenditure in respect of recovery of unrealized rent is also not allowed.
	· No deduction shall be allowed u/s 23 & 24.
· Legal or any other expenditure in respect of recovery of unrealized rent is also not allowed.

	Ownership 
	It is taxable even if house is not owned (or deemed to be owned) by the assessee in the year of recovery.
	It is taxable even if house is not owned (or deemed to be owned) by the assessee in the year of recovery.



Arrear of rent [Sec.25B]
Conditions
a. Assessee is the owner of the property which has been let to a tenant; and 
b. He has received any amount, by way of arrear of rent from such property; and
c. That arrear was not charged to income tax for any previous year.


Year of taxability
Previous year in which such rent is received.

Taxable amount
	
             Recomputed GAV
Less:     original GAV
Arrear of rent 
Less:    standard deduction (30%of above) 
	Year I
****
****
****
****
	Year II
****
****
****
****
	Year III
****
****
****
****

	Taxable amount 
	****
	****
	****


 
Recomputed GAV 
Computed GAV of each of the year to which arrear relates assuming that amount recovered during the current previous year would have been recovered in each of that year.

Original GAV
GAV of each of the year to which arrear relates.

Deduction
1. Standard deduction- Allowed (30%of such amount)
2. Legal or any other expenditure in respect of recovery of unrealized rent is also not allowed.

Ownership 
It is taxable even if the assessee is not the owner of that property in the year.

	
	Unrealized rent
	Arrear of rent

	Ownership
	Irrelevant
	Irrelevant

	Standard deduction
	Not allowed
	Allowed

	Any other deduction 
	Not allowed
	Not allowed




Property owned by co- owner [sec.26]
Conditions 
Sec. is applicable if following conditions are satisfied.
a. The property must consist of building or building and land appurtenant thereto
b. It is owned (or deemed to be owned) by two or more persons.
c. It respective share of co- owners are definite and ascertainable.
If these conditions are satisfied, then the share of each co-owner in the income of the property shall be included in the total income of each  such person.



Computation of taxable income
   

 (
If property is self occupied
The benefit of SOP is available to each co- owner as if each such person is individually entitled to such relief.
In other wards –
NAV for each co – owner shall be nil &
Each co-owner shall be entitled o the deduction of Rs.30,000/ 1,50,000(as the case may be ) on account of interest.
) (
If property is let out (LOP)
Steps ;
Compute taxable income as per normal provision 
(assuming there is only one owner)
Distribute above taxable income to each co- owner in their respective sharing ratio.
) 











It should be noted that if above three condition are not satisfied, income shall be taxed in the status of “AOP”.


  
Miscellaneous 
When income from house property is exempted from tax
1. Income from farmhouse.
2. Annual value of any one palace of an ex- ruler.
3. Property income of local authority.
4. Property income of an approved scientific research association.
5. Property income of an educational institution and hospital.
6. Property income of a trade union.
7. Rental income from house property held for charitable purpose.
8. Property income of a political party.
9. One self –occupied property.




	 000
  






Questions 

Q.1: Compute expected rent:
	
	A
	B
	C
	D
	E

	Municipal value 
	40
	40
	40
	40
	40

	Fair rent 
	46
	46
	46
	48
	51

	Standard rent 
	NA
	45
	35
	45
	63



Q.2: X, Y, Z, A and B separately owns the following properties. Find out GAV:
	
	X
	Y
	Z
	A
	B

	Municipal value
	105
	105
	105
	105
	105

	Fair rent
	107
	107
	107
	107
	107

	Standard rent
	NA
	88
	88
	135
	135

	Actual rent (no unrealized rent)
	102
	110
	85
	112
	96

	Period when the property remains vacant (in member of months)
	NIL
	NIL
	NIL
	NIL
	NIL



Q.3: Find out GAV in the case of following properties let out throughout the PY for the AY 2007-08.
	
	X
	Y
	Z
	A
	B

	Municipal value
	60
	60
	60
	112
	112

	Fair rent
	68
	68
	68
	117
	117

	Standard rent
	62
	62
	70
	115
	115

	Actual rent (no unrealized rent)
	66
	66
	72
	120
	110

	Unrealized rent of the PY 2006-07 which could not be realized and conditions of rule 4 are satisfied.   
	2
	6
	5
	50
	40

	Loss on vacancy
	-
	-
	-
	-
	-



Q.4: Find out GAV in the case of following cases of the properties AY 2007-08.(there is no unrealized rent)
	
	X
	Y
	Z
	A
	B
	C
	D

	Municipal value
	60
	61
	60
	80
	80
	140
	140

	Fair rent
	655
	66
	64.5
	78
	78
	150
	150

	Standard rent
	59.5
	59
	63
	85
	76
	120
	120

	Actual rent 
	72
	57
	72
	72
	NA
	96
	144

	Property remains vacant (months)
	(1)
	(1.5)
	(5)
	(3)
	(12)
	(10)
	(10)

	Unrealized
	NIL
	NIL
	NIL
	NIL
	NIL
	NIL
	NIL

	Loss on vacancy
	6
	7.125
	30
	18
	-
	80
	120








Q.5: Find out Gross annual value in respect of following properties AY 2007-08.
(Rs in thousand)
	
	X
	Y
	Z
	A
	B

	Municipal value
	140
	180
	180
	140
	231

	Fair rent
	145
	185
	185
	145
	262

	Standard rent
	142
	175
	175
	142
	241

	Annual rent if property is let throughout the previous year 2006-07 
	168
	168
	168
	168
	252

	Unrealized rent of the PY 2006-07 
	14
	42
	1
	70
	42

	Period when the property remains vacant (month) 
	(1/2)
	(1)
	(1)
	(3)
	(5)



Q.6: Municipal value of a house is Rs.90,000, fair rent Rs. 1,40,000, standard rent 1,20,000. The house property has been let for 12,000 p.m. and was vacant for one month during the previous year 2006-07. Municipal taxes paid during the year were Rs. 40,000 compute the annual value for assessment year 2007-08.

Q.7: Take the previous question assumes the property was vacant for three months. Determine the annual value for the assessment year 2007-08.  

Q.8: R has a hose property in Delhi whose municipal value is Rs. 1,00,000 and the fair Rental value is Rs. 1,20,000. It was self–occupied by R. form 1-4-2004 to 31-7-2004. W. e.f. 1-8-2004 it was let out at Rs. 9,000 p.m. compute the annual value of the house property for the assessment year 2005-06 it the municipal taxes paid during the year were Rs.20,000.   

Q.9: X owns a house property. He uses it throughout the previous year 2006-07 for his (and his family member) residence. Municipal value of the property is Rs.1,66,000. Whereas fair rent is Rs.1,76,000 and standard rent is Rs.1,50,000. The following expenses are incurred by X: repair 20,000, municipal tax -16,000, insurance; 2,000, interest on capital borrowed to construct the property: Rs. 1,36,000 , interest on capital borrowed by mortgaging the property for daughter’s marriage: Rs. 20,000 (in either case capital is borrowed before April 1, 1999). Find out the income from House property for the assessment year 2007-08.

Q.10: X owns a residential house property. It has two equal residential units – unit 1 and unit 2. While unit is self –occupied by X for residential purpose, unit 2 is let out (rent being Rs. 6,000 per month could not be recovered).  Municipal value of the property is Rs. 1,30,000. Standard rent is Rs.1,25,000 and the fair rent is Rs.1,40,000. Municipal tax is imposed @ 125 which is paid by X. interest on capital 9borrowed during 1995) for construction of the property Rs. 63,000. Find the property income for the assessment year 2007-08.


Q.11: owns a property at Delhi (municipal value Rs 1,64,000. Fair rent 2,16,000 , standard rent is Rs 1,80,000). The house is let out up to Jan .31, 07 @ Rs 14,000 pm. From Feb 1st, 2007 the property is self occupied for own residential purpose.  Expanses: municipal tax Rs. 6,000, interest on capital borrowed (date of borrowing being June 10, 1991) for accruing the property: Rs. 1,23,000. Find out the property income for the AY 2007-2008. Does it make any difference it the property is let out up to Jan 31, 2006 @ 19,000 per month.  

Q.12: X owns three houses in Delhi, particulars of which are as under :-
	Particulars
	1st house (Rs)
	2nd  house (Rs)
	3rd  house (Rs)

	Date of completion
	1-1-1991
	1-1-1993
	1-8-1991

	No. of residential units  
	2
	1
	3

	Municipal value
	1,20,000
	72,000
	60,000

	Fair Rental Value
	1,50,000
	75,000
	75,000

	Standard  Rent
	1,30,000
	80,000
	72,000

	Rent per unit per Annam
	70,000
	84,000
	21,000

	Municipal taxes 
	Rs 12,000(due but not paid)
	Rs 8,000 for last year paid in this year, and Rs 9,000 p. current year due but not paid.
	Rs 60,000 (it includes Rs 54,000 paid as advance for next 9 years)


Compute the annual value of the three houses foe the assessment year 2007-08.
                                          
Q.13: Find out the income from property chargeable to tax for the AY 2007-2008. In the following cases – 
	
	X
	Y

	Municipal value 
	1,20,000
	1,20,000

	Fair rent 
	1,30,000
	1,30,000

	Standard rent under the Rent Control Act 
	1,10,000
	1,10,000

	Actual rent if property is let out throughout the previous year.  
	1,26,000
	1,26,000

	Unrealized rent of the previous year 2006-07
	10,500
	Nil

	Period when the property remains vacant
	(1 month)
	Nil

	Municipal tax –
	
	

	Tax of year 2006-07 
	18,000
	18,000

	· Paid by X and during 2006-07
	17,000
	8,000

	· Paid by X and after March 31,2007
	1,000
	1,000

	· paid by tenants during 2006-07
	-
	9,000







Q.14: Recalculate the property income of X in previous question after considering the following information – 
a. During the previous year 2006-07, X gets 6 months advance rent from the tenant pertaining to  the period April 1,2007 to September 3 ,2007; and
b. A part from municipal tax, no other expenditure is incurred by X in respect of the house property for generating income from property.

Q.15: Suppose X takes a loan of Rs. 40,000 @ 15% per annum for constructing a house on June 10, 2001. Construction of the house is completed on January 20, 2007. The date of repayment of loan.
(a) January 31, 2012. or (b).  June 30, 2008 or (c), October 31, 2004.
Compute amount of interest for the PY 2006-07 t0 20-12-13.

Q.16: X has two houses, both of which are self-occupied. The particulars of these houses are as under.
	
	House I
	House II

	Municipal value 
	60,000
	90,000

	Fair rental value 
	72,000
	1,20,000

	Standard rent
	-
	1,00,000

	Date of completion 
	01-01-1992
	01-10-1992

	Municipal taxes 
	6,000
Paid during the year.
	9,000
Paid during the year.


 Suggested which house should be opted by X to be assessed as self- occupied.

Q.17: Take previous question what will be your answer if in case of house II the interest on money borrowed for repair of property during the current year is Rs. 40,000?

Q.18:  X owns four houses which are used by him for his residential purpose.
	
	House I
	House II
	House III
	House IV

	Municipal value
	30,000
	70,000
	92,000
	28,000

	Fair rent
	40,000
	58,000
	96,000
	37,000

	Standard rent
	37,000
	74,000
	NA
	36,000

	Municipal tax paid by X
	3,000
	16,000
	29,000
	12,000

	Insurance premium
	1,000
	2,000
	11,700
	2,180

	Interest on capital borrowed for purchase / construction (inclusive of 1/5 of pre – construction period ‘s. wherever applicable) (capital was borrowed before April 1,1999 in the case of house I,III and IV. In the case of hose II capital was borrowed on April 16,2003 )  
	





11,060
	





75,900
	





54,090
	





85,300

	Repayment of loan taken from LIC for acquiring house property.
	
Nil
	
6,000
	
17,000
	
2,000


  Find out the net income of X for the AY 2007-08
Q.19: R borrowed a sum of Rs. 3,00,000 on 1-0-1998 on interest @ 12% p.a. to construct house property in Delhi. As the property was still under construction, he borrowed anther sum of Rs. 2,00,000 on 1-4-1999 @ 12% p.a. The property was completed on 31-8-2001 and it was self occupied w.e.f. 1-9-2001. The fair rental value of the house is 10,000 p.m. R paid Rs. 2,000 as insurance premium for insuring the house property.
a. Compute the income under the head income from house property for the AY 2007-08
b.  What would be income if the amount borrowed on 1-4-1999 were  Rs. 12,00,000 instead of Rs. 2,00,000 ?

Q.20: X owns a house property, which is given on rent.  For the previous year 2000-01, he claims deduction of Rs 78,000 on account of unrealized rent, out of which the Assessing officer allows only Rs. 62,000 as deduction. What are the tax consequences if recovers on June 19, 2006 from the defaulting tenant (a) Rs. 10,000. (b) Rs. 16,000. or (c) Rs. 35,000 as full and final payment? 

Q.21: From the information given below: find out the income under the head income from house property for the AY 2007-08 and 2008-09.
	
	X
	Y

	Municipal value 
	1,90,000
	1,90,000

	Fair rent 
	1,85,000
	1,95,000

	Standard rent under the Rent control Act  
	1,70,000
	1,70,000

	Annual rent 
	2,16,000
	1,75,000

	Unrealized rent during the previous year 2006-07
	36,000
	30,000

	Unrealized rent of 2006-07 realized during the previous year 2007-08
	28,000
	28,000

	Interest on borrowed capital (per annum)
	36,000
	36,000


Municipal tax (paid) is at the rate of 20%

Q.22: X owns a property. it is given on rent (rent being Rs. 11,000 per month ) to a Bank. Municipal value of the property ids Rs 1,30,000. Fair rent is Rs. 1,40,000 and standard rent is 1,34,000. Municipal tax paid by x is as follows Rs. 26,000 on March 3, 2007 and Rs. 30,000 on may 1, 2007 rent is increased from Rs. 11,000 per month to Rs. 14,000 per month with retrospective effect from April 1,2006 , Arrears of rent 2006-07 are out the income chargeable to tax for the assessment year 2007-08 and 2008-09.

Q.23: Three brothers A, B and C having equal share are co –owner of a house property consisting of six residential units. The property was constructed on 31st May , 1992. Each of them occupies one unit for her residence and other three units are let out at a rent of Rs. 5,000 per month per unit. The municipal value of the house property is Rs.3,00,000 and the municipal taxes are 40% of such municipal value, which were paid during the year. The other expenses were follows:- 
     

       
	Repairs 
	20,000

	Collection charge 
	5,000

	Insurance premium 
	11,000

	Interest payable on loan taken for construction of house.
	1,20,000


One of the let out units remained vacant for three months during the year. A could not occupy his first unit for six months as he was transferred to Mumbai. He does not own any other house. Compute the house income under the head “income from house property” and the total income of the three brothers for AY 2007-08.

Q.24: X owns a house property (municipal valuation Rs. 1,40,000, fair rent  1,36,000, standard rent Rs. 1,24,000 ) it is let out previous year (rent being Rs. 8,000 per month up to November 15,2006 and Rs. 14,000 per month therefore). The property transferred by X to Y on January 31, 2007, Find out the gross annual value of the property in the hands of AY 2007-08.

Q25: Find out the GAV in the following case for the assessment year 2007-08.
	
	X
	Y

	Municipal value 
	61,000
	61,000

	Fair rent 
	72,000
	72,000

	Standard rent under the Rent control Act  
	60,000
	60,000

	Amount of  rent 
	
	

	· From April 1,2006 to June 30, 2006 (per month) 
	5,000
	2,000

	·  From October 1,2006 to March 31, 2007 (per month)
	9,000
	2,500

	Period when the property remains un occupied. 
	July 1,06 to 
Sep .30,06 
	July 1,06 to 
Sep .30,06



Q.26: R is Sales –Tax Officer at Jaipur. He own two residential houses. The first is in Delhi and was constructed on 31-12-1991. This has been let out of Rs. 3,000 p.m. to a company for its office. The second house is in Jaipur, which was constructed on 1-3-2006 and has been occupied by him for his own residence since then. He took loan of Rs. 60,000 on 1-8-2004 @ 12%per annum interest for the purpose of this house. The entire loan is still outstanding. Other relevant particulars in respect of these houses are given below. “Compute the income from house property”.
	
	House I
	House II

	Municipal value 
	24,000
	18,000

	Municipal tax 
	10% of municipal value
	8% of municipal value

	Expenses on repairs
	2,000
	6,000

	Fire insurance premium 
	200
	-

	Ground rent
	175
	130

	Land revenue
	1,000
	650

	Interest on loan
	-
	7,200


The ground rent of the Delhi house and the municipal tax and revenue of the Jaipur house are unpaid R was transferred to Bombay on 1-12-2006 where he resides in a house at a monthly rent of Rs. 4,000 and his house at Jaipur was let out on the same day on a rent of Rs. 2,000 per month. 

Q.27: For the AY year 2000-01, X claims a deduction to tax of Rs. 86,000 on account of unrealized rent pertaining to the previous year 1998-99 and the same the is allowed by the Assessing officer. On December 20, 2006, he recovers Rs. 6,000 from the defaulting tenant (expenses on recovery is Rs.500). What will be tax treatment? 

Q.28: R owns a house property in Delhi which is let out for Rs.10,000 p.m. the municipal value of which is Rs. 1,00,000 and municipal taxes were 25% of municipal valuation. R paid during the previous year municipal tax of 6 years, which relate to past 5 years as for the current year. The other expenses of the property were as under. Compute income from house property for the AY 2007-08.
	Repairs 
	5,000

	Insurance premium
	2,000

	Interest for purchase of house
	11,000

	Ground rent
	2,000



Q.29: Mr. Monga is owner of a house, the construction of which was computed on April 1993. 50% of the house was let out for residential purpose at Rs. 2,000 p.m. 25% used by the owner for his own profession whereas the remaining 25% is used by him own residence. Following the expenses was incurred in construction of the house:- 
	Municipal tax paid
	Rs. 10,000

	Repairs
	Rs. 2,000

	Interest for purchase of house
	Rs. 3,200

	Ground rent
	Rs. 3,000


The standard rent under the rent control is Rs. 48,000. The rented portion remained vacant for two months. Determine the “income from house property” for AY 2007-08.

Q.30: X owns a house property at Jodhpur, which is let out for residential purpose. Particulars of which are as follows. Find out the net income of X for the AY. 2007-08 
	Rent of house and amount charged for different amenities  (Rs. 96,000 includes charges for the following amenities  water charges: Rs. 8,000, electricity charges: Rs 24,200, lift charges : Rs.12,000 and security charges : Rs 11,000)
	

96,000

	Rent of 1 month could not be collected (1/12 of Rs. 96,000)
	8,000

	Municipal taxes paid by the tenant 
	3,000

	Municipal valuation 
	36,000

	Fair rent 
	38,000

	Standard rent 
	39,000

	Expenditures 
	

	Repairs (met by he tenant)
	2,000

	Insurance
	1,000

	Collection charges and litigation expenses for collection of rent 
	7,300


The construction of the property was computed on October 31, 2000.
During the previous year 1997-98, X had claimed deduction of unrealized rent of Rs. 15,000 out of which Rs. 11,000 was allowed as deduction for that year. On august 10, 2006, however, recovers Rs. 7,000 from the defaulting tenant (expenditure on recovery of rent: Rs 6,00).
For providing different amenities the following expenses are incurred by X:
	Water bills
	300

	Life maintenance 
	4,600

	Depreciation of lift (as per sec.32)
	2,800

	Electricity bills
	19,400

	Salary of liftman
	6,000

	 Salary of guard 
	18,000


   



000
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