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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. Commissioner of Income Tax (Appeals) 15, Chennai, dated 27.12.2018 

relevant to the assessment year 2012-13. Besides challenging confirmation 

of addition of long term capital gains, by raising a specific ground, the 

assessee has challenged the exparte order passed by the ld. CIT(A).  

 
2.  Brief facts of the case are that the assessee e-filed his return of 

income on 13.07.2012 for the assessment year 2012-13 declaring total 

income of ₹.1,38,51,844/-. The return filed by the assessee was processed 
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under section 143(1) of the Income Tax Act, 1961 [“Act” in short]. 

Subsequently, the case was selected for scrutiny and called for various 

details by issuing statutory notices. In response to the statutory notices, the 

AR of the assessee filed the details as called for. The assessee sold 

residential flat at Abhiramipuram, Chennai – 18 for total consideration of ₹.4 

crores and claimed deduction under section 54 of the Act of ₹.2,27,45,000/- 

for investment in residential house at Thummaloor Village, Ranga Reddy 

District. On verification of the documents submitted by the assessee, the 

Assessing Officer found that the assessee has received the residential 

property which was sold during the previous year by registered settlement 

deed dated 31.10.2007 from his mother Smt. S. Janaki. Thus, the assessee 

becomes owner of the property on 31.10.2007. The assessee sold the same 

property by two sale agreement dated 15.07.2011 for a total sale 

consideration of ₹.4 crores. Further as per assessee’s claim, the assessee 

has invested ₹.2,27,45,000/- for purchase of new property from M.A.K. 

Projects Pvt. Ltd. through agreement dated 09.04.2012. Since the assessee 

has purchased the new property in the name of Smt. S. Janaki, mother of 

the assessee, the Assessing Officer held that the assessee is not eligible to 

claim deduction under section 54 of the Act and accordingly, the taxable 

capital gain of ₹.2,27,45,000/- was brought to tax.   
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3.  The assessee carried the matter in appeal before the ld. CIT(A). After 

considering the written submissions of the assessee with regard to the claim 

of exemption under section 54 of the Act as well as decision of the Hon’ble 

Madras High Court in the case of CIT v. V. Natarajan 287 ITR 271, the ld.   

CIT(A) confirmed the addition of long term capital gain since the assessee 

has not furnished the evidence as called for to allow the benefit to the 

assessee despite giving various opportunities.  

 
4.  On being aggrieved, the assessee is in appeal before the Tribunal. By 

referring to the specific ground raised in the grounds of appeal at ground No. 

1, the ld. Counsel for the assessee has submitted that the ld. CIT(A) has not 

provided sufficient opportunity to present the evidence as required, which is 

against the principles of natural justice and prayed that one more opportunity 

may be given to the assessee to present the evidence as required by the ld. 

CIT(A). Per contra, the ld. DR strongly supported the order passed by the ld. 

CIT(A).  

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

record and gone through the orders of authorities below. Against the addition 

towards long term capital gain of ₹.2,27,45,000/-, the Assessing Officer 

denied the claim of exemption under section 54 of the Act on the ground that 

the investment of the sale consideration in the new residential house was 
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made in the name of the mother of the assessee. As has been relied upon 

by the assessee, the decision in the case of CIT v. V. Natarajan (supra), 

wherein, the Hon’ble Madras High Court has held as under:  

“4.5 In the instant case, the assessee purchased a house at Anna Nagar in 
the name of his wife Smt. Meera after selling the property at Bangalore. But 
the same was assessed in the hands of the assessee. Hence, as correctly held 
by the CIT(A) as well as by the Tribunal that the assessee is entitled for 
exemption under section 54 of the Act.” 

 
In order to apply the above ratio in the case law relied upon by the 

assessee, the assessee was required to file the evidence that the capital 

asset acquired was assessed in the hands of the assessee and not in the 

hands of the ostensible owner, which was not furnished despite various 

opportunities given to the assessee.  

 
6.  On perusal of the appellate order, we find that the ld. CIT(A) has not 

disputed the eligibility of exemption under section 54 of the Act, but, to allow 

the benefit to the assessee, the assessee was required to furnish the proof 

that the capital asset acquired was assessed in the hands of the assessee 

as per the decision relied on by the assessee. As prayed by the ld. Counsel 

for the assessee, we direct the ld. CIT(A) to give one more opportunity to the 

assessee to furnish the proof that the capital asset acquired was assessed 

in the hands of the assessee and in case the assessee fails to furnish the 

evidence, the appellate order already passed by the ld. CIT(A) stands 

sustained.   
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 7.  In the result, the appeal filed by the assessee is allowed for statistical 

purposes. 

Order pronounced on the 9th April, 2021 in Chennai. 

 

Sd/- Sd/- 
(S. JAYARAMAN) 
ACCOUNTANT MEMBER 

(DUVVURU RL REDDY) 
JUDICIAL MEMBER 

 
Chennai, Dated, 09.04.2021 
 
Vm/- 
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