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आदेश /O R D E R 
 
PER DUVVURU RL REDDY, JUDICIAL MEMBER:   
 

This appeal filed by the assessee is directed against the order of the 

ld. Principal Commissioner of Income Tax, Madurai – 1, Madurai, dated 

25.05.2018 relevant to the assessment year 2015-16 passed under section 

263 of the Income Tax Act, 1961 [“Act” in short]. 

 
2.  Brief facts of the case are that the assessee has filed its return of 

income for the assessment year 2015-16 on 22.08.2015 admitting total 

income of ₹.99,80,270/-. The case of the assessee was selected for scrutiny 

and notice under section 143(2) of the Act was issued. The scrutiny 
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assessment under section 143(3) of the Act was completed by assessing 

total income of the assessee at ₹.1,11,48,150/- after making various 

additions. After perusing the records, the ld. PCIT was of the opinion that the 

assessment order passed under section 143(3) of the Act is erroneous in so 

far as it is prejudicial to the interests of the Revenue on the ground that the 

valuation of the shopping complex building constructed by the assessee at 

₹.34,18,46,564/- was based on the Tamil Nadu Public Work Department, 

whereas, for estimating cost of construction, Central Public Works 

Department rates are to be adopted. Further, the ld. PCIT observed that the 

difference between the estimate made by the above valuer as per the 

CPWD rates is more than 15%, the Assessing Officer ought to have referred 

the cost of construction admitted by the assessee to the DVO and then 

ought to have completed the assessment based on the valuation report of 

the DVO. Accordingly, notice under section 263 of the Act was served on the 

assessee proposed revision of the assessment. After considering the written 

submissions, the ld. PCIT directed the Assessing Officer to redo the 

assessment in accordance with law in respect of the above issues.  

 
3.  The assessee is in appeal before the Tribunal against the order 

passed under section 263 of the Act. The ld. Counsel for the assessee has 

argued that the rates applicable towards metropolitan city as of the CPWD 

rates cannot be made applicable to the construction cost of building in the 
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rural area of Tuticorin District and prayed that the 263 order passed by the 

ld. PCIT should be quashed. Per contra, the ld. DR has submitted that 

nothing is emanating from the assessment order as to what rate was 

adopted by the Assessing Officer, and thus, the assessment order needs 

revision. 

 
4.  We have heard both the sides, perused the materials available on 

record and gone through the orders of authorities below including detailed 

paper book containing valuation report, case law, etc. Admittedly, nothing 

was narrated in the assessment order with regard to the valuation of the 

construction of the shopping complex building, which means, the Assessing 

Officer has fully accepted the cost of construction as claimed by the 

assessee. On perusal of the assessment records, the ld. PCIT has observed 

that the assessee has constructed a shopping complex building situated at 

door No. 39A, 51, 52, 53, Gin Factory Road, Tuticorin during the period 2012 

for ₹.34,18,46,564/- and for estimating the cost of construction, CPWD rates 

are to be adopted. However, we find that since the building constructed by 

the assessee is located at rural area of Tuticorin, for estimating the cost of 

construction, PWD rates are to be adopted in view of the decisions of the 

Hon’ble Jurisdictional High Court in the case of TMPN Murugesan v. CIT [35 

taxmann.com 208 (Madras)] as well as in the case of CIT v. Raya R. 

Govindarajan [49 taxmann.com 526]. On perusal of the valuation report of 
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the Chartered Engineer, nowhere it was mentioned that he has adopted the 

PWD rates for the valuation of the above building. However, by placing 

reliance on various case law relating the adoption of PWD rates in rural 

areas, the ld. Counsel for the assessee has argued that the approved valuer 

has valued the cost of construction of the building as per PWD rates only. 

Under these facts and circumstances, we are not inclined accept the 

contention of the ld. PCIT to adopt CPWD for valuing the cost of construction 

in rural area. However, we direct the Assessing Officer to examine as to 

whether the valuer has adopted PWD rates and pass a detailed order in 

accordance with law by affording an opportunity of being heard to the 

assessee. Thus, the appeal filed against the order passed under section 263 

of the Act stands disposed.  

 
5.   In the result, the appeal filed by the assessee is partly allowed for 

statistical purposes.  

Order pronounced on the 29th November, 2019 in Chennai. 

 

Sd/- Sd/- 
(INTURI RAMA RAO) 
ACCOUNTANT MEMBER 

(DUVVURU RL REDDY) 
JUDICIAL MEMBER 
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