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3.178 INCOME TAX LAW 

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

Particulars ` ` 
Gross Annual Value (See Note 1 below)  1,80,000 
Less: Municipal taxes – paid by the tenant, hence not 
deductible 

          Nil 

Net Annual Value (NAV)  1,80,000 
Less: Deductions under section 24   

(i) 30% of NAV  54,000  
(ii) Interest on housing loan (See Note 2 below)   
    -  Interest on loan taken from bank 25,000  

            - Interest on fresh loan to repay old loan for 
this property 

5,000 84,000

Income from house property   96,000 
50% share taxable in the hands of Mr. Raman  
(See Note 3 below) 

  
48,000 

Notes: 

1. Computation of Gross Annual Value (GAV)  

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

Particulars ` ` ` ` 

(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 

[higher of (e) and (f)] 
   1,80,000 
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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. 

2.  Computation of Income from house property for A.Y. 2024-25 

Particulars ` ` 

(A) Rented unit (50% of total area – See Note 
 below) 

  

Step I - Computation of Expected Rent   
Municipal valuation (` 1,90,000 x ½) 95,000  

 Fair rent (` 1,85,000 x ½) 92,500  
Standard rent (` 1,62,000 x ½) 81,000
Expected Rent  is higher of municipal valuation 
and fair rent, but restricted to standard rent 

81,000  

 Step II - Actual Rent   
Rent received/receivable for the let out period  
(` 8,000 x 10) 

80,000  

 Step III – Computation of Gross Annual Value   
 The actual rent of ` 80,000 is lower than ER of  

` 81,000 owing to vacancy, since, had the 
property not been vacant the actual rent would 
have been ` 96,000 (` 80,000 + ` 16,000, being 
notional rent for two months. Therefore, actual 
rent is the GAV.  

80,000  

 Gross Annual Value   80,000 
 Less: Municipal taxes (5% of ` 95,000)  4,750 
 Net Annual value   75,250 
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INCOME TAX LAW INCOME TAX LAW  3.132

(ii)  Leave salary actually received ` 3,15,000   

(iii)  ` 2,50,000, being 10 months’ salary x  
` 25,000  

  

(iv)  Cash equivalent of leave standing at the 
credit of the employee based on the 
average salary of last 10 months’ (max. 30 
days per year of service) for every year of 
actual service rendered for the employer 
from whose service he has retired  
375/30 x ` 25,000 = ` 3,12,500  
[Leave Due = Leave allowed – Leave taken]  
= 750 (30 days per year × 25 years) – 375 
days (15 days x 25)  
= 375 days] 

  

Uncommuted Pension received [` 5,000 x 1) + 
(` 5,000 x 2 x 40%)

 9,000 

Commuted Pension received 3,00,000  

Less: Exempt under section 10(10A)   

1/3 x ` 3,00,000/60% x 100%) 1,66,667 1,33,333 

Gift Voucher [As per Rule 3(7)(iv), the value of 
any gift or voucher or token in lieu of gift 
received by the employee or by member of his 
household not exceeding ` 5,000 in aggregate 
during the previous year is exempt] 

 Nil 

Mobile Phone received as gift from colleagues 
(Neither taxable under the head “Salaries” nor 
“Income from other sources”, since taxability 
provisions under section 56(2)(x) are not 
attracted in respect of mobile phone received 
from colleagues, as mobile phone is not 
included in the definition of “property” 
thereunder) 

 Nil 

Gross Salary  4,86,333  
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