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Other mode of recovery of demand
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How to respond to Income Tax Demand
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Course of action after Assessment
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Section 154 (1) With a view to rectify any mistake apparent from record

an Income Tax Authority referred under section 116 may

 (a) Amend any order passed by it

 (b) Amend intimation or deemed intimation under section 143(1)

 (c) Amend intimation under section 200A(1)

 (d) Amend any intimation under sub-section (1) of section 206CB.

Note: Income Tax Authority referred u/s 116 (does not include Tribunal)

may amend any ORDER passed by it or Intimation under section 143(1) or

200A(1) if found any MISTAKE APPARENT FROM RECORD.
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An income-tax authority, is empowered 

(suo moto or on application by assessee) to 

 (a) rectify any mistake

apparent in an order passed

by him; or

 (b) amend any intimation

issued u/s 143(1) or deemed

intimation

 (c) amend any intimation

issued u/s 200A(1) or

206CB(1).
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Mistake apparent from Record
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Mistake apparent from Record

3/16/2021 CMA, Niranjan Swain, Advocate & Tax 
Consultants: reached at: 
nswain2008@ymail.com

27



Mistake apparent from Record

 Note 1 – Order does not necessarily means original order, it include amended

order and rectified order. [Hind Wire Industries Ltd. V CIT (1995) 212 ITR 639 SC]

 Note 2 – Obvious mistake of law cannot be rectified under section 154, while

mistake of fact apparent from record can be rectified. [Venkatachalam (M.K.) ITO V

Bombay Dying & Mfg Co.Ltd 1958 34 ITR 143 SC, AIR 1958 SC 875, 1959 SCR 703]

 Note 3 – Records must show that there has been an error and that error may be

rectified; Reference of documents outside the record and the law is impermissible

when applying the provisions of section 154. [CIT V Keshri Metal Pvt Ltd. (1999) 237

ITR 165 SC]

 Note 4 – Mistake means commission that is not designed and which is obvious and

something which has no two opinions or which is debatable. [CIT V Lakshmi Prasad

Lahkar (1996) 220 ITR 100 (GAU)]
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Mistake apparent from Record

 4. ITAT can make rectification subject to the provisions of Section 254(2)

 5. Where an assessment order not in tuned with the law laid down by a binding

precedent, it would amount to an error apparent on the record for the purpose of

invoking rectification under section 154. [Hindustan Lever Limited Vs JCIT

(Calcutta High Court)]

 6. Addition of debatable nature cannot be subject of Section 154 rectification.

[ACIT Vs Shri Punit J. Patel (ITAT Mumbai)]

 7. Notice Mandatory to Pass Rectification Order U/s. 154 [Aparna Ashram Vs.

ADIT(E) (ITAT Delhi)]

 8. Section 154 AO cannot refuse rectification for mistake attributed to assessee
[ACIT Vs Rupam Impex (ITAT Ahmedabad)
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Action of the Assessing Officer on Rectification
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Mistake Apparent from Record

The meaning of “Mistake” from the perspective of section 154 is as follows:

❖ Mistake includes any arithmetical & clerical errors/mistakes

❖ Misreading a clear provision of the Income Tax Act

❖ Applying an inapplicable provision of the act

❖ Non-following a decision of Jurisdictional High court

❖ Erroneous application of a provision of the act

❖ Overlooking a non-discretionary but mandatory provision

 Some examples related to these above-mentioned mistakes are:

❖ Mismatch in Advance Tax.

❖ Gender specified incorrectly.

❖ Mismatch in tax credit.

❖ At the time of filing additional details were not submitted for capital gains.
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OTHER RELEVANT JUDGEMENTS:

 1. When mistake apparent from record is bought to the notice of Assessing

Officer, he is mandatorily bound to pass such order. [ Hirday Narain (L) V ITO

(1970) 78 ITR 26 (SC)]

 2. The power to rectify the error must extend to the elimination of error,

may be the error may be such as to go to the root of order and its elimination

may result in the whole order falling to the [Blue Star Engineering Co. (Bombay)

Pvt. Ltd V CIT (1969) 73 ITR 283]

 3. Subsequent interpretation of law by Supreme Court would constitute as

Mistake Apparent from Record. [ Seshvatram (B V K) V CIT (1994) 210 ITR 633

AP
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Time limit for Rectification [Sec.154(7)]

 Within 4 years from the end of the financial
year in which the order sought to be
amended was passed.

 However, in respect of an application made
by the assessee or deductor or collector,
the authority shall, within a period of 6
months from the end of the month in which
the application is received by it, pass an
order –

❖ a. making the amendment; or
❖ b. refusing to allow the claim.
(CBDT CIRCULAR NO. 14/2001 Dated- 9-11-2001)
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Rectification of Error – Few Judiciary Pronouncements

 The word 'order' in expression 'from the date of the order sought to be

amended' in section 154(7) includes amended or rectified order. Therefore,

where original assessment was subsequently rectified, a second application

for rectification made within four years from date of rectificatory order was

valid. Hind Wire Industries Ltd. v. Commissioner of Income-tax [1995] 80

Taxman 79 (SC)/[1995] 212 ITR 639 (SC)/[1995] 124 CTR 219 (SC)

 Limitation period is applicable only to making of order and not issue of
demand notice. – S.T.Telu v. CIT (1958) 33 ITR 463 (Mad)

3/16/2021 CMA, Niranjan Swain, Advocate & Tax 
Consultants: reached at: 
nswain2008@ymail.com

34



Rectification of Error – Few Judiciary Pronouncements

 The period of limitation of four years for purpose of section 154(7)

would start from date of fresh assessment and not from date of initial

assessment and, therefore, rectification made was not barred by

limitation. Rectification order passed within period of limitation for

giving effect to law laid down by Supreme Court subsequently, was

perfectly proper exercise of power. Southern Industrial Corpn. Ltd. v.

Commissioner of Income-tax [2003] 126 TAXMAN 170 (Madras)

 Merely because appeal or revision of assessment order was pending,

there was no embargo on power of amendment / rectification, as matter

did not assume character of a subjudice matter. Piramal Investment

Opportunities Fund v. Assistant Commissioner of Income-tax, Mumbai.

[2019] 111 taxmann.com 5 (Bombay).
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Rectification of Error – Few Judiciary Pronouncements

❑Where Assessing Officer failed to apply binding precedent that blending of

tea leaves was not manufacturing or production activity and had wrongly

allowed deduction under section 80-I, same being an error apparent on face

of record, assessment order was to be rectified. Hindustan Lever Ltd. v. Joint

Commissioner of Income-tax, Special Range-2, Calcutta.

 Settlement Commission cannot reopen its concluded proceedings by invoking

section 154 so as to levy interest under section 234B - Brij Lal v.

Commissioner of Income-tax, Jalandhar[2010] 194 Taxman 566 (SC)/[2010]

328 ITR 477 (SC)/[2010] 235 CTR 417 (SC)
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Rectification of Error – Few Judiciary Pronouncements

❑ Rectification petition under section 154 is not obligatory on the part of

Assessing Officer if clear data is not available. – Anchor Processing (P) Ltd v. CIT,

1986 161 ITR 159 (SC)

 If an error creeps in in an order due to uploading of return or software, it is an

error apparent from record and can be rectified u/s 154 – Zentech Offshore Eng.

(P) Ltd v. CIT, (2017 ) 82 taxmann.com 71 (Mum)

 Order of assessment is not only mean as record, butit comprises of all

proceedings on which assessment order is based upon - Maharana Mills (P.) Ltd.

v. Income-tax Officer, [1959] 36 ITR 350 (SC).
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Rectification of Error – Few Judiciary Pronouncements

Writ petition to quash a notice under section 154 without exhausting such
remedies is not maintainenable - V. K Construction Works Ltd v. CIT (1995) 215
ITR 26 ( P&H).

 In terms of provisions of Explanation 1(ii) to section 153, period of limitation
for assessment can be stayed only by an order or injunction of any Court and
as soon as said order or injunction of Court is vacated, period of limitation shall
re-start even though order vacating injunction is not communicated to
department - Commissioner of Income-tax-1, Agra v. Chandra Bhan Bansal -
[2014] 46 taxmann.com 108 (Allahabad)/[2014] 226 Taxman 421
(Allahabad)/[2015] 273 CTR 450 (Allahabad)
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Rectification of Mistake

 Order of Rectification [Section 154(4)]:
❖ An order of rectification shall be passed in writing by the income-tax authority concerned.
❖ Refusal to make rectification shall also require an order under this section.
 Refund to be given in case Rectification results into Reduction of Assessment [Sec-154(5)]:
❖ AO shall make any refund which may be due to such assessee or deductor or collector.

Notice of Demand to be issued in case Rectification results in to Enhancing the Assessment,
etc. [Section 154(6)]:

❖ If rectification has the effect of enhancing the assessment or reducing a refund already
made or otherwise increasing the liability of the assessee or the deductor or the collector,
the AO shall serve on the assessee or the deductor or the collector, as the case may be, a
notice of demand in the prescribed form specifying the sum payable.

❖ such notice of demand shall be deemed to be issued u/s 156 and the provisions of the
Income-tax Act shall apply accordingly.
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Q&A
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