TAX ISSUES - CAPITAL GAINS ON SALE OF RESIDENTIAL HOUSES/TAX PLANNING
(Gain arises on account of sale of  “ Land or House property held for not more than 36 months “ is Short Term Capital Gain (STCG) . Otherwise, it is Long Term Capital Gain (LTCG).

Period of Holding Property  < 36 Months – Short Term Capital Gain  

     -Included in the Total Income  & Taxable at Slab Rates ( i.e either 10% or 20% or 30%)
 Period of Holding Property  > 36 Months – Long Term Capital Gain
     -Taxable at 20% Rate

Computation of STCG/LTCG:

1.Sale Consideration                                             XXXXX                                                             YYYYY
( Should not be less than Stamp Duty Value )

Less: 
a)Expenses on transfer of Property                        XXXX                                                                YYYY

b)Cost of acquisition                                                XXX       Indexed Cost of Acquisition               YYY

c)Cost of Improvement                                              XX        Indexed Cost of Improvement               YY

                                                                              =======                                                           =======

                                                                                   XX                                                                      YY  

Less: Exemption U/s 54                                              --                                                                          Y

          Exemption U/s 54F                                            --                                                                          Y
                                                                               =======                                                           =======             

STCG/LTCG(                                                          XX                                                                        Y
( Indexation is available for Long Term Assets & it is based on Cost of Inflation factors )

1.Section 54 concerns with the sale of Long Term Residential house Property  and subsequent purchase of another Residential House. The conditions are:

The new residential house must be

--purchased within a period (T-1) to (T+2) years, i.e ( 1 year before date of Transfer  to       

                                                                                   2 years after date of transfer ) or
--constructed within a period (T) to (T+3) years  ( With in 3 years from date of Transfer )
Amount of Exemption: Long Term Capital Gain to the extent utilized either for Purchase or Construction of another residential House is exempted. 

Capital Gains Account Scheme: The amount of capital gain not utilized for purchase or construction of new house within the same accounting year, but which is earmarked for such purchase of construction, must be deposited in a specified bank account opened under ‘Capital Gains Account Scheme’, and payments in subsequent years must be made from such account
2. Section 54F concerns the sale of any Long Term Asset other than residential house and subsequent purchase of New Residential House. The conditions are:

The new residential house must be

--purchased within a period (T-1) to (T+2) years, i.e ( 1 year before date of Transfer  to       

                                                                                   2 years after date of transfer ) or
--constructed within a period (T) to (T+3) years  ( With in 3 years from date of Transfer )

Amount of Exemption: Long Term Capital Gain is exempted if entire sale consideration is utilized either for Purchase or Construction of  residential House. If only part of the entire consideration is utilized then proportionate LTCG is exempted. 

Capital Gains Account Scheme: The amount of capital gain not utilized for purchase or construction of new house within the same accounting year, but which is earmarked for such purchase of construction, must be deposited in a specified bank account opened under ‘Capital Gains Account Scheme’, and payments in subsequent years must be made from such account.
