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Latest Judicial update for NOVEMBER, 2018 Exams 

(VVIP Case Laws****) 
1. Honda Siel Cars India Ltd. (SC) 

1. Facts of the 
case 

• Under Technical Collaboration Agreement (TCA) a Joint Venture (JV) was 
established between Honda Motors, a Japanese co. and assessee Siel Ltd, an 
Indian Co.  

• It was agreed that Honda motors would provide complete assistance for set up of 
plant, machinery and manufacturing unit under license without any proprietary 
rights for which assessee shall pay technical fees. 

• For above assistance assessee shall pay technical fees. 

• Furthermore after termination of TCA JV would come to an end.  

• Revenue contented technical fees as capital expenditure and assessee claimed 
it as revenue expenditure. 

2. Issues 
involved 

• Whether fees paid under TCA for setting up JV in India is to be considered as 
revenue or capital expenditure, where termination of TCA ends the JV? 

3. Provision • According to section 37(1), any expenditure not being capital expenditure shall 
be allowed as deductions if it is incurred wholly and exclusively for the purpose 
of business & profession. 

4. Analysis • Tribunal held expenditure to be revenue in nature as assessee has acquired only 
limited right to use not a proprietary right. 

• HC held as JV was set pursuant to agreement and rights were in nature of rights to 
use, expenditure was capital in nature. 

•   SC observed that if right to use technical information is for limited period and for     
improving the business of assessee it was revenue in nature but if it was obtained for 
setting up of business position may be different. 

• SC observed that in case of right to use is for limited period technical expenditure 
would be revenue in nature. 

• SC further observed that collaboration consisted complete assistance. 

• In instant case termination of agreement would end up JV. 

5. Conclusion • Apex court held that technical expenditure was capital in nature, affirming to the 
decision of HC.  

• Upon termination of TCA, the JV would come to an end. 

 

2. Palam Gas Service (SC) 

1. Facts of the 
case 

• Palam Gas Service was engaged in business of purchase and sales of LPG 
Cylinders. 

• The assessee has arrangement of transportation to be done through three 
Sub-contractors covered u/s 194C. 

• Assessee made certain sum of payments to these contractors and did not 
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deducted TDS. 

• AO disallowed the freight expenses u/s 40(a)(ia) on account of failure to deduct 
to tax.  

• Assessee contented section 40(a)(ia) was not applicable as amount was not 
payable but had paid.  

2. Issues 
involved 

• Whether section 40(a)(ia) is attracted when amount is not ‘payable’ to a sub-
contractor but has been actually paid? 

• Would the obligation to deduct tax depend on the method of accounting 
followed by assessee? 

3. Provision 

 
 
 

• According to section 40(a)(ia) of the Act, If any amount is paid or credited to 
resident and either no TDS has been deducted or TDS deducted but not 
deposited to government, then 30% of such expenditure shall not be allowed as 
deduction . 

4. Analysis • SC observed that different HC have different opinions. Punjab & Haryana, 
Madras, Calcutta and Gujrat held section to be extended to amount actually 
paid whereas Allahabad  HC held otherwise. 

• SC observed the judgement of Allahabad HC in case of CIT v. Vector Shipping 
Services. 

• According to SC deduction of tax at source is mandatory. If mercantile system 
of accounting, TDS to be deducted at the time of credit of amount to the a/c of 
payee and in case cash system it is required to be deducted at the time of 
making payment. 

• Section 40(a)(ia) not only covers the amount payable but also the amount 
paid. 

5. Conclusion • SC held that section 40(a)(ia) would be attracted for failture to deduct tax in 
both cases, when amount is payable or when amount is paid, depending on 
system of accounting followed by the assessee. 

• SC upheld decision of majority of High courts. 

 
 

3. Raj Dadarkar and Associates v. ACIT (SC) 

1. Facts of the 
case 

• Right to conduct market on certain land which was acquired by the assessee 
from Municipal Corporation of Greater Bombay. 

• Premises allotted was bare structure which was developed by appellant to 
make premises fit to be used as market, 

• Assessee treated income from sub-letting of shops as business income, 
whereas AO treated it to be income from H.P, return of income was reopened 
by AO by issuing notice u/s 148.  

2. Issues 
involved 

• Whether rental income from letting out of premises is to be treated as 
business income or as income from house property? 

3. Provision 

 
• According to Section 22 of Income Tax Act, 1961, house property owned by the 

assessee is chargeable as income from house property only if the house property 
is not used by assessee for the purpose of its own business or profession. 
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• According to section 27(iiib) of the act a person who acquires any rights in or 
with respect to any building or part thereof read with section 269UA(f) shall be 
deemed owner of the building or part thereof. 

• As per section 269UA(f) means transfer in relation to immovable property 
means transfer by way of sale, exchange, lease (for a term not less than 12 
years) or property taken or retained in part performance of contract as per 
section 53A of Transfer of Property Act. 

4. Analysis • SC observed the fact in case of Sultan Brothers Pvt. Ltd. v. CIT. 

• Income from letting out can be treated as business income if letting out of 
premises itself is business of assessee. 

• SC observed that clause contained in partnership deed stated that firm shall take 
the premises on rent to sub-let or to do any other business as may be mutually 
agreed by the parties. 

• Further SC observed that assessee has failed to show that entire or sufficient 
income was from letting out of the property.  

5. Conclusion • SC held that wherever there is income from leasing it is to be treated as 
income from HP. 

• According to apex court clause in deed was inconclusive and there was 
lack of sufficient material to prove that substantial income of assessee 
was from letting out. 

• The apex court held clause in deed to be inconclusive and decided that income to 
be assessed as “income from house property” and not as business income. 

 
 

4. DCIT v. Raghuvir Synthetics Ltd. (SC) 

1. Facts of the 
case 

• Assessee claimed certain sum of expenditure on advertisement and public 
issue as revenue expenditure.  

• Assessee claimed if expenditure cannot be deducted as revenue then it may be 
allowed as preliminary expenditure u/s 35D. 

• AO disallowed sufficient part of expenditure by issuing intimation u/s 
143(1)(a). 

2. Issues 
involved 

• Whether the nature of expenditure can be considered debatable for not 
invoking prima facie adjustment u/s 143(1)(a), where jurisdictional HC has 
taken a view that the expenditure is capital in nature even though some high 
courts have held same as revenue? 

3. Provision • According to section 143(1)(a) of the Income Tax Act 1961, return of income can 
be processed by making adjustments in total income for incorrect claim, if such 
claim is apparent from any information in the return. 

4. Analysis • Tribunal and HC dismissed the appeal of revenue on the grounds that issue 
was debatable, therefore expenditure cannot be disallowed u/s 143(1)(a). 

• SC observed that different HC have given different opinions as to nature of 
expenditure, where Gujrat HC had considered expenditure to be capital. 
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5. Conclusion • SC held that issue was not debatable in case of assessee. Since registered 
office of co. was in Gujrat, law laid down by Gujrat HC is binding on assessee. 
Thus expenditure is capital expenditure. 

 

5. Berger Paints India Ltd. (SC) 

1. Facts of the 
case 

• Assessee is a manufacturing concern. 

• Assessee claimed deduction of share premium u/s 35D as being a part of 
capital employed. 

• AO disallowed the deduction. 
2. Issues 
involved 

• Whether ‘premium’ on subscribed share capital as capital employed in the 
business of co. be eligible for deduction u/s 35D? 

3. Provision • As per 35D deduction is allowed for 5% of cost of capital or 5% of capital 
employed. 

• Term capital employed is aggregate of the issued share capital, debentures and 
long term borrowings as on the last day of P.Y in which business of co. 
commences. 

4. Analysis • As per SC observation share premium could not be the part of capital 
employed of the co. for the purpose section 35D(3)(b).. 

• If objective of legal pronouncement of co. is to treat share premium as capital 
employed it must be specifically stated. 

• As per Co. Act 1956 break up of issued share capital does not include share 
premium at the time of subscription hence share premium cannot be treated 
as part of capital employed. 

5. Conclusion • SC held that the assessee is not entitled to claim deduction in relation to 
premium amount received from shareholders at the time of share 
subscription.  

• SC affirmed the decision of HC. 

• SC held that the assessee is not entitled to claim deduction in relation to 
premium  amount  received  from  shareholders  at  the  time  of  share 
subscription. 

 

6. A.P. Moller Maersk (SC) 

1. Facts of the 
case 

• Assessee was a foreign company engaged in shipping business having agents 
across world, who acted as clearing agents. 

• Assessee set up centralized communication system for helping its agents for 
which agents made payments on pro rata basis. 

• AO contented amount paid by Indian agents is taxable under Article 13(4) 
being fees for technical services.  

• Assessee argued that the arrangement was merely cost sharing system and 
payments were only reimbursement of expenses. 

2. Issues 
involved 

• Whether payments made by Indian agents for booking cargo and acting as 
clearing agents, to use a centralized communication system maintained by 
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assessee co. engaged in shipping business, can be treated as fees for technical 
services? 

3. Provision • According to section 9(1)(vii) of Income Tax Act 1961, fees for technical 
services paid by Indian resident is deemed to accrue arise in India. 

4. Analysis • As per SC observation centralized communication system was established for 
convenience of agents which was integral part of international shipping 
business of assessee. 

• Expenditure was based on coast sharing basis and payment to assessee was 
merely reimbursement of expenses incurred by it. 

• Revenue authorities had accepted that assessee’s freight income in relevant AY 
was not chargeable to tax arose from operation of ships in international waters 
as per DTAA with Denmark. 

• As it was accepted and communication system being integral part of business 
so payments received cannot be treated as fees for technical services 

5. Conclusion • SC held that payments received from agents could not be treated as fees for 
technical services and hence would not be liable to tax u/s 13(4) of India and 
Denmark DTAA. 

7. Sandeep Singh v UOI (SC) 

1. Facts of the 
case 

• A search was conducted on assessee's business & residential Premises u/s 
132(1). 

• Assessee Filed application before settlement commission, which was settled 
before 12th Dec 2014. 

• Assessee was unable to pay amount due by the stipulated date. 
• Assessee sought extension of 14 months but was provided till 31st July 2015. 
• Writ petition was filed in HC for modification of Settlement commission order. 
• Till SC heard the matter, he paid all pending dues. 

2. Issues 
involved 

• Whether payment of sum due, after the deadline stipulated by the settlement 
commission, would save the petitioner from withdrawal of immunity from 
prosecution? 

3. Provision • According to section 245H(1A) of the Income Tax Act 1961, Immunity granted 
shall be withdrawn if: 

i. If assessee fails to pay dues specified in settlement order in stipulated time. 
ii. Assessee has concealed any material information or fails to comply with 

condition on which immunity was granted.  

4. Analysis • SC explained that if payments are not made within the time granted by 
Settlement commission or person fails to comply with the condition under 
which immunity was granted, the immunity stands withdrawn. 

• SC observed that all payments were made by the assessee on 20th Jan 2016, 
before approaching SC. 

• As all sums have been paid, so assessee is not required to be relegated to the 
settlement commission. 

• Settlement commission has the power to extend the timelines. 

5. Conclusion • SC took that the assessee has made the payment within the time granted u/s 
245H(1A). SC held that all taxes have been cleared by assessee, so is immune 
from prosecution. 
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8. Gopal & Sons v CIT. (SC) 

1. Facts of the 
case 

• Assessee, a HUF holds substantial interest i.e; 37.12% shares in M/S. 
G.S.Fertilizers (P)Ltd, a closely held Co. 

• Loans & advances were received by the assessee, which were treated as 
deemed dividend u/s 2(22)(e) by AO. 

• In annual return of the Co. advances were given to HUF & shares certificates 
were issued to Karta. 

2. Issues 
involved 

• Is loan to HUF who is a shareholder in a closely held Co. chargeable to tax as 
deemed dividend ? 

3. Provision • As per section 2(22)(e) deemed dividend means: 
i.  any payment by way of loans & advances to a shareholder holding more 

than 10% of voting power in such Co. 
ii. any payment to any person on behalf of such shareholder. 

4. Analysis • HC restored the order of AO stating that karta is member of HUF which has 
taken loan rom co. hence is covered u/s 2(22)e. 

• SC observed that loan provided by closely held co. is taxable as deemed 
dividend if loan is given to shareholder or concern holding substantial interest. 

• SC observed that, if the Karta was the shareholder, the HUF would be the 
concern in which the karta has substantial interest. 

• It was further observed that, on dispute that HUF can be shareholder or not, it 
was observed that according to explanation 3 to section 2(22)(e), concern 
includes HUF. 

5. Conclusion • SC held that the loan amount is to be assessed as deemed dividend u/s 
2(22)(e). 

 

9.  Balakrishnan v UOI & others (SC) 

1. Facts of the 
case 

• Assessee owned vast area as agricultural land. 

• Agricultural land of assessee was acquired by State Govt. under the land 
Acquisition Act, 1894. 

• Assessee initiated negotiations with collector for increased compensation. 

• Assessee claimed exemption u/s 10(37)(iii) stating transfer of agricultural land 
on account of compulsory acquisition. 

• Revenue denied the exemption claimed u/s 10(37)(iii) stating that it was not a 
compulsory acquisition but a voluntary sale. 

2. Issues 
involved 

• Whether receipt of higher compensation after notification of compulsory 
acquisition would change the character of transaction into a voluntary sale ? 

3. Provision • In case of transfer by way of compulsory acquisition authorized by any law or 
approved by CG or RBI, Capital gain arising by such transfer shall be exempt u/s 
10(37)(iii) of the act.         

4. Analysis • SC observed that process was initiated under the land acquisition Act 1894. 

• Merely negotiation cannot change compulsory acquisition to Voluntary sale. 

• Moreover, attention drew towards Right to fair compensation & transparency 



PROF. AMIT RAJPUROHIT  Mob. No. -: +91-9022413471 
(Faculty of WIRC of ICAI)  Rajpurohit.rp@gmail.com 

8 

For Updates, Case Laws & Amendments Videos Like FB Page and Subscribe You Tube Channel: 

Prof.AmitRajpurohitDT 

in land acquisition, Rehabilitation & Resettlement Act 2013, which empowers 
collector to pass award by consent of parties. 

5. Conclusion • SC held that transfer would continue to remain as compulsory acquisition 
when proceedings are initiated under Land Acquisition Act, 1894 irrespective 
of the fact whether compensation was negotiated or fixed. 

• The claim of exemption from capital gain u/s 10(37)(iii) is, therefore tenable in 
law. 

 

10. Travancore Diagnostics (P) Ltd. ACIT (HC) 

1. Facts of the 
case 

• Assessee was diagnostic laboratory in Kollam and a branch at Kottarakara. 
• Survey was conducted on assessee u/s 133A consequent to which the assessee 

filed the return of income. 
• A notice was served u/s 148 on the basis of documents & materials unearthed. 
• Incomes were assessed for A.Y 2009-10 & 2010-11 u/s 143(3) read with section 

147. 
• Assessee raised additional jurisdictional grounds before the appellate tribunal. 
• Assessee contented that assessment was completed for A.Y 2010-11 u/s143(3) 

read with section 147. Further no notice was issued u/s 143(2). 

2. Issues 
involved 

• Whether omission to issue notice u/s 143(2) is a defect not curable in spite of 
section 292BB? 

3. Provision • According to section 292BB of Income Tax Act 1961, where assessee appeared 
in any proceeding or participated in any inquiry in respect of any assessment or 
re assessment , it shall be deemed, that any notices which were required to be 
served has been duly served upon him under the act. 

4. Analysis • HC observed the decision given by SC in case of Asstt.CIT v Hotel Blue Moon, 
held that without serving notice u/s 143(2) AO could not assume jurisdiction. 

• AO recorded his inability to generate notice as return was not filed 
electronically. 

• Section 292BB helps Revenue in countering claims of assessees who have 
participated in proceedings where due notice has been issued. 

5. Conclusion • HC held that though the assessee had participated in the proceedings, in the 
absence of mandatory notice, section 292BB cannot help the revenue officers 
who have no jurisdiction, to begin with. 

 

11. Movaliya Bhikhubhai Balabhai (HC) 

1. Facts of the 
case 

• Assessee's agricultural land was compulsorily acquired.  
• Assessee challenged compensation the result of which enhanced 

compensation with interest was provided u/s 28 of land acquisition Act 1894. 
• AO rejected the assessee's application for issuance of certificate with nil TDS, 

on grounds that interest was taxable u/s 57(iv) read with sec.56(2)(vii) & 
145A(b). 

• Writ petition was filed by assessee in HC. 

2. Issues 
involved 

• Is interest on enhanced compensation u/s 28 of the land Acquisition Act, 1894 
assessable as Capital gains or as income from other sources? 

3. Provision • According to section 56(2)(vii) income by way of interest received on 
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compensation or enhanced compensation u/s 145A(b) is Taxable under head of 
income from other sources. 

• Interest referred above is deemed to be income of the year in which it was 
received. 

4. Analysis • HC observed that interest has received u/s 28 of the Land Acquisition Act which  
depicts the enhance value of land. Therefore, it is in character of compensation 
not interest. 

• Interest u/s 28 is liable to be taxable under the head of capital gains & not 
under Income from other sources. 

• If interest is received u/s 34 of Land Acquisition Act, it is for 
delayed payment hence it is taxable as income from other sources. 

5. Conclusion • HC held that interest awarded u/s 28 of the land Acquisition Act, 1894 was not 
liable to be taxed under the head of Income from other sources & thus was not 
deductible at source. 

 

12. PCIT v Ravjibhai Nagjibhai Thesia (HC) 

1. Facts of the 
case 

• Assessee sold his property for Rs. 16 Lakhs. 
• State valuation authority valued the property at Rs.233.71 lakhs which was sold 

by the assessee for Rs 16 lakhs. 
• Matter was referred to DVO, who valued the property at Rs.24.15 lakhs. 
• AO passed the assessment order treating Rs.217.71 lakhs as undisclosed 

income before receiving the report of DVO. 
• Report of DVO was received by AO after the date of Assessment order but 

before the order was received by assessee. 

2. Issues 
involved 

• Whether the AO is bound to consider the report of Departmental Valuation 
Officer (DVO) when it is available on record? 

3. Provision • According to section 50C(2) of the act, provides if assessee claims before any 
AO that value adopted by SVA exceeds the FMV of Property on the date of 
transfer, matter can be referred to valuation officer for valuation by AO. 

4. Analysis • Commissioner appeals directed AO to compute value of gain considering value 
given by DVO. 

• Revenue carried the matter before tribunal where appeal was dismissed as 
Tribunal relied on the judgement in case of CIT v. Indra Swaroop Bhatnagar in 
which it was held that DVO valuation u/s 50C(2) is binding upon assessee. 

• HC observed that when AO has referred the matter to DVO, the assessment is 
to be completed in conformity with the estimate given by DVO. 

• As per section 50C(2) as value of Capital Asset was lower than the value as 
assessed by SVA, it must be taken into consideration for the purpose of 
assessment. 

5. Conclusion • HC held that Capital gain has to be computed in conformity with the value so 
determined by the DVO. 

 

13. Mega Trends Inc. v CIT (HC) 

1. Facts of the 
case 

• Return of income was filed by partnership firm showing income of Rs.174.36 
lakhs. 
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• Firm consisted of 13 individuals & 2 Firms. 
• AO disallowed certain expenses of Rs.262.50 lakhs. 
• CIT appeals by invoking section 251 issued SCN proposing changing the status 

of assessee to AOP. 
• The assessee filed writ of certiorari to quash SCN. 

2. Issues 
involved 

• Does CIT (Appeals) have the power to change the status of assessee? 

3. Provision • According to section 251 of the Act, commissioner (Appeals) has the power to 
confirm, reduce, enhance or annual the assessment. 

4. Analysis • HC observed the judgement provided by Apex court in case of Dhulichand 
laxminarayan v CIT. 

• Partnership is a relationship between person, person include natural person, 
since some partners are firm assessment cannot be carried out as firm. 

• The appeal was in continuation of the original proceedings and unless 
restrictions are imposed, appellate authority could exercise all the powers of 
the original authority. 

• HC relied on a full Bench decision of Madras HC in State of Tamil Nadu v. 
Arulmurugan to come on conclusion. 

5. Conclusion • HC held that the power to change the status of the assessee is available to AO 
& when not used by him appellate authority is empowered to use such power 
& change the status. 

14. CIT v Sunil Vishwambharnath Tiwari (HC) 

1. Facts of the 
case 

• The assessee was engaged in development of housing projects in return of 
income, assessee claimed Rs.16.82 lakhs u/s 80 IB(10) now section 80 IBA. 

• In assessment AO disallowed certain expenses towards sub contract payment, 
commission payment, & advertisement, for non-payment of TDS. 

• Revenue authority limited the deduction u/s 80-IB(10) to the original amount 
claimed. 

2. Issues 
involved 

• Is the increase in gross total income consequent to disallowance u/s 40(a)(ia) 
eligible for profit-linked deduction under chapter VI-A ? 

3. Provision • Section 80-IB(10) allows deduction at 100% of profit in respect of housing 
projects approved before 31.03.2018. Presently deduction is provided u/s 80-
IBA  

• CBDT by circular has clarified, if expenditure disallowed relates to business 
activity against which the chapter VI-A deduction has been claimed, deduction 
needs to be allowed on the enhanced profits, it includes the disallowances u/s 
32, 40(a)(ia), 40A(3) & 43B. 

4. Analysis • HC observed that assessee has not deducted tax at source. 
• Disallowance u/s 40(a)(ia) increase the income chargeable to tax under head 

profit & gains of business & profession. 
• Deduction u/s 80IB(10) is allowed on gross total income, enhanced income 

becomes eligible for deduction. 

5. Conclusion • HC held that assessee is entitled claim deduction u/s 80-IB(10) in respect of GTI 
as consequence of disallowance u/s 40(a)(ia). 
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Some past Important case laws for November 2018 
15.Henkel Spic India Ltd (SC) (VVIP***) 

1. Facts of the 
case 

 Assessee received share application money in AY 1992-93. Money deposited in 
bank according to requirements of law. 

 Shares allotted in AY 1993-94. Assessee refunded the money along with interest 
to persons who could not be allotted the shares. 

 A.O taxed the entire interest in the year of public issue i.e. AY 1992-93. 

2. Issues 
involved 

 Can interest income earned on share application money deposited in bank for 
specified period within statutory requirement treated taxable? 

3. Provision  According to section 56 of the Income tax Act, 1961, the interest income forms 
part of income from other sources in the year when it is actually accrued to the 
assessee. 

4. Analysis  U/S 73 of companies act use of application money was prohibited. 

 Therefore, principal and interest cannot be utilized by the company until the 
allotment process is completed and all the money refundable and refunded with 
interest. 

 The balance remaining application money along with interest can be regarded as 
belonging to company. 

5. Conclusion  Apex court held that interest income if any would accrue to the company only 
after allotment is completed i.e., A.Y 1993-94. 

16. Tamil Nadu Tourism Development Corporation Ltd. (HC) (VVIP) 

1. Facts of the 
case 

 The assesse company engaged in business of tourism development entered into 
an agreement of leasing its loss making units to franchisees. 

 Agreement laid down the conditions of conduct of business as display of its 
name, quality of food, maintenance etc. 

   Assessee considered franchise fees as “Income from house property” and 
claimed deduction @30% of NAV U/S 24. 

2. Issues 
involved 

 Whether franchise fees received is taxable as income from house property or as 
income business? 

3. Provision 
 
 
 

 According to Section 22 of Income Tax Act, 1961, house property  owned by the 
assessee is chargeable as income from house property only if the house property 
is not used by  assessee for the purpose of its own business or profession. 

4. Analysis  HC observed that contract between assesse and franchisees contained special 
conditions for which assessee received franchisee fee. Which indicated that 
assesse continued to operate tourism business through franchisees.  

 Conditions were ranging from obtaining permits & licenses, maintenance of 
rooms & garden, catering, Name board etc. 

5. Conclusion  HC held that income earned by assessee by way of franchisee fee is in nature of 
business income. 
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17. TVS Motors Ltd. (HC) 

1. Facts of the 
case 

 Assessee co. is engaged in manufacture of motor cycle and spares. 

 Revised return of income was filed claiming deduction U/S 31 for expenditure 
incurred on replacement of dies and moulds. 

 AO rejected claim on grounds that assesse had claimed depreciation on such 
dies and moulds in earlier years. 

2. Issues 
involved 

 Can expenditure on replacement of dies and moulds, being parts of machinery, 
deductible as current repairs? 

3. Provision 
 

 According to section 31 of the Act deduction is allowed for current repairs, rent and 
taxes of machinery. Current repair is an expenditure not being capital in nature. 

4. Analysis  HC referred to SC ruling in case of Mahalakshmi Textiles Mills Ltd. Which stated: 

 Where there is no change in performance of machinery and 

 The replaced parts performing the precisely the same function 

The expenditure to be considered current repairs 

 According to HC decision in case of Machado Sons court observed that where the 
object of the expenditure was not to: 

 Bring into existence a new asset or To obtain new advantage 

 Said expenditure qualifies as current repairs. 

5. Conclusion  Expenditure incurred by assessee towards replacement of parts to ensure 
performance without bringing any new asset or advantage is eligible for deduction 
as current repairs. 

18. Shyam Burlap Co. Ltd. (HC) (VVIP) 

1. Facts of the 
case 

 According to Memorandum of Association the object of assessee co. was to 
develop properties and it derived 85% of its income from let out of properties.  

 Assessee revised lease rent and lessee refused to accept higher rent. Assessee 
offered compensation to lessee to vacate the premises. 

 In order to claim compensation as business expenditure assessee treated 
income as business income which in earlier years it treated as income from 
house property. 

 AO rejected the claim of the assessee by treating compensation as capital exp. 
2. Issues 
involved 

 Can compensation paid by assessee for vacating the premises be treated as 
revenue expenditure incurred for business? 

3. Provision  According to Section 37(1), any expenditure not being a capital expenditure and 
done for the purpose of Business and Profession shall be allowed as deduction. 

4. Analysis  HC referred to decision of apex court in the case of Chennai Properties where it 
laid down objects of the company must be considered while deciding upon its 
rental income and head under which it is taxable. 

5. Conclusion  HC held that according to object clause of the company letting out income to be 
considered as business income and compensation paid to tenants must be 
deductible as revenue expenditure. 
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19. Taparia Tools Ltd. (SC) (VVIP) 

1. Facts of the 
case 

 Assessee issued non- convertible debentures. Two options as regards to 
payment of interest was provided to subscribers. 

 Either to receive periodic interest on half yearly basis @18% p.a. or to opt for 
one time upfront payment of Rs. 55 per debenture. 

 Assessee considered upfront payment as deferred revenue expenditure but 
claimed entire amount in the first year. 

 AO contented that expenditure to be claimed over tenure of expenditure 
therefore, allowed one fifth of the payment and disallowed balance of claim. 

2. Issues 
involved 

 Can upfront payment can be allowed as deduction in first year or must be 
spread over life of debentures? 

3. Provision  According to section 43(2) of the Act the benefit of deduction can be claimed in 
the year in which interest is actually paid or incurred. 

4. Analysis  According to Apex court there is no concept of deferred revenue expenditure in 
the Income tax, 1961. Revenue expenditure is deductible in the year it is 
incurred. 

 Assessee claimed the entire expenditure in the same year instead and filed 
return in prescribed manner, AO was bound to carry out the assessment as 
statue enables assessee to claim entire upfront interest in the year of payment. 

5. Conclusion  SC held that the entire upfront interest can be claimed as deduction in the same 
year in which it was actually paid. 

20. IBM Global Services India (P) Ltd. (HC) (VVIP) 

1. Facts of the 
case 

 Assessee company came into existence by bifurcation of a Joint venture 
company(JVC). 

 Assessee paid certain sum of payments to JVC for use of domestic customer 
database & for transfer of trained and skilled employees from JVC to assesse co. 

 Assessee claimed both payments as revenue expenditure which was disallowed 
by AO. 

2. Issues 
involved 

 Can the amount paid by assessee co. to JVC for use customer database and 
transfer of trained personnel be claimed as revenue expenditure? 

3. Provision  According to section 37(1), any expenditure not being  capital  expenditure shall 
be allowed as deductions if it is incurred wholly and exclusively for the purpose of 
business & profession. 

4. Analysis  As per HC observations expenditure incurred for use of customer database did 
not result in acquisition of any capital asset. 

 JVC spent a lot of money to train employees who were transferred to assessee 
company. Payment was made towards expenditure incurred for their training 
and recruitment which was revenue in nature. 

5. Conclusion  HC held that both the expenditures claimed were allowable as revenue 
expenditure. 
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21. Rayala Corporation (P) Ltd. (SC) (VVIP) 

1. Facts of the 
case 

 The assessee was engaged in business of leasing its properties and received rent 
which it claimed as its business income. 

 The Revenue claimed it to be income from house property. 

2. Issues 
involved 

 Would rental income from the business of leasing taxable as income from house 
property or income from business and profession?  

3. Provision  Section 22 of the Act states that income from property to be taxed under the 
head of income from house property, if house property is not used for purpose 
of business and profession. 

4. Analysis  In case of Chennai Properties & Investments Ltd apex court held that if an 
assessee is engaged in the business of letting out of properties though income in 
nature of rent shall be chargeable to tax as business income 

5. Conclusion  As business of the company is to lease out its properties, the rental income 
earned by the company would be chargeable to tax as its business income. 

22.  KLN Agrotechs (P) Ltd. (HC) 

1. Facts of the 
case 

 Assessee was engaged in manufacturing and trading of edible oil. It took loan 
from bank. 

 Due to default in repayment account became NPA. Loan along with interest(Rs. 
193 lakh) of Rs. 635.26 lakhs was outstanding. 

 Assessee paid Rs. 378.72 as one time settlement and balance 257 lakhs was 
offered as income. 

 Assessee claimed Rs. 193 Lakh as interest paid U/S 43B which was disallowed by 
AO. 

2. Issues 
involved 

 Can the assessee claim benefit of deduction of interest U/S 43B where the lump 
sum amount paid as One Time Settlement(OTS)? 

3. Provision  According to section 43B,interest on loan from  a  scheduled bank is allowed as 
deduction, if they are actually paid by the assessee before the due date of filing of 
return. 

4. Analysis  The assessee Could not be taxed twice i.e., it could not be subjected to tax on 
the entire waived amount as well as subjected to disallowance of interest under 
section 43B. 

5. Conclusion  HC held that Rs. 193 lakhs of interest to be sub-assumed in the amount of Rs. 
257 lakhs offered. Hence allowed as deduction u/s 43B. 

23. Chennai Properties and Investment Ltd (SC) (VVIP**) 

1. Facts of the 
case 

 According to MOA of the assesse basic objective of assessee co. was to acquire 
and let out properties. 

 The AO assessed income from letting out as income from house property. 

2. Issues 
involved 

 Would rental income from the business of leasing taxable as income from house 
property or income from business and profession?  

3. Provision  Section 22 of the Act states that income from property to be taxed under the 
head of income from house property, if house property is not used for purpose 
of business and profession. 

4. Analysis  Income not to be assessed on the basis of ownership of land it is to be assessed 
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on the basis of nature of activity carried on by the assessee and operation 
carried by them. 

 Object of the company must be considered while determining the taxability of 
income. 

 Main objective of the company as per its MOA is to acquire and hold properties and 
earn income there from. 

5. Conclusion  As business of the company is to let out its properties, the rental income earned 
by the company from letting out would be chargeable to tax as its business 
income. 

24. NDR warehousing P Ltd. (HC) 
1. Facts of the 
case 

 Assessee was engaged in the business of warehousing, handling and transport 
business. 

 Assessee claimed that income from letting out of godown and building was 
business income but AO assessed it as income from HP. 

2. Issues 
involved 

 Under what head of income should income from letting out of godowns and 
provision of warehousing services be taxed? 

3. Provision  Section 22 of the Act states that income from property to be taxed under the 
head of income from house property, if house property is not used for purpose 
of business and profession. 

4. Analysis  According to MOA object clause prescribes that main business of assessee was 
of warehousing, letting out of godown and providing facilities for storage of 
articles. 

 P&L A/C of assessee showed substantial part of expenses relate to storage and 
maintenance or user charges. 

5. Conclusion  HC held that it was warehousing business and therefore income would fall 
under the head of business and profession. 

25. Asian Hotels Ltd. (HC) 

1. Facts of the 
case 

 Assessee received interest free deposit for shops given on rent. 

 AO added interest to assessee’s income on notional income basis @18%  simple 
interest per annum as per provisions u/s 28(iv).  

2. Issues 
involved 

 Can notional interest – free deposit received by assessee in respect of a shop let 
out on rent be brought to tax as business income or income from house 
property? 

3. Provision  According to section 28(iv) of the act deals with the business income, brings to 
tax  the value of benefit or perquisite whether convertible into money or not. 

4. Analysis  HC observed that section 28(iv) can be considered in the case where the benefit 
is otherwise than by way of cash. 

 Section 21 deals with determination of expected rent of let out property. 
Deemed rent is sum which a property might fetch for let out. 

 AO has determined the monetary value of benefit in hands of assessee by 
adding a sum equal to 18% simple interest on deposit. Section 28(iv) is not 
applicable. 

5. Conclusion  HC held that the notional interest is neither assessable as business income nor 
as income from house property. 
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26. Vipin walia (HC) (VVIP**) 

1. Facts of the 
case 

 A notice was addressed to assessee u/s 148 on 27th March, 2015 for AY 2008-09. 
Notice returned unserved with remark addressee expired. 

 Later on 15th June 2015, AO issued in name of legal heir of assessee i.e., Vipin 
walia. 

 AO proceeded with with assessment u/s 147, which challenged by assessee on 
the grounds that is time barred. 

2. Issues 
involved 

 Would reassessment proceeding u/s 147 against legal heirs of deceased be valid 
if notice to assessee was sent within time limit and notice to legal heir was sent 
after the expiry to time limit. 

3. Provision  Time limit for issue for notice u/s 147 is stated u/s 149(1) which provides that 
time limit for issue of notice in case of escaped income of Rs. 1 lacs or more is 6 
years from end of relevant assessment year. 

4. Analysis  AO initiated the proceeding u/s 147 against deceased for AY 2008-09. 

 Time limit for issue of notice was 31.03.2015. 

 If department intended to proceed must have issued u/s 147 in name of lagal 
heir before 31.03.2015.   

5. Conclusion  HC held reassessment proceeding invalid as notice issued was time barred.   

27. Meghalaya Steels Ltd (SC) (VVIP) 

1. Facts of the 
case 

 Assessee claimed deduction under section 80-IB in respect of transport subsidy, 
interest subsidy and power subsidy received from the Government. 

 AO disallowed the deduction on the grounds that these subsidies have been 
received by government and not the business of the assessee. 

2. Issues 
involved 

 Would grant of transport subsidy, interest subsidy and power subsidy qualify for 
deduction u/s 80-IB. 

3. Provision  According to Section 80-IB profits and  gains  “derived”  from  the specified 
business shall be allowed as deduction if profits and gains are directly relatable to 
business of the assesse. 

4. Analysis  Apex court observed there should be direct nexus between such profits and gains 
and business. 

 The profits and gains referred to in section 80-IB has  reference  to  net profit, 
which can be calculated by deducting all elements of cost from the sale price of 
an article. 

5. Conclusion  SC held that transport subsidy, interest subsidy and power subsidy from 
government were revenue receipts which were reimbursed to the assessee for 
elements of cost.  

 Therefore these subsidies have direct nexus with the business. Hence these 
subsidies qualify for deduction u/s 80-IB. 
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28.  Queen’s Educational Society (SC) (VVIP) 

1. Facts of the 
case 

 Assessee, an educational institution, showed a  net surplus of 6.59 lakhs and 7.83 
lakhs for the assessment years 2000-01 and 2001-02 respectively. 

 As sole objective of the assessee is to impart education so it claimed exemption 
u/s 10(23c)(iiiad). 

 AO rejected the claim of exemption on the ground that the assessee has made 
profits and society did not exist solely for educational purposes.   

2. Issues 
involved 

 Where an institution  engaged in imparting education incidentally  makes  profit, 
would it lead to result that it ceases to exist solely for educational purpose? 

3. Provision  Income u/s 10(23C)(iiiad) is exempted subjected to fulfillment of following 
conditions: 

i) Educational institution must solely exist for education purpose. 
ii) It is not for the purpose of profit. 
iii) aggregate annual receipts of  institution do not exceed 1 crore rupees. 

4. Analysis  Where primary activity of institution is educating persons the surplus if any does 
not lead to the conclusion that it ceases to exist solely  for  educational purpose. 

 The purpose of education should not be submerged by a profit making motive. 

 Merely because because parting education results in making profits, cannot 
conclude that activity is carried for profit.   

5. Conclusion  The Apex Court held that the assesse was engaged  in imparting education and the 
profit was only incidental  to the  main object of spreading education. Hence, it can 
claim exemption. 

29. Shree Govindbhai Jethalal Nathavani Charitable Trust (HC) asked in 
May 18 

1. Facts of the 
case 

 An  application was filed by assessee trust for  grant  of approval u/s 80G. 

 The main objects of trusts are  educational, social  activities, etc. 

 For verification of facts trust was asked to produce the books, in which it was 
found that trust had not applied 85% of the income. Therefore, commissioner 
rejected the application of assessee for approval u/s 80G(5). 

2. Issues 
involved 

 Can the commissioner reject an application for grant of approval u/s 80G(5) on 
the grounds that trust has failed to apply 85% of its income for charitable 
purpose? 

3. Provision i) As per Section 80G(5)(i) donation to any institution  or fund would qualify for 
deduction only if: It is  established  in India for a charitable purpose  

ii) Derives such income which would not  be included in its total income u/s 11 and 
12 or  10(23). 

4. Analysis  HC in reference to case N.N. Desai charitable trust observed that authority while 
considering application cannot make detailed equiry. 

 There exist 2 different concepts: 
i)  Whether establishment of institution is for charitable purpose, to be determined 

on the basis of its status or character . 
ii) Assessment of income, to be done in future after donation has been received by 

done. 



PROF. AMIT RAJPUROHIT  Mob. No. -: +91-9022413471 
(Faculty of WIRC of ICAI)  Rajpurohit.rp@gmail.com 

18 

For Updates, Case Laws & Amendments Videos Like FB Page and Subscribe You Tube Channel: 

Prof.AmitRajpurohitDT 

 The scope of enquiry cannot include an enquiry that whether, at the close of the 
previous year, the donee-trust will actually be  able  to  apply 85% of its income 
because non-fulfillment of some conditions by the donee-trust as regards 
application or accumulation cannot be  ascertained when the donation is made. 

5. Conclusion  HC set aside the order passed by commissioner of refusing the grant of 
registration. 

30. St. Peter’s Educational Society (SC) (VVIP) 

1. Facts of the 
case 

 CIT rejected the claim of exemption u/s 10(23C)vi on the ground that the society 
did not exist solely for educational purposes. CIT claimed that it provides  coaching 
courses on the behalf of industry, trade and commercial organizations and even 
provides services as regards to general public utility. 

2. Issues 
involved 

 Whether education/training includes specialized fields like communication,   
advertising etc. and awarding diplomas or certificates constitute an “educational 
purpose” for granting exemption u/s 10(23C)(vi)? 

3. Provision  Income u/s 10(23C)(iiiad) is exempted subjected to fulfillment of following 
conditions: 

 Educational institution must solely exist for education purpose. 

 It is not for the purpose of profit. 

  aggregate annual receipts of  institution do not exceed 1 crore rupees. 

4. Analysis  Institutions engaged in providing specialized training does not require to impart 
education in formalized manner as specialized training in certain fields and 
awarding certificates are eligible for exemption u/s 10(23C)(vi).  

 The purpose of education should not be submerged by a profit making motive. 

 Merely because because parting education results in making profits, cannot 
conclude that activity is carried for profit. 

5. Conclusion  The Apex Court set aside the order passed by CIT of refusing exemption u/s 
10(23C)(vi) on grounds that  institution is established for the sole purpose of 
imparting education in a specialized field. 

31. Trans Asian Shipping Services Pvt. Ltd. (SC) (VVIP****) 

1. Issues 
involved 

 Can income derived by an Indian shipping Co. from slot charter arrangement in 
other ship be computed applying the special provisions under chapter XII-G of 
the Act, relating to Tonnage Tax Scheme, if assessee does not holds a valid 
certificate in respect of such other ships indicating? 

2. Provision  Section 115VG(4) defined tonnage as follows as: 

i) The tonnage of a ship indicating in the certificate. 

ii) The deemed tonnage. Which means: 

a) An arrangement of purchase of slots 

b) Slot charter and an arrangement of sharing of break-bulk vessel. 

3. Analysis  For tonnage of a ship, a valid certificate is to be produced. 

 Where slot charter arrangements are concerned, purchase of such slot charter 
shall be considered as deemed tonnage. 

 The requirement of producing a certificate would not apply when entire ship is 
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not chartered and the arrangement pertains only to purchase of slots or sharing a 
big bulk vessel. 

4. Conclusion  SC held that there is no requirement of producing a certificate when entire ship 
is not chartered and the arrangement pertains only to purchase of slot, slot 
charter etc.  

 Income from slot charter arrangement in other ships can be computed applying 
the special provisions under Chapter XII-G 

32. UCO Bank (HC) 

1. Facts of the 
case 

 Assessee bank accepted accepted FD of certain sum in name of Register General 
of HC and issued a receipt as per the directions of court. 

 Assessee had not deducted TDS on interest accrued on FD for which ACIT issued 
a SCN to assesee to which it replied that TDS was not deducted because court 
was custodian and actual beneficiary was unknown. 

 ACIT passed an order treating assessee as assessee in default and raised 
demand u/s 201(1) & 201(1A) & initiated penalty u/s 271C. 

2. Issues 
involved 

 Is section 194A applicable in respect of interest on Fixed deposits in the name of 
Registrar General of HC? 

3. Provision  TDS u/s 194A shall be deducted on interest other than interest on securities by 
any person (excluding individual & HUF) at the time of credit or payment to a 
resident payee. 

4. Analysis  The bank is obliged to deduct TDS for any credit or payment of interest on 
deposits made with it. 

 In above mentioned case actual payee is not ascertainable. Court is neither 
recipient of the amount nor interest is accruing to it. 

5. Conclusion  HC set aside the orders passed by the tax authorities & held that in case of FDR’s 
made in name of court, the provision for deduction of tax shall be ineffective. 

33.  Manipal Health System (P) Ltd. (HC) (VVIP) 

1. Facts of the 
case 

 The assessee- Company is engaged in providing health services. A survey was 
held u/s 133A to ascertain TDS compliance of assessee. 

 AO found that co. has deducted TDS u/s 194 J. According to him as there existed 
employer-employee relationship it must be deducted u/s 192. 

 AO computed the liability u/s 201(1) & 201(1A) for short deduction of TDS. 

2. Issues 
involved 

 Where remuneration paid  to the doctors is variable based on the number of 
patients and treatment given to them, then would the liability to deduct tax at 
source arise u/s 192 or u/s 194J? 

3. Provision  TDS u/s 192 would be deducted on remuneration where employer employee 
relationship exists. 

 TDS u/s 194J requires to be deducted on fees  paid  for  professional and technical 
services. 

4. Analysis  HC observed whether it is in form of “contract of service”/“contract for service”. 

 Terms of contract included – The remuneration paid to  the doctors depends on 
the number of patients and treatment given to them, Fixed timing of doctors & 
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non pursuance of private practice etc 

 Doctors have filed their ITR’s for relevant AY showing income as professional 
fees which was accepted by department. 

5. Conclusion  HC held that consultancy charges paid to doctors rendering to professional fees 
would subject to TDS u/s 194J. 

34. Avenue Super Chits (P) Ltd (HC) (VVIP) 

1. Facts of the 
case 

 Assessee co. was engaged in the business of chit fund. It paid amount to its 
subscribers who had participated in its chit schemes. 

 The unsuccessful members would earn dividend. 

 Revenue contended amount paid as dividend is interest and must be liable for 
tax deduction u/s 194A. 

2. Issues 
involved 

 Whether chit dividend paid to subscribers of chit fund is in the nature of interest 
in terms of section 2(28A) to attract deduction of tax at source u/s 194A? 

3. Provision  Person paying interest to a resident, other than income by way of interest on 
securities, shall deduct income-tax u/s 194A. 

4. Analysis  HC referred to the decision under case of Sahib Chits in which it was decided 
that dividend cannot be treated as interest and section 194A has no applicability 
to such chit. 

5. Conclusion  The HC held that chit dividend paid  to the  subscriber of  Chit is not ‘interest’ 
hence cannot be subject to TDS u/s 194A. 

35. Kotak Securities Ltd. (SC) (VVIP) 

1. Facts of the 
case 

 Assessee made the payment to the Stock Exchanges by way of transaction 
charges in respect of fully automated online trading facility and other facilities. 

 Revenue contended that TDS must be deducted u/s 194J considering such 
charges as fees for technical services.   

2. Issues 
involved 

 Would transaction charges paid by the members of the stock exchange for 
availing fully automated online  trading facility, being a facility provided by the 
stock exchange to all its members, constitute fees for technical services to 
attract the provisions of tax deduction at source under section 194J? 

3. Provision  Provisions regarding TDS u/s 194J are attracted in respect of payment of fees for 
technical services, if the amount of fees exceeds Rs.30000 in the relevant FY. 

4. Analysis  Apex court observed that no special or exclusive services were rendered to the 
assessee by BSE. Serives rendered were available to all the members. 

 The transaction charges paid to BSE by its members are not for technical services 
but are in the nature of payments made for facilities provided by the stock 
exchange. 

5. Conclusion  SC held that services provided by BSE failed to satisfy the test of specialized, 
exclusive and individual requirement of user. Therefore, it would not attract the 
provisions of TDS u/s 194J. 
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36. Ajmer Vidyut Vitran Nigam Ltd (AAR) 

1. Facts of the 
case 

 The  applicant  is a government company engaged in the business of distribution 
& supply of electricity which is been produced by generating company, other 
entity. 

 Applicant has to make payment of transmission, wheeling and SDLC charges. 

 Applicant contended that above mentioned charges were not in the nature of 
fees for technical services to attract provisions of TDS u/s 194J. 

 Revenue contended that services require involvement of technical system, 
technical support and technical staff so they are in nature of fees for technical 
services. Therefore, it must attract provisions of 194J 

2. Issues 
involved 

 Can Transmission, wheeling & SDLC charges paid by a company engaged in 
distribution and supply of electricity, under a service contract, to the 
transmission company be treated as fees for technical services so as to attract 
TDS provisions under section 194J or 194C? 

3. Provision  Fees for technical services u/s 9(1)(vii) means consideration for rendering of any 
managerial, technical and consultancy services. 

4. Analysis  AAR did not agree with the applicant’s contention regarding transmission and 
wheeling charges. As according AAR these charges involved technical services for 
maintaining proper and regular transmission of electrical energy. 

  AAR was not agreed on applicants argument regarding non applicability of 
trained and technical staff. 

5. Conclusion  AAR held that transmission and wheeling charges paid by the applicant was in 
form of technical services hence shall attract TDS provisions of section 194J. 

 SDLC charges paid are more supervisory charge so where not in nature of fees 
for technical services. Therefore, shall not attract provisions u/s 194J or 194C. 

37. Smt. A. Kowsalya Bai (HC) 

1. Facts of the 
case 

 The assessee had income below basic exemption limit and was not holding PAN.  

 It earned interest on bank deposits. For Claiming exemption from deduction of 
tax, it requied to furnish PAN in the bank despite of filing form 15G  u/s 197A 
otherwise tax would be deducted at higher rate u/s 206AA 

2. Issues 
involved 

 Is a person having income below basic exemption limit required to furnish his PAN 
to the deductor as per the provisions of sec 206AA even though he is not required 
to hold PAN as per the provisions of sec 139A? 

3. Provision  According to the provisions of section 139A, a person whose total income does 
not exceed basic exemption limit is not required to apply to the Assessing Officer 
for the allotment of PAN. 

 In order to claim exemtion from provisions of TDS u/s 206AA, assessee is 
required to furnish PAN to deductor despite of filing form 15G u/s 197A. 

4. Analysis  Provisions of 139A are contradictory to section 197A as assessee having income 
below basic exemption limit is not required to furnish PAN whereas declaration 
submitted by such assessee in bank is not acceptable. 

5. Conclusion  HC held that it may not be necessary for such persons whose income is below 
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basic exemption limit obtain PAN and  in view of the specific provision of section 
139A; section 206AA is not applicable to such persons. 

38. Mehak Finvest (P) Ltd. (HC) (VVIP) 

1. Facts of the 
case 

 During the reassessment proceedings, the AO made additions on the grounds 

which were different from the original reason for which reassessment Proceedings 

were initiated. 
2. Issues 
involved 

 Whether additions can be made in reassessment when the original reasons on 
the basis of which the notice u/s 148 was issued did not survive? 

3. Provision  According to Explanation 3 to Sec. 147, the A.O can assess or reassess such 
additional income even if reasons for such issue haven’t been recorded in the 
notice issued u/s. 148. 

 According to section 147 A.O must have  reasons  to  believe that the income has 
escaped assessment for pursuing reassessment. 

4. Analysis  If original assessment u/s.147 is  valid then  reassessment of  proceedings even on a 
different ground is also valid. 

5. Conclusion  The HC held that even though no addition is made on the original grounds which 
formed the basis of initiation of reassessment proceedings, AO is empowered to 
do the same considering the grounds must be valid. 

39. Govindaraju (HC) (VVIP) 

1. Facts of the 
case 

 An individual assessee earned income from HP, transport business, CG and other 
sources and agricultural income. 

 Assessee converted agricultural land into non-agricultural and sold it, while 
calculating indexation benefit date upto sale was considered rather than date 
upto conversion for which AO issued notice u/s 148. 

  AO disallowed 50% of expenditure on transfer and reduced the FMV adopted by 
assessee. 

2. Issues 
involved 

 Whether the reassessment based on fresh grounds would be valid when original 
reason which promoted the reassessment, does not survive. 

3. Provision  According to Explanation 3 to Sec. 147, the A.O can assess or reassess such 
additional income even if reasons for such issue haven’t been recorded in the 
notice issued u/s. 148. 

 According to section 147 A.O must have reasons to believe that the income has 
escaped assessment for pursuing reassessment. 

4. Analysis  Notice must be valid for valid proceeding. Once proceedings have been initiated 
based on  valid notice,  AO can assess all the income which comes under his notice 
during the assessment u/s 148.  

5. Conclusion  HC held that once is notice is found valid AO may do reassessment in respect of 
any item of income escaping assessment even if notice u/s 148 does not survive. 
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40. Ranbaxy (HC) (VVIP) 

1. Facts of the 
case 

 After acceptance of return of income AO initiated reassessment u/s 147 & 
issued notice u/s 148. 

 AO did not make additions on account of items mentioned in the notice. He made 
additions on issues which were not the original reasons to believe u/s 147.   

2. Issues 
involved 

 Can the AO reassess the issues other than the issues for which proceedings were 
initiated u/s 147 when the original “reasons to believe” on the basis of which the 
notice was issued does not survive?  

3. Provision  According to Explanation 3 to Sec. 147, the A.O can assess or reassess such 
additional income even if reasons for such issue haven’t been recorded in the 
notice issued u/s. 148. 

 According to section 147 A.O must have reasons to believe that the income has 
escaped assessment for pursuing reassessment 

4. Analysis  The assessment or reassessment must be in respect of the income, for which the 
AO has a reason to believe that it has escaped assessment and  

 For any other income which comes to his notice subsequently during the course of 
the proceedings as having escaped assessment but fresh notice u/s 148 is 
mandatory. 

5. Conclusion  HC held order of AO as invalid. 

41.  P.P. Engineering Works (HC) 

1. Facts of the 
case 

 The Tribunal gave a finding that the cash credit u/s 68 was assessable in a 
different assessment year say A.Y. 2000-01 than the assessment year in respect 
of which it heard the appeal say A.Y. 2001-02 

 This encouraged AO for reopening of proceeding for AY 2000-01. 

2. Issues 
involved 

 Does the findings or direction in an appellate order that income relates to a 
different A.Y. empower re-opening of assessment for that A.Y. irrespective of the  
expiry of the 6 years time limit? 

3. Provision  As per Section 149(1) the time  limit for issuance  of  notice u/s 148 is six years from 
the end of the relevant assessment year, where the income chargeable to tax which 
has escaped assessment amounts to Rs. 1 lakh or more for that year and 

 Section 150 has the overrides the time limitation specifies u/s149. 

 As per Explanation 2 to section 153 where by any appellate/revisionary order, any 
income is excluded from total income  of the assessee for an A.Y., then assessment 
of such income for another A.Y. shall for the purpose of section  150 and 153 be  
deemed to be  one  made in consequence of or to give effect to any finding or 
direction contained in the said order. 

4. Analysis  Section 150 shall override the time limit specified by HC. As there were credit 
entries earlier AY, AO reopened the assessment of earlier year and passed an 
order. 

5. Conclusion  The HC held that according to section 150 with Explanation  2 to sec 153, the said 
order passed was not time barred by limitation. 
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42.Hemant Kumar Sindhi & Another (HC) Asked in May 2018 

1. Facts of the 
case 

 An  application was made u/s  132 by an assessee to the AO for sale of gold bars 
seized during search and adjustment of tax liability  on undisclosed income 
surrendered during search. 

  The AO rejected the application of the assessee  on  the  ground that recovery 
can be initiated after completion of asessment and crystallization of tax demand. 

2. Issues 
involved 

 Can the assessee’s application, for adjustment of  tax  liability on income 
surrendered during search by sale of seized gold bars, be entertained where 
assessment has not been completed? 

3. Provision  As per section 132B(1)(i) application of asset  seized  u/s 132 or requisitioned u/s 
132A towards meeting up of any existing tax liability under this Act, and the 
amount of liability  shall be determined on completion of assessment u/s 153A. 

4. Analysis  HC observed that until assessment is complete liability cannot be presumed to 
be determined. 

5. Conclusion  AO is justified as liability can be determined on completion of assessment and 
following it demand can be raised and recovery can be made. 

43. Lark Chemicals Ltd. (HC) / 35. I C I C I  B a n k  l t d . (HC) (VVIP) 

1. Facts of the 
case 

 Return of income of assessee was processed u/s 143.  

 It was reopened for reassessment and notice was issued u/s 148 in June 2006. 

 Jurisdiction was applied by invoking section 263. The subject matter of revision, 
was not related to any of the issues dealt with in the reassessment. 

2. Issues 
involved 

 Whether the time limit u/s 263 is to be reckoned  with reference to the date of 
assessment order or the date of reassessment order, where the revision is in 
relation to an  item which was not the subject of reassessment? 

3. Provision  The PCIT/CIT  can invoke  revisionary  powers u/s 263 to rectify the orders passed 
by the  AO which are  erroneous  and prejudicial to the interest of the Revenue. 

 According to section 263 time limit for revision is two years from the end of the 
financial year in which the order sought to be revised was passed. 

4. Analysis  Issues which are not subject matter of reassessment, time limit u/s 263 shall be 
from the date of original assessment order. 

 As reassessment order does not contain issues cover by original assessment 
order, assessment order shall not be merged with reassessment order. 

 Where the revision is to be done in  relation  to those  issues dealt  with in the 
reassessment proceedings, then, it would not be barred by limitation. 

5. Conclusion  The HC held that the jurisdiction of CIT u/s 263 could not be assumed on the 
issues which were not the subject matter of issues included in the order of 
reassessment but were part of the original assessment, for which the period of 
limitation expired long ago.   

44. Fortaleza Developers (HC) 

1. Facts of the 
case 

 Assessee is an AOP which housing project and claimed deduction u/s 80-IB. 

 Ao completed the assessment u/s 143(3) and disallowed full claim of deduction. 
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 Assessee filed appeal before CIT (A) who held that  the assesse had fulfilled all the 
conditions u/s 80-IB (10) and directed the AO to allow the deduction. 

 Order of CIT (A) was challenged before the Tribunal by the Revenue meanwhile CIT 
issued a notice u/s 263 seeking assesee to show cause that  why the assessment 
order should not be set aside on the ground that excess deduction u/s 80-IB (10) 
was granted  to the assessee. 

2. Issues 
involved 

 Can the CIT invoke revision u/s 263, when  the  subject  matter of revision has been 
decided by the CIT(A) and the same is pending before the Tribunal? 

3. Provision  According to section 263(1) when  the  order of  CIT(A) is complete and the appeal 
is pending before the Tribunal, CIT cannot invoke Section 263 for revision. 

4. Analysis  CIT cannot exercise its jurisdiction u/s 263 order was passed by CIT(A) which was 
pending before the Tribunal.  

 Further order passed by the AO got merged with the order of CIT (A) and the same 
could not  be  revised  by invoking  Section 263. 

5. Conclusion  HC held that the order passed by AO got merged with the orders of first 
appeallate authority. The same issue cannot be revised by invoking section 263. 

45. Subrata Roy (SC) (VVIP) 

1. Facts of the 
case 

 The assessee prayed before the HC to adjourn the case for a day since its senior 
counsel was not available. HC passed an adverse order later on which was 
recalled u/s 260A(7) on the ground that appellant could not argue. 

2. Issues 
involved 

 Can HC recall its order even if the order is not ex-parte? 

3. Provision  According to 260A(7) HC can recall its order and appeal shall be reheard when: 

i) An appeal is heard ex-parte & judgement is against the respondent. 

ii) Notice was not served 

iii) defendant was prevented by sufficient cause  from  appearing. 

4. Analysis  SC held that the order passed by the HC is not an ex -parte order since order is 
accompanied by the submissions of the counsel of the assessee. 

5. Conclusion  Apex Court held that the HC did not have the jurisdiction to recall the order 
passed by it previously. 

46.  Meghalaya Steels Ltd. (SC) (VVIP)  
1. Facts of the 
case 

 Assessee had filed the review petition before HC, divisional bench of HC 
recalled its entire decision for adjudication on grounds that law before hearing 
the appeal and the  parties  to the hearing were not given opportunity of being 
heard. 

2. Issues 
involved 

 Does HC have power to review its order passed under Income tax act, 1961. 

3. Provision  According to Section 260A(7) provisions of Civil Procedure Code(CPC) relating to 
HC appeals shall apply under which HC  can  review its order. 

4. Analysis  HC and SC can review its orders in order to to prevent miscarriage of justice or to 
correct grave errors committed by it. 

5. Conclusion  SC held that the HC have inherent power to review its own order as per Section 
260A. 
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47. Amitabh Bachchan (SC) (VVIP**) 

1. Facts of the 
case 

 Assessee filed a revised return & claimed cash exp. towards personal security. 

 As assessee was unable to substantiate the same AO treated it as unexplained 
expenditure u/s 69C. Assessee requested AO as expenses were not allowed 
revised return may be withdrawn. After request of assessee AO did not made 
any addition u/s 69C. 

 CIT issued SCN(show cause notice)u/s 263 on grounds that assessment order 
passed by AO was erroneous and prejudicial to the interests  of the Revenue 
further notice order included certain issues which were not mentioned at the time 
of serving SCN. 

2. Issues 
involved 

 Can order u/s 263 be passed in respect of issues not  recorded in the show cause 
notice issued by the CIT? 

3. Provision  As per section 263 if assessment order passed by AO is erroneous and 
prejudicial to the interests of the revenue PCIT/CIT may after giving reasonable 
opportunity of being heard and after making fresh enquiry may pass an order 
enhancing or modifying, or cancelling the assessment & directing a fresh asst. 

4. Analysis  SCN is not required to be issued u/s 263 opportunity of being heard is required to 
be given to the assessee before making the revision order 

 SC observed that there was no denial of opportunity of being heard & assessee had 
the opportunity to contest before CIT. Further it was observed that assessee had 
incurred cash expenses which he failed to explain & withdrew revised return. 

5. Conclusion  SC held that order passed by the AO was erroneous and prejudicial to the 
interests of the revenue and the action undertaken by CIT was  justified. 

 
48.Shankar Krishnan (HC) 

1. Facts of the 
case 

 Assessee, a salaried employee was provided with rent free accommodation by 
his employer company. 

 Employer paid security deposit for accommodation to land lord. 

 Assessee computed perquisite value on the basis of rent paid by his employer 
for his accommodation, whereas AO enhanced the value perquisite by adding 
notional interest on security deposit in it. 

2. Issues 
involved 

 Can notional interest on security deposit given to landlord by employer for rent 
free accommodation provided to employee be included in perquisite value? 

3. Provision  According to Rule 3 of the Income tax Rules, 1962, the perquisite value of the 
residential accommodation provided by employer shall be actual rent paid or payable 
by employer or 15% of salary less rent recovered from employee, if any.  

4. Analysis  Bombay High Court observed that the value of perquisites be computed as per 
Rule 3. 

 Rule 3 does not require addition of such notional interest. 
5. Conclusion  Court held that the perquisite value of the residential accommodation provided by 

employer shall be actual rent paid or payable by employer or 15% of salary. 
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49. Dharmpur Sugar Mill (P) Ltd. (HC) 

1. Facts of the 
case 

 Assessee was engaged in manufacture and sale of sugar, chemicals and power. 

 It paid certain sum to UPPCL for construction of transmission lines and other 
supporting work for selling power to UPPCL, its only customer. 

 Entire expenditure for erection and installation of power transmission lines, 
towers and ancillaries to be done by assessee under supervision of UPPCL. 

 Agreement provides towers and erection would be property of UPPCL. 

 Assessee claimed entire expenditure as deduction u/s 37(1), which was 
disallowed by AO.   

2. Issues 
involved 

 Is expenditure incurred for construction of transmission lines by assessee for 
supply of power to UPPCL by the assessee deductible as revenue expenditure? 

3. Provision 
 
 
 

 According to section 37(1) capital expenditures do not qualify for deduction. 
Capital expenditures are expenditures that are done to: 

 Bring into existence a new asset or 

 To obtain new advantage of enduring nature 

4. Analysis  The HC made reference to Empire Jute Co. Ltd, where SC considered the nature 
of the advantage in commercial sense. 

 SC held that where the advantage is in capital field it must be disallowed and 
where advantage consider mere facilitation of trading operations and 
conducting of business, the expenditure would be on revenue account.   

5. Conclusion  Following the decision laid by the Apex court, HC held that expenditure incurred 
on transmission lines by assessee was for smooth functioning of business. 

 Hence was clearly on revenue account. 

50. CIT v. Neelavati & Others (HC) 

1. Facts of the 
case 

 Assessee was running cinema theatres. 

 Assessee claimed deduction of sum paid to local police and local gundas for 
maintenance of the theatres. AO disallowed the claim. 

2. Issues 
involved 

 Can payment to police personnel and gundas to keep away from theatres run 
by assessee be allowed as deduction? 

3. Provision 
 

 According to provisions of Income Tax Act 1961 any expenditure incurred by an 
assessee for any purpose which is an offence or prohibited by law shall not be 
considered as an expenditure done for business and profession. 

  Therefore, shall not be allowable as deduction. 

4. Analysis  HC observed that if payment is made for security of business shall be allowed as 
deduction. 

 Payment made to police as bribe and payment made to gundas are illegal 
payments which cannot be allowed as deduction. 

5. Conclusion  HC held that in instant case, payment has been made to police and gundas to 
keep them away from business premises tantamount to illegal expenditure & 
hence, not allowed as deduction. 
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51. Fibre Boards (P) Ltd. (SC) (VVIP****) 

1. Facts of the 
case 

 Assessee had an industrial undertaking in Thane, a notified urban area.  

 Assessee shifted its undertaking from an urban area to a non-urban area, sold 
its land, building and plant and building situated at Thane. 

 Out of the capital gains it paid the advances for purchase of land, plant and 
machinery, construction of factory and building. 

 AO refused to grant exemption u/s 54G on the grounds that giving advances did 
not amount to utilization of CG for acquiring the assets. 

2. Issues 
involved 

 Can advance given for purchase of land, building, plant and machinery 
tantamount to utilization of capital gain for purchase and acquisition of new 
machinery or plant and building or land, for claim of exemption u/s 54G. 

3. Provision  As per condition stated u/s 54G that amount of capital gain should be utilized 
for purchase and acquisition of new Plant and machinery, land, building. 

4. Analysis  SC observed that entire amount of CG was utilized by the assessee by way of 
advance for acquisition of land, plant and machinery. 

5. Conclusion  SC held that as requirement of section 54G was fulfilled by giving amount of CG 
as advance, assessee was entitled to claim exemption u/s 54G. 

52. CIT v. Govindbhai Mamaiya (SC) (VVIP) 

1. Facts of the 
case 

 Three brothers inherited a property after demise of their father. 

 A part of property i.e.; land was acquired by State Government and enhanced 
compensation was paid with interest. 

 Assessee offered income as ‘individual’ status whereas Revenue sought it in 
their status as ‘AOP’. 

2. Issues 
involved 

 Status in which capital gain arising on transfer of property would be assessed? 

3. Provision  According to provisions of act Association of persons means an association in 
which two or more person join in a common purpose or common action. 

 It is a voluntary association. 

4. Analysis  Apex court referred to the case of Meera and Co.& G. Murugesan and Bros. 

 The property in question came to assessees possession by operation of law. 

 It is not the voluntary association of parties and further income earned is not 
due to business venture.  

5. Conclusion  SC held that the income from asset inherited by the legal heirs is taxable in their 
individual hands and not in status of AOP. 

53. CIT v. Govind Nagar Sugar Ltd. (HC) 

1. Issues 
involved 

 Can unabsorbed depreciation be allowed to be carried forward in case ITR not 
filed within the due date? 

2. Provision  According to section 32(2), the unabsorbed depreciation becomes part of next 
year’s depreciation allowance and is allowed to set off as per provisions of act, 
irrespective whether ITR of earlier year filed within due date or not . 
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3. Analysis  As per HC observations the provisions of section 80 and 139(3), requiring the 
ITR to be filed within due date applies for carry forward of business loss and not 
for c/f of unabsorbed depreciation. 

4. Conclusion  HC held that unabsorbed depreciation shall be allowed to c/f in subsequent 
year even if ITR of PY was not filed within due date.  

54. Hemant Traders. (HC) 

1.Facts of the 
case 

 Assessee is partnership firm, a registered as commission agent of the onion 
potato market. 

 Firm filed its ROI along with audit report, audited B/S and P&L A/C for the year 
ended 31/03/2010.  

 Survey u/s 133A was carried out at business premises of assessee, in which no 
discrepancies were found in books of accounts for AY 2010-11. 

 Later assessee was issues notice u/s 148. Assessee challenged the same on basis 
of reasoning that no satisfaction was recorded of income escaping assessment 
in survey report or other material. 

2. Issues 
involved 

 Can notice u/s 148 be issued merely on the ground that survey u/s 133A was 
carried on business premises of assessee, where nothing has been found as 
regards to income escaping assessment for the said AY ? 

3. Provision 
 

 According to section 147, whenever AO has a reason to believe that income 
chargeable to tax has escaped assessment for any AY, he may issue notice u/s 
148. 

 According to section 148 reasons must be recorded in writing. 

4. Analysis  HC observed that neither the survey report nor any other material indicated 
escapement of income chargeable to tax for relevant A.Y. 

 AO had nothing to record his belief that escapement of income had taken place. 

 Merely survey cannot be ground for reopening of assessment without valid 
evidence at the time of issue of notice.  

5. Conclusion  HC held that in absence of evidence indicating income escapement of income 
for relevant AY, issue of notice u/s 148 is not valid. Hence proceeding u/s 148 
are nullified at the threshold. 

55. Godrej Industries Ltd. (HC) 

1. Facts of the 
case 

 Assessee Co. filed its ROI for AY 2000-01.  

 Reassessment was initiated on & notice was issued u/s 148 on the date on 
which issue was debatable. Later on retrospective amendment was brought. 

 Assessee challenged the notice by way of writ claiming that on the date of issue 
of notice issue was debatable, thus reopening on the basis of amendment was 
invalid.  

2. Issues 
involved 

 Will the subsequent amendment of law with retrospective effect validate the 
reassessment notice issued on a different ground before retrospective 
amendment was made?  

3. Provision  No law or judgement existed on the above sated issue before this case. 

4. Analysis  HC held that the position of law on the date of issue of notice u/s 148 must be 
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looked into. 

 The retrospective amendment subsequent to issue of notice cannot validate the 
notice issued earlier. 

 As on the date of issue notice was invalid, therefore even after retrospective 
amendment proceeding would not become valid.  

5. Conclusion  Reopening the assessment cannot get validated by the retrospective 
amendment of law. 

56.  Amarnath Agarwal. (HC) Asked in May 2018 

1. Facts of the 
case 

 Assessee applied for conversion of lease hold land to free hold under policy of 
SG in 1997 and sale deed was executed. 

 Assessee sold the part of same land on 25th March 98 and considered gain on it 
as LTCG. 

 Revenue resorted it as STCG under the reassessment proceeding after the 
expiry of 4 years from relevant AY on grounds that lease hold period must be 
excluded for the purpose of calculation of gains. 

2. Issues 
involved 

 Is recording of satisfaction and quantification of escaped income a pre-
condition for issuing notice under section 148 after 4 years from the end of 
relevant AY.  

3. Provision  Three distinct conditions must be satisfied for issue of notice u/s 48 after 4 
years: 

1. Escapement of income amounts to or likely to amount to1 lakh or more 

2. Reasons must be recorded in writing 

3. Prior approval of CIT/CCIT. 

4. Analysis  It is essential for AO to state in his reasons that escaped income is likely to be 1 
lakh or more.  

 No such reasons were recorded, so that Chief commissioner or commissioner 
may record intimation u/s 151, intimation of reassessment proceeding after 4 
years was time barred.  

 No quantification of income was done.  

 Moreover HC observed that property was held for more than 3 years & 
conversion being improvement has no impact on taxability. 

5. Conclusion  HC held that the issue of notice u/s 148 after the 4 year time period was no 
valid. 

57. Indus Towers Ltd. (HC) 

1. Facts of the 
case 

 Assessee owned a network of telecom towers and infrastructure which were let 
out to major telecom operators. 

 Assessee claimed lower tax deduction u/s 194c at .05%, whereas AO issued 
certificate u/s 197 claiming TDS must be deducted u/s 194-I at rate of 2.5%. 

2. Issues 
involved 

 Is payment made for use of passive infrastructure facility such as mobile towers 
subject to TDS u/s 194C or 194-I? 

3. Provision  As per section 194-I(a) Rent for lease/ sub lease/ Tenancy or any agreement or 
arrangement for the use of plant, machinery or equipment, tax shall be 
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deductible at the rate of 2%. 

4. Analysis  HC observed that intention of the parties was to use specialized equipment 
maintained by the assessee, dominantly includes the use of equipment plant or 
machinery. 

 Use of the premise was incidental. 

5. Conclusion  HC set aside contention of both assessee and revenue and laid down that 
underlying object of arrangement was the use passive structure i.e.; plant, 
machinery or equipment and use of premises being necessary for storing of 
equipment was incidental. 

 It directed that tax deducted be made at 2% u/s 194-I(a). 

58. CIT v. V.S Dempo & Co. P Ltd. (HC) (VVIP) 
1. Facts of the 
case 

 Assessee being a co. claimed demurrage charges paid to a foreign shipping co. 
on which tax was not deducted at source u/s 195. 

 AO disallowed the claim u/s 40(a)(i). 

2. Issues 
involved 

 Is tax required to be deducted u/s 195 on the demurrage charges paid to foreign 
shipping co. which was covered u/s 172? 

3. Provision  Section 172 of the Income Tax Act, 1961 has overriding effect over all other 
provisions of the Act, it provides for procedure of levy and recovery of tax in 
case of any ship belonging to or chartered by a non-resident which carries 
passengers, livestock, mail or goods shipped at any port in India. 

4. Analysis  HC observed the CBDT circular which states that there is no obligation to deduct 
tax at source in case where provision of section 172 applies. 

 Section 172 is a complete code. No obligation u/s 195 arises in respect of 
demurrage charged to such cos.  

5. Conclusion  HC held as section 172 is a dealing section in case shipping business of non-
residents, there would be no obligation on the payer assessee to deduct tax u/s 
195. 

59. CIT v. Priya Blue Industries (P) Ltd. (HC) 

1. Facts of the 
case 

 The assessee co. was enaged in ship breaking activity and it sold old and used 
plates, wood etc. 

 AO raised the demand for tax collected at source and interest on assessee as he 
observed that such items are nature of scrap. 

 Assessee claimed as such items are usable cannot be termed as scrap, so 
provisions of TCS are not applicable to him.  

2. Issues 
involved 

 Can items of finished products from ship breaking activity which are usable as 
such be treated as scrap to attract the provisions of TCS U/S 206C? 

3. Provision  According to the provisions of Income tax Act, waste and scrap must be from 
manufacture or mechanical working of material which is definitely not usable as 
such because of breaking, cutting up, wear and other reasons. 

4. Analysis  It was observed that assessee was engaged in ship breaking activity which 
constitute large amount of products. 

 As these items were usable as such, do not fall under definition of scrap. 

5. Conclusion  HC held that any material which is usable as such would not fall within the 
ambit of scrap as defined by explanation to section 206C.  
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60. ITC Hotels Ltd (HC) 

1. Issues 
involved 

 Expenditure incurred on issue and collection of convertible debentures to be 
treated as revenue expenditure or capital expenditure? 

2. Provision  According to section 37(1) capital expenditures do not qualify for deduction. 
Capital expenditures are expenditures that are done to: 

 Bring into existence a new asset or 

 To obtain new advantage of enduring nature 

3. Analysis  Expenditure on issue of debenture is not in the capital nature unlike issue of 
shares. 

 The HC held that the expenditure incurred on the issue and collection of 
debentures shall be treated as revenue expenditure even in case of convertible 
debentures. 

4. Conclusion  Expenditure incurred for issue and collection of convertible debentures shall be 
treated as revenue expenditure. 

 

61.CIT v. V.S. Dempo Company Ltd. (SC) Asked in May 2018 

1. Facts of the 
case 

 The assessee sold a depreciable asset and re-invested the capital gain in long 
term specified assets u/s 54EC and claimed exemption thereunder. 

2. Issues 
involved 

 In a case where a depreciable asset held for more than 36 months is 
transferred, can benefit of exemption u/s 54EC be claimed, if capital gain on 
such asset is reinvested in long term specified assets within specified time? 

3. Provision  According to provisions of the income tax act, for availing exemption u/s 54EC 
following conditions must be fulfilled: 

a) The asset transferred should be a long term capital asset. 

b) The assessee has within a period of 6 months after the date of such transfer 
has invested the capital gain in the long term specified asset. 

4. Analysis  HC referred the decision of Bombay High Court in case of CIT v. Ace builders Ltd., 
in which it was observed that 54EC does not make any distinction between 
depreciable and non-depreciable asset. 

 Section 54EC specifically states when capital gain arising on transfer of long term 
capital asset is invested in specified securities within prescribed time assessee shall 
be eligible for exemption. 

 Hence exemption u/s 54EC cannot be denied. 

5. Conclusion  SC agreed with the view of HC holding that since depreciable asset has been held 
for more than 36 months and capital gains reinvested in long term specified assets 
within specified period, exemption u/s 54EC cannot be denied. 

62. Shasun Chemicals & Drugs Ltd. (SC) 

1. Facts of the 
case 

 The assessee co. had dispute with employees union regarding bonus. It 
transferred amount of bonus to a trust. 

 Dispute was settled and bonus was paid to workers before the due date as per 
section 36. 
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 AO disallowed deduction u/s 36 stating that bonus was made from trust and not 
directly to employees. 

2. Issues 
involved 

 In a case where bonus due to employees is paid to trust and such amount is 
subsequently paid to employees before due date, would same be allowable as 
deduction u/s36(1)(ii) while computing business income. 

3. Provision 
 
 
 

 According to section 36(1)(ii) of income tax act, bonus or Commission paid to an 
employee is allowable as deduction if the amount payable to employees as 
bonus or commission has not been paid to them as profit or dividend. 

4. Analysis  SC observed that payment of bonus was ultimately made to employees before 
the due dates as specified by act. 

5. Conclusion  SC held that amount paid by way of bonus is an expenditure which is allowable 
as deduction u/s 36(1)(ii).  

 As There was no dispute regarding the payment of bonus to employees before 
due dates, such payment is eligible for deduction. 

 
 
 
 
 
 
 

Case laws asked for in May 18  exams: 
 

 Shree Govindbhai Jethalal Nathavani Charitable Trust (HC) 
 Hemant Kumar Sindhi & Another (HC) 
 CIT v. V.S. Dempo Company Ltd. (SC) 
 Amarnath Agarwal. (HC) 

 
 
               Case laws asked for in Nov.17  exams: 

 ITC Ltd. vs CIT 
 CIT vs Kribhco 
 CIT vs Vir Vikram Vaid 
 CIT vs Society for Promotion of Education 
 Allanasons vs Dy. CIT 
 CIT vs Bhagat construction Co. (P) Ltd. 

 

Case laws removed from ICAI Case Law Book 

S. No. Name 

1. 
Joseph George and Co. (Ker.) 

2. 
B. Raveendran Pillai (Ker.) 
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ALL THE BEST FUTURE CA’s  

3. 
Controls & Switchgear Contractors Ltd. (2014) (Del.) 

4. 
J.K. Synthetics Ltd. (All.) 

5. 
PVS Raju (AP) 

6. 
CIT vs Chiranjeevi Wind Energy Ltd. (Mad.) 

7. 
Peterplast Synthetics P Ltd (2014) (Guj) 

8. 
Deepak Kumar Garg (2010) (SC) 

9. 
Nayan Builders (2014) (Bom.) 

10. 
MAK Data P Ltd. (2013) (SC) 

11. 
CIT vs Reliance Petroproducts (2010) (HC) 

12. 
CIT vs Indersons Leather P Ltd. (P & H) 

13. 
CIT vs Amit Jain (2013) (Del.) 

14. 
CIT vs Celetronix Power India P Ltd. (Bom.) 

15. 
CIT vs Japan Airlines Co. Ltd. (2010) (Del.) 

16. 
CIT vs Mother Dairy India Ltd. (2013) (Del.) 

17. 
Uttar Pradesh Carbon &  chemicals Ltd. (2014) (All.) 


