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MGY/ORDER

Per Amarjit Singh (AM):

This appeal filed by the assessee is directed against the order
passed by the 1d. CIT(A) NFAC, dated 22.09.2023 for A.Y. 2018-19. The

assessee has raised the following grounds before us:

“I. Denial of Exemption of Rs.47,18,400/- claimed U/s 54EC of the
Act, in respect of investment in Capital Gains Bonds:

1. On the facts and in the circumstances of the case and in law, the Id. C.LT.
(Appeals) NFAC, erred in upholding the Order Dt 29-01-2020 passed u/s
154 by ADIT, CPC denying the relief for exemption of Rs.47,13,400 U/s
54EC for Investment of Rs. 50 Lakhs in Capital Gains REC Bonds.

2. The Id. CIT. (Appeals) failed to appreciate and consider that the exemption
was claimed U/s 54 EC of the Act, however the same was not reflected in
ITR-3 of CPA due to technical snag which is to be resolved by DIT (Systems).

3. Without prejudice the appellate authority ought to have considered the claim
on its own merits, when details of investment made in REC Bonds were on
record

II. Set-off of Short Term Capital Loss against Long Term Capital Gains:
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4. On the facts and circumstances of the case and in law, the Id. C.1.T.
(Appeals) erred in confirming the set-off of Short Term Capital Loss of Rs.
4,79,109/- against Long Term Capital Gains of Rs. 47,18,400/- under an
erroneous premise that the appellant is not eligible for carry forward of Short
Term Capital Loss.

III. Denial of Deduction Us 80TTA for Savings Bank Interest Income:

5. On the facts and circumstances of the case and in law, the Id. CIT. (Appeals)
erred in not allowing deduction of Rs. 10,000/- u/s 80TTA in respect of
Savings Bank Interest of Rs.80,321/- included in Income from Other
Sources.

IV. Levy of Tax u/s. 115BBE of the Act:

6. On facts and circumstances of the case and in law the Ld. CIT(A) erred in
observing that no tax was charged u/s. 115BBE of the Act.

7. The appellant craves leave to add, alter or delete any grounds of appeal.”

2. Fact in brief is that return of income declaring total income of
Rs.20,86,260/- was filed on 10.09.2018 which was processed by CPC
on 30.09.2018, without considering exemption of Rs.47,18,400/- u/s
S4EC in respect of investment of Rs. 50,00,000/- made in Capital Gains
Bonds of Rural Electrification Corporation Ltd. In support of his claim
of deduction u/s S54EL of the Act the assessee filed rectification
application u/s 154 of the Act which was rejected by CPC vide order
passed u/s 154 of the Act on 29.01.2020. The assessee claimed that he
had sold a residential flat in Pune for consideration of Rs.1.50 crores
and determined long term capital gain of Rs.47,18,400/-. The assessee
had invested a sum of Rs.50,00,000/- in capital gain investment bonds

and claimed the same as exempt u/s 5S4EC of the Act.

3.  The assessee filed the appeal before the 1d. CIT(A). The 1d. CIT(A)

has dismissed the appeal of the assessee.

4. During the course of appellate proceedings before us the 1d.
Counsel contended that because of system error while processing the
return of income filed, the CPC has not considered the assessee’s claim
of deduction u/s S4EC in spite of fact that assessee has provided due

information in the return of income filed. The 1d. Counsel referred page
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no. 34 of the return of income filed wherein under the head deduction
claimed the assessee had given the relevant detail which were not
considered by the CPC. The 1d. Counsel further submitted that before
the 1d. CIT(A) the assessee has also filed copy of REC Bonds to the
amount of Rs,50,00,000/- against which assessee has claimed
deduction u/s S4EC. The 1d. Counsel has also filed copy of bank
statement provided to the 1d. CIT(A) in support of the claim of the
assessee that amount paid for purchase of bonds was debited to the

bank account of the assessee.

On the other hand, the Id. D.R supported the order of lower

authorities.

S. Heard both the sides and perused the material on record. During
the year under consideration the assessee had sold a residential flat in
Pune for a consideration of Rs.1.50 crores and determined long term
capital gain of Rs.47,18,400/-. The assessee had invested a sum of
Rs.50,00,000/- in Capital Gains Investment Bonds, therefore, claimed
exemption u/s S4EC of the Act. However, the CPC had not granted the
exemption claimed by the assessee and also rectification application
filed by the assessee was also rejected by the CPC. We have perused the
copy of return of income filed by the assessee on ITR-3 placed in the
paper book. It is noticed that in the return of income under the head
information about deduction claimed at page no. 34 of the paper book,
the assessee has shown the date of transfer of original asset on
28.06.2017 and also mentioned that Rs.50 lacs was invested in the
specified bonds on 10.08.2017, therefore, deduction of Rs.47,18,400/-
was claimed u/s S4EC of the Act However, without controverting these
material facts and evidences, the 1d. CIT(A) has dismissed the appeal of
the assessee without any valid reason. This is undisputed facts that

assessee has invested in the REC Bonds to the amount of
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Rs.50,00,000/- against issuing of cheques from the bank account of the
assessee on 10.08.2017 as evident from the copy of bank statement
placed in the paper book. After taking into consideration the above facts
and material as discussed supra in this order we find that decision of
1d. CIT(A) in sustaining the disallowance of deduction claimed u/s S4EC
of the Act is not justified, therefore, we direct the AO to allow the claim
of the assesse for deduction u/s S4EC of the Act. Accordingly, ground
no. 1 of the appeal of the assessee is allowed. Since we have allowed the
ground no. 1 of appeal of the assessee and the ground no. 2 is
consequential to ground no. 1 therefore the same is not required any

adjudication.

0. Ground no. 3 is relating to issue of claim of deduction of
Rs.10,000/- u/s 80TTA in respect of Saving Bank interest of
Rs,80,321/-. After hearing both the sides and considering the material
on record this ground of appeal is restored to the file of the assessing
officer for allowing the claim of deduction after necessary verification.

Accordingly, the ground no. 3 is allowed for statistical purposes.

7. Ground no. 4 pertaining to charging of tax u/s 115BBE of the Act

is not pressed therefore the same stand dismissed.
8. In the result, the appeal of the assessee is partly allowed.

Order pronounced in the open court on 15.03.2024

Sd/- Sd/-
(Kavitha Rajagopal) (Amarjit Singh)
Judicial Member Accountant Member

Place: Mumbai

Date 15.03.2024
Rohit: PS
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