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CHAPTER III
GIFT TAX PROUISIUNS IN NUTSHELL

3.1 SECTION 3 OF THE GIFT TAX ACT.
1958

Section 3 - Charge oF Gift .Tax

The charge of tax on gifts arises in the event of 
a transfer. The rates of Gift Tax are determined under the 
Finance Act. However, the Act unaer Section 3 precisely 
under Chapter 2 of the Act provides for a "Charge of Gift 
Tax". Section 3 of the Act reads as under:

"1, Subject to the other provisions contained 
in this Act, there shall be charged for 
every (Assessment) year commencing on and 
from the First day of April, 1958 (but 
before the 1st day of April, 1987.), a tax 
(hereinafter referred to as Gift Tax) in 
respect of the Gifts, if any, made by a 
person during the previous year (other 
than Gifts made before the 1st day of 
April, 1957), at the rate of rates 
specified in the Schedule;

2. "(Subject to the other, provisions contained 
in this Act), there shall be charged for 
every assessment year commencing on and
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from the 1st day of April, 1987, Gift Tax 

in respect of the Gifts,if any, made by a 

person during the previous year, at the 
rate of 30$ on the value of all taxable 

gifts".

The examination of this Section reveals the following 

significant features:

1. The charge salary for every assessment 

year,

2. The charge salary in respect of the 

gifts made by the persons during the 

previous year,

3. The rates of tax shall be specified in 

Schedule.

4. In respect of gifts on and from the 

1st April, 1987 onwards the Gift Tax @ 

30$ on the value of all taxable gifts 

shall be charged.

It is important to note here that Direct Tax Laws 

(Amendment), 1987, with effect from 1st April, 1989, has, 

instead of varying rates of tax, introduced a standard 

rate at 30$ on all value of taxable gifts. This is a 

significant amendment as it eliminates the arithmetical 

complications for determination of tax. However, it is



suggested that there should be a specific stability so far 
as this standard charge is concerned. The effect of 
inflation on the valuation of gifts, however, escapes the 
attention of fiscal experts; care should, however, be 
taken in this regard because the basic objective of reducin 
income and wealth inequalities would be frustrated.

Assessable Entities

The tax on gifts is levied under the legislation on 
every person making a gift within the meaning of the term 
’Gift' as defined under Section 2 (xii), of the Act. 
Therefore, the Act has precisely defineo the term ’Person’. 
This definition is inclusive and reads under Section 2 
(xviii) of the Act as under:

"Person includes a Hindu Undivided Family or 
a Company or an Association of persons or a 
body of individuals or persons, whether 
incorporated or not"

Therefore, the assessable entities on the basis of 
this definition are as under:

i) An individual
ii) A Hindu Undivided Family

iii) A Company
iv) An association of persons or body

of individuals



This definition covers both natural or artificial 
persons and even juristic persons; it includes male, female, 
adult, minor, other incapacitated persons, co-ouners, co
trustees and co-executors, etc.

3.2 SECTION 4 OF THE GIFT TAX ACT.195B 

DEEMED GIFTS

The term ‘Gift* assumes wider interpretation under the 
Act; as defined under Sec.2 (xii), it means -

•'Gift means the transfer by one person to another 
of any existing moveable or immoveable property 
made voluntarily and without consideration in 
money or moneys worth and (includes the transfer 
or conversion of any property referred to in 
Sec.4, deemed to be a gift under that Section)"

The detailed discussion is made in the earlier part 
of this study. The law further subject to taxation certain 
notional transactions falling under deeming provisions a3 
contained under Section 4 which is reproduced and reads as 
under;

"1. For the purpose of this Act -
(a) where property is transferred otherwise

than for adequate consideration, the 
amount by which the market value of the



proparty at the rate of transfer exceeds 
the value of consideration shall be deemed 
to be gift made by the transferor, 
(provided that nothing contained in this 
clause shall apply in any case where the 
property is transferred to the government 
or where the value of consideration for 
the transfer is determined or approved by 
the Central Government or the Reserve Bank 
of India);

(b) where property is transferred for a 
consideration which, having regard to the 
circumstances of the case, has not passed 
or is not intended to pass either in full 
or in part from the transferee to the 
transferor, the amount of consideration 
which has not passed or is not intended to 
pass shall be deemed to be a gift made by 
the transferor;

(c) where there is a release, aischarge, 
surrenaer, forfeiture or abandonment of 
any debt, contract or other actionable 
claim or of any interest in property by 
any person, the value of the release, 
discharge, surrender, forfeiture or
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abandonment to the extent to uhich it 
has not been found to the satisfaction 
of the (assessing officer) to have been 
bona fide, shall be deemed to be a gift 
made by the person responsible for the 
release, discharge, surrender, forfeiture 
or abandonment;

(d) where a person absolutely and entitled to 
property causes or has caused the same to db 
vested in whatever manner in himself and 
any other person jointly without adequate 
consideration and such other person makes
an appropriation from or out of the said 
property, the amount of the appropriation 
used for the benefit of the person making 
the appropriation or for the benefit of 
any other person shall be deemed to be a 
gift made in his favour by the person who 
causes or has caused the property to be so 
vested;

(e) where a person who has an interest in 
property as a tenant for a term for life 
or a remainoer man surrenders or relin
quishes his interest in the property or 
otherwise allows his interest to be termi
nated without consideration or for



a consideration which is not adequate, 
the value of the interest so surrendered, 
relinquished or allowed to be terminated 
or, as the casemay be the amount by which 
such value exceeds the consideration 
received shall be deemed to be a gift made 
by such person.

Where, in the case of an individual being a 
member of Hindu Undivided Family, any 
property having been the separate property 
of the individual has been converted by the 
individual into property belonging to the 
family through the act of impressing such separate 
property with the character of property belonging 
to the family or throwing it into the common 
stock of the family (such property being 
hereafter in this sub-Section referred to as 
converted property), then, notwithstanding 
anything contained in any other provision of 
this Act or any other law for the time being 
in force, for the purpose of computation of the 
taxable gifts made by the individual the 
inaividual shall be deemed to have made a gift 
of so much of the converted property as the 
members of the Hindu Undivided Family other than 
such individual would be entitled to, if a



partition of the converted property had 
taken place immediately after such 
conversion.
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The salient featuresof this significant provision
are as under:

1. The Act enhances the scope of taxable gifts by applying 
fictional provisions. As a result the gifts uhich 
otherwise would escape assessability would be brought 
within the purview of assessment. This is deterrent 
provision against the tax evasion and avoidance.

2. The transfers covered under deeming provisions include 
properties transferred otherwise than for adequate 
consideration. Transactions with the government are 
however excluded.

3. The tranfer under inadequate consideration are also 
considered under the provision.

4. Transfers under an indirect mode such a3 release, 
discharge etc. would also attract the tax liability.

5. Lastly, transactions of relinquishment or termination 
of interest are also given due attention.

The most significant mode of avoiding tax evasion
is however effected from 1.4.1972, The conversion of
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individual property into H.U.F, property is also brought 
to a halt. With this provision under Sec.4, all possible) 
areas of tax evasion by transfer uf property are arresteo.
The main intention under this provision is tu avoid all sorts 
of attempts by a tax planner to escape levies unGer Income- 
tax and Wealth Tax, As such, this provision which very closely 
is linked with other taxes is highly significant. There 
are corresponding provisions of same nature under Wealth Tax 
Act, 1957 and Income-tax Act, 1961. With the introduction of 
this Act, no doubt, a good beginning has been made to have 
an integrated tax structure.



3.3 SECTION 5 OF THE GIFT TAX ACT.1958

EXEMPTION IN RESPECT OF CERTAIN
GIFTS

The Act, by virtue of Section 5, excludes certain 
gifts from the tax liability under Gift Tax. Mr.Gulanikar, 
in his commentary, summarises the nature of these exemptions 
as under:

Survey: This Section provides for

i) Fourteen exemptions
ii) lays doun the gamut of taxation and

iii) prescribes technical test for determining 
the residential status of the units of 
assessment. The exemptions may be grouped 
baseuise.

Thus,
i) Location and nature of property,

Cl«( i) Immovable property
"i

( ii) Movable property 

ii) Character of donee:
Cl.( iv) Government or Local Authority 
Cl.( v) Charitable Institutions 
Cl,( v ) Notified temples
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iii) Character of donor;
Cl, (iia) Not residents for gifts of 

Foreign ILxchange;
Cl, (xvi) by Rulers, out of privy purse;

iv) Relationship with donor:
Cl, (xii) Education of children

v) Nature of disposition;
Cl, (iii) Post Office Saving Certificates;
Cl, ( x) Gifts under will;
Cl, ( xi) Gifts in contemplation of death;

vi) Occasion or nature ofgifts:
Cl, (vii) Marriage gifts;
Cl, (xii) Retirement benefits to employees;
Cl, (xiv) Business gifts;
Cl, ( xv) Gift to Bhoodan, etc.

The relevant provisions of Section 5 are reproduced 
as under;

"5, (l) Gift-tax shall not be charged under this Act in 
respect of gifts made by any person -

( i) of immovable property situate outside the 
territories to which this Act extends;

territories unless rne person -
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(a) being an individual, is a citizen of India ano 
is ordinarily resident in the said territories, 
or

(b) not being an individual, is resident in the 
said territories during the previous year in 
which the gift is made;

(iia) being an individual who is not resident in India,
to any person resident in India, of foreign currency 
or other foreign exchange as defined respectively 
in clause (c) and clause (d) of section 2 of the 
Foreign Exchange Regulations Act, 1947 (7 of 1947) 
remitted from a country outside India in accordance 
with the provisions of the said Act and any rules 
made thereunder, during the period commencing on 
the 26th day of October, 1965, and ending on the 
28th day of February, 1966, or such later date as 
the Central Government may by notification in the 
Official Gazette, specify in this behalf.

Explanation: For the purposes of this clause, the 
expression "resident in India" shall have the 
meaning assigned to it in the Income-tax Act;)

(iib) being a person resident outside India, out of the 
moneys standing to his credit in a Non-resident 
(External) Account in any bank in India in 

accordance with the provisions of the Foreign 
Exchange Regulation Act, 1973 (46 of 1973), and 
any rules made thereunder.



explanation: For the purposes of this clause,
•'person resident outside India" has the meaning assigned 
to it in clause (q) of section 2 of the Foreign Exchange 
Regulations Act, 1973 (46 of 1973);)

((iic) being a citizen of India, or a person of Indian
origin, who is not resident in India, to any relativ/e 
of such person in India, of convertible foreign 
exchange remitted from a country outside India in 
accordance with the provisions of the Foreign Exchange 
Regulations Act, 1973 (46 of 1973), and any rules made 
thereunder.

Explanation: For the purposes of this clause and
clause (iid), -

(a) a person shall be deemed to be of Indian origin 
if he or either of his parents or any of his 
grand-parents was born in undivided India;

(b) "convertible foreign exchange" means foreign 
exchange which is for the time being treated by 
the Reserve Bank of India as convertible foreign 
exchange for the purposes of the Foreign Exchange 
Regulation Act, 1973 (46 of 1973), and any rules 
made thereunder;

(c) "relative" has the meaning assigned to it in 
clause (41) of section 2 of the Income-tax Act;



(d) "resident in India" shall have the meaning 

assigned to it in the Income-tax Act;)

((iid) being a citizen of India or a person of Indian 

origin, who is not resident in Inoia, to any 

relative of such person in India of property in 
the form of (any foreign exchange asset as 

defined in clause (b) of section 115C of the 

Income-tax Act);)

((iii) of property in the form of savings certificates 

issued by the Central Government, which that 

Government, by notification in the Official 

Gazette, exempts from gift tax;

((iiib) of property in the form of Special bearer Bonds, 
1991;)

((iiic) (being an individual or a Hindu undivided family,) 

of property in the form of such Capital Investment 

Bonds as the Central Government may, by notification 

in the Official Gazette, specify in this Dehalf 

subject to a maximum of rupees ten lakhs in value 

in the aggregate in one or more previous years;

Provided that the exemption conferred by this 

clause shall be available only to a person who 
has initially subscribed to the said bonds;)



((iiid) being an individual or a Hindu undivided family, 
of property in the form of such Relief Bonas, as 
the Central Government may, by notification in the 
Official Gazette, specify in this behalf subject 
to a maximum of rupees five lakhs in value in the 
aggregate in one or more previuus years;

Provided that the exemption conferred by this 
clause shall be available only to a person who 
has initially subscribed to the said Bonds;)

( iv ) to the Government or any local authority (or any 
authority referred to in clause (2QA) of section 
1U of thu lnuumu-tax Act;)

( v ) to any institution or fun established (or deemed 
to be established) for a charitable purpose to 
which the provisions of (section BOG) of the 
Income-tax Act apply;

(( va) ( i) to such temple, mosque, gurdwara, church 
or other place as has been notified by 
the Central Government for the purposes of 
(clause (b) of sub-section (2) of section 
80G of the Income-tax Act); or

( ii) by way of settlement on trust, of property 
the income from which, according to tha deed 
of settlement, is to be used exclusively in
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connection with the temple, mosque, 
gurduara, church or other place 
specified therein and notified as 
aforesaid;)

(v/ii) to any relative dependent upon him for support
and maintenance, on the occasion of the marriage 
of the relative, subject to a maximum of rupees 
ten thousand in value in respect of the marriage 
of each such relative;

( x) under a will;
( xi) in contemplation of death;

(xii) For the education of his children, to the extant 
to which the gifts are proved to the satisfaction 
of the (Assessing Officer) as being reasonable 
having regard to the circumstances of the cas3;

(xiii) being an employer, to any employee by way of
bonus, gratuity or pension or to the dependants 
of a deceased employee, to the extent to uhicn 
the payment of such bonus, gratuity or pension 
is proved to the satisfaction of the (Assessing 
Officer) as being reasonable having regard to the 
circumstances of the case and is made solely ir 
recognition of the services rendered by the 
employee;



(xv) to any person in charge of any such uhoodan
or Sampattidan movement as the Central Government 
may, by notification in the Official Gazette, 
specify;

(ClA) Any reference in clause (v) of sub-section (l) 
to charitable purpose in relation to a gift made on or 
after the 1st day of April, 1964, shall be construed 
as not including a purpose the whole or substantially 
the whole of which is of a religious nature.)

(2) Without prejudice to the provisions contained 
in sub-section (l), gift-tax shall not be charged unaer 
this Act in respect of gifts made by any person during 
the previous year, subject to a maximum of rupees 
(twenty) thousand in value."

Une important observation in these regards is that 
the nature ana the conditions governing these exemptions 
have been modified from time to time. Apart from this in 

case of individuals, distinction has been made between 
citizens of India and persons who are not citizens of India. 
Apart from this, in case of immovable property, similar 
distinction of property outside the territories and within 
territories is made. There are certain exemptions in respect 
of Bhoo^an or Sampattidan which are outgraded. Besides
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exemption in respect of Saving Certificate, etc. should be
broadbased. Similarly, the basic exemption contained in
Section 5 (2) should be maintained keeping an eye on the
inflationary conditions in the economy. The following
chart indicates the standard basic exemptions for Income-tax,

it
Uealth Tax and Gift Tax and/can be seen that the exemption 
for Gift Tax has remained static for a long period, although 
the nominal and real value of rupee has undergone drastic .
variations.
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TABLE

Basic exemption limit for an individual assesses

Assessment year Income-tax Uealth tax Gift tax

1971-72 5,000 1,00,000 5,000
1972-73 5,000 1,00,000 5,000
1973-74 5,000 1,00,000 5,000
1974-75 5,000 1,00,000 5,000
1975-76 6,000 1,00,000 5,000
1976-77 6,000 1,00,000 5,000
1977-78 8,000 1,00,000 5,000
1978-79 10,000 1,00,000 5,000
1979-80 10,000 1,00,000 5,000
1980-81 10,000 1,50,000 5,000
1981-82 12,000 1,50,000 5,000
1982-83 15,000 1,50,000 5,000
1983-84 15,000 5,000
1984-85 15,000 5,000
1985-86 -- 15,000 5,000
1986-87 18,000 5,000
1987-88 18,000 20,000

It uill be seen from the above Table, that the
Income-tax exemption limit has risen by three times from
Rs.5,000 in 1971-72 to Rs.15 ,000 in 1982-83. The Uealth
tax limits have also gone up in the same period by 1.5 ti

8G4R
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From the assessment year 1986-87 the exemption limit of 
Wealth tax increased to Rs.5,00,000. Only the Gift tax 
exemption limit has stagnated at Rs.5,000 over a 
14 to 15 years. It is that the basic exemption is an 
inadequate after observation of following tables.
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Nominal and Real Exemption Limits for Gift Tax

(1971 - 1987)

Assessment Year Limit

Rs.

1971-72 5,000

1972-73 5,000

1973-74 5,000

1974-75 5,000

1975-76 5,000

1976-77 5,000

1977-78 5,000

1978-79 5,000

1979-80 5,000

1980-81 5,000

1981-82 5,000

1982-83 5,000

198 3-84 5,000

1984-85 5,000

1985-86 5,000

1986-87 5,000

1987-88 20,000

(Sources: 1. Value of Rupee

Value of

Rupee
Real Exemption

Limits

Rs.

ID• 2,700

.52 2,600

.46 2,300

.36 1,800

.31 1,550

«35 1,730

.32 1,600

.31 1,550

.30 1,500

.27 1,350

.24 1,200

.22 1,100

.20 1,000

.18 900

.1? 850

.16 800

.14 2,800

computed on the basis of CPI

For industrial workers with 1960 base 

general index as given in Economic Survey 

1986-87)



2. Monetary exemption limit as given in'.'
Annual Finance Acts.)

It is well borne from the table that the monetary 
exemption limit for the Assessment year 1986-87 has not 
risen from the assessment year 1971-72, but has decreased 
in real terms. For the assessment year 1971-72 the real 
basic exemption limit was Rs.2,700 but for the assessment 
year 1986-87, real limit was only Rs.8Q0. From the 
assessment year exemption limit increased to Rs.20,000.
This limit also became rather low because exemption limit 
raised in respect of Income-tax and Uealth tax from time 
to time. The .increase of monetary limit has been fully 
neutralised by increase in prices since the CPI stood at 
558 as on 31st March, 1984 and 688 on 31st December, 1986.

3.4 SECTION 6 OF THE GIFT TAX ACT.1958 
VALUATION OF GIFT

The most crucial matter in determination of assessable 
gifts relates to valuation of gifts. The value of gifted 
property has to be worked out on the day when the gift is 
effected. But the mode of valuation is ultimately governed 
by Section 6 of the Act, This Section lays down the method 
of valuation of gifted property and the same is reproduced
hereunder:
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"Section 6 - Value of gifts, how determined:

(1) The value of any property other than cash 
transferred by may of gift, shall, subject 
to the provisions of sub-sections (2) and 
(3), be estimated to be the price uhich in 
the opinion of the (Assessing Officer), it 
would fetch if sold in the open market on 
the date on which the gift was made.

(2) Where a person makes a gift which is not 
revocable for a specified period, the value
of the property gifted shall be the capitalised 
value of the income from the property gifted 
during the period for which the gift is not 
revocable.

(3) Where the value of any property cannot be 
estimated under sub-section (1) because it
is not saleable in the open market, the *
value shall be determined in the prescribed 
manner."

Similar to this the relevant rules so far as valuation 
is concerned are rules number 10, 11, 11(a) and 11 (B) of 
the Gift Tax Rules, 1958.

"10, - (1) The value of a policy of insurance shall be
its cash surrender value on the date on uhich
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the gift was made,

(2) Where the articles of association of a private 
company contain restrictive provision as to the 
alienation of shares, the value of the shares,
if not ascertainable by reference to the value of 
the total assets of the company, shall be estimated 
to be what they would fetch if on the date of gift 
they could be sold in the open market on the terms 
of the purchaser being entitled to be registered 
as holder subject to the articles, but the fact that 

a spue.Iul buyur would for his own upucltil ruoaurie 
give a higher price than the price in the open 
market shall be disregarded,

(3) The value of an interest in a firm or association 
of persons shall be determined in accordance with 
the following provisions, namelyi-

(a) The excess of the market value of the assets
of the firm or association over its liabilities 
(excluding reserves) shall be determined as 
on the date of gift,

(b) The aforesaid excess shall be allocated among 
the partners of the firm or members of the 
association in accordance with the agreement 
of partnership or association. For the
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distribution of assets in the event of 

dissolution of the firm or association, or in 

the absence of any such agreement, in the 

proportion in which the partners or members 

are entitled to share profits.

(c) The total of the amount allocated under clause 

(b) to each partner or member together with 

the capital contributed by him shall be treated 

as the value of his interest.

(4) The value of any other not saleable in the open 

market shall be (determined in accordance with 

such guidelines or principles as may be laid down 

by the Board from time to time by general or special 

order).

Fixation of capitalised value

11. (1) In the case of property referred to in sub-section 

(2) of the Suction 6 of tfiu 4ot, Lho capitalJ utrJ 

value of the income shall be taken to be the product* 

of the number of complete years included in the 

period for which the gift is not revocable and the 

average of the income received from the property 

during the three years or such lesser perioa of 

complete years in which such property was in exlstenci
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preceding the previous year for the year of 
assessment after discounting it at a rate of 
4 per cent per annum.

Provided that where the property was in 
existence for less than one complete year 
preceding the previous year for the year of 
assessment or came into existence in the previous 

year for the yuar of assessment, the incuino 
from such property for one complete year shall 
be the income which would have been receivable, 
if the property were in existence for one 
complete year.

(2) The income from such property for each of the 
years for which it is to be determined shall, 
for the purposes of this rule, be the amoun: of 
the total receipt received or receivable for 
each such year, reduced by the amount of expenditure 
which, in the opinion of the Gift tax Officer, 
would reasonably be incurred for the purposes of 
making or earning the income;

Provided that where there are no receipts or 
where the total of the receipts is, in the opinion 
of the Gift tax Officer, lower than tha receipts



which an owner of ordinary prudence would 
obtain or earn on such property or properties 
similar to that during the relevant period, thw 
Gift tax Officer shall, after giving the 
assessee a reasonable opportunity of being heard, 
determine the income on the basis of receipts 
which such owner would obtain,

(Conoitions for reference to valuation officers.

IIA, The percentage of the value of the property as 
returned and the amount referred to in sub
clause (i) of clause (b) of sub-section (6) of 
section 15 shall, respectively, be 33,1/3 per cent 
and Rs.50,000),

(Form of report of valuation by registered valuer.

IIB, The report of valuation by registered valuer in 
respect of any asset shall be furnished in the 
appropriate form specified in rule 80 of the 
Wealth tax Rules, 1957, and shall be verified _n 
the manner indicated in such form.)”

The following observations can be made from the above 
revisions as contained in the Act as well as in the Rules,

1. The provisions regarding valuation of property 
as contained under Wealth Tax Act, 1957, is more
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or less the same. Section 7 of Wealth Tax Act, 

(l) reads as under:

"(Subject tu any rules made in this 

behalf, the value) of any asset, other 

than cash, for the purpose of this Act, 

shall be estimated to be the price uhich 

in the opinion of the (Assessing Ufficer) 

it would fetch if sold in the open market 

on the valuation date."

Similarly, the provisions regarding computation of 

Capital Gain under thB Income-tax Act, 1961 in relation to 

a capital asset for determination of "Fair Market Value" 

under Section 2 (22A) is as under:

"Fair Market Value", in relation to a capital 

asset, means -

(i) the price that the capital asset would 

ordinarily fetch on sale in the open 

market on the relevant date; and

(ii) where the price referred to in sub

clause (i) is not ascertainable, such 

price as may be determined in accordance 

with the rules made under this Act."
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From this definition it is suggested that the matter 
relating to valuation of property under Gift Tax Act or 
determination of Fair Market Ualue under the Income-tax Act, 
should be so designed that -

1. there should be simplicity in determining 
the value;

2. the scope for litigations should be 
minimised;

3. the role of discretion should be 
minimised.

The above suggestions are made because highpitched 
valuation is ultimately the battle-ground before the Courts 
of Lau whereas the lower valuation is a source of corruption. 
There should be a systematic, simple, scientific procedure 
as far as possible covering all Direct Tax Laws which should 
have some sort of finality.

3.5 SECTIONS 7 TO 12 OF THE GIFT 
TAX ACT. 1958.

GIFT TAX AUTHORITIES

The administration of the Gift Tax Acts is vested in 
authorities laid down under Chapter 3 of the Act. Substantial
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changes have been effected in this Chapter by the Direct 
Tax Laws (Amendment) Act, 1987, operative from 1.4.1988.
The lau is administered by Income-tax authorities as specified 
in Section 116 of the Act. The said Section under Chapter 
XIII of the said Act is also substituted by the Direct Tax 
Laws (Amendment) 1987, The follouing shall be the 
authorities.

(a) The Central Board of Direct Taxes constituted 
under the Central Boards of Revenue Act, 1963 
(54 of 1963)

(b) Directors-General of Income-tax or Commissioners 
of Income-tax

(c) Directors of Income-tax or Commissioners of 
Income-tax or Commissioners of Income-tax 
(Appeals)

(d) Deputy uirectors of Income-tax or Deputy 
Commissioners of Income-tax or Deputy Commissioners 
of Income-tax (Appeals)

(a) Assistant Directors of Income-tax or Assistant 
Commissioners of Income-tax

(f) Income-tax Officers

(g) Tax Recovery Officers

(h) Inspectors of Income-tax

• A
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The authorities under Section 116, “shall exercise 

the powers and perform the functions of a Gift tax authority". 

Similarly, the jurisdiction urvJer Income-tax shall be the 

same for Gift tax. Section 120 of the Income-tax Act, 1961 

determines the jurisdiction of the Income-tax authorities, 

which is based on a

(a) territorial areas

(b) persons or classes of persons

(c) incomes or classes of incumes, and

(d) cases or classes of cases.

The Central Board of Director Taxes is an authority 

which by general or special order decides the jurisdiction or 

authorises Director General or Director to perform such 

function assigned to him by Board or may empower even the 

Commissioner may be assigned such function.

The Direct Tax Laws (Amendment) Act, 19B7 has further 

amended the provisions relating to control of Gift tax 

authorities. In brief, the chapter deals with the administra

tive aspects of the Gift tax authorities. The relevant 

provisions have been simplified.



3-6 SECTION 13 OF THE GIFT TAX ACT,1958

ASSESSMENT

Chapter (IV) of the Act contends procedure of 

assessment in Sections commencing from 13 to Section 18A, 

covering about 11 Sections under this title. These Sec-ions
-I

are more or less similar to Income-tax and Wealth Tax. 'A 

speciman Return of Gift forming part of Income-tax Rules, 

1958 is annexed to this study.)

RETURN OF GIFT

Section 13 fixes the liability to gift on every 

person in respect of taxable gifts. The Return of Gift 

ought to be furnished by every person. The Return must be 

submitted before 30th day of June of the corresponding 

assessment year to the assessing officer in the prescribed 

form and in the prescribed manner. The verification of 

Return is as under;

” VERIFICATION

I ................. .. declare that to the best of my

knowledge and belief the information given 

in parts I, IA and III of this Return is 

correct and complete and that no gift which 

is required to be taken into consideration in

1. Extracted from TAXMAN's Wealth Tax Act & Gift Tax Act 
with Rules & References, 1988.



5o

computing the taxable gift made during

the previous year ended on . . . . . has
been omitted.

2. I further declare that I uas a citizen
not a

of India and uas ordinarily resident citizen of India not ordinarily resident
in the territories to which the Gift Tax
Act, 1958, extends during the previous year
enoed on ......

OR

I further declare that the Hindu Undivided
Family/Company/Firm/association of persons
uas resident in the territories to

not resident
which the Gift Tax Act, 1958, extends during 
the previous year ended on ....
Place ..... . . . . .
n . Signature

Status "

The wrong or false verification by thu assesses 
invites penal action.

The Return of Gift is divided in five parts and the



assesses has to give full information as required by the 
Return. Incomplete information may make the Return invalid. 
It is on the basis of this Return the assessment procedure 
starts. The liability to submit Return is basically on the 
assesses, but the assessing officer may also serve a notice 
on the assesses. The amended provision of Section 13 
operative from 1.4.1989 is as under?

"1, Every person who during a previous year 
has made any taxable gifts, or is assessable 
in respect of the taxable gifts made by any 
other person under this Act, which, in either 
case, exceeded the maximum amount not chargeable 
to Gift Tax, shall, on or before the 30th day 
of Dune of the corresponding assessment year, 
furnish a return of such gifts in the 
prescribed form and verified in the prescribed 
manner and setting forth such other particulars 
as may be prescribed.”

"2. Notwithstanding anything contained in any 
other provision of this Act, a return which 
sliuwa the amount ur taxable girt* beluu the
maximum amount which is not chargeable to tax 
shall be deemed never to have been furnished.”

” Provided that this sub-section shall not 
apply to a return furnished in response to a
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notice under Section 16.M

" 3. The (Assessing Officer) may, in his 
discretion, extend the date for the 
delivery of the return under this Section."

The following facts emerge from Chapter IV of the
Act.

1. Under the amended provision any Heturn below taxable 
gifts shall not be treated as a Return.

2. The Assessing Officer shall in his discretion grant 
the time for submission oaf Return.

3. Errors and omissions in the original Return can be 
corrected by the assesses by filing a revised Return. 
But this can be done before the assessment is 
completed or uithin one year from the relevant 
assessment year, whichever is earlier (Section 14).

4. Return of Gift can be signed by the individual and 
in his absence from India, by a person authorised by 
him. These provisions are similar to Income-tax 
Act (Section 14A).

5. There is a specific provision of self-assessment 
where tax has to be paid first and the challan must 
be enclosed to the Return. If this provision is 
not complied with the assesses shall be deemed to b8 
an assesses in default.
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6. The regular assessment may be made by the Assessing 

Officer without requiring the presence of the 

assesses or by issuing a notice.

7, The Assessing Officer has a power to refer the matter 

to the Valuation Officer for the valuation of the 

property.

There are substantial changes under Direct Tax Laws 

(Amendment) Act, 1987 with effect from 1.4.1989, The 

amended Section reads as under;

"Assessment,

15 (1) (a) Where a return has been made under 

section 13 or section 14 or in 

response to a notice under clause (l) 

of sub-section (4),-

(i) If any tax or interest is found due 

on the basis of such return after 

adjustment of any amount paid by way 

of tax or interest, an intimation 

shall be sent to the assesses specify

ing the sum so payable, and such 

intimation shall be deemed to be a 

notice issued under section 31 and 

all the provisions of this Act shall 

apply accordingly; and



(ii) if any refund is due on the basis of such
return, it shall be granted to the assessee;

Provided that in computing the tax or interest 
payable by, or refundable to the assessee, 
the following adjustments shall be made in 
the taxable gifts declared in the return, 
namelyj-

( i) any arithmetical errors in the return, 
accounts or documents accompanying it 
shall be rectified;

( ii) any exemption or deduction, which, on 
the basis of the information available 
in such return, accounts or documents, 
is prima facie admissible but which is 
not claimed or made in the return, 
shall be allowed;

(iii) any exemption or deduction claimed or
made in the return, which, on the basis 
of the information available in such 
return, accounts or documents, is prima 
facie inadmissible, shall be disallowed;

(b) Uhere as a result of an order made under section 
16 or section 22 or section 23 or section 24 or
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section 26 or section 28 or section 34 relating to 
any earlier assessment year and passed subsequent 
to the filing of the return referred to in clause 
(a), there is any variation in the exemption or 
deduction claimed or made in the return, and as a 
result of which, -

( i) if any tax or interest is found due, an 
intimation shall be sent to the assesses 
specifying the sum so payable, and such 
intimation shall be deemed to be a notice 
of demand issued undersectiun 31 and all 
the provisions of this Act shall apply 
accordingly; and

(ii ) if any refund is due, it shall be granted 
to the assessee;

Provided that an intimation for any tax or 
interest due under this clause shall not 
be sent after the expiry of four years from 
the end of the financial year in which any 
such order was passed,

(2) In a case referred to in sub-section (l), if the 
Assessing Officer considers it necessary or 
expedient to ensure that the assessee has not 
omitted to disclose any taxable gift or has not
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understated the amount or value of any such gift 
or has nut under-paid the tax in any manner,he 
shall serve on the assesses a notice requiring him, 
on a date to be specified therein, either to attend 
tit Lliu officii uf Lliu Wuoonainy Uffleer or to 
produce, or cause to be produced there, any evidence 
on which the assesses may rely in support of the 
return;

Provided that no notice under this sub-sectiun 
shall be served on the assesses after the expiry 
of the financial year in which the return is 
furnished or on the expiry of six months from the 
end of the month in which the return is furnished, 
whichever is later,

(3) On the date specified in the notice issued under 
sub-section (2) or, as soon afterwards as may be, 
after hearing such evidence as the assesses may 
produce and such other evidence as the Assessing 
Officer may require on specified points, and after 
taking into account all relevant material which he 

has gathered, the Assessing Ufficer shall, by 
order in writing, assess the value of taxable gifts 
made by the assesses and determine the sum payable 
by him on the basis of such assessment.
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(4) For the purposes of making an assessment under 
this Act, the Assessing Officer may serv/e,on 
any person who has made a return unoer section 
13 or section 14 or in whose case the time 
allowed under sub-section (1) of section 13 for 
furnishing the return has expired, a notice 
requiring him, on a date to be specified 
therein. -

( i) where such person has not made a return
before the end of the relevant assessment 
year, to furnish a return of the taxable 

gifts iiiuUb by him or u!' tliu toxubiu yifto 
made by any other person in respect of 
which he is assessable under this Act 
during the previous year, in the prescribed 
form and verified in the prescribed manner 
and setting forth such other particulars 
as may be prescribed, or

( ii) to produce or cause tu be produced such

accounts, records or other documents as the 
Assessing Officer may require.

(5) If any person, -

(a) fails to make the return required under sub
section (1) of section 13 and has not made



a return or a revised return under section 14, 
or

(b) fails tu comply with all the terms of a notice
issued under sub-section (2) or sub-section (4),

the Assessing Ufficer, after taking into account all 
relevant material which he has gathered, shall,after 
giving such person an opportunity of being heard, 
estimate the value uf taxable gifts to the best of his 
judgment and determine the sum payable by such person 
on the basis of such assessment;

Provided that such opportunity shall be given by the 
Assessing Officer by serving a notice calling upon 
the person to show cause, on a date and time to be 
specified in the notice,why the assessment should 
not be completed to the best of his judgment;

Provided further that it shall notbe necessary to 
give such opportunity in a case where a notice under 
sub-section (4) has been issued prior to the making 
of the assessment under this sub-section.

(6) Notwithstanding anything contained in section 6, for 
the purpose of making an assessment under this Act, 
the Assessing Officer may refer the valuation of 
such property to the valuation officer, -



(a) in a case, where the value of the property 

as returned is in accordance with the 

estimate made by a registered valuer, if the 

Assessing Officer is of the opinion that the 

value so returned is less than its fair market 

value;

(b) in any other case, if the Assessing Officer 

is of opinion -

( i) that the fair market value of the 

property exceeds the value of the 

property as returned by more than such 

percentage of the value of the 

property as returned or by more than 

such amount as may be prescribed in 

this behalf; or

( ii) that having regard to the nature of 

the property and other relevant 

circumstances, it is necessary so to do,

and whore any such refurunce is inudo, the provisions 
of sub-sections (2), (3), (4), (5) and (6) of sectio 

16A, clauses (ha) and (i) of sub-section (1) and sub 

sections (3A) and (4) of section 23, sub-section 

(5) of section 24, section 34AA, section 35 and 
section 37 of the Uealth-tax Act, 1957 (27 of 1957),



shall uith the necessary modifications, apply 
in relation to such reference as they apply in 
relation to a reference made by the Assessing 
Officer under sub-section (l) of Section 16A of 
that Act.

Explanation; In this sub-section, "Valuation 
Officer" has the same meaning as in clause (1) 
of section 2 of the Uealth-tax Act, 1957 (27 of 
1957)."

The Assessing Officer also derives power under
Section 16 to re-open the Gift Escaping Assessment -

(a) If he has reason to believe that by reason of 

the omission or failure on the part of the 
assesses to make a return under Section 13 of 
the gifts made by him or any other person in 
respect of which he is assessable under this Act 
for any assessment year, or to disclose fully and 
truly all material facts necessary for assessment 
of the gifts made by him, or such other person 
for that year, any taxable gift has escaped 
assessment for that year, whether by reason of 
under-assessment or assessment at too low a rate 
or otherwise; or

(b) If he has, in consequence of any information in



possession, reason to believe, notwithstanding 
that there has been no such omission or failure 
as is referred to in clause (a), that any 
taxable gift has escaped assessment for any 
year, whether by reason of under-assessment or 
assessment at too low a rate.

9. Section 16A of the Act imposes restrictions for the 
time limit for completion of assessment and re
assessment.

10. Section 168 makes provisions for interest for defaults 
in furnishing return on gifts.

The above provisions have been substantially modified 
and made simple.

3.7 PENALTIES - SECTION 17 
OF THE GIFT TAX ACT.1958

Penalty proceedings are must in a taxing statute.
If there are no penal provisions, there would be no way 
to punish an assesses with the result that both the law- 

abiding and law-breaking citizens would stand at par.
This would not only be unjust but also indue law-abiding 
citizens to indulge in breaches of law. Hence, penalty 
provisions have been incorporated in the Gift Tax Act also. 
The object of these proceedings is to render evasion and
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late payment of taxes and to compensate the Government
V

for damages caused to it by these acts.

Definition of Penalty

Twentieth Century Dictionary gives the following 
definition:

"Punishment, suffering or loss imposed for a 
breach of law, a fine or loss agreed upon in 
case of non-fulfilment of some undertaking, 
a fine, a Disadvantage, imposed upon a 
competitor for breach of a rule of the game, 
for want of success in attaining what is 
aimed at, as a handicap or for any other 
reason arising out of the rules, a loss or 
suffering brought upon one by his own actions 
or condition."

Penalties imposable for the default committed by 
a person under the Gift Tax Act are as under:

Section Nature of Default

•17(l)(a) Failure to submit a 

Return under Section 
13 (1), 13 (2) or

Penalty

2 per cent of the 
assessed tax for every 
month of default 
(maximum limit was 50% 
upto the assessment 

year 1975-76)

16
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Section Nature of Default Penalty

17(1)(b) Failure to comply with Not less than 10% but

a notice under Section not more than 50% of

15 (2) or 15 (4) the tax uhich would

have evaded if return

made by the assesses

had been accepted as

correct.

17(1)(c) Concealment of the Nut less than 20/4 but

particulars of any not more than 150% of

gift or deliberate the tax uhich uould

furnishing of in- have been evaded if the

accurate particulars return made by the

assesses had been

accepted as correct.

The penal provisions under the Gift Tax Act, are 

covered by Sections 17 and 17A, Both these Sections have 

been amended and they come into effect from 1.4.1989. The 

text of the amended provisions under the Act is as under:

" Penalty for failure to comply with

notices

Section 17 (l) If the Assessing Officer, in 

the course of any proceedings under this Act,
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is satisfied that any person has failed to 
comply with the notice under sub-section (2) 
or sub-section (4) of Section 15, the 
Assessing Officer may, by order in writing, 
direct that such person shall pay, by way of 
penalty, a sum which shall not be less than 
one thousand rupees but which may extend to 
twentyfive thousand rupees for each such 
failure;

Provided that -

(a) no penalty shall be imposable under this 
Section if the person proves that there 
was reasonable cause for the failure 
referred to in this sub-section;

(b) no order imposing a penalty under this 

Section shall be made _

( i) by the Income-tax Officer, where the 
penalty exceeds ten thousand rupees; 

( ii) by the Assistant Commissioner, where 
the penalty exceeds twenty thousand 
rupees;

except with the prior approval of the 
Deputy Commissioner.



70

(2) No order shall be made under sub-section (l) 
unless the person concerned has been heard
or has been given a reasonable opportunity of 
being heard;

(3) No order imposing a penalty under sub-section 
(1) shall be passed after the expiry of the 
financial year in which the proceedings, in 
the course of which action for the imposition 
of penalty has been initiated, are completed, 
or six months the end of the month in which 
action for imposition of penalty is initiated, 
whichever period expires later."

Penalty for failure to answer questions.
sion statements, furnish information,

allow inspections, etc.

"Section 17As 
(1) If a person -

(a) being legally bound to state the truth of any 
matter touching the subject of his assessment, 
refuses to answer any question put to him by a 
Gift Tax authority in the exercise of his 
powers under this Act; or

(b) refuses to sign any statement made by him in 
the course of any proceedings under this Act,
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uhich a Gift Tax authority may legally 
require him to sign; or 

(c) to whom a summons is issued under (l) of
Section 36, eitherto attend to give evidence 
or produce books of account or documents 
at the place and time, he shall pay, by uay 
of penalty, a sum uhich shall not be less 
than five hundred rupees but uhich may extend 
to ten thousand rupees for each such default 
or failure;

Provided that no penalty shall be imposable 
under clause (c) if the person proves that 
there uas reasonable cause for the said 
failure.

(2) If a person fails to furnish in due time any 
statement or information uhich such person is 
bound to furnish to the Assessing Officer under 
Section 37, he shall pay, by uay of penalty, a 
sum uhich shall not be leas than une hundred 
rupees but uhich may extend to tuo hundred 
rupees for every day during uhich the failure 
continues;

Provided that no penalty shall be imposable 
unaer this sub-section if the person proves 
that there uas reasonable cause for the said
failure
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(3) Any penalty imposable under sub-section (1) 
or sub-section (2) shall be imposed -

(a) in a case where the contravention, failure 
or default in respect of which such penalty 
is imposable occurs in the course of any 
proceeding before a Gift Tax authority not 
lower in rank than a Deputy Director or a 
Deputy Commissioner, by such Gift Tax 

authority;

(b) in any other case, by the Deputy Director 
or the Deputy Commissioner;

(4) No order under this Section shall be passed by 
any Gift Tax authority referred to in sub-section 
(3) unless the person on whom penalty is proposed 
to be imposed has been heard or has been given a 
reasonable opportunity of being heard in the 
matter by such authority."

The penal provisions under the Gift Tax Act are 
similar to the penal provisions contained under Income- 
tax Act. Recently, under amendment these provisions have 
been modified.

No doubt, the penal provisions are intended to 
punish the erring assessees. The exercise of these



provisions is discretionary and as such they are likely 
to be abused by the tax administering personnel. 'Iherefure, 
it is desirable that as far as possible, the penalties 
imposable under the Act be linked with additional tax or 
penalty interest which should be made not discretionary.
This will have an effect on additional mobilisation of 
resources.

Alternatively, the provision relating to rebate 
on advance payment of tax should be modified. The present 
provision contained under Section 18 provides certain 
rebate on the advance payment of Gift Tax for expeditious 
recovery of taxes. If this rebate is enhanced the 
assessee would come forward for compliance of Gift Tax 
laws. It is an experience that the harassed nature of 
penalties increases the area of corruption and therefore 
the penal provisions need a re-thinking.

3.8 SECTION 18A UF THE GIFT TAX 
ACT. 1958

Section 18A of the Act deals with a deduction for 
Stamp Duty equal to the amount of Stamp Duty or 1/2 of 
Gift Tax payable. But this deduction is rather unrealistic. 
The Stamp Duty levied on the property falls under the 
State jurisdiction. The properties are normally under
valued if not properly valued. Instead of Stamp Duty
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uhich is not correctly calculated at the time of 
registration of documents, deductions based on the 
proper valuation of the property would encourage the 
assessees in compliance of tax laws.

3.9 SECTIONS 22 TO 2B OF THE 
GIFT TAX ACT. 1958.

REMEDIES TO THE ASSESSEES

An aggrieved assesses is entitled to challenge the 
orders from the assessing officers. This door is open 
under Chapter VI in the form of Appeals, Revision and 
References contained under Section 22 to Section 28B of 
the Act. The appeals lie before Deputy Commissioners of 
Appeals and the final destination rests with an appeal 
to the Supreme Court. The appealable orders have been 
enumerated under Section 22 as under and they alone can 
be challenged,

(a) Objecting to the value of taxable gifts 
determined under this Act; ur

(b) Objecting to the amount of Gift Tax 
determined as payable by him under this 
Act; or

(c) denying his liability to be assessed under 
this Act; or



(d) objecting to any penalty imposed by the 
(Assessing Officer) under Section 17; or

(e) objecting to any order of the (Assessing 
Officer) under sub-section (2) of Section 
20; or

(f) objecting to any penalty imposed by the 
(Assessing Officer) under sub-section
(1) of Section 221 of the Income-tax Act 
as applied under Section 33 for the pur
poses of Gift Tax; or

(g) objecting to an order of the (Assessing 
Officer) under Section 34 having the 

effect of enhancing the assessment or 
reducing a refund or an order refusing 
to allow the claim made by the assesses 
under that Section; or

(h) objecting to any fine imposed by the 
(Assessing Officer) under sub-section
(2) of Section 36;

may appeal to the Deputy Commissioner (Appeals) 
against the assessment or order as the case may 
be, in the prescribed form and verified in the 
prescribed manner.

However, the orders which can be appealed shall



76

not be valid unless the tax has been paid before the 
appeal is filed.

It is further stated that the above appeals can be 
exclusively filed to the Deputy Commissioner (Appeals). 
However, the following appeals exclusively fall before 
the Commissioner (Appeals).

(a) Objecting to the value of taxable gifts 
determined under this Act or objecting 
to the amount of Gift Tax determined as 
payable by him or denying his liability to 
be assessed under this Act where the 
value of taxable gifts determined on 

assessment exceeds two lakh rupees; or

(b) Objecting to any assessment or order 
referred to in clauses (a) to (b) (both 
inclusive) of sub-section (l) where such 
assessment or order has Dean made by a 
(Deputy Commissioner) in exercise of the 
powers or functions conferred on or 
assigned to him under Section 7AA; or

(c) Objecting to any penalty imposed under 
clause (c) of sub-section (l) of Section 
17 where the penalty has been imposed 
with the previous approval of the (Deputy 
Commissioner) unaer sub-section (3) of 
Section 17; or
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(d) Objecting to any penalty imposed by a

(Deputy Oonimisaioner) unuer Section 17; or

(a) Objecting to any order made by an (Assessing 

Officer) in the case of such persons or 

classes of persons as the Board may, having 

regard to the nature of the cases, the 

complexities involved and other relevant 

considerations, direct,

(The above existing clauses (b), (c) and (d) 

amenaed by the Direct Tax Laus (Amendment)

Act, 1987 uith effect from 1.4.1989) 

may appeal to the Commissioner (Appeals) 

against the assessment or order, as the case 

may be, in the prescribed form and verified 

in the prescribed manner.

The form of appeal is prescribed. The procedure 

for hearing of the appeal is prescribed. Section 22 (2) 

to Section 22 (5B) are reproduced as under;

"1. An appeal shall be presented within thirty 

days of the receipt of the notice of demand 

relatingto the assessment or penalty objected 

to, or the date on which any order objected 

to, is communicated to him, but the (Deputy 

Commissioner Appeals) or as the case may be,
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th«a Comm j aq i unur (Appu u 1. a ) m«y odm.lt «n o|i,'uul 
after the expiration of the period aforesaid 
if he is satisfied that the appellant had 
sufficient cause for not presenting the appeal 
within period.

2.The Oeputy Commissioner (Appeals) or, as the 
case may be, the Commissioner (Appeals) shall 
fix a day and place for the hearing of the 
appeal and may from time to time adjourn the 
hearing.

3. The Deputy Commissioner (Appeals) or, as the 
case may be, the Commissioner (Appeals) may, -

(a) at the hearing of an appeal, allow an 
appellant to go into any ground of appeal, 
not specified in the grounds of appeal;

(b) before disposing of an appeal, make such 
further inquiry as he thinks fit or cause 
further enquiry to be made by the (Assessing 
Officer).

Similar provisions for appeal to Tribunal are 
contained under Section 23 and reference to High Court 
under Section 26 and Appeal to Supreme Court under Section 
28. In addition to this, Commissioner of Gift Tax enjoys 
unuer Section 24, power to revise orders of subordinate
author!ties



The appellate provisions give vast opportunities 
to the assessees to get grievances redressed. These 
provisions are highly satisfactory from the assessees' 
point of vieu.

Sections 29 to 33A deal with tax payment, recovery 
of tax and refunds and they are more or Ibss similar to
Income-tax
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3.10 AhNEXURE A 
RATES OF GIFT TAX

A transfer of assat by the aaaaasaa without consicJaration 
la subjected to Gift Tax. Gift Tax is levied at graduated 
rates upto the assessment year 1986/87 on the donor on the 
aggregate value of gifts mads not only in the year of 
account but also four earlier years. The recent trend is to 
replace Gift Tax by Capital Gains as in Canada. In many 
countries there ie no Gift Tax but benefit of oiffc to done* 
is included in his income assessed for taxation.

But in India the tax reflects on obsession with the 
idea that gifts are made to avoid or reduce the incidence of 
Income-tax. This has maos the law irrational and inequitable. 
There is no justification for calculating national loss of 
Income-tax revenue on the hypothesis that if a particular 
gift was not made, and the income from the gifted sum had 
continued to belong to the donor, so much additional income- 
tax would have bean recpvered. If the title to property 
genuinely passes to another person, there is no reason why 
the income from that property should, for the purpose of 
Income-tax,be deemed to belong to the transferer. The 
process of simplification and rationalisation of Direct 
Taxes Acts must include a reform in the basic approach to 
legislation.

The present incidence of Gift Tax in many cases may 
be even higher than the incidence of Income-tax if the gift



8i
were to bo treated as ordinary income in the hands of the 
donee. It may be worthwhile to consider whether Gift Ta< 
could be abandoned and, instead, gifts subjected to tax in 
the hands of the donee like Capital Gains. In most 
countries of the world where Gift Tax is levied, and suc~i 
countries are not many, it is charged from the donee on 
the amount received by each donee. Besides, gifts to close 
relatives are subjected to tax at lower rates, the incid3nce 
varying with the degree of relationship between the donor 
and the donee. The revenue derived from the Gift Tax in 
our country is small compared to other direct tax revenue. 
There is no reason why the law relating to Gift Tax is not 
rationalised.
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RATE applicable: for assessment year -

1958/59 TQ 1963/64

I - 1958 Gift Tax Rates

1, On the first Rs.50,000

2. * next Rs.50*000

■ Rs.50,000

• Rs.50,000 

M Rs. 100,000

• Rs.200,000

■ Rs.10,00,000 

*« fe.10,0Q,000 

" Rs. 15,00,000• to.20,00,000

Rats of Gift Tax ($6)

of the value of all taxable gifts 4

3.

4.

5.

6.

7.

8.
9.

10.

N

N

N

M

H

H

N

N

H

N

n

It

II

N

N

11. On the balance

Rates applicable for the A/Y 1964-65 & 1965/66 

In the year 1963, the rates of Gift Tax were 

charged effective from the assessment year

1964/65

1. On the first Rs, 5,000 of all taxable gifts

2. " next Rs. 15,000 "

3. " Rs. 25,000 *

4. " Rs. 100,000 "

5. * Rs. 200,000 *

6. On the balance of all 5 taxable gifts

4

8

15

25

40

50

6

8

10

12

15

20

25

30

3b

40
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(From 1971/72 onwards)

III Final Act passed in 1970. Then the rate of 
Gift Tax was as follows:

1. Where the value of all taxable 5% of value of
gifts does not exceed such gifts.
Rs.20,000/-

2. Where the value of all taxable 
gifts exceeds Rs.20,000 but 
does not exceed Rs.50,000

3. Where the value of all taxable 
gifts exceeds Rs.50,000 but 
does not exceed Rs,1,00,000.

4, Where the value of all taxable 
gifts exceeds Rs.1,00,000 but 
does not exceed Rs.2,00,000

5. Where the value of all taxable 
gifts exceeds Rs.2,00,000 but 
does not exceed Rs.5,00,000

Rs.1000 + 10% of 
the amount by which 
the value of such 
gifts exceeds 
Rs.20,000.

Rs.4,000 + 15# of 
the amount by which 
the value of such 
gifts exceeds 
Rs.50,000.

Rs.11,500 ♦ 20% of 
the amount by which the 
value of taxable 
gifts exceeds 
Rs.1,00,000.

Rs.31,500 + 25% of 
the amount by which 
the value of such 
gifts exceeds 
Rs.2,00,000.
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6. Where the v/alue of all 

taxable gifts exceeds 
Rs.5,00,000 but does not 
exceed Rs.10,QQP0Q

7. Where the value of all 
taxable gifts exceeds 
Rs.10,00PQ0 but does not 
exceed Rs.15,00,000

8. Where the value of all 
taxable gifts exceeds 
Rs.15,00,000 but does 
not exceed Rs.20,00,000

9. Where the value of all 
taxable gifts exceeds 
Rs.20,00,000

Rs. 1,05,000 + 30% of the 
amount by which the value 
of such gifts exceeds 
Rs.5,00,000.

Rs.2,56,500 + 40J6 of the 
amount by which the value 
of such gift exceeds 
Rs.10,00,000.

Rs.4,56,500 + 50% of the 
amount by which the value 
of such gifts exceeds 
Rs.15,00,000.

Rs.7,06,500 + 75% of the 
amount by which the value 
of such gifts exceeds 
Rs.20,00,000.



Rate applicable for Assessment years 1966/67

to 1970/71

1. Uhere the value of all 

taxable gifts does not 

exceed Rs.15,000

2. Uhere the value of all 

taxable gifts exceeds 

Rs.15,000 but does not 

exceed Rs.40,000

3. Uhere the value of all 

taxable gifts exceeds 

Rs.40,000 but does not 

exceed Rs.90,000

4. Uhere the value of all 

taxable gifts exceeds 

Rs.9Q,0QQ but does not 

exceed Rs.1,40,000

5. Uhere the value of all 

taxable gifts exceeds 
Rs.1,40,000 but does not 

exceed Rs.1,90,000

6. Uhere the value of all 

taxable gifts exceeds 

Rs.1,90,000 but does not 

exceed Rs.3,40,000

5# of the value of such 

gifts.

R8.750 + 8% of the amount 

by uhich the value of such 

gifts exceeds Rs.15,000.

Rs.2,750 + 10% of the amount 

by uhich the value of such 

gifts exceeds Rs.40,000.

Rs.7,750 + 15% of the amount 

by uhich the value of such 

gifts exceeds Rs.90,000

Rs.15,250 + 17.5% of the 

amount by uhich the value of 
such gifts exceeds 

Rs.1,40,000

Rs.24,000 <♦* 20% of the amount 

by uhich the value ofsuch 

gifts exceeds Rs.1,90,000



?• Where the value of all 
taxable gifts exceeds 
Rs.3,40,000 but does not 
exceed Rs.4,90,000

8. Where the value of all 
taxable gifts exceeds 
Rs.4,90,000 but does not 
exceed Rs.9,90,000

9* Where the value of all 
taxable gifts exceeds 
Rs.9,90,000 but does not 
exceed Rs.14,90,000

10. Where the value of all 
taxable gifts exceeds 
Rs.14,90,000

Rs.54,000 ♦ 25% of the amount 
by which the value of such 
gift exceeds Rs.3,40,000

Rs.91,500 ♦ 30$ of the amount 
by which the value of such 
gifts exceeds Rs.4,90,000

Rs.2,41,500 ♦ 40% of the 
amount by which the value of 
such gifts exceeds 
Rs.9,90,000

Rs.4,41,500 + 50% of the 
amount by which the value 
of such gifts exceeds 
Rs.14,90,000.

From the assessment year 1987/88 and subsequent
years

Gift Tax is charged <1 30%.
The scheduled rates were deleted.
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The table reveals that the three Direct Taxes introduced 
during the post-independence period with a view to strengthening 
the Direct Tax structure, could not serve the purpose. The 
size of tax collection and its relative share in tax revenue 
makes clear that these taxes on capital provide only a meagre 
share in the total Direct Tax revenue of the Central Govt, and 
also indicates the insufficient coverage of this tax. In vieu 
of the vast inequality of income and wealth in the country, 
these taxes if administered successfully, should have a large 
share in the Direct Tax revenue of the Government. But on 
account of large scale evasion and avoidance practices 
adopted by the tax-payers and the under-statement of capital 
transaction liable to tax under these heads, these taxes have 
neither served the revenue objective nor could provide an 
integrated Direct Tax structure for the country.
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The trends in Government revenue and tax revenue 
is well reflected through Table

Table reveals that there has been an all round
expansion in the size of Government revenue receipts and 
taxes have provided their fullest support to Government 
finances* The tax structure has, however, been increasingly 
indirect tax biased, the share of direct tax revenue in the 
combined tax revenue going down from 36*79% in 1950-51 to 
13*59% in 1986-87* Taxes as a proportion of Gross National 
Product have increased from 6.86% in 1950-51 to 20.01% in 
1985-86.



ANNSXURE 0
FORM A

Return of gifts under sub-section (l) or sub-section 
(2) of section 13 or section 14 of the Gift-tax Act,

1958

Gift-tax assessment year ...................
Previous year commencing on ......... and ending on ....
Name of the assesses ............................... .
(Permanent Account Number .............. ......... .,.)

Address to which notices and other communications should 
be sent ,.......................................... .

Status
Individual

Citizen of India/ 
Not a citizen of India

Hinau undivided family

Ordinarily 
residentJ 
Not ordinaril 
resident

Company
— Resident

Association of persons Non-resident



PART I

VALUE OF TAXABLE GIFTS MADE DURING THE 

PREVIuUS YEAR 

(Please see the Notes below)

1. Value of gifts of immovable 
property situated in the 
territories to which the Act 
extends.

Rs,

(Details to be given in 
Annexure A (Part II))

2. Value of gifts of movable 
property situated in the 
territories to which the 
Act extends

(Details to be given in 
Annexure B (Part II))

3. Value of gifts of movable 
property situated outside 
the territories to which 
the Act extends

(Details to be given in 
Annexure C (Part II))

Note: Information need be 
furnished only by citizens 
of Inoia ordinarily resident 
in the territories to which 
the Act extends and by Hindu 
undivided families, companies, 
firms ana associations of 
persons resident in the 
territories to which the Act 
extends.
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4 Total value of gifts 
to in item 1, 2 and

referred Hs.
3

5. Value of gifts included in 
item 4 but claimed to be 
exempt under sub-section (l) 
of section 5

(Details to be given in 
Annexure D (Part II))

6. Value of gifts exempt under 
sub-section (2) of section 5

7. Total value of gifts exempt 
under the Act (i.e. total 
of items 5 and 6)

8. Value of taxable gifts (i.e. 
the difference between items 
4 and 7) as rounded off to 
the nearest multiple uf ten 
rupees - section 44A
(a) In figures .........................

(b) In worda ............ ..

*9. Aggregate value of taxable 
gifts (not being gifts made 
before the 1st Dune,1973) 
made during any one or more 
of four previous years 
immediately preceaing the 
previous year

(Details to be given in 
Part IA)

(a) In figures ......................

(b) In words .............................



9G

Notes:
1. Exemption under sub-section 

(l) or (2) of section 5 is not 
available to gifts referred
to in sub-section (3) of 
section 5*

2. *Please delete portions
inapplicable.

3. The value of the converted 
property referred to in sub
section (2) of section 4 and 
deemed to be a gift under 
that sub-section should also 
be included in this Part.

4. Information against item 9 
above need not be furnished 
if the return relates to 
the assessment year 1987-88 
or any subsequent assessment 
year .
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PART IA

PARTICULARS OF GIFTS MADE DURING FOUR PREVIOUS 

YEARS IMMEDIATELY PRECEDING THE PREVIUUS YEAR

Previous year in which the 
gifts were made

Value of 
taxable gifts

*A. 19....

*B. 19___

*C. 19....

*0. 19....

Total Rs.

Notes;

1. *A is the previous year immediately preceding the 
previous year in respect of uhich this return is 
being furnished and B, C and D are the years 
immediately preceding A, B and C respectively.

2. Gifts made at any time before the 1st Dune, 1973 need not 
be shown.

3. The value of the converted property referred to in sub
section (2) of section 4 and deemed to be a gift under 
that sub-section should also be included in this Part.

4. Part IA need not be filled in if the return relates to 
the assessment year 1987-88 or any subsequent assess
ment year.
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PART II
.■***'

(Please see the Notes below)
( Annexure 0 )

ANNEXURE A
(Please see item 1 of Part I)

DETAILS OF GIFTS UF IMMOVABLE PRUPERTY SITUATED 
IN THE TERRITURIES TU DHICH THE ACT EXTENDS

Si.
No.

Full
description 
of property

Date of 
gi ft

Value of 
gift

Name and full 
address of 
donee

1 2 3 4 5

ANNEXURE B
(Please see item 2 of Part I)

DETAILS OF GIFTS OF MUVABLE PRUPERTY SITUATED 
IN THE TERRITORIES TO WHICH THE ACT EXTENDS

SI.
No.

Full descrip
tion of movable 
property gifted

Date of 
gift

Value of 
gift

Name and 
full
address of 

oonee
1 2 3 4 5
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ANNEXURE C
(Please see item 3 of Part I)

DETAILS UF GIFTS OF MOVABLE PROPERTY SITUATED 
OUTSIDE THE TERRITORIES TU WHICH THE ACT

EXTENDS

SI.
No.

Full descrip
tion of
property gifted

Date of
gift

Value of
gift

Name and full 
address of 
donee

1 2 3 4 5

ANNEXURE D
(Please see item 5 of Part I)

DETAILS UF GIFTS IN RESPECT OF WHICH EXEMPTION 
IS CLAIMED UNDER SUB-SECTION (l) OF SECTION 5

SI.
No.

Reference to 
Annexure A,B or C

Value of 
gift

Clause unaer 
which exemption 
is
claimedSI.

No .
Annexure

cia line a
to be 
exempt

1 2 3 4 5
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Notes: ■'*"

1. Please list each item of property gifted one below 
the other.

2. If the space for one Annexure is found insufficient, 
please give infirmation in the form concerned in 
separate sheets, duly signed.

3. Where gifts are evidenced by registered deeds or 
other documents, please attach certified copies 
thereof.

4. In column 2 of Annexures 6 and C please inaicate 
whether the property consists of cash, securities, 
share in firm, shares in limited companies, 
insurance policies, jewellery, bullion, etc.
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PART III

Note: Please show in this Part any transfer of property uhich 
has not been included in Annexure A,B,C or D in Part II 
uhich the assesses claims is not taxable gift.

A. Oetails of transfer of property made by the assesses 
during the previous year

Si.
No.

Full descrip
tion of 
property 
transferred

Date of 
Transfer

Name and 
address 
of the 
transferee

Value
of
consi
deration

Consi
deration
actually
received

1 2 3 4 5 6

B. Details of release, discharge, surrender, forfeiture 
or abandonment made by the assesses of any debt, 
contract, or other actionable claim or of any 
interest in property

SI.
No.

Full descrip
tion of the 
release, 
discharge, 
surrender, 
etc.

Date of 
release, 
discharge, 
surrender, 
etc.

Name and address cf 
the person in whose 
favour the release, 
discharge,surrender, 
etc. was made

1 2 3 4
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c. Details of property to which originally the 
was absolutely entitled, and which has been 
in the assesses and other persons jointly

assesses
vested

SI.
No.

Full
description 
of property

Date of 
vesting in 
joint 
ownership

Name and address 
of the person or 
of each person 
who is a joint 
owner

1 2 3 4



VERIFICATION

105]

I .................................... , declare that to the best of my knowledge

and belief the information given in Parts I, IA, II and III 

of this return is correct and complete and that no gift 

which is required to be taken into consideration in 

computing the taxable gift made during the previous year 

ended on ............... has been omitted.
* a citizen of India

2. I further declare that I i was ------------------------------------
nut a citizen of India

and was _____________ m the territories to
not ordinarily resident

which the Gift-tax Act, 1958, extends during the previous 

year ended on................. ..

*or

I further declare that the '‘Hindu undivided family/^companyr1
. *resident*firm/*association of persons was ______________ in the

not resident

territories to which the Gift-tax Act, 1958, extends 

during the previous year ended on ....................

Place ...........

Date ........... Signature

** Status
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i In the case of an assesses who is an indiuiauai,

if the declaration is signeo by a person other

than the individual himself, the word “I" should

be scored out and the name of the assesses shall

be written there.

* Ploase delete portions inapplicable.

*# State here whether individual, Hindu undivided

family, company, firm or association of persons.

Please note that the verification shoulo be signed by

the person empowered to sign and verify return in 

accordance with section 14A of the Gift-tax Act.
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PART IV

DETAILS OF PAYMENT MADE UNDER 
SECTION 18

Reference to Annexure
A, B or C

Amount
paid

Date of 
payment

Treasur y 
where paid 
and Challan No.

51,No, Annexure
1 2 3 4 5

PART V

DETAILS OF DEDUCTION CLAIMED UNDER 
SECTION 18A

Reference to 
Annexure A

Amount of stamp 
duty paid

Date of 
payment Remarks

SI.
No.

Details of 
property

1 2 3 4 5


