1)What is chargeable under the head Income from house property?
Under the head "Income from House Property" tax is levied on the annual value of house property and not tax on the house property.
2) What is annual value?
Tax under the head “Income from house property “is not a tax upon the rent but upon the expected rent, which a building can yield as income. This base or , which is to be taxed, is called annual value.
3) What are the three conditions which should be satisfied for taxing the income under the head “Income” from house property”. Which type of property is covered under the head “Income from house property”?

The Following are the 3 conditions under Section 22: 
i. The property should consist of any buildings or land appurtenant thereto.
ii. The assessee should be owner of the property.
iii. The property should not be used by the owner for the purpose of any business or profession carried on by him, the profits of which are chargeable to income tax.
Property, consisting of building and land appurtenant thereto and if the same is not used by the assessee for his business or profession, the profits of which are chargeable to m is covered under the head “Income from house Property”. 

4) If the property of the assessee constitutes stock in trade of a business or the business of the assessee is to let out house properties then, will the income of the property be taxable under the head “Income from House Property”?

Yes, the property of the assessee which constitutes stock in trade of a business will be taxable under the head “Income from house property”.
It makes no difference if the business of the assessee is to let out house properties or the property of the assessee constitutes stock in trade of a business.
5) Out of the three conditions one condition is that property should consist of any buildings or land appurtenant thereto. What is meant by building and land appurtenant?

The word building is not defined in the Act and so its ordinary natural meaning has to be considered. It means that which is built, specifically; as now generally used, a fabric, or edifice, framed on constructed, designed to stand more or less permanently, and covering a space of land, for use as a dwelling, store house, factory, shelter for beasts or some other useful purpose. Any structure that Prima-facie could be called as building in any sense if erected for a temporary purpose would be considered as building.
Roads, approaching to and from public streets, compound, courtyards kitchen garden, motor garage, which are attached to and form a part of the building, are considered as appurtenant land in respect of a residential building.
In case of non-residential building, car parking spaces, roads connecting one department with another department, playground are considered land appurtenant to.
6) If vacant plot is given on rent, will the income be chargeable under “Income from house property”?

No. The main condition for rent is that the income is chargeable under the head “Income from house property”. The property may consist of any buildings or land appurtenant thereto. Hence, income from a vacant plot cannot be charged under the heading “Income from house property “ but it is taxable under the head “Profits and gains of business or profession or under the head “ Income from other source”.
7) If there is a tenant of the property and he sublets the property to another, will the income be charged under the head “Income From house property”?

The second condition for an income to be charged under the head “ Income From House Property” is that the assessee should be the owner of the property. In the case of sub- letting the tenant is not considered as owner of the property, therefore tax on the income is chargeable under the head Income from other sources.
8) What exactly does the word “owner” mean?
Owner means a legal owner and the person who can exercise the rights of the owner, not on behalf of the owner but in his own right.
E.g. – If a person makes a gift of rental income to a friend or a relative, without transferring ownership of the property, annual value of property is taxable in the hands of the donor, even if rental income is received by the donee. The owner may be an individual, firm, company, cooperative society, or association of persons.
9) Who are the deemed owners of the house property?

Following are the deemed owners of the house property under section 27:
1. An individual, who transfers a house property to spouse or minor child without adequate monetary consideration.
2. The holder of impartible estate.
3. A member of a co-operative society, company or another association of persons to whom a building (or a part thereof) is allotted or leased under the house building scheme of the society, company or association - a flat allotted by a cooperative group housing society.
4. A person who has acquired a property under a power of attorney transaction.
5. A person who has acquired a right in a Building under section 269 UACF.
10) If an assessee is a partner in a firm, and if the, which belongs to the assessee is in the occupation of the firm, for carrying on business then will the annual value of the property be chargeable under the head “ Income from house property”?

Under section 22, if the owner utilizes his property for the purposes of carrying on his business or profession, then the annual value of the property is not taxable. Under the head income from house property, for the purpose of section 22, the business carried on by the firm is regarded as being carried on by all partners. Hence, the firm, which is using the property of the assessee, of which he is the partner for business, is considered as if the assessee is using a property for business and hence it is not taxable under the head “income from house property”.
11) If an assessee constructs residential quarters and lets them out to his employees, will the residential quarters be treated as house property for the purpose of tax under the head “Income from house property”?

If the letting out of residential quarters is sub servient and incidental to the main business, the residential quarters will be treated as house property used by the assessee for the purpose of his business and therefore the annual value will not be chargeable under section 22.
If the letting out of property is sub servient and incidental to the main business of the assessee, the income from such property is not assessable as income from house property.
12) If the house property is situated in a foreign country, will an assessee be taxable under the head, “Income from house property”?

If the house property is situated in a foreign country – 
1. A resident assessee is taxable under section 22 in respect of the annual value of a property situated in a foreign country.
2. A resident but not ordinarily resident or non resident is, however chargeable under section 22 in respect of income of a house property situated abroad; if income is received in India during the previous year. 
13) How income of a property will be taxed if the property is owned by co- owners?

If a house property is owned by two or more persons, then such persons are known as co- owners and the share of each co- owner in the income of the property, which is computed under the head, “Income from house property”, shall be included in the total income of each such person.
14) If the business of the assessee is to let out property on rent, can the annual value of such property be brought under the head, “Income from house property”?

Yes, it makes no difference if the business of the assessee is to let out property and the annual value of such property will be brought under the head, “Income from house property”.
15) Which property income is exempt from tax?

The property income is exempt from tax in the following cases: 
1. Income from farm house
2. Annual value from any one palace of an ex- ruler
3. Property income of a local authority
4. Property Income of an approved scientific research association
5. Property income of a university or other educational institution
6. Property income of a hospital or other medical association
7. Property Income of a Trade Union
8. House property held for charitable purposes
9. Property income of a political party
10. Property used for own business or profession
11. One self occupied property 
16) What is the procedure for determining the income from a house property that is let out?

The procedure for determining the income from a house property that is let out is as follows:
· Gross Annual Value                x
· Less Municipal Tax                 x

· Net Annual Value                    x
Less Deduction u/s 24
· Standard Deduction
· Interest on borrowed capital
· Income from house property
17) How is Gross Annual Value determined in case of let out property?

Gross Annual Value is determined as follows: 
1. Find out the reasonable expected rent of the property
2. Find rent actually received or receivable
3. Find out Gross Annual Value on the basis of computation of Step 1 and Step 2.
Reasonable expected rent can be determined by taking into consideration the following factors: 
a. Municipal Valuation of the property
b. Fair rent of the property 
The higher of (a) or (b) is generally taken as reasonable expected rent.
If the property is covered by the Rent Control Act, then the amount so computed cannot exceed the standard rent.
So reasonable expected rent can be computed on the basis of three factors namely:
a. Municipal Valuation
b. Fair rent of the property and 
c. Standard rent of the property
 The higher of (a) & (b) subject to a maximum of (c ) is expected rent under Step 1.
Rent actually received or receivable - From rent actually received or receivable, unrealised rent and the rent of the period for which the property remains vacant, should be deducted.
After determining reasonable expected rent and rent actually received, Gross Annual Value will be determined as follows:
1. If rent actually received/ receivable is more than expected rent then rent received/ receivable is taken as Gross Annual Value. 
2. If rent actually received/ receivable is less than expected rent due to vacancy or any other factor(s), then Gross Annual Value will be determined as follows:
	1.
	If rent received/ receivable is lower than reasonable expected rent only because of vacancy.
	Rent received/ receivable is taken as Gross Annual Value 

	2.
	If rent received/ receivable above is lower partly because of vacancy and partly because of other factors
	Reasonable expected rent minus loss due to vacancy taken as Gross Annual Value 

	3.
	 If rent received/ receivable because of factors other than vacancy
	In such case, reasonable expected rent becomes Gross Annual Value



18) What would be the Gross Annual Value if the property remains vacant throughout the year?

If the property was in such a condition that it could be let out and no tenant could be found by which the property remains vacant throughout the previous year then the Gross Annual Value of such a property will always be nil.
19) What is unrealised rent?
When the owner cannot realise rent from the tenant, then such rent is called unrealized rent and the same should be deducted from the actual rent received for computation of Gross Annual Value. 
For unrealised rent to be deducted, the tenancy should be bona fide, the defaulting tenant has vacated or steps have been taken to compel him to vacate the property, the defaulting tenant should not be in occupation of any other property of their assessee and the assessee should have taken all legal steps for the recovery of the unpaid rent. 
20) When can Municipal taxes be deducted from Gross Annual Value?

Municipal taxes levied by any local authority in respect of house property can be deducted only if the taxes are borne by the owner and he himself pays the taxes during the previous year. If municipal taxes are levied by the local authority and the same are not are actually paid by the assessee during the previous year, then these taxes would not be deductible. 
21). What is Net Annual Value?
The amount left after deduction of Municipal Taxes from Gross Annual Value is Net Annual Value.
22). What are the two deductions available under section 24 for computing Income from house property?
Under section 24(a), standard deduction is available at 30% of Net Annual Value. It is deductible, irrespective of any expenditure incurred by the tax payer. The second deduction is available for interest on borrowed capital.
23). Is deduction under section 24 available for other expenses incurred?
No, deduction can be claimed in respect of the expenditure, which is not specified in section 24. Expenses on insurance, ground rent, land revenue, repairs, collection charges, electricity, water supply and salary of the liftman cannot be claimed as deduction.
24). When is interest on borrowed capital allowed as deduction?
If capital is borrowed for the purpose of purchase, construction, repair, renewal, or reconstruction of the house property then the interest on such borrowed capital is allowable as deduction under section 24(b):
· Interest on borrowed capital is deductible on accrual basis even if the interest is not actually paid during the year.
· Interest on a fresh loan, taken to repay the original loan is allowed as deduction. Money should be borrowed for the purpose of construction, acquisition etc. of the house property by one person from another and there must be a real transaction of borrowing and lending in order to amount to any borrowing.
25). What is the interest of pre-construction period? 

Interest, which has to be paid by the assessee on funds borrowed for the acquisition or construction of house property and pertaining to the period prior to the previous year in which such property has been acquired or constructed, is known as interest of pre- construction period.
Interest of pre construction: Period is deductible in five equal installments. The first installment is deductible in the year in which construction or property is completed or in which property is acquired.
The pre -construction period means the period commencing on the date of borrowing and ending March 31st immediately prior to the date of completion of construction/ date of acquisition or date of re -payment of loan, whichever is earlier. 
E.g.- 'X' takes a loan on May 1st 2000
Construction of house completed - Feb 2005
Repayment of loan is - Jan 20, 2010
Pre construction period - is from 1st May 2000 to 31st March 2004.
Interest will be deducted in five installments from Feb 2005 i.e. ending on 31st March 2005.
26). What is the maximum amount deductible for interest on borrowed capital? 

In case of let out property, interest on borrowed capital is deductible fully without a maximum ceiling.
In case of house property, fully utilised throughout the previous year by the owner for his residential purpose, interest on borrowed capital is deductible subject to a maximum ceiling given below:
If the following three conditions are satisfied, interest on borrowed capital is deductible up to Rs. 1, 50, 000/-
· Capital is borrowed on or after April 1999 for acquiring or constructing a property.
· The acquisition or construction should be completed within three years, from the end of the financial year in which the capital was borrowed.
· The person, who extends the loan, certifies that such interest is payable in respect of the amount advanced for acquisition or construction of the house or as the re- finance of the principal amount, outstanding under an earlier loan taken for such acquisition or construction.
In the following case, interest on borrowed capital is deductible up to Rs. 30,000.
· If the capital is borrowed before April 1st 1999, for purchase, construction, re construction, repairs or renewals of house property.
· If capital is borrowed on or after April 1st 1999 for re -construction, repairs or renewals of house property.
· If capital is borrowed on or after April 1st 1999, but construction is not completed within 3 years from the end of the year in which capital was borrowed.
27). What is self occupied property and deemed to be let out property? How is the computation of Income from self-occupied property calculated?

If property is used only for a residential purpose, this property is considered to be self-occupied. Where the person occupies more than one house for his own residential purpose, only one house (according to his own choice) is treated as self- occupied and all other houses will be "deemed to be let out properties".
Taxable income for the 'deemed to be let out property' will be calculated in the same manner for let out property and the gross annual value will be taken as a reasonable expected rent.
Under section 23(2)(a), where the property consists of one house in the occupation of the owner as his own residence, the annual value of such house shall be taken to be nil. 
28). If a house is self occupied for a part of the year and let out for remaining part of the year, what are the tax implications?
In this case, Income will be completed as if the property is let out and the benefit of section 23(2) (a) would not be available where the annual value is taken as nil.
29). Will unrealised rent be chargeable to tax if realised u/s 25AA?
Where the assessee cannot realise rent during the previous year 2001- 02 or in any subsequent year from a property, let to a tenant, and then the assessee realised any amount in respect of such unrealised rent, then the amount so realised shall be deemed to be income chargeable under the head, "Income from House property" and will be chafrged to tax in the year in which such rent is realised, whether or not the assessee is the owner of such property.
30). If any arrears of rent are received in any previous year, will the rent be chargeable under the head, "Income from house property"?
Under section 25B, if the tax payer, being the owner of property consisting of buildings or lands appurtenant thereto, has received any amount, by way of arrears of rent from such property which were not chargeable to tax, the amount so received shall be deemed to be income chargeable under the head, "Income from house property. It is taxable even if the assessee is not the owner of that property in that year.
31). If there is a loss under the head, "Income from house property," can it be adjusted under any head of Income?

Section 71 B provides that where the assessee has incurred any loss under the head, "Income from house property" and such loss is not fully adjusted under other heads of Income in the same assessment year, the balance loss is allowed to be carried forward and set off in the subsequent year against Income from House property. This loss can be forwarded only from the assessment year 1999- 2000 and is subject to a limit of 8 assessment years. If the loss pertains to the assessment year 1998-99, it cannot be adjusted against the current year's income



