
TAXATION ON AN
ANNUAL BASIS
Every person who owns a property, is
taxed under the head 'Income from
house property' on an annual basis.
The basis of this taxation is the
annual value of the property which,
in turn, is derived from the rent
received or reasonable rent for which
the property is expected to be let. In
respect of the only one self-occupied
house property, the annual value is
taken as nil. For let-out property, the
value of annual rent received is taken
as 'annual value' generally.

A standard deduction at 30 per
cent of the annual value rent
received, is allowed in respect of let-
out property or additional self-
occupied properties where notional
rent is offered for tax. Since the
annual value of one self-occupied
house property is nil, no deduction is
effectively available with respect 
to repairs.

In addition to the deduction for
repairs, one is entitled to a deduction
for interest paid to purchase; so, in
case, he has inherited the property
without any outstanding loans, he
will not get any deduction for
interest. However in case any money
is borrowed by him for repairs,
renovation, etc., of the inherited
property, he will be entitled to get
deduction of up to Rs 2 lakh in case
such loan is taken after April 1, 1999.

TAXATION ON THE SALE
OF THE PROPERTY
People, at large, believe that money
received on sale of an inherited
house, is fully tax exempt. This is not
correct. Yes, any asset received as
inheritance, is fully exempt from gift
tax, but the amount on sale of such an
asset is not exempt from tax. It will be
taxable under the head capital gains.
The capital gains either may be short-
term or long-term, depending on the
period for which the asset was held.
In case, the inherited house is held

for more than 36 months, it is 
long-term.

While calculating the holding
period of the house inherited by you,
the period for which it was held by
the previous owner, is also to be
added to your holding period. Long-
term capital gains are calculated by
deducting the cost of acquisition of
the assets as enhanced by the cost
inflation index applicable, based on
the year of purchase and year of sale.
You are also entitled to deduct cost of
improvement of the house as
indexed, with reference to the year of
such improvement.

Since you have got the house as in
heritance, you might think that the
entire sum of money received by you,
will be taxable in your hand as you
have not incurred any cost. The legal
position is not so. So, for arriving at
the cost of acquisition, the value to be
taken will be the amount any of the
previous owners has paid for.

For example, consider the case that
you inherited the house from your
father and he had inherited the same
from his father. Your grandfather had
purchased it for Rs 50, 000. So, the
amount paid by your grandfather
shall be considered as the cost of
acquisition for capital gains purposes. 

EXEMPTION FROM LONG-
TERM CAPITAL GAINS
So, do you have to pay tax on the long-
term capital gains calculated as above
or can you save it? Yes, you can save
the taxes. What you have to do is
either buy one house within two
years from the date of sale of the
inherited house or construct one
house within a period of three years.
The amount of money required to be
invested in another house, is only the
indexed long-term capital gains as
computed above and not whole of the
sale value.

You have to utilise the capital gains
before the due date of filing of your
income tax return, failing which you

need to deposit the unutilised portion of the
capital gains in capital gains account scheme
with an approved bank. Alternatively, or
additionally, you can buy capital gains bonds of
either Rural Electrification Corporation or
National Highway Authority of India, within a
period of six months from the sale of the
inherited house. Please note that the maximum
amount of investment you can make is only Rs
50 lakh for saving capital gains tax.

Thus, it can be safely established that taxation
provisions of inherited property, are different
than those in an uninherited property.

——  BBaallwwaanntt  JJaaiinn
(The writer is a taxation expert)

W
e agree to the fact that a
small space vegetable
garden may not be enough
to substitute farming.

However, it might just be enough to
grow a batch of exotic lettuce leaves for
salad or a batch of freshly plucked
spinach leaves for an afternoon lunch or
a bunch of potatoes in a pot and meetha
neem that one needs for everyday
cooking! You don't need the luxury of
vast lands to grow a batch of GMO free,
pesticide free and highly nutritious
organic produce. All you need is what
you can easily provide- sun, water and
soil. If you own a balcony or a terrace,
you should know that you can grow food
in about any available space. All it takes
is a little knowledge and even lesser
effort if you're gardening in a 
small space. 

There are lots of simple techniques
for small space gardening like vertical
and square foot gardening. Even our
good old technique of growing in pots
can put you on the highway to reaping a
bountiful harvest. This article is about
what you need to start with-the very
basics of gardening in small spaces.

SSuunn::  You can start by identifying the
sunniest spot in and around your
apartment. It could be a balcony, terrace
or even a window sill. Vegetables need a
good 3 to 6 hours of sun each day. A
south facing balcony of an apartment is
the best. If you have one, you can grow
anything from tomatoes to brinjals and
chilies. East and West facing balconies
will also do to grow tomatoes and
brinjals. Without sun, the fruits will not
ripe and the plants will be stressed.
Start by putting out a few large
containers and for success, stick to what
grows best in the season. Now, if there
isn't enough sunlight where you live,
don't be disheartened. There are
vegetables that can survive in shade
also. Try varieties of coriander, spinach
and other greens like onions. Plant
these in any shaded part of your garden,
maybe even under a tree where it is

difficult to cover with grass, and you're
definitely in for a surprise. 

WWaatteerr::  Vegetables also require
regular watering. Without regular
water, vegetables will not fill out and
some like tomatoes will crack open if
suddenly plumped up with water after
struggling without it for a while. Some
vegetables like cucumber tend to grow
bitter when raised with inadequate
water. On the other hand, the newbie
breed of enthusiastic farmers
sometimes ends up drowning their
plants in too much water! If you observe
that the leaves on the lower side of the
stem are turning yellow, try to hear you
plant sending out SOS signals for help!
Adequate and regular watering is a must
for growth of any plant. The best test for
enough water is to dig your finger in the
dirt close to the stem of your plants. If
you can feel moisture up to about 2
inches, there is no need to water today,
test it again the following day 
before watering. 

SSooiill::  The final consideration is
essential. Vegetables need a soil rich in
organic matter. Soil is important for the
growth of all plants but more so with
vegetables. The best possible soil for
your vegetable/fruit garden is one
mixed with compost from your own
kitchen and garden scrap. Homemade
compost provides a wholesome slow
release nutrient bank for the plants to
absorb as and when required. If you mix
this with equal quantities of peat moss/
biochar or your regular garden soil, you
will get a perfectly porous, water
retaining, organic matter rich soil. This
soil definitely is the base for a healthy
garden.  Summer is the best time to start
composting your kitchen waste. If you
do so, in a couple of months, you will
have your first batch of compost to
make your own rich soil. Soon you shall
be running off to save the earth with
your small foot print.  

——  AAvvaanneeee  JJaaiinn
(The writer is an architect 

and a nature lover)

T
he two main driving
forces behind making
an investment are
hope and aspiration.

Everyone wants their money
to grow. Saving and
investment are words which
every Indian learns from their
childhood days. Investment is
time, energy or matter spent
in the hope of future benefits
realised within a specified
date or time frame. In finance,
investment is buying or
creating an asset with the
expectation of capital
appreciation, dividends
(profit), interest earnings,
rents or some combination of
these returns. 

Predominantly in India,
real estate is considered to be
safest market among all.
Property ownership and
possession gives immense
satisfaction to any individual
and the hunger for more such
possessions never ends.
Housing is no more mere
necessity and in current
times, it's a luxury and a
status symbol. Considering
the same, last decade has
witnessed immense price rise
of properties in across all
Indian cities in across all
segments of real-estate. 

Today, prices of houses are
at its peak. The reason behind
the same is higher input cost
(land and construction cost)
and increase in developer's
margin. Tremendous
readymade housing stock and
under-construction housing
stock is available in market in
across all major Indian cities
including Tier-I and II cities.

Thus, buyers should always
be cautious for speculative
market and over speculative
prices. 

Speculation can often be
hard to identify, even after
the event due to the difficulty
in accurately estimating these
fundamental or intrinsic
values. The speculation is
defined as 'The act of trading
in an asset, or conducting a
financial transaction, that has
a significant risk of losing
most or all of the initial
outlay, in expectation of a
substantial gain.'

INDIAN SCENARIO
When it comes to India, on
one hand, our country is
facing housing shortage.
Demand is there but by-and-
large, people are looking for
quality housing from private
developers considering it as

status symbol. Factors which
propel demand are rising
opportunities in IT/ITES,
with penetration of education
in families—changing
aspirations and preferences
of Indian households,
increasing nuclear families
and youth coming in to
decision-making when it
comes to buying properties.
At the end of the day,
everyone aspires and desires
to raise living standards and
incline towards upgrading
lifestyle, hence, housing

industry is cashing on it. In
current times, it's a buyer's
market. Projects on good
locations with genuine
offering prices will definitely
pick up. Desiring the same,
center government is doing
its every bit by focusing on
spending on infrastructure,
reviving economy through
various campaigns and
increasing education facilities
which ultimately translates in
to self-sustained upgradation
in lifestyle. In today's time,
property buyers have to take
decision of buying property
considering over speculative
values in mind and for
projects by organised
developers at good location
for buying is big 'Yes'.

——  AAnnuusshhrraavv  BBhhaatttt
(Writer is a city-based

housing planner and real
estate analyst)   

Edible garden in
small spaces
Only have a small space for your veggie garden? No
problem! Get ideas for growing your own crops in pots,
pocket gardens and clever raised beds. We talk about basics
of small space organic vegetable gardening…

EVERYONE ASPIRES AND DESIRES TO RAISE
LIVING STANDARDS AND OWN A SPACIOUS
HOME

PROJECTS ON GOOD LOCATIONS WITH
GENUINE OFFERING PRICES WILL
DEFINITELY PICK UP
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Taxes for inherited property

IF YOU OWN A BALCONY OR A
TERRACE, YOU SHOULD KNOW
THAT YOU CAN GROW FOOD 
IN ABOUT ANY AVAILABLE
SPACE
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There is widespread confusion about the taxation surrounding an inherited property.

Read on to get clarity about the taxes related to inherited property
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