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IL&EFS’s e-way arm
gets ok cr tax relief

Tribunal Dismisses Enhancement, Merits Of
Addition, Assessment Reopening By I-T Dept

Sidhartha@timesgroup.com

New Delhi: The Income Tax
Appellate Tribunal (ITAT)
has given a Rs 16,000-crore re-
lief to the beleaguered IL&FS
arm Noida Toll Bridge Com-
pany — the special purpose
vehicle thatbuiltand runs the
Delhi-Noida Direct Flyway —
dismissing the enhancement,
merits of addition and reope-
ning of the assessment by the
tax department.

The demand of Rs 7,983
crore, and an equal amount
of penalty, pertained to as-
sessment years 2006-07 to
2011-12. While the original
assessment order was issu-
ed on December 31, 2008, re-
assessment proceedings to
disallow amortisation of in-
terest on zero coupon bonds
were initiated on March 28,
2013, which the tribunal sa-
id happened “beyond four
years”. It said that for as-
sessment year 2004-05, the
issue of amortisation of in-
terest was decided in favour
of the company.

Noida Toll Bridge Com-
pany had also challenged
the enhancement of the as-
sessment by the commissio-
ner of income tax on three
counts — arrear of designa-
ted return (around Rs 180
crore), lease of land treated
as revenue subsidy (Rs 1,730
crore) and disallowance of
depreciation (around Rs 16
crore). The tribunal conclu-
ded that the commissioner
(appeals) cannot “make an
enhancementbyexploringa
new source of income” if
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the assessing officer has not
assessed any income.

“... the assessing officer
has never considered the
threeissuesmentioned here-
in on which the CIA(A) has
made enhancement, nor we-
retheyapartof thereturnof
income. Therefore, in our
considered view, the enhan-
cement is bad in law,” the tri-
bunal said inan order.

It then went on to dismiss
the basis on which the com-
missioner (appeals) enhan-
ced the assessment. The com-
missioner held that the com-
pany was entitled to a return
of 20% from the government,
which was based on a report
by the chartered accountant.
Notingthat the certificate do-
es not entitle the company to
areturnof 20% of the project
cost, the tribunal noted that
the commissioner (appeals)
had “completely misunders-
tood the entire arrange-
ment” between Noida and
IL&FS and dismissed the ad-
dition of Rs180crore.

The commissioner (appe-
als) had also enhanced the
assessment by Rs 1,730 crore
by concluding that the land
was transferred to the Noida
Toll Bridge Company witho-
ut any consideration to com-
mercially exploit and this
was not disclosed in the bo-
oks. After arriving at the
market value of theland, the
remaining amount was ta-
ken to be compensation fora
possible shortfall in revenue
and treated asrevenue subsi-
dy for which the enhance-
ment was made. “The lands
were given on lease and, the-
refore, there is no question
of ownershipbeing transfer-
red to the assessee and there-
fore, there is no question of
any addition on this acco-
unt,” the tribunal ruled.

It also dismissed the dis-
allowance of depreciation,
concluding that no capital
subsidy is involved since a
part of the land with the
company was treated as ca-
pital receipt.
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