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आदेश/Order 
 
Per Sanjay Garg, Judicial Member: 

 The present  appeal  has been preferred by the  assessee 

against  the  order  o f  the ld .  Pr .  Commiss ioner of  income Tax,  

Chandigarh [here inaf ter  re ferred to as  ‘ ld .PCIT]  dated 

29.03.2023 per ta ining  to 2018-19 assessment  year.  

2 .  The br ie f  facts  o f  the  case are  that  the  case o f  the 

assessee  was se lected for  l imited scrut iny on three issues :  

  i )    Refund Claim  
( i i )   Share  Capita l/other  capita l   
( i i i )  Deduct ion or  total  income under  Chapter  VI-A.  
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3.  The ld .  Assessing  Of f icer  ( in  short  ‘ the  AO’ )  in  the 

scrut iny  assessment  proceedings  u/s 143(3 )  o f  the Income 

Tax Act ,  a f ter  examining  the  aforesaid issues  accepted the 

returned income of  the assessee .   Therea fter ,  the ld.  PCIT 

noted from the assessment  records  that  the  assessee  had 

c la imed deduct ion u/s 80JJAA o f  the  Income Tax Act ,  1961 

( in  short  ‘ the Act ’ )  for  the assessment year  2018-19 to the 

tune o f  Rs .99,23,285/- .  He further  observed that  f rom the 

perusa l  o f  record in Form 10DA, i t  revealed  that  775 

employees had been added by  the assessee  in the  re levant 

F inanc ia l  Year  2017-18.   He observed that  to  cater  the 

employment  o f  775 employees ,  the  assessee would  have 

required extra space  a longwith  furni ture  and computer  

systems which might  have increased the  f inanc ial  expenses 

o f  the assessee.   He further  observed that  the assessee ,  

however,  had not  shown any extra  expenses for  creat ing  the 

inf rastructure  for  newly added employees.   He  fur ther  

observed that  in addi t ion to the inf rastructure expenses,  the 

assessee might  have  incurred expenses  for  advert isement,  

interv iews,  hospi ta l i ty  expenses etc .   He observed that  the 

assessee  had s imply  provided the  l is t  o f  employees which 

was not  suf f ic ient  for  fu l f i l lment of  the  requirements  u/s 

80JJAA of  the Income Tax Act .   He observed that  the AO had 

not  made adequate enquir ies in  this  respect .    
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3.1 The ld.  PCIT further  observed that  during  the  year,  the 

assessee had ra ised loans and a lso paid huge interest  

thereupon.   He observed that  the said loan amount was 

incurred for  capita l  work in progress and there fore ,  the 

d isa l lowance in respect  o f  interest  expenditure was at tracted 

u/s 36(1 ) ( i i i )  o f  the  Act ,  however,  the AO has not  examined 

this  issue.    

3 .2 The ld.  PCIT fur ther  observed that  the  assessee had 

made certain investments,  income from which was exempt 

and therefore,  the  d isal lowance  u/s 14A o f  the  Act  in  respect  

o f  making those investments was att racted,  however ,  the AO 

has not  examined the sa id  issue.   

3 .3 The ld .  PCIT a lso  observed that  the assessee  dur ing  the 

year  had issued 0.25% Non Cumulat ive Compulsory 

Redeemable  Preference Shares (NCRPS)  o f  Rs.100/-  each.   

He,  in  this  respect ,  observed that  the  AO had not  proper ly  

examined the issue re lat ing  to  the  ident i ty/ f inanc ia l  

worthiness  and share  subscr ibers and genuineness of  the 

t ransact ions .  

4 .  The ld .  PCIT show caused the assessee on the  above  

issues as  to  why the assessment order  be not  held as 

erroneous and prejudic ia l  to  the interests o f  the Revenue for  

lack o f  adequate enquir ies  made by  the  AO. 

5 .  In reply to  the  show cause,  the assessee  furnished the 
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var ious deta i l s  and submissions .   However,  the ld.  PCIT d id 

not  get  sat is f ied  with the  a foresa id submissions o f  the 

assessee and held that  the assessment order  passed by  the 

AO u/s 143(3 )  was erroneous and prejudic ia l  to  the interests 

o f  the Revenue as the AO has fa i l ed to  make enquir ies  and 

ver i f icat ions which should  have  been made by  him.   He,  

accord ingly ,  set  as ide  the assessment order  for  denovo 

assessment .  

6 .  Being aggr ieved by the  said  order  o f  the ld .  PCIT,  the 

assessee  has  come in appeal  before us .  

7 .  At  the outset ,  the ld.  Counse l  for  the assessee has 

submit ted that  the case of  the assessee  was se lected for 

l imited  scrut iny on three  issues  i .e . ,  ( i )  Re fund Cla im ( i i )  

Share Capi ta l/other  capita l  ( i i i )  Deduct ion or  to tal  income 

under Chapter  VI -A.   The ld .  counsel  has submit ted that  so 

far  as the observat ion o f  the ld .  PCIT that  the  AO has not 

proper ly  examined the issue re lat ing to  disa l lowance u/s 

36(1 ) ( i i i )  o f  the Act  and u/s 14A o f  the Act  is  concerned,  the 

AO was not  author ized to scrut in ized and enquire  these 

issues wi thout the permiss ion o f  the Competent  Author i ty .   

The assessment was se lected for  l imi ted scrut iny on the 

three issues as  noted above  and the AO was not  supposed to 

scrut inize any other  issue,  there fore,  the observat ion of  the 
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ld .  PCIT that  the  assessment order  was erroneous because 

the AO has not  scrut inized the issue re lat ing to  d isa l lowance 

u/s 36(1) ( i i i )  and Sect ion 14A of  the  Act  is  not  correct ,  the 

assessment  order  cannot  be  held  erroneous as the  AO was 

not  supposed to  go  into  these  issues  in  case  o f  l imited 

scrut iny .  

8 .  The ld .  DR has fa i r ly  agreed on these  submiss ions of  

the ld .  counsel .   S ince in  th is  case ,  the  a foresa id  issue 

re lat ing to  disal lowance u/s 36(1) ( i i i )  and 14A o f  the Act  

were not  covered under the l imi ted scrut iny,  there fore ,  the 

assessment  order  cannot  be he ld to  be erroneous for  want  o f  

deta i l ed  enquir ies on these issues by the AO. 

9 .  Now coming to the issue re la t ing to  the c la im of 

deduct ion u/s 80JJAA of  the Act ,  the ld.  Counse l  for  the 

assessee  has  invi ted  our  attent ion to  the  var ious detai ls  and 

explanat ions  g iven by the assessee  dur ing the assessment 

proceedings.   He  has  fur ther  inv i ted our at tent ion to the 

reply f i led be fore  the  ld.  PCIT where in ,  the  re ference  was 

made to  the  var ious enquir ies made by  the  AO on this  issue 

and the reply  and explanat ion g iven by  the  assessee  in th is  

respect .   The  sum and substance  o f  the reply o f  the assessee 

has been that  the assessee was also  providing manpower 

serv ices and that  out  o f  1640 employees,  serv ices of  1133 
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employees had been placed under  the  other  company namely 

Quadrant Te leventures Ltd.  and the assessee company had 

a lso  raised the b i l ls  during  the F inancial  Year and the sa id  

amount  was remit ted  to  i t  and the  same was paid  to  the 

employees.   I t  was submit ted that  there was no extra burden 

upon the  assessee  company for  creat ing in frastructure  e tc .   

The ld.  counsel  in  this  reply  has a lso placed re l iance on page  

92 of  the  Paper  Book wherein  the  reply  re lat ing  to  the c la im 

o f  deduct ion u/s 80JJAA have  been furnished along wi th 

cert i f i cate  o f  the Chartered Accountant .   The  ld.  counsel  has 

further  inv i ted  our at tent ion to  Paper Book page 99,  which is  

copy o f  Form 10DA,  wherein  a l l  the deta i l s  re lat ing to  c la im 

o f  deduct ion u/s 80JJAA have been furnished and i t  has 

been ment ioned that  there was increase of  213 number  o f  

employees during  the year  in  respect  o f  which the  deduct ion 

was c la imed u/s 80JJAA on the  to ta l  emoluments  paid  of  

Rs .3 ,30,77,615/-  to  the addi t ional  employees ,  whereupon, 

deduct ion @30% was c la imed.   The  ld.  counse l  has further  

invi ted our at tent ion to page 102 and 103 o f  the  Paper Book 

which is  the copy o f  the  not ice i ssued by  the  AO u/s 142(1)  

o f  the Income Tax Act  whereupon the  AO had cal led from the 

assessee the fo l lowing detai ls  in respect  o f  the deduct ion 

c la imed under Chapter    V I-A :  



ITA No.232/CHD/2023 
A.Y. 2018-19 

7 
 

1. Section/subsection wise details of deductions claimed under 
VIA. 

2 Details of earnings under the relevant heads against which 
deduction claimed. 

3. Note on eligibility criteria of deductions claimed under different 
sections of Chapter VIA 

4. Details of all the bank accounts alongwith the bank statement for the 
year to support the claim. 

5.Documentary evidence in respect of investment/expenditure/ 
payment etc. made to claim the deductions.” 

 

10 .  The ld .  counse l  has further  invi ted  our  attent ion to page 

120,  whereby,  the  detai ls  in  respect  o f  addit ional  employees 

was submit ted  which included the names o f  the  addit ional  

employees,  the ir  PAN number ,  gross sa lary ,  bank account 

deta i l s  and the mode of  sa lary pa id through banking channel 

and even the re levant  deduct ions and depos i ts  under 

employees ’  Prov ident  Fund and under Employees ’  State 

Insurance Act  were made.   The ld .  counse l  has a lso re ferred 

to page 39 o f  the Paper Book to submit  that  in case of  

outsourced employees,  the  emolument/receipts on that  

account were rece ived from the company to  whom the 

serv ices  were  provided and the same were  duly  accounted 

for .  

11.   We note  that  the  adequate  enquir ies  were made by  the 

AO on these  issues  and the  ld .  PCIT has  not  po inted out  

what addi t ional  enquir ies were required to be made by the 

AO on this  i ssue.   Moreover ,  the  assessee  has  duly  exp la ined 
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before the ld .  PCIT that  the  assessee has outsourced the 

employees,  therefore,  the  expenditure on account of  

addi t ional  in frastructure was not  incurred.   The ld .  PCIT has 

s imply  held the order  erroneous on this  i ssue by making 

genera l  observat ion that  the AO was required to  make more 

enquir ies,  which,  in our v iew,  is  not  a va l id ground to ho ld 

the assessment order  erroneous and pre judic ia l  to  the 

interests o f  the Revenue.   

12.  So  far  as  the  issue re lat ing to  the  issue of  shares  to  the 

two companies  namely  M/s Takecare  India  Pvt .  L td .  and 

Videocon Realty  In frastructure  Ltd.  was concerned,  the 

assessee explained that  the AO had made adequate enquir ies 

on th is  issue and var ious repl ies  and deta i ls  were furnished 

to  the  AO,  cons ider ing  which the  AO has accepted the  c la im 

o f  the assessee .   The ld.  counse l ,  in th is  respect  has 

submit ted that  the  AO had issued quest ionnaire dated 

28.12.2020 wherein,  the  fo l lowing deta i l s  were  asked for  

f rom the assessee ,  on this  issue :  

 a)  Name and address of the shareholders 

 b) PAN of the shareholders   
c) Face Value of each share.  
d) Number of shares allotted to each shareholder.  
e) Total value of the shares allotted to each shareholder,  
f)  Payment received from each shareholder during the financial 

year. 
2)        Provide documentary evidence to substantiate the identity and 

ITR of the shareholders to substantiate creditworthiness the 
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shareholders as well as the proof of genuineness of transaction in 
respect of fresh credit of the share capital account.  

3)        The valuation report with respect to the working of EPS. 
4)     The comparison of the working of EPS with the immediately prior 

instance,  wherein the shares were allotted. 
5.   The year wise details of dividend declared during the year and three 

earlier years.   
  

 

13.  I t  was submit ted  that  the  a foresaid quer ies of  the AO 

were duly  rep l ied alongwith documents .   I t  was fur ther  

repl ied to  the PCIT that  another  rep ly  dated 25.01.2021 was 

furnished to  the  AO in  which the required detai ls  and 

explanat ion regarding the f resh issue of  preference shares 

was submitted  g iv ing PAN numbers,  number of  pre ference 

shares and face va lue,  PAN number o f  the share subscr ibers,  

total  va lue  o f  the  shares  a longwi th  ITRs of  the  shareholders 

was also  furnished.   Copy of  bank account  o f  the assessee 

showing the receipt  o f  amount f rom the shareholder 

a longwith Equi ty  Va luat ion Report  o f  the  shares was a lso 

furnished.  The ld .  counsel  has  fur ther  re ferred to  the  rep ly 

dated 03.02.2021 v ide which the var ious detai ls  inc luding  

a l lotment of  preference shares,  copy o f  Resolut ion,  rat io  o f  

preference shares issued aga inst  or ig inal  shares and other  

part iculars as  desi red  by the  AO have  been furnished.   The 

ld.  counse l  has  further  submit ted  that  even the  assessee  had 

furnished copy o f  the  information in respect  o f  the a l lo tment 

o f  pre ference shares to  the  Minist ry  of  Corporate Af fa irs 

a longwith prescr ibed Form SH-7.    
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14.  I t  is  to  be  noted that  the  ld.  PCIT has not  pointed out  in 

the impugned order  that  what further  enquir ies were 

required to  be  made by  the  AO in  this  case  which have  not  

been so  made.   The ld.  PCIT has  only by s ing le  observat ion 

he ld that  these  c la ims of  the  assessee a longwith c la im on the 

issue o f  share capi ta l  paid to  the companies namely M/s 

Takecare India Pvt .  Ltd.  and Videocon Real ty  In f rastructure 

Ltd.  are  held  to  be  a  matter  that  needs  to be factual ly 

ver i f ied and examined accordingly  by the AO.   We note that  

these are  the  genera l  observat ions  o f  the  ld.  PCIT.   The ld .  

PCIT has  not  g iven any spec i f ic  f ind ing as to  why the  order  

o f  the AO was erroneous and pre judic ia l  to  the interests o f  

the Revenue on th is  issue and on what  account.   The  ld.  

PCIT has not  pointed out  any defect ,  inf i rmi ty  or  inadequacy 

in the explanat ion o f fered by the assessee  on the quer ies 

made by the ld.  PCIT.   Simply  ho ld ing that  the AO was 

required to  make more enquir ies is  not  a val id  ground to 

ho ld assessment  order  as erroneous and pre judic ia l  to  the 

interests o f  the  Revenue.   The exerc ise o f  the  rev is ion power 

by the Ld.  PCIT,  in  this  case,  i s  not  just i f ied.  The rev is ional  

order  o f  the ld .  PCIT is ,  there fore,  not  susta inable in the 

eyes  o f  law and the same is  hereby quashed.  
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15.  In the  resul t ,  appeal  o f  the assessee stands a l lowed.  

Order pronounced on 27 t h  February,2024.  

 
                  Sd/-                                                                 Sd/-  
    (VIKRAM SINGH YADAV)              (SANJAY GARG) 
    ACCOUNTANT MEMBER           JUDICIAL MEMBER 
“Poonam” 
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