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 Regional Director can raise 
income-tax related objections in 
merger scheme though tax 
authorities raised no objections; 
tax authorities not bound by 
appointed date fixed by scheme 

April 10, 2015 

In brief 

The Bombay High Court (HC) in the case of Casby Logistics Private Limited has held that the income 
tax authorities (ITA) were not be bound by the appointed date while deciding validity of revised 
returns, or while carrying out pending or future assessments of the petitioners. Also, the regional 
director (RD) was held entitled to raise tax-related objections in a scheme of amalgamation even 
though no objections were received from the ITA.  

 

In detail 

Facts 

 A scheme of amalgamation 
was filed with the HC on 21 
March 2014 for the 
amalgamation of Casby 
CFS Private Limited into 
Casby Logistics Private 

Limited
1
 (together referred 

to as ‘petitioners’) with a 
retrospective appointed 
date. 

 No objections were raised 
by the ITA before the RD.  

 The RD contended that the 
idea behind propounding 
the scheme with 
retrospective appointed 
date was to defeat the 
provisions of income tax 
laws, and was devised to 

                                                           
1
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evade taxes and provisions 
with respect to capital 
gains tax, transfer for 
inadequate consideration, 
revised return, tax 
demands and assessment 
proceedings. 

 The HC directed the RD to 
seek views from the ITA on 
the objections raised. The 
ITA informed that it 
supported the RD’s views. 

 The ITA made protective 
assessment on the 
petitioners, pending 
scheme sanction by the HC. 

Issue before HC 

 Whether the scheme was 
liable to be rejected based 
on the RD’s aforesaid 
objections? 

 Whether the RD could 
raise tax-related objections 

to the scheme of 
amalgamation though the 
ITA raised no objections? 

HC ruling 

On powers of the court  

The court could interfere with 
the decision or commercial 
wisdom of the shareholders, if 
it was satisfied that the scheme 
had been framed to contravene 
provisions of any law. 

On powers of the RD 

 Since the court was 
required to ensure that the 
scheme did not contravene 
any Act, the RD was not 
only entitled to, but was 
duty-bound, to bring to the 
HC’s notice any provision 
in the scheme that 
contravened any law. This 
included the Income-tax 
law and aimed to ensure 
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that the company did not use 
the HC sanction as a shield to 
protect itself from 
consequences of 
contravention of the law. 

 The RD had the necessary 
locus standi and statutory 
recognition in sections 394 
and 394A of the Companies 
Act to make representation 
and offer comments with 
respect to a scheme, and they 
were required to be 
considered by the HC. 

 That the ITA did not object 
did not prevent the RD from 
raising objections or making 
such observations with regard 
to the scheme as he/ she 
deemed fit, including those 
pertaining to tax laws. 

On reference to be made to the 
Ministry by the RD 

There was no occasion for the RD 
to make any reference to the 
Ministry since the ITA had not 
offered its views on the scheme. 
By not offering its views, it cannot 
be said that the ITA has 
conclusively and forever accepted 
that the scheme does not violate 
taxation laws. 

On appointed date and tax issues 
highlighted by the RD 

 The mere fact that protective 
assessment was made did not 
mean that the ITA had 
accepted the scheme. 
Protective assessment was 

not a final assessment, and it 
was finalised after the scheme 
was approved or rejected by 
the Court. Accordingly, by 
making protective 
assessment, it could not be 
said that the ITA had 
accepted the scheme. 

 If the scheme was sanctioned 
unconditionally, the ITA 
would be bound by the 
appointed date and could not 
review the same. 

 However, the scheme was 
sanctioned by the HC subject 
to the following conditions : 

- The clause relating to 
filing of revised return was 
deleted from the scheme, 
and it was left open to the 
ITA to decide validity of 
such revised return, if 
filed by the petitioners, 
without being bound by 
the appointed date. 

- The ITA would not be 
bound by the appointed 
date fixed by the scheme 
while carrying out 
pending or future 
assessments of the 
petitioner companies. 

- It was left open to the ITA 
to decide income tax 
matters in accordance 
with tax laws without 
prejudice to observations 
made in the order. 

The takeaways 

The HC has held that the RD is 
entitled to raise objections 
pertaining to income tax in a 
merger scheme, even though no 
objections were raised by the tax 
authorities. This ruling may be 
relevant for the companies 
proposing to undertake merger 
scheme. 

Let’s talk 

For a deeper discussion of how 
this issue might affect your 
business, please contact: 

Tax & Regulatory Services – 
Mergers & Acquisitions 

Shyamal Mukherjee, Gurgaon 
+91-124 330 6536 
shyamal.mukherjee@in.pwc.com 
 
Ketan Dalal, Mumbai 
+91-22 6689 1422 
ketan.dalal@in.pwc.com  
 
Vivek Mehra, Gurgaon 
+91-124 330 6003 
vivek.mehra@in.pwc.com  
 

mailto:shyamal.mukherjee@in.pwc.com
mailto:ketan.dalal@in.pwc.com
mailto:vivek.mehra@in.pwc.com


Tax Insights 

 
 
 

For private circulation only  
 
This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information 
contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness 
of the information contained in this publication, and, to the extent permitted by law, PwCPL, its members, employees and agents accept no liability, and disclaim all 
responsibility, for the consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based 
on it. Without prior permission of PwCPL, this publication may not be quoted in whole or in part or otherwise referred to in any documents. 
 
© 2015 PricewaterhouseCoopers Private Limited. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers Private Limited (a limited liability company 
in India having Corporate Identity Number or CIN : U74140WB1983PTC036093), which is a member firm of PricewaterhouseCoopers International Limited (PwCIL), each 
member firm of which is a separate legal entity. 

 
 

 

About PwC  

PwC helps organisations and individuals create the value they’re looking for. We’re a network of firms in 157 countries 
with more than 195,000 people who are committed to delivering quality in Assurance, Tax and Advisory services.  
 
PwC India refers to the network of PwC firms in India, having offices in: Ahmedabad, Bangalore, Chennai, Delhi NCR, 
Hyderabad, Kolkata, Mumbai and Pune.  For more information about PwC India’s service offerings, please visit 
www.pwc.in.  
 
*PwC refers to PwC India and may sometimes refer to the PwC network. Each member firm is a separate legal entity. Please see 
www.pwc.com/structure for further details. Tell us what matters to you and find out more by visiting us at www.pwc.in 
 
 

Our Offices 

Ahmedabad Bangalore Chennai 

President Plaza 

1st Floor Plot No 36 

Opp Muktidham Derasar 

Thaltej Cross Road, SG Highway 

Ahmedabad, Gujarat 380054 

+91-79 3091 7000 

6th Floor 

Millenia Tower ‘D’  

1 & 2, Murphy Road, Ulsoor,  

Bangalore 560 008  

Phone +91-80 4079 7000 

8th Floor 

Prestige Palladium Bayan 

129-140 Greams Road 

Chennai 600 006 

+91 44 4228 5000 

Hyderabad Kolkata Mumbai 

Plot no. 77/A, 8-2-624/A/1, 4th 

Floor, Road No. 10, Banjara Hills,  

Hyderabad – 500034,  

Andhra Pradesh 

Phone +91-40 44246000 

56 & 57, Block DN.  

Ground Floor, A- Wing 

Sector - V, Salt Lake 

Kolkata - 700 091, West Bengal 

+91-033 2357 9101/ 

4400 1111 

PwC House 

Plot No. 18A, 

Guru Nanak Road(Station Road), 

Bandra (West), Mumbai - 400 050 

+91-22 6689 1000 

Gurgaon Pune For more information  

Building No. 10,  Tower - C 

17th & 18th Floor,  

DLF Cyber City, Gurgaon 

Haryana -122002 

+91-124 330 6000 

7th Floor, Tower A - Wing 1,  

Business Bay, Airport Road,  

Yerwada, Pune – 411 006+91-20 

4100 4444 

Contact us at 

pwctrs.knowledgemanagement@in.pwc.com  

http://on.fb.me/ZeYMDE
http://bit.ly/16PN2Kk
http://linkd.in/186VxRE
http://bit.ly/Z1pmhr
http://www.pwc.com/structure
http://www.pwc.in/
mailto:pwctrs.knowledgemanagement@in.pwc.com

