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EKATVAM ACADEMY

SOLUTION FOR PAPER 5 : HOUSE PROPERTY

CA/CMA INTER

SOLUTION 1

Computation of income from house property of Ganesh for A.Y. 2024-25

Particulars Amount in ¥
Computation of GAV
Step 1 Compute ER
Higher of MV of X 2,50,000 p.a. & FR of * 2,00,000 p.a., |2,10,000
but restricted to SR of ¥ 2,10,000 p.a.
Step 2 Compute Actual rent received/ receivable
Actual rent received/receivable for let outperiod less
unrealized rent as per Rule 4 = 2,00,000 — X 20,000 1,80,000
Step 3 Compare ER & Actual rent received/receivable
Step 4 In this case the actual rent of T 1,80,000 is lower than
ER of % 2,10,000 owing to vacancy, since, had the
property not been vacant the actual rent would have |1,80,000
been % 2,20,000 (R 1,80,000 + X 40,000, being notional
rent for February and March 2022). Therefore, actual
rent is the GAV.
Gross Annual Value (GAV) 1,80,000
Less: Municipal taxes (paid by the owner during the
Previous year) = 8% of ¥ 2,50,000 20,000
Net Annual Value (NAV) 1,60,000
Less: Deductions under section 24
(a) 30% of NAV = 30% of % 1,60,000 48,000
(b) Interest on borrowed capital (actual without any 65,000 [1,13,000
ceiling limit)
Income from house property 47,000

Alternatively, if as per income-tax returns, unrealized rent is deducted from GAV,
then GAV would be % 2,00,000, being the actual rent, since the actual rent is lower than
the expected rent of X 2,10,000 owing to vacancy. Thereafter, unrealizedrent of T 20,000
and municipal taxes of T 20,000 would be deducted from GAV of ¥ 2,00,000 to arrive at

the NAV of % 1,60,000.
SOLUTION 2

Computation of income from house property of Mr. Raman for A.Y. 2024-25

Particulars 4 4
Gross Annual Value (See Note 1 below) 1,80,000
Less: Municipal taxes — paid by the tenant, hence not Nil
deductible
Net Annual Value (NAV) 1,80,000
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Less: Deductions under section 24

(i) 30% of NAV

54,000

(11) Interest on housing loan (See Note 2 below)

- Interest on loan taken from bank

25,000

this property

- Interest on fresh loan to repay old loan for

5,000

84,000

Income from house property

96,000

Note 3 below)

50% share taxable in the hands of Mr. Raman (See

48,000

Notes :
1.

Computation of Gross Annual Value (GAV)

GAV 1is the higher of Expected rent and actual rent received. Expected rent isthe
higher of municipal value and fair rent, but restricted to standard rent.

Particulars 4 4 L4 4

(a) Municipal value 1,60,000
(b) Fair rent 1,50,000
(c) Higher of (a) and (b) 1,60,000
(d) Standard rent 1,70,000
(e) Expected rent [lower of (c)and (d)] 1,60,000
(f) Actual rent [ 15,000 x 12] 1,80,000
(g) Gross Annual Value [higherof (e)

and (0] 1,80,000

2. Interest on housing loan is allowable as a deduction under section 24 on accrual
basis. Further, interest on fresh loan taken to repay old loan is also allowable as
deduction. However, interest on unpaid interest is not allowable as deduction
under section 24.

3. Section 26 provides that where a house property is owned by two or more persons
whose shares are definite and ascertainable, the share of each such person in the
income of house property, as computed in accordance with sections 22 to 25, shall be
included in his respective total income. Therefore, 50% of the total income from the
house property is taxable in the hands of Mr. Raman since he is an equal owner of
the property.

SOLUTION 3

Let us first calculate the income from each house property assuming that they are deemed

to be let out.

Computation of income from house property of Ganesh for the A.Y. 2024-25

Particulars Amount in ¥
House 1| House II | House III
Gross Annual Value (GAV)
ER is the GAV of house property
ER = Higher of MV and FR, but restricted to 3,50,000 3,60,000 3,765,000
SR
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Less : Municipal taxes (paid by the owner 36,000 28,800 19,800
during the previous year)
Net Annual Value (NAV) 3,14,000 3,31,200 | 3,55,200
Less : Deductions under section 24
(a) 30% of NAV 94,200 99,360 1,06,560
(b) Interest on borrowed capital 55,000 1,75,000
Income from house property 2,19,800 1,76,840 73,640

Ganesh can opt to treat any two of the above house properties as self-occupied.

Under default tax regime under section 115BAC

OPTION 1 (House I and II- self-occupied and House III — deemed to be let out)

If House I and II are opted to be self-occupied, the income from house property shall be —

Particulars Amount in X
House I (Self-occupied) Nil
House II (Self-occupied) (No interest deduction) Nil
House III (Deemed to be let-out) 73,640
Income from house property 73,640

OPTION 2 (House I and III — self-occupied and House II — deemed to be let out)
If House I and III are opted to be self-occupied, the income from house property shall

be —

Particulars Amount in X
House I (Self-occupied) Nil
House II (Deemed to be let-out) 1,76,840
House III (Self-occupied) (No interest deduction) Nil
Income from house property 1,76,840

OPTION 3 (House II and III — self-occupied and House I — deemed to be let out)

If House II and III are opted to be self-occupied, the income from house property shall be

Particulars Amount in X
House I (Deemed to be let-out) 2,19,800
House II (Self-occupied) (No interest deduction)
House III (Self-occupied) (No interest deduction) -
Income from house property 2,19,800

Since Option 1 is most beneficial, Ganesh should opt to treat House I and III as self-
occupied and House II as deemed to be let out. His income from houseproperty would

be % 73,640 for the A.Y. 2024-25 under default tax regime u/s 115BAC.
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If Mr. Ganesh has exercised the option of shifting out of the default tax regime
provided under section 115BAC(1A)

OPTION 1 (House I and II- self-occupied and House III — deemed to be let out)
If House I and II are opted to be self-occupied, the income from house property shall be —

Particulars Amount in X
House I (Self-occupied) Nil
House II (Self-occupied) (interest deduction restricted to (30,000)
% 30,000)
House III (Deemed to be let-out) 73,640
Income from house property 43,640

OPTION 2 (House I and III — self-occupied and House II — deemed to be let out)
If House I and III are opted to be self-occupied, the income from house property shall be

Particulars Amount in X
House I (Self-occupied) Nil
House II (Deemed to be let-out) 1,76,840
House III (Self-occupied) (1,75,000)
Income from house property 1,840

OPTION 3 (House II and III — self-occupied and House I — deemed to be let out)
If House II and III are opted to be self-occupied, the income from house property shall be

Particulars Amount in X
House I (Deemed to be let-out) 2,19,800
House II (Self-occupied) (interest deduction (30,000)
restricted to X 30,000)
House III (Self-occupied) (1,75,000)
(Total interest deduction restricted to X 2,00,000) (2,00,000)
Income from house property 19,800

Since Option 2 1s most beneficial, Ganesh should opt to treat House I and III as self-
occupied and House Il as deemed to be let out. His income from houseproperty would
be % 1,840 for the A.Y. 2024-25 under the optional tax regime i.e the normal provisions
of the Act.

SOLUTION 4

Since the unrealised rent was recovered in the P.Y. 2023-24, the same would be taxable in the
A.Y. 2024-25 under section 25A, irrespective of the fact that Mr. Anand was not the owner
of the house in that year. Further, the arrears of rentwas also received in the P.Y. 2023-
24, and hence the same would be taxable in the A.Y. 2024-25 under section 25A, even
though Mr. Anand was not the owner of the house in that year. A deduction of 30% of
unrealised rent recovered and arrearsof rent would be allowed while computing income
from house property of Mr. Anand for A.Y. 2024-25.
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Computation of income from house property of Mr. Anand for A.Y. 2024-25

Particulars 4
(1) Unrealised rent recovered 10,000
(1) Arrears of rent received 69,000
79,000
Less: Deduction @ 30% 23,700
Income from house property 55,300
SOLUTION 5
Computation of income from house property of Smt. Poorna for
AY. 2024-25
Particulars Amount 2
Annual Value of house used for self-occupation u/s 23(2) Nil

Less: | Deduction under section 24

Interest on borrowed capital

Interest on loan was taken for construction of house on or after
1.4.99 and same was completed within the prescribed time -
interest paid or payable subject to a maximum of T 2,00,000
(including apportioned pre- construction interest) will be allowed
as deduction. In this case the total interest 1s ¥ 1,80,000 +% 72,000 | 2,00,000
(Being 1/5th of % 3,60,000) = X 2,52,000. However, the interest
deduction 1s restricted to X 2,00,000.

Loss from house property (2,00,000)
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