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CHAPTER 6
INCOME FROM HOUSE PROPERTY 

Income from House Property (Sec-22 to Sec-27)

Q.1 State the income chargeable under head House Property ?

	Sec-22 –
	Basis of charges
	Rental income is taxable under this head if the following conditions are satisfied.
i. Property is building or land appurtenant there to (structure above land)
ii. Assessee is owner.
iii. Property should not been used by owner for business purpose.
Income from sub-letting is taxable u/s-56




: -

Q.2 Explain the Provision of ‘Deemed Owner’?
	Deemed Owner: -

	As per Sec-27
	the following persons are treated as deemed owner.
i. Individual :-An individual who transfer house property other wise than for adequate consideration to his or her spouse or to his minor child as per the provision of Sec-54, then he is treated as deemed owner.

ii. Co-operative Society:-Member of co-operative society, company or AOP to whom a building or a part thereof is allotted or leased, is treated as deemed owner.

iii. Impartial Estate:- Holder of impartial estate is deemed owner.

iv. Part Performance:-Any person allowed to retain possession of any property in part performance of a contract is treated as deemed owner.




,

Q.3 What is the chargeability if the owner is having the office    
       of business or profession in that house property ?
	If the property is occupied by owner for business or profession then the rent for taxation purpose is considered as ‘NIL’. This is only in case of proprietary concern. 
In this case, a notional rent of property is not allowable as deduction while computing business income.





Q.4 What is the chargeability in case of rent of quarters to company? 

	In case of CIT Vs. Delhi Cloth & General Mills Ltd., it was stated that, the letting out activity is sub-servant and incidental to the main business, then it is not taxable u/s-22. the residential quarters let-out to the employees then such activity is incidental to main business and is not charged u/s-22.



Q.5 State the chargeability in case of foreign house property,            
      disputed ownership & if property held for business purpose?
	Special Cases: -
i. House Property in a foreign country: - A resident assessee is taxable u/s-22, in respect of property situated in foreign country. The tax incidence will be computed as if the property situated in India.
ii. Disputed ownership: - If there a dispute ownership regarding the title, the assessment can not be held up till the decision. It is income of the person who enjoys possession.
iii. Property held as stock-in trade is not charged u/s-22






Q.6 State chargeability in case a furnished  property is rented ?

	Treatment of composite rent

Case 1
When the rent includes, rent of building and charges for different services, then if it is separable then the building rent taxable u/s-22 and other rent u/s-56 or u/s-28

Case 2
Where the rent is of letting out building or other assets then,
a. If separable then, building rent u/s-22, other rent u/s-28 or u/s-56.
b. It non-separable then, u/s-28 or u/s-56 (total rent received)





Q.7 What is the treatment in case there are co-owners?

	When House Property is owned by co-owner (Sec-26)
If the shares of co-owner are definite, then such share is included in the total income of that particular person.
Co-owners are not taxable as AOP.





Q.8 State the exemption available  under section 10?

	Exempted Income 
Sec-10(1)- Income from Farm-House.
Sec-10(19A)- Annual value of any palace of an ex-rural.
Sec-10(20)- Property income of local authority.
Sec-10(21)- Income of an approved Scientific Research Association.
Sec-10(23)- Property income of Games Association
Sec-10(23C)- Property income of an educational institution & hospital.
Sec-10(24)- Property income of trade-union
Sec-10(26A)- Property income in case of person residential of Ladakh.
Sec-10(11)- Property income of property held for charitable purpose.
Sec-10(13A)- Property income of political party.
Sec-25(2)- Self occupied property.








Format

	Gross Annual Value
	
	Xxxxx

	Less: - Municipal Tax paid by Owner
           (on payment basis only)
	
	Xxxxx

	Net Annual Value
	
	Xxxxx

	Less: - Deductions u/s-24
	
	

	           Standard Deduction u/s-24(a)
	xxxxx
	

	           30% on N.V.A.
	
	

	           Interest u/s-24(b)
	xxxxx
	Xxxxx

	current year interest
	
	

	Pre-construction period interest
	
	

	Net Income from House Property
	
	Xxxxx


 




Q.9 How to determine Gross Annual Value (GAV)?

Steps for determination of G.A.V.: -
a. Municipal valuation or fair market value. ‘which ever is high’, subject to standard rent.
b. If,
i. Actual rent received / receivable is more than option (a) then select option (b)(i).

ii. (Actual rent received / receivable- unrealized rent) is less (due any reason other than vacancy) than option (a) then select option (b)-which ever is high

iii. (Actual rent received / receivable-unrealized rent-vacancy) is less (due to reason of vacancy) than option the select option (iii)-which ever is less.

iv. (AR-UR-V) is less(due to partly reason of vacancy) then [option (a)- vacancy] 


It is explain in the summarize chart below

Computation of Gross Annual Value

 (
Step-1 Compare
Fair Rental Value
Municipal Valuation
Whichever is high 
Let say (A)
Step-2 Compare
(A)
Standard rent
Whichever is low
Let say Expected Rent (B)
Step-3 Compare
(B)
Actual Received/Receivable
Whichever is high
)
















In case, in the last step if actual rent is less then GAV is determine as under


 (
B > 
Actual Received/Receivable
then GAV depends upon reason:
If due to vacancy then
(B)
Actual Received/Receivable
Whichever is low
)







 (
If due to any reason other then vacancy then
(B)
Actual Received/Receivable
Whichever is high
) (
If due to partly vacancy and partly any other then
[(B) – vacancy]
)









Q.10 State the provision if the property is self-occupied?

	Sec-23(2)(a)- If House Property is self occupied 	OR
Sec-23(2)(b)- House property can not be self occupied by reason of employment or business out of the city then ‘GAV is NIL’
In case the house property is used for business purpose then the GAV is considered ‘NIL’.





Q.11 State the provision in case of ‘ Part of the House is Let    
         out ’ and ‘ Let-out for Part of the Year’ ?
	Sec-23(3)(a): - If part of the house is let out then proportionate rent should be calculated.
Sec-23(3)(b): - Any other benefit derived to be considered. If House property is let out for part of the year then no proportionate rent is allowed.





Q.12 State the chargeability  in case if there are more then one self-
         occupied property?

	Sec-23(4)(a): - If the assessee is the owner of more than one house property then, it is at the option of assessee to select one house property as self occupied and other deemed to be let out.





Q.13 What are the deduction from NAV ? 
	Sec-24(a) - Standard Deduction: - 30% of net annual value.

Sec-24(b) – Interest on Housing Loan





Q.14 What are the conditions in case of interest on housing loan?

	
Conditions:-
1. Interest on borrowed capital for Construction, repair, renewal, re-construction.
2. Interest certificate is required to be furnished along with the return to avail the deduction.
3. The construction must be completed within 3 years from end of financial year in which the capital is borrowed.
4. If fresh loan has been raised for for repayment of old loan then interest on such loan is also deductible.





Q.15 What are the limit of deduction u/s 24(b)?

	1. There is no limit in case of Let-out or Deemed to be let-out house property.
2. The limit for self-occupied  is determine on basis of date of borrowing which is as under:-

i. For self occupied, the interest limit is Rs. 30000 if, the borrowed amount is before 1st Apr. 99.
ii. For self occupied, the interest limit is Rs. 150000, if the amount borrowed after 1st Apr. 99 and the acquisition or construction completed within 3 years. 
 (
Before
)

	                                                                           Max. Rs.30000
Amount borrowed 1.4.99			 
 						                  OR

 (
After 
)						          Max. Rs. 150000






Q.16 How the interest is calculated?

	.  The interest consists of two parts. They are as under  
     Interest = Current Year + Pre-Construction period

2.  Pre-construction period means the period when the property is not owned by the 
     assessee as it is under construction. 
     But though property is not owned, the interest is charged from the date of 
     borrowing. So the benefit of the interest of this pre-construction period is 
     available in after the assessee is owner of the property.
 
3.  Calculation of Pre-construction Period & deduction of interest available 
      Pre construction period = Date of borrowing to.
a. 31st march preceding the date of completion or acquisition, which ever is earlier	
  	OR
b. Date of repayment. 
The date which ever is earlier.

Calculate the total pre construction interest with monthly or daily basis: -
From the date of borrowing to the date [(a) or (b)] which is earlier.

Pre construction period Interest deduction 

Pre construction period interest = Total pre-construction Interest
						5 Years.
If the house property is sold out only interest is allowed as a deduction u/s-24(b).

Sec-25: - Interest on loan payable outside India is disallowed if tax on it is not deducted.




1

Q.17 State the treatment of realization of unrealized rent of earlier 
          year ?
	Sec-25A & AA: - Realization of unrealized rent.
i. Sec-25A: - unrealized rent allowed as deduction in A.Y. 2001-02 is recovered subsequently then it is charged to tax without making any deductions. It is not necessary that assessee is the owner of house property in that previous year.
ii. Sec-25AA: - unrealized rent of A.Y. 2001-02 collected subsequently.
The amount so realized to the extent it has not been included in the annual value earlier shall be deemed to be the income under house property.





Q.18 What is the treatment of Rent in arrears ?

	Sec-25B
	- Rent in Arrears: -
i. Amount received by way of arrears of rent, not charged to tax in previous year.
ii. Standard deduction shall be considered while calculating income by way of arrears.
iii. It is taxable even if assessee is not the owner.





Q.19 Discuss the provision in case of loss from House property?

Section-wise summary

	Section
	Particulars

	22
	Chargeability

	23
	Determine GAV

	24
	Deductions

	25A & 25AA
	Unrealized rent

	25B
	Arrears of rent

	26
	CO-owners

	27
	Deemed ownership

	70 & 71
	

	71B
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