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    IN THE INCOME TAX APPELLATE TRIBUNAL 

CHANDIGARH BENCHES, CHANDIGARH 

 

 
BEFORE SHRI BHAVNESH SAINI, JUDICIAL MEMBER  

AND Ms. ANNAPURNA GUPTA, ACOCUNTANT MEMBER 

 
 

       ITA No. 987/CHD/2016 

Assessment year:  2012-13 

 

 

M/s Shree Dhanwantri Herbals  Vs. The DCIT, Circle,  

Baddi, Distt. Solan H.P.    Parwanoo, H.P. 

 

 (Appellant)      (Respondent) 

 

 

Appellant By  :  Sh. Puneet Gupta 

Respondent By  :  Sh. Manjit Singh 

 

Date of hearing       :   08.12.2016 

Date of Pronouncement  :    16.12.2016 
 

 

ORDER 

 

 

PER ANNAPURNA GUPTA, AM 

 

  

The appeal filed by the assessee is directed against the order of 

Ld. CIT(A), Shimla dated 29.7.2016 for assessment year 2012-13. 

 

2. The assessee has raised the following grounds:- 

1. That Ld. CIT(A) is wrong in disallowing the 

benefit of substantial expansion u/s 80IC(2) and 

confirming the deduction u/s 80IC only to the extent 

of 25% as against 100% by holding that benefit of 

substantial expansion is allowable only to the 

undertaking which were existing as on 07.01.2003. 
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2. In view of above & such other grounds, which 

may be taken at the time of hearing, the appeal 

may please be allowed and justice rendered.  

 

3 .  Br ief  facts  re la t ing  to  the  case  are  that  assessee  f i rm der ives  

income from  manufactur ing  and  sale  o f  herbal  medicines  and  has  

a  uni t  a t  Kishanpura ,  Baddi  which  was  e l ig ib le  for  deduct ion  u /s  

80IC of  the  Act .  The  assessee  had commenced  i t s  operat ion  in  the  

sa id  uni t  on  25 .07.2005 and  the  in i t ia l  assessment  year  for  

c la iming  of  deduct ion  u /s  80IC of  the  Act  was  assessment  year  

2006-07.  The assessee  had  a l ready c la imed  deduct ion  u /s  80IC of  

the  Act  to  the  extent  of  100% of  the  e l ig ib le  prof i t s  fo r  5  years  

per iod  f rom assessment  years  2006-07  to  AY 2010-11 .  During  the  

impugned assessment  year ,  the  assessee   f i rm had again  c la imed 

100% deduct ion  on  i t s  e l ig ib le  prof i t s  on  account  of  subs tant ia l  

expansion under taken  by i t  in  f inancia l  year  2010-11  per ta in ing 

to  assessment  year  2011-12.  The  Assess ing o ff icer  held  that  s ince 

the  assessee  had c la imed  100% deduct ion  u /s  80IC fo r  the  f i rs t  

f ive  years ,  i t  was  ent i t led  to  c la im deduct ion  u /s  80IC of  the  Act  

only @ 25% from the  s ix th  year  onwards .  Afte r  deta i led  

d iscuss ion in  the  assessment  order ,  the  Assess ing  off i cer  

res t r ic ted  the  c la im of  deduct ion  u /s  80IC @  25% as  agains t  

100% cla imed by the  assessee .  

4 .  The  mat te r  was  carr ied  in  appeal  before  the  Ld .  CIT(A)  who,  

v ide  h is  order  dated  29.7 .2016,  upheld  the  o rder  of  the  Assess ing 

of f icer  fo l lowing the  decis ion  o f  ITAT Chandigarh  Bench  of  the  
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Tribunal  in  the  case  of  M/s  Hycron  Elect ronics  Vs .  ITO in  ITA 

No.  798/Chd/2012  and other  re la ted  cases ,  dated  27 .5 .2015.   

5 .  Aggrieved  by the  same,  the  assessee  has  come up  in  appeal  

before  us .  During  the  course  of  arguments ,  i t  was  fa i r ly conceded 

by the  Ld .  Counsel  fo r  the  assessee  that  i ssue  i s  covered  agains t  

the  assessee  by the  decis ion  of  the  Chandigarh  Bench  of  the  ITAT 

in  the  case  of  M/s  Hycron Elect ronics  Vs .  ITO (supra) .  

6 .  We f ind  no inf i rmi ty in  the  order  of  the   Ld .  CIT(A) in  

res t r ic t ing  the  c la im of  deduct ion  u /s  80IC of  the  Act  to  25% of  

the  e l ig ib le  p rof i t s .   Undoubtedly the  e l ig ib le  uni t  of  the  assessee  

was  se t  up  and commenced  product ion  on  25.07 .2005, i .e  af te r  

sect ion  80IC was  brought  on  the  s ta tu te  v ide  Finance  Act ,2003 

w.e . f .  1 .4 .2004,and   had  a l ready c la imed  AY 2006-07 as  i t s  

in i t ia l  assessment  year ,   thus  c la iming  100% deduct ion  of  i t s  

prof i t s  for  the  f i rs t  f ive  years  beginning  therefrom.   I t  i s  on   

account  of  subs tant ia l  expansion  under taken  by i t  in  AY 2011-12 

that  i t  has  t reated  the  same as  i t s  in i t ia l  assessment  year  and  

c la imed  deduct ion  @ 100% of  i t s  pro f i t s  in  the  impugned  year  

.We f ind  that   the  ITAT,  Chandigarh  Bench   in  the  case  of  M/s  

Hycron  Elect ronics  Vs .  ITO (supra) ,has  deal t  wi th  an  ident ical  

i ssue  and  af te r   e laborate ly d iscuss ing   the  p rovisions  of  sect ion  

80  IC ,   held  that   the  benef i t  o f  deduct ion  u /s  80IC of  the  Act  @ 

100%  was  avai lable  to  new uni ts ,  only on   the  se t t ing  up of  the  

uni t  and  not  on  account  o f  subs tant ia l  expansion under taken  by i t .   

I t   was  fur ther  held   that  there  can  be only one in i t ia l  assessment  
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year  for   c la iming  100% deduct ion  of  prof i t s  therefrom , fo r  the  

purpose  of  sect ion  80  IC of  the  Act  and  that  in   any case  the  

benef i t  of  100% deduct ion ,  for  uni ts  se t  up  in  speci f ied  a reas   in  

the  s ta te  o f  Himachal  Pradesh,  cannot  be  c la imed  beyond  the  

per iod  of  5  years .   In  v iew of  the  same,  we  uphold  the  order  of  

the  Ld .  CIT(A)  res t r i c t ing  the  deduct ion  c la imed   u /s  80IC of  the  

Act ,  to  the  extent  of  25% of  the  e l ig ib le  prof i t s .  

 The grounds  o f  appeal  ra ised  by the  assessee  a re  d ismissed.  

7 .  In  the  resul t ,  the  appeal  of  the  assessee  i s  d ismissed .   

Order Pronounced in the Open Court.  

    Sd/-       Sd/- 

 (BHAVNESH SAINI)       (ANNAPURNA GUPTA)    

JUDICIAL MEMBER          ACCOUNTANT  MEMBER 

  

Dated :  16
th

  December, 2016 

Rkk 
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