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AadoSaAadoSaAadoSaAadoSa / O R D E R 
 

 

PER MAHAVIR SINGH, JM: 

 

This appeal by the revenue is arising out of the order of 

Commissioner of Income Tax (Appeals)-30, Mumbai [in short CIT(A)], in 

appeal No. CIT(A)-30/19(3)(5)/911/2015-16 dated 11.11.2016. The 

Assessment was framed by the Income Tax Officer (19)(3)(5), Mumbai (in 

short ‘ITO’) for the A.Y. 2012-13 vide order dated 18.3.2015 under section 

143(3) of the Income Tax Act, 1961 (hereinafter ‘the Act’).  

2.  This appeal by revenue is ar is ing out of the order of CIT(A) in 

al lowing the double claim under sect ion 54EC of the Act amounting 
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to ₹1 Crore as against the l imit of ₹50 lakhs in the provisions of 

section 54EC of the Act.   For this,  revenue has raised fol lowing 

ground No.1: 

 “On the facts and circumstances of the case and in 
law, whether, the Ld. CIT(A) was just i f ied in al lowing the 
claim of the assessee under sect ion 54EC total ing to 
₹1,00,00,000/- whereas as per the second proviso of 
section 54EC of the I.T. Act, 1961, which came into 
effect from 1s t April 2015, the l imit of investment under 
section 54EC does not exceeds ₹50 lacs in any F.Y.” 

3. We have heard the r ival contentions and gone through the 

facts and circumstances of the case. Facts of the case are that 

assessee earned long term capital gain on sale of tenancy rights in 

an immovable property joint ly held with other co-owners at 

₹99,33,390/-.  The assessee claimed exemption under section 

54EC of the Act for an amount of ₹50 lakhs on the investment 

made in REC bonds on 31.3.2012 and also claimed another 

amount of deduct ion of ₹50 lakhs investment made in REC bonds 

on 30.4.2012.  According to the A.O., the assessee is entit led to 

claim exemption 54EC of the Act only to the limit of  ₹50 lakhs 

once.  The assessing off icer accordingly disal lowed the claim of 

exemption and restricted the claim to ₹50 lakhs.   

4.  Aggrieved, assessee preferred appeal before the CIT(A).  

The CIT(A) al lowed the claim of assessee by fol lowing Tribunal 

decisions and also the decision of Hon’ble Madras High Court in 

the case of CIT Vs.Sriram Indubal in T.C.(A) No.419 & 533 of 2014 

dated 15.9.2014. 
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5. Aggrieved, now revenue is in appeal before Tribunal.  

6. We f ind from the facts of the case that the assessee has 

invested in REC bonds f irst on 31.3.2012 for an amount of ₹50 

lakhs and again on 30.4.2012 for ₹50 lakhs.  The assessee 

claimed exemption under section 54EC of the Act for this amount 

of ₹1 Crore being investment made in REC bonds in two f inancial 

years but within the period of 6 months.  We f ind that the Hon’ble 

Madras High Court in the case of CIT Vs. Sriram Indubal (supra) 

has considered this issue and observed as under: 

"10. The legislature has chosen to remove the ambiguity in the proviso 
to Section 54EC(1) of the Act by inserting a second proviso with effect 
from 1.4.2015. The memorandum explaining the provisions in the 
Finance (No.2) Bill, 2014 also states that the same will be applicable from 
1.4.2015 in relation to assessment year 2015-16 and the subsequent 
years. The intention of the legislature probably appears to be this 
amendment should be for the assessment year 2015-2016 to avoid 
unwanted litigations of the previous years. Even otherwise, we do not 
wish to read anything more into the first proviso to Section 54EC(1) of 
the Act, as it stood in relation to the assessees. 

 
11. In any event, from a reading of Section 54EC(1) and the first proviso, 
it is clear that the time limit for investment is six months from the date of 
transfer and even if such investment falls under two financial years, the 
benefit claimed by the assessee cannot be denied. It would have made 
a difference, if the restriction on the investment in bonds to 
Rs.50,00,000/- is incorporated in Section 54EC(1) of the Act itself. 
However, the ambiguity has been removed by the legislature with effect 
from 1.4.2015 in relation to the assessment year 2015-16 and the 
subsequent years. 

For the foregoing reasons, we find no infirmity in the orders passed by 
the Tribunal warranting interference by this Court. The substantial 
questions of law are answered against the Revenue and these appeals are 
dismissed. No costs." 
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7. As the issue is squarely covered by Hon’ble Madras High 

Court decision, we f ind no fault  in the order CIT(A).  Hence, the 

same is conf irmed.  The appeal of the revenue is dismissed. 

8. In the result, the appeal filed by the Revenue is dismissed. 

 Order pronounced in the open court on   20-06-2018. 
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