INCOMEFROM HOUSE PROPERTY

BASIS OF CHARGE [Section22]

A. DETERMINATION OF GROSS ANNUAL VALUE [SECTION 23]

| Euilding + Land attached | Ownershipof HP in PY | Mot used for Business |
= Rent of Vacant land = 1FO% | = + Deemed Cwnership
= Zuhletting of HP — IR = Registered fBencfical

# HF with Dispuied Titke — Ownerof HP = s Deaded by IT Dep. till the court arder.
# Income from Sale of House Property — Taoable ufh “Capital Gaxins®.

Rental Income from HP held as SIT  [Taxed u'h HP]

= NMAY of HF held & ST = Nil for 2 vears from the end of the FY in which completion
certificate i ssued if not LetOutfor such period.

COMPOSITE LETTING [HP + Other Assets/Services)

Tax Treatment | Two kettingsare sepamable | Two lettings are not sepamble
Rent from HP Tasah ke ufh HP Tanahle ufh PGEF ar | FOE
Rentfrom others | Tasable ufh PGEPor PoS | Exx Hotel Business /PG
P Mote: Expenses for other facilities — Dedodihle in computing PGEPSIROS income.

1. ROK (Mote) | Taoable, whether or not such incameds brought into Indi
2. ENO RS MR Taxahleoanly if it & recemed in India
L M ote: Munidpal Taxes Paid ofs India = Deductihled TIE done.

HOW TO COMPUTE INCOME FROM HOUSE PROPERTY

= i used for Basiness
- Mo Tax ufh PGEP

1 | Expected Rent (ER) — Higher of (2} MV ar [h) FR subject to Max. of S0

2 | Calmbte Acual Rent Received [ARE) - Rent

receivahle - Unrealtoed Bent

3 | GAV = Higheraof [1) ER or (2) ARR

L Mote: Vamancy Loss [ Rent for Vacant Period) —

Mot Induded in ARK.

LOP - With Vacancy (Imp)

SOP/Unoccupied HP

* ARR— Rentdor Let out period shall anly be aken
* FARR > ER — G V= ARR

» Caleulate ER for whale year even if HP was vacant | » GAV = Mil for 2 houses

{Only for Individual/HUF)
« MT Paid — Mo Deduction

« WARR < ER due to vamnoy — GAV= ARL * Thus HAV = Nil
* WARK < ER due to other reason —GAV = ERL
LOP for Part Year & S0P for Part Year Desmed LOP

* ER — for whaoleyear.
* ARR— for Let out period anly.

* 1 V= Higher of (i) ER (whale year) or (id) ARR
[Letout Perdad)

& =2 Houses & Ll are S0P

& 2 HP = S0P & (ther HP = DLOP
& AV of DLOP — ER [Me ARE)

s GAV of S0P = Nil

* Poretgn MT padd — Deductible if TIE Done.
* Refund of Municipal Tax Padd — Mot Taxahbe.

Single House - 0ne portion is Let &other portion is S0P [Imp case]
A Gross Annual Vahie [GAV) o = S0P = GAV = Nik No deduction of Mun apal tases paid;
B Less: Municipal tax padd by owner during PY o) * Limitan Interest ufs 24(h) = Rs. 30,000/2,00000  [Keep in Mind]
£ Met Anmual Vale (NAV) [A - B] - * For LOP — ER shall be compuied on proportonate ks
D. Lessz Deduction ufs 24 [heei]
24(a): Standard deduction [30% of HAV) (o) B. MUNICIPAL TAXES — Deducted from GAV if paid by Owner during PY
24(b)e Interest an harrowed Camal [het] * Deductdhledn FY of Payment even if they relte o past years.

Net Annual Value = GAV - Municipal Taxes paid

by owner during PY.




D. DEDUCTIONS UW/'S 24 DEEMED OWHERSHIP [SEC 27)]

Sec 24(a) Standard Deduction= 304 of NAV [Pt Dedudhon] [No atherdeduction’ | 1. Transfer of HPF to spouse for inadequate consideration — Transferor is
Sec 24(b): Interest on Borrowed Capital [ Deductible on Accrual Basis] deemexltn be owmerof HPtracierred. [Ereepds Transfemed under agreerment tn

Irve apart].
% Current Year Interest — [Imerest of P of ;mpletion of construction & afterwards] | 2. Transfer of HP to Minor Child for inadequate mnsideration — Transferor is
Interest= Amount of Loan « B0l pa (Withoutany Imit) deemed 2 mwner of HP. [Except HP & tramsfermed to a minar marmied daughter]
4 Pre-Construction Interest — Deductihle in & successive PYs from PY of campletion 3. Holder of Impartible Estate — Deemed as owner ofall properties in the estate
* Start: From Dade of BEormowing & 4. Member of a Co-opemative Soc ety to wham a huilding is allotted fleased under
* Enal: [a) Repayment datear [h)3 1= March hefarecompletion of mnstruction W3] House Buikling Scheme of — Deemed 2 owner of that huikling allotted to him
PL Mote: Interest will be agpregated from date of horrowing till the e&nd of PY prarta ] ¥ e A
M of mmpletion of construction & HOT 61l the date of completian of construction 5. Person in possession of HF under part-perfornance of a contract [Sec 53 of
TOPA] Baperwill be deemed as awner of HP although not registered in his mame.
FCHNote: 4. Person having right in a property by way of Lease for 12 years or more: A
* Interest an fresh loan tken to repay ariginal loan — Deductibie. persan whao amuires amy building by way of kase foraperiod of 12 years ar mare

shallbe desmed ta he the awner of that building.

* Brokeragesfoommission for Arrangement of loan — Not Deductihle _
Exception: Lease is acguired from month-toe-month basis or for< 1 year.

* Interest an unpaid interest — Not Deductible.

* If Jan is tken fromo /s India — Interestis deducthleif TDES Dane. EXEMPT 1 E HOUSE ATY
LIMIT ON DEDUCTIONS OF INTEREST FOR SOP [No Limit for LOP/DLOP) [ [, , . =~ m"[:”nh"ﬂ' -F E' prrabbi mm'; o g, L]

Caxe Man Dedudtion 2. Praperty held far charibile ar religious purposes,

Lean for repairfrenmvationof HP anfafter 1.4 1999 Max, 30,004 3. House praperty ussd for own husinessfprofessian.
4. noome fram House property of Registered Trade uman fLocal Autharity.

5. Amnual vale of 1 Pakeoe of Ex-miler.

Lman for acguiston/construction of HP anfafter 14,1999 & | Max 2 lacs
such aoquisitian ar constructon s ampleted within 5§ year

PLC Mote: Linit is applicable combined for2 S0Ps & not foreach S0P,
Unrealised Rent & Arrears of Rent received Subseguently [Sec 25A]

Note: interest ufs 24[b) for LOP/DLOP isallowsd in both the regines (New & Old) = Amoumnt taed earlier will nat be taxah e again.

TREATMENT OF INCOME FROM CO-DWNED PROPERTY [Section 26] (- When unrealized rent shall be deducted from actual rent eceivable?

e | HP i5 S0P Comowned HPF isLOP Anzwer: 1fall the following conditions are satisfied:
(2} Tenancy iz bonafide;
For Each Co-mwmner: * Compute Income fram HP 2= i fthere & one (b} Defanlting tenant has vacated, ar steps hawve heen tken to vaate the property:
« jnmual Value — Bl owmner [ic) Defaulting tenantis NOT in oocupation o f any other property of the assessees
* Deduction of 30K 2 L u s 24(h) * Inmmmesa camputed shall he :p'p-u:!'l:im-:d. [d} Assesses has taken all reasonable steps to institute legal proceedings for
separately for sxch co-owner amaongst exch co-awner as per theirshare. recovery of unpaid rent or satisfies AD that legal procesdings would be usel scs.

Nobe: I Shares of co-owners are not definite: Incame from HP — Taxed a5 Inmomeof A0F, | ETERNATE VIEW: Income tax returns permits deduction of URR from GAV.

HPOWNEDBY PPSHIP FIRM — Income & assessed in hands of firm & not o partners




