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Taxation of Gifts 
 
Income from other sources. 
56. (1) Income of every kind which is not to be excluded from the total income under this Act 
shall be chargeable to income-tax under the head "Income from other sources", if it is not 
chargeable to income-tax under any of the heads specified in section 14, items A to E. 
 
(2) In particular, and without prejudice to the generality of the provisions of sub-section (1), 
the following incomes, shall be chargeable to income-tax under the head "Income from other 
sources", namely :— 
 
 
(v) where any sum of money exceeding twenty-five thousand rupees is received without 
consideration by an individual or a Hindu undivided family from any person on or after the 
1st day of September, 2004 but before the 1st day of April, 2006, the whole of such sum : 
 
Provided that this clause shall not apply to any sum of money received— 
(a) from any relative; or 
(b) on the occasion of the marriage of the individual; or 
(c) under a will or by way of inheritance; or 
(d) in contemplation of death of the payer; or 
(e) from any local authority as defined in the Explanation to clause (20) of section 10; or 
(f) from any fund or foundation or university or other educational institution or hospital or 
other medical institution or any trust or institution referred to in clause (23C) of section 10; 
or 
(g) from any trust or institution registered under section 12AA or section 12AB. 
 
Explanation.—For the purposes of this clause, "relative" means— 
  (i) spouse of the individual; 
 (ii) brother or sister of the individual; 
(iii) brother or sister of the spouse of the individual; 
(iv) brother or sister of either of the parents of the individual; 
(v) any lineal ascendant or descendant of the individual; 
(vi) any lineal ascendant or descendant of the spouse of the individual; 
(vii) spouse of the person referred to in clauses (ii) to (vi); 
 
 
(vi) where any sum of money, the aggregate value of which exceeds fifty thousand rupees, is 
received without consideration, by an individual or a Hindu undivided family, in any previous 
year from any person or persons on or after the 1st day of April, 2006 but before the 1st day 
of October, 2009, the whole of the aggregate value of such sum: 
 
Provided that this clause shall not apply to any sum of money received— 
(a) from any relative; or 
(b) on the occasion of the marriage of the individual; or 
(c) under a will or by way of inheritance; or 
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(d) in contemplation of death of the payer; or 
(e) from any local authority as defined in the Explanation to clause (20) of section 10; or 
(f) from any fund or foundation or university or other educational institution or hospital or 
other medical institution or any trust or institution referred to in clause (23C) of section 10; 
or 
(g) from any trust or institution registered under section 12AA or section 12AB. 
 
Explanation.—For the purposes of this clause, "relative" means— 
  (i) spouse of the individual; 
 (ii) brother or sister of the individual; 
(iii) brother or sister of the spouse of the individual; 
(iv) brother or sister of either of the parents of the individual; 
(v) any lineal ascendant or descendant of the individual; 
(vi) any lineal ascendant or descendant of the spouse of the individual; 
(vii) spouse of the person referred to in clauses (ii) to (vi); 
 
 
(vii) where an individual or a Hindu undivided family receives, in any previous year, from any 
person or persons on or after the 1st day of October, 2009 but before the 1st day of April, 
2017,— 
 
(a) any sum of money, without consideration, the aggregate value of which exceeds fifty 
thousand rupees, the whole of the aggregate value of such sum; 
 
(b) any immovable property,— 
  (i) without consideration, the stamp duty value of which exceeds fifty thousand rupees, the 
stamp duty value of such property; 
 (ii) for a consideration which is less than the stamp duty value of the property by an amount 
exceeding fifty thousand rupees, the stamp duty value of such property as exceeds such 
consideration: 
 
Provided that where the date of the agreement fixing the amount of consideration for the 
transfer of immovable property and the date of registration are not the same, the stamp duty 
value on the date of the agreement may be taken for the purposes of this sub-clause: 
 
Provided further that the said proviso shall apply only in a case where the amount of 
consideration referred to therein, or a part thereof, has been paid by any mode other than 
cash on or before the date of the agreement for the transfer of such immovable property; 
 
(c) any property, other than immovable property,— 
  (i) without consideration, the aggregate fair market value of which exceeds fifty thousand 
rupees, the whole of the aggregate fair market value of such property; 
 (ii) for a consideration which is less than the aggregate fair market value of the property by 
an amount exceeding fifty thousand rupees, the aggregate fair market value of such property 
as exceeds such consideration : 
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Provided that where the stamp duty value of immovable property as referred to in sub-clause 
(b) is disputed by the assessee on grounds mentioned in sub-section (2) of section 50C, the 
Assessing Officer may refer the valuation of such property to a Valuation Officer, and the 
provisions of section 50C and sub-section (15) of section 155 shall, as far as may be, apply in 
relation to the stamp duty value of such property for the purpose of sub-clause (b) as they 
apply for valuation of capital asset under those sections : 
 
Provided further that this clause shall not apply to any sum of money or any property 
received— 
(a) from any relative; or 
(b) on the occasion of the marriage of the individual; or 
(c) under a will or by way of inheritance; or 
(d) in contemplation of death of the payer or donor, as the case may be; or 
(e) from any local authority as defined in the Explanation to clause (20) of section 10; or 
(f) from any fund or foundation or university or other educational institution or hospital or 
other medical institution or any trust or institution referred to in clause (23C) of section 10; 
or 
(g) from any trust or institution registered under section 12AA or section 12AB; or 
(h) by way of transaction not regarded as transfer under clause (vicb) or clause (vid) or clause 
(vii) of section 47. 
 
Explanation.—For the purposes of this clause,— 
(a) "assessable" shall have the meaning assigned to it in the Explanation 2 to sub-section (2) 
of section 50C; 
(b) "fair market value" of a property, other than an immovable property, means the value 
determined in accordance with the method as may be prescribed; 
(c) "jewellery" shall have the meaning assigned to it in the Explanation to sub-clause (ii) of 
clause (14) of section 2; 
 
(d) "property" means the following capital asset of the assessee, namely:— 
  (i) immovable property being land or building or both; 
 (ii) shares and securities; 
(iii) jewellery; 
(iv) archaeological collections; 
(v) drawings; 
(vi) paintings; 
(vii) sculptures;  
(viii) any work of art; 
(ix) bullion; 
 
(e) "relative" means,— 
  (i) in case of an individual— 
(A) spouse of the individual; 
(B) brother or sister of the individual; 
(C) brother or sister of the spouse of the individual; 
(D) brother or sister of either of the parents of the individual;  
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(E) any lineal ascendant or descendant of the individual; 
(F) any lineal ascendant or descendant of the spouse of the individual; 
(G) spouse of the person referred to in items (B) to (F); and 
 (ii) in case of a Hindu undivided family, any member thereof; 
 
(f) "stamp duty value" means the value adopted or assessed or assessable by any authority of 
the Central Government or a State Government for the purpose of payment of stamp duty in 
respect of an immovable property; 
 
 
(viia) where a firm or a company not being a company in which the public are substantially 
interested, receives, in any previous year, from any person or persons, on or after the 1st day 
of June, 2010 but before the 1st day of April, 2017, any property, being shares of a company 
not being a company in which the public are substantially interested,— 
  (i) without consideration, the aggregate fair market value of which exceeds fifty thousand 
rupees, the whole of the aggregate fair market value of such property; 
 (ii) for a consideration which is less than the aggregate fair market value of the property by 
an amount exceeding fifty thousand rupees, the aggregate fair market value of such property 
as exceeds such consideration : 
 
Provided that this clause shall not apply to any such property received by way of a transaction 
not regarded as transfer under clause (via) or clause (vic) or clause (vicb) or clause (vid) or 
clause (vii) of section 47. 
 
Explanation.—For the purposes of this clause, "fair market value" of a property, being shares 
of a company not being a company in which the public are substantially interested, shall have 
the meaning assigned to it in the Explanation to clause (vii); 
 
 
(ix) any sum of money received as an advance or otherwise in the course of negotiations for 
transfer of a capital asset, if,— 
(a) such sum is forfeited; and 
(b) the negotiations do not result in transfer of such capital asset; 
 
 
(x) where any person receives, in any previous year, from any person or persons on or after 
the 1st day of April, 2017,— 
 
(a) any sum of money, without consideration, the aggregate value of which exceeds fifty 
thousand rupees, the whole of the aggregate value of such sum; 
 
(b) any immovable property,— 
(A) without consideration, the stamp duty value of which exceeds fifty thousand rupees, the 
stamp duty value of such property; 
(B) for a consideration, the stamp duty value of such property as exceeds such consideration, 
if the amount of such excess is more than the higher of the following amounts, namely:— 
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  (i) the amount of fifty thousand rupees; and 
 (ii) the amount equal to ten per cent of the consideration: 
 
Provided that where the date of agreement fixing the amount of consideration for the 
transfer of immovable property and the date of registration are not the same, the stamp duty 
value on the date of agreement may be taken for the purposes of this sub-clause : 
 
Provided further that the provisions of the first proviso shall apply only in a case where the 
amount of consideration referred to therein, or a part thereof, has been paid by way of an 
account payee cheque or an account payee bank draft or by use of electronic clearing system 
through a bank account or through such other electronic mode as may be prescribed, on or 
before the date of agreement for transfer of such immovable property: 
 
Provided also that where the stamp duty value of immovable property is disputed by the 
assessee on grounds mentioned in sub-section (2) of section 50C, the Assessing Officer may 
refer the valuation of such property to a Valuation Officer, and the provisions of section 50C 
and sub-section (15) of section 155 shall, as far as may be, apply in relation to the stamp duty 
value of such property for the purpose of this sub-clause as they apply for valuation of capital 
asset under those sections: 
 
Provided also that in case of property being referred to in the second proviso to sub-section 
(1) of section 43CA, the provisions of sub-item (ii) of item (B) shall have effect as if for the 
words "ten per cent", the words "twenty per cent" had been substituted; 
 
(c) any property, other than immovable property,— 
(A) without consideration, the aggregate fair market value of which exceeds fifty thousand 
rupees, the whole of the aggregate fair market value of such property; 
(B) for a consideration which is less than the aggregate fair market value of the property by 
an amount exceeding fifty thousand rupees, the aggregate fair market value of such property 
as exceeds such consideration : 
 
Provided that this clause shall not apply to any sum of money or any property received— 
  (I) from any relative; or 
 (II) on the occasion of the marriage of the individual; or 
(III) under a will or by way of inheritance; or 
(IV) in contemplation of death of the payer or donor, as the case may be; or 
(V) from any local authority as defined in the Explanation to clause (20) of section 10; or 
(VI) from any fund or foundation or university or other educational institution or hospital or 
other medical institution or any trust or institution referred to in clause (23C) of section 10; 
or 
(VII) from or by any trust or institution registered under section 12A or section 12AA or section 
12AB; or 
(VIII) by any fund or trust or institution or any university or other educational institution or 
any hospital or other medical institution referred to in sub-clause (iv) or sub-clause (v) or sub-
clause (vi) or sub-clause (via) of clause (23C) of section 10; or 
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(IX) by way of transaction not regarded as transfer under clause (i) or clause (iv) or clause (v) 
or clause (vi) or clause (via) or clause (viaa) or clause (vib) or clause (vic) or clause (vica) or 
clause (vicb) or clause (vid) or clause (vii) or clause (viiac) or clause (viiad) or clause (viiae) or 
clause (viiaf) of section 47; or 
(X) from an individual by a trust created or established solely for the benefit of relative of the 
individual; 
(XI) from such class of persons and subject to such conditions, as may be prescribed. 
 
Explanation.—For the purposes of this clause, the expressions "assessable", "fair market 
value", "jewellery", "property", "relative" and "stamp duty value" shall have the same 
meanings as respectively assigned to them in the Explanation to clause (vii). 
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Special provision for full value of consideration in certain cases. 
50C. (1) Where the consideration received or accruing as a result of the transfer by an 
assessee of a capital asset, being land or building or both, is less than the value adopted or 
assessed or assessable by any authority of a State Government (hereafter in this section 
referred to as the "stamp valuation authority") for the purpose of payment of stamp duty in 
respect of such transfer, the value so adopted or assessed or assessable shall, for the purposes 
of section 48, be deemed to be the full value of the consideration received or accruing as a 
result of such transfer : 
 
Provided that where the date of the agreement fixing the amount of consideration and the 
date of registration for the transfer of the capital asset are not the same, the value adopted 
or assessed or assessable by the stamp valuation authority on the date of agreement may be 
taken for the purposes of computing full value of consideration for such transfer: 
 
Provided further that the first proviso shall apply only in a case where the amount of 
consideration, or a part thereof, has been received by way of an account payee cheque or 
account payee bank draft or by use of electronic clearing system through a bank account or 
through such other electronic mode as may be prescribed, on or before the date of the 
agreement for transfer: 
 
Provided also that where the value adopted or assessed or assessable by the stamp valuation 
authority does not exceed one hundred and ten per cent of the consideration received or 
accruing as a result of the transfer, the consideration so received or accruing as a result of the 
transfer shall, for the purposes of section 48, be deemed to be the full value of the 
consideration. 
 
(2) Without prejudice to the provisions of sub-section (1), where— 
(a) the assessee claims before any Assessing Officer that the value adopted or assessed or 
assessable by the stamp valuation authority under sub-section (1) exceeds the fair market 
value of the property as on the date of transfer; 
(b) the value so adopted or assessed or assessable by the stamp valuation authority under 
sub-section (1) has not been disputed in any appeal or revision or no reference has been made 
before any other authority, court or the High Court, 
the Assessing Officer may refer the valuation of the capital asset to a Valuation Officer and 
where any such reference is made, the provisions of sub-sections (2), (3), (4), (5) and (6) of 
section 16A, clause (i) of sub-section (1) and sub-sections (6) and (7) of section 23A, sub-
section (5) of section 24, section 34AA, section 35 and section 37 of the Wealth-tax Act, 1957 
(27 of 1957), shall, with necessary modifications, apply in relation to such reference as they 
apply in relation to a reference made by the Assessing Officer under sub-section (1) of section 
16A of that Act. 
 
Explanation 1.—For the purposes of this section, "Valuation Officer" shall have the same 
meaning as in clause (r) of section 2 of the Wealth-tax Act, 1957 (27 of 1957). 
 
Explanation 2.—For the purposes of this section, the expression "assessable" means the price 
which the stamp valuation authority would have, notwithstanding anything to the contrary 
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contained in any other law for the time being in force, adopted or assessed, if it were referred 
to such authority for the purposes of the payment of stamp duty. 
 
(3) Subject to the provisions contained in sub-section (2), where the value ascertained under 
sub-section (2) exceeds the value adopted or assessed or assessable by the stamp valuation 
authority referred to in sub-section (1), the value so adopted or assessed or assessable by 
such authority shall be taken as the full value of the consideration received or accruing as a 
result of the transfer. 
 
 
Special provision for full value of consideration for transfer of assets other than capital 
assets in certain cases. 
43CA. (1) Where the consideration received or accruing as a result of the transfer by an 
assessee of an asset (other than a capital asset), being land or building or both, is less than 
the value adopted or assessed or assessable by any authority of a State Government for the 
purpose of payment of stamp duty in respect of such transfer, the value so adopted or 
assessed or assessable shall, for the purposes of computing profits and gains from transfer of 
such asset, be deemed to be the full value of the consideration received or accruing as a result 
of such transfer: 
 
Provided that where the value adopted or assessed or assessable by the authority for the 
purpose of payment of stamp duty does not exceed one hundred and ten per cent of the 
consideration received or accruing as a result of the transfer, the consideration so received 
or accruing as a result of the transfer shall, for the purposes of computing profits and gains 
from transfer of such asset, be deemed to be the full value of the consideration: 
 

Provided further that in case of transfer of an asset, being a residential unit, the provisions of 
this proviso shall have the effect as if for the words "one hundred and ten per cent", the words 
"one hundred and twenty per cent" had been substituted, if the following conditions are 
satisfied, namely:— 
(i) the transfer of such residential unit takes place during the period beginning from the 12th 
day of November, 2020 and ending on the 30th day of June, 2021; 
(ii) such transfer is by way of first time allotment of the residential unit to any person; and 
(iii) the consideration received or accruing as a result of such transfer does not exceed two 
crore rupees. 
 
(2) The provisions of sub-section (2) and sub-section (3) of section 50C shall, so far as may be, 
apply in relation to determination of the value adopted or assessed or assessable under sub-
section (1). 
 
(3) Where the date of agreement fixing the value of consideration for transfer of the asset 
and the date of registration of such transfer of asset are not the same, the value referred to 
in sub-section (1) may be taken as the value assessable by any authority of a State 
Government for the purpose of payment of stamp duty in respect of such transfer on the date 
of the agreement. 
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(4) The provisions of sub-section (3) shall apply only in a case where the amount of 
consideration or a part thereof has been received by way of an account payee cheque or an 
account payee bank draft or by use of electronic clearing system through a bank account or 
through such other electronic mode as may be prescribed on or before the date of agreement 
for transfer of the asset. 
 

Explanation.—For the purposes of this section, "residential unit" means an independent 
housing unit with separate facilities for living, cooking and sanitary requirement, distinctly 
separated from other residential units within the building, which is directly accessible from 
an outer door or through an interior door in a shared hallway and not by walking through the 
living space of another household. 
 
 
Special provision for full value of consideration for transfer of share other than quoted 
share. 
50CA. Where the consideration received or accruing as a result of the transfer by an assessee 
of a capital asset, being share of a company other than a quoted share, is less than the fair 
market value of such share determined in such manner as may be prescribed42, the value so 
determined shall, for the purposes of section 48, be deemed to be the full value of 
consideration received or accruing as a result of such transfer: 
 
Provided that the provisions of this section shall not apply to any consideration received or 
accruing as a result of transfer by such class of persons and subject to such conditions as may 
be prescribed. 
 
Explanation.—For the purposes of this section, "quoted share" means the share quoted on 
any recognised stock exchange with regularity from time to time, where the quotation of such 
share is based on current transaction made in the ordinary course of business. 
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Meaning of expressions used in determination of fair market value. 
11U. For the purposes of this rule and rule 11UA,— 

(a)    *** 

(b)   "balance-sheet", in relation to any company, means,— 

(i) for the purposes of sub-rule (2) of rule 11UA, the balance-sheet of such 
company (including the notes annexed thereto and forming part of the 
accounts) as drawn up on the valuation date which has been audited by the 
auditor of the company appointed under section 224 of the Companies Act, 
1956 (1 of 1956) and where the balance-sheet on the valuation date is not 
drawn up, the balance-sheet (including the notes annexed thereto and 
forming part of the accounts) drawn up as on a date immediately preceding 
the valuation date which has been approved and adopted in the annual 
general meeting of the shareholders of the company; and 

(ii)  in any other case,— 

  (A) in relation to an Indian company, the balance-sheet of such company 
(including the notes annexed thereto and forming part of the accounts) 
as drawn up on the valuation date which has been audited by the auditor 
of the company appointed under the laws relating to companies in force; 
and  

  (B) in relation to a company, not being an Indian company, the balance-
sheet of the company (including the notes annexed thereto and forming 
part of the accounts) as drawn up on the valuation date which has been 
audited by the auditor of the company, if any, appointed under the laws 
in force of the country in which the company is registered or 
incorporated; 

(c)    "merchant banker" means category I merchant banker registered with Securities 
and Exchange Board of India established under section 3 of the Securities and 
Exchange Board of India Act, 1992 (15 of 1992); 

(d)    "quoted shares or securities" in relation to share or securities means a share or 
security quoted on any recognized stock exchange with regularity from time to 
time, where the quotations of such shares or securities are based on current 
transaction made in the ordinary course of business; 

(e)    "recognized stock exchange" shall have the same meaning as assigned to it in clause 
(f) of section 2 of the Securities Contracts (Regulation) Act, 1956 (42 of 1956); 

(f)    "registered dealer" means a dealer who is registered under Central Sales Tax Act, 
1956 or General Sales Tax Law for the time being in force in any State including 
value added tax laws; 

(g)    "registered valuer" shall have the same meaning as assigned to it in section 34AB 
of the Wealth-tax Act, 1957 (27 of 1957) read with rule 8A of Wealth-tax Rules, 
1957; 

(h)    "securities" shall have the same meaning as assigned to it in clause (h) of section 2 
of the Securities Contracts (Regulation) Act, 1956 (42 of 1956); 
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(i)    "unquoted shares and securities", in relation to shares or securities, means shares 
and securities which is not a quoted shares or securities; 

(j)   "valuation date" means the date on which the property or consideration, as the 
case may be, is received by the assessee. 

 
 
Determination of fair market value. 
11UA. (1) For the purposes of section 56 of the Act, the fair market value of a property, other 
than immovable property, shall be determined in the following manner, namely,— 

(a)    valuation of jewellery,— 

(i)    the fair market value of jewellery shall be estimated to be the price which 
such jewellery would fetch if sold in the open market on the valuation date; 

(ii)    in case the jewellery is received by the way of purchase on the valuation 
date, from a registered dealer, the invoice value of the jewellery shall be 
the fair market value; 

(iii)    in case the jewellery is received by any other mode and the value of the 
jewellery exceeds rupees fifty thousand, then assessee may obtain the 
report of registered valuer in respect of the price it would fetch if sold in 
the open market on the valuation date; 

(b)    valuation of archaeological collections, drawings, paintings, sculptures or any work 
of art,— 

(i)    the fair market value of archaeological collections, drawings, paintings, 
sculptures or any work of art (hereinafter referred as artistic work) shall be 
estimated to be price which it would fetch if sold in the open market on 
the valuation date; 

(ii)    in case the artistic work is received by the way of purchase on the valuation 
date, from a registered dealer, the invoice value of the artistic work shall 
be the fair market value; 

(iii)    in case the artistic work is received by any other mode and the value of the 
artistic work exceeds rupees fifty thousand, then assessee may obtain the 
report of registered valuer in respect of the price it would fetch if sold in 
the open market on the valuation date; 

(c)    valuation of shares and securities,— 

(a)    the fair market value of quoted shares and securities shall be determined 
in the following manner, namely,— 

(i)    if the quoted shares and securities are received by way of 
transaction carried out through any recognized stock exchange, 
the fair market value of such shares and securities shall be the 
transaction value as recorded in such stock exchange; 

(ii)    if such quoted shares and securities are received by way of 
transaction carried out other than through any recognized stock 
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exchange, the fair market value of such shares and securities shall 
be,— 

(a)    the lowest price of such shares and securities quoted on 
any recognized stock exchange on the valuation date, and 

(b)    the lowest price of such shares and securities on any 
recognized stock exchange on a date immediately 
preceding the valuation date when such shares and 
securities were traded on such stock exchange, in cases 
where on the valuation date there is no trading in such 
shares and securities on any recognized stock exchange; 

(b)   the fair market value of unquoted equity shares shall be the value, on the 
valuation date, of such unquoted equity shares as determined in the 
following manner, namely:— 

 
  the fair market value of unquoted equity shares =(A+B+C+D - L)× (PV)/(PE), 

where, 
 

  A= book value of all the assets (other than jewellery, artistic work, shares, 
securities and immovable property) in the balance-sheet as reduced by,— 

(i)   any amount of income-tax paid, if any, less the amount of income-
tax refund claimed, if any; and 

(ii)   any amount shown as asset including the unamortised amount of 
deferred expenditure which does not represent the value of any 
asset; 

 
  B = the price which the jewellery and artistic work would fetch if sold in the 

open market on the basis of the valuation report obtained from a 
registered valuer; 

 
  C = fair market value of shares and securities as determined in the manner 

provided in this rule; 
 

  D = the value adopted or assessed or assessable by any authority of the 
Government for the purpose of payment of stamp duty in respect of the 
immovable property; 

 
  L= book value of liabilities shown in the balance sheet, but not including 

the following amounts, namely:— 

(i)   the paid-up capital in respect of equity shares; 

(ii)   the amount set apart for payment of dividends on preference 
shares and equity shares where such dividends have not been 
declared before the date of transfer at a general body meeting of 
the company; 

(iii)   reserves and surplus, by whatever name called, even if the 
resulting figure is negative, other than those set apart towards 
depreciation; 

(iv)   any amount representing provision for taxation, other than 
amount of income-tax paid, if any, less the amount of income-tax 
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claimed as refund, if any, to the extent of the excess over the tax 
payable with reference to the book profits in accordance with the 
law applicable thereto; 

(v)   any amount representing provisions made for meeting liabilities, 
other than ascertained liabilities; 

(vi)   any amount representing contingent liabilities other than arrears 
of dividends payable in respect of cumulative preference shares; 

 
  PV= the paid up value of such equity shares; 

 
  PE = total amount of paid up equity share capital as shown in the balance-

sheet; 

(c)    the fair market value of unquoted shares and securities other than equity shares in 
a company which are not listed in any recognized stock exchange shall be estimated 
to be price it would fetch if sold in the open market on the valuation date and the 
assessee may obtain a report from a merchant banker or an accountant in respect 
of which such valuation. 

 
(2) Notwithstanding anything contained in sub-clause (b) of clause (c) of sub-rule (1), the fair 
market value of unquoted equity shares for the purposes of sub-clause (i) of clause (a) of 
Explanation to clause (viib) of sub-section (2) of section 56 shall be the value, on the valuation 
date, of such unquoted equity shares as determined in the following manner under clause (a) 
or clause (b), at the option of the assessee, namely:— 

(a) 
the fair market value of unquoted equity 
shares = 

(A–L) 
× (PV), 

(PE) 

  where,   

  A = book value of the assets in the balance-sheet as reduced by any amount of tax 
paid as deduction or collection at source or as advance tax payment as 
reduced by the amount of tax claimed as refund under the Income-tax Act and 
any amount shown in the balance-sheet as asset including the unamortised 
amount of deferred expenditure which does not represent the value of any 
asset; 

  L = book value of liabilities shown in the balance-sheet, but not including the 
following amounts, namely:— 

(i)   the paid-up capital in respect of equity shares; 

(ii)   the amount set apart for payment of dividends on preference shares and 
equity shares where such dividends have not been declared before the 
date of transfer at a general body meeting of the company; 

(iii)   reserves and surplus, by whatever name called, even if the resulting figure 
is negative, other than those set apart towards depreciation; 

(iv)   any amount representing provision for taxation, other than amount of tax 
paid as deduction or collection at source or as advance tax payment as 
reduced by the amount of tax claimed as refund under the Income-tax Act, 
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to the extent of the excess over the tax payable with reference to the book 
profits in accordance with the law applicable thereto; 

(v)   any amount representing provisions made for meeting liabilities, other 
than ascertained liabilities; 

(vi)   any amount representing contingent liabilities other than arrears of 
dividends payable in respect of cumulative preference shares; 

  PE = total amount of paid up equity share capital as shown in the balance-sheet; 

  PV = the paid up value of such equity shares; or 

(b)   the fair market value of the unquoted equity shares determined by a merchant 
banker as per the Discounted Free Cash Flow method. 

 
 
Determination of Fair Market Value for share other than quoted share. 
11UAA. For the purposes of section 50CA, the fair market value of the share of a company 
other than a quoted share, shall be determined in the manner provided in sub-clause (b) or 
sub-clause (c),as the case may be, of clause (c) of sub-rule (1) of rule 11UA and for this purpose 
the reference to valuation date in the rule 11U and rule 11UA shall mean the date on which 
the capital asset, being share of a company other than a quoted share, referred to in section 
50CA, is transferred. 
 
 
[Prescribed class of persons for the purpose of clause (XI) of the proviso to clause (x) of sub-
section (2) of section 56. 
11UAC. The provisions of clause (x) of sub-section (2) of section 56 shall not apply to,- 
(1) any immovable property, being land or building or both, received by a resident of an 
unauthorised colony in the National Capital Territory of Delhi, where the Central Government 
by notification in the Official Gazettee, regularised the transactions of such immovable 
property based on the latest Power of Attorney, Agreement to Sale, Will, possession letter 
and other documents including documents evidencing payment of consideration for 
conferring or recognising right of ownership or transfer or mortgage in regard to such 
immovable property in favour of such resident. 
 
Explanation.—For the purposes of this sub-rule,- 
  (a) "resident" means a person having physical possession of property on the basis of a 
registered sale deed or latest set of Power of Attorney, Agreement to Sale, Will, possession 
letter and other documents including documents evidencing payment of consideration in 
respect of a property in unauthorised colonies and includes their legal heirs but does not 
include tenant, licensee or permissive user; 
  (b) "unauthorised colony" shall have the same meaning as assigned to it in clause (b) of 
section 2 of the National Capital Territory of Delhi (Recognition of Property Rights of Residents 
in Unauthorised Colonies) Act, 2019 (45 of 2019). 
 
(2) any movable property, being unquoted shares, of a company and its subsidiary and the 
subsidiary of such subsidiary received by a shareholder, where,- 
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  (i) the Tribunal, on an application moved by the Central Government under section 241 of 
the Companies Act, 2013, has suspended the Board of Directors of such company and has 
appointed new directors nominated by the Central Government under section 242 of the said 
Act; and 
  (ii) share of company and its subsidiary and the subsidiary of such subsidiary has been 
received pursuant to a resolution plan approved by the Tribunal under section 242 of the 
Companies Act, 2013 after affording a reasonable opportunity of being heard to the 
jurisdictional Principal Commissioner or Commissioner. 
 
Explanation.— For the purposes of this sub-rule,- 
  (a) a company shall be a subsidiary of another company, if such other company holds more 
than half in nominal value of the equity share capital of the company; 
  (b) "Tribunal" shall have the meaning assigned to it in clause (90) of section 2 of the 
Companies Act, 2013 (18 of 2013). 
 
(3) any movable property, being equity shares, of the reconstructed bank, received by the 
investor or the 
investor bank, as the case may be, where the said share has been allotted by the 
reconstructed bank under the scheme at a price specified in sub-paragraph (3) of paragraph 
3 of the scheme. 
Explanation.— For the purposes of this sub-rule,- 
  (a) "investor"shall have the same meaning as assigned to it in sub-clause (b) of clause (1) of 
paragraph 2 of the Scheme; 
  (b) "investor bank"shall have the same meaning as assigned to it in sub-clause (c) of clause 
(1) of paragraph 2 of the Scheme; 
  (c) "reconstructed bank" shall have the same meaning as assigned to it in sub-clause (d) of 
clause (1) of paragraph 2 of the Scheme; 
  (d) "Scheme" means Yes Bank Limited Reconstruction Scheme, 2020. 
 
(4) any movable property, being equity shares, of the public sector company, received by a 
person from the Central Government or any State Government under strategic disinvestment. 
Explanation-For the purpose of this clause, 'strategic disinvestment' shall have the same 
meaning as assigned to it in clause (iii) of Explanation to clause (d) of sub-section (1) of section 
72A. 
 


