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1. No Sec. 263 Revision if Sec. 153A Order Was 

Passed After Obtaining Prior Approval of JCIT 

In the instant case1, the assessee, a company 

engaged in the real estate business, filed the return 

of income, declaring the total income of rupees 

‘NIL’ for the relevant assessment year. The 

Assessing Officer (AO) completed the assessment 

under Section 143(3), read with Section 153A, 

accepting the return of income of the assessee for 

the relevant assessment year. 

Subsequently, the Principal Commissioner of 

Income Tax (PCIT) observed that the AO did not 

disallow the cash payment made by the assessee 

for the purchase of the land under section 40A(3) of 

the Act. Contending the assessment order to be 

erroneous and prejudicial to the interest of the 

Revenue, PCIT initiated revisionary proceedings 

against the assessee. 

On appeal, the Tribunal quashed the revisionary 

order passed by the PCIT. Aggrieved by the order, 

an appeal was filed to the Madhya Pradesh High 

Court. 

The High Court held that the PCIT can exercise the 

power under Section 263 of the Act, provided the 

conditions mentioned in the section are satisfied. 

The section empowers the PCIT to revise the order 

of the AO if he considers that any order passed 

therein by the AO is erroneous in so far as it is 

prejudicial to the interests of the Revenue. 

Further, as per Section 263 of the Act, the Principal 

Commissioner or Commissioner may call for and 

examine the record of any proceeding under the 

Act. If he considers any order passed therein by the 

AO is erroneous in so far as it is prejudicial to the 

interests of the Revenue, he may enquire and pass 

such order as he deems fit. Therefore, the power to 

                                       
1  PCIT v. Prakhar Developers (P.) Ltd. [2024] (High 
Court of Madhya Pradesh)  

revise the order is not only limited to the order 

passed by the AO with the approval of the PCIT. 

In the instant case, the PCIT initiated the revisionary 

proceedings against the assessee for not disallowing 

cash payment made by the assessee to purchase 

the land. The PCIT contended that the assessee 

made cash payment for the purchase of the land in 

violation of section 40A(3). Thus, there was a 

prejudice to the interest of the Revenue. 

However, the PCIT cannot revise the AO’s order if 

the AO has already exercised his power and passed 

the order with the approval of the PCIT. The AO 

passed the order under Section 143(3) read with 

Section 153A after obtaining prior approval from 

the Assistant Commissioner under Section 153D of 

the Act. 

Accordingly, the PCIT has no jurisdiction to revise 

the order of the AO. 

 

2. Rectification Order Disallowing Carry 

Forward of Loss Without Granting Hearing 

Opportunity to Assessee is Invalid 

 

In the instant case2, the petitioner filed a writ 

petition before the High Court challenging the order 

passed under section 154. The brief facts of the 

case are that a scheme of amalgamation between 

Apollo Bangalore Cradle Limited and Apollo 

Specialty Hospitals Private Limited was approved by 

the National Company Law Tribunal (NCLT). 

As a consequence of the amalgamation, Apollo 

Bangalore Cradle Limited was dissolved, and all 

assets, properties, rights, and liabilities to transfer 

were vested into Apollo Specialty Hospitals Private 

Limited. 

                                       
2 Apollo Speciality Hospitals (P.) Ltd. v. DCIT - [2024] 
(High Court of Telangana) 
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Apollo Bangalore Cradle Limited was a public 

company incorporated in 2011. The said company 

had filed its return for the Assessment Year 2016-17 

on 14.10.2016, declaring loss. The return of income 

was subject to scrutiny, and an order of assessment 

was passed, making disallowance and recomputing 

the total loss. The order of assessment was not 

further challenged, and the same attained finality. 

Later, the petitioner received an order of 

rectification under section 154 disallowing the 

carrying forward of the loss reflected in the 

Assessment Year 2016-17. The petitioner 

contended that the impugned order was passed 

without issuing any show cause notice and, 

therefore, liable to be quashed. 

 

The High Court held that the order was passed 

under section 154 disallowing the carrying forward 

of the loss reflected in the Assessment Year 2016-

17. By disallowing the carrying forward of the loss, 

the petitioner would be deprived and denied to 

carry forward the said loss of the previous year into 

the Books of Account of the next financial year. 

 

Thus, the said action on the part of the Assessing 

Officer (AO) had an adverse bearing and impact on 

the interest of the petitioner. Section 154(3) clearly 

envisages that in the event of effect of rectification 

resulting in an enhancement of assessment, 

reducing a refund, or increasing the liability of the 

assessee, it is incumbent upon AO to issue a notice 

to the assessee and grant reasonable opportunity of 

hearing before the order of rectification is passed. 

The said provision has to be read in a manner 

where it means that, in the event of any order 

which has a detrimental effect upon the assessee in 

those circumstances, firstly a notice and secondly a 

reasonable opportunity of hearing becomes 

mandatory. 

 

Since the petitioner would suffer a loss due to the 

disallowance of carrying forward of the loss, the 

Assessing Officer was required to issue notice and 

grant a reasonable hearing before passing the 

order. Therefore, the order passed under Section 

154 was in violation of the statutory provision of 

Section 154(3), and accordingly, the same was 

unsustainable. 

  

 

3. No Obligation to Pay Advance Tax if There is 

No Taxable Income ; Appeal Can’t Be Dismissed for 

Sec. 249(4) Non-compliance 

 

In the instant case3, the assessee made cash 

deposits during the demonetization period in his 

bank account. On enquiring by the Assessing Officer 

(AO), the assessee claimed that the cash deposits 

were sourced from his agricultural income from 33 

acres of agricultural land that remained under his 

self-cultivation. 

 

However, the assessee failed to substantiate his 

explanation regarding the source of the cash 

deposits based on supporting documentary 

evidence. Thus, the AO held the entire amount as 

the assessee’s unexplained money under section 

69A(1). 

 

Aggrieved by the order, the assessee preferred an 

appeal to the CIT(A). CIT(A) dismissed the appeal 

and held that the assessee failed to comply with the 

provisions of Section 249(4)(b) as he had not paid 

an amount equal to the amount of advance tax that 

was payable by him. 

Assessee filed the instant appeal before the 

Tribunal. 

 

The Tribunal held that as per section 249(4)(b), in a 

case where no return of income has been filed by 

the assessee, then his appeal shall be maintainable 

                                       
3
 Vishnusharan Chandravanshi vs. ITO - [2024] 

(Raipur-Trib.)   
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before the CIT(A) only if he had paid an amount 

equal to the amount of advance tax which was 

payable by him. At the same time, the Legislature 

had carved out an exception to the applicability of 

the aforesaid statutory requirement by way of a 

‘proviso’ to section 249(4). 

 

It is to be noted that the statutory requirement 

contemplated in clause (b) of sub-section (4) of 

section 249 would stand triggered only where any 

obligation was cast upon the assessee to pay 

‘advance tax’. In the present case, the assessee had 

not only before the Tribunal but also in the 

‘Statement of facts’ stated before the CIT(A) that he 

had no taxable income. 

 

Therefore, in the absence of any obligation cast 

upon the assessee to compute/pay ‘advance tax’ 

under sections 208 and 209 for the subject year, the 

CIT(A) could not have held that he had failed to 

comply with the statutory conditions contemplated 

in section 249(4)(b). 

 

 

4. AO Can’t Deny Sec. 11 Exemption on 

Notional Interest Income on Advance Given to 

Specified Person 

 

In the instant case4, the assessee was a charitable 

institution registered under sections 12A and 80G. 

During the relevant assessment year, the assessee 

made certain advances to a specified person for 

purchasing land without charging any interest. 

 

Assessing Officer (AO) treated the transaction as a 

violation of provisions of section 13(1)(c) and 

section 13(2)(a) and computed notional interest @ 

12% on such advances. Accordingly, he denied the 

                                       
4  Rastogi Education Society v. Income-tax Officer - 
[2024](Raipur-Trib.)  

exemption claimed under section 11 of the Act and 

made additions to the income of the assessee. 

On appeal, CIT(A) upheld the additions made by AO, 

and the matter reached the Raipur Tribunal. 

 

The Tribunal held that the AO treated the 

transaction as a violation of section 13(1)(c) and 

section 13(2)(a) and computed notional interest @ 

12% on such advances. Accordingly, he denied the 

exemption claimed under section 11 of the Act and 

made additions to the income of the assessee. 

However, it was an admitted fact that the 

transaction of purchase had been accepted by the 

department in the earlier years when the advance 

was actually provided, for which no disallowances 

were imposed either in the earlier AYs or in the 

relevant AY. 

 

Only a notional interest @ 12% was computed on 

the outstanding advance and added to the 

assessee’s income. The CIT(E) has specifically 

examined and characterized the impugned 

transactions pertaining to advances for land 

purchase as genuine transactions, thereby dropping 

the proceedings for withdrawal of the registration 

under section 12AA. 

 

Thus, the observations of AO were rendered 

arbitrary, without basis and bereft of any substance, 

especially when the transaction was authorized by 

CIT(E) as commercial in nature. Considering the 

overall circumstances of the case, since the 

advances extended to the specified person, 

pertaining to the purchase transaction, were 

accepted as a genuine business deal, no adverse 

inference was drawn, and the proceedings for 

cancellation of 12AA were dropped. The same 

cannot be treated as a transaction in violation of 

section 13(1)(c). 

 

Regarding adequate security and interest as 

mandated by the provisions of section 13(2)(a), 
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since the transaction pertains to the purchase of 

land on which the assessee proposed to conduct its 

educational activities, the same does not fall under 

the category of money lent to a specified person. 

The provisions of section 13(2)(a) thus cannot be 

triggered on such transactions. Thus, additions on 

account of notional interest were uncalled for, and 

the AO was directed to vacate the additions. 
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