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ORDER 
 

PER SATBEER SINGH GODARA, JM 
  

 This assessee’s appeal for assessment year 2021-22, arises 

against the Commissioner of Income Tax (Appeals)/National 

Faceless Appeal Centre [in short, the “CIT(A)/NFAC”], Delhi’s DIN 

and order no. ITBA/NFAC/S/250/2024-25/1073771131(1), dated 

27.02.2025 involving proceedings under section 143(3) of the 

Income-tax Act, 1961 (hereinafter referred to as ‘the Act’). 

 Heard both the parties. Case file perused. 

Assessee by  Sh. Parikshit Aggarwal, CA 

Department by Ms. Ankush Kalra, Sr. DR 

Date of hearing 13.01.2026 

Date of pronouncement 13.01.2026 
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2. It emerges during the course of hearing that the 

assessee/appellant raises his sole substantive grievance in the 

instant appeal challenging both the learned lower authorities’ 

respective findings denying him section 54F deduction of Rs. 

6,53,00,317/-; in assessment order dated 26.12.2022 as upheld in 

the lower appellate discussion; reading as under: 

“The contentions of both the Assessing officer and the appellant assessee resp. 

have been carefully considered and this Appellate authority has noted the 

following points: 

i. The Assessee is an individual, pensioner, sources of income is from house 

property , income from other sources and capital gains, filed its return of 

income for the AY2021-22, declared income of Rs. 6,34,33,580 /- including 

capital gains of Rs. 3,93,46,352/-. The case is selected for scrutiny under 

CASS to verify the claim of deduction u/s 54F of the Act. 

ii. The Assessee is a pensioner and sources of income is from house property , 

income from other sources and capital gains, has claimed large deduction/ 

exemption u/s 54F of the Act of Rs 6,53,00,317/-. Whether the assessee has 

correctly claimed deduction / exemption in the ITR, needed to be verified.  

iii. The AO has issued a notice u/s. 143(2) and 142(1) of the Act and in response 

to notices u/s. 143(2) and 142(1), the assessee submitted adjournment on 

31-8-2022, and in response to notice142(1)dated 20-10-2022, the assessee 

submitted before the AO the details of bank accounts and statements, 

computation of income and requested time 7 days time to submit remaining 

information on 7-11- 2022. In response to notice, the assessee on 1-12-2022, 

submitted details of purchase of agricultural land and payments on 

construction of house and capital gains details and its enclosures. On 7-12-

2022 the assessee requested 3 days adjournment and on 12-12-2022 

assessee submitted reply containing details of FMV of unlisted shares, 

capital gains and sale deeds. on 15-122022, filed details of expenditure on 

construction activity, statement on cost of construction , explanatory note on 

agricultural land. SCN was issued issuedand in response the assessee filed 

written submission on 19-12-2022, submitted written reply on claim of 

deduction / exemption u/s. 54F.  

iv. The Ld AO during the course of assessment proceedings sent various notices 

to the appellant assessee and the appellant assessee took part in the 

assessment proceedings by providing its submissions. 
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v. After considering the submissions of the appellant assessee, the Ld AO went 

ahead and made the addition amounting to Rs 6,53,00,317/- with the said 

claim of deduction u/s 54F of the Act being disallowed. 

vi. The appellant assessee in its submissions states that, “….“The appellant 
had sold a capital asset from which LTCG of Rs. 10,16,58,537 
arose. There is no dispute on this issue. Against this LTCG, 
appellant claimed deduction of Rs. 6.53 crores on account of 
purchase of a plot and then construction of residential property 
thereon. The fact of purchase during the relevant period, 
construction carried out during the relevant period, source of 
such investment and all other conditions for qualifying for 
exemption u/s 54F were fully satisfied, stood accepted by the Ld. 
AO during assessment and hence, are undisputed issues.”  

vii. The appellant assessee states that, the appellant had sold a capital asset ( 

ie: shares of a pvt. Ltd. / unlisted company) from which LTCG of Rs. 

10,16,58,537/- arose. There is allegedly no dispute on this issue. Against 

this LTCG, appellant claimed deduction of Rs. 6.53 crores on account of 

purchase of a plot and then construction of residential property thereon. 

But, then the contentions of the appellant assessee cannot be considered as 

the Assessing officer in its order has clearly stated that, “the 
assessee was asked to give details of agricultural land conversion, 
building plan approvals, copy of construction agreement, payments 
made under construction of house including TDS made u/s194C. The 
assessee in response filed reply on 15-12-2022 and failed to submit 
documents on building plan, conversion of agricultural land, ledger of 
payments for construction and TDS on the same”. Further, the 

appellant assessee has not provided the said documents to the Assessing 

officer and the same have not been provided to this Appellate authority 

either till date. 

viii. The Assessing officer had further mentioned in the assessment order, certain 

points in its order while disallowing the claim of the appellant assesse and 

which are reproduced hereunder: 

“…..i) The assessee has not submitted details/proof of 
construction of residential house and failed by submitting 
the building plan, local authority permissions and 
construction agreement,etc.. 
ii) The assessee submitted construction cost 
statement and invoices, which relates to expenditure on 
construction, however only these submissions cannot 
prove the assessee has build the residential house on 
said land. 

iii) Assessee in his reply stated that the eligibility on 
purchase and construction of residential house as per 
section 54F,however the assessee failed to give 
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explanation on purchase of agricultural land claim on the 
same. Further on construction of the residential house, 
the assessee failed to submit the documentary evidences 
and failed to prove the construction activity on the said 
land purchased. During the assessment proceedings, the 
assessee mainly focussed on claim rather than 
substantiating his claim with documentary evidences …”. 

Thus, it is noted that, the Assessing officer has clearly stated that, 

the assessee was asked to submit the details/proofs of construction 

of residential house and failed by submitting the building plan, local 

authority permissions and construction agreement,etc., but the same 

had been not provided to the Assessing officer during the whole 

assessment proceedings and even to this Appellate authority also 

despite being specifically questioned upon. 

ix. Further, fresh hearing notice u/s. 250 of the Income Tax Act, 1961 were 

issued to the assessee as per the chart mentioned below :- 

Notice to the assesseeDate of hearingRemarks 

01.03.2023 
   

No Reply 

16.01.2025 
 

21.01.2025 Adjournment 

22.01.2025 
 

27.01.2025 Adjournment 

28.01.2025  03.02.2025 Adjournment and 
only part 
submissions 
provided and not 
relevant proof. 

25.02.2025    Certain submissions 
and new photos, 
but not the relevant 
documents and 
details as asked for 
by the AO during 
the assessment 
proceedings 

VC/ Personal 
Hearing 

 
27.02.2025 

VC hearing held at 
12:05 hrs 

  

x. This Appellate authority has provided various opportunities to the appellant 

assessee to provide proofs and documentary evidences in support of its 

contentions, but the appellant assessee did not providesatisfactory / relevant 
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evidences to this Appellate authority till date. The assessee asked for 

adjournments and filed certain details,but not the relevant documents and 

details as asked for by the AO during the assessment proceedings and thus 

it is believed that, the appellant is wasting the time of this Appellate 

authority.Further, despite the hearing opportunity’s, a VC/ personal 

hearing has also been granted to the appellant on 27.02.2025 and no such 

relevant details were filed by him which may prove the findings of the AO 

otherwise. 

  

xi. The appellant assessee provided its submissions dated 25/26.02.2025 in 

which the assessee has stated that,“The photographs of the vicinity 
which provide a clear and visual representation of the factual 
aspects of the case and substantiates the appellant’s contention 
that the investment in the new asset satisfies the conditions 
prescribed under the relevant provisions of the Act, thereby 
lending further credibility to the claim for exemption”. 

  

The appellant assessee has submitted somenew photographs of the 

property just before the VC dated 27.02.2025(ie: such facts which 

were never filed before the AO). Thusevidently the said facts were 

not provided to the Assessing officer during the course of assessment 

proceedings and as also no application forintroducing such 

additional evidences has been filed by the appellant assesseebefore 

this Appellate authority. Further, no such justification or proof has 

been forwarded by the appellant as to why they were not filed before 

the AO during the assessment proceedings or what may have 

prevented him from doingso ? Thus, the said new photo’sare 

notbeing considered as credible proof at this stage are thus not 

accepted. 

  

xii. The appellant assessee has also not provided any completion certificate for 

the said constructed property, no Map of the property constructed is 

provided to this Appellate authority, it is also pertinent to mention here that, 

the appellant assessee/AR during the VC/ personal hearing proceedings on 

27.02.2025 has accepted the fact that, there is no such completion certificate 

and map of the property as the property is said to be situated in a village in 

Delhi. Moreover, no change of land use certificate for construction of a 

residential house on agricultural land has been provided by the appellant 

assessee. 

  

xiii. The appellant assessee has provided only first 3 pages of the purchase 

deedand hence the purchase deed is incomplete. Even from these 3 pages 
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the date of purchase of property is not clear, but the stamp paper shows the 

date as 06.12.2019. 

  

xiv. The glimpse of the purchase deed so provided by the assessee is reproduced 

hereunder: 

  

 

xv. From the aforesaid Purchase deed it is noted that, the appellant assessee 

has purchased 40 ‘biswas’ of agricultural land, which when converted into 

sq. yards is equal to 6000 sq. yardsapprox, But the appellant assessee has 

not provided any proof to show as to how much of this agricultural land has 

been utilized for the purpose of construction of the house by the appellant 

assessee and whereas the full value of the whole of said purchased land has 

been considered for claiming the deduction u/s 54F of the Act against the 

gains made. 

xvi. The Assessing officer in its Assessment order has stated that,“The 
assessee has sold unlisted shares and arrived long term capital gain 
of Rs 10,16,58,537/- , out of the abovecapital gain an amount of Rs 
6,53,00,317/- was claimed as a deduction u/s 54F…”,but the appellant 

assessee has not provided any documentary evidences regarding the shares 

which were sold by the appellant assesseeand receipt of such money. Thus, 

the source of money towards the said purchase of agricultural land and 

construction of house over it amounting to Rs 6,53,00,317/- has not been 

proved /provided by the appellant assesse as such.Whereas, the onus to 

prove the complete facts of the case lies with the appellant assessee and 

whereas he has failed to do so. Merely by relying on certain judicial 

precedents( &which are not having similar facts), the appellant cannot 
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claim a deduction (and which is a special provision), the appellant needs to 

prove the facts of his case beyond doubts and which he fails to do.  

xvii. It is noted from the publicly available documents/ affidavits from the site of 

the CEO, UP that, the appellant assessee has also filed an affidavit on oath/ 

certificate of his Assets and liabilities with Election Commission of India 

while contesting the elections for the MP seat during the LS elections 2024. 

The same is publicly available on the Election Commission of India website 

and is thus a public document. From the said details submitted by the 

assesseeand available on the Election Commission website, this Appellate 

authority has noted that, the appellant assessee is already having 02 houses 

before purchasing this agricultural land in question and constructing a 

house over it for which the assessee has claimed the said deduction u/s 54F 

of the Act for this AY. The relevant portion of the affidavit / certificate is 

reproduced hereunder for reference : 
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xviii. It is clear from the above said publicly document ( anAffidavit on oath) 

that, these above two houses have been purchased by the appellant on 

19/02/1997 & 22/06/2019.But as per the provisions of section 54F of the 

Act, the deduction u/s. 54F of the Act is not available to an individual if he 

owns more than one house other than the house property purchased or 

constructed for which deduction u/s 54F of the Income Tax Act, 1961 is 

being claimed during the AY. 

xix. The provisions of section 54F are reproduced hereunder for reference: 

“…54F. (1) Subject to the provisions of sub-section (4), where, 
in the case of an assessee being an individual or a Hindu 
undivided family, the capital gain arises from the transfer of 
any long-term capital asset, not being a residential house 
(hereafter in this section referred to as the original asset), and 
the assessee has, within a period of one year before or two 
years after the date on which the transfer took place 
purchased, or has within a period of three years after that date 
constructed, one residential house in India (hereafter in this 
section referred to as the new asset), the capital gain shall be 
dealt with in accordance with the following provisions of this 
section, that is to say,— 

(a) if the cost of the new asset is not less than the net 
consideration in respect of the original asset, the whole of 
such capital gain shall not be charged under section 45 ; 

(b) if the cost of the new asset is less than the net 
consideration in respect of the original asset, so much of 
the capital gain as bears to the whole of the capital gain 
the same proportion as the cost of the new asset bears to 
the net consideration, shall not be charged under section 
45: 

Provided that nothing contained in this sub-section 
shall apply where— 

 (a) the assessee,— 

(i) owns more than one residential house, other 
than the new asset, on the date of transfer of the 
original asset; or 
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(ii) purchases any residential house, other than the 
new asset, within a period of one year after the date 
of transfer of the original asset; or 

(iii) constructs any residential house, other than the 
new asset, within a period of three years after the 
date of transfer of the original asset; and 

(b) the income from such residential house, other than the 
one residential house owned on the date of transfer of 
the original asset, is chargeable under the head "Income 
from house property":…”. 

  

xx. Further, the income / gain that, arose to the appellant on selling unlisted 

shares and thereafter arriving at a long term capital gain of Rs 

10,16,58,537/-, out of the said capital gain an amount of Rs 6,53,00,317/- 

was claimed as a deduction u/s 54F of the Act. Such claim of deduction are 

clearly special claims and are subject to being granted by the AO after he is 

satisfied that, the claim is fair & proper and supported by valid documentary 

evidence and facts. However, the appellant has not filed proper & complete 

documents to support its claim for said deduction during the assessment / 

appellate proceedings and the facts also show that, the claim is also not 

legally valid as the appellant already owns 02 houses as declared by him in 

his Election affidavit/ certificate and the appellant has not been able to 

prove the facts otherwise w.r.t. the ownership of the said 02 houses. Thus, 

the findings of the AO are found to be correct in addition to the findings of 

this Appellate authority. 

In the light of above discussed facts and circumstances at point 
no.-(i) to (xx) in this case of the appellant assessee, this Appellate 
authority does not find substance in the contentions of the 
appellant assesse.The facts of the case show that, the claim of 
deduction is not only incorrect, but also not legally 
invalid.Consequently, the addition made by the Assessing officer 
amounting to Rs 6,53,00,317/- disallowing claim of deduction u/s 
54F of the Act is found to be correct and thus UPHELD. The grounds 
no.-2&3 are not allowed. Further, the grounds no.-1 & 4 are general 
and hence not adjudicated upon further. 
  

In the result, the appeal is NOT ALLOWED.” 

  

This is what leaves the assessee aggrieved. 
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3. The Revenue in turn vehemently submits both the learned 

lower authorities above extracted detailed findings inter alia 

denying the assessee’s section 54F deduction claim for the reason 

that he had failed to prove his construction even much less a legal 

one on the plot in question. And that the CIT(A) has further found 

him to have declared more than the specified number of the 

residential house(s) in the affidavit filed before the Election 

Commission.  

4. All these Revenue’s vehement contentions failed to evoke our 

concurrence. We notice from a perusal of the case records that the 

assessee has attached the purchase deed (pages 42 to 44) of the 

immovable property in question followed by all the relevant bills of 

construction and other labour expenses (pages 294 to 297), copy 

of invoices of property tax issued by the municipal corporation 

thereby treating the property in question as a residential one (page 

298) and electricity connections/consumptions details to name a 

few clinching supportive documents. So far as the assessee’s 

affidavit filed before the Election Commission is concerned, he 

appears to have declared only single residential property “Flat No. 

24, Venture Lofts, 15 high street, Purley, where as his wife/spouse 
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had disclosed house/khasra no. 239, 273, village Asola, New Delhi 

in her name. The learned CIT(A) appears to have included the 

assessee’s wife declaration in his name which has gone unrebutted 

from the Revenue side. We thus conclude in this factual backdrop 

that the assessee is very much entitled for claiming the impugned 

section 54F deduction which is hereby allowed in very terms. Both 

the learned lower authorities’ respective impugned findings are 

reversed therefore.  

5. This assessee’s appeal is allowed. 

Order pronounced in the open court on 13th January, 2026 

 Sd/- Sd/- 
(AMITABH SHUKLA)  (SATBEER SINGH GODARA) 

ACCOUNTANT MEMBER  JUDICIAL MEMBER 
 

Dated: 27th February, 2026. 
RK/- 
Copy forwarded to:  

1. Appellant 

2. Respondent 

3. CIT     

4. CIT(A)    
5.  DR   

  Asst. Registrar, ITAT, New Delhi 

 

 

 
 

 

 

 

 

 
 

 

 

 

 


