Understanding tax liability on property sale
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My paternal grandfather
bought a residential plot in
1972 for 16 lakh in Delhi.
Hedied in 1991 and the land
was inherited by my father.
My father built a house on
the land in 1995 and gifted
the house (and land on
which it is built) to me in
2011. I sold the house in
September 2023 for 15.5
crore. | have purchased a
residential flat in Benga-
luru this month for 13.5
crore. Thisis my first house
purchase (harring the one |
was gifted by my father).
What is my capital gain tax
liability? Can I get tax bene-
fit under section 54F?
—Manuja Sindhu

The proceeds from the sale
of your residential house in
Delhi for 15.5 crore will be
subject to taxation as long-

term capital gains at a rate of
20%, with the benefit of index-

ation.

(siven that the property was
acquired before 2001, the cost
ofacquisition can be either the
original cost of the property or
its fair market value as of 1
April 2001, at the option of the
taxpayer. Additionally, the fair
market value on 1 April 2001
should not surpass the stamp

ASK MINT
TAXATION

duty value, ifavailable, for the
property on the same date.
Professional property valuers
can assist in determining both
the fair market value and
stamp duty value needed for
calculating the capital gain.
The cost of improvement
encompasses all capital
expenditures incurred for
additionsor alterations to the
capital asset on or after | April
2001, whether undertaken by
vour father or vourself.

To avail exemptions, it's
crucial tounderstand that the
provisions of Section 34 of the
Income Tax Act (ITA) are

applicable in your case, not
Section 3F of the ITA. To be
eligible for benefits under Sec-
tion 54, the following condi-
tions generally need to be met:

The property sold must be a
residential property.

The capital gains from the
sale of the residential property
must be invested in the pur-
chase or construction of
another residential property
in India.

The new property should be
purchased either one year
before the sale or two years
after the sale of the original
property.

If constructing a new resi-
dential property, it should be
completed within three vears
from the date of the sale of the

original property.

The taxpayer should not
own more than one residential
house, in addition to the new
property being purchased or
constructed.

Given that this is your first
purchase and all the men-
tioned conditions are met, you
are eligible to claim an exemp-
tion under Section 54 of the
ITA. Once the capital gain is
calculated, you can invest the
sale proceeds in the residential
flat in Bengaluru. If the entire
capital gain amount is invested
in the new property, you may
qualify for a complete exemp-
tion from capital gains tax.

However, it's important to
be aware that there are restric-
tions on the new property
acquired using the capital
gains. Specifically, it cannot be
sold within three years from
the date of acquisition.

Selling the new property
within these three years will
result in the revocation of the
earlier claimed capital gains
tax exemption.
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