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CHAPTER 3B: INCOME U/H HOUSE PROPERTY

Basis Of Charge (Section 22) ‘—sﬂ\;u‘\d'm\ Se Toda hvo Unbuilt

O% O

1. Property should consist of any building or land appurtenant thereto e - —w’:\ wihh Swildia %
2. Assessee must be the owner or Deemed Owner - o ¥inq evea .
3. 'HP Must be used for any purpose except business or profession of Assessee

/
| Note: Annual value of HP held as SIT will also be taxable under this head. However, As per
mt& Section 23(5) NAV of HP held as SIT shall be Nil for 2 years from the end of FY in which
completion certificate is issued, if Not Let Out for such period.

=y Hg\_(‘l '

\

/ Computation of Income Under House Property
MY Due but not pase| =¥ Deal. Mot 0llowses)

Particulars Loot Yeast S000 | 1500 Rs.
Gross Annual Value (GAV)(*) _~ Qotetar Yeoa V9088 | Pogay . .
Less: Municipal Tax (MT -

Net Annual Value (NAV) 0
Less: Standard Deduction u/s 24(a) > 3o/, ¢ MAV. -
Less: Interest On Capital Borrowed u/s 24(b) — Due Basis -

Income U/H House Property -
Note'- Adv. Momove\ Tor Poasy =) Mo+ Ollowesy fn Wrerent Yeour . Dee| oWow n Yeou

Calculation Of GAV (Section 23) o whitw It vuekea.

Fair Rent VP . -
Municipal Value ¢~ -
Standard Rent .
Expected Rent (Higher of 1 or 2 but restricted to 3) -
Actual rent Received or Receivable -

GAV(Higheribf 4 or 5) -
Q& X

—

e = |tV = Yghu

oWV

Note: Municipal Taxes
1. Deducted from GAV if paid by Owner during previous year.
2. Deductible in PY of Payment even if they relate to past years. & =

b = At om.
Example.1 Calculate GAV

Fair Rent= 2,40,000; Municipal Val. = 2,30,000{ Stand. Rent = 1,90,000; Actual Rent = 2,25,000
EA GAv = 2,255,000

Example.2 Calculate GAV
Fair Rent = 2,40,000; Municipal Valuation = 2,50,000; Actual Rent = 2,40,000

!
Rz (R IMV-Thightn e 250000 Highua {y GAN = 250000 ,
43 Luocoeoo
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Example 3.Calculate GAV => fR Nov tnven => R= ARk gm 1e Udooopm.
Municipal Valuation = 50,000 p.m. ; Standard Rent = 45,000 p.m. ; Actual Rent = 42,000 pm

W
w> \)}fustration 1: Mr. X owns five houses in Chennai, all of which are let-out. Compute the GAV
of each house from the information given below -

Particulars House | House Il | House lll House IV | House V
N

Municipal Value 80,000 | 55,000 65,000 24,000 75,000

Fair Rent 90,000 | 60,000 65,000 25,000 80,000

Standard Rent N.A. 75,000 58,000 N.A. 78,000

Actual rent received| receivable | 72,000 |(72,000 60,000 30,000 72,000

o $122) 00000 12090 601000 T000 18000
- Jl‘ﬁjstration 2: Mr. X has one house property which is'let out @ 80,000 p.m. Fair rent 90,000

S—
p-m., Municipal Valuation 70,000 p.m., Standard Rent 81,000 p.m. Municipal tax paid 60,000

and interest paid on loan for construction of house property is 50,000. Compute his Income.
A&

lllustration 3: Mr. X has let out one House property @ 62,000 p.m., Municipal Valuation

72,000 p.m., Fair Rent 90,000 p.m., Standard Rent 1,00,000 p.m., Municipal Tax paid 40,000

and Interest on loan taken for construction 60,000 She has completed the age of 60 years

on 01.04.2023. Compute Income

CASE A. Income of House Lying Vacant for Some Period

1. Calculate Expected Rent (ER) for whole year

2. Calculate Actual Rent (AR) for Let out period

3. Compare Expected Rent and AR
Situation 1: If AR > ER, then GAV = AR.
Situation 2: If AR < ER due to vacancy i.e AR+VR 2 ER, then GAV = AR.
Situation 3: If AR < ER due to other reason i.e. AR+VR < ER, then GAV = ER

Example.4 Calculate GAV
« Expected Rent = ¥ 2,40,000; Actual Rent = 35,000 p.m.; Vacancy = 3 month , Let 0vt: =Qama .

\2m AL (L out pured)= 25000 x4 = 315000 AR > €. = LAV = AL ¢
~ Example.5 Calculate GAV 35000 ,

Expected Rent = 2,40,000; Actual Rent = 25,000 p.m.; Vacancy = 3 Month , \e+-ov v =Qm,

Example.6 Calculate GAV
Expected Rent = 2,40,000; Actual Rent = 18,000 p.m.; Vacancy = 3 Months , |t ¥ 99% = Qanr ,
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lllustration 4: Compute gross annual value in the following cases:

Particulars Situation | Situation | Situation | Situation
1 2 3 4
Fair Rent (p.m.) 9,000 13,000 16,000 12,000
Municipal Valuation (p.m.) ER 10,000 9,000 18,000 19,000
Standard Rent (p.m.) 12,000 [@&11,000 |€446,000 |€&.7,000
Rent received/ receivable (p.m.) 7,000 11,500 16,000 20,000
Vacancy (Months) 1 @ 2 2

Lo~ Ysm Voe=2m SO =6m
lllustration 5: Mr. X constructed one house in 2020 and it is let out for 4 months and self

occupied for 6 months and vacant for 2 months during previous year 2024-25. Municipal
valuation of the house i. and fair rent 30,000 p.m. Standard rent of the house
i m. It was let out (@ 32,000 p-m. Municipal tax levied is 6,000 out of which 2,000
was paid by the tenant and 2,000 by the assessee and balance 2,000 yet to be paid. Interest
on the capital borrowed for construction of the house is 30,000. Compute his Income
Under The Head House Property

CASE B. Income of House Let out For Part of the Year & Self Occupied for part of the year

1. Calculate Expected Rent (ER) for whole year
2. Calculate Actual Rent (AR) for Let out period

3. GAV = Higher of ER Or AR. LAW Lay UH\’E HPL\

Example.7 Calculate income under head House Property

e Fair Rent = 2,40,000 GLew e Actual Rent = 21,000 p.m.
e Municipal Valuation = 2,00,000 €&/ & e Let Out Period = 10 month
e Standard Rent = 2,20,000 Lhiqriny Self Occupied = 2 month

i€220000 °
ER = 2,20:000 (12m™) AR (Lo purey) = 2\000

= 210009
Example.8 Calculate Income under head House property :

e Fair Rent = 2,40,000 e e Let Out period = 6 month

e Municipal Valuation = 2,50,000)k 250000 e Vacancy =2 months

e Actual Rent = 30,000 p.m. e Self Occupied = 4 month
o vatany

CASE C. Self-Occupied/Unoccupied House Property (For Maximum 2 House Property)
L, Thfo\)c'hQ\’\— \’QM (12n)

GAV = Nil for 2 houses

Deduction of MT Paid shall not be allowed

Thus NAV = Nil o _

Interest on capital borrowed allowed subject to maximum 2,00,000 or 30,000 as the
case may be. (Only in case of Old regime)

S W NP

. —> |Le.Q = Qllous
HE—> 2.0 — o\d | M), Lsgio = load =y Wome V.= Tex &,
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Neoo Regiaas
Note: Under default regime, no deduction is allowed for interest on capital borrowed of
Self occupied property. Hencejincome of Self occupied property shall@lways be nil under
default regime.

CASE D. More Than 2 House Self Occupied

1. Any 2 Houses Shall be considered as Self occupied and dealfayith accordingly.
2. Remaining house(s) shall be'Deemed to be Let Out and it @l hall be Expected Rent.

lllustration 6: Mr. X has'3 houses which are(self occupiedand the details of these houses is

as under.
Particulars House 1 House 2 House 3
Fair Rent 11,00,000 12,00,000 11,50,000
Municipal Valuation 11,24,000 11,78,000 11,25,000
Standard Rent 13,00,000 12,50,000 11,40,000
Municipal Taxes Paid — own . 1,00,000 80,000 90,000
Interest on Capital Borrowed —» H\qhw 3,20,000 2,90,000 1,90,000
Repair charges —> M0 Dead: GWoweay - 10,000 3,000 8,000

Compute income under the head house property — 01 | Hts

CASE E. Part (Portion) of the house if Let Out And Other Part (Portion) Is Self Occupied

Let Out (LO) Portion Self-Occupied Portion
Compute income of let out portion 1. GAV = Nil
normally considering Following: 2. Deduction of MT Paid shall not be
a) ER shall be Computed for the part of allowed
property LO. 3. Thus NAV = Nil
b) MT Allowed for the part of property 4. ICB Shall be allowed for the part of
LO. property Self Occupied only under old
c) ICB shall be Allowed for the part of regime
property LO. (Subject To Maximum
(Suppose 60% portion is LO and 40% Is Self 30,000/2,00,000)
Occupied, then above 3 points shall be
calculated for 60% only)

Example.9

e Fair Rent =2,40,000 < Lo ¢wo
e Municipal Valuation = 2,00,000 ¢ ER=21\o000 . 507, 50'/,
e Standard Rent = 2,10,000 J, 7
e Municipal Taxes Paid for property = 10,000 A= 1%000 O

AR = 5000 om-

3B.4
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e Interest on capital borrowed for|construction of Property = ¥1,50,000
o of House property is Let out & 50% of house property is Self-Occupied

e Calculate Income Under head House Property As per optional Regime. => 0\e{| T eyisne

v v
Example.10 House property is 50% let out + 25% self occupied +25% used for Business
e Fair Rent 3,60,000 v
. . . — Coverea UK Pafd@-
e Municipal Valuation  3,00,000 ERK = %,201000
e Standard Rent 3,20,000 Fun properky

e Actual Rent from let out property is 15000 p.m. Wy) U9 =lom.
e Municipal Taxes Paid ¥ 15,000

¢ Interest on Capital Borrowed for repair of HP = ¥2,10,000
Calculate the income Under head house property under optional regime. =o1oy (ETENES

EQR = %,00,000
Hwy lllustration 7: Mr. X owns a house in Madras. During the/previous year 2024-25,(2/3rd

portion of the house was self-occupied and(1/3rd portion was let out for residential

purposes at/a rent of 8,000 p.m. Municipal value of the property is 3,00,000 p.a., fair rent is
2,70,000 p.a. and standard rent is 3,30,000 p-a. He paid municipal taxes @ 10% of municipal

value during the year. A loan of 25,00,000 was taken by him during the year 2019 for §on
[acquiring]the property. Interest on loan paid during the previous year 2024-25 was ¥
1,20,000. Compute Mr. X’s income from house property for the A.Y. 2025-26. All the
conditions for higher deduction of interest in case of self-occupied property is satisfied.

Treatment Of Unrealised Rent

Actual rent received/receivable should not include unrealised rent if all the conditions are

atishied: gt e R oo e e
i \ Degoutt Tr pasy: Ruav for WA
b“d‘hon a) Tenancy ls bona ﬁde; - I“ UOOG (-m\h 1""&0» ge loor meakos - W Vote®
i J'u.. ¢ \ooF Moaker = W2 Neote®
F\- b) defaulting tenant has vacated HP; Bom 3 tear )

RQuuy | <) defaulting tenant is not in occupation of another HP Of Assessee;
B d) Assesseeinitiated legal steps torecover unrealized rent or satisfy AO that such will be

—

useless.
Alse :’)'\nc‘/ faomn
Example.11 “fhac. | Tex thioe
e Expected Rent = 2,40,000 = \2xa. e Vacancy = 2 Month
e Actual Rent = 30,000 p.m. e Unrecovered Rent =1 Month

4

Calculate GAV (all condition are Rule 4 are satisfied) Nor lovtuduy [
AR

Example.12
e Expected Rent = 2,40,000 e Actual Rent = 30,000 p.m.
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e Vacancy = 2 Months e Unrecovered Rent = 3 Month
Calculate GAV (Assume all Rule 4 conditions are satisfied)
UlK Centk = NM-D ER = 4,%0:000 Apv-Dee= AM = S0003pm
T - =C¢o.

lllustration 8: Mrg X owns a house property at Adyar in Chennai. The municipal value of the
property is 5,00,000, fair rent is 4,20,000 and standard rent is 4,80,000. The property was
let-out fom.m. up to December 2024. Thereafter, the tenant vacated the property
and Mr. X used the house for self-occupation. Rent for the months of November and
December 2024 could not be realised in spite of the owner’s efforts. All the conditions
prescribed under Rule 4 are satisfied. She paid municipal taxes during the year. She

had paid interest of 25,000 during the year for Amount borrowed for repairs for the house

property. Compute his Income Under the Head House Property.

Tax liability in respect of arrears of rent | Recovery of Unrealised Rent (Section 25A)

Recovery of unrealized rent or arrears of rent received shall be taxable in the year of
receipt after standard deduction of 30%

FR| My | LR=X: ‘|9
Illustration 9: Mr. X has let out his house to State Bank @ 20,000 p.m. The bank has ? W
increased the rent on 1st July, 20244to 27,000 p.m. retrospectively w.e.f. 01.1.2023. The ==
assessee has paid municipal taxes of 7,000 during the previous year 2024-25. Compute
income under the head House Property. Bge = :7:
/ b‘;::":::“k (LA kV20.000 @
Statutory Deduction (Section 24(a)) e
o
Section 24(a), assessee shall be allowed a notional expenditure equals to 30% of NAV "L‘,‘:‘.'(?E Xigwea

R-0 & .

ustration 10: Mr. X, a British national, is a resident and ordinarily resident in India during
the P.Y.2024-25. He owns a house in London, which he has let out at £ 10,000 p.m. The

municipal taxes paid to the Municipal Corporation of London is £ 8,000 during the P.Y.2024-

25. The value of one £ in Indian rupee to be taken at 82.50. Compute Mr. X’s taxable income

for the A.Y. 2025:26

Interest On Capital Borrowed (Section 24(b))

1) Pre- Construction Period Interest
It is the interest paid before the year in which construction is completed. Pre period
interest is accumulated and allowed in 5 installments from the year in which
construction is completed.
Eg. Loan is taken on 15/7/2021; construction is completed on 25/4/2024.
In this case interest for the period 15/7/2021 to 31/4/2024 shall be accumulated and
allowed in 5 installments from 2024-25 till 2028-29.

3B.6
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2) Current Year interest (Relevant PY) - Allowed in same previous year on due basis.
Note:
Interest on loan is allowed as deduction if it is taken for the purpose of construction,
repair, renovation, reconstruction etc of house property.
Loan can be raised from banks, Fl, NBFC, friends, family etc.
¢ Interest is allowed on due basis.
Interest on/fresh loan taken to repay original loan taken for house property shall be
allowed as deduction.
J( Brokerage/commission for Arrangement of loan is Not allowed.
7 Interest on unpaid interest is Not allowed. — 't only K mple lat allowed .
/ If loan is taken from o/s India, Interest is deductible only if TDS is deducted.

Example.13 Loan of 15,00,000 @ 12% p.a. interest rate is taken on 1/12/21
Construction completion date = 21/1/25 (24-25)
Entire loan is outstanding
Calculate deduction u/s 24(b) for PY 2024-25 => GXtent Ruriod

Example.14 Loan of ¥ 17,50,000 @ 12% p.a. interest rate is taken on 01/04/2018
Construction completion date = 15/12/20 (2020-21)
¥50,000 repay on 01/10 every year Since 1/10/19
Calculate deduction u/s 24(b) for PY 24-25 — Gugcent parrod -

Example.15 loan of 10,00,000 @ 12% p.a. Interest rate is taken on 1/7/22
Construction completion date = 31/12/24 (24-25)
Assume 100% of loan is outstanding
Calculate deduction of Interest on capital borrowing u/s 24(b)

Example.16 loan of20,00,000 @ 12% p.a. Interest rate is taken on 1/6/19 Ded .

Construction completion date =128/2/23 (22-23) ot Ty 2m-25
Assessee Repays 2,00,000 on 1/4 of every year since 1/4/22

o
\'\/ IMistration 11: Mr. X took a loan of 5,00,000 on 01.10.2021 @ 10% p.a. for construction of
house which was completed on 31.03.2024. Compute interest on capital borrowed for the

previous year 2024-25. Py 2%- 2y Enhee \oon O\ Py 2u-2S
E&Z Moy~ Meatch

lllustration 12: Mr. X has taken a loan of15,00,000 on 01.07.2020 from State Bank of India @

01.05.2024 bnd was let out

@ 90,000 p.m. w.e.f 01.07.2024 and Fair rent is 1,25,000 p.m. and the assessee has paid

12% p.a. for construction of one house which was completed o

municipal tax of 30,000 in P.Y. 2024-25 and the assessee has repaid the loan Amount in

annual instalment of 1,00,000 starting from 01.01.2023. Compute his income for the

assessment year 2025-26.

Mo.x\l Jone = \etent
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\/llustration 13: Mr. X has taken a loan of 15,00,000 on 01.07.2020 from State Bank of India @
12% p.a. for construction of one house which was completed on 01.04.2024 and was let out
@ 90,000 p.m. w.e.f 01.05.2024 and Fair rent is 1,00,000 p.m. and the assessee has paid
municipal tax of 30,000 in P.Y. 2024-25 and the assessee has repaid the loan Amount in

annual instalment of 1,00,000 starting from 01.01.2023. Compute his income.  ngz \g,..
2%~ 2 -
stration 14: Mr. X has constructed one house on01.09.2023]and it was let out @ 1,25,000

p-m. and municipal taxes paid are 35,000. The house was constructed after taking a loan
from outside India and interest allowed under section 24(b) i, but the assessee

has not deducted tax at source. Compute assessee’s GTI for the year ended 31st March M-25
2025. Loca wousesy Reoan o) Vndio —» ™o T —> Desy V) 2uls) x.

lllustration 15: MR. X has one house property at Indira Nagar in Bangalore. She stays with
e her family'in'the' house. The rent of similar property in the neighbourhood is 25,000 p.m.— &
s o The municipal valuation is 23,000 p.m. Municipal taxes paid is 8,000. The loan of 20,00,000
e Was taken on 01.01.2018 from SBI Housing Finance Ltd. The construction was completed on 1380
21\ 3\ 20720

30.11.2020. The accumulated interest up to 31.03.2020 is 3,00,000. During the previous year \ E\— u;u obe
e — a\ —
2024-25, Mr. X paid 1,88,000 which included 1,44,000 as interest. Compute Mr X’s income j(yupes A'
~— ~cess———
from house property for A.Y. 2025-26. All the conditions for higher deduction of interestin L e

case of self-occupied property is satisfied. ? Qenad . '10\28 — 31\3\22 C\_ ?\_ —
se - : A%y}

H}p Ustration 16: Mr. X has taken a loan of 5,00,000 on 01.10.2020 @ 10% p.a. for construction
of a house which was completed on 01.10.2022 and the house remained self-occupied
throughout the previous year 2024-25. The assessee has income under the head salary
4,00,000. Compute tax liability for assessment year 2025-26

\/Restriction of deduction in case of Self Occupied House property

Situation Max.
Deduction
Loan for acquisition or construction of HP taken on/after 1.4.99 & such | Rs. 2 Lakh
acquisition or construction is completed within 5 year from end of FY In
Which loan is taken.
Other Cases Rs. 30,000
Note: ICB in respect of SO property is allowed only under New regime.

Example.17
Particulars HP-1 HP-2
Self Occupied Let Out
Fair Rent 1,00,000 1,50,000
Municipal Valuation 90,000 1,20,000

Hw Biufin=%¥w
ne|jo teen
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Standard Rent 1,50,000 1,60,000
Actual Rent NA 1,80,000
Municipal Taxes Paid 10% 10%
Interest on Capital Borrowed 25,000 25,000

Calculate Income of Mr. X for PY24-25 under both regime.

Co-owned House Property |

Co-owned Property Is Let Out Co-owned Property is Self Occupied
1. Calculate income of let out property | 1. Calculated for each co-owner separately.
normally as a single owner. 2. NAV=Nil
2. Income so calculated shall be 3. Each co-owner is entitled for deduction of
divided between each co-owner on ICB of Rs.30,000 or Rs.2 lakh respectively
the basis of ownership right. (only in case of old regime)

- E& = 160000
®L Scdbrer = koyual ownw e = 14 von
lllustration 17: Mr. X is a co-owner of a house property alongwith his brother. Municipal ‘
value of the Property 1,60,000; Fair Rent 1,50,000; Standard Rent under the Rent Control

Act 1,70,000§ Rent received 15,000 p.m} The loan for th
jointly taken and the interest charged by the bank i

construction of this property is

. Yousy
@ out of which 21,000 have been 21000

Levy our

paid. Interest on the unpaid interest is M To repay this loan, X and his brother have taken

a fresh loan and interest charged on this loan i{ 5,000} The Municipal taxes of 5,100 have ~ La¥ 06
e beer{paidby the @ r.X ha‘ 507;hare in theHOuse property. Mr. X has income from InY

Coraaton

% shon Oth ources 2,60,000. Compute the income from this property char uso -
Oé lak on %ea\n oo n =Y o \lowesy m X
¢ A= 301000 Deemed Owner (Section 27) —» O™y fo& ¥MOwWLEDUE
a) Transfer of HP to Spouse | Transferor Spouse is deemed to be owner of HP
for Inadequate transferred. However, if Transferred under an agreement
consideration to live apart, then transferee spouse shall be considered as
owner
b) Transfer of HP to/Minor | Transferor is deemed as owner of HP. However, HP is
Child for inadequate transferred to a minor married daughter, then deemed
consideration ownership not applied.
¢) Member of a Co- Member to whom a building or part thereof is allotted or
operative Society leased under a House Building Scheme of a
society/company/association, shall be deemed to be owner
of that building

¢ M Qe ~/

tecgr:

e 4 S0 ¢s. = House — it = Bwobii }i — Vila \ex oov
- 4
Wt iMooy Ve
¢ e o Z5ou

Mino (@ a L5 80 ttns T, Tox Iv'fe

Teae .
[/ Detsnr’ X
d Ly out = ~ “,oo ‘ m O sucte,

—




CA Jasmeet Singh Arora

d) Person in possession of a | If possession is received for part performance of the
property contract, then person having the possession is deemed
owner for income tax purpose
e) Holder Of Impartible Deemed as owner of all properties in the estate
Estate Lo Pcoputly —» wnere dwinian| fosthhen 1o nov atowsesa.
f) Lease for 12 years or ' A person who acquires any building by way of lease for a
more period of 12 years or more shall be deemed to be the
owner of that building.

R_t:\‘o. —a-—9 €\cda S0n O3redN = Deemesy OSwau

v ) L Swati W = X[yl
MeX ey Mol E—
[

gg. Mo T HE —\too \S\e S. onv_g COINTT Rint
(exror) Uexee) \Lpen
O ()
Deemesy duanu . Tea s
VIR Ke
¢\ Deena.
Dwne

M7 2 Aopky = Aqueemur 1 Sanv W We . =>-(§FSoL

S AT g CIITTN Rag Lauyu)

J  (Todoy WIq = 15L 2 bel = TSL=> M Im e u\
* TiHe Tcoarty on Q\Qu\?\- Y\ be\ VGL\M

% ?Q;ﬂ‘»mn Todo-\\':‘\\\‘l.

As PO N0N thm*\q %w pos v ?ug-mumu ﬂ- Con\rour-
Deemesy ownu = (HERES).
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