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The Law on Search & 
Seizure Assessments 

As in-depth Analysis 
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Objective of the session : 
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TO UNDERSTAND  

1. Basics of Search & Seizure ɬ Meaning,  Legislative Evolution  

2. When Can Search and Seizure be Conducted 

3. Who are the Prescribed Authority and its Power  

4. What Can you do at the time of Search   

5. What is Appraisal Repot, Centralization of Cases? 

6. Detail Analysis of Section 153A , 153B & 153C 

7. Practical tips post search 
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What is Search & Seizure ï The Basics 

ÇSearch means ñnot looking for something which is produced or Open but which 

is hidden, concealed or not obviousò. The word  has varied meanings and it 

should be given the general meanings óto look forô or óto seekô which are well 

known meaning attributable to the word (Haji  Assainar vs ITO,  1968) 

ÇóSeizureò means the authority to take possession of records etc outside the 

possession of the person. It is thus an expression which implies a forcible exaction 

or taking possession. 
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Legislative evolution  of the power  

 Finance Act 1956 to grant powers of search & seizure to the Authorities; section 37(2) of Income 
Tax Act, 1922 was inserted 

 

 The introduced provision continued, till  sec 30 of the Finance Act 1964 replaced section 132 by a 
completely new elaborately provision. This became necessary as the then existing provisions in sec 
37(2) of the  Income Tax Act 1922 were struck down being violative of Articles 14 and 19(1)(g) of 
the Constitution 

 

 For the first time an order u/s 132 (1) could be issued only if  ñreason to  believeò existed that 
books of account or documents were not produced by the person concerned in response to 
statutory notices issued 

 

 The Search and seizure powers were extended further by amendments brought out in 1965 and 
1975, allowing Commissioners to authorize searches to be done outside his jurisdiction and 
constructive possession 
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 When can search and seizure be conducted 

 

VSection 132(1) of the Income Tax explains the situations where search and seizure 

can be  conducted 

  

 

VAs per the provision, the authorized officer who is empowered by the Board has 

in his possession any information through which he has reason to believe of 

prescribed situations. 

 

VAct prescribes three situations wherein search can be conducted 
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When can search and seizure be conducted 

Three Situations 
Where Search Is 

Warranted  

Non-compliance of  

S-131/142(1) 

Contemplated 

Non-compliance of  

S-131/142(1) 

Possession of 
Undisclosed Assets 
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What does  óinformationô and Reason to 
believe really mean? 

For taking action u/s 132 there are two main conditions precedents 
 

ü Firstly, the competent authority must have information in its possession. 
 

ü Secondly, on the basis of the said information, it must have reason to believe that 

the conditions as stipulated in sub-clause (a), (b) and (c) of section 132(1) exist 
 

Definition of óInformationô and óreason to believeô  is not defined under the I.T. Act. 

In common parlance we can understood both the terms as under:  
 

ü The dictionary defines information to be óintelligence given, knowledge, an 

accusation given to a  Magistrate or a courtô. 
 

ü The word óreasonô means cause or justification and the word óbelieveô means to 

accept as true or to have  faith in it. The belief must be genuine and not a mere 

pretense and has to be held in ógood faithô and not a óreason to suspectô 
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Can anyone issue search and seizure  orders? 

Authority  & Powers 
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Who authorises the search?   

  

Direct General 
 

Director 

Chief Commissioner 
 

     Commissioner  

Joint Commissioner 

   Addl. Commissioner 
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What are their powers ? 

  

ü Enter and search any building, place, vessel, vehicle or  aircraft where he has reason to suspect 

that such books of  accounts, other documents, money, assets kept 
 

ü Break open the lock of any door, box, locker, safe, almirah or  other receptacle for exercising the 

powers conferred by  clause (i) above where the keys thereof are not available 

 

ü Search any person who has got out of, or  is about to  get into, or is in the building, place, vessel, 

vehicle or  aircraft, if  the authorized officer has reason to suspect that such person has secreted 

about his person any such books of  account, other documents, money, bullion, jewellery or other  

valuable article or thing 

 

ü Make a note or an inventory of any such money, bullion,  jewellery or other valuable article or thing 
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What are their powers ? 

  

ü Require any person who is found to be in possession or control  of any books of account or other 

documents maintained in  the form of electronic records, to afford the necessary facility  to the 

authorized officer to inspect all such books of account  or other documents. 

 

ü Seize any such books of account, other documents, money,  bullion, jewellery or other valuable article 

or thing found as a  result of such search.  

 

ü However, the authorized officer shall  have no powers to seize any bullion, jewellery or other  

valuable article or thing being stock-in-trade of the business  found as a result of search. He shall 

make a note or inventory  of such stock-in- trade of business. 

 

ü Place marks of identification on any books of account or  other documents or make or cause to be 

made extracts or  copies therefrom. 

12 



What can you do during a Search &  Seizure 

operation? (1/3) 

  

V Verify that the warrant has been properly signed and stamped and verify the identity of  each member of the search party  

 

V In certain cases a personal search of each member of  the search party can be done if  the assesse fears óplanting' 
 

V Two witnesses can be had by  the assesse, to observe the search 

V You may call your legal counsel during the course of the search. The assessee may also call  a medical practitioner for 

medical issues 

V Fully cooperate with the Income Tax authorities and provide them access to computer records. Explain facts and 

circumstances to the Authorised Officer 
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What can you do during a Search &  Seizure 
operation? (2/3) 

  

V Do NOT sign a statement which you have not given 

 

VWhere the assesse are not sure of any particular fact or detail, explain to the officer that you are unsure and 

will  go through documents and details and then get back 
 

V Check Panchnama and assets found and seized details   

 

V The Officer asks óDo you have anything to sayô as the last question. Here the assesse may explain all 

challenges posed by the search party to him and if  his requests were denied 
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What can you do during a Search & Seizure 
operation ? (3/3)- What cannot be seized 
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Á Immoveable assets 
 

Á Stock held in business (even if its jewellery or valuables) 
 

Á Assets(and cash) disclosed in Income Tax Returns and Wealth Tax Returns  
 

Á Assets as per books of account 
 

Á Cash for which explanation can be provided to the satisfaction of Authorised Officer 
 

Á Gold upto 500 gm per married woman, 250 gm per unmarried woman and 100 gm per male member of  

family in absence of books of accounts and records  

 



APPRAISAL REPORT 
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 APPRAISAL REPORT- Internal  document : 

 

  

Conducting Directorate (Inv) prepares an appraisal report and forwards it to the A.O. 

The Appraisal Report contains indicative details such as: 

üFindings of search for premises and person covered u/s 132 and 133A of the Act, 

ü Inventory of books of accounts/documents etc., found / seized.  

üAnalysis of seized/impounded  materials etc., analysis of computer data backup, core documents if  any 

üDeciphering of incriminating material seized 

üDetails of undisclosed income, assets and summary of important statements recorded 

üThe appraisal report shall also suggest the A.O. line of investigation, possibility of launching  prosecution 

proceedings against the assessee and suggestions to the A.O. to duly consider the  findings for tax evasion 

elaborated in the report while framing the assessment orders u/s 153A of  the Act. 
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CENTRALIZATION  OF SEARCH CASES 
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Centralization  

  

 

 ÇAll  search cases are generally centralized in central circle(CC). 

 

ÇExceptions to the above:  Heavy work load at CC,  low investigation potential, low tax impact. 
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Process of Centralization 

 

  

 

 

Add. DIT( Inv ) 
submits 

proposal for 
centralization to 

DIT( Inv ) 

DIT (Inv ) forward 
proposal to 

  

ȹÈȺɯ""(3ɀÚɤ#&(3ɀÚɯÈÕËɯ
"(3ɀÚɯÍÙÖÔɯÞÏÖÚÌɯ

region the cases are 
proposed to be 

transferred out and  

 

 

ȹÉȺɯ""(3ɀÚɤ#&(3ɀÚɯÈÕËɯ
"(3ɀÚɯÐÕɯÞÏÖÚÌɯ

region/charge the cases 
are proposed to be 

centralized. 

Opportunity is given 
to the searched 
person to place 

objection to 
centralization  

Transferor CIT should, 
keeping in view the 
relevant statutory 
provisions and the 
views taken by the 

Courts in various cases, 
pass suitable order 
under section 127.  

Transfer all records to 
the office CCIT where 
case centralized after 
giving valid reason to 
the searched person 

why case is transferred 
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Valid condition for transfer of Jurisdiction?  

ü Detailed and coordinated investigation wont 

be a sufficient cause. 

 

 

ü Administrative convenience wonôt be a 

sufficient cause  

Å Shivajirao Angre v CIT [158 ITR 162 (MP] 

Å Vijayasenthi  Investments Private Limited v/s  
Chief CIT [187 ITR 405 (AP) 

Å Sapatagiri Enterprises v CIT [189 ITR 705 
(AP)] 

 

 

Å Power Controls v CIT [241 ITR 807 (Del)] 

Reason  
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Judgements   



SECTION  
153A 
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Salient Features of 153A 
 

V Non-obstante clause- Overrides sections 139, 147, 148, 149, 151 and 153 

 

V AO shall issue notice to the person searched to file Return of Income for six Assessment Years (and for 

the relevant assessment year or years*) immediately preceding the year in which the search is conducted 

 

V AO to assess/ reassess total income for six assessment years (and for the relevant  assessment year or 

years*) 

 

V Assessment/ reassessment in relation to any assessment year 

 

Á falling within the period of such six assessment years, (and for the relevant assessment year or years*) 

 

Á pending on the date of initiation of search shall abate 
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Salient Features of 153A 
 

 
V Sec. 153A contemplates issue of notice for 6 years (and for the relevant assessment  year or years*) 

preceding the search but not for the year of search or requisition  

 

V No return is required to be filed for the year of search u/s 153A. Only regular return u/s139 is to be filed.  

 

Question: 

What if  the assessee is not liable to file return of income for the seventh year? 

 

V Save as otherwise provided in this section, sec. 153B and sec. 153C, all other provisions  of this Act shall 

apply to the assessment made under this section; 

 

V Assessment or reassessment made in respect of an assessment year under this section, the tax shall be 

chargeable at the rate or rates as applicable to such assessment  year. 
 

 

*  Inserted by Finance Act, 2017, i.e. 1-4-2017 
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V Notice under the said section can be issued for an assessment year or years beyond the sixth assessment year 
already provided up to relevant assessment year or years ifð 

 

a. The AO has in his possession BOA or other documents or evidence which reveal that the income, 
represented in the form of assets, which has escaped assessment amounts to or likely to amount to Rs.50 
Lacs or more 

b. The search u/s 132 is initiated or requisition u/s 132A is made on or after 1.4.2017 

 

ñAssetò include Immovable property being land or building or both, shares and securities, loans and advances, 
deposits in bank account 
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Salient Features of 153A 
 



 

ñRelevant assessment yearò shall mean  

V an assessment year preceding the assessment year relevant to the previous year in which search is conducted 
or requisition is made 

 

V which falls beyond six assessment years but not later than ten assessment years from the end of the 
assessment year relevant to the previous year in which search is conducted or requisition is made 
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Salient Features of 153A 
 



Time line up till when notice under section 153A can 
be issued 

 

Assess or reassess the total income of six A.Ys. immediately preceding the A.Y. relevant to the previous 

year in which such search is conducted or requisition is made 
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AY 2014-15 

153A 

AY 2015-16 

153A 

AY 2016-17 

153A 

AY 2017-18 

153A 

AY 2018-19 

153A 

AY 2019-20 

153A 

AY 2020-21 

143(3) 

Year of 
Search 

Six A.Y.s 

Immediately 
Preceding A.Y.   



Time line up till when notice under section 153A can 
be issued for relevant years 

A.Y. preceding the A.Y. relevant to the previous year in which search is conducted or requisition is made 

which falls beyond six A.Y. but not later than ten assessment years from the end of the A.Y. relevant to the 

previous year in which search is conducted or requisition is made 
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AY 2011-
12 

153A 

AY 2012-
13 

153A 

AY 2013-
14 

153A 

AY 2014-
15 

153A 

AY 2015-
16 

153A 

AY 2016-
17 

153A 

AY 2017-
18 

153A 

AY 2018-
19 

153A 

AY 2019-
20 

153A 

AY 2020-
21 

143(3) 

Year of 
Search 

Relevant AYs 



Abated and Non abated Years 

Categorization of years at the time 
of search 

Abated Years 

Proceeding is pending 

143(2) issued and order not yet 
passed Notice u/s 143(2) could 
be issued  

Concluded Years/Non-abated 
years  

Proceeding is not pending 

Assessment order passed 

Date of issue of 143(2) has 
been lapsed  
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Appellate, Revisionary 

and Rectification 

Proceedings shall 

continue 



Examples 

Question   Answer  
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Å Return of Income filed by the  assessee ï return 

yet to be processed u/s.  143(1) ïTime limit for 

issue of notice u/s.  143(2) not expired. 

 

Å Return of Income filed by the assessee ï  return 

processed and intimation issued  u/s. 143(1) ï

Time limit for issue of  notice u/s. 143(2) not 

expired. 

 

 

Abated year 

Time limit for notice u/s. 143(2) has not  expired 

and notice could be issued. 

 



Question   Answer  
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Assessment u/s. 143(3) completed 

 

Non Abated year 

 

Since regular assessment proceedings have  been 

completed & are not pending, there  would be no 

abatement of proceedings. 

 

Examples 



Question   Answer  
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Return of Income filed by the assessee.  Intimation 

passed or not u/s. 143(1) and  time limit  for issue 

of notice u/s. 143(2)  has expired. 

 

Non Abated year 

 

Return of Income of the assessee shall be  treated 

as having being accepted and attained  finality. 

 

Examples 



Question   Answer  
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Notice u/s. 143(2) issued and assessment  pending 

u/s. 143(3) 

 

Abated year 

 

Pending regular assessment proceedings  would 

abate and would converge / merge in  proceedings 

u/s. 153A. 

 

Examples 



Question   Answer  
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Proceedings u/s. 147 pending where: 

(a)Assessment originally completed  u/s.  143(3); 

OR 

(b) No assessment earlier completed u/s. 143(3) 

 

Abated year 

 

Pending assessment/ reassessment proceedings  

u/s.147 would abate and would converge /  merge 

in proceedings u/s. 153A 

 

Examples 



 

ü Search is not looking for something which is produced or Open but which is hidden, concealed 

or not obvious 

 

ü If any material which is hidden, concealed or not obvious found during the search will be 

considered as material found during the search  

 

ü Any material which is found during the search incriminates or suggests that the person are 

responsible for something bad is considered as incriminating material   

 

ü Thus, if material which is on record and found during the search action will not be considered 

as incriminating material found during the search action 
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CONCEPT OF INCRIMINATING MATERIAL  



CONCEPT OF INCRIMINATING MATERIAL  

 

ü Return of income  

 

ü Annual Accounts i.e. Trial Balance, Profit and Loss Account, Balance Sheet which was already filed 

PCIT (Central) ï 2 v. Index Securities (P.) Ltd. [2017] 86 taxmann.com 84 (Delhi HC) 

 

ü Entries recorded in the books of account 

   M/s. Balachamundeswari Cotton Company vs ACIT, Central Circle Vijayawada (ITA 569 to 
571/Vizag/2014 (Visakhapatnam ITAT) 

 

ü Mere Statements given at the time of search can not be considered as Incriminating Material with having 
linkage with Incriminating material 

Commissioner of Income-tax vs Harjeev Aggarwal (70 taxmann.com 95) 

 

What is not an Incriminating Material? 
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CONCEPT OF INCRIMINATING MATERIAL  

 

ü Disclosure made in the statement under duress cannot be considered as incriminating material 

(Shri Basant Bansal vs. ACIT (ITAT Jaipur) 

 

ü Statement and material gathered in post search enquires cannot be considered as Incriminating Material 

Moon Beverages Ltd. v. ACIT (Honôble Delhi ITAT) 

  

  

 

What is not an Incriminating Material?  
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No Incriminating material no addition can be 
made in abated year 
 

ü Section 153A of the Act is titled ñAssessment in case of search or requisition. It is connected to section 132 

which deals with 'search and seizure'. Both these provisions, therefore, have to be read together  

 

ü Section 153A is indeed an extremely potent power which enables the Revenue to re- open at least six years 

of assessments earlier to the year of search. It is not to be exercised lightly. It is only if  during the course of 

search under section 132 incriminating  

 

ü Material justifying the re-opening of the assessments for six previous years is found that the invocation of 

section 153A qua each of the AYs would be justified 

 

ü If  no incriminating material is found during the course of search, assessment u/s 153A of the Act is not only 

erroneous, it also serves no purpose 
 

ü We can say that without having incriminating material, AO does not possess jurisdiction on Assessee  
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No Incriminating material no addition can be made 
in abated year 
 

ü In case of completed assessment i.e. abated years, assessment u/s 153A of the Act is to be made on the basis 

of Incriminating Material only. 

Å All  Cargo Global Logistics Ltd vs. DIT  - Bombay High Court 

Å CIT (Central) v/s. Murli  Agro Products Ltd ï Bombay High Court 

Å CIT (Central)-III  v/s. Kabul Chawla ï Delhi High Court 

Å Principal Commissioner of Income-tax, Central -2 vs. Meeta Gutgutia- Delhi High Court (Revenueôs 

SLP dismissed by Honôble Supreme Court) 
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Principal Commissioner of Income-tax, Central -2 
vs Meeta Gutgutia- 395 ITR 526 

FACTS OF THE CASE 

 

Å Company was engaged in the business of flowers, decoration and events management. A search operation was 
conducted on 23-12-2005 on the  company. A number of documents were seized apart from cash, jewellery 
and valuables.  
 

Å The revenue claimed that the documents seized pertained to the period 2002 to 2005 
 

Å The company made a disclosure of Rs. 110 lakhs on account of change in the method of accounting of 
franchisee fees and undisclosed franchisee fees 
 

Å Department extrapolate and stated that the number of outlets for which franchisee fee was received must have 
more or less remained the same in all A.Y.s from 2001-02 to 2006-07 and estimated the undisclosed income at 
a certain percentage of the amount of disclosure made by the assessee. 
 

Å Officer noticed that in the preceding years, a substantial amount was claimed on account of franchisee 
Commission to various parties, and the addresses of the franchisees were not revealed. Consequently, the 
amount of the franchisee commission claimed by the assessee in each of the years was added back to the 
income  
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Finding 
Á It appears that the seized cash was added to the income during the year of search and not in relation to any of 

the other assessment years i.e., assessment years 2000-01 to 2004-05 
 

Á The documents as stated by the revenue stated to pertain to assessment years 2003-04, 2005-06, 2004-05, and 
2006-07 respectively have neither been described as such or in any detail by the revenue either in these 
appeals 
 

Á They have not been referred to or discussed in any of the orders of the AO or the Commissioner (Appeals) 
 

Á Although it was repeatedly urged by that there were 'hundreds of seized documents', what is necessary to 
examine is whether they were in fact 'incriminating documents'. Each and every document cannot be and is in 
fact not an incriminating document 

 

Á The legal position, as will  be discussed shortly, is that there can be no addition made for a particular 
assessment year without there being an incriminating material qua that assessment year which would justify 
such an addition 
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Principal Commissioner of Income-tax, Central -2 
vs Meeta Gutgutia- 395 ITR 526 



Finding 
Á The Court is unable to accept the submissions of revenue that there was incriminating material other 

than what has been discussed in the orders of the AO, Commissioner (Appeals) and the Tribunal for the 
assessment years in question 

 

Á The estimated additions made by the AO were unsustainable in law as they were based on a 
misconception and not correlate with the factual position of the relevant previous years as well as on the 
suspicion that the assessee must have earned undisclosed income during the year under appeal 

 

Á Therefore, the mere fact there may have been documents pertaining to the above assessment years does 
not satisfy the requirement of law that there must be incriminating material  

 

Á It would be wrong on the part of the revenue to characterize the statement made u/s 133 as by itself an 
incriminating material that could be used for making additions in all the assessment years in question 
apart from the year of search 
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Three possible circumstances that emerge on the 
date of initiation of search u/s 132 (1)  

43 

Sr. No. Situation  Year Remarks 

A Proceedings are pending Abated AO can make an additions on 

any issue  

B Proceedings are not pending but some 

incriminating material found in the course 

of search indicating undisclosed income 

and/or assets 

Non Abated AO can make an additions on 

the basis of incriminating 

material only.  

C Proceedings are not pending and no 

incriminating material has been found 

Non Abated 

 

No additions can be made  



Revival of Abated Proceedings 

Revival 

Notice u/s 153A 

Assessee files Writ petition  
against notice in High Court  

HC Annuls 153A Proceedings 

Order u/s 153A 

Assessee files appeal against 
Order  

Appellate Authority Annuls 
153A Proceedings  
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Order of Revival shall cease to have effect if 
order of annulment is set aside 



 
AO not required to issue notice u/s 153A  
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ÁRule 112F - Assessing Officer shall not be required to issue notice for 
assessment or  reassessment of the total income for six assessment years 
immediately preceding the  A.Y. 

 

ÁThe aforesaid rule was introduced with a view to reduce infructuous and 
unnecessary  proceedings under the Income Tax Act, 1961 in cases where a 
search is conducted u/s  132 or requisition made u/s 132A and cash or other 
assets are seized during the  election period, generally on a single 
warrant, and no evidence is available, or  investigation required, for any 
assessment year other than the assessment year relevant  to the previous year 
in which search is conducted or requisition is made. 
 



SECTION  
153C 
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Salient Features of 153C  
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 Where the AO (searched personôs AO) is satisfied that  

Vany money, bullion, jewellery or other valuable article, documents seized 

 

Vbelongs to a person other than the person referred to u/s 153A, 

 

V the same  shall be handed over to the AO (assesseeôs AO) having jurisdiction over such other person; and 

 

V that AO (assesseeôs AO) shall issue notice and assess or reassess the  income of the other person in accordance 

with the provisions of section 153A, if, that AO (assesseeôs AO) is  satisfied that the books of account or 

documents or assets seized or requisitioned have a  bearing on the determination of the total income of such 

other person (assessee) (for six assessment  years immediately preceding the assessment year relevant to the 

previous year in which search is conducted or requisition is made. 

 



Salient Features of 153C 
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Following points emerge:- 

ü Both the Assessing Officer i.e. the AO of the original assesse and AO issuing notice u/s. 153C has to place his 

satisfaction. 
 

ü Such satisfaction should be expressive and a speaking one. 

 

ü Assessing Officer should demonstrate that the seized books of accounts/documents/assets have any impact on 

determination of total income of such other person 
 

ü Satisfaction shall be given for each assessment year of such other person proposed u/s  153C 



Abatement of Proceeding 
153A vs 153C 
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153A 

ü All  the assessments/ re-assessments pending on the date of initiation of search u/s132 and making requisition 

u/s 153C shall be abate 

153C 

ü All  the assessments/ re-assessments pending on the date of receiving of seized material by the AO (assesseeôs 

AO) shall be abate. 

ü Thus, if  any assessment/reassessment finalized between the date of initiation of search and receiving of 

seized material will  not be disturbed and the same shall NOT ABATE   

 



Incriminating Material 

ü Incriminating material which was seized had to pertain to the assessment years in question 

 

ü This requirement u/s 153C is essential for assessment under that provision 

 

ü Thus, only those assessments can be done wherein the department has found incriminating 

Material 

 

ü The above law has been upheld by Honôble Apex Court  in the case of Commissioner of 

Income-tax-III,  Pune vs Sinhgad Technical Education Society (84 taxmann.com 290)  
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Assessment of year of Search ï 153C 
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Searched Documents received 
by Jurisdictional AO  

After the due date to 
furnish ITR of search year 

Before the due date to 
furnish ITR of search year 

No return 
filed  

Assessment 
order 

passed 

Return finished but 
no notice u/s 143(2) 
served and date of 

issue 143(2 

Assessment 
u/s 153C  

Assessment 
u/s 143(3) 



SECTION  
153B/D 
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Section 153B 
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Time limit for completion of assessment u/s153A/153C: 
 

Á153(A): In case of person searched: 

Á(a) 21 months* from the end of the financial year in which last of the authorization for search  

u/s 132 or requisition u/s 132A was executed. 

Similar time limit shall apply in respect of the year of search also. 
 

Á153(C): In case of any other person: 

As provided in (a) supra or 9 months from the end of the F.Y. in which BOA or documents or  

assets seized/requisitioned are handed over to the AO having jurisdiction over such person; 

whichever is later. 
 

*18 months from 1st  day of April, 2018 (FY 2018-19) 

*12 months from 1st  day of April, 2019 (FY 2019-20) 
 

Eg. For AY 2017-18 (FY 2016-17) ï Dec 2018 (21 months) 

For AY 2018-19 (FY 2017-18) ï Oct 2019 (18 months) 

 For AY 2019-20 (FY 2018-19) ï March 2020 (12 months) 
 

ÁIf  it involves TP (transfer pricing), than time limit  increases by one year. 
 

ÁThe period of limitation of 21/ 18/ 12 months to start from the last panchnama drawn. 



 Section 153B : 
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ÁThis section also provides certain exclusions while computing the period of  limitation for 

completion of assessment or reassessment.(eg: application made  before settlement 

commission, application made before AAR, .) 

 

ÁIf after exclusion, the period of limitation available to the Assessing Officer for  making an 

order of assessment or reassessment, is less than sixty days, such  remaining period shall be 

extended to sixty days. 

 

 

 

 

ÁNo AO below the rank of JCIT can pass the Order except with the prior approval of  JCIT 

  
 
 
Section 153D : 
 



Other 
Discussion 
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Section 292C Inserted by Finance  Act, 2007 
w.r.e.f. 01/10/1975 in chapter XXIII.  

  

Presumptions:  

V Presumption is applicable in any proceeding of the Act if  any books of accounts, other documents, 

money, bullion, jewellery or  other valuable article or thing are found in search. The presumptions are as 

under 
 

V The above are belong or belongs to person having possession    
 

V The contents is correct and true 
 

V That the signature and every other part of such books of account and  other documents purport to be in 

the handwriting of any particular person or which may reasonably be assumed to have been signed by,  

or to be in the handwriting of, any particular personôs handwriting.  
 

V In the case of a document stamped, executed or attested, that it was  duly stamped and executed or 

attested by the person by whom it  purports to have been so executed or attested. 
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Instruction  1916 dated 15.05.1994 

üAs per the said Instruction Gold upto 500 gm per married woman, 250 gm per 

unmarried woman and 100 gm per male member of  family in absence of books of 

accounts and records cannot be seized.  
 

üThere are various case law which states that if  the jewellery in the form of 

ñStreedhanò which was received on the occasion of marriage and other festive 

occasions by the assessee and cannot be considered as un-explained jewellery. The 

judgements on this line are as under:   

ÁCIT vs Satya Narain Patni (Rajasthan High Court ) 

ÁAshok Chadha vs ITO (Delhi High Court) 

ÁShri Ashok Jain Vs ACIT (Mumbai ITAT)  

ÁVibhu Aggarwal vs DCIT (Delhi ITAT) 
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Instruction  1916 dated 15.05.1994 

Smt. Rashmi Mujumdar  Vs DCIT  (Indore ITA)   
 

Held 
 

ü It is possible that the word silver utensils were not included in the CBDT 

instructions because at that point of time silver utensils were not coming under the 

category of capital assets 
 

ü In our considered view Ld. CIT(A) ought to have taken a liberal approach by giving 

the benefit to the assessee for the value of gold jewellery and value of silver utensils 

held by her, within the monetary limit  of value as on the date of search of the gold 

jewellery ornaments and permitted to be held, as provided in the CBDT Instruction 

No.1916 dated 11.5.1994 
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 Methods of additions on seized papers 

PEAK CREDIT  THEORY  
 

VApplied when there are unexplained credit and debit entries 
 

VCan be extended to cases where the credit appears not in the same account but in  accounts of 

different person. 
 

VThe basic idea behind the peak credit theory is to avoid double addition and to bring  only the 

actual income of the assessee to suffer tax, where there are large number of  unexplained credit 

and debit entries 
 

EXTRAPOLOATION  OF INCOME   
 

VAO can decimal numbers written on seized papers are in óLakhsô and óCroreô on the basis of 

corroborative evidences 
 

VUnaccounted sales found in one year can be based for additions in other years on the basis of 

evidences 

VRemarks of KG considered as Cash. Mark of ó#ô considered as cash 

 

 



Methods of additions on the basis of seized papers 

GROSS PROFIT RATIO   

If  Seized material shows unaccounted purchase and sales for a particular business, additions can be 

based on GP ratio method 
 

ASSUMPTION OF INVLOVEMENT  OF CASH 

If  particular transaction have two value and either of the one is recorded in books the additions can 

be based that other entry is cash entry (corroborative evidence is required)  
 

ROTATION  OF MONEY    

If  it is proved that money has been routed from cash to bank the same can be added 

 

TELESCOPY OF INCOME  

Given benefit of addition of income to other entries i.e.  Additions for gross profits can be given 

credit against unapproved cash credits or unexplained expenditure or investment with similar set offs 

between additions and such practice is known as telescoping  

 

 

 



Case Studies 
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Whether new claim can be made u/s 153A? 

PCIT vs. JSW Steel Ltd  (Bombay High Court)  

Facts of the case 

ÅWhere assessee filed original return under section 139 and while assessment was pending, 

assessee again in response to notice under section 153A filed another return making a new claim 

for treating gain on pre-payment of deferred VAT/sales tax on Net Present Value (NPV) basis as 

capital receipt. 

Held 

Å Since assessment got abated, it was open for assessee to lodge a new claim in a proceeding 

under section 153A(1) which was not claimed in his regular return of income, thus, impugned 

order of AO rejecting such claim of assessee was unjustified. 
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If  search happens in case of assessee, the AO cannot 
initiate proceedings u/s 153A if incriminating material is 
found during search of other person? 

Trilok  Chand Chaudhary vs. ACIT  (ITAT  Delhi) 

Facts of the case 

Á Search was conducted in the premised of Mr A and warrant issued in his name 
 

Á A separate warrant of search was also issued on Mr B 
 

Á Some incriminating material was found in the possession of Mr B which shows that  documents 

have a  bearing on the determination of the total income of Mr A 
 

Á The income was added in the hand of Mr A u/s 153A of the Act 
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If  search happens in case of assessee, the AO cannot 
initiate proceedings u/s 153A if incriminating material is 
found during search of other person? 

Trilok  Chand Chaudhary vs. ACIT  (ITAT  Delhi) 

Held 

Å The Act has separate provisions for making assessment in case of material found in the course of 

search from premises of assessee (s. 153A) as well as material found in course of search at 

premises of third party (S. 153C) 

 

Å  Even if search happens in case of assessee, the AO cannot initiate proceedings u/s 153A if 

incriminating material is found during search of other person. 

 

Å Proceedings should be initiated u/s 153C and failure to do so renders the addition in the s. 153A 

assessment void-ab-initio (Vinod Kumar Gupta 165 DTR 409 (Del) distinguished) 
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If  search happens in case of assessee, the AO cannot 
initiate proceedings u/s 153A if incriminating material is 
found during search of other person? 

Trilok  Chand Chaudhary vs. ACIT  (ITAT  Delhi) 

Held 

Å In the case of Vinod Kumar Gupta the Honôble High Court held that as search and seizure was 

conducted through one authorization, there was no requirement of issuing separate notice under 

section 153C of the Act and following separate procedure under section 153C of the Act 

 

Å But in the instant case, separate search warrant has been issued in the case of the assessee as well 

in the case of Mr B and the Assessing Officer has used the material found in the course of search 

at the premise of Mr B, which is not permitted in view of the express provision of the law 
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All proceedings of search u/s 132, notice and 
assessment u/s 153C on the assessee are void ab-initio 
in case of  Amalgamated entity?  

CIT vs. Indu Surveyors & Loss Assessors Pvt. Ltd (Delhi High Court) 
 

Facts of the case 

Å Notice u/s 153C was issued on Amalgamating Company after amalgamation  

Å The Assessee has intimated to AO that the the company has already amalgamated   

 

Held  

Å If  the assessee stands amalgamated with another Co, it ceases to exists and all proceedings of 
search u/s 132, notice and assessment u/s 153C on the assessee are a nullity and void ab initio 
 

Å The High Court, in the said decision has invalidated the assessment proceedings against the 
Assessee in those cases which, on account of having merged with another entity with effect 
from a date anterior to the search, also no longer existed on the date of search, on the date of the 
issue of notice and consequent assessment order passed under Section 153C of the Act 
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Whether 143(2) is required to be issued? 

Sumanlata Bansal vs. ACIT (ITAT Mumbai) (Third Member)  

Facts of  the case 

ÅThe assessee is an individual doing business of dealing in shares and securities and 

also Director in the company. A search action was carried out in the premises of 

the said company, but no incriminating material was found. The assessee took a 

legal plea challenging the validity of the assessment orders on the ground that the 

notices u/s 143(2) of the Act were not issued to the assessee by the AO before 

passing the Assessment Orders. 

 

Held 

ÅThere is no requirement to issue a notice u/s 143(2) before making an assessment 

u/s 153A 
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If  documents seized do not belong to searched person, 
provisions of section 153C do not get attracted? 

Pepsico India Holdings Private Limited vs ACIT (Delhi High Court)  
 

Facts of the case 

ÅA search and seizure operation under section 132(1) was conducted on the Jaipuria 
Group during which certain documents 'belonging' to the petitioner were found. 
 

ÅConsequently, the AO of the Jaipuria Group prepared a satisfaction note to the effect 
that the documents mentioned therein belonged to the petitioner. Three kinds of 
documents were mentioned in satisfaction note: 

a) First were the photocopies of Cumulative Redeemable Preference Shares 
purchased by the petitioner 

b) The second set of documents were unsigned cheques found in the cheque books 
of the Jaipuria Group companies, which had been written in favour of the 
petitioner 

c) The third document was a photocopy of a supply and loan agreement 
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ÅThereafter, the Assessing Officer issued notices to the petitioner under section 

153C seeking to reopen the assessments of the petitioner for the assessment years 

2006-07 to 2011-12 and to follow the procedure prescribed under section 153A 

and order passed under section 153C. 

Held   

Å153C cannot be invoked unless the AO is satisfied for cogent reasons that the 

seized documents do not belong to the searched person. Finding of photocopies 

with the searched person does not mean they "belong" to the person holding the 

originals. The distinction between "belongs to" and "relates to" or "refers to" must 

be borne in mind by the AO 
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If  documents seized do not belong to searched person, 
provisions of section 153C do not get attracted? 



Law on recording of satisfaction by the AO and limitation 
period  

 

Held 

ÅDuring course of search in cases of another person certain documents belonging to 
assessee-company were seized and a notice under section 153C was issued to 
assessee to file return for assessment years 2003-04 to 2008-09. Subsequently, 
assessment order was passed. 
 

Å It was found that assessee's Assessing Officer had recorded satisfaction on 5-7-2010 
and notice under section 153C was issued on 6-7-2010 which fell in assessment year 
2011-12.  

 
 
 

 

Held 
 

ÅTherefore, notice under section 153C issued by Assessing Officer for assessment 
years 2003-04 and 2004-05 was clearly barred by time limitation and the assessment 
completed pursuant to said notice were quashed for assessment years 2003-04 and 
2004-05 
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Determining of Time Limit 

JCIT  vs. M/s Surya Vinayak Industries Ltd  (ITAT  Delhi) 
 

Facts of the case 
Å Search & seizure operation was conducted u/s 132 of the Act on 21.03.2007 wherein the certain 

jewellery  were seized. 
 

ÅRestraint order was passed on 22.03.2007. 
 

Å The said order was revoked on 15.05.2007, no material was seized rather the jewellary already seized 
on 22.03.2007 was released    
 

Å The AO framed the assessment u/s 153A r.w.s. 143(3) of the Act on 31.12.2009  
 

Å It was submitted that on 15.05.2007 practically no fresh search took place because nothing was seized 
except one part of jewellary which was valued on 21.03.2007 and all other jewellaries which were 
earlier seized were released.  
 

Å Therefore, practically the search was concluded on 22.03.2007 when the Panchnama was drawn and 
therefore as per the provision of section 153B the time limit  to pass order u/s 153A was 31.12.2008 
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Determining of Time Limit 

Held 
ÅThe legal position emerges that if  all actions of search are completed and 

nothing is left to be done by the search party then, the action of the authorized 
officer u/s 132(3) would be illegal and consequently any panchnama prepared 
on the date of lifting the order u/s 132(3) would be of no consequence for the 
purpose of computing the limitation period u/s 153B 
 

ÅThe ITAT held that when we examine the facts of the present case, we find 
that in all the cases before us assessments u/s 153A and 153C have been 
framed in pursuance to search made on 21/3/2007 and concluded on 
23/3/2007 on the authorization dated 20.3.2007. Thereafter no search relating 
to the aforesaid assessee was made, only prohibitory orders have been 
revoked that too relating to assets of which inventory was already made on 
21/3/2007. Thus, the assessments in question were required to be framed by 
31/12/2008 while the same have been framed in December, 2009. 
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Practical Tips 
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Practical Tips for post search proceedings  
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ÅSystematically arrange and make analysis of all the seized documents 
 

ÅSort the documents assessee wise, assessment year wise and premises wise 
 

ÅSort the documents having financial relevance and financially irrelevant 
 

ÅIf  the documents are financially relevant, ascertain how they are explainable 
vis-a-vis books of  accounts or other details available with the Income Tax 
Department or are found / seized from the  premises searched or surveyed 
 

ÅSee if  the explanation is available about all the records available with the 
Income tax department. 
 

ÅMake a record of centralized cases 



Practical Tips for post search proceedings  
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ÅReturn of income u/s153A should be filed judiciously after consideration of 
records and material lying with income tax department. 

 

ÅWhere any undisclosed income is offered in the return filed u/s153A then the 
expenditure incurred  to earn that income may also be claimed 

 

ÅFile returns under protest if  required notices are not properly issued & 
challenge the validity of  proceedings at the time of Assessments itself 

 

ÅSuo moto prepared basic sets for all the assessee under security 

 

ÅPrepare submission on hand related to incriminating material 



Thank You 
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