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Fresh scrutiny not permissible after assessment completed on
modified return

Citation - Bajaj Electricals Ltd. v. ACIT, Bombay High Court, decided on 16 December 2025.
[2025] 181 taxmann.com 921 (Bom)

Background

The Bombay High Court has recently examined the scope of the Assessing Officer's powers to
initiate multiple rounds of scrutiny for the same assessment year where an assessee has
undergone court-approved corporate restructuring and has filed a modified return of income
under section 170A of the Income-tax Act, 1961 (“the Act").

The assessee, Bajaj Electricals Ltd., was involved in a composite restructuring, comprising:

e Demerger of its Power Transmission and Power Distribution business to BAJEL Projects
Ltd., approved by the NCLT with an appointed date of 1 April 2022 and effective date of 1
September 2023; and

e Amalgamation of Nirlep Appliances Private Limited (NAPL) with the assessee, approved
by the NCLT on 1 March 2024.

For Assessment Year (AY) 2023-24, the assessee:
e Filed its original return under section 139(1) based on standalone financials;
* Filed a revised return post-demerger; and
e Filed a modified return under section 170A to give effect to the amalgamation while
assessment proceedings were pending.

The Assessing Officer ("AO") conducted scrutiny, issued notices under sections 143(2) and
142(1), raised detailed queries (including on the amalgamation, revised computations, and
carry-forward of losses under section 72A), and ultimately passed a final assessment order
dated 26 March 2025.

Subsequently, the AO issued fresh notices under sections 143(2) and 142(1) for the same
assessment year, seeking to scrutinise the income again on the basis of the modified return
filed under section 170A.



Manohar Chowdhry & Associates

CHARTERED ACCOUNTANTS

Issue Before the Court

Whether, after completing a scrutiny assessment upon examination of the revised and
modified returns (including a section 170A return), the Assessing Officer can initiate a fresh
round of scrutiny for the same assessment year on identical facts?

Ruling of the Bombay High Court

The Bombay High Court granted ad-interim relief to the assessee and held, prima facie, as
follows:
e The assessment had already been completed after due examination of all relevant
returns, including the modified return filed under section 170A.
e During the original scrutiny, the AO had specifically examined the tax implications of the
amalgamation, revised computations, and set-off of losses.
e Once the assessment order was passed, the AO became functus officio in respect of
scrutiny proceedings for that assessment year.
e [ssuance of fresh notices under sections 143(2) and 142(1) on the same material and facts
amounted to an impermissible second scrutiny.
* Accordingly, the AO lacked jurisdiction to issue the impugned notices.

The Court restrained the Revenue from taking any steps pursuant to the impugned notices,
including passing a fresh assessment order.

MCA Analysis & Comments

This ruling affirms that where a modified return is filed under section 170A pursuant to a
court-approved amalgamation or demerger, and the Assessing Officer completes scrutiny
after examining such modified return, the same assessment year cannot be subjected to a
second round of scrutiny on identical facts or material.

Once a scrutiny assessment is concluded after due consideration of all relevant returns,
disclosures, and restructuring-related implications, the Assessing Officer becomes functus
officio and is divested of jurisdiction to revisit the same issues by issuing fresh notices under
sections 143(2) or 142(1).
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The decision reinforces the legislative intent underlying section 170A(2), which mandates that
where assessment proceedings are pending as on the date of furnishing a modified return,
the Assessing Officer must complete the assessment in accordance with the NCLT-approved
scheme and the modified return through a single, consolidated assessment order.

While the judgment provides certainty against repetitive scrutiny proceedings, it does not
curtail the Revenue's statutory powers of reassessment, rectification, or revision, which may
still be invoked subject to fulfilment of prescribed conditions and the existence of fresh
tangible material.

From a compliance perspective, taxpayers undergoing court-approved amalgamations,
demergers, or similar restructurings should ensure timely filing of the modified return of
income under section 170A immediately upon the scheme becoming effective. It is critical
that the modified return comprehensively reflects all tax implications arising from the
restructuring, including revised computation of income, carry-forward and set-off of losses
and unabsorbed depreciation, MAT/AMT positions, and any consequential disclosures in the
tax audit report. Where assessment proceedings are pending, taxpayers should formally
intimate the Assessing Officer of the filing of the modified return and request that the
assessment be completed in accordance with section 170A(2). Maintaining robust
documentation evidencing that the modified return and restructuring implications were fully
examined during the original scrutiny is essential to safeguard against jurisdictionally
impermissible repeat proceedings.

Do write to us on dtgtc@mca.co.in if you have any queries relating to this tax alert.

Only for information and knowledge dissemination.



