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Order under section 254(1) of Income Tax Act

PER PAWAN SINGH, JUDICIAL MEMBER:
1. This appeal by assessee is directed against the order of Ld. Commissioner of

Income-tax(Exemptions)-Ahmedabad [for short to as "“Ld.CIT(E)] dated
27.06.2024 in rejecting approval of fund under section 80G(5) of the Income
Tax Act, 1961 (hereinafter referred to as ‘the Act’).

2. Rival submission of both the parties have been heard and record perused. The
Ld. Authorized Representative (Ld. AR) of the assessee submits that assessee-
trust while filing application for approval of fund under section 80G(5) of the
Act, provided all necessary information. The Ld.CIT(E) was issued show cause
notice dated 26.04.2024, which was responded vide reply dated 10.05.2024.
With the reply, the assessee furnished required details. On receipt of such reply

a fresh show cause was issued to the assessee vide notice dated 14.06.2024,
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relevant part of show cause notice is extracted in para-7.2 of impugned order.

In the show cause notice, the Ld.CIT(E) noted that one of the object of

assessee-trust relates to construct and maintain a temple. The assessee could

not reply such notice, the Ld.CIT(E) on the basis of one of the object took his

view that object of assessee is partly religious. The Ld. AR of the assessee

submits that assessee has not incurred any expenses on such religious

activities. Overall object has to be considered while considering the application

for approval fund, particularly in accordance with Rule 11AA of Income Tax

Rules. The Ld. AR of the assessee submits that assessee has a good case on

merit and is likely to succeed if one more opportunity is allowed to explain facts

before Ld.CIT(E).

. On the other hand, Ld. Commissioner of Income-tax-Departmental
Representative (Ld.CIT-DR) for the Revenue supported the order of Ld.CIT(E)

. We have considered the rival contention of both the parties and have gone
through order of Ld.CIT(E) carefully. We find that application of assessee for
approval of fund was rejected by Ld.CIT(E) by noting that one of the object of
assessee-trust is religious in nature. We find that Ld.CIT(E) has not examined
annual account of preceding three years as per clause-(g) of sub-rule-2 of
Rule11AA of the Income tax Rules, 1962. The said sub-clause-(g) of Rule-11AA
to specify that where applicant/trust has been in existence during any year or
prior to financial year in which the application for registration is made, the
assessee is require to file self-certified copy of annual account of trust prior year
or years not more than three years for which, account has been made. In our

view, such rules are framed to give a clear picture of the expenditure of the
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assessee-trust, if any, expenditure is incurred for the object of the trust or if
any expenses within the prescribed limit of not more than @ 5% on religious
activities is incurred or not. We also find that Ld. AR of the assessee fairly
accepted that assessee-trust could not file reply to the show cause notice issued
on 14.06.2024 by Ld. CIT(E). Therefore, in the interest of justice, we deem it
appropriate to restore the matter back to the file of Ld.CIT(E) to reconsider the
application afresh and pass order in accordance with law. Needless to direct that
before passing order afresh, the Ld.CIT(E) shall provide reasonable opportunity
to the assessee. The assessee is also directed to be more vigilant and to make
timely compliance of the notice issued by Ld.CIT(E). With these directions, the

grounds of appeal of assessee is allowed for statistical purposes.

5. In the result, the appeal of the assessee is allowed for statistical purposes.

Order pronounced in the open court on _03/03/2025.
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