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Capital Gain
Capital Assets:-Capital asset means every assets whether movable or immovable tangible or intangible or wither related to business or not however it excludes the following assets. That is following assets are not subject to capital gain.
1) Any assets held as stock  in trade
2) Rural agriculture land in Indian ( that is agriculture land not situated in specified area  )
3) Gold deposit bonds
4) Movable personal effect excluding the following that is the following assets are treated as capital assets 1) jewellery 2) drawing 3) painting 4) any art work 5)archeological collation 6) sculptures .
Transfer :-sec 2(47) includes:- 1) sales 2) exchange 3) relinquishment of the asset 4) extinguishment of any rights therein 5)compulsory acquisition of any capital assets by Govt. 5) conversion of capital assets into stock in trade.
However following transfer are specified excluded for definition of transfer that is in following case no capital gain shall attracted
1) Distribution of any assets by Indian company at the time of liquation to his shareholder sec.46(1) from company point of view it is not transfer but from shareholder point of view it is transfer of share & same shall be subject to capital gain after considering deemed divided sec 2(22)(c)
2) Transfer of assets by way of gift, will, inheritances however w.e.f. 01/10/2009 in certain gift are treated as IOS in hand of receiver u/s 56(2)(vii)
3) Any transfer of assets by HUF to its members at the time of partition
4) Transfer of capital assets by holding company to its holding (100%) owned Indian subsidiary company
5) Transfer of capital assets by subsidiary company to its holding owned (100%) Indian holding company
Restriction: - in above 4 & 5 following two restriction
i) Holding company should continue to hold 100% shares for at list 8 years from the date of transfer of capital assets
ii) The transferee company should  not convert such capital assets in to stock in trade   ( if either or both condition/s are/is not fulfilled than capital gain shall be taxed in year in which condition violated)
6) Surrender of share of Amalgamation company under the schemas of Amalgamation where the consideration received only from of shares of  Amalgamated company
7) Conversion of debenture or debenture stock in to shares
8) Transfer of assets by the proprietor or firm is succeeded by a company(sec.47(xiii)and(xiv) conditions –
i) All the assets & liabilities of   proprietor or firm should be transfer to the company.
ii) Consideration should be received only in the form of shares.
iii) Shareholding of firm/partner/proprietor should be at list 50%
iv) 50% beneficiary right in the company of the partner/proprietor should continue at list 5 years &
v) In case of firm the shareholder of the partnership firmshould be same proportion in which there capital account is standing in books at the time of suction.
9) Any transfer of capital assets being any work of art, archeological collation ,art collection ,books ,drawing, painting transfer to Govt. or university or national museum, national art gallery.ect.
10) Reverse mortgage – in case of reverse mortgage any amount received by the assessee either in installment or in lumsum is not treated as transfer

· Computation of Capital Gain
	Particulars
	Rs.
	Rs.

	Sales consideration
Less: Related exp’s ()
Net Sales Consideration(NSC)
Less: cost of acquisition/Index cost of acquisition
( COA/ICOA)
Less: Cost of improvement/Index cost of  improvement
(COI/CIOI)
Short Term /Long Term Capital Gain(ST/LTCG)

Less: exemption u/s 54 to 54GA
Short Term /Long Term Capital Gain(ST/LTCG)

	XXXX
(XXX)

(XXX)

(XXX)
	

XXXX


(XXX)

XXXX
XXX/NIL/(XXX)
(XXX)
XXX/NIL


()Related exp’s:- security transaction tax (STT)paid on purchase or transfer shares or security is not allowed to be either deducted at the time transfer or to be added at the time of acquisition that is ignore STT .
How to Know Short Term Capital Assets (STCA), Long Term Capital Assets (LTCA)& Short Term Capital Gain/Loss (STCG/L) or Long Term Capital Gain/Loss (LTCG/L) ?

          STCG/L								        LTCG/L
Transfer of STCA Sec.2 (42A)                                                Transfer OF LTCA Sec.2 (29A) 
A-List		      B-list
1 Share                                                                  Capital Asset other than  
2 Listed Securities                                                                A-list
3 Unit of UTI/ Unit of Mutual fund specified             1 UAL (Urban Agriculture Land)
U/s 10 (23D)                                                                    2 Unlisted Securities
4 “0” (zero) Copan Bond                                               3 Jewellery, drawing, painting 
Hold up to 12 month                                               any art work, archeological collation 
	Sculptures
 (
Continue On Next Page
)	Hold For 36 month
                  A-list		B-list
Hold for more than 12 month                                                        Held exceeding 36 month
· As per Sec.50 Capital Gain/Loss arraying/incurred on transfer of Depreciable Asset it always short Term irrespective of period of holding.
Explanation 1 to sec.2 (42A) determination of period of holding 
	Transaction/situation
	Inclusion / exclusion  

	1 Assets transfer by the Assessee which was acquired by him by way of Gift ,will or inherent


2 Transfer of shares/ security of Amalgamated company which was earlier held in Amalgamating company   


3 Transfer of ownership on in security which was acquired base on holding of original shares / security.


4 Considerations received from company on the liquidation base of shares holding in the company. 


5 Transfer of right renounces in favor of assessee base on existing shares holding. 




6 Transfer of right which was acquiring right from the existing shares holder.



7 Transfer of share which was acquiring in IPO.
	Inclusion:-  the period of holding pervious holder shall also included for determining whether assets is Short Term (ST) or Long Term (LT)

The period of holding of shares Amalgamating company should be also including for determining whither assets is ST or LT

The period of holding shall be considered form the date of allotment security & not from the date of security allotment of original shares/ security.

The capital gain is taxable in the year in which consideration is received but period of holding is considered only up to the date of liquidation.

The period of holding shall be considered from the date right renounces in favor of assessee from the date on which share & security base on which right allotted.(date on which right is give for purchase of shares)

The period of holding shall be considered from the date when the shares were allotted to assessee irrespective of date of purchase of right (date on which shares are purchase)

The period of holding shall be considered from date of allotment of share not from date of application. 
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IMP-point-IN case of demat account if assessee has purchase the shares of same script on different date FIFO method is follows determining  which lot transfer.

Indexation:-Indexation is available only to the long term capital assets (LTCA) excluding Debentures (listed or non listed) bonds however capital indexed bonds issued by Govt. are eligible to indexation 
	Indexation benefit shall be available only for the period in which assessee himself it’s the owner & nature of assets not be change.

The indexation period:- is either equal to or less than period of holding but it newer exceeds period of holding.
e.g.:- if assets transfer by the assessee was acquired was acquired by way of gift, will, inheritance  the period of holding previous owner is also considered to determined assets is ST/LT but indexation benefit is available only from the year in which assessee become owner.

Indexed Cost of Acquisition (ICOA):-
I} Direct Acquisition:-
a) If assets was acquired before 01/04/1981
ICOA =                                                                           CII of the year in which assets if transfer
COA/Municipal values as on 01/04/1981       X   
	   (WEH)                                                                    CII of the year 1981-82(100)
COA- cost of acquisition,CII- cost of inflation index, WEH- whichever is higher 
b) If assets was acquired on or after 01/04/1981
                                                                                        CII of the year in which assets if transfer
ICOA =             Cost of Acquisition       X   
	                                                                                CII of the year of Acquisition
II} Indirect Acquisition:- where assets was acquired  the assessee by way of gift, will, inheritance or from HUF to his member on partition 
a) If assets was acquired by the assessee before 01/04/1981
ICOA =                                                                           CII of the year in which assets if transfer
COA to previous owner/                           X   
Municipal values as on 01/04/1981 (WEH)                             CII of the year 1981-82(100)
COA- cost of acquisition,CII- cost of inflation index, WEH- whichever is higher 
b) If assets was acquired by previous owner on or after 01/04/1981& same was acquired by the assessee on or after 01/04/1981
                                                                                              CII of the year in which assets if transfer
ICOA = COA/Municipal values as on 01/04/1981      X   
	                  (WEH)                                                          CII of the year of Acquisition
                                                                                                 (Year in which Assessee become owner)
 (
Is COI is b4 01/04/1981
)Indexed Cost of Improvement (ICOI):-

	Yes
 (
Is 
original assets is LTCA
)
Ignore it	
COI = Nil		Yes		 N0 

		      ICOAIICOI 
                                                                LTCA                                                                                  STCA
Indexation benefit shall be available
                                          from the year in which Improvement 
                                           done irrespective of year of
	                       Improvement by present/previous owner 
Index Numbers for Various Years
	FY
	CII
	FY
	CII
	FY
	CII

	1981-82
	100
	1991-92
	199
	2001-02
	426

	1982-83
	109
	1992-93
	223
	2002-03
	447

	1983-84
	116
	1993-94
	244
	2003-04
	463

	1984-85
	125
	1994-95
	259
	2004-05
	480

	1985-86
	133
	1995-96
	281
	2005-06
	497

	1986-87
	140
	1996-97
	305
	2006-07
	519

	1987-88
	150
	1997-98
	331
	2007-08
	551

	1988-89
	161
	1998-99
	351
	2008-09
	582

	1989-90
	172
	1999-00
	389
	2009-10
	632

	1990-91
	182
	2000-01
	406
	2010-11
	711


Treatment of asset acquired before 01/04/1981 cost of acquisition which is higher from the below.:-
1) Actual cost of Asset acquisition before 01.04.1981 of assessee or previous owner
2) FMV of Asset as on 01.04.1981
Deemed full value consideration (DFVC)
I} Damages or distraction of capital assets for which claim has received.
A) Capital Gain in case of insurance claimsec. 45(1A):- if any company specified damages is treated as transfer & same is subject to capital gain.
[bookmark: _GoBack]* Specified damages: - flood. Typhoon earthquake, accidental fire or action taken by enemy or against enemy 
B) Year of taxability:- Capital gain shall be tax in the year in which compaction is received & not year of damages or distraction of capital assets.
C) period of holding:- for determine whether assets is short term/ long term the period of holding is considered up to damages or distraction of capital assets even those capital gain is taxed in the year of receipt of compaction.
D) Indexation benefit – (if LTCA) up to:- damage & distraction of capital assets.
II} Conversion of capital assets in to stock in trade sec.45 (2)
A) Conversion of capital assets in to stock in trade is specifically treated as transfer u/s 2(47)
B) Year of taxability:- capital gain taxed in the year in which such converted stock in trade is sold.
C) Period of holding:- for whether assets is short term/ long term the period of holding is considered up to date of convection (because after convection it is no more capital assets)
D) Indexation benefit up to:- date of convection 
E) Different between market value on conversion date & actual sale consideration is treated as business income/ loss.
III} Transfer of capital assets by partner/member to its firm AOP/BOI in which he ispartner/member sec. 45(3)
a) DFVC:- in hands of  transferor (partner/member) shall be the amount considered in the books of firm/AOP/BOI irrespective of market value 
IV} Transfer of capital asset by firm/AOP/BOI to his partner/member sec. 45(4) 
a) DFVC:- market value as on date of transfer of assets irrespective of amount considered in the book firm/AOP/BOI that is while computing capital gain in hand of firm/AOP/BOI market value is relevant even if amount transfer in the books is considered less than market value 
b) What is COA in hand of partner/ member? 
· It shall be the amount which was considered in the books of firm/AOP/BOI.
V} Compulsory acquisition of capital assets by Govt. authority sec. 45(5):-
a) It is specifically treated as transfer u/s 2(47) 
b) DFVC: - sec 45(5) shall be the compensation received from the acquiring authority.
c) Year of taxability: - year in which 1st installment of compensation is received by assessee
d) Indexation benefit up to the date of acquisition as the period of holding allow considering date of compulsory acquisition.
Deemed Cost Of Acquisition:-
I} Capital Gain – if the assets acquired by way of gift, will, inheritance from HUF as member at the time of partition. In such case COA in hand of assessee shall be the cost of previous owner. 

Goodwill in Business
Self Generated						            Acquired 
                      COA= Nil                   				                 COA= actual amount paid
· Market value as on 01/04/1981 is irrelevant.
Bonus Shares
 If allotted before 01/04/1981				   if allotted on or after 01/04/198
 COA= market value as on 01/04/1981	 COA= Nil
Righr Shares 
   If the right shares are acquired base			if right shares are acquired by purchasing 
On right given in favor of assessee by company    	                                     right 		
             COA of right = Nil                   		            COA of right= actual amount paid 
COA of Shares = Amount Paid to company                COA of Shares = Amount Paid to company 
· Market value as on 01/04/1981 is irrelevant.
Tency Right 
                If nothing is paid 	Acquired by paying consideration 
                      COA= Nil                   				                 COA= actual amount paid
· Market value as is irrelevant.
Exemption u/s 10
Sec. 10(37) exemption on capital gain on compulsory acquisition of Urban agriculture land by Central Govt./ RBI ( SG is not Covered )
A) Eligible assessee – Individual / HUF
B) Eligible assets - Urban agriculture land use for at list 2 year immediately before compulsory acquisition 
C) Condition 
a) It is Urban agriculture land ( RAL is not capital assests)
b) Compulsory acquisition by Central Govt./RBI &
c) Acquisition on/after 01/04/2004 or the total compensation is received on or after 01/04/2004( if extra compensation received on or after 01/04/2004 it shall be eligible for exemption irrespective of original compensation exempt or not.)
Sec. 10(37) exemption on Long term capital gain on equity shares on equity orientated units-
A) Eligible Assessee  -- Any Assessee
B) Eligible Assets   -- LTCA which is equity shares/ units of Mutual Fund which are equity oriented (invt. Done by mutual fund is more the 65% in eq. shares)
C) Condition
a) Eligible assets 
b) Transfer through registered stock exchange or in case of units it is transfer to mutual fund.
c) It is subject to security transition tax
Sec. 111A Short term capital gain on transfer of equity shares on equity orientated units-
A) Eligible Assessee  -- Any Assessee
B) Eligible Assets   -- STCA which is equity shares/ units of Mutual Fund which are equity oriented (invt. Done by mutual fund is more the 65% in eq. shares)
C)  Condition
A) Eligible assets 
B) Transfer through registered stock exchange or in case of units it is transfer to mutual fund.
C) It is subject to security transition tax
D) Rate of tax :- 15% flat
Exemption u/s 54
*Long term capital gain on transfer of Residential House Property (RHP) Sec. 54
a) Eligible Assessee :- Individual/ HUF
b) Eligible Assets :- RHP(income of the same is chargeable u/s 22 u/h income from house property) 
c) Exemption allowed :- whichever is lower for follows
1) Cast of new Residential House Property (RHP)
2) Long term capital gain whichever is less
d) Eligible investment :- investment is made in RHP by way of purchase (aqc.) or constriction
e) Time limit :- 1) in case of punches –time limit one year before date of transfer (sales) of original assets & after 2 year from date of transfer of original assets 2) in case of constriction of new RHP time limit  3 year from date of transfer of original assets  
f) Condition :-
1) Income of such transfer property charged under head of  Hose property u/s 11
2) RHP transfer is LTCA ( 36 month ownership)
3) Investment in residential house in India 
4) New RHP not transfer within 3 year
g) Capital Gain Deposit Scheme (CGDS)
1) If assessee notable to purchase or constrict RHP within due date of filing of return in such case he can deposit the amount on or before filling of return in CGDS such amount deposited in CGDS is considered as eligible investment made. However any amount deposit after date of filing in to be ignored.
2) Any amount leftunutilized or less utilization shall be tetrad as LTCG as of the p.y. in which time limit of investment only to the extended it was earlier consider for exemption.
3) Interest on CGDS is taxable under head of IOS on accrual or receipt base as the method followes
h) Restriction on transfer of eligible investment: - the eligible investment should not be transfer within 3 years from the date of its acquired or constriction completion.
i) If eligible investment is transfer within 3 years than in such case which computing STCG cost of acq. Of such eligible investment shall be reduced by the exemption claim earlier u/s 54   
*Sec. 54B:- exemption on transfer of Urban Agriculture Land(UAL)
a) Eligible Assessee :- Individual
b) Eligible Assets :- UAL which was used for at least 2 year for agriculture purpose immediately before transfer    
c) Exemption allowed :- whichever is lower for follows
1) Actual C.G.(capital gain) or 
2) Eligible investment whichever is less
d) Eligible investment :- any agriculture land in India 
e) Time limit :- date of transfer - 2 year purchase from date of transfer of original assets  
f) Capital Gain Deposit Scheme (CGDS)
1) If assessee notable to purchase the agriculture land on or before due date of filing of return in such case he can deposit the amount on or before filling of return in CGDS such amount deposited in CGDS is considered as eligible investment made. However any amount deposit after date of filing in to be ignored.
2) Any amount left unutilized or less utilization shall be tetrad as LTCG as of the p.y. in which time limit of investment only to the extended it was earlier consider for exemption.
3) Interest on CGDS is taxable under head of IOS on accrual or receipt base as the method follows
g) Restriction on transfer of eligible investment: - the eligible investment should not be transfer within 3 years from the date of its acquired.
h) If eligible investment is transfer within 3 years the cost acquisition which computing STCG shall be reduced by the exemption claimed earlier u/s 54B
As RAL (Rural Agriculture Land) is not capital assets there is no completion even if it is transfer within 3 years. 
*Sec. 54D:- Capital Gain on compulsory acquisition of industrial undertaking    
a) Eligible Assessee: - Any Assessee having industrial undertaking.
b) Eligible Assets :- land, building or any right in land/building ( of industrial undertaking is used by assessee for at least 2 year immediately before compulsory acquisition)
c) Exemption allowed :- whichever is lower for follows
3) Actual C.G.(capital gain) or 
4) Eligible investment whichever is less
d) Eligible investment :- land, building or any right in land/building for  industrial purpose 
e) Time limit :- date of transfer - 3 year purchaseor constriction from date of compulsory acquisition of original assets
*As per Sec. 54H:-the time limit of investment in case of compulsory acquisition shall be considered from the date when compaction is actually received & not from the date of compulsory acquisition for considering respective time limit under sec. 54,54B,54D,54EC,54F     
f) Capital Gain Deposit Scheme (CGDS):- applicable 
g) Restriction on transfer of eligible investment: - the eligible investment should not be transfer within 3 years from the date of its acquired.
h) If eligible investment is transfer within 3 years the cost acquisition which computing STCG shall be reduced by the exemption claimed earlier u/s 54D.  
Priority utilizations of investment:-
If the investment is less than total capital gain than in such case it should be first utilized calming exemption to words short term capital gain as the taxability on short term capital gain is higher. 
*Sec. 54B:- exemption on LTCG by investing in specified bonds
a) Eligible Assessee:-Any Assessee 
b) Eligible Assets :- Any long term capital assets
c) Exemption allowed :- whichever is lower for follows
1) LTCG or 
2) Eligible investment (subject to ceiling limit 50,00,000 in one F.Y.) whichever is less
d) Eligible investment :- National Highway Authority Of India ( NHAI), Rural Electrician  Corporation Ltd (REC)  this bonds are issued one bond of Rs 10,000  
e) Time limit :- 6 month within from the date of transfer original asset ( subject to sec 54H in case of compulsory acquisition)
f) Restriction on transfer of eligible investment: - such bonds should not be transfer within 3 years from the date of its acquired.& it should not be offer as security.
g) If either or both the condition is/are violated there earlier LTCG which was earlier exempt shall be withdrawal.  
*Sec. 54B:- exemption on transfer of LTCA other than RHP by investing in RHP
a) Eligible Assessee:- Individual/ HUF not having more  than one RHP at the time of transfer of original asset
b) Eligible Assets :- Any long term capital assets other than RHP
c) Exemption allowed :- 

If investment (>=) less than equal to NSC                            investment < NSC
         Total LTCG is exempt	                investment 
  Exemption = LTCG x 
						NSC
NSC- Net Sales Consideration 
j) Eligible investment :- investment should be done in RHP by way of purchase (aqc.) or constriction
k) Time limit :- 1) in case of punches –time limit one year before date of transfer (sales) of original assets & after 2 year from date of transfer of original assets 2) in case of constriction of new RHP time limit  3 year from date of transfer of original assets.
l) Priority of utilization of investment :- where more than one long term assets (other than RHP ) are transfer & the investment in RHP is less than such case investment is utilized first to words assets having higher (% ) proportion of    =          Capital Gain 
							Net Sales Consideration
m) Capital Gain Deposit Scheme (CGDS):-If assessee notable to purchase or constrict RHP within due date of filing of return in such case he can deposit the amount on or before filling of return in CGDS such amount deposited in CGDS is considered as eligible investment made. However any amount deposit after date of filing in to be ignored.
n) No utilization / less utilization of amount Deposited :- any amount which was consider earlier for exemption is left unutilized or less utilized the earlier exemption shall be withdrawal in same proportion =          Capital Gain 
Net Sales Consideration

LTCG withdrawal of exemption = amount left unutilized XLTCG
								      NSC
o) Priority of calming exemption :- if assessee has made investment which is eligible for exemption under other provision & in RHP for Calming exemption u/s 54F in such case exemption under other provision are to be first claim.
p) If one of the assets transfer is RHP & other assets other than RHP & both are long term :- in such case investment should first utilized for calming exemption u/s 54 to words LTCG on RHP & h Balance investment should be utilized for calming exemption u/s 54F 
q) Restriction on transfer of eligible investment: - 1) the eligible investment should not be transfer within 3 years from the date of its acquired or constriction completion. & 2) Assessee not Purchase RHP or constriction any other RHP within 2 year / 3 year for the date of purchase /constriction completion of eligible investment.
*Sec. 54G:- Go Rural Area( shifting of industrial undertaking from urban to rural area 
a) Eligible Assessee:- any assessee having Industrial undertaking in urban area
b) Eligible Assets :- land, building or any right in land/building 
c) Exemption allowed :- a) actual capital gain 
				b)eligible investment     whichever is lower
d) Eligible investment :- land, building or any right in land/building
e) Time limit :- 1) in case of punches –time limit one year before date of transfer (sales) of original assets 2) in case of constriction of new Assets time limit  3 year from date of transfer of original assets.
f) Priority of utilization of investment :-priority of utilization of investment to STCG
[bookmark: OLE_LINK1]*Sec. 54GA:-  shifting of industrial undertaking from urban to SEZ:-  same as sec54G 
*Sec. 112:- offering of CG in listed security which are LTCA :-in case of listed security which are LTCA assessee has provided with an option to either offer capital gain. 
a) With indexation benefit where capital gain taxed @ 20%  
b) with indexation where capital gain is tax at 10%
                                                         Debenture
				Not eligible for indexation  
 Listed                                                     Unlisted
More than 12 months for LTCA                                                          more than 36 months for LTCA
Option to offer tax @ 10%                                         LTCG @ 20% taxed
*Sec. 50C :- Deemed Full Value Consideration (DFVC) in case of immovable propriety:-
Stamp duty is paid by the purchaser of propriety it is revenue of state Govt. stamp duty is paid higher of the below 
A) Sale consideration offer by the assessee or
B) Stamp valuation by the state Govt. 
If assessee is not satisfied with stamp valuation he may pay stamp duty on valuation done by curt such valuation also be consideration for offering capital gain under income tax.
If stamp value is not contested than in case assessee required to offer capital gain base on DFVC 
a) Actual sale consideration offered by assessee                                              XXX
b) Lower of the below 
1) Stamp valuation                                                      XXX
2) Income tax valuation                                               XXXXXX
c) DFVC (Higher of a & b)                                                                               XXX     



Best of Luck
Make your future it is in your hand. 
Avinash Londhe
If this notes you like or you think it is easy notes please send mail to me on my email id - mrajavi@gmail.com or SMS on my M.NO. 9371210108
Thanks you.












	
