
INCOMEFROM HOUSEPROPERTY

Theincomefrom houses,buildings,bungalows,godownsetc.istobecomputedand

assessedtotaxunderthehead“Incomefrom houseproperty”.Theincomeunderthishead

isnotbasedupontheactualincomefrom thepropertybutupontheannualvalueofthe

property.

AccordingSection22oftheIncometaxAct,theannualvalueofpropertyconsistingofany

buildingsorlandsappurtenantthereto,ofwhichtheassesseeistheownerandwhichisnot

usedforpurposesofassessee’sbusinessorprofessionshallbechargeabletoincometax

underthehead‘Incomefrom houseproperty’.

Someimportantpoints

1.Buildingorlandsappurtenantthereto.Thescopeofthisheadofincomeislimitedto

theincomefrom buildingsorlandsappurtenant(attachedorsituatedinthevicinityof

building)tobuildingsonly.Incomefrom thelandwhichisnotappurtenanttoanybuilding

doesnotcomewithinthescopeofthissection.Incomefrom suchlandistaxableunder

thehead‘Incomefrom OtherSources’.Buildingsincluderesidentialhouses,bungalows,

warehouses,docks,auditoriums,cinemahalls,stadium,dancehalls,musichalls,lecture

hallsetc.Buttemporaryhutmentsinthevacantlandarenotincludedinbuildings.The

landsappurtenanttobuildingincludecompound,play-ground,kitchen-garden,courtyard

etc.Incaseofnon-residentialbuilding,carparkingspaces,dryinggrounds,playgrounds

connectingroadsinfactoryareaetc.

EXCEPTIONS

(a)Buildingorstaffquartersletouttoemployeesandothers.Iftheassesseeletsoutthe

buildingorstaffquarterstotheemployeesofbusinesswhoseresidencethereisnecessity

fortheefficientconductofbusiness,therentcollectedfrom suchemployeesisassessable

asincomefrom businessandnotasincomefrom houseproperty.

(b)Ifabuildingisletouttoauthoritiesforlocatingbank,postoffice,policestation,etc.,

incomefrom suchbuildingwillbeassessableasincomefrom businessandnotasincome

from houseproperty.

(c)Compositelettingofbuildingwithotherassets. Wheretheassesseeletsonhire

machinery,plantorfurniturebelongingtohim andalsobuildingsforacompositerentand

therent,ofbuildingsisinseparablefrom therentofthesaidmachinery,plantorthe

furniture,theincomefrom suchlettingisnotchargeabletoincometaxunderthehead

‘Incomefrom HouseProperty’butitistaxableunderthehead‘Incomefrom OtherSources’

orunderthehead“BusinessorProfession’,ofsuchlettingishisbusiness.

(d)Anassesseecompanyacquiringpropertiestoearnincome:Ifthemainobjectof

assesseecompanyasMPAistoacquirepropertiesandearnincomebylettingoutof

sameproperty,saidincomeistobebroughttotaxasbusinessincomeandnotas

incomefrom houseproperty.



(e)Paying-guestaccommodation.Itisassessableasbusinessincome.

2.OnitsAnnualValue:Theincomeiscomputedonthebasisofannualvalueofbuilding

andlandappurtenanttheretoandnotonitsrentalincome.

3.Theassesseeshouldbetheowneroftheproperty.Itisonlytheownerofthehouse
propertywhocanbetaxedunderthisheadofincome.Thetaxunderthissectionisin
respectofthelegalorbeneficialownerandnottheoccupationorpossessionofhouse
property.Therefore,incomefrom sublettingwillbechargeableunderthehead‘Income
from othersources’andnotunderhouseproperty.Soonlytheownermaybelegalor
deemedowner,isliabletotaxunderthisheadofincome,unlessthehousepropertyis
usedbyhim forthepurposesofhisownbusinessorprofession.

Thefollowingaretheownersofahouseproperty:

a.Thepersoninwhosenamethepropertyisregistered

b.Incaseofmortgage,itisthemortgagorandnotmortgagee

4.ItisnotusedforpurposesofAssessee’sBusinessorProfession:Ifthepropertyor

aportionofitisoccupiedbytheassesseetotax,theannualvalueinrespectofsuch

propertyorportionofitisnottaxableasincomefrom housepropertyandalso

nothingwillbedeductibleasexpenditureonrentofthispremisesincomputingthe

profitsofbusinessorprofession

ExemptionsregardingIncomefrom HouseProperty:

Therearetwokindsofexemptions.Theyare:1.FullyExemptedIncomes

2.Deductiblefrom G.T.I.

1.FullyExemptedIncomes:

1.Incomefrom farm house
2.Annualvalueofonepalaceofex-IndianRuler.
3.Incomefrom propertyownedby:

(a)LocalAuthority;

(b)ScientificResearchAssociation;

(c)TradeUnion;

(d)CharitableTrust;

(e)PoliticalParty;

(f)Universityorothereducationalinstitutionexistingforeducationalpurposes

and

notforpurposesofprofits;

(g)Hospitalormedicalinstitutionexistingforphilanthropicpurposesandnot

for

purposesofprofits.

4.Incomefrom propertyusedforassessee’sownbusinessorprofession.



5.Incomefrom oneself-occupiedhouse.

6. Incomefrom housemeantforself-residencebutcouldnotbeoccupied

throughout

thepreviousyearonaccountofhisservicebusinessorprofessionatanyother

place.

2.Deductiblefrom G.T.I

1.IncomeofaCo-operativesocietyfrom thelettingofgodownsorwarehousesfor
storageofcommoditiesmeantforsale.

2.Incomeofaco-operativesocietyfrom housepropertyprovideditsgrosstotal
incomedoesnotexceedRs.20,000andthesocietyisnotahousingsociety,
urban consumers’ co-operative society, transport society or society
manufacturinggoodswiththeaidofpower.

Incomefrom housepropertyofamutualconcern(club)isnotassessable.

ANNUALVALUE

Theterm annualvalueisveryimportantascalculationofincomefrom houseproperty

dependsuponcorrectlycalculatedannualvalue.Ittakesintoconsiderationnotonlytherent

receivedbutalsotheexpectedrentahousecanfetchunderthegivensituationandnotonly

oncebutfrom yeartoyear.

Definitionofannualvalue[Sec.23(1)]. Theannualvalueofahousepropertylet-outshall

bedeemedtobe:

(a)thesum forwhichthepropertymightreasonablybeexpectedtobeletfrom yeartoyear;

or

(b) wheretheproperty oranypartofpropertyisletandtheactualrentreceivedor

receivablebytheownerisinexcessofthesum referredtoin(a),theamountofrent

receivedorreceivable;or

(c)wherethepropertyoranypartorthepropertyisletandwasvacantduringthewhereor

anypartofthepreviousyearandowingtosuchvacancytheactualrentreceivedor

receivablebytheownerinrespectthereofislessthanthesum referredtoin(a),the

amountsoreceivedorreceivable.

DeterminationofGrossAnnualValue

Step1:FairRentorMunicipalValue=(Whicheverishigher)

Step2:ResultofStep1orStandardRent=whicheverislower(ExpectedRent)

Step3:ExpectedRentorActualRent

ActualRent>ExpectedRent ActualRent<ExpectedRent



GAV=Actualrent (Unrealisedrentcanbereducedfrom Actual
RentifconditionofRule4aresatisfied)

ActualRent<ExpectedRent ActualRent<
ExpectedRent

becauseofVacancy becauseofanyother
factor

GAV=ActualRent GAV=ExpectedRent

Providedthatthetaxes(includingservicetaxes)leviedbyanylocalauthorityand

paidbytheownerduringthepreviousyear(irrespectiveofthepreviousyeartowhichsuch

taxesrelate)shallbedeductedindeterminingtheannualvalueoftheproperty.

Generally,theservicetaxesincludefiretax,watertax,conservancytax,educationcess,etc.

Unrealisedrentshallnotform partofannualvalueifthefollowingconditionsaresatisfied

(Rule4):

1.thetenancyisbonafide;
2.thedefaultingtenanthasvacated,orstepshavebeentakentocompelhim tovacate

theproperty;
3.thedefaultingtenantisnotinoccupationofanyotherpropertyoftheasessee;
4.theassesseehastakenallreasonablestepsofinstitutinglegalproceedingsforthe

recoveryoftheunpaidrentorsatisfiestheAssessingOfficerthatlegalproceedings
wouldbeuseless.

DeterminationofExpectedRent

(a)Wherestandardrenthasnotbeenfixed.

1.Municipalvaluedeterminedbythelocalauthorityforcharginghousetaxetc.or
2.FairRent–Rentofsimilarpropertiesinthesamelocality.

Whicheverishighershallbetreatedasexpectedrentofthebuilding.

(b)Wherestandardrenthasbeenfixed.

1.thevaluedeterminedunder(a);or
2.thestandardrentfixedunderRentControlActofaState.

Whicheverislessshallbetreatedasexpectedrentofthebuilding.

Incasestandardrenthasbeenfixed,theexpectedrentcannotexceedstandardrent.So

firstlycompareMunicipalrentandfairrentandfindoutthehigheroneandtheamountso

calculatedcannotexceedamountofstandardrent.

ComputationofAnnualValueofahouseunderdifferentsituations

1.ComputationofAnnualValueincaseoflet-outhouse,whichneitherremains
vacantduringanypartofpreviousyearnotthereisanyunrealizedrent.

Grossannualvalueshallbetheexpectedrentoractualrent,whicheverisgreater.

From thegrossannualvalue,themunicipaltaxpaidbytheownerduringthepreviousyear

shallbedeductedandthebalanceshallbetheannualvalueofthepropertylet-out.

2.ComputationofAnnualValueincaseoflet-outhousewhichremainsvacantfor
wholeoranypartofthepreviousyear.

(A)Houseremainsvacantforfullyear:Insuchacasegrossannualvaluewillbenil.



(B)Houseremainsvacantforapartofthepreviousyear:

(i)Iftheactualrentreceived/receivableforlet-outperiodismorethantheexpected

rent,theactualrentreceived/receivablewillbethegrossannualvalue.

(ii)Iftheactualrentreceived/receivableforlet-outperiodislessthantheexpected

rent

owingtosuchvacancytheactualrentreceived/receivablewillbethegross

annual

value.

3.ComputationofAnnualValueincaseoflet-outhouse,whichdoesnotremainvacant

duringanypartofthepreviousyearbutthereisunrealizedrent.

Thegrossannualvalue ofsuchahousewillbedeterminedasdiscussedin(1).From

the

GrossAnnualValuethefollowingdeductionswillbeallowedandthebalancewillbe

the

Annualvalue.

(a)Taxesactuallypaidbytheownertolocalauthority;

(b)Unrealisedrent(IfconditionsofRule4aresatisfied)

4.ComputationofAnnualValueincaseoflet-outhouse,whichremainsvacantduringa

partofpreviousyearandthereisunrealizedrent.

GrossAnnualValueshallbetheexpectedrentorActualrentwhicheverisgreater.

Here,Actualrentalvalueisreducedbyanamountofactualrentinproportionof

vacancy.

From theGrossAnnualValuethefollowingdeductionswillallowedandthebalancewill

be

theAnnualvalue.

(a)Taxesactuallypaidbytheownertolocalauthority;

(b)Unrealisedrent(IfconditionsofRule4aresatisfied).

Deductionsfrom AnnualValue

1.Asum ofequalto30%ofannualvalueasstandarddeductionforexpenses

2.Interestonloantakeninrespectofhouseproperty.

Interestonloantakenforthepurposeofpurchasing,constructing,reconstructingor

repairingthehousepropertyisallowableasadeductiononaccrualbasis.

Note:1.Interestonunpaidinterestisnotdeductible.

2.Interestonafreshloanraisedmerelytorepaytheoriginalloantakenforthe

above

purposesisallowableasadeductionunderthissection.

3.Anybrokerageorcommissionpaidforraisingtheloaninnotdeductible

4.Interestforpre-acquisitionorpre-constructionperiodshallbedeductedinfive

equalannualinstalmentscommencingfrom thepreviousyearinwhichthe

house



wasacquiredorconstructed.

AnnualValueforselfoccupiedHouseproperty

Thebuildingsself-occupied bytheowner(anindividualorHUF)forresidential
purposescanbedividedasunder:

1.a)Houseorpartofahouseoccupiedbytheownerforfullpreviousyearfor
thepurposesofhisownresidence,or
b)Unoccupiedhouse

2. Houseself-occupiedforpartofthepreviousyearandlet-outforpartofthe
previousyear

3. Morethantwohousesintheoccupationoftheowner


