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SAKTIJIT DEY, JM.  

1. This appeal by the department is directed against order dated 08/07/2014 of ld. Commissioner of 
Income-tax( A), Hyderabad for AY 2011-12. 

2. The only issue raised in the aforesaid appeal is in relation to the determination of Fair Market Value 
(FMV) of the property sold by assessee for the purpose of computing long term capital gain (LTCG). 

3. Briefly the facts are, assessee an individual filed her return of income for the AY under consideration 
on 30/07/2011 declaring total income of Rs. 1,57,08,480 which included income from LTCG and income 
from other sources towards interest received. In course of assessment proceeding, AO noticed that 
assessee during the relevant PY has sold property consisting building and land admeasuring 9650 sq.ft. 
at Door No. 27, Killpauk Garden Road, Chennai for a total consideration of Rs. 6,75,00,000. Since the 
property was acquired by assessee prior to 01/04/81 for the purpose of computing capital gain, assessee 
had adopted FMV of the land as on 01/04/81 at Rs. 17 lakhs per ground (1 ground admeasures 2400 
sq.ft.) and considered the same for computing cost of acquisition of 9650 sq.ft. of land at Rs. 68,38,417. 
On the basis of the cost of acquisition as above, assessee arrived at the indexed cost of acquisition of 
land at Rs. 4,85,99,813 while computing the capital gain. For verifying the genuineness of assessee’s 
claim of FMV, AO in exercise of power conferred u/s 133(6) of the Act, called for information from the 
Sub- Registrar Office (SRO), Chennai to furnish the guide line value of the land as on 01/04/81 as per the 



basic value register maintained by the SRO. As stated by AO, SRO vide reply dated 26/02/14 stated that 
guide line value of the land at Kilpauk Garden Road, Chennai was Rs. 40,000 per ground as on 
0104/1981. On the basis of the information obtained from the SRO, AO issued a show cause notice to 
assessee to explain why FMV of the land as on 01/04/1981 should not be adopted at Rs. 40,000. 
Though, assessee objected to adoption of FMV of the land at Rs. 40,000 per ground and justified 
adoption FMV of Rs. 17 lakhs per ground by her and for that purpose she relied upon certain decisions 
of ITAT, Hyderabad benches as well as Hon’ble AP High Court, but, AO was not convinced with the 
explanation of assessee. As it appears, assessee also submitted before AO that the cost of land of FMV 
adopted by assessee is reasonable considering various locational advantages of the property. She also 
stated a neighbor wanted to buy the property for consideration of Rs. 14 lakhs per ground. In support of 
her claim, assessee also submitted valuation report by a registered valuer estimating the value of land as 
on 01/04/81 at Rs. 15,60,000 per ground. AO, however, held that the value of land situated at Kilpauk 
Garden Road, Chennai cannot be decided on the basis of FMV of property at Hyderabad. As far as 
assessee’s claim of locational advantages of the property, AO observed that keeping that in view the 
SRO has fixed guideline value. As far as assessee’s reliance upon letter of Neighbor Shri P.N. Nayar, AO 
refused to accept the same by stating that there was no actual transaction made by the said Neighbor. 
AO also rejected the valuation report of the registered valuer by observing that registered valuer has not 
disclosed in the valuation report the informations gathered as a result of enquiry on the basis of which 
he has adopted FMV. Thus, after rejecting all contentions of assessee, AO relying upon the information 
obtained from the SRO adopted the FMV of the land as on 01/04/81 at Rs. 40,000 per ground and 
ultimately, on that basis determined LTCG at Rs. 6,29,10,170. Being aggrieved of such determination of 
LTCG, assessee preferred appeal before ld. CIT(A). 

4. In course of hearing of appeal before ld. CIT(A), the primary contention of assessee was that solely on 
the basis of the guideline value fixed by SRO FMV of property cannot be determined. In this context, 
assessee relied upon a number of decisions of ITAT, Hyderabad Benches and Hon’ble AP High Court as 
well as decisions of ITAT, Chennai Benches and Hon’ble Madras High Court. Further, for justifying the 
adoption of FMV at Rs. 17 lakhs per ground, assessee brought to the notice of ld. CIT(A), FMV of 
properties located at different places of Hyderabad by as determined by ITAT.  

5. Ld. CIT(A) after considering the submissions of assessee in the light of decisions relied upon held that 
solely relying upon the guideline value of SRO, FMV of land cannot be determined. Having held so, ld. 
CIT(A) proceeded to determine the FMV of the property. Though, he took notice of the valuation report 
of the registered valuer, but, he opined that the FMV adopted by registered valuer also cannot be 
accepted as he has not brought any comparable case to justify the FMV fixed by him. Ld. CIT(A) 
thereafter relying upon certain instances of FMV adopted by the appellate authorities in case of 
property sold at Hyderabad, ultimately, held that the FMV of the property sold by assessee as on 
01/04/81 can be reasonably fixed at Rs. 15 lakh per ground. Accordingly, he directed AO to determine 
capital gain.  

6. Ld. DR relying upon a decision of the Hon’ble Madras high Court in case of CIT Vs. J.V.K. Rao, [2002] 
258 ITR 0090 submitted, SRO guideline value can be considered as one of the factor for determining the 
FMV. Ld. DR submitted, on the basis of FMV adopted for properties located at Hyderabad, ld. CIT(A) 



cannot determine the FMV of a property situated at Kilpauk Garden, Chennai. Thus, it was submitted by 
ld. DR as none of the authorities have properly determined FMV of the property, the matter may be 
remitted to AO for determining the FMV of property after proper enquiry.  

7. Ld. AR, on the other hand, strongly supporting the finding of ld. CIT(A) submitted before us, not only 
different benches of ITAT, but also different High Courts have held that SRO guideline value cannot be 
adopted for the purpose of determining FMV. Ld. AR referring to the decision of ITAT, Hyderabad in case 
of Ashven Datla Vs. ITO, ITA No. 107/Hyd/10, dated 29th October, 2010 and in case of ACIT Vs. Shri O.V. 
Ramana Reddy, HUF, ITA No. 1670/Hyd/2011, dated 25/10/13 submitted, SRO guideline value cannot be 
adopted as FMV as it has no nexus with the actual FMV. Ld. AR submitted, different appellate 
authorities including ITAT in a number of instances of sale of properties at different locations in 
Hyderabad have enhanced the FMV ranging from 31.25 times to 94 times of SRO rate. In this context, he 
referred to the list containing the value of FMV property located at Hyderabad as extracted in the order 
of ld. CIT(A). It was submitted by ld. AR, irrespective of the fact whether the property is situated at 
Hyderabad or Chennai, difference between FMV adopted by appellate authorities and SRO guideline 
value can be considered as an indicator to determine the value of the property sold by assessee. It was 
submitted, ld. CIT(A) having considered the aforesaid parameters determined the FMV of the property 
at Rs. 15 lakh per ground as on 01/04/81, there is no reason to interfere with the same.  

8. We have considered the submissions of the parties and perused the material on record as well as 
orders of revenue authorities. As could be seen, property sold by assessee is at Kilpauk garden, Chennai. 
While AO on the basis of information obtained from the SRO, Periamet, Chennai adopted guideline 
value of land at Kilpauk Garden Rod, stood at Rs. 40,000 per ground as on 01/04/81, assessee has 
adopted rate of Rs. 17 lakhs per ground. To substantiate, its claim assessee has relied upon a valuation 
report of registered valuer and letter from a person claimed to be the neighbor of assessee. However, 
much importance cannot be attached to these two evidences because as rightly pointed out by AO, the 
price offered by neighbor, ultimately has not resulted in a final sale transaction. Similarly, as far as the 
report of registered valuer is concerned, ld. CIT(A) himself has found that the value adopted by him is 
not on any reasonable basis. As could be seen from the order of ld. CIT(A), he has adopted the value of 
the property at Rs. 15 lakhs per ground by relying upon FMV adopted by appellate authorities in respect 
of instances of sale of property at different places of Hyderabad. However, in our view, FMV determined 
in case of properties located at Hyderabad cannot form the basis for determining the FMV of property 
situated at Kilpauk, Garden Road, Chennai not only because of their geographical location but also 
various other factors which will not be similar for both the places. Therefore, without bringing 
comparable instances of sale either at Kilpauk Garden or even in near by area, FMV of the property sold 
by assessee cannot be determined. It is also pertinent to mention here that though ld. CIT(A) has 
rejected the valuation report of the registered valuer by observing that FMV determined by him is 
without any reasonable basis as he has not brought any comparable cases to substantiate the FMV 
adopted by him, but, ultimately, ld. CIT(A) has himself estimated the value of the property at Rs. 15 
lakhs per ground without any reasonable basis. In our view before adopting the FMV of the property at a 
particular place, it is necessary and incumbent upon authority concerned to bring evidence/material on 
record to justify the FMV. Though, it may be a fact that solely on the basis of SRO guideline, FMV of 



property cannot be determined, at the same time, there must be other evidences brought on record to 
justify the adoption of FMV at particular rate. In the present case, since FMV adopted by ld. CIT(A) is 
purely on estimate basis by relying upon the FMV adopted in case of properties situated at Hyderabad, 
we are unable to accept the FMV determined by ld. CIT(A). In the aforesaid view of the matter, we are 
inclined to set aside the impugned order of ld. CIT(A) and remit the matter back to the file of AO for 
determining the FMV after making proper enquiry and bringing comparative instances of sale either at 
Kilpauk Garden, Chennai or nearby vicinity. Assessee on its part can also justify the FMV adopted by her 
or ld. CIT(A) by bringing cogent evidence on record. With the aforesaid directions, we remit the issue 
back to the file of AO to decide afresh and in accordance with law after providing due opportunity of 
hearing to assessee.  

9. In the result, department’s appeal is allowed for statistical purposes. 

***** 

 


