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m Additions to income

Notice u/s 143(2) - SLP dismissed against order of High Court that where reopening
notice was issued against assessee on basis of information obtained from Investiga-
tion Wing that assessee had operated undeclared account with a bank located outside
India and carried out unaccounted transactions and made deposits in it, reopening
notice was justified - Pradeep Dayanand Kothari v. CIT (SC) 158

BUSINESS EXPENDITURE

= Year in which deductible

Year of allowability - Where assessee gave corporate guarantee for subsidiary’s dues,
and settlement with GMDC fixing liability at Rs. 3.50 crores was reached in prior year
and debited as provision in accounts, liability crystallized in previous year 1997-98
and was deductible as business expenditure in Assessment Year 1998-99 - Gujarat
Narmada Valley Fertilizers and Chemicals Ltd. v. Dy. CIT (Guj.) 170
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Scope of provision - Where assessee received credits by account-payee cheque from a
person with complete supporting documents and repayment from other represented
earlier unsecured loan from assessee, assessee satisfactorily discharged onus under
section 68, and additions sustained by authorities without due appreciation of evidence
were erroneous in law and facts - Agarwal Industries (P.) Ltd. v. DCIT (Telangana) 160

Reassessment - Where reassessment was initiated on unsecured loan transactions
already examined during original scrutiny and no new tangible material was found
by Assessing Officer, such initiation amounted to mere change of opinion and reas-
sessment notice was to be quashed - Mahendra Gumanmealji Lodha HUF v. Asstt. CIT
(Guj.) 202

Partners’ capital - Where assessee-firm credited a sum as partner’s capital contri-
bution, duly explained and reflected in partner’s accounts and balance-sheet, and
further, similar contributions by other partners were accepted without dispute, onus
regarding explanation was discharged by assessee, and thus, addition under section
68 for unexplained cash credit was not sustainable - Pestkill Pesticides Industries v.
Pr. Commissioner (Guj.) 209

CHARITABLE OR RELIGIOUS TRUST

= Exemption of income from property held under

Condonation of delay - Where assessee-trust running a school failed to timely file
Form 10 for accumulation of unspent income under section 11(2) due to oversight
and first-time e-filing, but invested surplus in prescribed modes and explained delay
to CIT (Exemptions), condonation of delay was required to enable exemption under
section 11 in line with CBDT Circular No. 7/2018 - Sadhu Vasvani Mission v. CIT
(Exemption) (Guj.) 220
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-  Property tax - Where assessee claimed exemption from municipal property tax under
Chhattisgarh Municipal Corporation Act by submitting a Section 12A registration
certificate of a different institution and failed to provide its own valid certificate
despite reminders, exemption could not be granted and property tax demand no-
tice was upheld as reasonable - Madhya Pradesh Jesuits v. State of Chhattisgarh
(Chhattisgarh) 199
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- Circular No. 7/2018, dated 20-12-2018 221
- Circular No. 6/2020, dated 19-2-2020 221
COMMISSIONER (APPEALS)

e Powers of enhancement

- Where CIT(A) enhanced disallowance on assessee’s advances at Mumbai and Lucknow
branches from about Rs. 11.05 crores to about Rs. 16.75 crores without issuing notice
of proposed enhancement to assessee, such enhancement was invalid, as mere dis-
cussion on merits or scrutiny of ledger accounts did not satisfy statutory requirement
of notice and opportunity of hearing - Sahara India Commercial Corporation Ltd. v.
Asstt. CIT (Delhi) 227
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- Opportunity of hearing - Where assessee in faceless appellate proceedings under section
250 had sought opportunity of virtual hearing but appellate authority failed to provide
video conference link or virtual hearing, such denial amounted to miscarriage of jus-
tice and impugned appellate and connected penalty orders were to be set aside with
direction to restore appeal and provide virtual hearing facility - High Vista Buildcon
(P.) Ltd. v. National Faceless Appeal Centre (NFAC), Delhi (Delhi) 177

DEEMED DIVIDEND

- Loans/Advances - Where payer company advanced loan to assessee-company but as-
sessee was not a registered shareholder of payer and common shareholder held less
than 20 per cent in assessee, requirement of section 2(22)(e) for deemed dividend
was not satisfied, hence provision was not attracted to such inter-corporate loan or
advance - Jorss Bullion (P.) Ltd. v. ITO (Guj.) 182

- Reassessment - Where assessee had disclosed shareholding pattern of itself and re-
lated company to Assessing Officer who examined applicability of section 2(22)(e),
reopening of assessment beyond four years was not sustainable since there was no
failure by assessee to fully and truly disclose all material facts - Jorss Bullion (P.) Ltd.
v. ITO (Guj.) 182

INCOME

= Deemed to accrue or arise in India

- Shipping, inland waterways transport and air transport - Others - Where non-resident
operated cruises originating and terminating at same port in India and earned income
from cruise packages, mere provision of hospitality and entertainment services on
board did not exclude cruises from scope of ‘carriage’ under section 44B, thus, income
was taxable on a presumptive basis under section 44B at 7.5% of the gross cruise fare
receipts - Director of Income-tax (International Taxation) v. Star Cruises (India) (P.)
Lid. (8C). 153

INCOME-TAX ACT, 1961/INCOME-TAX ACT, 2025
- Section 2(22)/2(40) 183
- Section 9/9 153
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m Failure to furnish return of income

Proviso to section 276CC - Where assessee-firm was prosecuted for failure to file re-
turn but Tribunal in appeal deleted reassessment additions, resulting in no tax due
and excess TDS available with department, prosecution under Section 276CC was not
maintainable in view of proviso to Section 276CC and pending criminal proceedings
constituted abuse of process of law, liable to be quashed - K. P. Constructions Engineers
and Contractors v. ITO (Mad.) 194
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Scope of provision - Where assessment order and adjustment forming basis of penalty
under section 270A were set aside in appellate proceedings, foundation for alleging
misreporting of income ceased to exist and penalty was not sustainable and further, in
view of section 275(1A), AO ought to have awaited outcome of appellate proceedings
and given effect to appellate order before finalising penalty proceedings - Mixpanel,
Inc v. Dy. CIT, IT (Delhi) 205

SCIENTIFIC RESEARCH EXPENDITURE

Sub-section (2AB) - Where assessee seeking deduction under section 35(2AB) for
approved scientific research facilities furnished audit reports in Form 3CLA elec-
tronically within due dates and submitted all required details timely, treatment of
applications as delayed by prescribed authority was unsustainable and authority was
required to decide applications on merits and determine eligible expenditure for de-
duction - Sedemac Mechatronics Ltd. v. Department of Scientific & Industrial Research
(Bom.) 230
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