® YOUR QUERIES: INCOME TAX
No capital gains
tax on agricultural
land sale proceeds

B CHIRAG NANGIA

e I have sold agricultural land.

Dothesale proceedsatiract

capital gains tax? Isit

mandatory to showinITR?

—>5akshi Bhoir

Subjectto certain conditions,

agriculturalland is not considered

asacapital asset. Therefore sale

of agricultural land will not

attract capital gains tax

and shall requirea

disclosure under

Schedule Exempt

Income in the ITE.

® We have two residential
flats, both in the joint name of
mywifeand I{firstnamebeing
my wife's).One flat is rented out
andtherental incomeis
receivedin myaccount.Canl
consider this full rental income
in my ITreturn?
—Mohan Fillai

No, the rental income shall be
split between you and yourwife
equally in case of joint ownership.

@ My son joined acompanyasan
engineering intern and after
four months itwas converted
into regularemployment.
During internshiphe was paida
monthlystipendand TDS at
10% was deducted by the

Mew Delhi

employerunder Section 194
J(b).Will the stipend constitute
income and be subject to tax?
Also,are thereany deductions
allowed for income under this
section?
—TVMahadevan

As perSection 10(16)of
IncomeTax Act 1961, scholarships
granted to meet the costot
education are exempt from
income-tax. If the primary
purpose of payment of stipend is
to furtherthe educationand
training of the recipient, the
amount received shall not be
considered as salarybut inthe

scholarship.

elwant to transfer

some shares to the

demat accountsof my

daughter and NRIson

asa gift. Should 1
executea giftdeed?
—R S Agarwal
Since shares are considered

“movable property”,itis not
mandatory to execute a gift deed.
However, in order to create alegal
record, it is best to execute one. A
simple acknowledgement may
alsoserve the purpose.Further,
please note that capital
instruments are permitted to be
transferred to NRI by way of gift
subject to satisfaction of certain
conditions and guidelines of RBI
in this regard.

The writeris director,
NangiaAndersen India.
Send yourgueriesto
fepersonalfinance @

expressindia.com
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LTCG on auction of gold to
repay loan will attract tax

B CHIRAG NANGIA

Mywifewantstotake a goldloan
by pledging old ornaments.As
she willbe unable torepaythe
loan, shewill authorise thebank
to get the outstanding amount
liquidated by selling the pledged
ornaments.Willsheincurany tax
liability forauctioning theorna-
ments by thebank?

—Amitava Majumder

When pledged jewellery is

auctioned by the bank,long
termcapital gain (LTCG)
may arisein the hands of
yourwifeasthe
consideration has
indirectly been received by
her.Further, as per Section
55 of IncomeTaxAct, 1961
the fairmarketvalue of the
jewelleryas on April 1, 2001 may
beconsideredas its cost of
acquisition forthe purpose of
calculating the capital gain.

Is it compulsory foran NRItofile
ITR every year in India although
havingno income at all in India?
—Namewithheld
As per Section 139 ofthe I-T Act,
an NRlis not required mandatorily
tofileITRin Indiaifhe hasnot
earned any income from India.
However,there are certain
conditions / thresholds prescribed
underthe Act — deposit,
expenditureand other conditions
prescribed under Rule 12AB of the

Income-Tax Rules, 1962 which
mandate [TR filing.

lam planning tosell my flat. How
dolcalculate LTCG on it? Will it be
from thedateof getting the pos-
sessionorfrom the date of book-
ing the flat? What arethe costs
that I canadjust while calculating
the tax amount? Can [ avoid LTCG
taxif I invest thefull amount in
NHAI bonds?

—Vinod Auralia

Capital gain shall be calculated
on the basis of the date of transfer
of capitalasset, i.e, the dateof
registering the sales deed. Butin
casethe possession of theflatalong
with all other rightsin propertyare
transferred priortothedate of

registering sale deed, the same
shall be considered asthe
dateoftransferring the
property. The dateof
booking of flat may not
be materialfor this
purpose. While
calculating LTCGthe
following shallbe deducted
fromsale consideration:
Expenditure incurred whollyand
exclusivelyfor the purposeof
transfer, ndexed cost of
acquisition, ndexed cost of
improvement.

Asper Section 54EC,LTCG can
be invested in NHAI bondswithina
period of six months fromthe date
of transfer to availexemption,
providedthat thebondsare not
transferred within a period offive
years. Further,a maximum of ¥50
lakh canbeinvested in these bonds
forthe purpese of exemption.

I have incurred capital lossin
derivatives trading.Canl set it off

againstmy salaryincome?
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—Akash Gupta
Capitalloss from derivatives
trading cannot be set off against
income under the head ‘salary’

Howshould I compute the tax on
capital gainsafter selling units of
mutual funds?
—Alok Prasad

Capital gainsderived from sale of
listed equityshares,units ofequity-
oriented mutual funds held for a
period of more than 12 months
results in LTCGwhich are taxableat
the rate of 10% plus cess plus sur-
charge(ifapplicable),in excessof ¥1
lakh, with no indexation benefit.
However, if held for 12 months or
less,would result in short termcap-
ital gain (STCG)which istaxableata
rateof15%.

lam planningto transfersome
shares that I hold to mysonthis
year.What willbe thetaxation of
such transfers forme ormyson?
—Praveen Kumar
Froman income tax perspective,
gifting moveable property(sharesin
your case) to relatives does not trig-
ger taxation. Therefore, you may
transfer shares to your son without
attracting any tax liability in his
hands. Further,when he finally sells
these sharesreceived asa gift, for the
computation of capital gains, he
shall be entitled to include in his
period of holding, the period for
which the shares were held by you.
Moreover, the cost for which you
acquired the shares may be treated
asyourson's cost of acquisition.

Thewriteris director,
NangiaAndersen India.
Send yourqueries to
[fepersonalfinance@

expressindia.com
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