
 

Deeming fiction under Section 50C  

 

Section 50C of the Income Tax Act, 1961 (hereafter referred to as the “Act”) was introduced 

vide Finance Act 2002 w.e.f. 01.04.2003 as a measure to curb the incidence of use of 

unaccounted money in immovable property transactions leading to tax revenue leakage 

through undervaluation of the property in the transfer instrument. The section was introduced 

as a special provision for determining the full value of consideration while computing capital 

gains in cases of transfer of immovable property, being land or building or both, held as capital 

assets. The Section provides that where the consideration received or accruing as a result of the 

transfer by an assessee of a capital asset, being land or building or both, is less than the value 

adopted or assessed  or assessable by any authority of a State Government (hereafter referred 

to as the "stamp valuation authority") for the purpose of payment of stamp duty in respect of 

such transfer, the value so adopted or assessed  or assessable shall, for the purposes of section 

48, be deemed to be the full value of the consideration received or accruing as a result of such 

transfer.  

The Section further provides that where the assessee claims that the value adopted or assessed 

for stamp duty purposes exceeds the fair market value of the property as on the date of 

transfer, and assessee has not disputed the value so adopted or assessed in any appeal or 

revision or reference before any authority or Court, the Assessing Officer may refer the 

valuation of the relevant asset to a Valuation Officer. If the fair market value determined by the 

Valuation Officer is less than the value adopted for stamp duty purposes, the Assessing Officer 

may take such fair market value to be the full value of consideration (assuming the same 

exceeds the consideration actually received or accruing as a result of transfer). On the other 

hand, if the fair market value determined by the Valuation Officer is more than the value 

adopted or assessed for stamp duty purposes, the Assessing Officer shall not adopt such fair 

market value and will take the full value of consideration to be the value adopted or assessed 

for stamp duty purposes.(assuming the same exceeds the consideration actually received or 

accruing as a result of transfer)   

Thus, the Section creates a deeming fiction to tax the transfer of the capital asset being 

immovable property at a consideration, being higher of the consideration actually received or 

the stamp duty value of the said immovable property. 

Finance Act 2016 had, to some extent, relaxed the stringent legal fiction created by the said 

Section in view of similar provision for business assets existing under section 43CA of the Act, to 

provide that where the date of the agreement fixing the amount of consideration for the 

transfer of immovable property and the date of registration are not the same, the stamp duty 

value on the date of the agreement may be taken for the purposes of computing the full value 

of consideration, provided the amount of consideration referred to therein, or a part thereof, 
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has been paid by way of an account payee cheque or account payee bank draft or use of 

electronic clearing system through a bank account, on or before the date of the agreement for 

the transfer of such immovable property. 

Though the intention of the Legislature behind introduction of a deeming provision has been to 

pluck loopholes to curb the prevalent use of black money, however, the discretion conferred to 

the Revenue to adopt as the sale value of consideration the stamp duty value or the fair value 

determined by the Valuation Officer, as the case may be, in varied types of transactions 

concerning immovable properties, leaves ample room for ligitations.    

Some interesting issues emerging out of the extant provisions as have been recently dealt 

before the Courts are complied as under:  

 

Applicability of the word “assessable” is prospective:  

 

Ramesh Verma vs. DCIT (2017) 163 ITD 421 (Chandigarh-Trib) [ASSESSMENT YEAR 2009-10] 

JANUARY 5, 2017 

 

Assessee transferred a plot to his nephews and received sale value of a plot at Rs. 26 lacs as per 

mutual family settlement approved by Civil Court, however the Assessing Officer invoked 

Section 50C and assessed long term capital gains by regarding higher stamp duty value of Rs. 81 

lacs.  

The Tribunal observed that the provisions under section 50C of the Act were later on amended 

by inserting the word ‘assessable’ after the word “assessed” w.e.f. 01.10.2009. Relying on the 
Board’s circular dated 01.10.2009 explaining the reasons for inserting the word ‘assessable’  in 
explanatory circular for Finance Act, 2009 and decision of the Hon'ble Madras High Court in the 

case of CIT vs. R. Sugantha Ravindran (2013) 352 ITR 488 (Mad) in assessee’s case, the Tribunal 

quashed the invocation of Section 50C and consequently deleted capital gains addition.  

 

Jastinder Singh Vedi v. DCIT, Circle-25(1), New Delhi [2017] 82 taxmann.com 198 (Delhi - Trib.) 

[ASSESSMENT YEAR 2006-07]  MAY 19, 2017  

 

In the said case the assessee and his wife were co-owners of a residential house. They sold the 

said property for a sale consideration of Rs. 22 lakhs. In his return of income the assessee 

declared a long-term capital loss of Rs. 1.40 lakhs on sale of his share in the property. The 

Assessing Officer found that the sale consideration declared for the property was less than the 

market rate in the locality. Hence the assessing Officer referred the matter to the valuation 

officer who determined the value of the property including the cost of land as Rs. 68.06 lakhs. 

Accordingly the Assessing officer made addition under 'long term capital gains'. 

 



According to the provisions of section 50C in case of land or building or both, if the full value of 

consideration received or accruing as a result of the transfer of capital asset is less than the 

value adopted or assessed or assessable by any authority of the State Government, i.e., stamp 

valuation authority for the purpose of payment of stamp duty then the valuation adopted or 

assessed or assessable shall be deemed to be full value of consideration received accruing as a 

result of such transfer. In the instant case the Tribunal held that the full value of consideration 

mentioned in section 48 may be replaced by the value assessed or adopted by the stamp value 

authorities or fair market value only if section 50C applies in this case and which depends on 

the fact whether the sale transaction was registered by the stamp valuation authorities. The 

word 'assessable' has been introduced w.e.f. 01.10.2009 and prior to that, value adopted or 

assessed by stamp valuation authority was required to be deemed the full value of 

consideration. Accordingly, if the property in question has been sold through registered sale 

deed and the value adopted or assessed by the stamp valuation authority is higher than the 

value declared by the assessee in the return of income, the provisions of section 50C are clearly 

applicable. If the sale transaction in question is not registered with stamp value authorities, 

then full value of consideration has to be accepted as declared by the assessee. 

 

Applicability to property held as stock-in trade: 

 

CIT-5, Mumbai v. Neelkamal Realtors & Erectors India (P.) Ltd. [2017] 79 taxmann.com 238 

(Bombay) FEBRUARY 28, 2017 –  

 

The assessee was a builder/developer following the project completion method of accounting. 

During relevant assessment year, the assessee offered certain net profit on sale of flats as its 

business income. The revenue authorities took a view that value of the flats had to be 

considered not on the basis of consideration received but on application of the provisions of 

section 50C as well as section 56(2)(vii)(b)(ii) and accordingly, made addition to the assessee’s 
income.  

It was held that Section 50C would not have any application while determining 'Profits and gains 

of business or profession'. This is so as its application is only limited to computation of income 

chargeable under the head 'Capital gains' as is evident from specific reference in sub-section (1) 

of section 50 i.e mode of computation of capital gains. In fact section 50C is placed as part of 

the Chapter IV-E under the head 'capital gains', it can only govern the valuation of the property 

to determine capital gains and cannot govern valuation of transfer of assets (other than a 

capital asset) i.e. stock-in-trade. This view was also held in CIT v. Ken Construction and 

Colonizers (P.) Ltd. [2012] 208 Taxman 478/20 taxmann.com 381 (All.). 

Further, concerning the application of section 56(2)(vii)(b)(ii), it is self evident that it only 

applies to individuals and Hindu Undivided Family. Moreover, it seeks to tax the transferee of 
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the property for having given consideration less than the stamp value by Rs. 50,000- or more for 

purchase of the property.  

Applicability on transfer of rights 

 

Mrs. Rekha Agarwal v. ITO, Ward 4(4), Jaipur [2017] 79 taxmann.com 290 (Jaipur - Trib.) 

[ASSESSMENT YEAR 2011-12] FEBRAURY 17, 2017 

 

The assessee had shown long-term capital loss in respect of sale of flat. The assessee was asked 

to furnish registered sale deed of the flat for adopting the value of sale consideration under 

section 50C. The assessee submitted that at the time of sale of the above property, the property 

was under construction and sale of the property was executed through agreement only and no 

registered sale deed was required to be executed as the property was under construction. Thus, 

the sale value as mentioned in the sale agreement should be considered as fair market value 

and purchased value should be taken for the purposes of determining the index cost of 

acquisition. The Assessing Officer determined the sale consideration as per the District Level 

Committee (DLC) rate provided by the sub-Registrar and the amount being half of the total sale 

consideration of the property was brought to tax in the hands of the assessee under section 

50C.  The question arose as to whether the assessee has sold right to acquire a property or has 

actually sold the property itself and whether the provisions of section 50C are applicable in the 

case of right to acquire a property or not.  

The Tribunal observed that it is the right in the property by way of right of allotment which has 

been assigned by the assessee in favour of the buyer and not the property itself. As per sub-

section (1) of section 50C, the value of land, building or both adopted or assessed or assessable 

by the Stamp Valuation Authority shall for the purpose of section 48, be deemed to be the full 

value of consideration received or accruing as a result of such transfer. It is a deeming provision 

and it extends only to land, building or both. The Tribunal held that the transaction in question 

was a case of purchase of right of allotment of the flats and not the transfer of flats itself. Hence 

the deeming provision of section 50C which is limited to land, building or both cannot be 

extended beyond the purpose for which it is enacted and is therefore not applicable in the 

instant case. The ground taken by the assessee was accordingly allowed.  

Devindraben I Barot vs ITO (2016) 159 Itd 162 (Ahd-Trib) [ASSESSMENT YEAR 2006-07] MAY 6, 

2016 

 

The assessee entered into Banakhat for land at Village Vadaj having area of 489 square meters 

at the rate of 605 per square meter on 24.09.1993. This Banakhat was registered without 

possession of the land on 27.10.1993. On 22.11.1993, assessee entered into another Banakhat 



of the aforementioned land with Shri Vimal R. Ambani and Indravadan Barot. This Banakhat was 

registered on 19.03.1994 without giving any possession of the land. The assessee had only 

relinquished his right in property.  The Assessing Officer adopted the stamp duty value of the 

registered sale deed as the full value of consideration and re-computed the capital gains.  

The Tribunal observed that it is settled legal proposition that deeming provision can be applied 

only in respect of the situation specifically given and, hence, cannot go beyond the explicit 

mandate of the section. Clearly, therefore, it is essential for application of Section 50C that the 

transfer must be of a capital asset, being land or building or both, and held that the deeming 

provisions of Section 50C shall not be applicable to transfer of rights in land by the 

assessee“which cannot be equated to land or building or both”. 

Similar views have been takne in the following cases: 

 Atul Puranik v. ITO[2011] 132 ITD 499/11 taxmann.com 92(Mum) 

Dy. CIT v. Tejinder Singh [2012] 50 SOT 391/19 taxmann.com 4 (Kol) 

Smt. Kishore Sharad Gaitonde [IT Appeal 1561/M/09 order dated 27.11.2009] 

 

Stamp duty value as on the date of agreement to sell to be considered 

 

Smt. Chalasani Naga Ratna Kumari v. ITO, Ward- 3(2), Visakhapatnam [2017] 79 taxmann.com 

104 (Visakhapatnam - Trib.) [ASSESSMENT YEAR 2009-10] DECEMBER  23, 2016  

 

In the said case the assessee made transfer of property through a registered sale deed during 

the relevant assessment year. The Assessee did not offer capital gains on the above transaction 

for the relevant year as she claimed it as an agricultural land, situated beyond 8 kms from the 

limits of Vishakapatnam Municipal Corporation (VMC). On scrutiny for the relevant year, the 

revenue authorities found that no capital gain income was offered to tax on sale of the 

impugned land by the assessee. The Assessing Officer held that impugned lands were not 

agricultural lands and merely a vacant land, not used for agricultural operations but came 

within the definition of capital assets as defined under section 2(14) and hence liable for capital 

gains. Further the Assessing Officer held that in adopting the value of the property under 

section 50C, the date of sale deed would be relevant for the purpose of computation of capital 

gains. He, therefore, adopted value as on the date of sale deed. 

 

It was held that though there is no agricultural operation carried out by the assessee, the lands 

held by the assessee are classified as agricultural lands in the revenue records and also suitable 

for agricultural operations. Therefore, impugned lands cannot be held as non-agricultural lands, 

just because the assessee has not carried out any agricultural operations. It was also held that 



the for the purpose of deemed consideration the stamp duty value as on the date of agreement 

to sale should be considered and that the stamp duty value as on the date of sale deed has no 

relevance. Hence the Assessing Officer erred in adopting value of property as on the date of 

sale deed to compute deemed consideration as per section 50C. 

 

Dharamshibhai Sonani v. ACIT, Circle-9, Surat [2016] 75 taxmann.com 141 (Ahmedabad - 

Trib.) [ASSESSMENT YEAR 2008-09] SEPTEMBER  30, 2016 

 

During relevant year, assessee sold certain land at Village 'B' on 24-4-2007 at consideration of 

Rs. 45,00,000. According to the stamp duty valuation authority, said land was valued at Rs. 

76,21,800/-. It was in this backdrop that the Assessing Officer sought to add Rs. 15,60,900/- to 

the value of sale consideration, for the purpose of computing capital gains, received by the 

assessee. The assessee explained that though a registered 'agreement to sell' was executed on 

29-6-2005, the sale deed of land could finally be executed only on 24-4-2007 since the land was 

agricultural and was required to be converted into non-agricultural land before execution of 

sale deed. Hence, according to the assesse the stamp duty valuation as on the date of sale was 

not relevant for computing capital gains. The Assessing officer rejected the explanation of the 

assessee and thus proceeded to adopt sale consideration under section 50C at stamp duty 

valuation rate. 

 

The fundamental purpose of introducing section 50C was to counter suppression of sale 

consideration on sale of immovable properties, and this section was introduced in the light of 

widespread belief that sale transactions of land and building are often undervalued resulting in 

leakage of legitimate tax revenues. As per the amended provisions of section 50C in  situation in 

which there is significant difference between the point of time when agreement to sell is 

executed and when the sale deed is executed, therefore, should ideally be between the sale 

consideration as per registered sale deed, which is fixed by way of the agreement to sell, vis-à-

vis the stamp duty valuation as at the point of time when agreement to sell, whereby sale 

consideration was infact fixed, because, if at all any suppression of sale consideration should be 

assumed, it should be on the basis of stamp duty valuation as at the point of time when the sale 

consideration was fixed. This inserted provision is applicable with effect from 1-4-2017, being 

retrospective in nature and hence in the said case the plea of the assessee was taken. The 

matter was directed to be given back to the Assessing Officer to investigate whether the 

agreement to sell was executed on the date claimed by the assessee and in case he finds that 

the agreement to sell was actually on that date the A.O. will adopt the stamp duty value as on 

that date. In case the assessee is not content with this value being adopted under section 50C, 

he will be at liberty to seek the matter being referred to the DVO for valuation, again as on 29-

6-2005, of the said property.   

 

Amendment introducted by Finance Act, 2017 whether retrospective 



 

Dharamshibhai Sonani v ACIT (2016) 142 DTR 62 (Ahmedabad-Trib) [ASSESSMENT YEAR 2008-

2009] SEPTEMBER 30, 2016 

 

Assessee had entered into ‘agreement to sell’ for land in June, 2005, but the sale deed could be 
executed only in April, 2007. The Assessing Officer adopted the stamp duty valuation as on April 

24, 2007 and made addition u/s 50C.  

 

The Tribunal observed that the fundamental purpose of introduction of Sec 50C was to counter 

suppression of sale consideration on sale of immovable properties. While sale consideration is 

fixed at the time when agreement to sell is entered into, adoption of stamp duty valuation as on 

actual execution date as per Sec 50C will be devoid of any rational basis especially when there is 

considerable gap between agreement to sell and actual execution; Finance Act, 2016 

amendment inserting proviso to Sec 50C based on Easwar Committee Report recognising such 

genuine and intended hardship. Though proviso is introduced only with effect from 1st April 

2017, the Tribunal relying on SC ruling in Alom Extrusion Ltd. (2009) 319 ITR 0306 (SC), Delhi 

High Court ruling in Ansal Landmark Township Pvt Ltd (2015) 377 ITR 635 (Delhi) and Agra ITAT 

ruling in Rajeev Kumar Agarwal (2014) 34 ITR 479 (Agra)], held that “once it is not in dispute 

that a statutory amendment is being made to remove an undue hardship to the assessee or to 

remove an apparent incongruity,” such an amendment has to be treated as curative and hence 

retrospective in nature. 

 

Applicability on leasehold property 

 

CIT, Central-II, Mumbai v. Greenfield Hotels & Estates (P.) Ltd. [2017] 77 taxmann.com 308 

(Bombay) OCTOBER  24, 2016  

 

In the said case, the revenue urged the question as to whether the provisions of section 50C of 

the IT Act, 1961 were not applicable to transfer of land or building or both being a leasehold 

property.  

 

Following the decisions in the case of Atul G. Puranik v. ITO [2011] 132 ITD 

499/11 taxmann.com 92 (Mum.), it was held that the provisions of section 50C would not be 

applicable while computing capital gains on transfer of leasehold rights in land and building. 

 

Reopening under Section 147/148 to reassess capital gains  

 

Chunibhai Ranchhodbhai Dalwadi v. ACIT [2017] 81 taxmann.com 136 (Gujarat) JUNE  21, 

2016  
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The assessee sold a land vide a sale deed declaring sale value at Rs. 87.71 lakhs, while as per the 

stamp duty, sale value determined by the stamp authorities was Rs. 2.12 crores. After 

completing the assessment under section 143(3) the Assessing Officer came to know about 

higher stamp valuation. He, therefore, reopened assessment to determine long-term capital 

gain under section 50C. Accordingly the assessee challenged the validity of reopening of 

assessment and hence made a writ petition. 

 

The High Court in the instant case noted that this issue was never examined by the Assessing 

Officer during the original assessment proceedings. Further, necessary and relevant information 

was not placed by the assessee during such proceedings. Reopening within four years was 

therefore permissible to determine long-term capital gain under section 50C.   

 

 

Property held by assessee in real estate business as ‘investments’ in books 

 

ACIT-25(3), Mumbai V. Dattani Development [2016] 72 taxmann.com 330 (Mumbai - Trib.) 

[ASSESSMENT YEAR 2007-08] JULY  27, 2016 

 

The assessee, a partnership firm, was engaged in the business of builders and developers. The 

assessee made an investment in the year 1994 by acquiring interest in the land knowing fully 

well that there are several encumbrances/defect in the land and the assessee can gain profits 

by way of appreciation in the value of land with efflux of time. The assessee therefore reflected 

the said land as investment in properties in its books of account. The assessee had also not 

undertaken any development or construction of the building on the said land since it acquired 

interest and title in the land in the year 1994 till the date of sale by the assessee. No approval 

was even taken by the assessee from the Government for development of the said land or 

construction of building thereof since interest and title in the land was acquired by the assessee 

in the year 1994 till the date of sale by the assessee. During the assessment year 2007-08, the 

assessee had sold the said land with all attached rights of ownership to the buyers and offered 

the profit arising from sale of land as business income. The Assessing Officer having noticed that 

the assessee had shown the land in the account books as investment in properties and not as 

stock-in-trade held that the land was a capital asset under section 2(14) and levied tax on the 

income arising from sale of land by applying the provisions of section 50C. 

 

The said land was carried by the assessee in its books of accounts/Balance Sheet as 'Investment 

in properties' since its acquisition in the year 1994 till the date of sale, and was never ever 

reflected as stock in trade in its books of accounts/Balance Sheet. The assessee did not spend 

any amount on the land development or construction of building thereon after its acquisition 

apart from spending on legal charges and payment of interest. Thus the question was whether 



land in question would be considered as capital asset within the meaning of section 2(14) of the 

Act and hence, the valuation method adopted by the Assessing Officer was correct.  

 

The assessee was engaged in the business of purchase of land and construction of building and 

thereon also selling flats. It was held that since the assessee recorded the purchase of land as 

investments and not as stock-in-trade in the books of accounts and no approval was taken from 

the government for development of land and construction of building thereon land was to be 

considered as capital asset under section 2(14) and was to be done as per the provisions of 

section 50C. 

 

Consideration of stamp value for the purpose of exemption u/s 54 

 

DCIT V. Chalasani Mallikarjuna Rao (2016) 161 ITD 721 (VISAKHAPATNAM-TRIB) [ASSESSMENT 

YEAR 2007-08] OCTOBER 21, 2016 

Assessee has computed capital gains by adopting sale consideration of 60 lakhs received by him 

and claimed exemption u/s. 54 of the Act towards construction of another residential house 

property. The Assessing Officer applied Section 50C and computed gains adopting stamp duty 

valuation of Rs. 82 lakhs.  

 

Though the Tribunal approved the application of deeming fiction u/s 50C for the purposes of 

computing capital gains, it was of the view that assessee needs to invest the sale proceeds and 

not the full value consideration u/s 50C in the new property for claiming Sec 54 exemption, and 

held that “once the net sale consideration has been fully applied under the provisions of section 

54 of the Act, then the deeming consideration as defined u/s 50C of the Act cannot be brought 

into the provisions of section 54F of the Act.”  

 

SECTION 50 VIS-À-VIS SECTION 50 C OF THE INCOME TAX ACT 

 

In case of an assessee who owns a building which is being used as a business asset which forms 

part of the “block of assets” as defined under Section 2(11) of the Income tax Act, when such 
building is sold the value to be deleted from the block of assets will be the consideration 

received or accruing as a result of the transfer of the capital asset as per the specific provisions 

of Section 50.  It is to be noted that Section 50-C deems the full value of the consideration 

received or accruing as the result of such transfer to be the value as adopted or assessable by 

the Stamp Valuation Authority if the same is higher than the actual consideration received, for 

the limited purposes of Section 48 only and therefore, a case can be made out to state that 

Section 50-C will have no applicability in the case of sale of depreciable assets to which the 

provisions of Section 50 applies. However, the Mumbai “F” Bench Tribunal has in the case of 
Income Tax Officer 22(3)(4) Mumbai vs United Marine Academy ITA NO 968/Mum/2007 



reported in 10taxmann.com 320,rendered on 25-4-11, held that deeming fiction created under 

Section 50C would not be in conflict with the deeming fiction under Section 50(2) as both the 

said sections are not conflicting and could co exist. Consequently the tribunal has held that the 

provisions of Section 50C would be applicable even to a transfer of an immovable property 

being a depreciable asset under Section 50. 

 

SECTION 45 (4) VIS-À-VIS SECTION 50  

 

Section 45(4) of the Income tax Act 1961 states that “The profits or gains arising from the 

transfer of a capital asset by way of distribution of capital assets on the dissolution of a firm or 

other association of persons or body of individuals (not being a company or a co-operative 

society) or otherwise, shall be chargeable to tax as the income of the firm, association or body, 

of the previous year in which the said transfer takes place and, for the purposes of section 48, 

the fair market value of the asset on the date of such transfer shall be deemed to be the full 

value of consideration received or accruing as a result of the transfer”. 
 

It is the fair market value of the asset on the date of transfer which is deemed as the full value 

of consideration received or accruing as a result of the transfer for the purpose of Section 45(4), 

whereas as per the provisions of Section 50C it is the consideration received or accruing as a 

result of the transfer, the value adopted or assessable by the stamp valuation authority, or the 

value ascertained by the Valuation Officer of the Income tax Department as the case may be 

which will be deemed to be the full value of consideration received or accruing as a result of the 

transfer.   

Under the circumstances where an immovable property is distributed to a partner on 

dissolution of the firm or on his retirement, only the market value of the property on the date 

of distribution will have to be considered as deemed to be the full value of consideration 

received or accruing as a result of the transfer and Section 50C will have no application in such a 

case.   

It is important to note that the Madras Tribunal in the case of Swamy Studio Vs. ITO (1998) 66 

ITD 276 has held that Section 45(4) itself is a charging provision and therefore Section 2(47) 

need not be looked into to decide whether the transaction amounts to a “transfer” or not. 
 

It is also to be noted that immovable property distributed to partners on dissolution of the firm 

do not require registration as it is only a settlement of pre existing right as as been held in the 

following cases. Ref: S.V.Chandra Pandian Vs. S.V.Sivalinga Nadar and Others (1995) 212 ITR 

592 (SC)CIT Vs Bankay Lal Vaidya(1971) 79 ITR 594(SC) 

 

Further in the case of distribution of depreciated assets of the firm to the partners it has been 

held that the provisions of Section 45(4) and not Section 50(1) would be applicable as what is 



contemplated under Section 50 is the sale of depreciated assets and not its distribution of 

assets in CIT Vs Kumbazha Tourist Home(2010) 328ITR 600(Ker). 

 


