	                                                               Income from House Property

            Section 22:- Any Income will be treated as income from house property only if the following conditions are fulfilled.

· The property should consist of any building or appurtenant thereto

· The assesses should be owner of the property.

· The property should not be used for business purpose by the owner. 

                     Meaning of house property.
1. House Property means a building & land attach to the building.

2. Building means any part of building.

3. The building may be residential or commercial in nature.

4. Rent of an open plot of land will be treated as income from other sources.
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In this Chapter we have to find out the taxable income from house Property of an assesse

                                Statement of Income from house property.
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Municipal Valuation: - It means the value of House Property as per the records of local authority. It is also known as ratable value & annual value.

Fair Rent:- It means the rent of similar house in same locality. It is also known as reasonable rent, reasonable letting value as well as best estimate of rent.

Standard Rent:-It means the maximum amount of rent which the owner if the house property can legally recover from the tenant. It is also known as Rent Control Act.

Actual Rent;- It means the rent received  as well as receivable for letting out the house property. Any unrealized rent should be deducted.

Municipal Taxes:-It means any tax paid to local authority. It is also known as local tax, property tax, water benefit tax, sewage tax, scavenging tax, corporation tax.

 Water charges are an expense not a tax therefore will not be allowed as deduction.
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Municipal Tax paid by owner but reimbursed by tenant not be allowed as deduction as burden should be borne by the owner.

Municipal Tax will be allowed for deduction in the year it is actually paid.
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Conditions For Claiming deductions of unrealized rent.(Rule 4)
1. The Tenancy is Bonafide.

2. The Defaulting Tenant has vacated or steps hav
3. e been taken to compel him to vacate the property.

4. The defaulting tenant is not in occupation of any property of the assesses.

5. The assesses has instituted legal proceeding to recover the rent &if not should prove to assessing officer that such proceeding would be useless.

IF the assesses cannot prove that to assessing officer that the above mentioned conditions were full filled .the assessing officer has the power to determine the amount of deduction.

           Recovery of   unrealized  rent.

Any unrealized rent which is not allowed as deduction in the past will not be taxable in the year of recovery.

     The excess recovery will be taxable as income from house property even if the house property to which it is related is not in existence or sold.

     Any expenses which are incurred in order to recover such rent will be ignored.

                     Recovery of unrealized rent        xxxx

                     (-) Not allowed in past               (xxxx)

                        Taxable                                    xxxx

                                 Arrears of Rent

Arrears of rent mean any amount of rent which was not taxed in past years.   Example- Disputed Rent.

Such Arrears will not be taxable in the year in which it is received after deducting 30% as standard deduction. Such arrears will not be Taxable as Income from House Property even if the house to which is related is not in existence or sold.

                                         Co-ownership

Co- ownership means joint ownership in a house property by more than one person. In such cases the statement of income from house property is prepared as usual.

                          The taxable income from house property will be apportioned between the co-owner in the ratio of their share.

                                                     Interest on borrowed capital
 In case the house property is SOP® the maximum limit of interest on loans will be Rs.30000 or Rs.150000 as the case may be.
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Conditions:-

1. House Property is purchased or constructed on /after 1st April, 1999.

2. Loan is taken on/after 1st April, 1999.

3. Construction is completed within 3years from the end of the financial year in which loan is taken.

   In Case there is no indication of special condition related to SOP® then we should assume normal case therefore interest deduction will be maximum Rs.30000

   Interest on fresh loan, taken to repay the original loan raised aforesaid purpose is allowable as deduction.

Interest on borrowed capital is deductible on “accrual basis”. It can be claimed as deduction on yearly basis even if the interest is not actually paid during the year.

Interest on loan paid outside India without deducting TDS will not be allowed as deduction

                                          Interest on Pre Construction Period
It means interest arising during the pre construction period.

               Pre construction period means period starting from the date of loan and ending on 31st March immediately before the date of completion of construction.

            The total pre construction interest will be allowed as deduction in 5 years equal installment from the year of completion of construction.

Interest on loan deduction =Current year in P.Y+Pre- construction Interest (Total Interest /5 Years)

In case of the house is SOP® the Interest on loan deduction will be restricted to maximum Rs.30000 or Rs.150000 as the case may be.

For pre construction interest in problems the following point should be available in question.

Date of loan.

Date of completion of construction.

Date of loan should be before date of construction.

                   Composite Rent

Composite rent means combine rent of house property along with other assets & facilities.   If the letting is inseparable then the composite rent will be treated as income from other source.

If the letting is separable 
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                                     Single Status

In case a house property is let out for some month &self occupied for remaining months then such a house property will be treated as LOP only.

              This because a house treated as SOP® only if it is self occupied or unoccupied for full 12 months.

                                   Partly Let out property

It means a house property in which some area is let out &some area is self occupied.

   Such a house property is treated as two different house properties.

 Municipal valuation, fair rent, standard rent& Municipal tax will be divided into parts (Amt in Sop R Will be nil) .

 Actual Rent related only to LOP.

             In case of Interest on loans the amt related to SOP® part will be subject to maximum limit of Rs. 30000 or Rs.150000 as the case may be.

                                         Deemed Owner Section 27.

1. Transfer to spouse or minor child.

Conditions.-

a. The tax payer is an individual.

b. He or she transfers a house property.

c. The property is transferred to his/her spouse or to his/her minor child (Not being a married daughter).

d. The Property is transferred without adequate monetary consideration.

2. The holder of impartible estate is deemed as owner of the property.

3. A member of a cooperative society to whom a unit is allotted in the society will be treated as deemed owner.

4. Person to whom the house property is leased when the agreement period of lease is more than 12 years is the deemed owner.

5. The holder of UN fetched power of attorney is treated as deemed owner.

6. A person who has purchased the house property under a part performance under a contract will be treated as deemed owner.   

Conditions;- 

a. There is agreement in writing between the purchaser &seller.

b. The purchaser has paid the consideration r ready to pay.

c.   The purchaser has taken the possession of property.
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