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E.—Capital gains
Capital gains.
6545. %5[(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
67[***] 6854, 54B, ®[***] 1["[54D, [54E, ®¥[54EA, 54EB,] 54F [, 54G and 54H]]1]1,
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.

The following sub-section (1A) shall be inserted after sub-section (1) of section
45 by the Finance Act, 1999, w.e.f. 1-4-2000 :
(1A) Notwithstanding anything contained in sub-section (1), where any person
receives at any time during any previous year any money or other assets under an
insurance from an insurer on account of damage to, or destruction of, any capital
asset, as a result of—
(i) flood, typhoon, hurricane, cyclone, earthquake or other convulsion of
nature; or

(ii) riot or civil disturbance; or

(iii) accidental fire or explosion; or

(iv) action by anenemy or action taken in combating an enemy (whether

with or without a declaration of war),

then, any profits or gains arising from receipt of such money or other assets shall
be chargeable to income-tax under the head ““Capital gains and shall be deemed
to be the income of such person of the previous year in which such money or other
asset was received and for the purposes of section 48, value of any money or the
fair market value of other assets on the date of such receipt shall be deemed to be
the full value of the consideration received or accruing as a result of the transfer
of such capital asset.
Explanation.—For the purposes of this sub-section, the expression “insurer” shall
have the meaning assignedtoitin clause (9) of section 2 of the Insurance Act, 1938
(4 of 1938).

65. SeeasoCircular No.23D(XXI11-6) of 1965 and Circular No. 751, dated 10-2-1997. For
details, see Taxmann’ sMaster Guideto |ncome-tax Act.

For relevant caselaws, see Taxmann’ sM aster Guideto |ncome-tax Act.

66. InsertedbytheFinanceAct, 1964, w.e.f.1-4-1964.“ (1)” deemedtohavebeenomittedwith
theomission of sub-sections(2) to (4) by theFinanceAct, 1966, w.e.f. 1-4-1966 and deemed
to have been inserted with the insertion of sub-section (2) by the Taxation Laws
(Amendment) Act, 1984, w.e.f. 1-4-1985.

67. Figure“53,” omitted by theFinanceAct, 1992, w.e.f. 1-4-1993.

68. “53,54and54B” substitutedfor “53and54” by theFinanceAct, 1970, w.e.f. 1-4-1970; “ 53,
54, 54B and 54C” substitutedfor “ 53, 54 and 54B” by theFinanceAct, 1972, w.e.f. 1-4-1973
and“53, 54, 54B, 54C and 54D" substitutedfor “ 53, 54, 54B and 54C” by theFinanceAct,
1973, w.ef.1-4-1974.

69. “54C” omitted by theFinanceAct, 1976, w.e.f. 1-4-1976.

70. Substitutedfor “and 54D” by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.

71. Substitutedfor“54D and 54E” by the Finance Act, 1982, w.e.f. 1-4-1983.

72. Substitutedfor “54E and 54F” by the Finance Act, 1987, w.e.f. 1-4-1988.

73. Inserted by the Finance (No. 2) Act, 1996, w.e.f. 1-10-1996.

74. Substituted for “and 54G” by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.
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5[ (2) Notwithstanding anything contai nedin sub-section (1), theprofitsor gains
arising from the transfer by way of conversion by the owner of a capital asset
into, or its treatment by him as stock-in-trade of a business carried on by him
shall be chargeable to income-tax as hisincome of the previous year in which
such stock-in-tradeissold or otherwisetransferred by him and, for the purposes
of section 48, the fair market value of the asset on the date of such conversion
or treatment shall be deemed to be the full value of the consideration received
or accruing as aresult of the transfer of the capital asset.]
[ (2A) ™Where any person has had at any time during previous year any beneficia
interest in any securities, then, any profitsor gainsarising from transfer made by the
depository or participant of such beneficial interest in respect of securities shall be
chargeabl e to income-tax astheincome of the beneficial owner of the previous
year inwhich such transfer took place and shall not beregarded asincome of the
depository who is deemed to be the registered owner of securities by virtue of sub-
section (1) of section 10 of the DepositoriesAct, 1996, and for the purposesof—
(i) section 48; and

(ii) proviso to clause (42A) of section 2,
the cost of acquisition and the period of holding of any securities shall be
determined on the basis of the first-in-first-out method.
Explanation.—For the purposes of thissub-section, theexpressions* beneficial
owner”, “depository” and “security””® shall have the meanings respectively
assigned to them in clauses (a), (e) and (l) of sub-section (1) of section 2 of the
Depositories Act, 1996.]
°[(3) Theprofitsor gainsarising from the transfer of acapital asset by aperson
to a firm or other association of persons or body of individuals (not being a
company or a co-operative society) in which he is or becomes a partner or
member, by way of capital contribution or otherwise, shall be chargeable to tax
ashisincome of the previousyear inwhich such transfer takesplace and, for the
purposes of section 48, theamount recorded in the books of account of thefirm,
association or body astheval ue of the capital asset shall be deemed to bethefull
value of the consideration received or accruing as aresult of the transfer of the
capital asset.
(4) The profits or gains arising from the transfer of a capital asset by way of
distribution of capital assets on the dissolution of afirm or other association of
persons or body of individuals (not being acompany or aco-operative society)
or otherwise, shall be chargeableto tax astheincome of thefirm, association or
body, of the previous year in which the said transfer takes place and, for the
purposes of section 48, the fair market value of the asset on the date of such

75. Inserted by the Taxation Laws(Amendment) Act, 1984, w.e.f. 1-4-1985. Original sub-
section (2) wasinserted by theFinanceAct, 1964, w.e.f. 1-4-1964 and | ater on omitted by
theFinanceAct, 1966, w.e.f. 1-4-1966.

76. Inserted by the DepositoriesAct, 1996, w.r.e.f. 20-9-1995.

77. See Circular No. 768, dated 24-6-1998for ‘ determinati on of date of transfer and period of
holding securitiesheldindematerializedform’.

78. Fordefinitionsof “beneficial owner”, “ depository” and“ security” under clauses(a), (e) and
(1), respectively, of section 2(1) of the Depositories Act, 1996, see Appendix One.

79. Insertedby theFinanceAct, 1987, w.e.f. 1-4-1988. Original sub-sections(3) and (4) were
inserted by theFinanceAct, 1964, w.e.f. 1-4-1964 and | ater on omitted by theFinanceAct,
1966, w.e.f. 1-4-1966.
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transfer shall be deemed to be the full value of the consideration received or
accruing as aresult of the transfer.]

8[(5) Notwithstanding anything contained in sub-section (1), where the capital
gain arises from the transfer of a capital asset, being a transfer by way of
compul sory acquisition under any law, or atransfer the consideration for which
was determined or approved by the Central Government or the Reserve Bank of
India, and the compensation or the consideration for such transfer is enhanced
or further enhanced by any court, Tribunal or other authority, the capital gain
shall be dealt with in the following manner, namely . —

(a) thecapital gain computed with referenceto the compensation award-
ed in the first instance or, as the case may be, the consideration
determined or approved in the first instance by the Central Govern-
ment or the Reserve Bank of India shall be chargeable as &income
under the head “ Capital gains’ of the previous year in which such
compensation or part thereof, or such consideration or part thereof,
was first received]; and

(b) theamount by which the compensation or consideration isenhanced
or further enhanced by the court, Tribunal or other authority shall be
deemed to be income chargeable under the head “ Capital gains’ of
the previous year in which such amount isreceived by the assessee.

Explanation.—For the purposes of this sub-section,—

(i) in relation to the amount referred to in clause (b), the cost of
acquisition and the cost of improvement shall be taken to be nil;

(ii) theprovisionsof thissub-section shall apply also in acasewherethe
transfer took place prior to the 1st day of April, 1988;

(iii) whereby reason of the death of the person who made thetransfer, or
for any other reason, the enhanced compensation or considerationis
received by any other person, the amount referred to in clause (b)
shall be deemed to be the income, chargeabl e to tax under the head
“Capital gains’, of such other person.]
82[(6) Notwithstanding anything contained in sub-section (1), the difference
between the repurchase price of the units referred to in sub-section (2) of
section 80CCB and the capital value of such units shall be deemed to be the
capital gains arising to the assessee in the previous year in which such
repurchase takes place or the plan referred to in that section is terminated and
shall be taxed accordingly.
Explanation.—For the purposes of this sub-section, “capital value of such
units’ means any amount invested by the assesseein the unitsreferred to in sub-section
(2) of section 80CCB.]

Capital gains on distribution of assets by companies in liquidation.
8346. (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 beregarded as atransfer by the company for the purposes

of section 45.

80. Inserted by theFinanceAct, 1987, w.e.f. 1-4-1988.

81. Substitutedfor ‘incomeunder thehead“ Capital gains’ of thepreviousyear inwhichthe
transfer took place’ by the Finance (No. 2) Act, 1991, w.r.e.f. 1-4-1988.

82. Inserted by theFinanceAct, 1990, w.e.f. 1-4-1991.

83. Forrelevant caselaws, see Taxmann’sMaster Guideto | ncome-tax Act.
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(2) Where ashareholder on theliquidation of acompany receivesany money or
other assets from the company, he shall be chargeabl e to income-tax under the
head “ Capital gains’, in respect of the money so received or the market value
of the other assetson thedate of distribution, asreduced 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.

The following section 46 A shall be inserted after section 46 by the Finance
Act, 1999, w.e.f. 1-4-2000 :
Capital gains on purchase by company of its own shares or other specified
securities.
46A.Where ashareholder 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 share-
holder or the holder of other specified securities, as the case may be, shall be
deemedto be the capital gains arising to such shareholder or the holder of other
specified securities, as the case may be, inthe year in which such shares or other
specified securities were purchased by the company.
Explanation.—For the purposes of this section, ““specified securities” shall
have the meaning assignedto itin Explanation to section 77A of the Companies
Act, 1956 (1 of 1956).

Transactions not regarded as transfer.
8447. Nothing contained in section 45 shall apply to the following transfers :—
(i) any distribution of capital assets on thetotal or partial partition of a
Hindu undivided family;

(“) 85[***]

(iii) any transfer of a capital asset under a gift or will or an irrevocable
trust;

(iv) anytransfer of acapital asset by acompany toitssubsidiary 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;

8[(v) any transfer of acapital asset by asubsidiary company to the holding

company, if—

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

(b) the holding company is an Indian company :]

84. Forrelevant caselaws, see Taxmann’sMaster Guideto | ncome-tax Act.
85. Clause (ii) omitted by the Finance Act, 1987, w.e.f. 1-4-1988. Prior to its omission,
clause (ii) stood asunder :
“(ii) any distribution of capital assetson thedissolution of afirm, body of individuals
or other associ ation of persons;”
86. Inserted by theFinanceAct, 1965, w.e.f. 1-4-1965.
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8’[Provided that nothing contained in clause (iv) or clause (v) shall

apply to the transfer of a capital asset made after the 29th day of

February, 1988, as stock-in-trade;]

any transfer, in a scheme of amalgamation, of a capital asset by the

amalgamating company to the amalgamated company if the amal-

gamated company is an Indian company;]

any transfer, in ascheme of amalgamation, of acapital 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 amalga-
mating foreign company continue to remain shareholders of the
amalgamated foreign company, and

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

The following clauses (vib), (vic) and (vid) shall be inserted after
clause (via) of section 47 by the Finance Act, 1999, w.e.f. 1-4-2000 :
any transfer, in a demerger, of a capital asset by the demerged
company to the resulting company, if the resulting company is an
Indian company;

any transfer inademerger, of acapital asset, being ashare or shares

held in an Indian company, by the demerged foreign company to the

resulting foreign company, if—

(@) atleastseventy-five per centofthe shareholders of the demerged
foreign company continue to remain shareholders of the resulting
foreign company; and

(b) suchtransfer does notattracttax on capital gains in the country,
in which the demerged foreign company is incorporated :

Provided that the provisions of sections 391 to 394 of the Companies

Act, 1956 (1 of 1956) shall not apply in case of demergers referred to

in this clause;

any transfer or issue of shares by the resulting company, in ascheme

of demerger to the shareholders of the demerged company if the

transfer or issue is made in consideration of demerger of the
undertaking;

any transfer by a shareholder, in a scheme of amalgamation, of a

capital asset being ashare or shares held by himintheamalgamating

company, if—

(a) thetransfer is made in consideration of the allotment to him of
any share or shares in the amalgamated company, and

(b) the amalgamated company is an Indian company;

87.
88.
89.

Inserted by theFinance Act, 1988, w.e.f. 1-4-1988.
Inserted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1967.
Inserted by theFinance Act, 1992, w.e.f. 1-4-1993.
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M[(viia) any transfer of acapital asset, beingbondsor sharesreferredtoinsub-

[ (viii)
[ (ix)

#“10)

*(xi)

(xii)

section (1) of section 115AC, made outside India by a non-resident
to another non-resident;]

any transfer of agricultural land in India effected before the 1st day
of March, 1970;]

any transfer of acapital asset, being any work of art, archaeological,
scientific or art collection, book, manuscript, drawing, painting,
photograph or print, to the Government or a University or the
National Museum, National Art Gallery, National Archives or any
such other public museum or institution as may be notified®® by the
Central Government in the Official Gazette to be of national impor-
tance or to be of renown throughout any State or States.

Explanation.—For the purposes of this clause, “University” means
aUniversity established or incorporated by or under aCentral, State
or Provincial Act and includes an institution declared under section
3 of the University Grants Commission Act, 1956 (3 of 1956), to be
a University for the purposes of that Act;]

any transfer by way of conversion of *[bonds or] debentures,
debenture-stock or deposit certificatesin any form, of acompany into
shares or debentures of that company;]

any transfer made on or beforethe 31st day of December, ¥[1998] by a
person (not being acompany) of a capital asset being membership of a
recognised stock exchange to acompany in exchange of shares allotted
by that company to the transferor.

Explanation.—For thepurposesof thisclause, theexpression“ mem-
bership of arecognised stock exchange” means the membership of
astock exchangein I ndiawhichisrecognised under the provisions of
the Securities Contracts (Regulation) Act, 1956 (42 of 1956);

any transfer of acapital asset, being land of asick industrial company,
made under a scheme prepared and sanctioned under section 18% of
the Sick Industrial Companies (Special Provisions) Act, 1985 (1 of
1986) where such sick industrial company is being managed by its
workers' co-operative :

Provided that such transfer is made during the period commencing
from the previous year in which the said company has become asick
industrial company under sub-section (1) of section 17°8 of that Act
and ending with the previous year during which the entire net worth

90.
91.
92.
93.
94.
95.
96.
97.
98.

Inserted by the Finance Act, 1992, w.e.f. 1-6-1992.

Inserted by theFinance Act, 1970, w.e.f. 1-4-1970.

Inserted by theFinance Act, 1976, w.e.f. 1-4-1977.

For notified publicinstitution, see Taxmann’sM aster Guideto | ncome-tax Act.
Inserted by the Finance (No. 2) Act, 1991, w.r.e.f. 1-4-1962.

Inserted by theFinance Act, 1992, w.r.e.f. 1-4-1962.

Inserted by theFinance Act, 1997, w.e.f. 1-4-1998.

Substituted for “1997” by the Finance (No. 2) Act, 1998, w.r.e.f. 1-4-1998.

For text of sections17 & 18 of the Sick Industrial Companies(Special Provisions) Act,

1985, see Appendix One.



S. 47

%[ (xiii)

(xiv)

(xv)

I.T. ACT, 1961 1.270

of such company becomes equal to or exceeds the accumulated

losses.

Explanation.—For the purposes of this clause, “net worth” shall

have the meaning assigned to it in clause (ga) of sub-section (1) of

section 3%2 of the Sick Industrial Companies (Special Provisions)

Act, 1985 (1 of 1986).]

where a firm is succeeded by a company in the business carried on

by it as a result of which the firm sells or otherwise transfers any

capital asset or intangible asset to the company :

Provided that—

(&) all the assets and liabilities of the firm relating to the business
immediately before the succession become the assets and liabil-
ities of the company;

(b) all the partners of the firm immediately before the succession
become the shareholders of the company in the same proportion
in which their capital accounts stood in the books of the firm on
the date of the succession;

(c) the partners of the firm do not receive any consideration or
benefit, directly or indirectly, in any form or manner, other than
by way of allotment of shares in the company; and

(d) the aggregate of the shareholding in the company of the partners
of the firm is not less than fifty per cent of the total voting power
in the company and their shareholding continues to be as such
for a period of five years from the date of the succession;

where a sole proprietary concern is succeeded by a company in the

business carried on by it as a result of which the sole proprietary
concern sells or otherwise transfers any capital asset or intangible
asset to the company :

Provided that—

(a) all the assets and liabilities of the sole proprietary concern
relating to the business immediately before the succession
become the assets and liabilities of the company;

(b) theshareholding ofthe sole proprietor inthe company is not less
than fifty per cent of the total voting power in the company and
his shareholding continues to so remain as such for a period of
five years from the date of the succession; and

(c) the sole proprietor does not receive any consideration or
benefit, directly or indirectly, in any form or manner, other than
by way of allotment of shares in the company;

any transfer in a scheme for lending of any securities under an

agreement or arrangement, which the assessee has entered into with

the borrower of such securities and which is subject to the guidelines
issued by the Securities and Exchange Board of India, established
under section 3 of the Securities and Exchange Board of India Act,

1992 (15 of 1992), in this regard.]

98a. For text of section 3(1)(ga) of the Sick Industrial Companies(Special Provisions) Act,
1985, see Appendix One.
99. Clauses (xiii) to (xv) inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-4-1999.
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{withdrawal of exemption in certain cases.
47A. ?[(1)] Whereat any time beforethe expiry of aperiod of eight yearsfrom
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,—
(i) such capital asset is converted by the transferee company into, or is
treated by it as, stock-in-trade of its business; or
(ii) theparent company or itsnomineesor, asthecasemay be, theholding
company ceasesor cease to hold the whol e of the share capital of the
subsidiary company,
the amount of profitsor gains arising from the transfer of such capital asset not
charged under section 45 by virtue of the provisionscontained in clause (iv) or,
as the case may be, clause (v) of section 47 shall, notwithstanding anything
containedinthesaid clauses, bedeemed to beincome chargeabl e under the head
“Capital gains’ of the previous year in which such transfer took place.]
2[(2) Whereat any time, beforethe expiry of aperiod of threeyearsfromthedate
of the transfer of a capital asset referred to in clause (xi) of section 47, any of
thesharesallotted to thetransferor in exchange of amembershipinarecognised
stock exchange are transferred, the amount of profits and gains not charged
under section 45 by virtue of the provisions contained in clause (xi) of section
47 shall, notwithstanding anything contained in the said clause, be deemed to be
the income chargeable under the head “ Capital gains’ of the previous year in
which such shares are transferred.]
3[(3) Where any of the conditions laid down in the proviso to clause (xiii) or the
proviso to clause (xiv) of section 47 are not complied with, the amount of profits
or gains arising from the transfer of such capital asset or intangible asset not
charged under section 45 by virtue of conditions laid down in the proviso to
clause (xiii) or the proviso to clause (xiv) of section 47 shall be deemed to be
the profits and gains chargeable to tax of the successor company for the
previous year in which the requirements of the proviso to clause (xiii) or the
proviso to clause (xiv), as the case may be, are not complied with.]

“[Mode of computation.
548. Theincome chargeableunder the head “ Capital gains’ shall be computed,
by deducting from thefull value of the consideration received or accruing
asaresult of thetransfer of the capital asset the following amounts, namely :—
(i) expenditureincurred wholly and exclusively in connectionwith such
transfer;
(ii) the cost of acquisition of the asset and the cost of any improvement
thereto:

Inserted by the Taxation L aws (Amendment) Act, 1984, w.e.f. 1-4-1985.

Inserted by theFinance Act, 1997, w.e.f. 1-4-1998.

Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-4-1999.

Substituted by the Finance Act, 1992, w.e.f. 1-4-1993. Prior to substitution, section 48, as
amended by the Finance Act, 1987, w.e.f. 1-4-1988, the Direct Tax L aws (Second Amendment)
Act, 1989, w.ef. 1-4-1990, the Finance Act, 1989, w.e.f. 1-4-1990 and the Finance
(No. 2) Act, 1991, w.e.f. 1-4-1992, read as under :

Hwnhp

(Contd. on p. 1.272)
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SProvided that in the case of an assessee, who is a non-resident, capital gains
arising from the transfer of a capital asset being sharesin, or debentures of, an
Indian company shall be computed by converting the cost of acquisition,

(Contd. from p. 1.271)
‘48. Mode of computation and deductions.—(1) Theincome chargeableunder thehead
“Capital gains’ shall becomputed,—

@

(o)

by deducting from thefull value of the consideration received or accruing asa
result of thetransfer of the capital asset thefollowing amounts, namely :(—
(i) expenditure incurred wholly and exclusively in connection with such
transfer;

(ii) thecost of acquisition of theasset and the cost of any improvement thereto :
Provided that in the case of an assessee, who is anon-resident I ndian, capital
gainsarising fromthetransfer of acapital asset being sharesin, or debenturesof,
an Indian company shall be computed by converting the cost of acquisition,
expenditureincurred wholly and exclusively in connectionwith such transfer and
thefull value of the consideration received or accruing asaresult of thetransfer
of the capital asset into thesameforeign currency aswasinitially utilised inthe
purchase of the shares or debentures, and the capital gains so computed in such
foreign currency shall bereconvertedinto Indian currency, so however, that the
aforesaid manner of computation of capital gainsshall be applicableinrespect
of capital gainsaccruingor arisingfromevery re-investment thereafter in, andsale
of, sharesin, or debenturesof, an Indian company.

Explanation.—For the purposes of thisclause,—
(i) “non-resident Indian” shall have the same meaning as in clause (e) of
section115C;

(ii) “foreigncurrency” and“Indian currency” shall havethe meaningsrespec-

tively assigned tothemin section 2 of theForeign Exchange Regul ation Act,
1973 (46 of 1973);

(iii) theconversionof Indiancurrency intoforeign currency andthereconversion
of foreign currency into Indian currency shall be at the rate of exchange
prescribedinthisbehalf;

wherethecapital gainarisesfromthetransfer of along-term capital asset (hereafter
in this section referred to, respectively, as long-term capital gain and long-term
capital asset) by makingthefurther deductionsspecifiedin sub-section (2).

(2) Thedeductionsreferredtoin clause (b) of sub-section (1) arethefollowing, namely :—

@

()

wheretheamount of long-term capital gainarrived at after making thedeductions
under clause (a) of sub-section (1) does not exceed fifteen thousand rupees, the
wholeof such amount;

in any other case, fifteen thousand rupees asincreased by asum equal to,—

(i) inrespect of long-term capital gainso arrived at rel ating to capital assets,
being buildingsor landsor any rightsin buildingsor landsor gold, bullion
orjewellery,—

(A) inthe case of acompany, ten per cent of the amount of suchgainin
excess of fifteen thousand rupees;

(B) inthecaseof any other assessee, fifty per cent of the amount of such
gaininexcessof fifteen thousand rupees;,

(ia) inrespectof long-term capital gain so arrived at rel ating to equity sharesof

venture capital undertakings,—

(A) inthecaseof acompany, other than venturecapital company, thirty per
cent of the amount of such gainin excess of fifteen thousand rupees;

(B) inthecaseof venturecapital company, sixty per cent of theamount of
such gainin excessof fifteen thousand rupees;

(C) inany other case, sixty per cent of the amount of such gainin excess
of fifteen thousand rupees;

(Contd. on p. 1.273)
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expenditure incurred wholly and exclusively in connection with such transfer
and the full value of the consideration received or accruing as a result of the
transfer of thecapital asset into thesameforeign currency aswasinitially utilised
in the purchase of the shares or debentures, and the capital gains so computed

(Contd. from p. 1.272)
(ii) inrespect of long-term capital gain so arrived at relating to capital assets
other than capital assetsreferred toin sub-clauses (i) and (ia),—
(A) inthecaseof acompany, thirty per cent of theamount of suchgainin
excess of fifteen thousand rupees;
(B) inany other case, sixty per cent of the amount of such gainin excess
of fifteen thousand rupees:
Provided that where the long-term capital gain relates to both categories of capital
assetsreferred to in sub-clauses (i) and (ii), the deduction of fifteen thousand rupees
shall beallowed inthefollowing order, namely :—

(1) thedeductionshall first beallowed against long-term capital gainrelatingtothe
assets mentioned in sub-clause (i);

(2) thereafter, thebalance, if any, of thesaidfifteen thousand rupeesshall beallowed
asdeduction against long-term capital gainrel ating to the assetsmentionedin sub-
clause(ii),

and the provisions of sub-clause (ii) shall apply asif references to fifteen thousand
rupeestherein werereferencesto theamount of deduction allowed in accordancewith
clauses (1) and (2) of thisproviso:

Provided further that, inrelationtotheamount referred toin clause (b) of sub-section (5)
of section 45, theinitial deduction of fifteen thousand rupeesunder clause (a) of thissub-
section shall bereduced by thededuction already all owed under clause (a) of section80T
intheassessment for theassessment year commencing onthe 1st day of April, 1987, or
any earlier assessment year or, asthe case may be, by thededuction allowed under clause
(@) of thissub-sectioninrelationto theamount of compensati on or consideration referred
toinclause(a) of sub-section (5) of section 45 and referencestofifteenthousand rupeesin
clauses (a) and (b) of thissub-section shall be construed asreferencesto such reduced
amount, if any.

Explanation.—For the purposesof thissection,—

(a) “venturecapital company” meanssuch company asisengagedinprovidingfinance
to venture capital undertakings mainly by way of acquiring equity shares of such
undertakings or, if thecircumstancessorequire, by way of advancingloansto such
undertakings, andisapproved by the Central Governmentinthisbehalf;

(b) “venturecapital undertaking” meanssuch company asthe prescribed authority
may, having regardtothefollowingfactors, approvefor the purposesof sub-clause
(ia) of clause (b) of sub-section (2), namely:—

(1) thetotal investmentinthecompany doesnot exceed ten crorerupeesor such
other higher amount asmay be prescribed;
(2) thecompany doesnot haveadequatefinancial resourcesto undertakeprojects
forwhichitisotherwiseprofessionally or technically equipped; and
(3) thecompany seeksto employ any technol ogy whichwill resultinsignificant
improvement over the existing technology in Indiain any field and the
investment in such technol ogy involveshighrisk.
(3) Thedeductions specified in sub-section (2) shall be made al so for the purposes of
computing any lossunder the head “ Capital gains” insofar asit pertainsto any long-
term capital asset and, for thispurpose, any referencein that sub-section to theamount
of long-term capital gain arrived at af ter making thedeductionsunder clause (a) of sub-
section (1) shall beconstrued asreferenceto theamount of lossarrived at after making
the said deductions.”
5. Forrelevant caselaws, see Taxmann’sMaster Guideto | ncome-tax Act.
6. Seerulell5A.
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insuchforeign currency shall bereconverted into Indian currency, so, however,
that the af oresaid manner of computation of capital gains shall be applicablein
respect of capital gains accruing or arising from every reinvestment thereafter
in, and sale of, sharesin, or debentures of, an Indian company :

Provided further that wherelong-term capital gain arisesfrom the transfer of
along-term capital asset, other than capital gain arising to a non-resident from
thetransfer of sharesin, or debentures of, an Indian company referred to in the
first proviso, the provisions of clause (ii) shall have effect asif for the words
“cost of acquisition” and “cost of any improvement”, the words “indexed cost
of acquisition” and “indexed cost of any improvement” had respectively been
substituted :

[Provided also that nothing contained in the second proviso shall apply to the
long-term capital gain arising fromthetransfer of along-term capital asset being
bond or debenture other than capital indexed bondsissued by the Government.]
Explanation.—For the purposes of this section,—

(i) “foreign currency” and “Indian currency”® shall have the meanings
respectively assigned to them in section 2 of the Foreign Exchange
Regulation Act, 1973 (46 of 1973);

(ii) the conversion of Indian currency into foreign currency and the
reconversion of foreign currency into Indian currency shall be at the
rate of exchange prescribed in this behalf;

(iii) “indexed cost of acquisition” means an amount which bears to the
cost of acquisition the same proportion asCost | nflation Index for the
year inwhich the asset istransferred bearsto the Cost I nflation Index
for thefirst year in which the asset was held by the assessee or for the
year beginning on the 1st day of April, 1981, whichever is later;

(iv) “indexed cost of any improvement” meansan amount which bearsto
the cost of improvement the same proportion as Cost I nflation Index
for theyear inwhichtheasset istransferred bearsto the Cost Inflation
Index for the year in which the improvement to the asset took place;

(v) “Cost Inflation Index” for any year means such Index asthe Central
Government may, having regard to seventy-five per cent of average
rise in the Consumer Price Index for urban non-manual employees
for that year, by notification® in the Official Gazette, specify in this
behalf.]

Cost with reference to certain modes of acquisition.
1049. 11[(1)] Where the capital asset became the property of the assessee—

7. Inserted by theFinanceAct, 1997, w.e.f. 1-4-1998.
8. Fordefinitionof “foreigncurrency” and“Indian currency” see footnote35onpagel1.62
and footnote 69 on page 1.246, respectively, ante.
9. Notified Cost Inflation Index for following financial year isasunder :
1981-82: 100/1982-83: 109/1983-84: 116/1984-85: 125/1985-86: 133/1986-87: 140/1987-
88: 150/1988-89: 161/1989-90: 172/1990-91: 182/1991-92: 199/1992-93: 223/1993-94:
244/1994-95: 259/1995-96: 281/1996-97 : 305/1997-98: 331/1998-99: 351.
10. Forrelevant caselaws, see Taxmann'sMaster Guideto Income-tax Act.
11. Inserted by theFinance(No. 2) Act, 1967, w.e.f. 1-4-1967.
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(i) onany distribution of assetson thetotal or partial partition of aHindu
undivided family;
(ii) under agift or will;
(iii) (a) by succession, inheritance or devolution, or
12[(b) onany distribution of assets on the dissolution of afirm, body of
individuals, or other association of persons, where such dissol u-
tion had taken place at any timebeforethe 1st day of April, 1987,
or]
(c) on any distribution of assets on the liquidation of acompany, or
(d) under atransfer to arevocable or an irrevocable trust, or

(e) under any such transfer asisreferredtoin clause (iv) *°[or clause
(V)] *¥[or clause (vi)] *®[or clause (via)] of section 47;

1¢[(iv) such assessee being aHindu undivided family, by the mode referred
to in sub-section (2) of section 64 at any time after the 31st day of
December, 1969,]

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.
"[Explanation.—In this ¥ sub-section] the expression “ previous owner of the
property” in relation to any capital asset owned by an assessee means the last
previous owner of the capital asset who acquired it by a mode of acquisition
other than that referred to in clause (i) or clause (ii) or clause (iii) °[or clause
(iv)] of this?[sub-section].]
21[(2) Where the capital asset being a share or shares in an amalgamated
company which is an Indian company became the property of the assessee in
consideration of atransfer referred to in clause (vii) of section 47, the cost of
acquisition of the asset shall be deemed to be the cost of acquisition to him of
the share or shares in the amalgamating company.]
22[(2A) Where the capital asset, being a share or debenture in a company,
became the property of the assessee in consideration of atransfer referredtoin
clause (x) of section 47, the cost of acquisition of the asset to the assessee shall
be deemed to be that part of the cost of debenture, debenture-stock or deposit
certificates in relation to which such asset is acquired by the assessee.]

12. Substituted for thefollowing sub-clause (b) by the Finance Act, 1987, w.e.f. 1-4-1988:

“(b) onany distribution of assets on the dissolution of afirm, body of individualsor
other association of persons, or”

13. Inserted by theFinanceAct, 1965, w.e.f. 1-4-1965.

14. Inserted by theFinance(No. 2) Act, 1967, w.e.f. 1-4-1967.

15. Inserted by theFinanceAct, 1992, w.e.f. 1-4-1993.

16. Inserted by the TaxationLaws(Amendment) Act, 1975, w.e.f. 1-4-1976.

17. Inserted by theFinanceAct, 1965, w.e.f. 1-4-1965.

18. Substituted for “section” by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1967.

19. Inserted by the Taxation Laws(Amendment) Act, 1975, w.e.f. 1-4-1976.

20. Substitutedfor “section” by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1967.

21. Inserted, ibid.

22. Inserted by the Finance (No. 2) Act, 1991, w.r.e.f. 1-4-1962.
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The following sub-sections (2B), (2C) and (2D) shall be inserted after sub-section
(2A) of section 49 by the Finance Act, 1999, w.e.f. 1-4-2000 :

(2B) Where the capital gain arises from the transfer of the specified security
referred to in sub-clause (iiia) of clause (2) of section 17, the cost of acquisition
of such specified security shall be the fair market value on the date of exercise
of option.

(2C) The cost of acquisition of the shares in the resulting company shall be the
amount which bears to the cost of acquisition of shares held by the assessee in
the demerged company the same proportion as the net book value of the assets
transferred in a demerger bears to the net worth of the demerged company
immediately before such demerger.

(2D) The cost of acquisition of the original shares held by the shareholder in
the demerged company shall be deemed to have been reduced by the amount
as so arrived at under sub-section (2C).

Explanation.—For the purposes of this section, ““net worth> shall mean the
aggregate of the paid up share capital and general reserves as appearing in the
books of account of the demerged company immediately before the demerger.

23[(3) Notwithstanding anything contained in sub-section (1), where the capital
gain arising fromthetransfer of acapital asset referredtoin clause (iv) or, asthe
case may be, clause (v) of section 47 is deemed to be income chargeabl e 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.]

[ Special provision for computation of capital gains in case of depreciable assets.

2550. Notwithstanding anything contained in clause (42A) of section 2, where
the capital asset is an asset forming part of a block of assetsin respect of
which depreciation has been allowed under this Act or under the Indian Income-

23. Inserted by the Taxation Laws(Amendment) Act, 1984, w.e.f. 1-4-1985.

24. Substituted for thefollowing section 50 by the Taxation Laws(Amendment & Miscel-
laneousProvisions) Act, 1986, w.e.f. 1-4-1988:
“50. Special provision for computing cost of acquisition in the case of depreciable
assets.—Wherethecapital asset isan asset in respect of which adeduction on account
of depreci ation hasbeen obtai ned by the assesseein any previousyear either under this
Act or under the Indian Income-tax Act, 1922 (11 of 1922) or any Act repeal ed by that
Actorunder executiveordersissued whenthel ndian Income-tax Act, 1886 (2 of 1886),
wasin force, the provisions of sections48 and 49 shall be subject to the following modifications—
(1) The written down value, as defined in clause (6) of section 43, of the asset, as
adjusted, shall be taken asthe cost of acquisition of the asset.
(2) Whereunder any provision of section 49, read with sub-section (2) of section 55, the
fair market value of the asset on the 1st day of April, 1974, isto betaken into account
at the option of the assessee, then the cost of acquisition of theasset shall, at theoption
of the assessee, bethefair market val ue of the asset on the said date, asreduced by the
amount of depreciation, if any, allowed totheassesseeafter thesaid date, and asadjusted.”
Theexpressioninitalicswassubstituted for “ 1st day of January, 1964” by the Finance
Act, 1986, w.e.f. 1-4-1987 and “ 1st day of January, 1964” was substituted for “ 1st day
of January, 1954” by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.

25. Forrelevant caselaws, see Taxmann’ sMaster Guideto | ncome-tax Act.
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tax Act, 1922 (11 of 1922), the provisionsof sections48 and 49 shall be subject
to the following modifications :—

(1) where the full value of the consideration received or accruing as a
result of the transfer of the asset together with the full value of such
consideration received or accruing as aresult of the transfer of any
other capital asset falling within the block of the assets during the
previous year, exceeds the aggregate of the following amounts,
namely :—

(i) expenditureincurred wholly and exclusively in connection with
such transfer or transfers;
(ii) thewritten down value of the block of assets at the beginning of
the previous year; and
(iii) the actual cost of any asset falling within the block of assets
acquired during the previous year,
such excess shall be deemed to be the capital gains arising from the
transfer of short-term capital assets;

(2) whereany block of assets ceasesto exist as such, for the reason that
all theassetsinthat block aretransferred during thepreviousyear, the
cost of acquisition of the block of assets shall be the written down
value of the block of assets at the beginning of the previousyear, as
increased by the actual cost of any asset falling within that block of
assets, acquired by the assessee during the previous year and the
income received or accruing as aresult of such transfer or transfers
shall be deemed to be the capital gains arising from the transfer of
short-term capital assets.]

26[Special provision for cost of acquisition in case of depreciable asset.

50A. Where the capital asset is an asset in respect of which a deduction on

account of depreciationunder clause (i) of sub-section (1) of section 32 has
been obtained by the assesseein any previousyear, the provisionsof sections48
and 49 shall apply subject to the modification that the written down value, as
defined in clause (6) of section 43, of the asset, as adjusted, shall betaken asthe
cost of acquisition of the asset.]

The following section 50B shall be inserted after section 50A by the Finance Act,
1999, w.e.f. 1-4-2000 :

Special provision for computation of capital gains in case of slump sale.

50B. (1) Any profits or gains arising from the slump sale effected in the previous

year shall be chargeable to income-tax as capital gains arising from
the transfer of long-term capital assets and shall be deemed to be the income
of the previous year in which the transfer took place :

Provided that any profits or gains arising from the transfer under the slump
sale of any capital asset being one or more undertakings owned and held by an
assessee for not more than thirty-six months immediately preceding the date of
its transfer shall be deemed to be the capital gains arising from the transfer of
short-term capital assets.

26. Inserted by the Finance (No. 2) Act, 1998, w.r.e.f. 1-4-1998.
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(2) In relation to capital assets being an undertaking or division transferred by way of
such sale, the ““net worth”” of the undertaking or the division, as the case may
be, shall be deemed to be the cost of acquisition and the cost of improvement
for the purposes of sections 48 and 49 and no regard shall be given to the
provisions contained in the second proviso to section 48.

(3) Every assessee, inthe case of slump sale, shall furnish in the prescribed form
along with the return of income, a report of an accountant as defined in the
Explanation below sub-section (2) of section 288 indicating the computation of
the net worth of the undertaking or division, as the case may be, and certifying
that the net worth of the undertaking or division, as the case may be, has been
correctly arrived at in accordance with the provisions of this section.
Explanation.—For the purposes of this section, “net worth”> means the net
worth as defined in clause (ga) of sub-section (1) of section 3 of the Sick
Industrial Companies (Special Provisions) Act, 1985 (1 of 1986).

Advance money received.

51. Where any capital asset was on any previous occasion the subject of
negotiations for its transfer, any advance or other money received and

retained by the assessee in respect of such negotiations shall be deducted from

the cost for which the asset was acquired or the written down value or the fair

market value, as the case may be, in computing the cost of acquisition.

Consideration for transfer in cases of understatement.
26352, [Omitted by the Finance Act, 1987, w.e.f. 1-4-1988.]

26a. Prior to itsomission, section 52 stood asunder:

“B52. Consideration for transfer in cases of understatement.—(1) Wherethepersonwho
acquires a capital asset from an assessee is directly or indirectly connected with the
assessee and the I ncome-tax Officer hasreasonto believethat thetransfer waseffected
withtheobject of avoidanceor reduction of theliability of the assesseeunder section 45,
thefull value of the consideration for thetransfer shall, with the previous approval of
thelnspecting A ssi stant Commissioner, betakento bethefair market valueof thecapital
asset on the date of the transfer.
(2) Without prejudiceto theprovisionsof sub-section (1), if intheopinion of thelncome-
tax Officer thefair market value of acapital asset transferred by an assessee ason the
date of thetransfer exceedsthefull value of the consideration declared by the assessee
in respect of thetransfer of such capital asset by an amount of not lessthan fifteen per
cent of the value so declared, the full value of the consideration for such capital asset
shall, withthepreviousapproval of thel nspecting Assistant Commissioner, betakento
beitsfair market value on the date of itstransfer:
Provided that this sub-section shall not apply in any case—

(a) wherethecapital asset istransferred to the Government, or

(b) wherethe full value of the consideration for the transfer of the capital asset is

determined or approved by the Central Government or theReserve Bank of India.”

Earlier, sub-section (2) and its proviso wereinserted by the Finance Act, 1964, w.e.f.
1-4-1964 and the Finance Act, 1975, with retrospective effect from 1-4-1974, respec-
tively. The proviso was |later amended by the Finance Act, 1978, with retrospective effect from
1-4-1974.
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Exemption of capital gains from a residential house.
2753. [Omitted by the Finance Act, 1992, w.e.f. 1-4-1993.]
Profit on sale of property used for residence.
2854, 29[(1)] 3°[* Subject to the provisions of sub-section (2), where, inthe case
of an assesseebeing anindividual or aHindu undivided family], thecapital
gain arisesfromthetransfer of along-term capital asset 32[***], being buildings
or lands appurtenant thereto, and being aresidential house, theincome of which
is chargeable under the head “Income from house property” (hereafter in this
section referred to asthe original asset), and the assessee has within aperiod of
33[one year before or two years after the date on which the transfer took place
purchased], or has within a period of three years after that date constructed, a
residential house, then), instead of the capital gain being charged to income-tax
asincome of the previous year in which the transfer took place, it shall be dealt
withinaccordancewith thefollowing provisionsof thissection, that isto say,—
(i) if the amount of the capital gain *[is greater than the cost of *[the
residential house] so purchased or constructed (hereafter in this

27. Priortoitsomission, section 53, asamended by the Taxati on L aws(Amendment) Act, 1984,

w.e.f.1-4-1985 and the Finance Act, 1987, w.e.f. 1-4-1988, read asunder :
‘53. Exemption of capital gains from a residential house.—Notwithstanding anything
containedin section 45, wherein the case of an assesseebeing anindividual or aHindu
undivided family, the capital gain arisesfrom the transfer of long-term capital asset,
being buildingsor landsappurtenant thereto, and bei ng aresi dential house, theincome
of whichischargeableunder the head “Incomefrom house property”, the capital gain
arisingfrom suchtransfer shall bedealt withinaccordancewiththefollowingprovisions
of thissection, that isto say,—

(a) inacasewherethefull valueof the considerationreceived or accruing asaresult
of thetransfer of such capital asset doesnot exceed two hundred thousand rupees
thewhol e of the capital gain shall not be charged under section 45;

(b) inacasewherethefull value of such considerati on exceedstwo hundred thousand
rupees, so much of the capital gain asbearsto the whol e of the capital gainthe
same proportion as the amount of two hundred thousand rupees bears to such
considera-tion shall not be charged under section 45:

Provided that nothing contai nedin thissection shall apply to acasewherethe assessee
ownson thedate of such transfer any other residential house.
Explanation.—Inthissectionandinsections54, 54B, 54D, 54E, 54F and 54G, references
to capital gain shall be construed asreferencesto theamount of capital gain ascomputed
under clause (a) of sub-section (1) of section48.’

28. SeeasoCircular No.471, dated 15-10-1986, Circular No. 520, dated 11-8-1988, Circular
No. 538, dated 13-7-1989, Circular No. 672, dated 16-12-1993, Circular No. 667, dated
18-10-1993and Circular No. 743, dated 6-5-1996. For detail s, see Taxmann’ sM aster Guide
tolncome-tax Act.

For relevant caselaws, see Taxmann’ sM aster Guideto |ncome-tax Act.

29. Inserted by the Finance Act, 1978, with retrospectiveeffect from 1-4-1974.

30. Substituted by theFinanceAct, 1982, w.e.f. 1-4-1983.

31. Substitutedfor “Where, inthecase of an assesseebeing anindividual” by theFinanceAct,
1987, w.e.f. 1-4-1988.

32. “towhichtheprovisionsof section 53 arenot applicable’” omitted by theFinanceAct, 1985,
w.ef.1-4-1985.

33. Substituted for “one year before or after the date on which the transfer took place
purchased” by theFinanceAct, 1986, w.e.f. 1-4-1987.

34. Substitutedfor “isgreater thanthecost of thenew asset” by theFinanceAct, 1978, w.r.e.f.
1-4-1974.

35. Substituted for “thehouse property” by the FinanceAct, 1982, w.e.f. 1-4-1983.
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section referred to as the new asset)], the difference between the
amount of the capital gain and the cost of the new asset shall be
charged under section 45 astheincome of the previousyear; and for
the purpose of computing in respect of the new asset any capital gain
arising from itstransfer within aperiod of threeyears of its purchase
or construction, as the case may be, the cost shall be nil; or

(ii) if theamount of the capital gainisequal to or lessthan the cost of the
new asset, the capital gain shall not be charged under section 45; and
for the purpose of computing in respect of the new asset any capital
gain arising from its transfer within a period of three years of its
purchase or construction, as the case may be, the cost shall be
reduced by the amount of the capital gain.

36[** *]

37[(2) The amount of the capital gain which is not appropriated by the assessee
towards the purchase of the new asset made within one year before the date on
which thetransfer of the original asset took place, or whichisnot utilised by him

36.

37.

Omitted by theFinanceAct, 1987, w.e.f. 1-4-1988. Origina Explanation, asinserted by the
FinanceAct, 1982, w.e.f. 1-4-1983, stood asunder:

‘Explanation.—For the purposes of this sub-section, “long-term capital asset” meansa
capital asset whichisnot ashort-term capital asset.’

Substituted for thefollowing sub-section (2) [asinserted by theFinanceAct, 1978, w.r.ef.

1-4-1974 and amended by theFinanceAct, 1982, w.e.f. 1-4-1983 and theFinanceAct, 1986,

w.e.f.1-4-1987] by theFinanceAct, 1987, w.e.f. 1-4-1988:

‘(2) Wherethetransfer of theoriginal assetisby way of compul sory acquisitionunder any
law and thecompensati on awarded for such acquisitionisenhanced by any court, Tribunal

or other authority, then,—

(a) somuch of thecapital gainscomputed under section 48 by taking thecompensation
asso enhanced asthefull valueof the consideration received or accruing asaresult
of suchtransfer, asisnot excluded under sub-section (1) from being charged to tax
under section 45, or

(b) thecapital gain attributabl eto the enhancement of thecompensation,

whichever isless (that whichislessbeing hereafter in this sub-section referred to asthe
unadjusted capital gain), shall, if theassesseehaswithin aperiod of oneyear beforeor two
years after the date of receipt of the additional compensation purchased, or haswithin a
period of three years after that date constructed, a residential house (hereafter in this
sub-sectionreferredto astherel evant asset), bedealt withinthefollowing manner, thatis
tosay,—

(i) if theamount of the unadjusted capital gain isgreater than the cost of therelevant
asset, thediff erence between theamount of theunadjusted capital gainandthecost
of therel evant asset shall becharged under section 45 astheincomeof theprevious
year inwhichthetransfer took place; andfor the purpose of computinginrespect of
therelevant asset any capital gain arising from itstransfer within aperiod of three
yearsof its purchase or construction, asthe case may be, the cost shall benil ; or

(ii) if theamount of the unadjusted capital gainisequal to or lessthan the cost of the
rel evant asset, theunadj usted capital gainshall not becharged under section 45; and
for the purposeof computing inrespect of therel evant asset any capital gainarising
fromitstransfer withinaperiod of threeyearsof itspurchase or construction, asthe
casemay be, the cost shall bereduced by theamount of theunadjusted capital gain.

Explanation.—For thepurposesof thissub-section, sub-section (2) of section54B and sub-
section (2) of section 54D ,—
(Contd. on p. 1.281)
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for the purchase or construction of the new asset before the date of furnishing
the return of income under section 139, shall be deposited by him before
furnishing such return[such deposit being madeinany casenot later thanthedue
date applicable in the case of the assessee for furnishing the return of income
under sub-section (1) of section 139] inan accountinany such bank orinstitution
asmay be specified in, and utilised in accordance with, any scheme® which the
Central Government may, by notification in the Official Gazette, framein this
behalf and such return shall be accompanied by proof of such deposit; and, for
the purposes of sub-section (1), the amount, if any, aready utilised by the
assessee for the purchase or construction of the new asset together with the
amount so deposited shall be deemed to be the cost of the new asset :
Provided that if the amount deposited under this sub-section is not utilised
wholly or partly for the purchase or construction of the new asset within the
period specified in sub-section (1), then,—

(i) the amount not so utilised shall be charged under section 45 as the
income of the previous year in which the period of three years from
the date of the transfer of the original asset expires; and

(ii) theassesseeshall beentitled to withdraw such amount in accordance
with the scheme aforesaid.

(Contd. from p. 1.280)

(1) “additional compensation”, inrelationtothetransfer of any capital asset by way of
compul sory acquisition under any law, meansthedifferencebetweenthecompensa-
tion for the acquisition of such asset as enhanced by any court, Tribunal or other
authority and thecompensati on whichwoul d havebeen payabl eif such enhancement
had not been made;

(2) the capital gain attributable to the enhancement by any court, Tribunal or other
authority of thecompensati onfor thecompul sory acquisition of any capital asset shall
be—

(a) where the computation of the capital gain under section 48 by taking the
compensati on whichwould have been payabl eif such enhancement had not
been madeasthefull valueof theconsiderationrecei ved or accruing asaresult
of the transfer results in aloss or does not result in any profits or gains
chargeable to income-tax under the head “ Capital gains’, the capital gain
computed under section 48 by taking thecompensati on asso enhanced asthe
full valueof the considerationreceived or accruing asaresult of thetransfer;
and

(b) inany other case, thedifference between—

(i) thecapital gaincomputed under section 48 by takingthecompensationas
soenhanced asthefull valueof theconsideration soreceived or accruing,
and

(ii) thecapital gain computed under section 48 by taking the compensation
whichwouldhavebeen payabl eif such enhancement had not been made
asthefull value of the consideration so received or accruing.’

38. Fortextof Capital GainsAccountsScheme, 1988—GSR 724(E), dated 22-6-1988 and for
list of authorised branches (except rural branches) of thebanksspecifiedtoreceivedeposits
and maintain account—GSR 725(E), dated 22-6-1988, refer Taxmann’s Direct Taxes
Circulars, 1999edn.,Vol. 1, pp.1.1143-1.1164.
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Explanation.—*[Omitted by the Finance Act, 1992, w.e.f. 1-4-1993.]
Relief of tax on capital gains in certain cases.

54A. [Omitted by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972. Original section

was inserted by the Finance Act, 1965, w.e.f. 1-4-1965. The Direct Tax
Laws (Amendment) Act, 1989 has deleted new section 54A, dealing with relief
of tax on capital gains on transfer of property held under trust for charitable
or religious purposes or by certain institution, earlier inserted by the Direct Tax
Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.]

“[Capital gain on transfer of land used for agricultural purposes not to be charged in
certain cases.

“54B.“[(1)] “*[Subject to the provisions of sub-section (2), where the capital

gain arises] from the transfer of a capital asset being land which, in the
two years immediately preceding the date on which the transfer took place,
was being used by the assessee or a parent of his for agricultural purposes
“[(hereinafter referred to as the original asset)], and the assessee has, within a
period of two years after that date, purchased any other land for being used for
agricultural purposes, then, instead of the capital gain being charged toincome-
tax as income of the previous year in which the transfer took place, it shall be
dealt with in accordance with the following provisions of this section, that isto
say1_

(i) if theamount of the capital gainisgreater than the cost of theland so
purchased (hereinafter referred to as the new asset), the difference
between the amount of the capital gain and the cost of the new asset
shall be charged under section 45 astheincome of the previousyear;
and for the purpose of computing in respect of the new asset any
capital gain arising from itstransfer within aperiod of three years of
its purchase, the cost shall be nil; or

(ii) if the amount of the capital gain is equal to or less than the cost of
the new asset, the capital gain shall not be charged under section 45;
and for the purpose of computing in respect of the new asset

39. Prior toitsomission, Explanation, as amended by the Finance (No. 2) Act, 1991, w.e.f.
1-4-1992, read asunder:
“ Explanation.—Whereany amount becomes chargeabl eunder section 45in accordance
withtheprovisotothissub-section, then,—

(a) forthepurposesof thedeductionsto be made under clause (b) of sub-section (1) of
section 48, theinitial deduction of fifteen thousand rupeesunder sub-section (2) of
that section shall not beadmissible; and

(b) nothing containedinsection 53 shall apply inrelationto such amount.”

40. Insertedby theFinanceAct, 1970, w.e.f. 1-4-1970.

41. Forrelevant caselaws, see Taxmann' sMaster Guidetolncome-tax Act.

42. Inserted by theFinanceAct, 1978, withretrospectiveeffect from 1-4-1974.

43. Substitutedfor “Wherethecapital gainarises’ by theFinanceAct, 1987, w.e.f. 1-4-1988.
44. Inserted by theFinanceAct, 1978, w.r.e.f. 1-4-1974.
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any capital gain arising from its transfer within a period of three

years of its purchase, the cost shall be reduced, by the amount of the

capital gain.]
4[(2) Theamount of the capital gain whichisnot utilised by the assesseefor the
purchase of the new asset before the date of furnishing the return of income
under section 139, shall bedeposited by him beforefurnishing such return[such
deposit being made in any case not later than the due date applicablein the case
of the assessee for furnishing the return of income under sub-section (1) of
section 139] in an account in any such bank or institution asmay be specifiedin,
and utilised in accordance with, any scheme?® which the Central Government
may, by notification in the Official Gazette, framein thisbehalf and such return
shall be accompanied by proof of such deposit; and, for the purposes of sub-
section (1), theamount, if any, already utilised by the assessee for the purchase
of the new asset together with the amount so deposited shall be deemed to be
the cost of the new asset:
Provided that if the amount deposited under this sub-section is not utilised
wholly or partly for the purchase of the new asset within the period specified in
sub-section (1), then,—

45. Substituted for thefollowing sub-section (2), asinserted by theFinanceAct, 1978, w.r.e.f.
1-4-1974, by theFinanceAct, 1987, w.e.f. 1-4-1988:

“(2) Wherethetransfer of theoriginal assetisby way of compul sory acquisition under any
law and thecompensati on awarded for such acquisitionisenhanced by any court, Tribunal
or other authority, then,—

(a) somuch of thecapital gain, computed under section 48 by taking thecompensation
asso enhanced asthefull valueof the consideration received or accruing asaresult
of suchtransfer, asisnot excluded under sub-section (1) from being charged to tax
under section 45, or

(b) thecapital gain attributabl eto the enhancement of thecompensation,

whichever isless(that whichislessbeing hereinafter referred to astheunadjusted capital
gain), shall, if the assessee haswithin aperiod of two years after the date of receipt of the
additional compensation purchased any land for being used for agricultural purposes
(hereinafter referredto astherel evant asset), bedealt withinthefollowing manner, thatis
tosay,—

(i) if theamount of the unadjusted capital gainisgreater than the cost of therelevant
asset, thediff erence between theamount of theunadjusted capital gainandthecost
of therel evant asset shall becharged under section 45 astheincomeof theprevious
year inwhichthetransfer took place; and for the purpose of computinginrespect of
therelevant asset any capital gain arising from itstransfer within aperiod of three
yearsof itspurchase, the cost shall benil; or

(ii) if theamount of the unadjusted capital gainisequal to or lessthan the cost of the
rel evant asset, theunadj usted capital gainshall not becharged under section 45; and
for the purposeof computinginrespect of therel evant asset any capital gainarising
fromitstransfer withinaperiod of threeyearsof itspurchase, thecost shall bereduced
by theamount of theunadjusted capital gain.”

46. Fortext of theCapital GainsAccountsScheme, 1988—GSR 724(E), dated 22-6-1988 and
for list of authorised branches (except rural branches) of the banks specified to receive
depositsand maintain accounts—GSR 725(E), dated 22-6-1988, refer Taxmann’ sDirect
TaxesCirculars, 1999edn., Vol. 1, pp. 1.1143-1.1164.
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(i) the amount not so utilised shall be charged under section 45 as the
incomeof the previousyear inwhich theperiod of two yearsfromthe
date of the transfer of the original asset expires; and

(ii) theassesseeshall beentitled to withdraw such amount in accordance
with the scheme aforesaid.

Explanation.—*[Omitted by the Finance Act, 1992, w.e.f. 1-4-1993.]

Capital gain on transfer of jewellery held for personal use not to be charged in

certain cases.

54C.[Omitted by the Finance Act, 1976, w.e.f. 1-4-1976. Original section was
inserted by the Finance Act, 1972, w.e.f. 1-4-1973.]

48[ Capital gain on compulsory acquisition of lands and buildings not to be
charged in certain cases.
4954D. 5[(1)] %[ Subject to the provisions of sub-section (2), wherethe capital
gain arises] from the transfer by way of compulsory acquisition under
any law of acapital asset, being land or building or any right in land or building,
forming part of anindustrial undertaking bel onging to the assesseewhich, inthe
two years immediately preceding the date on which the transfer took place,
was being used by the assessee for the purposes of the business of the said
undertaking %?[ (hereafter inthissectionreferred to astheoriginal asset)], andthe
assessee has within a period of three years after that date purchased any other
land or building or any rightinany other land or building or constructed any other
building for the purposes of shifting or re-establishing the said undertaking or
setting up another industrial undertaking, then, instead of the capital gain being
charged to income-tax as theincome of the previous year in which the transfer
took place, it shall be dealt with in accordance with the following provisions of
this section, that isto say,—

(i) if the amount of the capital gain is greater than the cost of the land,
building or right so purchased or the building so constructed (such
land, building or right being hereafter inthissection referred to asthe
new asset), thedifference between the amount of the capital gainand
cost of the new asset shall be charged under section 45 astheincome
of the previousyear; and for the purpose of computing in respect of

47. Priortoomission, Explanation, asamended by theFinance(No. 2) Act, 1991, w.e.f. 1-4-
1992, read asunder :
“ Explanation.—Whereany amount becomes chargeabl eunder section 45in accordance
withtheprovisotothissub-section, then, for thepurposesof thededucti onsto bemadeunder
clause (b) of sub-section (1) of section 48, theinitial deduction of fifteen thousand rupees
under sub-section (2) of that section shall not beadmissible.”

48. Inserted by theFinanceAct, 1973, w.ef. 1-4-1974.

49. Forrelevant caselaws, see Taxmann’ sMaster Guideto Income-tax Act.

50. InsertedbytheFinanceAct, 1978, w.r.ef. 1-4-1974.

51. Substitutedfor “Wherethecapital gainarises’ by theFinanceAct, 1987, w.e.f. 1-4-1988.

52. Inserted by theFinanceAct, 1978, w.r.e.f. 1-4-1974.
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the new asset any capital gain arising fromitstransfer withinaperiod
of threeyears of its purchase or construction, asthe case may be, the
cost shall be nil; or

(ii) if theamount of the capital gainisequal to or lessthan the cost of the
new asset, the capital gain shall not be charged under section 45; and
for the purpose of computing in respect of the new asset any capital
gain arising from its transfer within a period of three years of its
purchase or construction, as the case may be, the cost shall be
reduced by the amount of the capital gain.]

53[(2) Theamount of the capital gain whichisnot utilised by the assessee for the
purchase or construction of the new asset beforethedate of furnishingthereturn
of income under section 139, shall be deposited by him before furnishing such
return[such deposit being madein any casenot | ater thanthe duedateapplicable
in the case of the assessee for furnishing thereturn of income under sub-section
(1) of section 139] in an account in any such bank or institution as

53. Substituted for thefollowing sub-section (2), asinserted by the Finance Act, 1978, w.r.e.f.
1-4-1974 and asamended by theFinanceAct, 1987, w.e.f. 1-4-1988:
“(2) Wherethecompensation awarded for thecompul sory acquisition of theoriginal assetis
enhanced by any court, Tribunal or other authority, then,—

(a) somuchof thecapital gain, computed under section 48 by takingthecompensationas
soenhanced asthefull valueof theconsi derationreceived or accruing asaresult of such
transfer, asis not excluded under sub-section (1) from being charged to tax under
section 45, or

(b) thecapital gain attributabl eto the enhancement of the compensation,

whichever is less (that which is less being hereafter in this sub-section referred to as
the unadjusted capital gain), shall, if the assessee has within a period of three years
after the date of receipt of the additional compensation purchased any land or building
or any right in any land or building or constructed any building for the purposes of
shifting or re-establishingtheundertaking referred toin sub-section (1) or setting up another
industrial undertaking (suchland, buildingor right being hereafter inthissub-sectionreferred
to astherelevant asset), be dealt with in thefollowing manner, that isto say,—

(i) if theamount of theunadjusted capital gainisgreater thanthecost of therelevant asset,
the difference between the amount of the unadjusted capital gain and the
cost of therel evant asset shall becharged under section 45 astheincomeof theprevious
year inwhichthetransfer took place; and for the purpose of computing in respect of
therelevant asset any capital gainarisingfromitstransfer withinaperiod of threeyears
of itspurchase or construction, asthe case may be, the cost shall benil; or

(ii) if the amount of the unadjusted capital gain is equal to or less than the cost of the
relevant asset, the unadjusted capital gain shall not be charged under section 45;
andfor thepurposeof computinginrespect of therel evant asset any capital gainarising
fromitstransfer within aperiod of threeyearsof its purchase or construction, asthe
casemay be, thecost shall bereduced by theamount of theunadjusted capital gain.”
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may be specified in, and utilised in accordance with, any s¢harmieh the
Central Government may, by naotification in the Official Gazette, frame in th
behalf and such return shall be accompanied by proof of such deposit; anc
the purposes of sub-section (1), the amount, if any, already utilised by
assessee for the purchase or construction of the new asset together wit
amount so deposited shall be deemed to be the cost of the new asset:
Provided that if the amount deposited under this sub-section is not utilis
wholly or partly for the purchase or construction of the new asset within t
period specified in sub-section (1), then,—

(i) the amount not so utilised shall be charged under section 45 as
income of the previous year in which the period of three years frc
the date of the transfer of the original asset expires; and

(ii) the assessee shall be entitled to withdraw such amountin accorde
with the scheme aforesaid.

Explanation—>Omitted by the Finance Act, 1992, w.e.f. 1-4-1P93.

S§[Capital gain on transfer of capital assets not to be charged in certain cases.

S’54E.(1) Where the capital gain arises from the transfer $filang-term

capital asset[before the 1st day of April, 1992], (the capital asset s
transferred being hereafter in this section referred to as the original asset)
the assessee has, within a period of six months after the date of such trar
invested or deposited th§whole or any part of the net consideration] in any
specified asset (such specified asset being hereafter in this section referrec
the new asset), the capital gain shall be dealt with in accordance with
following provisions of this section, that is to say,—

54. Fortextofthe Capital Gains Accounts Scheme, 1988—GSR 724(E), dated 22-6-1988
for list of authorised branches (except rural branches) of the banks specified to rec
deposits and maintain accounts—GSR 725(E), dated 22-6-1988, refer Taxmann'’s Di
Taxes Circulars, 1999 edn., Vol.1,pp.1.1143-1.1164.

55. Priortoits omissiorExplanationas amended by the Finance (No. 2) Act, 1991, w.e.f. 1

4-1992, read as under:
“Explanation—Where any amount becomes chargeable under section 45 in accorda
with the proviso to this sub-section, then, for the purposes of the deductions to be made
clausep) of sub-section (1) of section 48, the initial deduction of fifteen thousand rupe
under sub-section (2) of that section shall not be admissible.”

56. Inserted by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.

57. Sealso Circular No. 359, dated 10-5-1983 and Circular No. 560, dated 18-5-1990.
detailsseeTaxmann’s Master Guide to Income-tax Act.

58. Substituted for “capital asset, not being a short-term capital asset” by the Finance Act, 1
w.e.f. 1-4-1988.

59. Inserted by the Finance Act, 1992, w.e.f. 1-4-1992.

60. Substituted for “full value of the consideration or any part thereof received or accruing
aresult of such transfer” by the Finance Act, 1979, w.e.f. 1-4-1979.
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(a) ifthe cost of the new asset is not less thaftfhet consideration] in
respect of the original asset, the whole of such capital gain shall
be charged under section 45;

(b) if the cost of the new asset is less tharffimet consideration] in
respect of the original asset, so much of the capital gain as bear
the whole of the capital gain the same proportion as the cost
acquisition of the new asset bears t&flmet consideration] shall not
be charged under section 45:

% Provided that in a case where the original asset is transferred after the 2&th da
February, 1983, the provisions of this sub-section shall not apply unless
assessee has invested or deposited the whole or, as the case may be, any
the net consideration in the new asset by initially subscribing to such new as
%4 Provided further that in a case where the transfer of the original asset is by w
of compulsory acquisition under any law and the full amount of compensat
awarded for such acquisition is not received by the assessee on the date of
transfer, the period of six months referred to in this sub-section shall, in relat
to so much of such compensation as is not received on the date of the trar
be reckoned from the date immediately following the date on which su
compensation is received by the asse&fmethe 31st day of March, 1992,
whichever is earlier].]

Explanation 1—%9For the purposes of this sub-section, “specified asse
means,—

(a) in a case where the original asset is transferred before the 1st da
March, 1979, any of the following assets, namely:—]
(i) securities of the Central Government or a State Government
(ii) ®“savings certificates as defined in claugeo{ section 2 of the
Government Savings Certificates Act, 1959 (46 of 1959);
(iii) units in the Unit Trust of India established under the Unit Tru
of India Act, 1963 (52 of 1963);
(iv) debentures specified by the Central Government for tt
purposes of clausd )Y of sub-section (1) of section 80L;
(v) shares in any Indian company which are issued to the public
are listed in a recognised stock exchange in India in accordar
with the Securities Contracts (Regulation) Act, 1956 (42956),

61. Substituted for “full value of consideration received or accruing” by the Finance Act, 19°
w.e.f.1-4-1979.

62. Substituted for “full value of such consideratioibyid.

63. Inserted by the Finance Act, 1983, w.e.f. 1-4-1983.

64. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-4-1984.

65. Inserted by the Finance Act, 1992, w.e.f. 1-4-1992.

66. Substituted for ‘For the purposes of this sub-seetimsub-section (3)specified asset”
means any of the following assets, namely:—’ by the Finance Act, 1979, w.e.f. 1-4-19
The italicised words were inserted by the Finance Act, 1978, w.e.f. 1-4-1978.

67. Fordefinition of “savings certificatesSeefootnote 29 on p. 1.1Ghte.

REPRODUCED FROM TAXMANN'S INCOME-TAXACT, 1999 EDITION



S. 54E

*“I(va)

(vi)

I.T. ACT, 1961 1.288

and any rules made thereund#&vwhere the investment in such
shares is made before the 1st day of March, 1978];

equity shares forming part of any eligible issue of capital, whe
the investment in such shares is made after the 28th day
February, 1978;]

deposits for a period of not less than three years with the St
Bank of India established under the State Bank of India Act, 19!
(23 of 1955), or any subsidiary bank as defined in the State Ba
of India (Subsidiary Banks) Act, 1959 (38 of 1959) or any
nationalised bank, that is to say, any corresponding new bal
constituted under section 3 of the Banking Companies (AcqL
sition and Transfer of Undertakings) Act, 1970 (5 of 1970), c
any co-operative society engaged in carrying on the business
banking (including a co-operative land mortgage bank or a c
operative land development bank);

(b) in a case where the original asset is transferred after the 28th da
February, 1979Ybut before the 1st day of March, 1983], suct
National Rural Development Bonds as the Central Government m
notify’?in this behalf in the Official Gazette;]

J[(c) in a case where the original asset is transferred after the 28th da
February, 19831but before the 1st day of April, 1986], any of the
following assets, namely :(—

M
(i)

(i)

(iv)

securities of the Central Government which that Governme
may, by notification in the Official Gazette, specify in this behalf

special series of units of the Unit Trust of India established und
the Unit Trust of India Act, 1963 (52 of 1963), which the Centrs
Government may, by notificatiénin the Official Gazette, specify
in this behalf;

such National Rural Development bonds as have been n&tifie
under clauseb) of Explanation 1lor as may be notified in this
behalf under this clause by the Central Government;

such debentures issued by the Housing and Urban Developm
Corporation Limited [’Government company as defined in
section 617 of the Companies Act, 1956 (1 of 1956)], as ti
Central Government may, by notification in the Official Gazette, specif
in this behalf;]

68.
69.
70.
71.
72.
73.
74.
75.
76.
77.

Inserted by the Finance Act, 1978, w.e.f. 1-4-1978.

Insertedibid.

Inserted by the Finance Act, 1979, w.e.f. 1-4-1979.

Inserted by the Finance Act, 1983, w.e.f. 1-4-1983.

For notificationseeTaxmann’s Master Guide to Income-tax Act.
Inserted by the Finance Act, 1983, w.e.f. 1-4-1983.

Inserted by the Finance Act, 1986, w.e.f. 1-4-1987.

For notificationseelTaxmann’s Master Guide to Income-tax Act.

For notificationseelTaxmann’s Master Guide to Income-tax Act.

For definition of “Government companyedgootnote 18 on p. 1.1#nte.
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#[(d) in a case where the original asset is transferred after the 31st da
March, 1986, any of the assets specified in clat)sa@ such bonds
issued by any public sector company, as the Central Governm
may, by naotificatiof? in the Official Gazette, specify in this behalf;
80[***]]

8(e) in a case where the original asset is transferred after the 31st da
March, 1989, any of the assets specified in claugem@ @) and
suchdebentures or bonds issued by the National Housing Bank establisk
under section 3 of the National Housing Bank Act, 1987 (53 of 198
as the Central Government may, by notificafiamthe Official Gazette,
specify in this behalf.]

8 Explanation 2—“Eligible issue of capital” shall have the meaning assigne
to it in sub-section (3) of section 80CC.]

84 Explanation 3—An assessee shall not be deemed to have investeéqwimle

or any part of the net consideration in any equity shares referred to in sub-cla
(va) of clause §)] of Explanation 1 unless the assessee has subscribed to «
purchased the shares in the manner specified in sub-section (4) of section 80C
Explanatiorfq{4]—“Cost”, in relation to any new asset, being a deposit referre
to in®¥[sub-clause\) of claused)] of Explanation 1means the amount of such
deposit.

8 Explanation 5—“Net consideration”, in relation to the transfer of a capita
asset, means the full value of the consideration received or accruingas ar
of the transfer of the capital asset as reduced by any expenditure incurred wi
and exclusively in connection with such transfer.

89(1A) Where the assessee deposits after the 27th day of April, 1978,
fwhole or any part of the net consideration in respect] of the original asse
any new asset, being a deposit referred t§sob-clause\) of clause &)] of
Explanation 1below sub-section (1), the cost of such new asset shall not

78. Inserted by the Finance Act, 1986, w.e.f. 1-4-1987.

79. Fornotificationseelaxmann’s Master Guide to Income-tax Act.

80. Omitted by the Finance Act, 1987, w.e.f. 1-4-1987. OmiEtqulanatiornstood as under :
‘Explanation—For the purposes of this clause, “public sector company” means a
corporation established by or under any Central, State or Provincial Act or a Governn
company as defined in section 617 of the Companies Act, 1956 (1 of 1956).’

81. Inserted by the Finance Act, 1989, w.e.f. 1-4-1990.

82. FornotificationseelTaxmann’s Master Guide to Income-tax Act.

83. Inserted by the Finance Act, 1978, w.e.f. 1-4-1978.

84. Insertedibid.

85. Substituted for “full value of the consideration or any part thereof in any equity shal
referred to in claus@§)” by the Finance Act, 1979, w.e.f. 1-4-1979.

86. Substituted for “2” by the Finance Act, 1978, w.e.f. 1-4-1978.

87. Substituted for “clauser()” by the Finance Act, 1979, w.e.f. 1-4-1979.

88. Insertedibid.

89. Inserted by the Finance Act, 1978, w.e.f. 1-4-1978.

90. Substituted for “full value of the consideration or any part thereofreceived or accruing
aresult of the transfer” by the Finance Act, 1979, w.e.f. 1-4-1979.

91. Substituted for “clausei)”, ibid.
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taken into account for the purposes of that sub-section unless the follow
conditions are fulfilled, namely :(—

(a) the assessee furnishes, along with the deposit, a declaratior
writing, to the bank or the co-operative society referred to in the se
9 sub-clause\j)] with which such deposit is made, to the effect tha
the assessee will not take any loan or advance on the security of s
deposit during a period of three years from the date on which t
deposit is made;

(b) the assessee furnishes, along with the return of income for |
assessmentyear relevantto the previous year in which the transfe
the original asset was effected or within such further time as may
allowed by the*Assessing] Officer, a copy of the declaration
referred to in clausea] duly attested by an officer not below the
rank of sub-agent, agent or manager of such bank or an officer
corresponding rank of such co-operative society.]

%4(1B) Where on the fulfilment of the conditions specified in sub-section (1A), t
cost of the new asset referred to in that sub-section is taken into account fo
purposes of sub-section (1), the assessee shall, within a period of ninety days
the expiry of the period of three years reckoned from the date of such dep
furnish to the[Assessing] Officer a certificate from the officer referred to ir
clause ) of sub-section (1A) to the effect that the assessee has not taken any
or advance on the security of such deposit during the said period of three ye

%[(1C) Notwithstanding anything contained in sub-section (1), where the cap
gain arises from the transfer of the original asset, made after the 31st da
March, 1992, in respect of which the assessee had received any amount by
of advance on or before the 29th day of February, 1992 and had investe
deposited the whole or any part of such amount in the new asset on or befor
later date, then, the provisions of claus®safd ) of sub-section (1) shall apply
in the case of such investment or deposit as they apply in the case of invest
or deposit under that sub-section.]

(2) Where the new assetis transferred, or converted (otherwise than by tran
into money, within a period of three years from the date of its acquisition, 1
amount of capital gain arising from the transfer of the original asset not char
under section 45 on the basis of the cost of such new asset as provided in c
(a) or, as the case may be, clauge ¢f sub-section (1) shall be deemed to be

92. Substituted for “clause{)” by the Finance Act, 1979, w.e.f. 1-4-1979.

93. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

94. Inserted by the Finance Act, 1978, w.e.f. 1-4-1978.

95. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

96. Inserted by the Finance Act, 1992, w.e.f. 1-4-1992.
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income chargeable under the head “Capital gains” relatififlaag-term capital
assets] of the previous year in which the new asset is transferred or conve
(otherwise than by transfer) into money.]

[ Explanation J.—Where the assessee deposits after the 27th day of Ap
1978, thé[whole or any part of the net consideration in respect] of the origin
asset in any new asset, being a deposit referred[gulmclause\) of clause
(a)] of Explanation lbelow sub-section (1), and such assessee takes any I
or advance on the security of such deposit, he shall be deemed to have conv
(otherwise than by transfer) such deposit into money on the date on which s
loan or advance is taken.]

S[Explanation 2—In a case where the original asset is transferred after the 2
day of February, 1983 and the assessee invests the whole or any part of tr
consideration in respect of the original asset in any new asset and such ass
takes any loan or advance on the security of such new asset, he shall be de
to have converted (otherwise than by transfer) such new asset on the da
which such loan or advance is taken.]

4[***]

97. Substituted for “capital assets other than short-term capital assets” by the Finance Act, ]
w.e.f. 1-4-1988.

98. Inserted by the Finance Act, 1978, w.e.f. 1-4-1978.

99. Numbered aExplanation by the Finance Act, 1983, w.e.f. 1-4-1983.

1. Substituted for “full value of the consideration or any part thereof received or accruing
aresult of the transfer” by the Finance Act, 1979, w.e.f. 1-4-1979.

2. Substituted for “clause()”, ibid.

3. Inserted by the Finance Act, 1983, w.e.f. 1-4-1983.

4. Omitted by the Finance Act, 1987, w.e.f. 1-4-1988. Original sub-section (3) was inserte
the Finance Act, 1978, w.e.f. 1-4-1978. Prior to its omission, sub-section (3) as amende
the Finance Act, 1983, w.e.f. 1-4-1983 and the Finance Act, 1979, w.e.f. 1-4-1979, stoc
under:

‘(3) Where the transfer of the original assetis by way of compulsory acquisition under :
law or where the full value of the consideration for the transfer of the capital asse
determined or approved by the Central Government or the Reserve Bank of India, an
compensation awarded for such acquisition or, as the case may be, the full value o
consideration so determined or approved is enhanced by any Court, Tribunal or o
authority, then, so much of the capital gain, computed under section 48 by taking
compensation or consideration as so enhanced as the full value of the considerz
received or accruing as aresult of such transfer, as is attributable to the enhancement
compensation or consideration (hereafter in this sub-section referred to as
unadjusted capital gain) shall, if the assessee has, within a period of six months afte
date of receipt of the additional compensation or, as the case may be, the additi
consideration, invested or deposited the whole or any part of such additional comg
sation or consideration in any specified asset (hereafter in this section referred to a
relevant asset), be dealt with in the following manner, that is to say,—

(Contd. on p. 1.292)
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(Contd. from p. 1.291)

(@

()

if the cost of the relevant asset is not less than the additional compensatiol
consideration, the whole of the unadjusted capital gain shall not be charged ur
section 45;

ifthe cost ofthe relevant assetis less than the additional compensation or cons
ation, so much of the unadjusted capital gain as bears to the whole of the unadju
capital gain the same proportion as the cost of acquisition of the relevant assetb
to the additional compensation or consideration shall not be charged under sectiol

Explanation—For the purposes of this sub-section,—

0
(i)

(iii)

(iiia)

(iv)

“additional compensation” shall have the meaning assigned to it in claoséhe
Explanatiornto sub-section (2) of section 54;

“additional consideration”, in relation to the transfer of any capital asset ti
consideration for which was determined or approved by the Central Governmen
the Reserve Bank of India, means the difference between the amount of consider:
for such transfer as enhanced by any Court, Tribunal or other authority and the am
of consideration which would have been payable if such enhancement had notk
made;

“cost”inrelation to any relevant asset, being a depositreferred to in sub-eiause
of clause 4) of Explanation 1below sub-section (1) means the amount of sucl
deposit;

“specified asset” means—

(&) inrelationto any additional compensation or additional consideration receiv
before the 1stday of March, 1979, any of the assets referred to in a)afse (
Explanation below sub-section (1);

(b) inrelationto any additional compensation or additional consideration receiv
after the 28th day of February, 1979, the National Rural Development Bon
referred to in clausd) of Explanation below sub-section (1);

(¢) inrelationto any additional compensation or additional consideration receiv
after the 28th day of February, 1983, in any of the assets referred toin cla
(c) of Explanation 1below sub-section (1) by way of initial subscription
thereto;

the capital gain attributable to the enhancement by any Court, Tribunal or otl
authority of the compensation for the compulsory acquisition of any capital asse!
ofthe consideration for the transfer of any capital asset as determined or approve
the Central Government or the Reserve Bank of India shall be deemed to be son
of the capital gain arising from the transfer of the capital asset as bears to the wi
of the capital gain as computed under section 48 by taking the compensatiol
consideration as so enhanced as the full value of the consideration receive
accruing as aresult of the transfer, the same proportion as the amount of additit
compensation or consideration bears to the compensation or consideration &
enhanced.’

5. Omitted by the Finance Act, 1987, w.e.f. 1-4-1988. Original sub-section (4) was insertec
the Finance Act, 1978, w.e.f. 1-4-1978. Prior to its omission, sub-section (4), as amer
by the Finance Act, 1979, w.e.f. 1-4-1979, stood as under:

(Contd. on p. 1.293)
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6[***]

I(3) Where the cost of the equity shares referredffsli-clauseva) of clause
(a)] of Explanation lbelow sub-section (1) is taken into account for the purpose

of clause @) or clauself) of sub-section (2[***], a deduction with reference
to such cost shall not be allowed under section 80CC.]

9 Capital gain on transfer of long-term capital assets not to be charged in the
case of investment intYspecified securities].

1254EA. (1) Where the capital gain arises from the transfer of a long-tel
capital asset (the capital asset so transferred being hereafter in
section referred to as the original asset) and the assessee has, at any time

(Contd. from p. 1.292)

‘(4) Where the relevant asset is transferred, or converted (otherwise than by transfer)
money, within a period of three years from the date of its acquisition, the amount of cap
gain arising from the transfer of the original asset not charged under section 45 on the t
of the cost of such relevant asset as provided in claa)sw (as the case may be, clause
(b), of sub-section (3) shall be deemed to be income chargeable under the head “Caj
gains” relating to capital assets other than short-term capital assets of the previous
in which the relevant asset is transferred or converted (otherwise than by transfer) i
money.

Explanation—Where the assessee deposits after the 27th day of April, 1978, the whol
any part of the additional compensation or, as the case may be, the additional cons
ation referred to in sub-section (3) in any relevant asset, being a depositreferredtoin
clauseyi) of claused) of Explanation below sub-section (1), and such assessee takes a
loan or advance on the security of such deposit, he shall be deemed to have conv
(otherwise than by transfer) such deposit into money on the date on which such loa
advanceistaken.’

6. Omitted by the Finance Act, 1987, w.e.f. 1-4-1988. Original sub-section (5) was insertec
the Finance Act, 1978, w.e.f. 1-4-1978. Prior to its omission, sub-section (5), as amende!
the Finance Act, 1979, w.e.f. 1-4-1979, stood as under :

“(5) Where the assessee deposits the whole or any part of the additional compensatic
asthe case may be, the additional consideration referred to in sub-section (3) in any rels
asset, being a depositreferred to in sub-clawjssf Clause#) of Explanation below sub-
section (1), the provisions of sub-sections (1A) and (1B) shall apply in relation to st
depositasthey applyinrelation to the depositreferred to in the said sub-sections.”

7. Sub-section (6), which was originally inserted by the Finance Act, 1978, w.e.f. 1-4-1978,\
renumbered as sub-section (3) by the Finance Act, 1987, w.e.f. 1-4-1988.

8. Substituted for “clause/§)” by the Finance Act, 1979, w.e.f. 1-4-1979.

9. “orclause &) or clauself) of sub-section (3)” omitted by the Finance Act, 1987, w.e.f
1-4-1988.

10. Sections 54EA and 54EB inserted by the Finance (No. 2) Act, 1996, w.e.f. 1-10-1996

11. Substituted for “specified bonds or debentures” by the Income-tax (Amendment) Act, 1€
w.r.e.f. 1-10-1996.

12. Sealso Circular No. 748, dated 19-12-1996 and Circular No. 750, dated 13-1-1997.
details seeTaxmann’s Master Guide to Income-tax Act.
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a period of six months after the date of such transfer, invested the whole or
part of the net consideration in any oftfleonds, debentures, shares of a public
company or units of any mutual fund referred to in claR3B) of section 10,]
specified* by the Board in this behalf by natification in the Official Gazette (suc
assets hereafter in this section referred to a¥[dpecified securities]), the
capital gain shall be dealt with in accordance with the following provisions of tf
section, that is to say,—

(a) if the cost of the'specified securities] is not less than the ne
considerationin respect of the original asset, the whole of such cap
gain shall not be charged under section 45;

(b) if the cost of thé®*[specified securities] is less than the net conside
ation in respect of the original asset, so much of the capital gain
bears to the whole of the capital gain the same proportion as the «
of acquisition of thé¥specified securities] bears to the net consid
eration shall not be charged under section 45.

(2) Where thé9specified securities] are transferred or converted (otherwi:
than by transfer) into money at any time within a period of three years from
date of their acquisition, the amount of capital gain arising from the transfe
the original asset not charged under section 45 on the basis of the cost of
[specified securities] as provided in clauseof clausely) of sub-section (1)
shall be deemed to be the income chargeable under the head “Capital g:
relating to long-term capital assets of the previous year in whiéfjspecified
securities] are transferred or converted (otherwise than by transfer) into mor

Explanation.—n a case where the original asset is transferred and the asse
invests the whole or any part of the net consideration in respect of the orig
asset in an¥?[specified securities] and such assessee takes any loan or adv:
on the security of sucH[specified securities], he shall be deemed to hav
converted (otherwise than by transfer) stifdpecified securities] into money
on the date on which such loan or advance is taken.

(3) Where the cost of thgspecified securities] has been taken into account fc
the purposes of clausa)(or clauself) of sub-section (1), a rebate with reference
to such cost shall not be allowed under section 88.

Explanation.—or the purposes of this section,—

(a) “cost”, in relation to any®[specified securities], means the amoun
invested in sucH[specified securities] out of the net consideratior
received or accruing as a result of the transfer of the original ass

13. Substituted for “bonds, debentures or units of any mutual fund referred to in &abDse (
of section 10,” by the Income-tax (Amendment) Act, 1997, w.r.e.f. 1-10-1996.

14. For notified bonds/securitiesgel axmann’s Master Guide to Income-tax Act.

15. Substituted for “specified bonds or debentures” by the Income-tax (Amendment) A
1997, w.r.e.f. 1-10-1996.
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(b) “net consideration”, in relation to the transfer of a capital asset, mea
the full value of the consideration received or accruing as a result
the transfer of the capital asset as reduced by the expendit
incurred wholly and exclusively in connection with such transfer.

Capital gain on transfer of long-term capital assets not to be charged in certain
cases.

1854EB. (1) Where the capital gain arises from the transfer of a long-tel
capital asset (the capital asset so transferred being hereafter in
section referred to as the original asset), and the assessee has, at any time
a period of six months after the date of such transfer invested the whole or
part of capital gains, in any of the assets speéifisdthe Board in this behalf
by notification in the Official Gazette (such assets hereafter in this sect
referred to as the long-term specified assets), the capital gain shall be dealt
in accordance with the following provisions of this section, that is to say,—

(a) ifthe cost of the long-term specified asset is not less than the carp
gain arising from the transfer of the original asset, the whole of su
capital gain shall not be charged under section 45 ;

(b) ifthe cost of the long-term specified asset is less than the capital g
arising from the transfer of the original asset, so much of the capi
gain as bears to the whole of the capital gain the same proportior
the cost of acquisition of the long-term specified asset bears to
whole of the capital gain, shall not be charged under section 45.

Explanation.—=Cost”, in relation to any long-term specified asset, means t}
amountinvested in such specified asset out of capital gains received or accr
as a result of the transfer of the original asset.

(2) Where the long-term specified asset is transferred or converted (other
than by transfer) into money at any time within a period of seven years from
date of its acquisition, the amount of capital gains arising from the transfer of
original asset not charged under section 45 on the basis of the cost of :
long-term specified asset as provided in claag®( as the case may be, clause
(b) of sub-section (1) shall be deemed to be the income chargeable unde
head “Capital gains” relating to long-term capital assets of the previous yes
which the long-term specified asset is transferred or converted (otherwise
by transfer) into money.

16. Sealso Circular No. 748, dated 19-12-1996 and Circular No. 750, dated 13-1-1997.
detailsseeTaxmann’s Master Guide to Income-tax Act.
17. Fornotified long-term capital asseteel axmann’s Master Guide to Income-tax Act.
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Explanation—In a case where the original asset is transferred and the asse
invests the whole or any part of the capital gain received or accrued as a re
of transfer of the original assetin any long-term specified asset and such ass
takes any loan or advance on the security of such specified asset, he sh:
deemed to have converted (otherwise than by transfer) such specified asse
money on the date on which such loan or advance is taken.

(3) Where the cost of the long-term specified asset has been taken into acc
for the purposes of clauss) Er clausely) of sub-section (1), a deduction from
the amount of income-tax with reference to such cost shall not be allowed ur
section 88.]

1§ Capital gain on transfer of certain capital assets notto be charged in case
of investment in residential housé?

54F. (1)?[Subject to the provisions of sub-section (4), where, in the case of

assessee being anindividual or a Hindu undivided family], the capital g
arises from the transfer of any long-term capital asset, not being a reside
house (hereafter in this section referred to as the original asset), and the ass
has, within a period of one year beforéfiwvo years] after the date on which
the transfer took place purchased, or has within a period of three years aftel
date constructed, a residential house (hereafter in this section referred to &
new asset), the capital gain shall be dealt with in accordance with the follow
provisions of this section, that is to say,—

(a) if the cost of the new asset is not less than the net consideratiol
respect of the original asset, the whole of such capital gain shall
be charged under section 45 ;

(b) ifthe cost ofthe new assetis less than the net consideration in res,
of the original asset, so much of the capital gain as bears to the wt
of the capital gain the same proportion as the cost of the new as
bearsto the net consideration, shall not be charged under section

Provided that nothing contained in this sub-section shall apply where t
assessee owns on the date of the transfer of the original asset, or purch
within the period of one year after such date, or constructs, within the perioc
three years after such date, any residential house, the income from whic
chargeable under the head “Income from house property”, other than the |
asset.

18. Inserted by the Finance Act, 1982, w.e.f. 1-4-1983.

19. Forrelevant case lawseelaxmann’s Master Guide to Income-tax Act.

20. Substituted for “Where, inthe case of an assessee being an individual” by the Finance
1987, w.e.f. 1-4-1988.

21. Insertedibid.
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Explanation—For the purposes of this section,—
22[***]

2***]  “net consideration”, in relation to the transfer of a capital asset, mea
the full value of the consideration received or accruing as a result
the transfer of the capital asset as reduced by any expendit
incurred wholly and exclusively in connection with such transfer.

(2) Where the assessee purchases, within the peridtinaf years] after the date
of the transfer of the original asset, or constructs, within the period of three ye
after such date, any residential house, the income from which is charge:
under the head “Income from house property”, other than the new asset,
amount of capital gain arising from the transfer of the original asset not char
under section 45 on the basis of the cost of such new asset as provided in c
(), or, as the case may be, clauyedf sub-section (1), shall be deemed to b
income chargeable under the head “Capital gains” relating to long-term cag
assets of the previous year in which such residential house is purchase
constructed.

(3) Where the new asset is transferred within a period of three years from
date of its purchase or, as the case may be, its construction, the amount of c:
gain arising from the transfer of the original asset not charged under sectio
on the basis of the cost of such new asset as provided in cuaseds the
case may be, clausk)( of sub-section (1) shall be deemed to be incom
chargeable under the head “Capital gains” relating to long-term capital as
of the previous year in which such new asset is transferred.]

25(4) The amount of the net consideration which is not appropriated by |1
assessee towards the purchase of the new asset made within one year befc
date on which the transfer of the original assettook place, or which is not utili:
by him for the purchase or construction of the new asset before the dat
furnishing the return of income under section 139, shall be deposited by |
before furnishing such return [such deposit being made in any case notlater
the due date applicable in the case of the assessee for furnishing the retu
income under sub-section (1) of section 139] in an account in any such ban
institution as may be specified in, and utilised in accordance with, any s€her
which the Central Government may, by notification in the Official Gazette, fran
in this behalf and such return shall be accompanied by proof of such depc

22. Omitted by the Finance Act, 1987, w.e.f. 1-4-1988. Prior to its omission, clpnesei(as
under:

‘(i) “long-term capital asset” means a capital asset which is not a short-term cag
asset;’

23. “(ii)” omitted,ibid.

24. Substituted for “one yearihid.

25. Insertedibid.

26. Fortextofthe Capital Gains Accounts Scheme, 1988—GSR 724(E), dated 22-6-1988
for list of authorised branches (except rural branches) of the banks specified to rec
deposits and maintain accounts—GSR 725(E), dated 22-6-1988, refer Taxmann'’s Di
Taxes Circulars, 1999 edn., Vol. 1, pp.1.1143-1.1164.
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and, for the purposes of sub-section (1), the amount, if any, already utilised by
assessee for the purchase or construction of the new asset together wit
amount so deposited shall be deemed to be the cost of the new asset :

Provided that if the amount deposited under this sub-section is not utilis
wholly or partly for the purchase or construction of the new asset within t
period specified in sub-section (1), then,—

(i) the amount by which—

(a) the amount of capital gain arising from the transfer of the origin
asset not charged under section 45 on the basis of the cost of
new asset as provided in clauaedr, as the case may be, clause
(b) of sub-section (1),
exceeds

(b) the amount that would not have been so charged had the amc
actually utilised by the assessee for the purchase or construct
of the new asset within the period specified in sub-section (
been the cost of the new asset,

shall be charged under section 45 as income of the previous yesg
which the period of three years from the date of the transfer of t
original asset expires ; and

(ii) the assessee shall be entitled to withdraw the unutilised amoun
accordance with the scheme aforesaid.

Explanation—2[Omitted by the Finance Act, 1992,w.e.f. 1-4-1P93.

2§ Exemption of capital gains on transfer of assets in cases of shifting of industrial
undertaking from urban area.

54G.(1) Subject to the provisions of sub-section (2), where the capital g:

arises from the transfer of a capital asset, being machinery or plan
building or land or any rights in building or land used for the purposes of t
business of an industrial undertaking situate in an urban area, effected in
course of, or in consequence of, the shifting of such industrial undertak
(hereatfter in this section referred to as the original asset) to any area (other
an urban area) and the assessee has within a period of one year before or
years after the date on which the transfer took place,—

27. Priorto omissionExplanationas amended by the Finance (No. 2) Act, 1991, w.e.f. 1-4-199.
read as under:
“Explanation—Where any amount becomes chargeable under section 45 in accorda
with sub-section (2) or sub-section (3) or the proviso to this sub-section, then, for
purposes of the deductions to be made under clByeéqub-section (1) of section 48,
the initial deduction of fifteen thousand rupees under sub-section (2) of that section shal
be admissible.”

28. Inserted by the Finance Act, 1987, w.e.f. 1-4-1988.
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purchased new machinery or plant for the purposes of business of
industrial undertaking in the area to which the said undertaking
shifted ;

acquired building or land or constructed building for the purposes
his business in the said area ;

shifted the original asset and transferred the establishment of s
undertaking to such area; and

incurred expenses on such other purpose as may be specified
scheme framed by the Central Government for the purposes of t
section,

then, instead of the capital gain being charged to income-tax as income o
previous year in which the transfer took place, it shall be dealt with in accorda
with the following provisions of this section, that is to say,—

M

(i)

if the amount of the capital gain is greater than the cost and exper
incurred in relation to all or any of the purposes mentioned in claus
(a) to d) (such cost and expenses being hereafter in this sect
referred to as the new asset), the difference between the amour
the capital gain and the cost of the new asset shall be charged utr
section 45 as the income of the previous year ; and for the purp
of computing in respect of the new asset any capital gain arising fre
its transfer within a period of three years of its being purchase
acquired, constructed or transferred, as the case may be, the
shall benil ; or

if the amount of the capital gain is equal to, or less than, the cost of -
new asset, the capital gain shall not be charged under section 45;
for the purpose of computing in respect of the new asset any cap
gain arising from its transfer within a period of three years of its beir
purchased, acquired, constructed or transferred, as the case ma
the cost shall be reduced by the amount of the capital gain.

Explanation—In this sub-section, “urban area” means any such area within 1
limits of a municipal corporation or municipality as the Central Governme
may, having regard to the population, concentration of industries, need
proper planning of the area and other relevant factors, by general or spe
order®, declare to be an urban area for the purposes of this sub-section.

29. For notified urban areageTaxmann’s Master Guide to Income-tax Act.
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(2) The amount of capital gain which is not appropriated by the assessee tow
the cost and expensesincurred inrelation to all or any of the purposes mentic
in clausesd) to (d) of sub-section (1) within one year before the date on whic
the transfer of the original asset took place, or which is not utilised by him
all or any of the purposes aforesaid before the date of furnishing the retur
income under section 139, shall be deposited by him before furnishing s
return [such depositbeing made in any case not later than the due date appli
in the case of the assessee for furnishing the return of income under sub-se
(1) of section 139] in an account in any such bank or institution as may
specified in, and utilised in accordance with, any scRawtdch the Central
Government may, by notification in the Official Gazette, frame in this behalfa
such return shall be accompanied by proof of such deposit ; and, for the purp
of sub-section (1), the amount, if any, already utilised by the assessee for ¢
any of the purposes aforesaid together with the amount, so deposited she
deemed to be the cost of the new asset :

Provided that if the amount deposited under this sub-section is not utilis
wholly or partly for all or any of the purposes mentioned in clawges (d) of
sub-section (1) within the period specified in that sub-section, then,—

(i) the amount not so utilised shall be charged under section 45 as
income of the previous year in which the period of three years frc
the date of the transfer of the original asset expires ; and

(ii) the assessee shall be entitled to withdraw such amountin accorde
with the scheme aforesaid :

Explanation—3[Omitted by the Finance Act, 1992, w.e.f. 1-4-1pP93.

30. Fortextofthe Capital Gains Accounts Scheme, 1988—GSR 724(E), dated 22-6-1988
for list of authorised branches (except rural branches) of the banks specified to rec
deposits and maintain accounts—GSR 725(E), dated 22-6-1988 ; refer Taxmann'’s Di
Taxes Circulars, 1999 edn., Vol.1,pp.1.1143-1.1164.

31. PriortoomissionExplanationas amended by the Finance (No. 2) Act, 1991, w.e.f. 1-4-199

read as under :
“Explanation—Where any amount becomes chargeable under section 45 in accorda
with the proviso to this sub-section, then, for the purposes of the deductionstobe n
under clausdl) of sub-section (1) of section 48, the initial deduction of fifteen thousan
rupees under sub-section (2) of that section shall not be admissible.”
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2[Extension of time for acquiring new asset or depositing or investing
amount of capital gain.

54H. Notwithstanding anything contained in sections 54, 54B, 5B 34, 54EA,

54EH and 54F, where the transfer of the original asset is by way
compulsory acquisition under any law and the amount of compensation aw:
ed for such acquisition is not received by the assessee on the date of
transfer, the period for acquiring the new asset by the assessee referred
those sections or, as the case may be, the period available to the assessee
those sections for depositing or investing the amount of capital gain in relat
to such compensation as is not received on the date of the transfer, she
reckoned from the date of receipt of such compensation :

Providedthat where the compensation in respect of transfer of the original a:
by way of compulsory acquisition under any law is received before the 1st ¢
of April, 1991, the aforesaid period or periods, if expired, shall extend up to
31st day of December, 1991.]

Meaning of “adjusted”, “cost of improvement” and “cost of acquisition”.
3555. (1) For the purposes éfsections 48 and 49],—
(a) 37[***]
3¥[(b) “cost of any improvement”’,—

(1) inrelation to a capital asset being goodwill of a busiffgmsa
right to manufacture, produce or process any article or thin
shall be taken to bail ; and

32. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991.

33. “, 54E” omitted by the Finance Act, 1992, w.e.f. 1-4-1992.

34. Inserted by the Finance (No. 2) Act, 1998, wl4-1999.

35. Forrelevant case lanwsgelaxmann’s Master Guide to Income-tax Act.

36. Substituted for “sections 48, 49 and 50” by the Taxation Laws (Amendment & Miscell
neous Provisions) Act, 1986, w.e.f. 1-4-1988.

37. Omitted, ibid. Prior to its omission, clausa)( as amended by the Taxation Laws
(Amendment) Act, 1970, w.e.f. 1-4-1971, stood as under :

‘(a) “adjusted”, inrelation to written down value or fair market value, means diminishe
by any loss deducted or increased by any profit assessed, under the provisiol
clausefi(i ) of sub-section (1) or clausé€)(©f sub-section (1A) of section 32 or sub-
section (2) or sub-section (2A) of section 41, as the case may be, the computatio
this purpose being made with reference to the period commencing from the 1st
of April, 1974 in cases to which clause (2) of section 50 applies ;’

In the omitted clause, “1st day of April, 1974” was substituted for “1st day of Janual
*1964” by the Finance Act, 1986, w.e.f. 1-4-1987.
**1964” was substituted for “1954” by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.
38. Substituted for ‘ “cost of any improvement”, in relation to a capital asset,—’ by the Finar
Act, 1987, w.e.f. 1-4-1988.
39. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
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(2) inrelation to any other capital asset,—|

(i) where the capital asset became the property of the previc
owner or the assessee beforéfdst day of April #11981]],
42[***] means all expenditure of a capital nature incurred ir
making any additions or alterations to the capital asset on
after the said date by the previous owner or the assessee,

(ii) in any other case, means all expenditure of a capital natt
incurred in making any additions or alterations to the capit
asset by the assessee after it became his property, and, wi
the capital asset became the property of the assessee by
of the modes specified4fjsub-section (1) of] section 49, by
the previous owner,

but does not include any expenditure which is deductible
computing the income chargeable under the head “Interest
securities”, “Income from house property”, “Profits and gains o
business or profession”, or “Income from other sources”, and tl
expression “improvement” shall be construed accordingly.

“4(2)*For the purposes of sections 48 and 49, “cost of acquisition”,—

“f[(a) inrelation to a capital asset, being goodwill of a busitiEssa right
to manufacture, produce or process any article or thing], tenan
rights, stage carriage permits or loom hours,—

40. Substituted for “1st day of January, *1964” by the Finance Act, 1986, w.e.f. 1-4-19¢
**1964" was substituted for “1954” by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.
41. Substitutedfor“1974” by the Finance Act, 1992, w.e.f. 1-4-1993.
42. Words “and the fair market value of the asset on that day is taken as the cost of acquis
atthe option of the assessee,” omitileid,.
43. Inserted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1967.
44. Sealso Circular No. 31 (LXXVII-5)-D, dated 21-9-1962. For detatsTaxmann’s
Master Guide to Income-tax Act.
45. Substituted for ‘For the purposes of sections 48 and 49, “cost of acquisition”, in relatiot
a capital asset,—' by the Finance Act, 1987, w.e.f. 1-4-1988.
46. Substituted for clausa)by the Finance Act, 1994, w.e.f. 1-4-1995. Prior to substitution
clause &) read as under:
“(a) inrelationto acapital asset, being goodwill of a business,—
(i) inthe case of acquisition of such asset by the assessee by purchase fr
previous owner, means the amount of the purchase price ; and
(ii) in any other case, shall be taken tab¢e’
47. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
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(i) in the case of acquisition of such asset by the assessee
purchase from a previous owner, means the amount of t
purchase price ; and

(ii) in any other case [not being a case falling under sub-clayges (
(iv) of sub-section (1) of section 49], shall be taken toibg

(aa “fin a case where, by virtue of holding a capital asset, being a sh

or any other securit§; within the meaning of clausk)(of section 2
of the Securities Contracts (Regulation) Act, 1956 (42 of 1956j)e-
after in this clause referred to as the financial asset), the assess:e

(A) becomes entitled to subscribe to any additional financi
asset ; or

(B) is allotted any additional financial asset without any pay
ment,

then, subject to the provisions of sub-clausear(d {i) of clause

(b)],—

(i) inrelationtothe original financial asset, on the basis of which tt
assessee becomes entitled to any additional financial as:
means the amount actually paid for acquiring the origin:
financial asset ;

(ii) in relation to any right to renounce the said entitlement t
subscribe to the financial asset, when such right is renounced
the assessee in favour of any person, shall be takenitarbine
case of such assessee ;

(iii) in relation to the financial asset, to which the assessee
subscribed on the basis of the said entittlement, means the amc
actually paid by him for acquiring such asset ; and

S9[(iiia) in relation to the financial asset allotted to the assessee with

any payment and on the basis of holding of any other financi
asset, shall be taken to biein the case of such assessee ;]

48. Substituted for the portion beginning with the words “in a case where” and ending w

the words “sub-clauseig &nd (i) of clauself)” by the Finance Act, 1995, w.e.f. 1-4-1996.
Prior to its substitution, the quoted portion read as under :
“in a case where, by virtue of holding a capital asset, being a share or any other sec
within the meaning of clausk)(of section 2 of the Securities Contracts (Regulation) Act
1956 (42 of 1956) (hereafter in this clause referred to as the financial asset), the ass
becomes entitled to subscribe to any additional financial asset, then, subjectto the provi:
of sub-clauses)and (i) of clauself)”.

49. For definition of “security”seefootnote 51 on p. 1.2te.

50. Inserted by the Finance Act, 1995, w.e.f. 1-4-1996.
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in relation to any financial asset purchased by any person
whose favour the right to subscribe to such asset has be
renounced, means the aggregate of the amount of the purct
price paid by him to the person renouncing such right and tl
amount paid by him to the company or institution, as the ca
may be, for acquiring such financial asset ;]

(b) inrelation to any other capital asset,—]

M

(i)

(i)

(iv)
*I(v)

where the capital asset became the property of the asses
before the®[1st day of April,%1981]], means the cost of
acquisition of the asset to the assessee or the fair market valu
the asset on tHg1st day of April >41981]], at the option of the
assessee ;

where the capital asset became the property of the assesse
any of the modes specified #{sub-section (1) of] section 4&nd
the capital asset became the property of the previous owr
before thé¥[1st day of April >1981]], means the cost of the capital
asset to the previous owner or the fair market value of the asset
the51st day of April,>{1981]], at the option of the assessee ;

where the capital asset became the property of the assesse
the distribution of the capital assets of a company on i
liquidation and the assessee has been assessed to income
under the head “Capital gains” in respect of that asset unc
section 46, means the fair market value of the asset on the date
distribution ;

56[***]

where the capital asset, being a share or a stock of a compe
became the property of the assessee on—

(a) the consolidation and division of all or any of the shar
capital of the company into shares of larger amount than |
existing shares,

(b) the conversion of any shares of the company into stock,
(c) the re-conversion of any stock of the company into share

51. Substituted for “1st day of January, *1964” by the Finance Act, 1986, w.e.f. 1-4-19¢
**1964" was substituted for “1954” by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.

52. Substituted for“1974” by the Finance Act, 1992, w.e.f. 1-4-1993.

53. Substituted for “1stday of January, *1964” by the Finance Act, 1986, w.e.f. 1-4-1987.
**1964” was substituted for “1954” by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.

54. Substituted for“1974” by the Finance Act, 1992, w.e.f. 1-4-1993.

55. Inserted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1967.

56. Omitted by the Finance Act, 1966, w.e.f. 1-4-1966. Original cléavseds inserted by the
Finance Act, 1964, w.e.f. 1-4-1964.

57. Inserted by the Finance Act, 1964, w.e.f. 1-4-1964.
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(d) the sub-division of any of the shares of the company int
shares of smaller amount, or

(e) the conversion of one kind of shares of the company in
another kind,

means the cost of acquisition of the asset calculated with ref
ence to the cost of acquisition of the shares or stock from whi
such asset is derived.]

(3) Where the cost for which the previous owner acquired the property can
be ascertained, the cost of acquisition to the previous owner means the
market value on the date on which the capital asset became the property ¢
previous owner.

S9{Reference to Valuation Officer.

5%55A.With a view to ascertaining the fair market value of a capital asset"
the purposes of this Chapter, t§Assessing] Officer may refer the
valuation of capital asset to a Valuation Officer—

(a) in acase where the value of the asset as claimed by the assesse:
accordance with the estimate made by a registered valuer, if
8JAssessing] Officer is of opinion that the value so claimed is less th:
its fair market value ;

(b) in any other case, if ttf{§ Assessing] Officer is of opinion—

(i) that the fair market value of the asset exceeds the value of
asset as claimed by the assessee by more than such peféent
of the value of the asset as so claimed or by more than st
amount? as may be prescribed in this behalf ; or

(ii) that having regard to the nature of the asset and other relev
circumstances, it is necessary so to do,

53and where any such reference is made, the provisions of sub-sections (2), (3).
(5) and (6) of section 16A, clausds)f and () of sub-section (1) and sub-sections

58. Inserted by the Taxation Laws (Amendment) Act, 1972, w.e.f. 1-1-1973.
59. Forrelevant case lanwsgelaxmann’s Master Guide to Income-tax Act.
60. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
61. Substituted for “Income-taxibid.
62. Percentage of value of assetreferred to in sectiontGNA(15%
Amountreferredtoin section 558)(i) : Rs. 25,000.
63. Seeule 111AB. Prescribed form of report of valuation by registered valige\Wealth-
tax Rules) are as follows :
(i) Immovable property (otherthan agricultural lands, plantationgs;orm O-1
forests, mines and quarries)
(ii) Agricultural lands (other than coffee, tea, rubber and cardamorfRorm O-2
plantations)
(iii) Coffee, tea, rubber or cardamom plantations Form O-3
(iv) Forests Form O-4

(Contd. on p. 1.306)
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(3A) and (4) of section 23, sub-section (5) of section 24, section 34AA, section
and section 37 of the Wealth-tax Act, 1957 (27 of 1957), shall with the necess
modifications, apply in relation to such reference as they apply in relation t
reference made by thi§Assessing] Officer under sub-section (1) of section 16/
of that Act.

Explanation—In this section, “Valuation Officer” has the same meaning, as
clause () of section 2 of the Wealth-tax Act, 1957 (27 of 1957).]

F.—Income from other sources

Income from other sources.

8556. (1) Income of every kind which is not to be excluded from the tot
income under this Act shall be chargeable to income-tax under the h

“Income from other sources”, if it is not chargeable to income-tax under any

the heads specified in section 14, items A to E.

(2) In particular, and without prejudice to the generality of the provisions of si

section (1), the following incomes, shall be chargeable to income-tax under

head “Income from other sources”, namely :(—

(i) dividends;

%6[(ia) income referred to in sub-clausaii() of clause 24) of section 2 ;]

87[(ib) income referred to in sub-clause) (of clause 24) of section 2 ;]

% (ic) income referred to in sub-clausedf clause24) of section 2, if such
income is not chargeable to income-tax under the head “Profits ¢
gains of business or profession” ;]

%9[(id) income by way of interest on securities, if the income is not charg
able to income-tax under the head “Profits and gains of business
profession” ;]

(Contd. from p. 1.305)
(v) Mines and quarries Form O-5
(vi) Stocks, shares, debentures, securities, shares in partnership fifmaem O-6
and business assets including goodwill but excluding those referred
to in any other itemin this Table

(vii) Machinery and plant Form O-7
(viii) Jewellery Form O-8
(ix) Work of art Form O-9
(X) Lifeinterest, reversions and interestin expectancy Form O-10
64. Substituted for “Wealth-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

65. Sealso Letter [F.No. 40/29/67-1T (A-1)], dated 22-5-1967, Circular No. 371, date
31-11-1983, Circular No. 409, dated 12-2-1985 and Circular No. 3-D(XXXI-20), date
30-3-1967. For detailseeTaxmann’s Master Guide to Income-tax Act.

Forrelevant case lawsgeTaxmann’s Master Guide to Income-tax Act.

66. Inserted by the Finance Act, 1965, w.e.f. 1-4-1965.

67. Inserted by the Finance Act, 1972, w.e.f. 1-4-1972.

68. Inserted by the Finance Act, 1987, w.e.f. 1-4-1988.

69. Inserted by the Finance Act, 1988, w.e.f. 1-4-1989.
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