e Rationalisation
of capital gains
taxregime

THE FINAMCE MINISTER in her Budget
speech had proposed to reduce the tax
rate on gakns from the sale of
Immwovable assets from an earlier rate
of 2084 {with indexation) to 12.5%
{without indeation) forsale of
immovable assets on or after July 23,
2024 0Om the face of it the proposal was
perceived as detrimental to the
taxpayers, particularly ordinary people
who hold Imvmiovable property and
associated taxathon close to thelr

hearts. The proposal led to msch
consternation among taxpayers.

@ Old rules for
long-term capital
gains tax

BEFORE THE BUDGET 2024 proposal,
long term capital gains (LTCG) arising
from the transfer of an immovable
property were subject to tacat 2006,
with the benefit of indexation. Further,
forany properties acquired before April
1, 2001, while computing capital gains,
taxpayers could deduct the actual cost
of acquisition of the property or the fair
market valse of such propertyason
April 1, 2001, whichever is higher.
Obwiously, thehigher of the two
amounts would be deducted after
Indexation. Forthe said purpose, the
fair market value of a property as on
April 1, 2001 as per the provisions of
the Income-Tax Act, 1961, would be the
actual market valuee of the propertyor
its starnp duty valuwe, whichever is
lower, as om the said date.

LTCG TAX
AMENDMENT

i

Will re sate sectot

get its mojo back?

Theamendment to the Budget 2024 proposal on removal
of indexation benefit on property sales has given relief to
those who could be impacted by the retrospective taxation
element. Yogesh Kale explains howallowing property
owners to choose between the old and the new capital gains
tax regimes can givea fillip to the real estate sector

e What Budget 2024 originally proposed

N BUDGET 2024, the government

had originally proposed to tax long-
term capital gains {including the

gains accruing from sale of immaovable
property which was held by taxpayers

fior more than 24 months) at the rate
of 12.5% with abolishment of
indexation benefit, for all the
transfers taking place on or after July
23 2024,

LTCG TAX WITHOUT
INDEXATION OM SALE
OF PROPERTIES
BOUGHT OM OR AFTER
JULY 23, 2024

FOR PURCHASES
BEFORE THIS DATE,
OME CAM OPTFOR
LTCGTAXAT12.5%

WITHOUT INDEXATION

ORAT 20% WITH

MONTHS HOLDING
PERIODFORLTCGTO
APPLY OM SALE OF
IMMOVABLE PROPERTY

@ Amendments to LTCG on property sale

UPON RECENWIHNG VARIOLUS
representations, the government has
addressed the concems of taxpayers. The
fine print of the Finance (Mo, 2) Bill, 2024
passd by the Lok Sabha on'Wednesday
contains several amendments to the Bill,
including a grandfathering clause in
relation tothe long-term capital gains
from transfer of immovableproperties.

COMPARING THE TAX OUTGO

For property acquired durng

The grandfathering clausewould
provide an option to taxpayers
{individuals / Hindu Undivided Family)
tocalculate the tax on the long-term
capital gains from transferofan
immovable propenty acquired before fuly
23,2024, either at 1. 5% without
Indexation ar at 20% with indesxation,
whicheveris beneficial to the taxpayer.

Current

taxation™

Sale corsideraton (Fr26-25)
Fair Market value as on April 1, 20017

1,03,30,000 | 1,03,30,000 |1,03,30,000 |1,05,30,000

ot of scquisition in FYO1-02/FY21-22) 1000000 | 10,00000 B9,81000 | E9E1000
Cost inflation indesx - FYD1-02,/Fra1-22 100 | A 7| HA.
CH for FY24-25 143 | T 3| HA
Indexad cost of acguisition market | I |

value asen Apri 1, 2001 3430000 | 10,00,000 10284237 | E9EL000
Long term capital gan (LTOG) S700000 | 9330000 L5743 | 1349000
Tanrate 0% | 1250% 0% 1250%
Tax an LTCEG 1,340,000 | 11,468,250 9185 158828

*"125% without indexation

arirment in Fune besed on guarterly ciby-wse how SERY PTICES
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@ Impact on real estate transactions

THE INTRODUCTION OF grandfathering
provisions has definitely st torest the
anxdety anwongst the tavpavers who
already hold immovable property. The
provisions ensure that the taxpayers are
not at a loss because of remowal of the
Indexation benefits. Moreowver, the
presentation after the Budget showed
that extensive analysis was done by the
government behind the scenes and it
was demonstrated that reduction of tax
rate to 12.5% along with removal of
Indexation benefit would benefit
taxpayers in mamy cases. 5o, while the

concerns of the taxpayers who already
hold properties and plan to sell them in
the future are addressed by the proposed
amendments to the Finance (Mo 2 ) Eill,
2024, according to the analysis
publishid by the Centre, many of the
future bunyers may alsonotbe at aloss
due to the new tax rate of 12.5% without

indexation proposed in Budget 2024.
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