When Agriculture Land is Capital Asset?

This section puts down few points to be consider while deciding whether a particular agriculture land is capital asset or not. Lets look into the key factors determining the capital asset. 

· If the specified land is situated within the municipality limit which has the population of above 10000.

· If the specified land is situated with in 8 kms of the municipality limit.

· Any agriculture land situated in a village which is  not comprised within a municipality or town area will not be treated as a capital asset.

· 10000 people includes the entire municipality. Not the single village.

Is agriculture land capital asset?

As we know the capital gains are applicable only when you are selling the capital assets. When you are selling the agricultural land, first you have to decide if it is falling under the capital assets, if  it is capital assets then you have to pay the tax for the capital gains.

· The following points are important to consider while deciding whether the agricultural land is coming under the capital assets:In any area which is comprised within the jurisdiction of a municipality (whether known as a municipality, municipal corporation, notified area committee, town area committee, town committee, or by any other name) or a cantonment board and which has a population of not less than ten thousand according to the last preceding census of which the relevant figures have been published before the first day of the previous year ; or

· In any area within such distance, not being more than eight kilometers, from the local limits of any municipality or cantonment board referred to in item (a), as the Central Government may, having regard to the extent of, and scope for, urbanization of that area and other relevant considerations, specify in this behalf by notification in the Official Gazette.

In simple terms the above statement means,

If the land is situated under municipalty area where the population is above 10000 or the distance from the municiplaty to the specified land is less than 8 KM, then the land is not agricultural land. 
Tax on Agricultural Land

Once if the above conditions met, you have decided that the land is agricultural land. Then you need not pay any tax for the sale on your agricultural land. The profit from the agricultural land is completely tax free. Because the land is not falling under the capital assets as the law defines the capital assets.

Update:

In nut shell , one can claim exemption form capital gains on Sale of Agriculture Land by buying Agriculture land if the agricultural land which was was being used by the assessee or a parent of his for agricultural purposes at least two years preceding the year in which transfer of the land took place   if
the assessee has, within a period of two years after that date, purchased any other land for being used for agricultural purposes, then, capital gain to the extent utilised for buying the new agriculture land shall be given.
Tax Exemption on Capital Gains when selling Agricultural Land





Introduction

In the past I have written many articles about the capital gains and capital gains while selling the agricultural land. Also I have written separate article about when agricultural land is capital asset?. Note that, in certain cases the capital gains are fully exempt in case of the  profit from selling the agricultural land. This article presents the rules associated with that scenario. If you have any doubts, please post it in the comments section. If you like the article, get free email updates.

Capital Gains Exemption (Section 54B)

· If Agricultural land not forming part capital asset and sale of which will attract capital gains tax subject to exemption under Section 54B. The following are the conditions mentioned in the section 54B to get the tax exemption.

· If the agricultural land should have been used for the agriculture purpose.

· Exemption is not available to a Hindu Undivided Famiy (HUF) or any other taxpayer.

· The land should have been used by the asses see or his parents with in two years immediately preceding the land sale or transfer date.

· The asses see should have been purchased the agricultural land with in two years immediately preceding the land sale or transfer date.

· The whole amount should have been used for purchasing the new agricultural land. Otherwise the difference amount will be charged for thecapital gains tax. 

· The new asset purchased should not sold with in three years of time.

Capital Gains Tax Saving Bonds

· If you are selling any of your land or property, which results in the capital gains. There is 20% tax deducted for the capital gains. It is good time you should seriously think about saving that money.

· Investors who have capital gains and want to save tax arising on this gain, can use the capital gains tax saving bonds for this specific purpose only. However, the income arise out of this bonds are not tax-free. You have to pay the tax for that.

· If you have long-term capital gains on sale of a property or gold: you’ll save tax by investing in this bond.
· For example if you have made the capital gains of Rs.300000. If you are not planning to save the capital gains tax, you have to pay Rs.60000 as the tax. But, if you are investing the whole or part of that amount in the capital gains tax saving bonds, you need not pay the tax for that invested amount.

· The gain has to be long-term in nature. Only then can the Section 54EC bond be used. It cannot be used to save short-term capital gains.

· You need to invest into the bonds within six months from the date of the transfer of the asset.

· You can invest a maximum of Rs 50 lakh in the bonds, so there is a restriction on the amount that can be claimed as a benefit.

What is Capital Gains?
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Any profit from selling the capital assets considered as the capital gains.  So it can be shares, units of UTI, debentures and land. Also the following materials considered as the capital assets:

· furniture

· personal belongings

· agricultural land (subject to certain criteria)

· Special Bearer Bonds, 1991, Gold Deposit Bonds (1999 scheme), 6.5 per cent Gold Bonds, 7 per cent Gold Bonds, National Defence Gold Bonds issued by the Central Government and raw material held for the purpose of business is not termed as a capital asset.

· From the year 1973-74, jewellery is treated as a capital asset.

Types of Capital Gains

There is two types of capital gains.

Short Term Capital Gains

If you own the capital assets less than three years at the time of selling, then it is considered as the short term capital gains.

Long Term Capital Gains

If you own the capital assets more than three years at the time of selling, then it is considered as the short term capital gains.

Tax on Capital Gains

If you earn short term capital gains, then it will be added to your taxable income and will be calculated for the tax.

If you earn long term capital gains, then you will be liable for the 20% tax for your profit. But there is certain exemptions on the tax as follows:

1. If you are buying new property with in next two years after selling your old property, you need to pay the tax.

2. If you are started constructing new house within next three years after selling your old house, then you are not liable to pay the tax. Not that the value of the new house should be minimum of the capital gains.

What is Capital Gains Account Scheme?

Capital gains arise when some one sells land, house or any capital assets with profit. It is liable to pay the tax for all the long term capital gains. But, there is exemption on capital gains if the amount is spent for buying the new property or constructing new property within the specified time.

In case if the amount is not utilized in the short time, it must be deposited into the special account called Capital Gains Account Scheme.

The scheme is called Capital Gains Account Scheme, 1988. The scheme is applicable to all assessees having capital gains. The deposits may be made in one lump sum or in installments at any time. The amount should be deposited before the due date for filing income tax returns.

Types of Capital Gains Account Scheme

There is two types of accounts under this scheme. One is deposit account A, which is savings account. Second one is deposit account B which is term deposit account.

The amount withdrawn should be utilised for the purpose within sixty days of the withdrawal. Any unutilised amount should be redeposited in Deposit Account A.

In case the amount deposited is not utilised wholly or partly for the purchase or construction of the new property within the period specified, then the unutilised amount will be charged as income of the previous year in which the period of three years from the date of the transfer of the original property expires.

REC 54EC Capital Gains Tax Exemption Bonds  -  Series-VIII (2009-10) 
       [image: image2.png]


    REC extends subscription in the 54EC Capital Gains Tax Exemption Bonds–Series VIII 
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   Issue Highlights of 54EC Bonds - Series VIII (2009-10) 

         (Application Form can be downloaded from the website : http://rec.rcmcdelhi.com)
	Current Issue


54EC CAPITAL GAINS TAX EXEMPTION BONDS - SERIES-VIII
REC extends subscription in the Issue till 31.03.2010 or till any notification/modification is done by the GOI in the Income Tax Act,1961 u/s 54 EC of the Income Tax Act,1961, whichever is earlier
All other terms & conditions of the Information Memorandum (IM) remain same

Interest @6.25% p.a on subscriptions on or after 01.11.2008 payable annually 

PRIVATE PLACEMENT ON TAP OF NON CONVERTIBLE REDEEMABLE TAXABLE BONDS IN THE NATURE OF DEBENTURES OF RS. 10,000/- EACH FOR CASH AT PAR WITH BENEFITS UNDER SECTION 54EC OF INCOME TAX ACT, 1961 FOR LONG CAPITAL GAINS-SERIES-VIII.
	MINIMUM APPLICATION SIZE: RS. 10,000/-
MAXIMUM APPLICATION SIZE: RS. 50,00,000/- 


Highlights :
          
           The highlights of achievements of its service to the nation are:
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	Accorded hightest safety ratings by CRISIL, FITCH and CARE. 
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	Figures amongst the "Top 10 PSUs in the country" 
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	Consistently rated as 'Excellent'- the highest category - by Govt. of India since 1993-94.
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	Received 'MOU' Award from the Government of India four times, for 'Excellence in performance'
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	Cumulative sanctions & disbursements stand at Rs. 80,000 crore & 45,000 crore respectively. 
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	Plans to undertake rural electrification programmes in other countries. 

	[image: image10.png]



	Investors base increased by 90 thousand to 2 lakhs.
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	Aspires to be a Rs. 50,000 crores company by the year 2012.



Operating Results for the last 5 Financial Years
                                                                                                           (Rs. in Crore)
	 
	2003-04 
	2004-05 
	2005-06
	2006-07
	2007-08

	Loan Sanctioned 
	15978 
	16316 
	18771
	32925
	60764

	Disbursement 
	6017 
	7885 
	8007
	13733
	16303

	Recoveries 
	5003 
	6817 
	5434
	6585
	6070

	Resource Mobilization 
	4010 
	8501 
	9063
	9438
	8366 #

	Profit Before Tax & dep. 
	802 
	1038 
	830
	1006
	1315

	Profit After Tax 
	612 
	800.75 
	638
	660
	862

	Net Worth 
	3264 
	3779 
	4198
	4013
	5368

	Dividend Paid 
	183 
	234.50 
	191.2
	177
	258 * 


                     # This downs not include Rs. 819 crore mobilized from IPO issue 
                     *  Provisional
Corporate Office   
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	Corporate Office 
	Core- 4, SCOPE Complex,
7, Lodhi Road, 
New Delhi-110003
	011
	24365161
	24360644


         Zonal Offices
	 
	Zone
	Location of Zonal Office 
	STD Code No. 
	Office Telephone No. 
	Fax No. 
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	Western
	51-B, Mittal Tower
5th Floor, Nariman Point, 
Mumbai-400021
	022
	22831004
22830985
22833055
	22831004


         
