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Nowaytodeclare
exemptgiftin ITR

@ These cantrigger
an I-T noticeif not
properly reported

iy
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CONCERNS HAVE BEEN woiced
about notices issued by the
Income Tax (I-T) Department
regarding non-taxable gifts
received from family members.
While such gifts are legally

intimidating, but a timely and
accurateresponse canresolve the
issue efficiently. Here’s how you
can proceed:

Review the notice carefully:
Identifythespecificsectionunder
which the notice has been issued
and understand the information
being sought.

Gather supporting docu-
ments: Compile all relevant doc-
umentation,such as gift deeds or
declarations signed by the donor
mentioning the relation of the
donor and donee. Bank state-
ments reflecting the transfer.
Proof of relationship with the
donor(e.g, birth certificates, mar-
riage certificates).

Draft a response: Explain the
nature of the gift and its exemp-
tion under the I-TAct.Attach the
supporting documents to sub-

exempt from tax
undercertain condi-
tions, the lack of a
designated report-
ing section in
income tax return
(ITR) forms has cre-
ated confusion and

Gifts from
non-relatives are
taxable if their
aggregate value
exceeds 50,000 in
a financial year
————

stantiate yourclaim.

Submit  your
response: You can
respond to the
notice through the
income tax portal
under the ‘Pending
Actions’ tab. Navi-

led to unnecessary
scrutiny.

Understanding non-
taxable gifts

Under the Income Tax Act,
giftsreceived fromspecified rela-
tives—suchasparents,siblings,or
spouses—are fully exempt from
tax, irrespective of their value.
Similarly, giftsreceived on special
occasions like marriage or
through inheritance are also
exempt. Despite these exemp-
tions, confusion arises because
the ITR lacks a dedicated section
to report such exempt income.
When high-value transactions,
such as money transfers or prop-
erty gifts, are flagged by banks or
financial institutions, the I-T
Departmentmayfinditchalleng-
ing to reconcile them with the
information provided in the ITR.
This discrepancy often prompts
theissuance of notices, seeking
verification of the nature and
source of these transactions.

Responding to I-T
notices
Receiving a notice can be

gate to Response to
Outstanding
Demands,’select ‘Disagree with
Demand, and provide an expla-
nation stating that the transac-
tion isexempt from tax. Itis essen-
tialto attach acopyofthegift deed
executed during the transfer,
clearly indicating it as a genuine
gift without consideration.

While non-taxable gifts from
familyarelegitimate and exempt
fromincome tax thelackofaded-
icated reporting mechanism in
ITR forms has led to avoidable
complexities. Thus, it is impera-
tive tointroduce a dedicated sec-
tion inthe TR formsforreporting
gifts.Such aprovisionwould allow
taxpayersto declare exempt gifts
transparently,ensuring that these
transactions are distinguished
from taxable income. This would
not onlysimplify compliancebut
also reduce the administrative
burden. By explicitlyacknowledg-
ing exempt giftsin the tax return
process, the system can foster
greater clarityand trust.
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