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SEGMENT 1 - BASICS

1. Charging section [Section 45(1)]

45. (1) Any profits or gains arising from the transfer of a capital asset effected in the previous year shall,
save as otherwise provided in sections 54, 54B, 54D, 54E, 54EA, 54EB, 54F , 54G and 54H, be chargeable
to income-tax under the head "Capital gains", and shall be deemed to be the income of the previous year in

which the transfer took place.  ( PY of ch = PYy o_(-‘— t\'b'>

a.Conditions for chargeability:

cond Pathculazs Remas A
l Theye Should be a copial | {CA akdefined
aget N £- a0y
Q Capital aket & tsan eferved (T‘ra,gdeﬁned
by the plee. N g /CLFE))
3 T¥ON &fey talkes place dugng|Suhject o
DY. exXcephong
4 Pzofit [ gan oxcer ar a
sesult of cuch tsancfey
s Sulh Ccapital gain i€ not
exempt O[S SY- Sk

b.Other analysis .
¥ In gome cager, C0 axiger even If No
tsongfer host Talken place.-
% N gome coser, €O (& ftaXable in A Yaay
otheythan the Year In which CA w'd.
% Profit [gain agiseing OlH C¢ & "doable
IYreapective of amount — Thig ig due To uge

of words lpany- --.'

c.Definition of Capital asset [Section 2(14)]
{ Amendment in gection RCIY Cb)+ A
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T. capital aget means

CO\') property of any kind held by an assessee, whether or not connected with his business or
profession;

¥ It 1€ any Property-

¥ The woyde 'any kind' represenis that
It can be
- MOovable [ immoevable
- Tangible [ intangible
» Fixed [ cigeculaning.

¥ IF it & a tsangfer of capital aget
Then tncome (& foxtable Ol Ch only
thouvgh it 1& uced for B|P

¥ The worde 'held' rveprerent® a owner
—enfp on e cA- {genevallyd

Cbd any securities he'ld by— < .UJ e lq:l')_b> | -
(1) a Foreign Institutional Investor which has invested in such securities in
accordance with the regulations made under the Securities and Exchange Board
of India Act, 1992 (15 of 1992); or < VPO AY as-2a b>
(i) an investment fund specified in clause (a) of Explanation 1 fo section 115UB
which has invested such securities in accordance with the provisions of the
regulations made under the Securities and Exchange Board of India Act, 1992

(15 of 1992) or under the International Financial Services Centres Authority
Act, 2019 (50 of 2019);

L
v J

Inv Andt w-et 14 2b
FLT Secumnties /—$\
Cnhofified inv
by SE€EBI) TV Lecurtie’
N fond Cnotfified
Capital aget ondeys £eB)
Cov) IFSChH
Pet)
%
Capit=l asket

Note: IF £TT nvest N Indian Secutities in acc.
with Se.l vegulations + even though they
held it at £1'T, I¥ i€ deemed ag 'cq' only
ond veeultant gain/lok & Chasgeable OlH Ch:
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. . 1
' Pagliameteny comment on f£.1'[- caregorngation

4. Characterisation of Income in case of Foreign Institutional Investors

4.1 The provisions contained in clause (14) of section 2 of the Income-tax Act,
1961, before amendment by the Act, defined the term “capital asset” to include
property of any kind held by an assessee, whether or not connected with his
business or profession, but did not include any stock-in-trade or personal assets as
provided in the definition. The foreign portfolio investors [notified as foreign
institutional investors for the purposes of the Income-tax Act vide notification S.O.
199(E) dated 22.01.2014] faced a difficulty in characterisation of their income arising
from transaction in securities as to whether it is capital gains or business income.
Further, the fund manager managing the funds of such investor remained outside
India under the apprehension that their presence in India may constitute permanent
establishment (PE) and the income arising from transactions in securities held in
India may be taxed as business income of PE. In this context, the Finance Minister,
in his budget speech, had stated as under —

“Foreign Portfolio investors (FPIs) have invested more than Rs. 8 lakh crore (about 130 billion US$) in
India. One of their concerns is uncertainty in taxation on account of characterization of their income.
Moreover, the fund managers of these foreign investors remain outside India under the apprehension
that their presence in India may have adverse tax consequences. With a view to put an end ro this
uncertainty and to encourage these fund managers to shift to India, | propose to provide that income
arising to foreign portfolio investors from transaction in securities will be treated as capital gains.”

4.2 Accordingly, clause (14) has been amended to provide that any security held
by foreign institutional investor which has invested in such security in accordance
with the regulations made under the Securities and Exchange Board of India Act,
1992 shall be a capital asset and not a current asset. Therefore, any income arising
from transfer of such security by a foreign institutional investor would be in the nature
of “capital gains”.

Foveign | $ Fund 2 Tndian
L. .Inv manages Co
N oo
Cecuntier Buying +<gelling
= Lecunrtieg (< an
INveAtment OCB-

Capital a%et = FIT PoN v~
Lecumnties
Stocll N frade= FM PoVv X

cimilar oamedment made 1N fAROJRS wief:
&3k
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CC-' any unit linked insurance policy to which exemption under clause (/0D) of section 10 does

not apply 1 |on-account-of-the-applicability-of-the-fourth-and-fifth-provisos-thereof],
{deleted we+: 14 ab)

Negatve 1. Ccapital aget deoesnot include ———

ugt D—F (7) any stock-in-trade [other than the securities referred to in sub-clause (b)], consumable

qu ( "tCIl stores or raw materials held for the purposes of his business or profession ;
ageetl. % ST ‘ .

¥ congumable tHeld Hor the

2 toves puspege of B (P
% Raw materals
~— —_— _
=

capital aget
{Susplus on Theiy 7 I8 chaygeable Uls

RE

(i) personal effects, that is to say, movable property (including wearing apparel and furniture)

held for personal use by the assessee or any member of his family dependent on him, but
excludes—

(a) jewellery;

(b) archaeological collections;
(c¢) drawings;

(d) paintings;

(e) sculptures; or

(f) any work of art.

X PevSonal effect® axe movable only.
¥ It includer weanng apposel + furniture:
% They ave held HoY peygonal Uke by
* hlee. Cov)
+* pependant family member of Alee.
* Following, fhovgh Jied —or blee
pexconal purspoget cannot be regarded
ot ! pexgonal effect!.
. Jewelleny - Arvchaeological collectiong
« DTAWINGL - Paintings - Sculptures
'Any work of awt-
( Because, the aforesald Ch gain theiy
NalueAd natutally >
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% hold | Silver coing ueed ar osnament forx
deifiex + peysonal effect
(Section used worsde!vee! not ! for the
puspoce of hig pesconal vge .15
{ maharaja Rana Hemant gingh vig crm>
* occozaonal ure — (¢ [t peyconal effect)
some clothes awe held by plee only for
uge In ceryamonial occagsons- Though
they are not vLed Fegularly Coy) Not
at all uwed, gnee it "HEW 4o be
uced only Hovr peyconal uge f i< tweat
~ed a& tpexconal effect .
(c\T Nlg VehaRant)
{ Jayantila €hah vls ¢ 1Ty
¥ Qaow; Lcootey ete LSed oy pesonal
purpose — (8 freated a& pesfonal effect
* _Leaunties s Not a, pesconal effect:
% Jewelleny = le tt a perlonal effect?

Explanation.—For the purposes of this sub-clause, "jewellery" includes—

(a) ornaments made of gold, silver, platinum or any other precious metal or any alloy
containing one or more of such precious metals, whether or not containing any
precious or semi-precious stone, and whether or not worked or sewn into any
wearing apparel;

(b) precious or semi-precious stones, whether or not set in any furniture, utensil or
other article or worked or sewn into any wearing apparel;

(7ii) agricultural land in India, not being land situate—

(@) 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; or

(b) 1in any area within the distance, measured aerially,—

() not being more than two kilometres, from the local limits of any
municipality or cantonment board referred to in item (@) and which has a
population of more than ten thousand but not exceeding one lakh; or

(II) not being more than six kilometres, from the local limits of any
municipality or cantonment board referred to in item (a) and which has a
population of more than one lakh but not exceeding ten lakh; or

(/Il) not being more than eight kilometres, from the local limits of any
municipality or cantonment board referred to in item (a) and which has a
population of more than ten lakh.

Explanation.—For the purposes of this sub-clause, "population" means the

population according to the last preceding census of which the relevant figures
have been published before the first day of the previous year;
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Agmcultural

\I: Land J

Ok'y ba\l\;\ AL Rural AL
= Capital agget ¥+ Capital aket

(Any A-L Not being
OA L L fseated as
Ruzal ALY

Lrban Agncultural land
A | pDiagsamahc prerentation:

- Kou skt — monicipality
B | Ol )i poshqalaw Population
=
10,000 .
J

AS Per the latert census ak at (ST day of
rev | OUL Yexy

Ay agncutiuyal land &Gtuated ‘N any
avea compnged within the juzsdichon
of a municipality having population of
otleast 10;000."
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B'| Diagyvamatfic preaentahon

Land
Digtance
< AKM
MoNi C:\PQ“'\H ATEeqQ
popuLlation
> 0,000
=< l/OO/ OO0
Land
Digtance
< 6 km
mumci[;q\iw Areq
populahion
> 1,000,000
= 10,00/©000
) R Land
Digtance
<3 KmM
MUﬁldPa\Hy ATeq
popUlation
> 10,00, o000
Note !

X Digtance 12 +he ghowicat aezral disfance.
¥ Not 4o be meagured In tcymi oft appseach
by 7v600d-

(iv) 6% per cent Gold Bonds, 1977, or 7 per cent Gold Bonds, 1980, or National Defence Gold
Bonds, 1980, issued by the Central Government;

(v) Special Bearer Bonds, 1991, issued by the Central Government ;

(vi) Gold Deposit Bonds issued under the Gold Deposit Scheme, 1999 or deposit certificates
issued under the Gold Monetisation Scheme, 2015 notified by the Central Government.

TI. Explanation:
Explanation 1.—For the removal of doubts, it is hereby clarified that "property" includes and shall
be deemed to have always included any rights in or in relation to an Indian company, including
rights of management or control or any other rights whatsoever.
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N Noteg:!
+ 10 attvact a charge of Jox UlH Ch, the
propexty should be a ‘CA' on the date of
45- Need not be cA ON date of acayn-

+ Expln—1, 18 Ingested o Clawfy that the
tevm ! propesty! includes any  aights In Co)
in welation 10 an ndian co, iNcluding the
MNght8 of mgt + confol.

{INgerted Malinly o Cove¥ holding +
Suobdiary  inftuence >

¥ AN analyxg on ingignifance of aca)n ofCh

Alee ¥l

Agycultural  acayn |2l it i seated ak
(ncome tand 7 a Cch only

(income {Natyre of aget doexn't
exempt> Change baged on how

It ¢ acayvived >

4 Axet VIS capital aket

y/

N J
e CapPital aget b Hg:l/Sct
It i€ a gspecific term The tcrm 'agcet' ig
defined 0¥ taxration broadey and mote
PUTs poOLeL compsehengsive than
{whh gsome excluzong> | capital axet"

{1t Includes al¢o the
. exclogongs of CA).
Note! In gection b, law vLer the woOTRK

lagterg! vatherthan 'Ch' and dhereby
exclugone of CcA are these by included:
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% Tllegally encyoached propesty donot
come ondey the defn ot !CA' asg [t cannet

be Sald a% l'held----

% Non—compete fee though a capit=l
veceipt, & not “faxable OH ChH gince
the element of cogct of acajvigtion
s migging { heauighion denct existy

¥ '‘Held' vlg 'legal ewnerghlip!

« The texym 'held' in context of 2 L)
INVo lves vnderstanding of vanous formg
of PogKecton + Ccontol over the [property,
beyond juet legal ownergnlp:

- Whexe S& handed over mgt of indugibial
Ckate in ROOL, but finally rwegictered
_in aels, it & held that the axewee

IHELD!' the mopesty &nce Roo6.
{Stewart vI¢ Lloyd (ndia tid (2o1b)

lcol~- 4 )

Thuwatsahon |

A Farmer, being Resident of Jaipur; sold his Rural Agricultural Land situated in Nepal and

received Indian Rupees 2 Lakhs over the cost of acquisition of this land. Explain the taxability
of the sale.

Soluh o’ ‘
¥PS per Sec (W, vuval agncultural landks
N INDIA &+ CAapitxl AasLes
% In the glven Cage Hoymer gold ruval AL N
Nepal i~ ol¢ India + therefore, it ie o Ch4

oftyacts Ch+t=x.
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[lustration - Relinquishment of Right to Acquire a Property - N 09, N 95

3-Star & Company, a Partnership Firm entered into a contract to purchase an immovable
property. The agreement was not honoured by the Seller. Therefore, the Firm filed a suit for

specific performance of contract against the owner. Ultimately, a compromise was arrived at.
In terms of the compromise, the Owner agreed to pay 3-Star & Co. ¥ 15 Lakhs as
consideration. State with reasons whether the receipt should be treated as in the nature of
Capital Gain in the hands of the Firm.

1. Principle:

(@) Right to acquire a property is a Capital Asset. Any sum received as consideration for
the relinquishment of such right is a transfer. [Vijay Flexible Containers 188 ITR 699
(Bom.)]

(b) Capital Gains = Consideration received (-) Amount paid for such right.
2. Analysis and Conclusion:

(@) In the given case, the compensation received to release the right to acquire property of
% 15 Lakhs is chargeable as Capital Gains.

(b) The expenses incurred to realise such compensation shall be allowed as a deduction.
(c) Cost of Acquisition shall be NIL.
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2. Types of capital assets [Section 2(42A) + Section
2(42B) + Section 2(29AA) + Section 2(29B)]

T. Why caprital axetc are divided into Leng
resm + ghort +evm ?
The Jox. incidence Oln ch dependf vpon
whethey the Ch (€ €T/ LT LTCO IS genex
—ally faxable at lowey Tare.

. gommay of +he concept

v N%

Shovt Long
erm ’reim
\ 4 N J
STCH STCh  \LTCH LTCG

(S:aLyaAYy - (gaLyp) {L@RIARY £ CABY)

A) Shovt—4eyrm

1> pefinition of 2TCA (Cection LU’ ]
(424) '"short-term capital asset" means a capital asset held by an assessee for not more than
9[twenty-four] months immediately preceding the date of its transfer :

Provided that in the case of a security 19[***] listed in a recognized stock exchange in India or a
unit of the Unit Trust of India established under the Unit Trust of India Act, 1963 (52 of 1963) or a
unit of an equity oriented fund or a zero coupon bond, the provisions of this clause shall have

effect as if for the words !!"[twenty-four] months", the words "twelve months" had been
substituted:

a) €TChA Shall it aualify ok a capit=l
aget-
b) heneyal PuspPoge holding pemod
Cw-ef- A3+ ay)

—

F aym| immediately preceeding
the date of tsangfer.
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c¢) gpecial case of HP:
% Recumyty |igted on any RSE
¥ Onpe of OTI
¥ OnitS of Equity oriented fond-
¥ Teyo— COovPon bondg.
— \/7 e

—

F 1R M| immediately preceading
the date of tsangfer.

d) Tabu\as pretentation < Broades analysg)y

Trangtey fook placte
Patficulaz on |aftey B etove
3 |#laory | &3[F aoay

I Ligted Eai[Psef | 1am |am
ghasesd

& Li€+ted deben-tusel M & M
Cox) Bonde

3 Lisfed hovt gecy, | & M | & M
denVatinet ere

L Ligted onitg of & m R M
VTI

€ Lnligted ONR Of | M |&m
VT |

6 Unite of Equity & M lam
onented fund CLigted)

£ Uni of EOF & M 1] M
CON li &ted)

8. Ligted LN of-Dett | & ™M 36Mm
omented fund

q- vnligted LNHE of Dett RYm 36mM
omnented fond

10'Licter' S CB & M lam

L-'onligted' &CR | & M 1 m
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Trangtes ook plate
Pathculaz oN [afteyr B etote
3 |[#aory | ’3[H oAy

1R:UNLigted €Eay|Pyetf Ym & &m
ghaves

12-UNL{g ted deben-fures y M Y m
Cos) Bonde

lq-UnL(g{red hovt gecy, Y m QY M
denvVarives ere

IS-lmmovable pPaoPp X4 M QY M

l6:ANY Other movable UL M a24m

[ZrOPerty

e T I\watsahon:

B state, giving reason, whether the asset is short-term or long-term in the cases
given below:

1.
2.

3.

X purchases a house property on March 10, 2023 and transfers it on June 6, 2024.

Y purchases listed shares in an Indian company on May 10, 2023 and transfers it on
August 6, 2024.

Z acquires units of an equity oriental mutual fund on August 7, 2023 and he transfers
these units on August 10, 2024.

A purchases diamonds on September 12, 2022 and gifts the same to his friend B on
December 31, 2022. B transfers the asset on October 20, 2024.

C purchases unlisted shares in a company on November 21, 2022; the company
transfers shares in the name of C: January 5, 2023). These shares are transferred by

C on December 20, 2024.
Solufion’
Alee AR et min- B#P P-oH Natuse
X fovLe QM lGm -+ Fd | STCAH
Y Ligted showes | &m l4m+3%+d | LTCAH
x UNIR of eoF | &m lam+3d | LTCh
% | plamonad’
Cother mov: 4 m >a4m LTCA
aKek)

C un ligted aym > 4m (TCh
Shates

% Tn cake of a&etf adg) by way of gift ete

gec 9D wtll atkact £ POH of previoul owney
gha\l g\gp be contidered:
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R Defn of STCh [Section 2 Cyae)]

(42B) "short-term capital gain" means capital gain arising from the transfer of a short-term capital asset

3. pefn of LTCH [Lection RCAAAA))

(2944) "long-term capital asset" means a capital asset which is not a short-term capital asset

4 Pefn of LTCGH{Section LR B))

(29B) '"long-term capital gain" means capital gain arising from the transfer of a long-term capital asset

NOte: Pemod of holding af feovided in the
explanation 1o S RCYAM will be discused
at the wTeLpective Ovea:
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3. Transfer concept

a. Definition of Transfer [Section 2(47)]

(47) "transfer", in relation to a capital asset, includes,—

me
ans (i) the sale, exchange or relinquishment of the asset ; or
— (ii) the extinguishment of any rights therein ; or
oNnl \J (iif) the compulsory acquisition thereof under any law ; or

<§m Q_t> (iv) in a case where the asset is converted by the owner thereof into, or is treated by him as,
stock-in-trade of a business carried on by him, such conversion or treatment ; or

(iva) the maturity or redemption of a zero coupon bond; or

. (v) any transaction involving the allowing of the possession of any immovable property to be
N\ Ud% taken or retained in part performance of a contract of the nature referred to in section 53A
of the Transfer of Property Act, 1882 (4 of 1882) ; or

(vi) any transaction (whether by way of becoming a member of, or acquiring shares in, a

QA ‘%‘D co-operative society, company or other association of persons or by way of any agreement
: be: \ or any arrangement or in any other manner whatsoever) which has the effect of
(Ll beva : . | .
transferring, or enabling the enjoyment of, any immovable property.

CD?) Explanation 1.—For the purposes of sub-clauses (v) and (vi), "immovable property" shall have the
< .—ﬁ Q‘\"]Dn> same meaning as in clause (d) of section 269UA.

Explanation 2.—For the removal of doubts, it is hereby clarified that "transfer" includes and shall
be deemed to have always included disposing of or parting with an asset or any interest therein, or
creating any interest in any asset in any manner whatsoever, directly or indirectly, absolutely or
conditionally, voluntarily or involuntarily, by way of an agreement (whether entered into in India or
outside India) or otherwise, notwithstanding that such transfer of rights has been characterised as
being effected or dependent upon or flowing from the transfer of a share or shares of a company
registered or incorporated outside India;

Analys s

* Definifion 1g inclugive in nNature. 'includee-
% Definition ie applicable only I+ guch transfer
£ N Tvelafion o Q capitslaiet
Cec: éZCtPF) veadk as
trangtets 'in velahon 4o a capital aet -
% 8ale g a tangfey ar per <- &C‘-FDCO

* Agsezment
ge\levm Buyer
paytield

¥ Cn
% T'7 of ownesghip
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% Exchange g a fsangfey

S SN

Pesson ~ | PEYSON—R

poop

converhon of pref- Lnawel
into equity naves -

% Relingulghment (& a tsansder
‘Relinguigh = withdmaw
= abandon
AR = Ceale do hold
- Relingguignment ghould be In welation
‘0 akset : s o W W W
‘N cape of Telinuwighment, the aset il
pe JlvenUp by the Perton and continuek to
be held by gome othey percon
Ce\T We Ramlklal maneckeial > C€C)

% Exdinguignment 18 a fandtey
- £xXhnguighment genevally means
- t04al dettsucton
- ferymination
- Extinction of Capttal aget:
- Extinguignment 12 used in relatien o
Nahk £ not gxket

Eg' Reduction of gnarve captixl:
No1el!

% Redn of [wet  fharel = 2ale = Transtey
% Redn of gc¢= cxtinguightng zightf= Tk
{ lcarhilceya Larabhal v|¢ CI1T)

% Dighmbution of capit=l agetg = T'% VIS
VPoN Y digoluh on ¢LCk)
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% Pogptners bange nis capital aket into
the bugness = T¥ = £ <)

* Tyanlfey on compulgory aca)jvitiiion
‘e per Cec alLyuF)(itD
— compul¢oy acqpn of Capital akelt
onder any law €2 wegarded at t
(Wil be digcoKed in detall at <4<

€ convexaon of CA Iinto < [T
(wtl ve digcoked in detafll at ¢4

* QOwaT% of ZCB = T = £ ACLEH) (VD

To YeaAr Tio
I I
Teaued - Redeemed
(@ @
dig¢count- paY
(Cay XR0) (Lay 3300)

| diff=3I280=C% |

¥ Pon tyancachionk ‘ -

= Theye & an agveement In wnting blw
buyey + Leller.

— Puvtuant +o dhat agreement, <eller
¢ giving pokesnon ot that property
to the buy=<er:

—> Buyer pald an agreed congideration
do the Leller.

—> BUT conweyante deed (¢ yebt to be
executed + Yegn (< pending.

[N ¢vce ChRke, though legal ownereulp

& not paked, &Il [t {¢ regarded at

a  tsandfer.
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¥ Txn providing the enjoyment of Immovable
Propevty

(vi) any transaction (whether by way of becoming a member of, or acquiring shares in, a
co-operative society, company or other association of persons or by way of any agreement
or any arrangement or in any other manner whatsoever) which has the effect of
transferring or enabling the enjoyment of, any immovable property.

_Co-~- OP Hov&g SOC’,leJrg_

EEeE
owner
00 3030 2>
o [ e

one

sesdential onit

=1000. membexk

= |on{t toeach {4 enjoy TP
= CO~0p fo(iety come oUtHdey
mo nlced fonda T
By Vittue fsom membex Cn —— Trangdey

of mem bey gulp
Transfesred mlauip
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O |b. Transfer - when effective? ( From he Judiciany)

I Property —

movab\e immoVable
J J
TiHe o a movable U J
property pakes at Oenexal Th Care
the fime when the caxe ot POR
mopevty ¢ delivered J Tah
purcuant to contract | TiHe willnot N
of <ale pas till the  (Lupva)
conveyomce
Nk N J deed 1 ex+
Aerual  Qgmbolic  conchuctive  ¥egd-
.. But tyig
| y(Mapati Venkatasamiah effective not
< al Vi<W Ty < from DOR but
fsom DOE-

c. Computation of Capital gains [Section 48]
(&chedvle of computation)

Pagheulaz<
Full value of congideration { FvoQ
Expenges ON tvan-t=y (Note)
Net congaevation (1) - ()
coct of acgyvigton
coc¢t of improvement
Capital gains (3)-(y) - (<)
ExemphOnL Ve £4— G 1 note)
Taxable Capit=xl gain (6) - (F)

A
=z
o

xxxxxxxx§
><><><><><><><><F‘;
KR X X x x Xx(
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Note:

- Only cueh expenditure incuyyed wyholly +
exclugvely n connectHon with guch fvangfer
Shall be conéthdeyxed-

R ExempHhont Ul¢ Sy~-S4H ave not available
DO LT+ LT Clh INn 8ame way. Some exempriong

oxe not allowed in caze ot <TCH-
{will be discuoed gepevatrely in exemptions

Segment)

3 Treatment of gecurvtics txn fox CSTT)
{ 74 provigo o £- 48>

Provided also that no deduction shall be allowed in computing the income chargeable under the head
"Capital gains' in respect of any sum paid on account of securities transaction tax under Chapter VII of the

Finance (No. 2) Act, 2004.

_In cause’ of purChate of

NE
) Co™) J
Eq 2h thoo a Onits of Bugine
REE fougt tHhwd REE
| pay & T T |
==
allowed ak g cmf
N ¥elahen to +¥-
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(O | d. Transactions not regarded as transfer [Section 47]
|- Opening no+e.
X~ gection 4F CcoOveX CiIv¥eumsgtemnces  which
ave Nnot vegarded at dvangfey UlH Ch.

# Thevefore , even though a capital aget I8
involved, <gtill it i< not vegarded ax +\¥

and hence, no H+=xliability OH CO: Thig
can be oUndergrood as ondey

charxge of 4o Ol Ch

Case |CA VIS QWY T VIs 4tF [ CG
\ v v v
v P

> v X

X > X

> Covered '0l¢ %

% 8ec Ut is& not an Independent gection.
It i dependant on many intcvliinking
concept one Should harmoniougly vead
N that connection. Sechong That need

CIOLK Teference [ncl\udes
ec A(aY)

S b)) CiX) )
S
44l + £ 4acy)
S8
S R_LG2D)
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Q- Situatione and analyasg

a. Partition of HUF [Section 47(i)]

Nothing contained in section 45 shall apply to
(?) any distribution of capital assets on the total or partial partition of a Hindu undivided family

ANalysg:
%X Theve 1€ a HUF-
% That HUF & oUndergoing the Ppartition.
¥ In the due courge of pPartition, capital akef
ave digtbuted 1o family membex-
¥ Such distbution = Trangfer vIls §F CO
=+ Sec 4 <) £ 4=t on CG

HOF
NSRS
6 1 elq o
whia iyl
Wb | 1F | 1&[19| >0
12,3 ----2o="CH
No:- of - membea= |0

HUF 1Q getting

pathhoned (each . Tig i€ ceen as

membey of HUF ¢ 7 a ve locating of

enhtted to A CHS- CA to the joint
ownext who alseady
own 1t

¥ tolding pened ot transferee in cagte of
Subgegent tsansfer — KPP of previows owner
ie included {expl [()(b) Ho Sec ACYIAAD)
(flw Sec 490 D)
% co&t o Twansfevee — oSt o previoul

owNer + Improvements.
49. (1) Where the capital asset became the property of the assessee—

(/) on any distribution of assets on the total or partial partition of a Hindu undivided family;

the cost of acquisition of the asset shall be deemed to be the cost for which the previous owner of the
property acquired it, as increased by the cost of any improvement of the assets incurred or borne by the
previous owner or the assessee, as the case may be.
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* Thwtrationg:

[+ A house property is purchased by a Hindu undivided family in 1950 for Rs.40,000. It
is given to one of the family members in 2024-25 at the time of partition of the family.

p Since, HP being a 'CA’ ig given at the time
of pastition, it 1 Nnot rvegasded at tsansgfer.
Hence, NO +et ON caprsl gaing.

& “X (HUF) is a Hindu undivided family. The family acquires a residential house
at Delhi for Rs.5,10,000 on April 1, 2023. The family undergoes complete partition on
November 1, 2023 and the residential house is allotted to Y, a member of the family (fair
market value on November 1, 2023 is Rs.6,00,000). Y sells the house on March 15, 2025
for Rs.6,90,000. Determine the amount of chargeable capital gains in the case of X (HUF)

and Y. <R"_' P>

A Thig aHsact€ 3 Conceptc namely ——
J
) \ \

Tox tseament = TaxX tseatment Determinotion
N Hends of N dhe handg ~  of perod of
HOF & of ~family holding
nmembey

\ \ N
Dealt by £ Dealt by £¢qC) Dpealt by &
Gt () + 2 4s0D & Cuan)

\ J
Not a +¥ Tt is at'v Ch, CLT]ST)

~+ + dependd on
No Ch+=X =X on Ch POH by pwev
+ o wney

com= colt o PO

N/ N/ \

Tor = - Fvoc = T 690000 Port fsom
&) con = (T o000 I|y]x3 —1<[2R¢C
QTCH = T o000 [<lekthan &imy

(<TCR)
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3 Cllwatsation explaining sationale behind the
ooV & OoN

| cagefacis: XCHUF)
Family membexX = X +Y
Bl a2 at march 31, Roay

Liabilities B pKetS 3
Capital alc Houde prop (M- V)
X 60,000 T 60,000
Y || £0;000 - |, £0;000
| (0,000 KR10,000
Othey detaile

Hobvce T — COA: 210,000

DoA : Mmay 31,2083
hovge ™. — CcoOf © T 40,000
pop . July 10,2033

2 optiong availavle in the cousie of pasttion

N \

CDPh'\lcin | OpHi cz;—&
HOF may <Lell Hoovge * HOUF, ingtead of distabuh
T 4T and the Lale —Ng caxh aftey paying
Cn — ChH may be Chtax, may diS 2y bute
divided blw X £ Y The afetk divecty o

X4 Y aond that digtabuil
INn this case, there —on g not a fsangfer 4
i1 an immediate theveby NO Ch =
buyden of Ch Jo * Theyedose , the capit=l

aPpreciation i-e F X0;000

iNncase of H-T ard

3 110,000 In coge Of H—-1D

€ not gubject to cotox
% But dhis not a permanent

exemption. [F X’ cellk
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R—T ‘o an outrxdey on
APH\ 20,8034 @ R 64000
then, not only his gain
of 000 but 4=x fsee
capital gain of ¥ <0,000
which @ not cubject 4o
toor eaxlier will aléo be

+Hx Ol Cch
N T
VAUS =  b%000
@ Con(Po) = (lps000)
g-qqc\)Z Ch (mrX) = S%000

O |b. Gift by Individual or HUF [Section 47(iii)]
(Amataw-ef I ag)
|- Iam\) igoﬂ Nothing contained in section 45 shall apply to the following transfers

(iii) any transfer of a capital asset by an individual or a Hindu undivided family, under a gift or will
or an irrevocable trust;]

PN oT_amendment Post amendment
' Ay t'y of cA byany|'Any trangfer of CH
pevton, bndey a gift| by individual [HUF,

oy wtll ox an {vrevoc | under a gift |t/ 2T
—~able tust 1« not f< not a fanefer'
a_tsangfex!.
Ratfionale ot amendment:
PvioY 4o amendment, company's vced argue
that gift by them witll not afbact Ch dox
T Pplug s |acvna FRROAS made an amendment
femoving companiet ond including only individual
T HUF-

|- Baxc provigion:
* Theye 1S a transfexr of CAH
# made by Tndividual [HUF { w-e-f- \-g-&s}
X 10 any  pesson
% Twangfey ¢ made at a Gift | will/ (ry- pust,
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=+
Trsangfer uls ¢F

=+
48 + Lg%

2 Inter— connected provigiong £L-4a()+ £ 9Ly
T ¢ xb(2))

Jection 49:

49. (1) Where the capital asset became the property of the assessee—
(i7) under a gift or will;

the cost of acquisition of the asset shall be deemed to be the cost for which the previous owner of the
property acquired it, as increased by the cost of any improvement of the assets incurred or borne by the
previous owner or the assessee, as the case may be.

(4) Where the capital gain arises from the transfer of a property, the value of which has been subject to
income-tax under clause (vii) or clause (viia) or clause (x) of sub-section (2) of section 56, the cost of
acquisition of such property shall be deemed to be the value which has been taken into account for the
purposes of the said clause (vii) or clause (viia) or clause (x).

Sechon Sb(2) (XD
(x) where any person receives, in any previous year, from any person or persons on or after the 1st day

of April, 2017 —

(a) any sum of money, without consideration, the aggregate value of which exceeds fifty
thousand rupees, the whole of the aggregate value of such sum;

(b) any immovable property,—

(4) without consideration, the stamp duty value of which exceeds fifty thousand rupees,
the stamp duty value of such property;

(B) for a consideration, the stamp duty value of such property as exceeds such
consideration, if the amount of such excess is more than the higher of the following
amounts, namely:—

(i) the amount of fifty thousand rupees; and
(if) the amount equal to ten per cent of the consideration:

Provided that where the date of agreement fixing the amount of consideration for the
transfer of immovable property and the date of registration are not the same, the stamp
duty value on the date of agreement may be taken for the purposes of this sub-clause :

Provided further that the provisions of the first proviso shall apply only in a case where
the amount of consideration referred to therein, or a part thereof, has been paid by way of
an account payee cheque or an account payee bank draft or by use of electronic clearing
system through a bank account or through such other electronic mode as may be
prescribed, on or before the date of agreement for transfer of such immovable property:

Provided also that where the stamp duty value of immovable property is disputed by the
assessee on grounds mentioned in sub-section (2) of section 50C, the Assessing Officer
may refer the valuation of such property to a Valuation Officer, and the provisions of
section 50C and sub-section (15) of section 155 shall, as far as may be, apply in relation to
the stamp duty value of such property for the purpose of this sub-clause as they apply for
valuation of capital asset under those sections:

Provided also that in case of property being referred to in the second proviso to
sub-section (1) of section 43CA, the provisions of sub-item (i7) of item (B) shall have
effect as if for the words "ten per cent", the words "twenty per cent" had been substituted;

(¢) any property, other than immovable property,—
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(4) without consideration, the aggregate fair market value of which exceeds fifty
thousand rupees, the whole of the aggregate fair market value of such property;

(B) for a consideration which is less than the aggregate fair market value of the
property by an amount exceeding fifty thousand rupees, the aggregate fair market
value of such property as exceeds such consideration :

Provided that this clause shall not apply to any sum of money or any property received—

(/) from any relative; or
(II) on the occasion of the marriage of the individual; or
III) under a will or by way of inheritance; or
y way

expin (d) below <Lec <b(2) CNiD)

(d) "property" means the following capital asset of the assessee, namely

(/) immovable property being land or building or both;
(ii) shares and securities;
(iii) jewellery;
(iv) archaeological collections;
(v) drawings;
(vi) paintings;
(vii) sculptures;
(viii) any work of art; or
(ix) bullion:

expn below & sb62) (X)
(a) the expressions "assessable", "fair market value", "jewellery”, "relative" and "stamp duty
value" shall have the same meanings as respectively assigned to them in the Explanation

to clause (vii); and

"non

3 Holding peviod {Expln [ (k) to £ CLIAY
POH (P 0) shall be added:

4 AhalYag

Guitted ChH onlesk he guffer

/\ “ax VS S6(2)(X)
DON O Toansfey DoNnee /

N} (& 4FH(RD)
g 4<% { AcQyUITer Cp
- uygyx vlg LAl mode)
ChX
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Concept dealt by £ <b(X)
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FmV = (At B+ C+D-L) % PV

N-e - Agtets

N alue

PV= Paidup value of gifted gharer

pe= Paldupeq value of nowet.
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(O c. Transfer by Holding Company [Section 47(iv) riw section 2(42A) +
section 49]

(iv) any transfer of a capital asset by a company to its subsidiary company, if—

(a) the parent company or its nominees hold the whole of the share capital of the subsidiary
company, and

(b) the subsidiary company is an Indian company;

| A& Per gection (FCIV)

T'%
H-Co C A £ .Co
co —| CO—2
J N + T4 Ol
Holds 100 % Tndian Co 4t
g Cap In &Co £ 2 u<

cithey by it<elf =+ £ 4S8
Cov) by i1 neer
Note'® T covex only immediate gsubgdiozy
and the defn ax gfated in 2 (L)
_of cComponieR A€t R0OIB donoct apply
{lalindit investmentt (PHUd vis 1T
C Ay) B<)

R: AS peY gection 494N

49. (1) Where the capital asset became the property of the assessee—
(e) under any such transfer as is referred to in clause (iv) or clause (v) or clause (vi) or clause (via)
or clause (viaa) or clause (viab) or clause (vib) or clause (vic) or clause (vica) or clause (vich) or

clause (vicc) or clause (viiac) or clause (viiad) or clause (viiae) or clause (viiaf) or clause (xiii) or
clause (xiiib) or clause (xiv) of section 47,

the cost of acquisition of the asset shall be deemed to be the cost for which the previous owner of the

property acquired it, as increased by the cost of any improvement of the assets incurred or borne by the
previous owner or the assessee, as the case may be.

. COA(L£Co) = COA O the Previouit owney
— COA ‘0 Pavent Company.

3 Penod of holding: (expl (1))

Explanation 1.—(i) In determining the period for which any capital asset is held by the assessee—

(b) in the case of a capital asset which becomes the property of the assessee in the
circumstances mentioned in sub-section (1) of section 49, there shall be included the
period for which the asset was held by the previous owner referred to in the said section ;

Poh C&:Co) = Include the PoH —to P.o-CHCY



CA KOUSHIK MUKHESH 36

(O d. Transfer by Subsidiary Company [Section 47(v) r/w section
2(42A) + section 49]

47. Nothing contained in section 45 shall apply to the following transfers

(v) any transfer of a capital asset by a subsidiary company to the holding company, if—

(a) the whole of the share capital of the subsidiary company is held by the holding company,
and

(b) the holding company is an Indian company :

- A& Pex gecton WAHCV)

Ty

H-CO/P\ 2. .Co
co —| CO—2X2

J + 7% Ll
Hold&x 100 Y% 4+
& Cap \n &Co + (Indian + g uL
cithew, by itelf Co) =+ £ 4S8
coy) by HL n'ees
Note . Tt covexrk only  immediate gubgdiozy
_ and the defn as &kated in £ Q8T
of Ccompon\et Aet , 3013 donot apply
{lalindt investmentt (AU vis 1T

C Ay H<)

R AS pex ectiomn 49D

49. (1) Where the capital asset became the property of the assessee—
(e) under any such transfer as is referred to in clause (iv) or clause (v) or clause (vi) or clause (via)
or clause (viaa) or clause (viab) or clause (vib) or clause (vic) or clause (vica) or clause (vich) or

clause (vicc) or clause (viiac) or clause (viiad) or clause (viiae) or clause (viiaf) or clause (xiii) or
clause (xiiib) or clause (xiv) of section 47,

the cost of acquisition of the asset shall be deemed to be the cost for which the previous owner of the

property acquired it, as increased by the cost of any improvement of the assets incurred or borne by the
previous owner or the assessee, as the case may be.

COA(CH Co) = COA O The Previout owney
— COA 0 fubsy Company.

3 Penod of holding: (expl (1))

Explanation 1.—(i) In determining the period for which any capital asset is held by the assessee—

(b) in the case of a capital asset which becomes the property of the assessee in the
circumstances mentioned in sub-section (1) of section 49, there shall be included the
period for which the asset was held by the previous owner referred to in the said section ;

Por CH Co) = Include the PoOH o Po-(SCY



CA KOUSHIK MUKHESH 37

(O e. Transfer in scheme of amalgamation [Section 47(vi) riw section
2(42A) + section 49]

47. Nothing contained in section 45 shall apply to the following transfers

(vi) any transfer, in a scheme of amalgamation, of a capital asset by the amalgamating company to the
amalgamated company if the amalgamated company is an Indian company;

[ T‘Y
CA £ T'v Yl
Aling /Kamalgny\ Aled 4F(N Q)
Co Co * S ux
Cx ) Cy)  F & 47
{ Recon&tuted Co
':L;d“\an Coy
- conlhr'ed Co) = conCP o) (& LHCD>

= conCA'ng Co)

3. PoHCAled Co) = “includer PoH of
A'ng co <expl 1LY (L)
1o & RLY2R))
f. Transfer in scheme of amalgamation of foreign Company [Section
47(via) rlw section 2(42A) + section 49]

Nothing contained in section 45 shall apply to the following transfers
any transfer, in a scheme of amalgamation, of a capital asset being a share or shares held in an
Indian company, by the amalgamating foreign company to the amalgamated foreign company, if—
(a) at least twenty-five per cent of the shareholders of the amalgamating foreign company
continue to remain shareholders of the amalgamated foreign company, and

() such transfer does not attract tax on capital gains in the country, in which the
amalgamating company is incorporated;

T!7Y op
1 F-co cA—\ F-co
Cx Inc) Cy InC) ghqtceg ot
CA'ing) CA'ed) INdian Co
s—Ccndns——
4 sy of €H + + c¢ on guch
of AingF-c Ty in the

- counfoy N which
Sk ?:%Cf\Lcd A'Ing Co iS inc
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(O g. Transfer in amalgamation of Banking Company [Section 47(viaa)
r/w section 2(42A) + section 49]

Nothing contained in section 45 shall apply to the following transfers —

(viaa) any transfer, in a scheme of amalgamation of a banking company with a banking institution
sanctioned and brought into force by the Central Government under sub-section (7) of section 45
of the Banking Regulation Act, 1949 (10 of 1949), of a capital asset by the banking company to the
banking institution.

Ty + Ty
+ g ygs
m + e
Bank — 1 /{Analgoma N pank-2 = CG
—hony

Pol + COA o acquitey (Supia)

common interlinkkage 4oy prec) —C9)

PIOVISD 1X o & Sb(2)(X) weadst ai undey

Provided that this clause shall not apply to any sum of money or any property received—

(IX) by way of transaction not regarded as transfer under clause (i) or clause (iv) or clause (v)
or clause (vi) or clause (via) or clause (viaa) or clause (vib) or clause (vic) or clause (vica)
or clause (vich) or clause (vid) or clause (vii) or clause (viiac) or clause (viiad) or clause
(viiae) or clause (viiaf) of section 47; or

Total Pot
------------------------------------------------------ = POH~—I
+ Por-&

=+ Taxr
=& T CIF 0<)

* S =gsb0)(X)
+ 4% PoVi €0 1X

Note. Al Sectiond on clawte (Vi) +(vit) Telating
de—mergey ete owe dealt <eperafely in
a chapter called 'Busine&K re-orvganigation'
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INTERCONNECTED PROVISION [SECTION 47A(1)]

Withdrawal of exemption in certain cases.

47A. (1) Where at any time before the expiry of a period of eight years from the date of the transfer of a
capital asset referred to in clause (iv) or, as the case may be, clause (v) of section 47,—

(7) such capital asset is converted by the transferee company into, or is treated by it as, stock-in-trade
of its business; or
(if) the parent company or its nominees or, as the case may be, the holding company ceases or cease to
hold the whole of the share capital of the subsidiary company,
the amount of profits or gains arising from the transfer of such capital asset not charged under section 45 by
virtue of the provisions contained in clause (iv) or, as the case may be, clause (v) of section 47 shall,
notwithstanding anything contained in the said clauses, be deemed to be income chargeable under the head
"Capital gains" of the previous year in which such transfer took place.]

T BaxnCc pooVvIiEon

eiempt
ole LIV \yw: 0/
W 0-< (W) H-Co
TC

Exemption will gtay intact only
Q conde owe Langfied

|
J N2

c—1 C -2
Sub&diany Tlee Co doean't
conhnue to convert CA
be O0S nto g 1T

| >1< €y
Dol

I Congeaqyuence of violation :
¥ Exempton gwmnted LIS ¢F(W) + (V) &nall
be wtthdyawn:
¥ T of PY(ty) = wecomputed.
¥ Section (1o (FB) apply.
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Cec\¢x (#B) rveads al ondey

(7B) Where in the assessment for any year, the capital gain arising from the transfer of a capital asset is not
charged under section 45 by virtue of the provisions of clause (iv) or, as the case may be, clause (v) of
section 47, but is deemed under section 47A to be income chargeable under the head "Capital gains" of the
previous year in which the transfer took place by reason of—

() such capital asset being converted by the transferee company into, or being treated by it, as stock-
in-trade of its business ; or
(ii) the parent company or its nominees or, as the case may be, the holding company ceasing to hold
the whole of the share capital of the subsidiary company,
at any time before the expiry of the period of eight years from the date of such transfer, the Assessing
Officer may, notwithstanding anything contained in this Act, recompute the total income of the transferor
company for the relevant previous year and make the necessary amendment ; and the provisions of section
154 shall, so far as may be, apply thereto, the period of four years specified in sub-section (7) of that section
being reckoned from the end of the previous year in which the capital asset was so converted or treated or in
which the parent company or its nominees or, as the case may be, the holding company ceased to hold the
whole of the share capital of the subsidiary company.]

4 4 yeax 4
1 Time timtt for Pa%\‘mﬂ

eEnd of amendment:
FY of- oO¥dex-
violaton

1. congegjuences on Tee

Since fhe exemption granted (g withdwauwn,
acqyuigition ghall be congdeved uvnder £-4¢qlD,
thevefore,

con (Tlee) £ COR by PO

Pott CTlee) = Tncl PoH by Po

con (Tee) = Aetual COR = £ 49 (3)

Pott (Tlee) = Aetual Pon

g4a(3) veadk ai vndey

(3) Notwithstanding anything contained in sub-section (1), where the capital gain arising from the transfer of
a capital asset referred to in clause (iv) or, as the case may be, clause (v) of section 47 is deemed to be
income chargeable under the head "Capital gains" by virtue of the provisions contained in section 47A, the
cost of acquisition of such asset to the transferee-company shall be the cost for which such asset was

acquired by it.

— odher concepte on Hr wlill be covered
Cepevately at +he end of thig chapter:
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4. Special cases of transfer (Part - 1)

+* Digtbuhion of aget by companiet in
liqyuidation
¥ Reduction of chawe capit=l

K BUY back of Shares — amendment
¥ Reverse motstgage

a. Distribution of assets by companies in liquidation [Section 46 and all
other relevant provisions]

|- A& per gechon 46C1):

46. (1) Notwithstanding anything contained in section 45, where the assets of a company are distributed to
its shareholders on its liquidation, such distribution shall not be regarded as a transfer by the company for
the purposes of section 45.

¥ The opening lines !notwithstanding any+hing

P contained in gection ¢s- -
clearly Show that Lection yb shall operate

independent of gection 4&-

¥ Digmbution of aZet€ by companiez In Lan
i not a tsangfer LI GF ag pex cection (bLI):

& concept dealt — Dlagramatic prezentation

Digtm buhon

Tyvan <fer
)

Prs’}/sc—\s
{which incl

Co C_c\p-qf«g@kﬁ) £H
LigyLidation
L ye4s xS Inthe hands of Coy
S48 K

CG X
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3. Intevconnected gection — £ KRR )
{impact in the hands of &H)

(22) "dividend" includes—

(c) any distribution made to the shareholders of a company on its liquidation, to the extent to
which the distribution is attributable to the accumulated profits of the company
immediately before its liquidation, whether capitalised or not ;

Dighs) bution att butable
= fro povhonate

N/
Ccapitaligced/
on date non- cqpﬁ:x\md
Lian of co)

Deemed oA
dividend

capitaliced NON-capitliced

N

{ BONLE 2hate (ghown at a
included in Past of R+
the capit=t|>

B[S

eh-capital  2:100L
CincludexZT200 > Capitmlised A P.
Bonue shawel)

R+& %NDT\——CC:\PHCX\\'Q&:! AP.

AP=F &0L + TF-BL = TF-|00L
Cap  Non —Cap
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4 Tox implicationg on Lian — gpecial cage
ec: Gb(C)

(2) Where a shareholder on the liquidation of a company receives any money or other assets from the
company, he shall be chargeable to income-tax under the head "Capital gains", in respect of the money so
received or the market value of the other assets on the date of distribution, as reduced by the amount
assessed as dividend within the meaning of sub-clause (c) of clause (22) of section 2 and the sum so arrived
at shall be deemed to be the full value of the consideration for the purposes of section 48.

bign
Of
HE—
Ch need< +o
NN be computed
money  othey ag&kewk {ar pex
g-¢g)

Logical_explanation
{ Tayaknshna tem vallabhadas Chojdd
<\/LJ@Llcuma“6 pudhio-CgcH>

— Company goet into liavidahon

— opon Liwn, company comeg iNto an end.
— ghayes ot compcmg endxs

— Righ® in guch gharer = ends

— BEnd of 7ight = extinguicshment 0l< et
— ex-hinguignment of mghik - Trangfey

money TS
+ — PY (ch) = PYCdigtn)
othey aKeig — PYCT)= PYCLiqn)
— ENC = monhey +
( Ligin) Frv COthey
agek)
excluding — DIV UI¢
dividend >RA) CC)
Olg *CAADCC) — COA = CORCZh)

% Cec Yyb(r) vietl the woTdt 'veceives any ,
money | Other aglete --
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s Pemod of holding — Sec aCURA) T(w expl
L (D) )

Explanation 1.—(i) In determining the period for which any capital asset is held by the assessee—

(a) in the case of a share held in a company in liquidation, there shall be excluded the period
subsequent to the date on which the company goes into liquidation ;

PorH end on the day freceeding
the date of Lign-:
Date of acayd  Date of Uan

L Held pietn |
| Dererminatior| Relevant for |
of HP Cth compn -
cxtinguishment
happened
PYUCT'Y)

6 Tox implicationd on cubLeqent transfer
— ec €£(CHCH) D =Ccof of CA

(iif) where the capital asset became the property of the assessee on the distribution of
the capital assets of a company on its liquidation and the assessee has been
assessed to income-tax under the head "Capital gains" in respect of that asset
under section 46, means the fair market value of the asset on the date of
distribution ; <Coﬂ Cech acg; oN digt) = Fmnv Cch) on

date of-

( Ligyn)
N’ -y v’
1O compencate S48 v’
EOR LPON the FVOC = Salevalue
Uan of Co — coa = (FmY on Daie of
{8:€s(2)Ch) Ciil) digtn)
S U6 POt = Staytes on the date

of digtm by the
company.
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F.- Tox ‘Wmplicationk it covldn't be charged
Vg y4b6C2) — & yalNcul) e

49. (1) Where the capital asset became the property of the assessee—
(c) on any distribution of assets on the liquidation of a company,
the cost of acquisition of the asset shall be deemed to be the cost for which the previous owner of the
property acquired it, as increased by the cost of any improvement of the assets incurred or borne by the
previous owner or the assessee, as the case may be.

{Ligny
N Sy v’
To compensaie S 48 v7
EOR LPON the FVOC = Salevalue
Lian of co — coA = (FmY on Dae of
CEs(ayChYCHAD digtmn)

J
S 4ECDN Z Nnot agcerianablke

S 4alniii)e) )y
v = (COA 1o The
preVioul OWNET.)
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2. Tluwtsation
ooz
— X puschaieg wooo eqoity £hoser in Y Hd on
lbth apnl 200 @ T &%
—vy \4d goet imrto Liggh on Joune acth R0a¢:
Ble ag on acth Jone aoat (9
4O,000 ES {00,000 ||0,000 Debg Of 2ZHY 800000
@ T 10jeach
ACC fpofit 30,00,000 |CAXh TN Hand 6,900,000

TOkal 300,000 34,00,000

% Debentures ave lisgted, COR= I AL,
POA = tgtmag ROR3-

— ARe are digtribued o sH

— X gete 1,000 dekk N 2 id C MY =7 3;20,000)

— X algpe got T 60,000 (N Cakh on June 26

— X trangdexred on - 6™ apdl a0RE (000 debg
for T 3110,000-

Explain fox congeq)yvencel.

T. Tax consequencest in the handg of co
A2 PeY 8- 4b(D
Digtmibution of aelk by the company at
the Hime of liguidation 4 trangfey £ < (<
+ 242 =* CG:

. NDOthing & daxable in the handk of
company U|H Ca&-

.. Tax conceaqvencer in the hande of <H
Thie hat ‘o calculared in & different

gcen omog

a) vpon dig) buhon
% Deemed dividend vlg (&) C)
* capital gains vls gb6(2)




CA KOUSHIK MUKHESH 47

b) Upon ve- tvangfeyr

Capital gaing vls £ )Cb) CLLD
Calculatone ase af ondex

N N
o) Cb)
VpPoN VpON SUbLegyuent
digtbution tsangfey
\J N
N J FVOC = T 3/10,000
As pex Aspex Sec &) CORA = (TR 80,000
Lechon ¢6C2D CFmv on
a3 CD Date of
\? ANY digkibotion  digm)
Any digtmbuhion 4 over +above the gTCH = T 30,000
o the extent deemed diVidend
of 'AP'= Dividend component . {Pou: 26thJune
N LS J Qy o &
% of 8H= 10% money secd = 360,000 apnl RS>
0% of SC= TG00 () MV of aKek: IR,20,000
A ctually @ Deemed div =(R - 3,00000)
Tecd =32 340000 FEyOC = 3 46,000
Dep'€ = 3 R,80,000 > coh =(3 8,000
Cagh= 2 60000 CHCLT) = T 33000

¢+l date of ligin)
Amt paid = T 3,00,000
out of 'Af' = Div VIS

R (R CC) -
Taxavle Olt |FOoS
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b. Reduction of share capital (Section 2(22)(d) + other relevant sections)
— d4ax. im plicahons

T. Baze peoviknon g >R

(d) any distribution to its shareholders by a company on the reduction of its capital, to the
extent to which the company possesses accumulated profits which-arose-after the-end-of

the-previeus-year-ending-next-before-thetst-day-ofAprib 1933, whether such accumulated

profits have been capitalised or not ;

8- 23D (d)

Dividend
ncludes

DIt bution | = Dee_med oL
dividend

CO Iz
{Vpon Tedvehon
of- ghase capitl)

A4
The extent of

AP on date of digmn

&
NG RN

capit=liged Non - Capirliged

T. Exclugont som deemed d{vidend

v N

Sec alaR) (V) Sec- QL) (V)

Redemphon of Reduction at the
rseference Shawes +me of demerges.



CA KOUSHIK MUKHESH 49

|- 8ec 3RACD):

but "dividend" does not include—

(i) a distribution made in accordance with sub-clause (c¢) or sub-clause (d) in respect of any

share issued for full cash consideration, where the holder of the share is not entitled in the
event of liquidation to participate in the surplus assets ;

Digtibution t0  Pref - €1 VpPon Tedemption
of PS =+ Dividend vls aclaa) ()

QL Sec A\

(v) any distribution of shares pursuant to a demerger by the resulting company to the

shareholders of the demerged company (whether or not there is a reduction of capital in
the demerged company).

At the fime of demergey, the SC of the
demevyged co 1€ Tedvuced and YerulT

cofwj’_\\a (Kue Shares o the L of Db?o.
guch dige buton ef nawes &= dDividend

Olg R(ADCA)
% = pemerger = £C
digie buted

/ —E \
SH Dividend R:Co

{p Coy Vg R03)(d)

TT Accomvulated profite of ﬁ'—\-fnca co
CExpl A f0 & (AR

Explanation 24.—In the case of an amalgamated company, the accumulated profits, whether

capitalised or not, or loss, as the case may be, shall be increased by the accumulated profits,
whether capitalised or not, of the amalgamating company on the date of amalgamation.

algamx

N

5

A ing

&) A'ted Co
Blg /\
R4 @/ L2 )@\
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IV - capital gaing — [tagthilkeya V: Laxabhal
Cach) —+
G- Nagagimhan CL¢)

Opon oN ROLC

exinguichment of nghtL

Tryon&fey

N

Capital gaing need o be
computed.:

"nolc by a company and paytng off the
balangénto SH would veault in ' e-o0-R'".
The amount yec'd by dhe 8H on 'Rocc'
the (29 i€ of “Qd" in “dividend and net
aket on' ligguidation ig extinguigned: Lo,
wtll be attsacted where a company veduce
the fxce value fsom 1,000 4o T- L0 /&Y
by paying T -AL0[gy 10 The St of the

Company."
L Fyoc = money + Fmyv Cother agkei)
— Dividend vl acaa)le)
R COA = COA of extinguighed part
of 2haves.
T \\uktsation
vpon ROLC iN a Co
N2 Cghqb’e') NZ
Extingui€hed Non-extinguighed

part ’X% \ paxst
Deddcth ble
coﬁ/
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et gay, coit/gh = T [,§00
. & Reduction=(ZF- 600)
{Revited> FV /g = T (oo
fhare
N
N J
Ex-hNgUI ¥hed N ON—-exhngulgned
Part part
\ J
3T 600 2400
?'1/000 % [, 000
= 60% = Qo%
i Con
N
\ ' N
EP N E P
%
2 ,S00X b0% T | L00X 4 0%
=200 =3 - 600
X Tuwtsahons
ad Bls
B - Cap T R,00,000 |ASRei< 3 3,060,000
CBonus n
of T £D,000) P£LLCDY) T [|00,000
CyeditoAk T R00,000| Balance
T L, 00,000 T (L,00,000

company weducet €h-Cap by I [,00,000 by
geting ot P£LCDY) Bal

Solvhon:
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i€ No deemed dividend ouls a3DCA)

X Theve
>Nce .

- Company hat no acc profite (except BY
- No digh bution of agetk o SH-

bd
BIsS
Ba) €n-Cap T R,00,000 |Caxh 3 'R,50,000
CBonud n
of T £,000) PLLCDY) T || S0/000
Resexver T R00000| Balance
T &, 00,000 T L,00,000

cage T Company redvuced capital by T (L0000
by gett{ng off PLLLDY) palance.

caseT: Company reduces capital by ;0,000
by gefonding the caxh o &t-

goluhon:
case T: Not a deemed dividend {svupray

cage IL:
ad computation of acc: profuit
Reserver = % 2,00,000
& PLLCDY) = (2 |, £0,000)
) Bonus capital = I+ SD000
AP total = T.1,00,000 = Deemed ak
div 0l¢ aEE)



CA KOUSHIK MUKHESH 53

c. Reverse Mortgage - Tax implications [Section 47(xvi) + Sec 10(43)]

47. Nothing contained in section 45 shall apply to the following transfers
(xvi) any transfer of a capital asset in a transaction of reverse mortgage under a scheme made and
notified by the Central Government;

T.. concept of normal mortgage

Loan

Com pe ON
Y- A Bank

mottgages hig H
{gecuniy’ /N

Re—paid In Emi1's

A%

N
/7

. concept of weverde mortgage

a' pusning his
2uUb gtinence

MnoYtgag
hig HP

Loan 1N
—aC periodic ingtalment

{trsoughout hic (ife)

b UpoN hig death’

SeUA HP
Bank Buyex

pay_€n)
\l/

N

|- APPBO pnated o wa¥dL R Balance |eftoul
loon + ©[< inferest = given to tegal hei¥
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. Exemnpted 4sangfer

vle 4FCxyv L)

NY
Reveree movstgage
=S
Tyanlfey et computshon
X 84C comes only I bank
% € 4R gellr froperty .
> CG

v Exemphtion Ol& 10(43)
Perodical gom wec'd = Taxable

= EXempt VI (0043)

,,; RM - Awonachalam CLC)

Loan

X v

W
HP

Laer mY: X dieg

J Repdi 100m
Son— + of¢ int
{inherite) =

velease the n'g.
Later on

son —2&ll& 5 pyyer
cn

= 8- 4< COA CLyaqlcn)
= .48 COACPO) | X XX
= Ck

+ Lean paid: X X X
+ Pyt Oﬁ%ﬁz X X X
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conver<Lly, iteeping Al faek inact, it the

m'gy doein't dig, he weleacet the mlg by

paying 1oan + ol< intevest, then frrevioul
coselauw €hall not apPPly

+

COA = Aetual COHA

_\._

{ Jagadigh chandyan CeC)y




CA KOUSHIK MUKHESH 56

d. Buy-back - Tax Implications [Section 46A +Section 2(22)(f)]
(O Amended w.e.f 1st October, 2024

Pnory amendment Pogt amend ment
FoY CO. FoYT Co
PoOmegtic company NO o

ghall pay = @

3 RAb% (0% + 1% t4%) FoT SH .

on {Refer 2ec ybLA

Buy back pncte = X xXx + 2 D)y
&) ue pice incl = (xxX)

Rrem|1OmMm

Taxable pagt = KX X

FoY Eit:
Exempt OIS 10(3¢A)

T CecHon UbKN:

Capital gains on purchase by company of its own shares or other specified securities.

46A. Where a shareholder or a holder of other specified securities receives any consideration from any
company for purchase of its own shares or other specified securities held by such shareholder or holder of
other specified securities, then, subject to the provisions of section 48, the difference between the cost of
acquisition and the value of consideration received by the shareholder or the holder of other specified
securities, as the case may be, shall be deemed to be the capital gains arising to such shareholder or the
holder of other specified securities, as the case may be, in the year in which such shares or other specified
securities were purchased by the company:

42[Provided that where the shareholder receives any consideration of the nature referred to in sub-clause (f)
of clause (22) of section 2 from any company, in respect of any buy-back of shares, that takes place on or
after the 1st day of October, 2024, then for the purposes of this section, the value of consideration received
by the shareholder shall be deemed to be nil.]

T Cechion (A CF):

(22) "dividend" includes—
2[(f) any payment by a company on purchase of its own shares from a shareholder in
accordance with the provisions of section 68 of the Companies Act, 2013 (18 of 2013);]
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T . TaxX implicatong
ad gec ybA.

Cn= B>

CG 18
caolcvloted
ak oNnNaer

Pagticulox T

Fvoc NIL { poViko)
& CoA (X XX)

sTer)erer [ (XXX)
PYCCN) = PY(BRD

b) Sec (aa)F):

cn=8B

Deemed
ak dividend

T\wiyahon
On March 3, 2025, X Ltd. purchases its own shares (face value: Rs.10, amount offered to
shareholders: Rs.90 per share). Y is one of the shareholders. He holds 2,000 shares (cost
of acquisition: Rs.27 per share, year of acquisition: 2007-08). He gets Rs.1,80,000.

I Tax implicahonk in hands of company =
XU (€ not liable 4o pay any Hxx .

R- Tox implicationt in hands of CH:

A Old Ch F
Fvol = NIL

— COA = (s y,000)
LT CL = (£G,009)

- Thig can be glo only againt (TCh Incy-
- Thige can be |4 4o glo x LTCh — €MY.
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B- OlH | Fog,
T 1, %0,000 tecd on BB= Pividend
= o @ NoOYmal
TAtER -




