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Question 1

Answer 1

Question 2
eration during the P.Y. 2022- |

Rahul, a resident |ng;
ndian, hog;
2&%%3?:?42?&2;? Same conﬁgg?,fag" of equity shares in a
i) Is the 0f 34,00,000. The ce| the date of grantin l?lompany, Y008 & Joah, o1 X
amount of loan taxapje a COmpany is engaged in gomz r:?:n'tm? oo g
nufacturing activity.

the public are syp s deem o
ol & ed :
stantially inte dividend, if the company is a company in which

(i) What would be yoyr Siknia rested?
rl

which is not a ¢ . if the lend;
ompany in whi INg company is a private limited company (i.e. |

ch the ]
Public are substantially interested)? smajf

Any payment by a con
: pany, other than :
any sum by way of 3 1an a company i i :
e St Sl‘mrer;yhmdr‘idwnce or loan to an e quityy S‘;:a\::‘:(::’ldthe public are substantially interested, o
222ye), 108 s ing not less than 10% of {h areholder, b.emg a person who is the beneficial
ASENEN 10 the extent the company possesses a(:e VUL powet, 18 desmed gs dividend under section.
(i) The provisions of section 2(22)(e), how Sl e profits.
in which bDublic are substanlially! imer::tﬂré Wl not apply whers e loan de gien by p compainy
deemed dividend. ed. In such a case, the loan would not be taxable as i
(ii) However, if the loan is tak ;
ks d en from rate : ; : .
substantially interested), which is aalsi“ "fl" company (i.e. a company in which the public are not |
money is a substantial part of th l;m% acturing company and not a company where lending of |
2(22)(e) would be attracted sinc: Ru;lhfss of the company, then, the provisions of sgction |
company. ’ ahul holds more than 10% of the equity shares in the
The amount chargeable as-degmed dividend cannot, however, exceed the accumulated profits held by l ‘
the f:O].‘npﬂny on the date of giving lh_e loan. Therefore, the amount taxable as deemed dividend would |
be limited to the accumulated profit i.e., Z 4,00,000 and not the amount of loan which is 3 5,00,000.

Mr. A, a dealer in shares, received the following without consid
Ve

23 from his friend Mr. B, -

(1) Cash gift of 75,000 on his anniversary, 15th April, 2022. ;
(2) Bullion, the fair market value of which was % 60,000, on his birthday, 19th June, 2022. \ _
(3) A plot of land at Faridabad on 1st July, 2022, the stamp value of which is ¥ 5 lakh on that 7

date. Mr. B had purchased the land in April, 2009. X Lig | %
‘.« friend Mr. C, who is also @ dealer in shares, 1000 shares 0 Xud. |
Mr. A purchased frorh it inisn f which was T 600 each on that §

th June, 2022, the fair market v_alue 0 |
bl yta I es in the course of his business on 23rd June, 2022. \
ce building) booked |

_Mr. A sold these shar | ‘
- 0022, Mr. A took possession of property (offi e

Further, on 1st November, lue of the property as O
: The stamp duty vaiue 0 prop .
s back at ¥ 20 lakh by Df booking was % 23 lakh. He had paid ¥ 1

by him two year
2 was ¥ 32 lakh and on 1
{;E\Fiet?;baecréozt?ri payee cheque as down payment on the date of booking
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On 1st a " Other Sources
rch, 2023, he sold the plot of land at Faridabad for T 7 lakh.

| . ute : u
' Ang Capilal Glh_e iNcome of Mr. A chargeable under the head Income from other sourceg ng
| Werp aIns” for A.Y. 2023-24. Smq,

) Kish
) exal

A for the A.Y. 2023-24

A

C . i
OMputation of “Income from other sources™ of Mr.

Particulars
Cash gift is taxable under section 56(2)(x), since it exceeds ¥ 50,000 75,000
Since bullion is included in the definition of property, m‘_:"ﬁbw' when bullion “’ 60,000
received without consideration, the same is taxable, since the aggregate fair

market value exceeds ¥ 50,000

Stamp valuc of plot of land at Faridabad, received without consideration, is 5,00,000
taxable under section 56(2)(x)

Difference of Z 2 lakh in the value of shares of X Ltd. purchased from Mr. C, a
dealer in shares, is not taxable as it represents the stock-in-trade of Mr. A. Since
Mr. A is a dealer in shares and it has been mentioned that the shares were
subsequently sold in the course of his business, such shares represent the stock-
in-trade of Mr. A.
Difference between the stamp duty value of ¥ 23 lakh on the date of booking| 3,00,000
and the actual consideration of T 20 lakh paid is taxable under section 56(2)(x)
since the difference exceeds T 2.00,000, being the higher of ¥ 50,000 and 10%
of consideration

! Income from Other Sources 9,35,000

Computation of “Capital Gains” of Mr. A for the A.Y.2023-24

‘ Particulars

Sale Consideration

Que

Less: Cost of acquisition [deemed to be the stamp value charged to tax under
section 56(2)(x) as per section 49(4)]

Short-term capital gains

Note — The resultant capital gains will be short-term capital gains since for calculating the period of

=

holding, the period of holding of previous owner is not to be considered.
Question 3

Discuss the taxability or otherwise of the following in the hands of the recipient under
section 56(2)(x) the Income-tax Act, 1961 -

(i) Akhil HUF received ¥ 75,000 in cash from niece of Akhil (i.e., daughter of Akhil's sister).
Akhil is the Karta of the HUF.

(ii) Nitisha, a member of her father's HUF, transferred a house property to the HUF without
consideration. The stamp duty value of the house property is ¥ 9,00,000.

(iii) Mr. {\kshat received 100 shares of A Ltd. from his friend as a gift on occasion of his 25th
marriage anniversary. The fair market value on that date was % 100 per share. He also
received jewellery worth ¥ 45,000 (FMV) from his nephew on the same day.
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(iv) Kishan HUF gigeq a Chapter B Iesac . e
examination. The faj; rn;ﬁ(retto N of Kartg g come from Other Ssiirces

valy is o -8Chieving gooq arks in Xl board &
i € Of the cqr '$¥5,25,09q 0 9909 marks in [sMaj |
_‘_‘_-_‘_‘_‘_‘-""‘—--.____
Taxable/ Amoyn¢
Non- liabje to tay
taxahle ®)
_--_-_--_‘_‘_‘_‘--______

Taxable

75,000 |
Sum_ of money €xceeding 3 50,000 received without | §
conmderation from g

56(2 non-relative is taxaple under sectiop _
)(x). Daughter of Mr. Akhil’g sister is not a relative of Akhil
member of Akhil HUF,

> Sifce she is not g

[mmoyablc Property received without consideration by a HUF
"OM its relative i MOt taxable under section 56(2)(x). Since
Nitisha s 4 member of the HUF, she is a relative of the HUF.
However, income from such asset would be included in the
b | hands of Nitisha under 64(2).

55,000 As per provisi
market valye

Non- taxable Nil

Taxable

ons of section 56(2)(x), in case the aggregate fair
of property, other than immovable property,

the aggregate value shall be taxable. In this case, the aggrcgag:
fair market value of shares (2 10,000) and jewellery (Z 45,000)

€xceeds 3 50,000, Hence, the entire amount of 2 55,000 shall be
taxable.

Non- taxable

Nil| Car is not included in the definition of property for th’eb{mrpose\
of section S6(2)(x), therefore, the same shall not be taxable.

f Question 4 | | N A ] .
| Mr. Hari, a property dealer, sold a building in the course of his business tﬁ_ \::s‘:]r;e:g mzl il
009 | who is a dealer in automobile Spare parts, for ¥ 90 lakh on 1.1 .2_01236: 199 2022 whon the
) value was T 150 lakh. The agreement was, however, entered into 9.
00 |

ildi T 75\akh |
I hands of Hari and Rajesh, assuming that Mr. Hari has purchased the building for e
0o/ | an :
| o i dealer? i
| o i i i broker instead of a property %
of | Would your answer be different if Hari was a share -
|
|
Answer 4

P i i iis a property dealer
| Case 1: Tax implications if Mr. Hari is a pro

In the hands of the buyer, Mr.
Rajesh

In the hands of the seller, Mr. Hari

; i rs, | |
. i i ler in automobile spare Pa .|
i, the provisions of|Since Mr. Rajesh is age\iouid be a capital asset in his| £
In the hands of Hari, the c?ed since the|the building purc_h{li s of section 56(2)(x) would' be
section 43CA would bet atlt(r?n trade and he | hands. The tirozlasrllgs of Mr. Rajesh who has recci\’; dr
iy g . ts his stock-1n- ; ; attracted in the e apital asset, fo

building represen for a consideration rty, being a cap
ame for a immovable property, difference between

transferred the s . the stamp | 1m : ion and the di
E:asss than the stamp duty va];w, a:i?jcraﬁon inadequate cor}SidB;ar;tclio stamp duty value exceeds I
n ' ideration -
eds 110% of co the consi
duty value exce ]
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Ple g,

Inc
®OMe from other Sources -

I :
" the hangs of the seller, Mr- Har!

Nder ¢ t the
" Section < ~option to adop
Stay On-43CA, the PR :lgrccmcnt

... P duty valye on the date of ’
(L:g.n }?Q exercised only if whole of part of the

NSideration has been received

€ date of agreement by Wa¥
Payee cheque or draft of
through a bank account © .
card, debit card, net banking,
;immedia:e payment Service
>ayme face ‘
Sezlz:nn;nltr;ferNE]—lT (National Electronic
Funds Transfer),
Interface for Money) Aadhar Pay on or

of account

r through credit| Rajesh,

since the down payment of T 15 lakh 1s
received on the date of agreement by crossed
cheque and not account payec cheque, the
option cannot be exercised.

Therefore, ¥ 75 lakh, being the difference
between the stamp duty value on the date of
transfer i.e., ¢ 150 lakh, and the purchase
price i.c., T 75 lakh, would be chargeable as
business income in the hands of Mr. Hari,
since stamp duty value exceeds 110% of the
consideration

‘).00.000. bei
considcration.
difference be

roperty © . .
on or before Sndpthc actual consideration (i.e., ¥ 90 lakh) woulq B

= : tion
f ECS| taxable under sec
by use © since the payment on the date of agreemeny )

IMPS| made by crossed cheque and not account payeq
), UPI {(Unified cheque/draft or ECS or through credit card, debit card,

Real Time Gross| net banking, [ ‘
Lo (Unified Payment interface), RTGS (Real Time Grogg

BHIM  (Bharat Settlement), NEFT
ol ; Transfer), and BHIM (Bharat Interface for M(mey)

B before the date of agreement. In this case.| Aadhar Pay.

in the hands of the buyer, Mr.
Rajesh

ng the higher of T 50,000 and 10% 0

Therefore, T 60 lakh, being
tween the stamp duty value of the
n the date of registration (i.e., ¥ 150 lakhy

56(2)(x) in the hands of Mr

MPS (Immediate payment Service), Upy

(National  Electronic  Fungg

Case 2: Tax implications if Mr.

Hari is a share broker

* In the hands of the seller, Mr. Hari

In the hands of the buyer, Mr.
Rajesh

In case Mr. Hari is a share broker and not a property
dealer, the building would represent his capital asset
and not stock- in-trade. In such a case, the provisions
of section 50C would be attracted in the hands of Mr.
Hari, since building is transferred for a consideration
less than the stamp duty value; and the stamp duty
value exceeds 110% of consideration.

Thus. ¥ 75 lakh, being the difference between the
stamp duty value on the date of registration (i.e., <

150 lakh) and the purchase price (i.e., ¥ 75 lakh)
would be chargeable as short-term capital gains.

There would be no difference in the
taxability in the hands of Mr. Rajesh,
whether Mr. Hari is a property dealer or a
stock broker, (except where the property
transferred in a residential unit fulfilling the
stipulated conditions, which is not so in this
case).

Therefore, the provisions of section 56(2)(x)
would be attracted in the hands of Mr. Rajesh
who has received immovable property, being
a capital asset, for inadequate consideration
and the difference between the consideration
and stamp duty value exceeds T 9,00,000,

being the higher ofR 50,000 and 10% o
consideration.

It may be noted that under section 50C,the option to
adopt the stamp duty value on the date of agreement
can be exercised only if whole or part of the
consideration has been received on or before the date

Therefore, ¥ 60 lakh, being the difference
between the stamp duty value of the property
on the date of registration (i.e., ¥ 150 lakh)
and the actual consideration (i.e., ¥ 90 lakh
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auestion 5

Answer 5

—

Cha .
pter 8: Income from Other Sources f

In the hands of th
es
eller, My, Hari
In the hand
s of the buyer, Mr.

payee che Raies
’ 2 a bank ; que or draft L
credit card, debit card, ne 4 bank account or ¢ would be taxab =T "
ayment Service), UPI (Lt:ﬂ?‘:?gp IMPS ([mmhre(c}l‘i‘i‘; the hands of erc ;zj‘i‘;f:-:;n123(23;)21{::1 v
I}TGS (Real Time Gross semcmenf;yﬂe“‘ Interface), 22;(“" date of agreement is made bypcrosscd
Electrontc Funds Transfer), and EFT (National ECsme and not account payee cheque/draft or
mterface for Money) Aadhar Pa BHIM  (Bharat bank'or, through credit card, debit card, net :
Jate of agreement. In this c;u;g on or before the Scw'm&‘ IMPS _(Immediate ~_paymers
payment of 2 15 lakhs has been re since the down RTGlcej‘ UPI (Unified Payment Interface),
received on the date| (N S (Real Time Gross Settlement), NEFT
ational Electronic Funds Transfer), and

of agreement by crossed ¢
-~ che " 5 ‘«hcquc a
payee cheque, the option cannot be cx:::'lc'nuc; account| BHIM (Bharat Interface for Money) Aadh
b ised. .rface for Money) Aadhar
Pay.

of agreement by way of account
or by use of ECS through

xamine under whi
E r which heads the following incomes are taxabl
Xapie:

(i) Rental income in case
i Dividend on shares y held as stock-in-trade for 3 years

(iii) Salary received by a partn
er from hi Lo
(iv) Rental income of machinery is partnership firm
(v) Winnings from lotteries b
. : y a person having the g .
(vi) Salaries payable to a Member of Parliame?nt e e
(vii) Receipts without consideration

(viii) In case of retirement, inter ,
unrecognized. : est on employee's contribution if provident fund is

ix) Rental income i ;
(ix) ome in case of a person engaged in the business of letting out of properties.

Particulars Head of Income

(i) chtai_ income in case property held as Income from house property
stock-in trade for 3 years

(i1) Dividend on shares Income from other sources

(iit) Salary by parter from his partnership firm| Profits and gains of business or profession

Note| Profits and gains of business Or profession/

(iv) Rental income of machinery (See
Income from other sources

below)

(v) Winnings from lotteries by a person having| Income from other sources

the same as business activity

a Member ©

Income from other sources

(vi) | Salaries payable 10
Parliament

Income from other sources

(vii) Receipts without consideration
(viii) | In  case€ of retirement, interest  on| Income from other sources
employee’s contribution if provident fund

IS unrecognized
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| Ch
| apter 8: Income from Other Sources
Head of Income R AN

Particulars :
ns from business or professigy

a person engaged Profits and gal

t of propenics
. i i achine

Note - / 3 i 6(2)(ii), rental income of rpac

i il oy » if the same 1S not €

head “Income from Other Sources » =,
e 2 . : agQ A
Profits and gains of business OF profession

(xi) |Rental income in case of
in the business of letting oY

ry would be chargeable to tax under
hargeable to income-tax under the h':az

_ QuEstion 6

On 10.10.2022, Mr. G
enhanced compensation from
land effected during the financial yéa

ovind (a bank employee) received T 5,00,000 towards‘iz_-lt_erest on
m State Government in respect of compulsory acquisition of hig |
'|_

r 2014-15. |
Out of this interest, ¥ 1,50,000 relates to the financial year 2015-16; X 1,65,000 to the |
financial year 2016-17; and ¥ 1,85,000 to the financial year 2017-18. He incurred X 50,000 |
by way of legal expenses to receive the interest on such enhanced compensation.

How much of interest on enhanced compensation would be chargeable 1o tax for the .
assessment year 2023-247 [SMaQ) |

Answer 6
Section 145B provides that interest received by the assessee on enhanced compgnsation shal be
is received, irrespective of the method

deemed to be the income of the assessce of the year in which it ctive
of accounting followed by the assessee and irrespective of the financial year to which it relates.

 Section 56(2)(viii) states that such income shall be taxable as ‘Income from other sources’. '.
) 50% of such income shall be allowed as deduction by virtue of section 57(iv) and no other deduction

" shall be permissible from such Income.

Therefore, legal expenses incurred to receive the
allowed as deduction from such income.

Computation of interest on enhanced compensatior

interest on enhanced compensation would not be

1 taxable as “Income from other sources” for

the A.Y 2023-24:
Particulars \ 3

Interest on enhanced compensation taxable u/s 56(2)(viii) 5,00,000

Less: Deduction under section 57(iv) (50% x ¥ 5,00,000) 2,50,000
Taxable interest on enhanced compensation 2,50,000

Question 7
The following details have been furnished by M i ini
rs. Hemali

ST ot y pertaining to the year ended

(i) Cash gift of ¥ 51,000 received from her friend on the i
1, : occasion of g i

Po‘orthl , a wedding function celebrated on her husband completing ggr eSat::ngagth:

This was also her 25th wedding anniversary. y =
(i) On the above occasion, a diamond necklace worth ‘
| ining in Dub 2 lacs was presented by her sister
' ;!- (iii) When fhe celebratgd her daughter's wedding on 21.2.2023, her friend assigned in Mrs
Hemal| s favour, a fixed deposit held by the said friend in a scheduled bank; the value 0.1
the fixed deposit and the accrued interest on the said date was ¥ 52,000 ’

| Compute the income, if any, assessable as income from other sources. [smM Q]
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Answer 8

Answer 7

M Any sum of Chapter g;
EXempt. Thig 1.7, "SCCived by o .
function celeh Provisigp is, how, deidua]

Income from Other Sources

on the ocegg

rated op er, - i ;
The gift of 7 5 OMpletion of g0 v, "PPICableE 10 5 caen u;;m“”i_age of the individual is
56(2)(X) in the por - TeCeived f Years of age. Bt received during a wedding |
€ handg of Mrg i rom g Non-relative !
- Hemar: .- e 1s,

(i) The provisiong op .. .
received frop, S€ction 56
relative, is oy

ther i
efore, chargeable to tax under section |

the same EXceeds ¥ 50,000

. Pt from .

occasion _applicabil; o

this e o ths Marriage c-fthl 0
Xemption Provision i« - individyg)

is

HCIT]( I--
c SSLIl]’lC Ihiﬂ D ]S t eat d
il1 \lb a l 1 C undCI mD”ey-

» ot that of the j

(i) Mr. B tfransferreq 500 shares of Ccontext of Income-tax Act, 1961: [smaQ.]

3,00, R
000 when the Market price WE'EIPS} ;tg(}S ggfg ?hCo_. s ol el o
S was com V0, - Ine indexed cost of acquisition of |
securities transactio Puted at 3 4,45,000. The transfer was not subjected to

N tax.
Determine the inco
because of the above said transactio

(i) Mr. Chezian i i
S employed in a company with taxable salary income of ¥ 5,00,000. He

received a cash gift of ¥ 1 0
; /00,000 from Atma Charitable Trust (registered i
12AB) in December 2022 for meeting his medical expenses. IR maE

Is the ¢ i i
ash gift so received from the trust chargeable to tax in the hands of Mr. Chezian?

me &
chargeable to tax in the hands of Mr. B and M/s. B Co. (P) Ltd. |
n.

(i) Andy Tnovalblc property !'eceivefi for inadequate consideration by any person is chargeable to tax
under section 56(2)(x), if the difference between aggregate Fair Market Value of the property and
consideration exceeds T 50,000.

Thus, share received by M/s B. Co. (P) Ltd. from Mr B for inadequate consideration is '

chargeable to tax under section 56(2)(x) to the extent of ¥ 2,00,000. \
As per section 50CA, since, the consideration is less than the fair market value of unquoted '
shares of R (P) Ltd., fair market value of shares of the company would be deemed to be the full \
value of consideration. It is presumed that the shares of R (P) Ltd are unquoted shares.

The full value of consideration (¥ 5,00,000) less the indexed cost of acquisition (X 4,45,000) | '.
would result in a long term capital gains of ¥ 55,000 in the hands of Mr. B.

visions of section 56(2)(x) would not apply to any sum of money or any pr'operty

ered under section 12AB. Therefore, the cash gift of X

ust, being a trust registered under section 12AB, for |
in the hands of

(ii) The pro - 56(2)( |
received from any trust or institution regist

i aritable Tr

| lakh received from Atma Charita .
meeting medical expenses would not be chargeable to tax under section 56(2)(x)

Mr. Chezian.
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