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seT/ORDER

PER WASEEM AHMED, ACCOUNTANT MEMBER:

The captioned appeal has been filed at the instance of the Assessee against
the order of the Learned Commissioner of Income Tax (Appeals), Ahmedabad,
arising in the matter of assessment order passed under s. 147 r.w.s. 144 of the
Income Tax Act, 1961 (here-in-after referred to as "the Act") relevant to the
Assessment Year 2013-14.
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2. The only grievance raised by the assessee is that the Ld. CIT(A) erred in
confirming the disallowance of exemption claimed by the assessee u/s 54EC of the
Act for Rs. 16,30,417/- only.

3. In the present case, the assessee has neither filed return of income u/s
139(1) of the Act, nor in response to the notice issued u/s 148 of the Act, whereas
the assesee has sold immovable property where his share is of Rs. 16,30,417/-
only. As per the assessee, there was investment in the REC Bonds which are liable
for exemption u/s 54EC of the Act. Therefore, according to the assesee the
income was not chargeable to tax and accordingly return was not filed. However,
the AO was of the view that for claiming exemption u/s 54EC of the Act, it was
compulsory for the assessee to file the return of income. Thus, the AO in the
absence of return filed by the assessee has disallowed the exemption claimed u/s

54EC of the Act and added to the total income of the assessee.

4. Aggrieved assessee preferred an appeal to the Ld. CIT(A), who has also

confirmed the order of the AO by observing as under:

Since the claim was not made for seeking exemption u/s.54EC in the ITR, the benefit of exemption
u/s.54 EC is held to be rightly denied by the AO. Under the given situation. Hence the addition made
by AO is sustained. However, the AO is directed to consider reasonable cost of acquisition with
Indexation based on details obtained from sub-registrar office/appellant, in view of natural justice, as
per law. Thus, Ground of appeals Nos. 1 and 2 are partly allowed for statistical purposes.

5. Being aggrieved by the order of the Ld. CIT(A), the assessee is in appeal
before us.

6. The Ld. AR before us filed a paper book running from pages 1 to 57 and
contended that it is not mandatory to file the return of income u/s 139(1) of the
Act, for claiming exemption u/s 54EC of the Act. It was also pointed out by the Ld.
AR for calculating the capital gain, the investment made in certain bonds and
properties have been saved for calculating the income chargeable to tax under the
head capital gain. Accordingly, the Ld. AR submitted that the assessee should be
allowed the benefit of exemption u/s 54EC of the Act.
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7. On the other hand, the Ld. DR vehemently supported the order of the

authorities below.

8. We have heard the rival contentions of both the parties and perused the
materials available on record. The facts in present case are not in dispute which
have been elaborated in the preceding paragraph and therefore for the sake of

convenience and brevity, we are not inclined to repeat the same.

8.1 The issue before us is limited to the extent whether the assessee is eligible
for exemption u/s 54EC of the Act without filing the return of income. In this
regard, we have perused the provisions of section 54EC of the Act r.w.s. 139(1) of
the Act and note that it has nowhere been provided that for claiming exemption
u/s 54EC of the Act, the assessee has to file the return of income. Even at the
time of hearing the Ld. DR has not brought our attention to such provision of the
Act, suggesting that it is mandatory, for claiming exemption u/s 54EC of the Act,
to file the return of income. Accordingly, we are not convinced with the findings of
the Ld. CIT(A). Thus, we direct the AO to allow the exemption to the assessee on
account of investment made in REC Ltd. as per the provision of law even if the
assesee does not file the return of income. Hence, the ground of appeal of the

assessee is allowed.

9. In the result, the appeal filed by the assessee is allowed.

Order pronounced in the Courton 21/02/2024 at Ahmedabad.
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