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Valuation of Assets under Wealth Tax Act, 1957
Valuation of Immovable Property
Rule 3 to 7 of Schedule III
 
We shall value the immovable property easily in 5 Steps-------------

Step I:  Gross Maintainable Rent(GMR)
	Higher of 
a. Annual Rent					****
b. Annual value assessed by local authority	****

Where Annual Rent means------
Actual rent received/ receivable				****
(+)   1)  Taxes born by tenant.				****
        2) 1/9 of actual rent for repairs born by tenant.	****
        3)  Int. @15 % on Deposits accepted.		****
        4)  Premium divided by No. of lease period.		****
        5)  Any benefit or perquisite derived as 
            consideration for leasing the property.		****
       6)  Any sum paid by tenant for obligation 
             payable by the owner.				****
							****

Step II:  Net Maintainable Rent (NMR)
	  GMR							*****
(-)      a.   Taxes levied by local authority				*****
          b.   15 % of GMR 						*****
								*****

Step III:  Capitalised Net Maintainable Rent
a) Property on freehold land				*****
(NMR x 12.5)
b) Property on lease hold land having unexpired lease period……
a. ≥ 50 yrs                                 (NMR x 10)	*****
b. > 15 yrs < 50 yrs                  (NMR x 8)		*****
c. ≤ 15 yrs		                Rule 8 and Rule 20

Step IV :  Add premium for excess of “Unbuilt Area” over “Specified Area” 
	    as a % on Aggregate Area.
		Excess						Premium
	Upto  5%						NIL
>  5%  ≤ 10 %						20 %
>  10%   ≤15%						30%
> 15%  ≤ 20%						40%
> 20%						Rule 8 and Rule 20


Aggregate area: Total area of Plot.
Unbuilt area: part of aggregate area on which no building has been erected.

Specified Area: 
	Property is situated				% of Aggregate Area
a. Kolkata, Mumbai, Delhi or Chennai.				60%
b. Amritsar, agra, Ahmedabad, Allahabad;
Banglore, Bhopal;
Cochin;
Hyderabad;
 Indore;
 Jabalpur, Jamshedpur;
Kanpur;							65%
Lucknow, Ludhiana;
Madurai;
Nagpur;
Patna, Pune;
Salem, Sholapur, Srinagar, Surat;
Tiruchirappali, Trivandrum;
Vadodara(Baroda), Varanasi(Benaras).
c. Other place							70%

Step V: deduct unearned income
	If property is constructed on land taken on lease from Govt. or Local authority then Govt. or Local authority (if the lease provides)claims and recovers a specified part of the unearned increased in the value of land at the time of Transfer.

Least of the following should be deducted-----
a. Amount to be claimed by Govt. or Local Authority 		*****
b. 50% of value arrived at step IV 				*****

Rule 8 and Rule 20  of Schedule III

The valuation of the property in these three cases will be the price in the Open Market on valuation date i.e. Market Value.

A. If AO, with prior approval of the Deputy Commissioner, is of opinion that it is not practicable to apply Rule 3 to 7 of Schedule III (as mentioned above).
B. Where unexpired lease period does not exceed 15 years and deed of lease does not give option to the lessee for the renewal of the lease.
C. Where the diff. between the unbuilt area and specified area exceeds 20% of the Aggregate area.
