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ORDER

Per Bench:

The appeals of the Revenue and cross objections by the
assessee are directed against the order dated 18.09.2025 &
24.09.2025, passed by CIT(A)/NFAC, Delhi u/s 250 of the

Income Tax Act, 1961 (hereinafter referred to as “the Act”)
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wherein the addition made by the AO vide assessment order

dated 19.05.2023 and 30.03.2025 were deleted.

2. These three appeals and the corresponding CO are being
disposed off by this common order as the parties are same and
factual matrix is also same and in order to avoid the
multiplicity of decision, the same are being disposed off

accordingly. ITA No. 7987/Del/2025 is taken as lead case.

ITA No. 7987 /Del/2025 (Revenue) and

CO No. 6/Del/2026

3. The appeal of the Revenue is directed against order dated
18.09.2025 u/s 250 r.w.s. 254 of the Act passed by Id.
CIT(A)/NFAC, Delhi wherein the addition has made vide
assessment order dated 13.01.2023 by way of variation,
making addition of 12.5% of bogus transaction for Financial
Year 2017-18 out of bogus purchase as VAT and GST purchase

of Rs.73,32,84,161/- i.e. Rs.9,16,60,520/-.

4. The facts in brief as culled out from the authorities below
are that the assessee is a company filed his return of income
for A.Y. 2018-19 declaring total income as Rs. Nil. During the
year under consideration, information was received that
assessee company had entered into the transaction of bogus

purchases with Ms/ RCI Industries and Technologies Ltd. during
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the Financial Year 2017-18. Accordingly, the case was reopened
u/s 147 of the Act by issuance of notice u/s 148 dated
31.03.2022. Further notices u/s 143(2), 142(1) of the Act
alongwith show-cause notices were also issued to the assessee.
The assessee filed response and assessment was completed u/s
147 r.w.s. 144/144B of the Act on 19.05.2023 by assessing

total income of Rs.9,16,60,520/-.

5. Aggrieved with the said addition, the assessee filed appeal
before the Id. CIT(A) who dismissed the same vide order dated
29.09.2025. The said order was challenged before the Hon’ble
ITAT Delhi Bench ‘A’, New Delhi which remitted back the matter
to the Id. CIT(A) with direction to decide the matter on merits.
In his written submission before the Id. CIT(A) during the
second round of hearing, the appellant submitted that it was
engaged in the business of manufacturing and trading of non-
ferrous metal mainly in copper (copper wire and copper wire
rod etc.). The assessee filed ITR on 29.11.2018 at the total
income Rs. Nil, claiming refund of Rs.1,20,610/- which was
processed u/s 143(1) vide order dated 24.05.2019 on returned
and income. The AO, DCIT, Circle-4(2), New Delhi had passed
order u/s 148(d) of the Act on 31.03.2022 and reopened the
proceedings u/s 147 by issuing notice u/s 148 of the Act. the

Id. AO, DCIT, Circle-4(2), New Delhi had passed assessment
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order u/s 147 r.w.s. 144B of the Act on 19.05.2023 assessing
total income at Rs.9,16,60,520/- by making the addition of the
said amount as suppressed profit on alleged bogus purchases.
The said addition was challenged before the Id. CIT(A)/NFAC,
Delhi wherein assessee claimed that there were no bogus
purchases from RCI industries and explained that the total
purchases made during the year were to the extent of
Rs.247,93,48,111. These includes purchases made from RCI
Industries of Rs.73,32,84,161/- which is alleged to be bogus
purchases by the Assessing Officer. It is stated that the total
sales as stated above has been shown in the P&L account at

Rs.241,92,66,934/-.

6. It was further claimed that the books of account of the
assessee have not been rejected and the sale figure has also
not been rejected. And as such, it cannot be said that the
assessee has sold the goods without making any purchases. It
was further stated that RCI Industries has gone into insolvency
proceedings initiated before the NCLT, who has appointed
Resolution Professional (RP) to look after the affairs of the
company. And the AO did not exercise his power to get
necessary reply from the RP. And the AO simply issued notice
to the RCI Industries, who were not supposed to respond to the

sad notice allegedly issued. And on that basis, the AO has
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wrongly concluded that the purchases were not made from the
RCI Industries. It is further stated that the assessee has filed
all necessary documents, including Sales tax/GST returns,
(Pages 455 to 596). Apart from other documents, which include
purchase advice, transport receipts, bank statements, showing
payments and confirmation from supplier, GST returns of the
supplier and party-wise sales of Rs.241,92,66,934/-. It is
further stated that the purchase and sales are matching, with
inflow and outflow stock, and there is no defect in the stock
register. Purchase and sales are interlinked and inseparable. It
is further stated that AO has disallowed 12.5% of the purchase
value from RCI Industries and allowed 87.5% of the entire
purchase as genuine business expenditure. Hence, it is stated
that a purchase cannot be partly bogus and partly genuine and
as such, no addition was required to be made on that account.
It is further stated that the AO has wrongly relied on the
cancellation of GST registration of RCI Industries, which was
made by the GST officer only on 21.02.2023, however from
retrospective effect. It is further stated that the GST
registration of the RCI Industries was valid when the purchases
were made in the financial year 2017-18 relevant to A.Y. 2018-
19. It was further stated that similar purchases & sales from
RCI Industries has been accepted by the Revenue in other

cases, i.e. Captain Industries PAN AAFFCO006A by the AO
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ACIT, Circle-14(1), Delhi. Another one is Myco Electrical
Private Limited, Assessed PAN AAACM1868B by AO
Assessment Unit, Income Tax Department, NFAC. Since,
the single purchases/transactions made from RCI Industries by
these other entities has been accepted by the department,
hence considering the purchases by the assessee from RCI
Industries as bogus despite all necessary documents having
been produced before the AO, has violated Article 14 of the
Constitution as rights to equality has been denied to the

assessee.

7. We have noticed that before the Id. CIT(A), the assessee
has raised additional grounds of appeal, which is produced at
page 5 of the impugned order as under:

"11. That on the facts and circumstances of the case the
jurisdictional assessing officer A.O. DCIT Circle 4(2), New
Delhi has erred on the facts and in law issuing notices
u/s 148 and 148A of the I. T. Act 1961, specifically after
the introduction of Section 151A of I. T. Act 1961 and
issuance of CBDT Notification No. 18/2022 dated
29.03.2022, resulting in framing the illegal assessment
and is thus required to be quashed in view of the recent
decision of the Hon’ble Supreme Court in the case of
ADIT vs. Deepanjan Roy dated 16.07.2025 wherein it has
been held that issue of Notice u/s 148 in faceless manner
is mandatory.”

8. In this regard, additional grounds raised was allowed by
the Id. CIT(A) holding that the assessment order passed on
19.05.2023 is null and void. However, the Id. CIT(A) proceeded

to adjudicate the appeal on merit also. On merit, the grounds
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Nos. 1 & 4, raised before the Id. CIT(A) were dismissed.
However, the remaining grounds of appeal, Nos. 5, 6 & 7,
pertains to the addition of Rs.9,16,60,250/- on account of
bogus purchases in the form of accommodation entry from RCI

Industries & Technology Ltd. were considered and allowed.

9. Aggrieved by the impugned order, the Revenue has filed
the present appeal before us and raised the following grounds
of Appeal:

"1. That on the facts and in the circumstances of the
case and in law, the Ld. Commissioner of Income Tax
(Appeals) has erred in deleting the addition of
Rs.9,16,60,520/- made by the Assessing Officer on
account of bogus purchases from M/s RCI Industries &
Technologies Ltd., without appreciating the detailed
findings recorded in the assessment order based on
credible and specific investigation reports received from
the Directorate of Investigation and the DVU.

2. That the Ld. CIT(A) has erred in holding that since the
books of account were not rejected under section 145(3),
the addition could not be sustained, without appreciating
that rejection of books is not a precondition for
estimation of profits as bogus purchases claimed by
assessee.

3. That the Ld. CIT(A) has erred in ignoring the fact that
the addition made by the Assessing Officer was of the
profit element embedded in the bogus purchases,
computed at 12.5% in accordance with judicial

precedents, and therefore represented a fair and
reasonable estimation of income.”

10. On perusal of these grounds, it is evident that the
Revenue has not challenged the decision on additional grounds
wherein the Id. CIT(A) has held the assessment order bad in

law.
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11. We have heard the Id. AR and the Id. DR and examined the
record. The Id. DR, on behalf of the Appellant Revenue while
relying on the AQO's order has argued that the AO has rightly
added 12.5% of the total bogus purchases because the GST
number of RCI Industries and Technologies was cancelled suo
motu by GST Department with effect from 01.07.2017. Hence,
the alleged purchases made during Financial Year 2017-18 by
the assessee has to be considered to be bogus as per GST
Portal, the suo motu cancellation can be initiated by tax
officials for 3 reasons.

"1. Any Tax payer other than composition tax payer has
not filed the tax returns for continuous period of six
months.

2. Supplies any goods and/ or services without issue of
any invoice, in violation of the provision of the Act or
Rules made there under, with the intension to evade tax.
3. Registration has been obtained by means of fraud,
willful misstatement or suppression of facts etc., and for
other reasons such as death of Soul proprietor, ceased to
be liable to pay tax etc.,

From the reading of the above it was clear that the GST

number of the above supplier was stood cancelled due to
the reason as mentioned above.”

12. With regard to the documents furnished by the assessee,
it is argued by the Id. DR that there is various deficiencies in
those documents as pointed out by the AO and the same has
been wrongly ignored by the Id. CIT(A) while deleting the

addition made by the AO.
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13. The Id. AR on the other hand argued that there is no
explanation regarding the acceptance of similar purchases for
A.Y. 2018-19 from RCI Industries Ltd. by the concerned AO in
case of Capitan Industries and Myco Electricals (supra)
vide order dated 23.03.2023 and 09.03.2023 respectively. With
regard to the reliance of the AO on non-receiving of reply from
RCI Industries when notice was issued u/s 133(6), it is argued
that at the time of alleged notice which was issued in the year
2023 whereas the purchases were made in A.Y. 2018-19, the
RCI Industries has undergone into insolvency proceedings by
issuance of CIRP by the Hon’ble NCLT and Resolution
professional was already appointed. It is argued that the AO
has failed to issue notice to the Resolution professional for
seeking the necessary information and issuance of notice to RCI
Industries already under going insolvency was not legally
justified and as such has been rightly rejected by the Id.

CIT(A).

14. We have considered the rival submissions and examined
the record. All the arguments raised by the Revenue with
respect to the deleting the addition made @ 12.5% of the
alleged bogus purchases has been considered and adjudicated

upon as ground Nos. 5, 6 & 7 from para 7.1 onwards in the
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impugned order and the relevant findings from para 7.3 to 7.7
are extracted below as under:

"7.3 I have carefully considered the submissions of the
appellant. It has been claimed by it that the total
purchases made during the year were to the extent of
Rs.247,93,48,111/- as per profit and loss account (Raw
material Rs. 1,00,53,375 + Purchase of Stock in Trade
2,46,92,94,736). This includes purchases made from RCI
Industries at Rs. 73,32,84,161/- as per statement filed
before the A.O. which has been taken as Bogus purchase.
The total sales made by the appellant during the year were
Rs. 2,41,92,66,934/-. It has also been claimed by the
appellant that Books of accounts of the appellant have not
been rejected. Also the sales figure has also not been
rejected.

7.4 I have gone through the submissions of the appellant
and other documents produced by him in the appellate
proceedings. I have also gone through the P & L account
furnished by the appellant. I have noticed that total
trading sales is at Rs. 241,92,66,934/- and the Ld. A.O.
disallowed the 12.5% of purchases amounting to Rs.
9,16,60,520/- of the traded goods from RCI industries.
The Ld. A.O. did not reject any corresponding sales
figures. The Ld. A.O. did not reject the books of the
appellant and did not re-caste the trading account. I have
also gone through the documents submitted by the
appellant related to the so-called parties/suppliers. I have
noticed that in most of the cases e-way bills are also
enclosed and all the bills appear to be in order. All the
said parties are filing ITRs and maintaining books of
accounts. It is further noticed that the RCI Industries has
gone into Insolvency proceedings and therefore the NCLT
has appointed the Resolution Professional ("RP”) to look
after the affairs of the company. It is further noticed that
the appellant is maintaining stock register invoice by
invoice. It is further noticed that the appellant has filed
sale tax/GST returns, apart from other documents which
purchase invoices, Transport receipts, bank statements
showing payments, confirmation from supplier (RCI), GST
returns of the supplier (RCI) and also filed quantity-wise
purchases and Party-wise sales of Rs. 2,41,92,66,934/-.
The purchase and sales are matching with inflow and
outflow of stock. It is further noticed that all these
documents were produced by the appellant before the Ld.
A.O as seen from the submission of the appellant dated
24.03.2022, 28.03.2022, 30.11.2022, 23.01.2023,
17.02.2023 and 16.05.2023. The action of the A.O. by
disallowing 12.5% of the purchases from RCI industries
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and without disturbing the sales & without rejecting the
books of account is not justifiable. It is further noticed
that Cancellation of GST registration of RCI was made by
the GST Officer, as per notice dated 21.02.2023 and
registration was suspended from 21.02.2023. Also the
order for cancellation of GST registration of RCI was made
on 21.02.2023. Thus the GST registration was not
cancelled during the period relevant to A. Y. 2018-19. AO’s
argument regarding low freight has also been explained by
the appellant by stating that:

In Para 4.4 of the Assessment Order, the Ld. AO has noted
that the appellant has reported only 35,900/- as freight
charges against the substantial amount of purchases. It
has also been inferred that the same is irrational
considering the volume of purchases.

RCI Industries & Technologies Ltd.-Financial Background
1.1.1.19):

FY Revenue |EBITDA{Z PBT{C PAT {Z Equity Reserves&
from Capitall | Surplus {Z

Operations Lakhs) Lakhs) Lakhs) O Lakhs)

Lakhs)
{Z Lakhs)

2014-13 118,727 3,085 2733 2188 2,020 10,906
2015-16 142 471 3.506 3283 2 625 2.020 12812
2016-17 179,670 4120 3982 3,280 2020 13,987
2017-18 204 403 6,450 4037 3,280 1,344 10,314
2018-19 197,780 4 563 4. 9635 3667 1.344 11,936

1. It is pertinent to highlight that RCI Industries &
Technologies Ltd. was a listed company on the Bombay
Stock Exchange during FY 2017-18 and FY 2018-19,
engaged in significant trading and manufacturing
activities. The company had a large turnover and positive
profitability during these years, reflecting genuine
commercial operations and not a shell entity.
Subsequently, due to financial distress, RCI Industries was
admitted into Corporate Insolvency Resolution Process
(CIRP) by the Hon’ble NCLT, New Delhi Bench-III, vide
order dated 25.11.2022, copy enclosed (Annexure 5). The
Resolution Plan has been duly approved and arguments
concluded before NCLT, copy enclosed (Annexure 6), with
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the order reserved on 31.07.2025. This establishes that
the entity was a functioning and credible listed company
carrying substantial business during the relevant years.

2. of audited financial statements for the year ended on
31.03.2018 (Annexure 3) and for the year ended on
31.03.2019 (Annexure 4) which are duly filed before Stock
Exchanges and government authorities and are available
online are enclosed herewith.

3. is respectfully submitted that the assessee has
purchased goods from RCI by means of a total 136 sales
invoices from various locations in Delhi and Rajasthan with
summary details as follows:

2. 1. can be seen from the purchase invoices the freight
was always included in the purchase price and was not
charged separately when sales were made in intrastate
within Rajasthan, and interstate from Rajasthan to Delhi.
Following is the location-wise summary of purchases made
from RCI Industries (Copy Enclosed - Annexure 2)

PurchaselatalRCIngdusirmes Lidfromdd-04- 200 7o 3 1-03-2018

Purchase GETVAT Gross
FromRCl ToBonlon Quan
i Wi vl Amaount Fraight Purchase
KGE II'JPI.I'I
= H-1/1308/8)
EETpLT) Inciuges
Riccoind.Area in Price
Khushikheda 15,03,45, 203 82,658,007 15,60, 14,285
bl Bhiwadh Rajasthan 305011
Areaghiwad
Rafasthan
Inciuged
F-37{A-1) J-1130Pnase- N 540,622 22,11,26,089 1,21,02,078 in Brice 23,32 00,767
RICO ing.
Khushwheda
RINCO ind AreaBShiwa
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1. 1. the above it is seen that only on 23 invoices at serial
no 114-136 which are local purchases from RCI Location at
10/128/1v, Vishnu Gali Vishwas Nagar Delhi-110032
Bonlon locationat488D1,Dilshad Garden Delhi-110095
which was only as mall distance of 5.4 km and 15/20
minutes commute only, the freight was charged extra on
actual which varies from Rs 1300 to Rs 1900 per lorry.

Amount of 35,900/- has been recorded based on freight
charges included in the purchase invoices raised by RCI
Industries, as reflected in the party-wise purchase details
already submitted and placed at Page No. 607 of the paper
book. This freight amount was charged in the invoices
raised and part of the purchase.

1. 1. addition, we are enclosing herewith a statement
showing invoice-wise purchases made from RCI Industries,
along with details of movement of goods (From and To
locations) (Copy Enclosed Annexure 1) and remarks
indicating the details of the invoices included freight paid
by RCI. These details clearly demonstrate that the freight
component, wherever applicable, was either included in
the invoices raised by the supplier or borne by the
supplier, as the terms of purchase were ex-freight.

1. l.appellant has also submitted date-wise and bill-wise
details of other freight expenses of Rs. 11,49,048/-
incurred on other purchases excluding RCI Industries and
sales made atPage Nos. 288 to 299 of the paper book,
which have been duly booked in the profit and loss
account.

1. 1. goods purchased from RCI Industries, Delhi were
transported from their godown located at Vishnu Gali,
Vishwas Nagar, Shahdara, Delhi to the appellant’s godown
at Jhilmil,
Shahdara,Delhi,whichismerelyaround4kilometersindistance.
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Similarlygoodspurchasefrom RCI  Industries, Bhiwadi
Rajasthan were transported from their godown at RIICO
Ind Area Bhiwadi Rajasthan to appellate’s godown at same
location i.e. at RIICO 1Ind Area Bhiwadi, Rajasthan.
Considering this very short distance and the high value &
low volume of the metals, the freight costs incurred were
understandably minimal.

1. 1. are either borne by the supplier or the delivery is
arranged at the buyer’s godown as part of the sale terms.
Furthermore, in some cases, the purchases were made
with instructions for delivery at the appellant's godown,
and sales were also made on a similar delivery basis.
Hence, no additional freight expense was incurred by the
appellant on such transactions.

1. 1. it is submitted that in all the appellant company has
incurred freight expenses of Rs. 11,49,048/- on purchases
and sales as under:

QOther Oprtating Revenue- Freight Other {108,100}
Direct Expenses-Freight Inward 126,567
Indirect Expenses-Freight Outward 930,586
Total Freight Exepnses- As per P&L a/c 1,149,048 |

1. 1. expenses have been separately debited in Profit and
Loss account as under (Page No. 16):

SO LW STLLL FALL LD, —
1 PEA LD AN INACAR, N LM 1 10068
CON: LITRISREL FARFTCONT AT
KOS FOEANG FART (8 ATCOUNTS
[T fin ur e ey
Faraceley (T e VAT
| (28 L
PR )
LA Do
ERICT ERrEANSES
Cgpraarralog g i EK T4 LR
Cusiom Dy =ora Lan
b it o e 1 Lo T e Lk
o gkt gt L - W
Freigst Praad i PR S
oo fagaofay L% .0 ) e LA
3 W 5 Lt i Jaa=
Remary & Maintsnanan of B, € Sty 31556 50
rhoafieg L Wit ong Fapatina LR i«
LI ¥ 1. X
T TS
BT 1AL
54 1] X
LAY SR
154 ETTET
bR B e
TR0 14628 178
ST A 5 .
Vot fry L  § ey TREr
Fomhi B it D Mieiard LT
RRt Tl LAy b
Br B nanrzren L%, ] 163 13
- L300 .00
gl Onm g SIS 1.0 484

[T —— B it avl |
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1. 1. view of the above submissions and supporting
documentary evidence, it is submitted that the freight
charges of 35,900/- as recorded in the books are bonafide
and duly supported by bills and documents. The same have
been incurred only in those instances where the supplier
did not bear the cost. The observation of the Ld. AO
regarding the irrationality of freight charges may kindly be
reconsidered in view of the above explanation and facts.

AreaBhiwad] Rajasthan
Fajasthan
fromtict Tolionsor) Quantity|  pohase | GSTAVATInput Fraight Gross
Location Location
Amournt Purchase
KGS
F-37(A-1) G-1/663 Phae |
RNCO ind. Area .
Khushihedz BhiwadiRafasthan 3,96,59,191 71,774,652 Included 470,33,843
RIICCindAre
il g =
Sl 96,981
Rajasthan
G-1/663 Phae | .
Includegin
el RICO ind. Area
VishnuGali BhiwadiRajazsthan 105708 | 44855408 0,50, 054 Frice | 5.29,69.502
Vishwashiagar
Dethi-110032
F-37(A-1) G-1/663 Phae |
RICO ind. Area .
Khuzhiheds BhiwadiRajazthan 1,59 803 7,43,54,326 1.33.83. 778 it 877,38, 104
RICOIndArea ;
Bhiwadi fiie
Rajasthan
1071 280V, A-TB, Jhiimilld. Includedin
Area G.T. Road ]
Vishm Gali 35,720 1,58,95,400 28,61,172 Price | 1,87,56,572
Vichwashiagar | ShahdaraDelhi-
Dethi-110032 110095
488-01, Delshad Fraight
1041280, e Difhic charged
VishnuGal 110095 240,097 11,42 70 107 208, 75.081 exfra 13,48,81,088
Vishwashagar i e
Dethi-116032
Total 15,53,742 | 660742415 7,25,05 847 35,900 | 73,32.84,161




16 ITA Nos. 7987, 7988 & 7989/Del/2025
CO Nos. 5, 6 & 7/Del/2026
Bonlon Industries Ltd.

7.5 On perusal of submission of the appellant, it is also
noticed that in the following similar cases, the Ld. AO has
accepted the purchase and sales transactions from RCI
industries for the impugned assessment year 2018-19:

i Captain Industries, C-6B/11, Janak Puri, New Delhi -
110058, assessed under PAN AAFFCO0006K by the
NFAC, Delhi order dated 23.03.2023.

ii. Myco Electricals Private Limited, D-2/3 (Front Side),
Okhla Industrial Area, Phase II, Tehkhand, Delhi -
110020, assessed under PAN AAACM1868P by the
A.O. Assessment Unit, Income Tax Department, NFAC
order dated 09.03.2023.

7.6 The appellant has also relied upon the following
judgement of Hon’ble Courts with request that it should be
treated equally and without discrimination:

i. ITAT SMC Bench dated 07.10.2022 in the case of
Rasilaben Yogeshbhai Patel vs. ITO Ward 5(3)(2),
Ahmedabad in ITA No.631/AHD/2019,

ii. ITAT Delhi D Bench in the case of Madhurittu Puri vs.
DCIT. Circle International Taxation 2(2)(2) New Delhi
in ITA No. 3063/Del/2022,

iii. ITAT Mumbai in the case of REKHA RAJESH JOGANI
VS. INCOME TAX OFFICER WARD 19(3)(1), MUMBAI
(ITAT MUMBAI 2025),

iv. Hon’ble Delhi High Court in the case of PCIT Vs
Forum Sales Pvt. Ltd. in Appeal Number: ITA
862/2019, dated 01/03/2024, v. Delhi ITAT in the
case of Home Developers Project Pvt. Ltd. Vs DCIT in
Appeal Number: ITA No. 390/Del/2019 dated
26/07/2023, vi. Bombay High Court in Income Tax
Appeal No. 1753, 1759 & 2780 of 2018, in the case
of Ashok Kumar Rungta Vs. Income Tax Officer

24(1)(1),

7.7 Considering the above facts and circumstances and
legal position of the case, the action of the A.O. by
disallowing partly the purchase from RCI industries on ad
hoc basis and without disturbing the sales is not
justifiable. Keeping in view of above observation, the
addition made by A.O. is deleted and the grounds of the
appellant are allowed.

Thus, grounds of appeal no. 5, 6 & 7 of the appellant are
“allowed.”

15. We have examined the findings of the Id. CIT(A) extracted

above wherein the additions so made by the assessment order
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were deleted on merit. We have also considered the
submissions of the parties. In view of the detailed examination
of the facts relating to the said addition by the Id. CIT(A), we
have noticed that the findings returned by the Id. CIT(A) is
based on meticulous examination of all the necessary facts and
the materials produced by the assessee. The arguments raised
by the respondents/assessee in these appeals are cogent and
convincing. The arguments raised by the assessee regarding
the Revenue in two other similarly placed matters involving
purchases from RCI Industries and Technology Ltd. accepted
the purchases as genuine and also that the AO has wrongly
relied the non-receiving of reply to the notice from RCI
Industries despite it has already gone into insolvency
proceedings and the notice was required to be issued to the
Resolution professional, are cogent and convincing and there is

no rebuttal of the same by the Revenue.

16. For these reasons, we are of the considered opinion that
the Id. CIT(A) has rightly deleted the addition made because
the assessee has provided whole evidence proving that the
purchases made from RCI Industries were genuine and not
bogus. An addition of 12.5% of the total purchases made was

not legally justified. Accordingly, the grounds raised by the
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revenue in the appeal are dismissed and the order of the Id.

CIT(A) is confirmed.

CO No. 6/Del/2026

17. The assessee has raised following grounds in the Cross
Objection:

1. Initiation of the proceedings by the A.O. DCIT, Circle
4(2), New Delhi vide Notice u/s 148A(b) and 148 of I. T.
Act 1961 is without jurisdiction as the returned income
was at a Loss of Rs. 4,22,818 being less than 15 Lacs and
the correct jurisdiction falls with the Income Tax Officer
Ward - 4(2), New Delhi, is thus unjust, illegal, arbitrary
and against the facts and circumstances of the case.

2. Action of the CIT (A) in confirming the action of the
A.0. who has failed to verify the correctness of the
information received from the insight portal and has failed
to showcase as to how information suggests that the
income has escaped assessment making the assessment as
illegal, arbitrary and against the facts and circumstances
of the case (As per Ground of Appeal No. 5 before the
CIT(A).

3. The impugned assessment order is bad in law as the
same has been mechanically passed by the A.O. and does
not provide any cogent explanation for making additions to
the income of the appellant and the A.O. has failed to
consider the replies of the appellant during the course of
reassessment proceedings and also in the proceedings u/s
148A(b) of I. T. Act 1961 and has mechanically passed the
impugned assessment order (As per Ground of Appeal No.
7 and 8 before the CIT (A).

4. The reassessment proceedings initiated by the A.O.
based on information received from the insight portal is
bad in law as the same is a borrowed satisfaction and no

independent inquiry has been made (As per Ground of
Appeal No. 9 before the CIT (A).”

18. In view of the our decision on the appeal in ITA No.
7987/Del/2025, wherein the finding of the Id. CIT(A) deleting

the addition made on merit has been confirmed, the decision on
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ground raised in cross-objection has become academic and we
have not decided the same. Moreover, all the grounds of cross-
objection are legal grounds which in view of our finding on
appeal has already rendered academic and need not be
adjudicated. The cross-objection of the assessee is accordingly

dismissed in above terms.

ITA No. 7989/Del/2025: A.Y. 2019-20

19. The Revenue has raised the following grounds in the
appeal:

1. That on the facts and in the circumstances of the case,
the Ld. CIT(A) has erred in deleting the addition of Rs.
21,21,45,681/- made by the Assessing Officer under
section 69C of the Income-tax Act, 1961, despite the
assessee's failure to substantiate the genuineness of
purchases claimed to have been made from M/s RCI
Industries & Technologies Ltd., in view of non-production
of complete invoices, absence of transporter details,
absence of GR/LR, incomplete bilties, and the fact that the
supplier's GSTIN was cancelled w.e.f. 01.07.2017,
rendering the alleged purchases unverifiable and non-
genuine.

2. That on the facts and in the circumstances of the case,
the Ld. CIT(A) has erred in deleting the additions of Rs.
31,37,286/- and Rs. 28,23,557/- made under section 69A
on account of unexplained money arising from bogus sales
recorded by M/s Smita Global Pvt. Ltd. with RCI
Industries, despite the assessee's failure to produce any
documentary evidence of actual delivery of goods, such as
GR/LR, transporter details, bilties, delivery
acknowledgements, purchase orders, and despite the
buyer, M/s RCI Industries & Technologies Ltd., failing to
confirm the sales in response to notice issued under
section 133(6).

3. That on the facts and in the circumstances of the case,
the Ld. CIT(A) has erred in deleting the additions of Rs.
5,53,82,101/- and Rs. 4,98,43,891/- made under section
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69A on account of unexplained money arising from bogus
sales recorded by the assessee, M/s Bonlon Industries Ltd.
with RCI Industries, without rebutting the detailed findings
of the Assessing Officer regarding absence of complete
transportation records, incomplete bilties, absence of
purchase orders, non-confirmation of sales by the alleged
buyer, and non-compliance by the transporters summoned
during investigation.”

20. For A.Y. 2019-20, the transactions with the M/s RCI

Industries & Technologies Ltd. involved is as under:

"2.1 In this case, information was received to the
department that an entity M/s RCI Industries and
Technologies Limited was found to be engaged in both
availing and issuing of bogus Input Tax Credit to its
beneficiaries. On verification of the purchase parties of
M/s RCI Industries and Technologies Limited, it was
observed that M/s Smita Global Pvt. Ltd (PAN:
AAFCS2391Q) has made a sale transaction of Rs. 3,]
3,71,856/- and Bonlon Industries Ltd. has made a 'sale
transaction of Rs. 55,38,21,013/-. Further, on verification
of the sale parties of M/s RCI Industries and Technologies
Limited it was observed that the assessee company i.e.
Bonlon Industries Ltd. made a purchase of Rs.
21,21,45,681/-.

Transaction with M/s RCI Industries and Technologies Limited

Purchase Sale
M/s Bonlon Industries Ltd. Rs. 21,21,45,681/- |Rs. 55,38,21,013/-
M/s Smita Global Pvt. Ltd - Rs. 3,13,71,856/-

21. We have noticed that M/s Smita Global Private Limited
(PAN-AAFCS2391Q) was got merged with the assessee
company, Bolton Industries Limited vide order of Hon’ble NCLT
dated 13.06.2018 and effective date was 13.06.2018. The
entity M/s Smita Global Private Limited had filed ITR dated
22.10.2019 at income of Rs.8,74,760/- under normal provision

and Rs.8,52,959/- under MAT provision u/s 115JB of the Act.
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The assessee has filed ITR in accordance with notice u/s 148 of
the Act dated 19.05.2023 at loss of Rs. 3,87,95,148/- under
normal provisions and Rs. 3,44,34,682/- under MAT provision
u/s 115]JB of the Act. During the assessment proceedings, the
Assessing Officer has issued notice u/s 133(6) of the Act dated
25.02.2025 to M/s RCI Industries and Technologies to verify
the genuineness of the sale and purchase transaction with the
assessee. A response was received on 25.03.2025 informing
that the company is under CIRP and availability of information
is limited on account of Board of Directors being under
suspension and all the employee has left the organization and
at present, the resolution professional has managing the affair
of the company. Thus whatsoever available information was
shared. However, the RCI Industries and Technologies has
submitted few sample bills, ledgers and bank statements for
around one month and it could not provide the relevant details
of the documents required for proof of the genuineness of the
transaction and actual delivery of goods. Similarly, no notice to
Resolution Professional (RP) was issued by the AO to get the
relevant information with respect to the RCI Industries before
making the alleged addition. All explanations submitted by the
assessee with respect to the purchases made by assessee and

the sales made by Smita Global Pvt. Ltd. to M/s RCI Industries
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were not considered by the Assessing Officer before making

various additions.

22. While completing the assessment, the AO has computed

total income as under:

"14. In view of the above discussion, the computation of
total income is as under:

As per normal provisions of the Act

Particulars Amount in (Rs.) Amount in (Rs.)

Returned income of the assessee
(iYM/s Bonlon Industries Ltd
(ii)) M/s Smita Global Pvt Ltd. (Rs. 3,87,95,027/-)

Rs. 8,74,760/- (Rs. 3,79,20,267/-)

)Add: addition made in order u/s 147
r.w.s. 143(3) of the Act

(iYAddition u/s 69C as per para 11
(ii) Addition u/s 69A as per
para 12

(i)  Addition u/s 69A as per

para 13 Rs.21,21,45,681/-

Rs. 59,60,843/-
Rs. 10,52,25,992/- Rs. 32,33,32,516/-

Income recomputed as per normal provisions of income

tax act Rs. 32,33,32,516/-
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IAs per MAT provisions u/s 115JB of the Act

Particulars Amount in (Rs.) Amount in (Rs.)

Returned income of the assessee
(iv)  M/s Bonlon Industries Ltd

(v) M/s Smita Global Pvt Ltd.
Rs. 3,44,34,682/-

Rs. 8,52,959/- 3,52,87,641/-
N/a

Add: addition made in order u/s 147 r.w.s.
143(3) of the Act

Income recomputed as per MAT provisions u/s 115JB of the

Act 3,52,87,641/-

15. Hence, the total income of the assessee is assessed
at Rs.32,33,32,516/-under normal provision of income tax
and Rs.3,52,87,641/- as per MAT provisions u/s 115JB
vide this order u/s 147 read with Section 143(3) of the
Income Tax Act. Losses of Rs.(3,79,20,267/-) is to be
carry forwarded to the next years. Further, the provisions
of Section 115BBE are applicable in this case, which are
reproduced below for reference.

Section 115BBE of the Income Tax Act:

"Where the total income of an assessee includes any
income referred to in Section 68, 69, 69A, 69B, 69C, or
69D, and such income is not already accounted for or
satisfactorily explained, the income tax payable on such
income shall be calculated at the rate of 60% (plus
surcharge and cess as applicable), without allowing any
deductions or exemptions.”

16. Accordingly, since the amount of Rs. 32,33,32,516/-
remains unexplained in the books of accounts, it will be
taxed at the special rate prescribed under Section 115BBE,
along with applicable surcharge and cess, without any
deduction or set-off of losses. The interest u/s 234A,
234B, 234C of the Act is charged accordingly and given
the credit of prepaid taxes as per the system. ITNS-150 is
enclosed. Issued demand notice accordingly.”
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23. Aggrieved by the said addition in the assessment order,
the assessee filed appeal before the Id. CIT(A) who vide
impugned order has deleted the said additions while allowing
para 13, 14, 15 & 16 of the appeal and the relevant findings
from para 14.21 to 16 are extracted below as under:

"14.21 Considering the above facts and circumstances

and legal position of the case, the AO is directed to
delete the following additions:

(i) Ground of Appeal No. 13 - Addition of Rs.
31,37,286/- being estimated G.P. on sale
(ii) Ground of Appeal No. 14 - Addition of Rs.

28,23,557/- being 50% of the GST
(iii) Ground of Appeal No. 15 - Addition of Rs.
5,53,82,101/- being being estimated G.P. on sale
(iv) Ground of Appeal No. 16 - Addition of Rs.
4,98,83,891/- being 50% of the GST

Thus, grounds of appeal no. 13, 14, 15 & 16 of the
appellant are "allowed”.

15.1 In this ground, the appellant has stated that
without prejudice the action of the A.O. in charging Tax
us/ 115BBE of the I. T. Act 1961 is unjust, illegal,
arbitrary and against the facts and circumstances of the
case. I have perused the AO’s order, submission of the
appellant, Form 35 and other material available on
record.

15.2 It is noted that the AO made the addition u/s 69A
and 690 of the Act, and as such, special tax rates as
provided u/s 115BBE are applicable to the addition.
Since, in this order, the addition u/s 69A and 690 of the
Act has already been deleted, therefore, in this case the
provisions of Section 115BBE of I. T. Act 1961 are not
applicable.

Thus, ground of appeal no. 18 of the appellant is
“"allowed”.

16. In result, the appeal is "partly allowed.”
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24. We have noticed that the assessment order dated
30.03.2025 against which appeal was filed before the Id.
CIT(A), which has been considered and allowed by Id. CIT(A)
vide impugned order, a writ has been filed in the Hon’ble High
Court of Delhi bearing No. WP(C) 5131/2025. It is further
noticed from the impugned order that the Hon’ble High Court
has passed interim order holding that CIT(A)’s order would be
subject to outcome of the writ petition, for limitation for issue
of notice u/s 147 of the Act. Further the Id. CIT(A) can
adjudicate the other matters for which the appeal has been
filed. The Id. CIT(A) in the impugned order therefore held that
ground Nos. 1, 2, 3 and 4 before him pertain to the issue
pending before the High Court and therefore proceeded to
decide only ground Nos. 4 to 18 raised before him which

pertains to the addition made on merit.

23. We have noticed that the ground raised in the present
appeal by the revenue pertains to the deleting the addition of
Rs.21,21,45,680/- in u/s 69C of the Act on account of
assessee’s failure to substantiate the genuiness of the
purchase made from RCI Industries and Technologies Pvt. Ltd.,
deleting the addition of Rs.31,37,286/- and Rs.28,23,557/-

made u/s 69A of the Act on account of unexplained money
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arising from bogus sales recorded by Ms/ Smita Global Pvt. Ltd.

with RCI Industries.

25. Another ground pertains to deleting the addition of
Rs.5,53,82,101/- and Rs. 4,98,43,891/- made u/s 69A of the
Act on account of unexplained money arising from the bogus
sales recorded by the assessee, M/s Bonlon Industries Limited
with RCI Industries. We have further noticed that above three
additions deleted by Id. CIT(A) which has been challenged
before us in the appeal has been dealt with in the impugned
order as ground Nos. 12, 13, 14, 15 & 16 which pertains to the
addition of Rs.21,21,45,680/- u/s 69C of the Act and the
addition of Rs.31,37,286/- and Rs.28,23,557/- made u/s 69A of

the Act .

26. The |Id. DR has raised the same arguments before us which
was raised in ITA No.7987/Del/2025 stating that the Id. CIT(A)
has wrongly deleted the addition made by the Assessing
Officer. The Id. AR on the other hand has also raised the same
arguments before us stating the impugned addition were made
without any legal justification and the same has been rightly
deleted by the Id. CIT(A) by meticulously examining the factual
matrix and the material submitted by the assessee/appellant
before the Id.CIT(A). To appreciate the finding returned by the

Id. CIT(A) on ground Nos. 12, 13, 14, 15 & 16. The para 13.1
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to 16 of the impugned order are relevant and extracted below

as under:

"Ground of appeal No. 12

13.1 In these grounds, the appellant has agitated that
action of the A.O. in making addition of Rs.
21,21,45,681/- u/s 69C of I. T. Act 1961 on account of
purchases made from RCI Industries and Technologies
Limited is unjust, illegal, arbitrary and against the facts
and circumstances of the case. I have perused the Form
35, AO’s order, reply of the appellant, statement of facts
and other material available on record.

13.2 I have considered the submission of the appellant.
On perusal of submission it is noted that In this case the
notice issued under Section 148A(b) of the Income Tax
Act, 1961, which states that the appellant company has
availed of Input Tax Credit (ITC) of Rs. 76,59,66,694/-
from M/s RCI Industries and Technologies Limited. It is
seen that the total purchases made by the assessee from
M/s RCI Industries and Technologies Limited during the
Financial Year 2018-19 were only Rs. 21,21,45,681/-.
Based on these purchases, the ITC claimed by the
assessee was Rs. 3,81,86,222/-, which is 18% of the
purchases is in compliance with the relevant provisions of
the GST Act.

13.3 During the year under consideration the assessee
made purchases of Rs. 21,21,45,681/- from RCI Industries
which have been treated as non genuine purchases on
various grounds including low gross profit/net profit, long
standing creditors, cancellation of GST registration made
by the GST department of RCI Industries w.e.f
01.07.2017, non furnishing of the information by RCI
Industries in response to notice u/s 133(6) of I. T. Act
1961 including of transportation of goods.

RCI Industries GST Registration

13.4 It is seen that the Cancellation of GST registration
of RCI was made by the GST Officer, Assistant
Commissioner, Ward 201, Zone 11 Delhi as per notice
dated 21.02.2023 and as per show cause registration was
suspended w.e.f. 01.07.2017. Also the order for
cancellation of GST registration of RCI was made on
02.03.2023. Thus the GST registration was not cancelled
during the period relevant to F. Y. 2018-19 and was in
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force during the year under consideration when purchases
were made.

13.5 The input tax credit was claimed by the appellant
and was duly allowed by the GST department. The
appellant could not have been denied the input tax credit
on retrospective cancellation of the supplier’'s GST
registration from where the appellant purchases the
goods. The appellant duly fulfilled the requirement for
claiming input tax credit and was duly allowed by the GST
department.

Long Outstanding Sundry Creditors

13.6 In Para 8 of the assessment order the A.O. has
mentioned that the appellant has long standing creditors
in the books of accounts and majority of creditors belong
to RCI Industries. It is seen that for the year ending on
31.03.2017 the A.O. has mentioned that there were total
creditors of Rs. 29.63 Crore and payable to RCI was shown
as NIL therefore as per A.O.’s own admission there was no
long outstanding creditor in respect of RCI Industries. For
the year ending 31.03.2018 the A.O. has mentioned that
out of the creditors of Rs. 25,27,18,547/-, the trade
payable to RCI were Rs. 11,19,42,340/-. It is seen that
these creditors were less than one year old as is apparent
from the following details given in the balance sheet both
for the year ending 31.03.2018 and 31.03.2019:

13.7 It is seen that the details of purchases and other
expenses as per profit and loss account are as under:

BOMNLON INDUSTRIES LIMITED
" FORMERLY KROWHN A5 [RONLON INDUSTRES PRVATE LIMITED) (BOM LON STEELS PRAVATE USNITED)
TAFID, (1257 FLOOR,| W LA CHANNA MARKLT, WARDL BAGH, NDW DHLH- 110005
M LI 1000 1 3L COOTINT
STATEMENT OF PROFIT & | CrRS FOS THE YIAR [MONG 3157 MARDH 1019
I PARTICULARS o | on U Vo G st Warch 000 | ot s a1 Wharch 000
L .| - .. 3 L At -

I | Reeenue from aperations: n

Sule of Products TR, o el FALGE TR A

Sale of Servlces

gt Opevaling Rirvd e LG08

Lasac Duclse Dty T 10N 5. 546 EL1YON LA1NYLEL B
11 [{Oehae laoma il 17,5051, 50 TN
101 Toesd Faaniu 1+ 11) T.76.50, 50 454 FXTE RN 1]
I | Erpaniie

Coet of Materish Commumaed n T, S TRTT] Lonsa T
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[ Totad Expenss 21.30,38, 86, 7% L83.30,16,080
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13.8 The total purchases and expenses incurred by the
appellant during the year ending 31.03.2018 were to the
extent of Rs. 2,43,93,16,040/- giving average daily
payment 66,83,058/- and the amount payable to RCI is
only Rs. 11,19,42,340/- which is less than 17 days
outstanding, which in any trade is not very long
outstanding.

13.9 Similarly, the total purchases and expenses incurred
by the assessee during the year ending 31.03.2019 were
to the extent of Rs. 2,23,54,46,763/- giving average daily
payment 61,24,512/- and the amount payable to RCI is
only Rs. 7,54,39,459/- which is less than 13 days
outstanding, which in any trade again isnot very long
outstanding.

13.10 It is thus seen that the creditors are not
outstanding for a long time and therefore cannot raise any
doubt on the legitimacy of the transaction between the
appellant and the RCI Industries. The outstanding
creditors are only for 17 and 13 days in both the two years
and therefore cannot be treated as non genuine business
transactions on this account. In view of the various
documents filed, it is established the appellant made
genuine purchases and sales, backed by transport
receipts, E-way bills. The payments for purchase have
been made by normal banking channel and the payment
against sales has again been received through normal
banking channel. The account with RCI is fully reconciled
and the balances with each other have been duly
confirmed. Further the allegation that fake input tax credit
has been availed, which is not there in the profit and loss
account. In-fact the input and output tax credit is outside
the profit and loss account and in these circumstances
there is no escapement of income. Genuine transaction
backed by voluminous documents as demonstrated above
cannot be held to be non-genuine without any evidence
and only on the basis of surmises and conjectures. The
appellant duly filed copies of accounts with RCI showing
that the credit transactions were of recent nature and
these were not outstanding for long period.

13.11 It is further seen that the appellant made detailed
submissions before the A.O0. as per letter dated
26.03.2025 and submitted as under:

Purchase of Rs. 21,21,45,681/- from M/s RCI
Industries and Technologies Limited

The assessee company purchased the goods of Rs.
21,21,45,681/- from RCI. Date-wise, Invoice wise
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guantity and amount-wise details are enclosed. In all
the assessee paid GST of Rs. 3,81,86,223/- (IGST Rs.
3,44,57,494/-, SGST Rs. 18,64,364/- and CGST Rs.
18,64,364/-) to RCI on the purchases made. The total
GST of Rs. 9,94,78,105/- (IGST, SGST & CGST) was
charged from RCI on the sale made to them. Thus it
cannot be said that output of Rs. 9,94,78,105/- was set
off against the only input credit available of Rs.
3,81,86,223/-. Thus the balance output GST was
adjusted against the purchases made from the other
parties which was in the normal course of business
carried on by the assessee. It may be mentioned that
the complete records of the assessee were taken and
seized by the GST department, Central GST New
Delhi/DGGI Gurugram. Copy of letter dt. 24/09/2019
from GST department already placed on record at Page
No. 42 and included in the paper book. Therefore, the
available documents have been furnished. You may
summon the documents seized on 24.09.2019 from the
GST department and examine them with the help of the
assessee to show that all the purchase and sale
transactions with RCI were Bonafide and genuine.
Without examination of the seized records no one can
come to a conclusion that the transactions with RCI
were bogus.

13.12 The A.O. was requested as per letter dated
26.03.2025 to summon the documents seized on
24.09.2019 from the GST department and examine them
with the help of the assessee to show that all the purchase
and sale transactions with RCI were bonafide and genuine,
which the A.O. has failed to call for the complete record
and his failure to do so, the purchase and sales cannot be
treated as bogus. It was submitted before the A.O. that
without examination of the seized records no one can
come to a conclusion that the transactions with RCI were
bogus. It is submitted that bogus purchases are entered
into for reducing the profit. It involves obtaining bogus or
inflated invoices from parties, who make bogus vouchers
and charge nominal fees for these illegal services. Such is
not the case with assessee for making purchases from RCI.
Large amount of sales were made to RCI, which increases
the income of the assessee. The sale is an income. No
adverse inference on the facts and circumstances of the
case called for.

Actual/physical movement of goods from the
Premises of assessee company to the premises of
M/s. RCI Industries and Technologies Limited
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13.13 As seen from the aforesaid the Copies of E-way
bills for movement of goods from assessee’s godown in
Dilshad Garden, Delhi to RCI godown at Vishwas Nagar,
Delhi which is hardly 2.5 KM away have been placed on
record with sale invoices. The goods were sent/delivered
through local transport vehicles for which no GR/LR copy
were required for the purpose. However for inter state
sales the LR/GR copies were available but have been
seized by GST department, Central GST New Delhi/ DGGI
Gurugram.

Whether RCI Industries and Technologies Limited
was involved in issuance as well as availing of bogus
ITC Credit and as to why the transactions with them
may not be treated as bogus transactions

13.14 So far the appellant is concerned no transactions
with RCI is proved to be bogus. The appellant has
sold/purchased goods to/from RCI, delivered through local
transport in the case of intra-state sale within Delhi and
inter-state sale/purchase through other transporter for
which LR/GR copies were available, issued necessary
invoices, sufficient stock was held, GST was charged and
payment were received/made through bank transfers in
the normal course of business carried on by the assessee.
These were all genuine transactions were being entered
with RCI since last so many years and were accepted in
the past. If the output GST has been adjusted through
input credit available, the relevant transactions would not
ceased to be bogus transactions. It is seen that a request
was made to summon and examineRCI to confirm that all
the transactions made by the assessee company with them
are genuine business transactions entered into the normal
course of business carried on by the assessee company,
which was not acceded to by the A.O. and on that basis no
adverse inference could have been taken. On the basis of
certain reports that the transactions with RCI are bogus,
without examination and necessary inquiry, the genuine
transactions cannot be treated as bogus.

Documents filed by the RCI

13.15 It is further seen that the documents given to the
assessee company by RCI were also uploaded containing
328 pages vide online response filed on 18.03.2025 which
contains the point wise reply to notice u/s 133(6) of RCI
Industries along-with ITR Ack., Auditor Report, Audited
Financial Statements, Ledgers of Smita Global in the books
of RCI, Ledgers of Bonlon Steels Pvt. Ltd. (Name changed
to Bonlon Industries Ltd.) in the books of RCI, Bank
Statements of RCI highlighting payments made, Copies of
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Sale & Purchase invoices along with Bilty and GR. As the
RCI has gone into Insolvency Resolution Process and
Resolution Professional (RP) could not upload the various
documents. In these circumstances the appellant uploaded
these documents for verification. The A.O. has not pointed
out any discrepancy in these documents. In-fact no further
enquiry or verification was done by the A.O.

13.16 It is seen that the purchases made by the assessee
from RCI are the sales made by them to the appellant,
which have been fully reconciled. Similarly sales made by
the assessee to the RCI is purchase by them from the
assessee, which again fully reconciles. When purchase and
sales made from and to with RCI fully reconciles with the
appellant and RCI, they cannot be considered as bogus.
Complete quantity-wise details have been maintained
which have been placed on record. The A.O. has not
pointed out any specific entry of purchase and sales which
is not reconcilable either with assessee company and with
RCI. When this is so, sales and purchases to or from RCI
cannot be considered as bogus as the same represents the
purchase and sales of the assessee company.

Article 14 of the Indian Constitution, which guarantees
equality before the law and equal protection of the laws, is
applicable in income tax cases, meaning that taxation laws
and their application must be fair and not discriminatory.

It is seen that under similar circumstances purchases
made from RCI Industries accepted as genuine and not
bogus in other cases.

Order dated 23.03.2023 in case of Captain Industries, C-
6B/11, Janak Puri, New Delhi - 110058, assessed under
PAN AAFFCO006K by the A.O. ACIT, Circle 49(1), Delhi

13.17 1In this connection reference has been made to the
following documents in the above case wherein similar
Purchase/Transactions made from RCI Industries was
accepted by the department:

(i) Copy of the notice u/s 148A(b) of I. T. Act 1961 dated
16.03.2022 issued with the approval of PCIT, Delhi-10 to
show-cause as to why the transaction of Rs.
65,75,38,711/- which includes purchases of Rs.
51,77,37,646/- from RCI Industries should not be treated
as bogus transaction and assessment re-opened.

(ii) Order u/s 148(d) of I. T. Act 1961 dated 29.03.2022
for issue of notice u/s 148 of I. T. Act 1961 with again
Prior approval of PCIT Delhi-10
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(iii) The Final Show-cause notice dated 06.03.2023 for A.
Y. 2018-19 issued by the ACIT, Circle 49(1), Delhi to
show-cause as to why the transaction of Rs.
75,61,87,332/- with RCI Industries should not be treated
as unexplained expenditure.

(iv) Copy of the assessment order dated 23.03.2023 is
passed by the Assessment Unit, Income Tax Department,
NFAC wherein the transaction with RCI Industries were
accepted as genuine transactions, under identical facts
and circumstances of the case and no addition was
proposed to made in the final assessment order by
observing as under:

Again regarding bogus purchase from Mis RCI Industries & Technologies Limted the assessee stated
as follows: )

“The basis of the charge is not thal no sales have been made, bul thal there are no cormesponding
purchases, on which the aleged fax was paxd by e for ihe reason tal the ransporfers have
denied irmnsporinfion of goods vnder the GRs isswed by them. This does nol mean ether that the
goods wens nol purchased or these were nol sold. The challenge is 1o the mode of fransport and the
denial by the respective fransporters. This simply maons that the goods resched their destination by
such fucks, whose number differs from the number given in the GRS, or without the GRs and the
Iranspoer téd nol show 13 Income from such ranspontation. I cannol by any siretch of imaginalion
mean thad no saks have taken place ®

On 20.03.2023, assessee has submitted an order passed by a faceless unit, in other case reopened
on basis of same information, who was ihe buyer of raw material from M's RCI Industries &
Technologies Lid, The same has been perused.

Considerning the information avalable on record and documents/facts furnished by the assesses, the
submission of the assessee is accepied |

13.18 It is further seen that assessment in the case of
Myco Electricals Private Limited, D-2/3 (Front Side), Okhla
Industrial Area, Phase II, Tehkhand, Delhi - 110020,
assessed under PAN AAACM1868P by the A.O. Assessment
Unit, Income Tax Department, NFAC, purchase
transactions with RCI have been accepted. Copy of the
relevant assessment order appears at Page No. 1315 to
1317

(i) In this case the assessment was reopened "based on
information that the assessee has entered into non-
genuine transactions in the form of purchase the case was
reopened u/s 147 of IT Act and order u/s 148A(d) was
passed on 23.03.2022.

Later, notice u/s 148 dated 23.03.2022 & intimation to
assessee dated 17.08.2022 for completion of assessment
in accordance with procedure of section 144B of the IT
Act, 1961, was also issued”.

"(2) In response to the notice u/s 148 dated 23.03.2022
the assessee has filed a return of income on 08.04.2022
declaring a total income of Rs. Nil & claiming a refund of
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Rs. 57,195/-& notice u/s 143(2) dated 28.10.2022 was
issued. Further, notice u/s 142(1) dated 18.10.2022 and
letters was issued calling for details. Notice u/s 133(6)
dated 16.11.2022 was issued to M/s. RCI Industries and
Technologies Ltd calling for details and the same was
obtained. The assessment proceedings, in this case have
been taken up through Faceless E-Assessment Scheme-
2019. Hence, all the notices / letters were issued to the
assessee through the system generated Email on its
registered E-mail. The assessee has furnished replies on
21.11.2022, 01.02.2023 &02.03.2023......

”

(ii) Further it has been held in the order as under:

"3) In response to the notices & letters issued, the
assessee has furnished necessarydetails & documents
as called for. Upon perusal of the details & materials
available on record, the assessment is completed u/s
143(3) r.w.s. 147 r.w.s. 144B as under.

Returned Income Rs. Nil
Assessed Income Rs. Nil”

Since similar Purchase/Transactions made from RCI
Industries in other cases have been accepted by the
department, it would be against the principle of equality of
law enshrined in Article 14 of the Constitution, if the claim
is not accepted that the transactions with RCI Industries
are genuine business transactions in the appellant’s case

13.19 In this connection reliance is placed on the
judgement of ITAT, SMC Bench dated 07.10.2022 in the
case of Rasilaben Yogeshbhai Patel vs. ITO Ward 5(3)(2),
Ahmedabad in ITA No.631/AHD/2019, wherein it was held
as under:

Therefore, in our considered view when, the long term
capital gain and exemption claimed by the co-owner has
been accepted, then the assessee cannot be treated
indifferently. In this regard we find support and guidance
from the order of coordinate bench of this tribunal in
case of M. Ambalal Desai v. ITO [IT Appeal No. 1870
(AHD.) of 2015, dated 7-1-2021 wherein it was held as
under:

"7. We have considered the submission of both the
parties and gone through the orders of Lower
Authorities carefully. We have also deliberated on
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various case laws relied by the AR of the assessee.
Before us, the AR of the assessee vehemently submitted
that in assessee's co-owner case, the revenue has
accepted similar Long Term Capital Gain in the scrutiny
assessment. Copy of the assessment order in respect of
two co-owners is placed on record. We have noted that
no counter to the submission of the assessee, was made
by DR that similar Long Term Capital Gain was accepted
in case of co-owner.

8. The Hon'ble Madras High Court in ICT v. Kumararani
Meenakshi Achi (supra) held that during the same
assessment year same quantity of wealth in possession
of co-sharer is subjected to a lower rate of taxation, it
would be highly improper to burden a similarly situated
co-sharer with a higher rate of tax. If such an action on
the part of the assessing authorities is sanctioned it
would militate against the principle of equality of laws
enshrined in Article 14 of the Constitution. By following
the same principle, the Co-ordinate Bench of this
Tribunal in Chetanbhai Prahladbhai Gami v. ITO in ITA
No. 2082/AHD/2013 dated 19- 7-2019, the Tribunal
granted relief to the assessee holding that while making
the assessment of the same property the similar
treatment should be granted.

9. We have noted that in assessee's co-owner'scase
with respect to the property against the sale of which
the assessee claimed Long Term Capital Gain, the AO in
assessee's co-owner case in Prabhodh chandra Ambelal
Desai allowed the similar Long Term Capital Gain by
passing the following order :

"3, On perusal of records and details submitted by the
assessee it was found that the assessee was co-owner
having share of 6.25% in the property sold for Rs.
2,00,00,001/- on 19-1-2009 situated at Survey No. 86,
Lunsikui, Navsari. Value of property as per stamp duty
valuation was determined at Rs. 4,09,01,000/-. The
assessee has not declared capital gain as he has not
filed Return of Income for AY 2009-10 . The said
property was inherited by the assessee. The assessee
has submitted valuation report of the property from
Govt. Approved Valuer who has arrived value of
property at Rs. 66,61,020 as on 1-4-1981. The value of
the assessee's share comes to Rs. 4,16,314. Indexed
cost as per section 48 of the Act is worked out at Rs.
24,22,947/-. As per stamp duty authority the
assessee's share being 6.25% of sale value in the
property comes to Rs. 25,56,310/-. Thus capital gain
comes to Rs. 1,33,363/-, which was taxable in the
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hands of the assessee. The capital gain of Rs. 1,33,363
has now been shown by the assessee in the Return of
Income filed in response to notice u/s 148 of the Act.
However, the assessee has not declared suo moto Long
Term CapitalGain as he has not filed return of Income.
The assessee has consciously not filed return of income
to avoid payment of tax. Therefore, Penalty proceedings
u/s. 271(1)(c) of the Act are initiated on this issue for
concealment of income."

10. We have noted that identical worded assessment
order was passed in other co-owner case i.e. Smt.
Prabhaben Harshadrai Desai, relevant part of the
assessment order is extracted below:

"3. On perusal of records and details submitted by the
assessee it was found that the assessee was co-owner
having share of 6.25% in the property sold for Rs.
2,00,00,001/- on 19-1-2009 situated at Survey No. 86,
Lunsikui, Navsari. Value of property as per stamp duty
valuation was determined at Rs. 4,09,01,000/-. The
assessee has not declared capital gain as he has not
filed Return of Income for AY 2009-10. The said
property was inherited by the assessee. The assessee
has submitted valuation report of the property from
Govt. Approved Valuer who has arrived value of
property at Rs. 66,61,020 as on 1-4-1981. The value of
the assessee's share comes to Rs. 4,16,314. Indexed
cost as per section 48 of the Act is worked out at Rs.
24,22,947/-. As per stamp duty authority the
assessee's share being 6.25% of sale value in the
property comes to Rs. 25,56,310/-. Thus capital gain
comes to Rs. 1,33,363/-, which was taxable in the
hands of the assessee. The capital gain of Rs. 1,333,363
has now been shown by the assessee in the Return of
Income filed in response to notice u/s 148 of the Act.
However, the assessee has not declared suo moto Long
Term Capital Gain as he has not filed return of Income.
The assessee has consciously not filed return of income
to avoid payment of tax. Therefore, Penalty proceedings
u/s. 271(1)(c) of the Act are initiated on this issue for
concealment of income.”

11. In view of the above aforesaid factual and legal
discussion and respectfully following the decision of
Madras High Court in Kumararani Meenakshi Achi
(supra) and decision of Coordinate Bench in Prabhodh
chandra Ambelal Desai (supra), the revenue cannot
treat the assessee in different way, therefore, the
addition to the Long Term Capital Gain added by the
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AO, confirmed by Id.CIT(A) is deleted. In the result the
grounds of appeal raised by the assessee are allowed."

10.1 In view of the above elaborated factual and legal
discussion, and respectfully following the finding of
coordinate bench of this tribunal in aforesaid case. We
accept the contention of Id. AR for the assessee that
once, the similar LTCG offered and exemption claimed by
the co-owner has been accepted by the Revenue, then
the assessee is also entitled for similar relief. We find
convincing force in the submissions of the learned AR for
the assessee. Hence, the appeal of the assessee is
allowed.

13.20 Further reliance is placed on the judgement of
ITAT Delhi D Bench in the case of Madhurittu Puri vs.
DCIT. Circle International Taxation 2(2)(2) New Delhi in
ITA No. 3063/Del/2022 for A. Y. 2019-20 dated
18.07.2023, wherein at Para 8.3 it was held that if an
issue has been accepted in one case the same has to be
accepted in the case of similarly situated assessee. The
relevant extract of the judgement is as under:

"8.3 The assessee has placed copy of assessment order
dated 23.09.2021 in the case of Mr. Janardhan Kapoor,
brother of the assessee at page 215-216 of the Paper
Book for AY 2019-20. His case was also selected for
complete scrutiny by CASS. Her brother is also a non-
resident Indian and had earned income from capital
gain on sale of the same residential house in which he
had 1/3rd share. The Ld. AO noted that this property
was inherited by the assessee from his parents who had
purchased the property in 1967/69. Since the property
was purchased prior to 1st April, 2001, the assessee
got it valued from a registered valuer and used the
value for determining tax payable on long term capital
gain arising from this transaction. The Ld. AO accepted
the FMV as on 01.04.2001 as determined by the
registered valuer of the assessee. Similarly, in the case
of Ms. Poonam Sachdev, sister of the assessee, the
assessment for AY 2019-20 was completed on
28.09.2021 after complete scrutiny under CASS (copy
at page 221-222 of the Paper Book) without making any
addition, though the assessee had declared 1/3rd share
of capital gain arising from the sale of the same
property. Therefore, we are of the view that the
impugned addition in the case of the assessee is not
warranted at all when the same FMV has been accepted
in the cases of other co-owners.”
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We are further relying on the jdugement of ITAT
Mumbai in the case of REKHA RAJESH JOGANI VS.
INCOME TAX OFFICER WARD 19(3)(1), MUMBAI (ITAT
MUMBAI 2025) wherein it was held as under:

9.1. We also take note of the decision of Coordinate Bench
in the case of Balkrisna Gajanan Thopte vs. DCIT, in ITA
No.3380/Mum/2019, dated 10.01.2024 for Assessment
Year 2014-15 which also dealt with identical scrip of SRK
Industries Ltd. deleting the addition made of similar
account both u/s.68 and 69C. There are several other
decisions of Coordinate Benches which dealt with the same
scrip of SRK Industries Ltd. holding in favour of the
assessee on similar nature of transaction as undertaken by
the assessee. The same are listed below:

a. Shri Rakesh Shantilal Shah Vs. ITO [ITA
1775/Mum/2019)

b. Smt. Geeta Khare vs. ACIT [ITA 4267/Mum/2018]

C. Shri Narendra Kumar Saraogi vs. DCIT [ITA 46 &
47/Kol/2018)

d. Aditya Vikram Sureka HUF vs. L. T.O [ITA No.

1650/Kol/2018)

Shree Shreyans Chopra vs. ACIT [ ITA 661/Kol/2018)

Smt. Amrita Baid vs. I1.T.0O. [ITA No. 2477/Kol/2017]

Smt. Snehlata Chopra Vs. I.T.O. [ITA

No.1386/Kol/2018]

Smt. Pushpa Devi Chopra VS. I.T.0. [ITA

No.1388/Kol/2018]

i Smt. Sampat Devi Chopra vs. I.T.O0. [ITA No.
1387/Kol/2018]

> Q@™o

Considering the totality of facts and circumstances of the
case, factual matrix and submissions of parties narrated
as well as discussion and observations made herein above,
we delete the addition made u/s 68 towards proceeds of
sale of listed shares of SRK Industries Ltd. which gave rise
to Long Term Capital Gain on the said sale, claimed
exempt by the assessee u/s 10(38). Accordingly, grounds
taken by the assessee in this respect are allowed.

13.21 In view of above where in other cases of Captain
Industries and Myco Electricals Private Limited (supra),
where the purchase and sale transactions with RCI
Industries have been accepted as genuine transactions, it
is my view that it would be against the principle of
equality of law enshrined in Article 14 of the Constitution
according to which "The State shall not deny to any person
equality before the law or the equal protection of the laws
within the territory of India". Under the circumstances it is
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to be accepted that the transactions with RCI Industries
are genuine business transactions.

13.22  Further, in this connection reference may be made
to the decision of Supreme Court in the case of Basheshar
Nath vs The Commissioner of Income-Tax, Delhi & ... on
19 November, 1958 Equivalent citations: 1959 AIR 149,
1959 SCR SUPL. (1) 528, AIR 1959 SUPREME COURT 149
wherein it was held as under:

It is the first of the five Articles grouped together under
the heading "Right to Equality"”. - The underlying object
of this Article is undoubtedly to secure to all persons,
citizen or non-citizens, the equality of status and of
opportunity referred to in the glorious preamble of our
Constitution. It combines the English doctrine of the
rule of law and the equal protection T. clause of the
14th Amendment to the American Federal Constitution
which enjoins that no State shall deny to any person
within its jurisdiction the equal protection of the laws ".
There can, therefore, be no doubt or dispute that this
Article is founded on a sound public policy recognised
and valued in all civilised States. Coming then to the
language of the Article it must be noted, first and
foremost that this Article is, in form, an admonition
addressed to the State and does not directly purport to
confer any right on any person as some of the other
Articles, e.g., Art. 19, do. The obligation thus imposed
on the State, no doubt, enures for the benefit of all
persons, for, as a necessary result of the operation of
this Article, they all enjoy equality before the law. That
is, however, the indirect, though necessary and
inevitable, result of the mandate. The command of the
Article is directed to the State and the reality of the
obligation thus imposed on the State is the measure of
the fundamental right which every person within the
territory of India is to enjoy. The next thing to notice is
that the benefit of this Article is not limited to citizens,
but is available to any person within the territory of
India. In the third place it is to be observed that, by
virtue of Art. 12, "the State" which is, by Art. 14,
forbidden to discriminate between persons includes the
Government and Parliament of India and the
Government and the legisliature of each of the States
and all local or other authorities within the territory of
India or under the control of the Government of India.
Article 14, therefore, is an injunction to both the
legislative as well as the executive organs of the State
and the other subordinate authorities. As regards the
legislative organ of the State, the fundamental right is
further consolidated and protected by the provisions of
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Art. 13. Clause (1) of that Article provides that all laws
in force in the territories of India immediately before
the commencement of the Constitution, in so far as
they are inconsistent with the provisions of Part III
shall, to the extent of the inconsistency be void.
Likewise el. (2) of this Article prohibits the State from
making any law which takes away or abridges the rights
conferred by the same Part and follows it up by saying
that any law made in contravention of this clause Shall,
to the extent of the contravention, be void. It will be
observed that- so far as this Article is concerned, there
is no relaxation of the restriction imposed by it such as
there are in some of the other Articles, e.g., Art. 19,
cls. (2) to (6). Our right to equality before the law is
thus completely and without any exception secured from
all legislative discrimination. It is not necessary, for the
purpose of this appeal to consider whether an executive
order is a "law" within the meaning of Art. 13, for even
without the aid of Art. 13 our right to the equal
protection of the law is protected against the vagaries,
if any, of the executive Government also.

13.23 Following the decision of Supreme Court and
others as mentioned above the transactions of purchase
and sale with the RCI Industries accepted as genuine in
other cases under the similar circumstances should be
accepted in the appellant’s case and the addition of Rs.
21,21,45,681/-so made is deleted.

Thus, ground of appeal no. 12 of the appellant is
“allowed”.

Grounds of appeal no. 13, 14 15 & 16

14.1 In these grounds, the appellant has agitated that
the action of the A.O. in making addition of Rs.
31,37,286/- u/s 69A of the I. T. Act 1961 being Estimated
G.P. @ 10% of the Total Sale of Rs. 3,13,72,856/- made
by Smita Global Private Limited to RCI Industries and
Technologies Limited, is wunjust, illegal, arbitrary and
against the facts and circumstances of the case. It has
also stated that action of the A.O. in making addition of
Rs. 5,53,82,101/- u/s 69A of the I. T. Act 1961 being
Estimated G.P. @ 10% of the Total Sale of Rs.
55,38,21,013/- made by the appellant to RCI Industries
and Technologies Limited, is unjust, illegal, arbitrary and
against the facts and circumstances of the case.

14.2 Further, it has stated that addition of Rs.
28,23,557/- u/s 69A of the I. T. Act 1961 being 50% of
the GST @ 18% on the Total Sale of Rs. 3,13,72,856/-



41 ITA Nos. 7987, 7988 & 7989/Del/2025
CO Nos. 5, 6 & 7/Del/2026
Bonlon Industries Ltd.

made by Smita Global Private Limited to RCI Industries
and Technologies Limited, which was not the part of the
Show-cause notice dated 24.03.2025 and addition of Rs.
4,98,43,891/- u/s 69A of the I. T. Act 1961 being 50% of
the GST @ 18% on the Total Sale of Rs. 55,38,21,013/-
made by the appellant to RCI Industries and Technologies
Limited, which was not the part of the Show-cause notice
dated 24.03.2025.

14.3 I have considered the submission of the appellant.
It is noted that Smita Global Private Limited was merged
with the assessee company on 13.06.2018. The income
from 14.06.2018 ¢till 31.03.2019 is part and parcel of
income of this company. Smita Global Private Limited have
effected sales to RCI Industries at Rs. 3,13,71,856/-
(being the correct figure instead of Rs. 3,13,72,856/-).
The A.O. has acknowledged this figure of sale of
Rs.3,13,71,856/- in Para 2.1 of the assessment order. The
A.O. has held in Para 12.10 of the assessment order that
the gross profit declared is not proper, which has not been
elaborated upon, no reasons were mentioned and he has
estimated G.P. of Rs. 31,37,286/- being 10% of sale of Rs.
3,13,72,856/- as income without rejection of books of
accounts. This is contested in the Ground of Appeal No.
13.

14.4 Further the appellant has effected sales to RCI
Industries at Rs. 55,38,21,013/-. The A.O. has held in
Para 13.11 of the assessment order that the gross profit
declared is not proper, which has again not been
elaborated upon, no substantial reasons were mentioned
and he has estimated G.P. of Rs. 5,53,82,103/- being 10%
of sale of Rs. 55,38,21,013/- as income without rejection
of books of accounts.

14.5 Further the A.O. has held that it is prevailing in the
market that on bogus billing, generally 50% of the GST is
routed back to person issuing invoices in Cash. In the case
of the assessee the A.O. has held that GST @ 18% on sale
of Rs. 3,13,72,856/- works out to Rs. 56,47,114/- and the
50% thereof of Rs. 28,23,557/- has been treated as
unexplained money and assessed the total income of Rs.
59,60,843/- which is contested in the Ground of Appeal
No. 14.

14.6 Similar addition of Rs. 5,53,82,101/- contested in
Ground of Appeal No. 15 in respect of 10% of Sales of Rs.
55,38,21,013/- made by appellant to RCI Industries has
been made and further addition of Rs. 4,98,43,891/- for
50% of the GST @ 18% on the Total Sale of Rs.
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55,38,21,013/- has been made which is contested in the
Ground of Appeal No. 16.

14.7 It is noted that the books of accounts were duly
audited, stock tally was available, purchase and sales are
verifiable with reference to the invoices issued, Stock
entries - inward and outward on purchase and sales,
closing stock has been properly valued, no discrepancy in
the books of accounts have been found by the Assessing
Officer. The books of accounts have not be rejected, the
addition has been made on conjecture and surmises
without any concrete of evidence in respect of any
addition made by the A.O. The appellant has submitted
that in view of this no addition is called for.

Addition for 50% of GST @ 18% on Sales to RCI
Industries

14.8 It is seen that the addition for 50% of GST @ 18%
on the total sales to RCI Industries has been made without
issuance of a specific show-cause notice or providing an
opportunity to the appellant to explain the alleged issue.
The impugned addition, being based on assumptions,
surmises, conjectures regarding GST, was not part of the
show-cause notice dated 24.03.2025, thereby violating the
principles of natural justice and the mandatory
requirement of providing the assessee an opportunity to
be heard on any proposed addition. Any addition made
behind the back of the assessee or without putting the
specific issue to notice is invalid in law.

14.9 The AO has made the addition assuming that 50%
of the GST component charged on the total sales was
allegedly routed back in cash to the invoice issuer. This
finding is based purely on surmises, presumptions, and
conjectures, without any credible evidence whatsoever.
There is no statement or documentary evidence, no
seizure, or any cash trail to support the claim that any
portion of GST was routed back. The entire sales amount
along with applicable GST was received through proper
banking channels, and duly accounted for in the books of
accounts. The GST was duly reported to the GST
authorities both by the appellant and the RCI, and
relevant returns (GSTR-1 and GSTR-3B) were filed
accordingly and GST Paid.

14.10 Further it is seen that no unexplained money or
assets found in the possession of the assessee, not
recorded in the books of accounts. In the present case
there is no unexplained cash found, No receipt in cash or
unaccounted money has been traced to the appellant, the
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sales and GST components are fully disclosed, recorded,
and supported by invoices and bank statements. 1In
absence of any direct evidence, the addition made under
section 69A is completely unjustified and arbitrary. The
GST component is statutory tax, collected on behalf of the
government and deposited accordingly. Alleging that 50%
of GST is returned in cash without any cogent material is
both factually and legally untenable without any iota of
evidence based completely on surmises, conjecture,
presumptions, assumptions and without any evidence.
Estimation of undisclosed income based on a notional
percentage of GST component, without any trail of cash
movement or corroborative evidence, is a clear case of
overreach and is required to be deleted in entirety. In
view of these facts, the addition for 50% of GST @ 18% on
Sales to RCI Industries is not justified and in absence of
any show-cause notice, evidence, or unexplained cash,
may be deleted.

GST Order accepted the Input Credit Availed

14.11 It is seen that the GST department in its order
dated 11.01.2024 vide reference no. ZD0701240264391
has accepted the input credit claimed in the GST returns
on purchases made and output liability on sales made in F.
Y. 2018-19 and dropped the proceedings under Section
73/74 of GST Act. Copy of the GST order for dropping of
GST proceedings dated 11.01.2024 has been perused.

14.12 Reliance is placed on the judgement of the
Supreme Court in the case of Lal chand Bhagat Ambica
Ram Vs. CIT (1959) 37 ITR 288 (SC) which is set in
somewhat similar back drop in connection with treatment
of the sales made as unexplained money on mere
conjecture and surmise.

14.13 The relevant excerpts from the order of the
Hon’ble Apex Court are reproduced here under:

If the entries in the books of account in regard to the
balance in Rokar and the balance in Almirah were held
to be genuine, logically enough there was no escape
from the conclusion that the appellant had offered
reasonable explanation as to the source of the 291 high
denomination notes of Rs. 1,000 each which it encashed
on 19th Jan., 1946. It was not open to the Tribunal to
accept the genuineness of these books of account and
accept the explanation of the appellant in part as to Rs.
1,50,000 and reject the same in regard to the sum of
Rs.1,41,000.Consistently enough, the Tribunal ought to
have accepted the explanation of the appellant in
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regard to the whole of the sum of Rs.2,91,000 and held
that the appellant had satisfactorily explained the
encashment ofthe 291 high denomination notes of Rs.
1,000 each on 19th Jan., 1946. [para 14]

The Tribunal, however, appears to have been influenced
by the suspicions, conjectures and surmises which were
freely indulged in by the ITO and the AAC and arrived
at its own conclusion, as it were, by a rule of thumb
holding without any proper materials before it that the
appellant might be expected to have possessed as part
of its business, cash balance of at least Rs. 1,50,000 in
the shape of high denomination notes on 12th Jan.,
1946,—a mere conjecture or surmise for which there
was no basis in the materials on record before it. [para
157

Unless the Tribunal had at the back of its mind the
various probabilities which had been referred to by the
ITO it could not have come to the conclusion it did that
the balance of Rs. 1,41,000 comprising of the remaining
141 high denomination notes of Rs. 1,000 each was not
satisfactorily explained by the appellant. [para 18]

If the entries in the books of account were genuine and
the balance in Rokar and the balance in Almirah on 12th
Jan., 1946, aggregated to Rs. 3,10,681-13-9 and if it
was not improbable that a fairly good portion of the
very large sums received by the appellant from time to
time, say in excess of Rs. 10,000 at a time, consisted of
high denomination notes, there was no basis for the
conclusion that the appellant had satisfactorily
explained the possession of Rs. 1,50,000 in the high
denomination notes of Rs. 1,000 each leaving the
possession of the balance of 141 high denomination
notes of Rs. 1,000 each unexplained. Either the
Tribunal did not apply its mind to the situation or it
arrived at the conclusion it did merely by applying the
rule of thumb in which event the finding offact reached
by it was such as could not reasonably be entertained
or the facts found were such as no person acting
judicially and properly instructed as to the relevantlaw
could have found, or the Tribunal in arriving at its
findings was influenced by irrelevant considerations or
indulged in conjectures, surmises or suspicions in which
event also its finding could not be sustained. [para 19]

As the conclusion of the ITO was thus either perverse or
vitiated by suspicions, conjectures or surmises, the
finding of the Tribunal was equally perverse or vitiated
ifthe Tribunal took count of all these probabilities and



45

ITA Nos. 7987, 7988 & 7989/Del/2025

CO Nos. 5, 6 & 7/Del/2026
Bonlon Industries Ltd.

without any rhyme or reason and merely by a rule of
thumb came to the conclusion that the possession of
150 high denomination notes of Rs. 1,000 each was
satisfactorily explained by the appellant but not that of
the balance of 141 high denomination notes of Rs.
1,000 each.[para 20]

Therefore, the Tribunal in arriving at the conclusion in
the present case indulged in suspicions, conjectures and
surmises and acted without any evidence or upon a
view of the facts which could not reasonably be
entertained or the facts found were such that no person
acting judicially and properly instructed as to the
relevant law could have found, or the finding was, in
other words, perverse and the Court is entitled to
interfere. [para 23]

14.14 It is noted that, without prejudice to its claim
that its purchases and sales are genuine, backed by
compliance with GST returns, the income has already been
shown in the books of accounts. The Turnover, Gross
Profit, G.P. Ratio, Net Profit and Net Profit Ratio for the
year under consideration and two preceding years is as
under:

Comparative Ratios:

Particulars ALY, 2019-20 AY. 201819 ALY, 201718
Turnover 2.14,83,66,946 241,92 66,934 2,37,79,52,021
Gross Profit -14,38,802 2,21,738 1,24 18,042
G. P. Ratio -0.07 % 0.01 % 052
et Profit 3,40,11,61 33,17.452 24 92 313
M. P. Ratio 1.58 % 0.14% 0.1%

There is increased net profit shown during the year under
consideration.

14.15 It is seen that recently similar issue arose for
consideration in the case of Ashok Kumar Rungta Vs.
Income Tax Officer 24(1)(1), Mumbai before the Bombay
High Court in Income Tax Appeal No. 1753, 1759 & 2780
of 2018, who as per order dated 15.10.2024 held that
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when the books of accounts and stock tally have been
maintained no addition/disallowance is called for. In this
case it was held:

16. In the instant case, we find that the Revenue in fact
viewed the position as warranting a 100% disallowance
of the expenses. In the context of the Impugned Order,
that is understandable since one could question if there
is no cogent and convincing evidence at all. A Division
Bench of this Court did not consider that appeal to be
worthy of consideration. In Nikunj, the ITAT reversed the
entire disallowance on the part of the Assessing Officer
and the CIT-A. But purporting to adopt Nikunj, in the
instant case, the ITAT fell short of analysing if the
disallowance of 10% was reasonable and justifiable.

17. This very bench had occasioned to deal with a similar
issue in the case of Principal Commissioner of Income-
tax-1 Vs. SVD Resins & Plastics (P.) Ltd. 2 , where,
repelling a challenge by the Revenue, to a decision of the
ITAT curtailing the disallowance of allegedly bogus
purchases to 12.5%, the following observations were
made:

"11. We may observe that in the facts of the present
case, the basic premise on the part of the A.O. so as to
form an opinion that the disputed purchases were not
having nexus with the corresponding sales, appears to
be not correct. It is seen that what was available with
the department was merely information received by it in
pursuance of notices issued under section 133(6) of the
Act, as responded by some of the suppliers. However,
an unimpeachable situation that such suppliers could be
labeled to be not genuine qua the assessee or qua the
transaction entered with the assessee by such
suppliers, was not available on the record of the
assessment proceedings. It is an admitted position that
during the assessment proceedings, the assessee filed
all necessary documents in support of the returns on
which the ledger accounts were prepared, including
confirmation of the supplies by the suppliers, purchase
bills, delivery bank statements etc. to justify the
genuineness of the purchases, however, such
documents were doubted by the AO on the basis of
general information received by the AO from the Sales
Tax Department. In our opinion, to wholly reject these
documents merely on a general information received
from the Sales Tax Department, would not be a proper
approach on the part of the AO, in the absence of
strong documentary evidence, including a statement of
the Sales Tax Department that qua the actual purchases
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as undertaken by the assessee from such suppliers the
transactions are bogus. Such information, if available,
was required to be supplied to the assessee to invite
the response on the same and thereafter take an
appropriate decision. Unless such specific information
was available on record, it is difficult to accept that the
AO was correct in his approach to question such
purchases, on such general information as may be
available from the Sales Tax Department, in making the
impugned additions. This for the reason that the same
supplier could have acted differently so as to generate
bogus purchases qua some parties, whereas this may
not be the position qua the others. Thus, unless there is
a case to case verification, it would be difficult to paint
all transactions of such supplier to all the parties as
bogus transactions.

12. In our opinion, a full addition could be made only
on the basis of proper proof of bogus purchases being
available as the law would recognise before the AO, of a
nature which would unequivocally indicate that the
transactions were wholly bogus. In the absence of such
proof, by no stretch of imagination, a conclusion could
be arrived, that the entire expenditure claimed by the
petitioner qua such transactions need to be added, to
be taxed in the hands of the assessee.

13. In a situation as this, the A.O. would be required to
carefully consider all such materials to come to a
conclusion that the transactions are found to be bogus.
Such investigation or enquiry by the AO also cannot be
an enquiry which would be contrary to the assessments
already undertaken by the Sales Tax Authorities on the
same transactions. This would create an anomalous
situation on the sale-purchase transactions. Hence, in
our opinion, wherever relevant any conclusion in regard
to the transactions being bogus, needs to be arrived
only after the A.O. consults the Sales Tax Department
and a thorough enquiry in regard to such specific
transactions being bogus, is also the conclusion of the
Sales Tax Department. In a given case in the absence
of a cohesive and coordinated approach of the A.O. with
the Sales Tax Authorities, it would be difficult to come
to a concrete conclusion in regard to such
purchase/sales transactions being bogus merely on the
basis of general information so as to discard such
expenditure and add the same to the assessee's
income.

14. Any half hearted approach on the part of the AO to
make additions on the issue of bogus purchases would
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not be conducive. It also cannot be on the basis of
superficial inquiry being conducted in a manner not
known to law in its attempt to weed out any evasion of
tax on bogus transactions. The bogus transactions are
in the nature of a camouflage and/or a dishonest
attempt on the part of the assessee to avoid tax,
resulting in addition to the assessee’s income. It is for
such reason, the approach of the AO is required to be
well considered approach and in making such additions,
he is expected to adhere to the lawful norms and well
settled principles. After such scrutiny, the transactions
are found to be bogus as the law would understand, in
that event, they are required to be discarded by making
an appropriate permissible addition

16. The assessee has happily accepted such finding as
this has benefited the assessee, looked from any angle.
However, in a given case if the Income-tax Authorities
are of the view that there are questionable and/or
bogus purchases, in that event, it is the solemn
obligation and duty of the Income-tax Authorities and
more particularly of the A.O. to undertake all necessary
enquiry including to procure all the information on such
transactions from the other departments/authorities so
as to ascertain the correct facts and bring such
transactions to tax. If such approach is not adopted, it
may also lead to assessee getting away with a bonanza
of tax evasion and the real income would remain to be
taxed on account of a defective approach being followed
by the department.”

The aforesaid analysis would squarely apply to the facts of
the instant case. Not only has the Assessing Officer not
conducted the exercise as expected of him, the CIT-A has
effected a summary measure of disallowing 10% of the
expenses and the ITAT has been happy to endorse the
same as an equitable middle ground. Such an approach
cannot be endorsed as a process known to law to disallow
expenses on the premise of their being bogus.

Another decision of a Division Bench of this Court in the
case of Principal Commissioner of Income-tax Vs.
Shapoorji Pallonji and Co. Ltd. 3 is noteworthy. The
relevant portions are extracted below:

17. On further appeal before the Tribunal by the
respondent - assessee, Tribunal held as under: "16.
Having heard rival submissions, we are of the view that
there is merit in the submissions made by the assessee.
We notice that the AO has simply relied upon the Sales
Tax Department report about suspicious dealers, without
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making independent inquiries. On the contrary, the
assessee has furnished all the materials to prove the
genuineness of purchases and the AO has failed to show
that those materials were bogus. Under these set of facts,
we are of the view that there is no justification in doubting
the genuineness of purchases made by the assessee.
Further, these alleged bogus purchases forms a minor
fraction of total volume of the assessee company and it is
stated that there is no day to day involvement of the
management. It was further submitted that the assessee is
having strict internal controls. Hence we are of the view
that the AO has not made a proper ground in support of
the disallowance. Accordingly we set aside the order
passed by Ld. CIT (A) on this issue and direct the AO to
delete the addition of Rs.3,23,944/-.

18. Thus, we find that according to the Tribunal the
assessing officer had merely relied upon information
received from the Sales Tax Department, Government of
Maharashtra without <carrying out any independent
enquiry. Tribunal had recorded a finding that assessing
officer had failed to show that the purchased materials
were bogus and held that there was no justification to
doubt genuineness of the purchases made by the
respondent - assessee.

19. We are in agreement with the views expressed by the
Tribunal. Merely on suspicion based on information
received from another authority, the assessing officer
ought not to have made the additions without carrying out
independent enquiry and without affording due opportunity
to the respondent - assessee to controvert the statements
made by the sellers before the other authority.
Accordingly, we do not find any good ground to entertain
this question for consideration as well.” [Emphasis
Supplied]

23. The Supreme Court dismissed the Special Leave
Petition challenging the aforesaid decision. In the instant
case, the onus of bringing the purchases by the Appellant-
Assessee under cloud was on the Respondent-Revenue,
which has not discharged this burden in the first place.
Apart from the inputs being received from the
investigation wing, there s nothing concrete in the
material on record that was used to confront the
Appellant-Assessee. If the counterparties in these
purchases could not be produced years later, simply
adopting a 10% margin for disallowance, without any
cogent or convincing evidence, in our opinion, would be
unreasonable and arbitrary. It is repugnant for the ITAT to
uphold such an addition of 10% of the allegedly bogus
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purchases to the income of the Appellant-Assessee,
despite returning a firm finding that the AO Order was
untenable not being backed by cogent and convincing
evidence.

14.16 No addition is required to be made without
appreciating the facts of the case, for the transactions of
purchase and sale to RCI Industries. The assessee
company has made Purchases and sales which are backed
by proper purchase and sales bills and these purchases
and sales have been confirmed by RCI Industries. The
transactions were not entered into for decreasing the
profit. No fake invoices have been taken/issued for
availing input tax credit. The assessee company has
established one to one nexus/link between the purchase
and sales as shown in the Books of account of M/s RCI
Industries Pvt. Ltd. Each purchase has corresponding sales
mentioning the same quantity in purchase and sales. The
purchases made were sold with profit margin then
available. One to one reconciliation of purchases with
sales has been established. Only the profit embedded in
each amount of purchase and sales could be taxed, which
has already been disclosed in the books of accounts. When
the sales are treated/considered/accepted genuine and not
bogus the corresponding purchase should have been held
in-genuine or bogus and should have been accepted. No
sales could be made without any purchase. In this
connection reference may be made to the decision of the
Jaipur Bench of ITAT in 31 DTR 456 in the case of Nisraj
Real Estate wherein it was held that unverified purchases
made by assessee could not be treated as unexplained
expense u/s 69C and no addition can be made thereof u/s
69C proviso there under - as once sales were made by
assessee, purchases were obviously made. In view of this
no addition is called for as no income has escaped
assessment.

Books of accounts not rejected - No addition

14.17 It is submitted that no addition on estimation
basis without Rejecting Books of Accounts can be made by
the A.O. This has been so held by the Jurisdictional
Hon’ble Delhi High Court in the case of PCIT Vs Forum
Sales Pvt. Ltd. in Appeal Number: ITA 862/2019, dated
01/03/2024 for A.Y. 2013-14. The High Court underscored
that for any addition to be made on an estimation basis,
rejecting the books of accounts is sine qua non. This
principle is established to ensure a transparent and
precise assessment process, avoiding arbitrary pick-and-
choose methods that could lead to incomplete and
erroneous computation of taxable income.
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14.18 Further reliance has been placed on the judgement
of Delhi ITAT in the case of Home Developers Project Pvt.
Ltd. Vs DCIT in Appeal Number: ITA No. 390/Del/2019
dated 26/07/2023 for A. Y. 2012-13, wherein the Hon’ble
ITAT in Para 23 of the order has held as under:

In our considered opinion without rejecting the books of
account the AO has grossly erred in estimating the profit
which is against the ratio laiddown by the Hon’ble High
Court of Delhi in the case of National Industrial
Corporation Limited 258 ITR 578. Since the addition is
solely based on estimation without rejecting the books of
accounts, we do not find any merit in the impugned
addition the AO is directed to delete the same.

14.19 The appellant has duly filed the GST/Sales tax
returns and other documents which establishes the
genuineness of the transactions of sale. Books of accounts
of the assessee have not been rejected. Similarly the sales
have not been doubted. Purchase and sale invoices have
been filed backed by stock tally and GST returns, which
would indicate that the purchase and sales were genuinely
made. The A. O. has accepted the findings of the sales tax
department without conducting any independent enquiry.
Input tax credit was claimed by the assessee on the
purchases made from the RCI Industries. Output tax was
paid on the sales made to RCI Industries. In a trade,
trading is permissible and the profit shown on such sales
is part of the trading results. The assessee is public
limited company and the shares are quoted on the Bombay
Stock Exchange. The trading done by the appellant did not
result in revenue losses. In a trading business goods
required by either party for its business are either
purchased or sold at the price agreed upon. It is for an
assessee and its supplier/customer when to buy any
commodity from either of them at the rates agreed upon.
There is no charge that over invoicing or under invoicing
was undertaken to generate bogus loss. No sales could
have been effected without making any purchases. Sales
figure having been accepted, there is no justification in
not accepting the purchases.

14.20 Further during the course of assessment
proceedings the A.O. has issued the notice u/s 133(6) of
the I. T. Act 1961 to RCI Industries and Technologies Ltd.
dated 25.02.2025. A response to this notice was filed by
the RCI before the A.O. on 25.03.2025. This has been duly
mentioned in Para 11.6 of the Assessment order by the
A.O. The A.O. has disallowed the purchases amounting to
Rs. 21,21,45,681/- made from RCI Industries &
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Technologies Ltd., holding the same as non-genuine
primarily on the basis of the cancellation of GST
registration of the supplier and lack of certain documents
filed in response to notice u/s 133(6) of I. T. Act 1961. It
is seen that in the reply to notice the RCI has clearly
mentioned the company is under Corporate Insolvency
Resolution Process (CIRP), and hence, the availability of
records is constrained due to the suspension of its board
of directors and lack of cooperation from past employees.
It is seen that nothing prevented the A.O. from issuing a
further reminder or notice under section 133(6) to the
Resolution Professional or seeking additional details
through alternate channels, such as the Insolvency and
Bankruptcy Board of India (IBBI) or the National Company
Law Tribunal (NCLT). The AO chose not to make further
inquiries despite having statutory powers available under
the Act. The Iledger accounts of RCI Industries &
Technologies Ltd., as maintained and produced by the
appellant, clearly reflect the transactions in question.
These ledger accounts match the appellant’s books and
show the purchase amounts along with corresponding
payments made via banking channels. The matching of
ledger balances is a crucial piece of corroborative evidence
establishing the genuineness of the transactions,
especially in cases where third-party documentation may
be partially unavailable due to CIRP proceedings. RCI in
response to notice u/s 133(6) of I. T. Act 1961 have duly
furnished all the relevant documents in support of the
purchases from RCI Industries & Technologies Ltd.,
including copy of ITR filed by RCI for A. Y. 2019-20,
auditor’s report, complete audited financial statement
alongwith notes to accounts, confirmation of accounts /
ledger accounts of Bonlon Industries Ltd. and Smita Global
Pvt. Ltd. in the books of RCI, Bank statements showing
receipts and payments, copies of sales and purchase
invoices along-with bilty/LR. It is incorrect to state that no
transportation records have been provided. The RCI as
well as appellant have duly submitted copies of LRs/bilty
and E-way bills evidencing movement of goods. Non-
availability of transporter details from the supplier’s end
(RCI), especially given its status under CIRP, should not
be held against the appellant when the appellant itself has
provided such documentation. The fact that the supplier’s
GST registration was cancelled suo moto by the GST
Department, and retrospectively, does not automatically
render the transactions void or fictitious. Purchases were
made during the period when the supplier was active, and
payments were duly made through banking channels. It is
seen that mere GST registration cancellation cannot be a
ground to treat the purchases as bogus if the buyer has
discharged its burden by providing evidence of genuine
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transactions. The Cancellation of GST registration of RCI
was made by the GST Officer, Assistant Commissioner,
Ward 201, Zone 11 Delhi as per notice dated 21.02.2023
and registration was suspended from 21.02.2023
retrospectively from 01.07.2017. Also the order for
cancellation of GST registration of RCI was made on
21.02.2023. Thus the GST registration was not cancelled
during the period relevant to A. Y. 2019-20 and was in
force.

14.21 Considering the above facts and circumstances and
legal position of the case, the AO is directed to delete the
following additions:

(i) Ground of Appeal No. 13 - Addition of Rs. 31,37,286/-
being estimated G.P. on sale

(ii) Ground of Appeal No. 14 - Addition of Rs. 28,23,557/-
being 50% of the GST

(iii) Ground of Appeal No. 15 - Addition of Rs.
5,53,82,101/- being estimated G.P. on sale

(iv) Ground of Appeal No. 16 - Addition of Rs.
4,98,83,891/- being 50% of the GST

Thus, grounds of appeal no. 13, 14, 15 & 16 of the
appellant are "allowed”.

27. On perusal of the finding returned by the Id. CIT(A) and
considering the arguments raised by both the parties before us,
we are of the considered opinion that the finding returned by
us in ITA No. 7987/Del/2025 (supra) wherein the similar
addition has been deleted by the Id. CIT(A) and the said order
has been confirmed by us, shall mutatis mutandis apply to
finding returned by Id. CIT(A) in this appeal also. For these
reasons, the deletion of the addition made by Assessing Officer

and the impugned order passed by Id. CIT(A) is confirmed. The
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ground raised by the Revenue before us are accordingly

dismissed.

CO No. 7/Del/2026

28. The assessee has raised following grounds in the Cross
Objection:

"1. That on the facts and circumstances of the case the
CIT (Appeal) has erred in not disposing of the following
additional ground of appeal raised by the appellant: -

19. That on the facts and circumstances of the case the
jurisdictional assessing officer A.O. DCIT Circle 4(2),
New Delhi has erred on the facts and in law issuing
notices u/s 148 and 148A of the I. T. Act 1961,
specifically after the introduction of Section 151A of I.
T. Act 1961 and issuance of CBDT Notification No.
18/2022 dated 29.03.2022, resulting in framing the
illegal assessment and is thus required to be quashed in
view of the recent decision of the Hon’ble Supreme
Court in the case of ADIT vs. Deepanjan Roy dated
16.07.2025 wherein it has been held that issue of
Notice u/s 148 in faceless manner is mandatory.

2. Action of the CIT (A) in confirming the action of the
A.O0. who has failed to verify the correctness of the
information received from the insight portal and has failed
to showcase as to how information suggests that the
income has escaped assessment making the assessment as
illegal, arbitrary and against the facts and circumstances
of the case (As per Ground of Appeal No. 5 before the CIT

(A)).

3. The impugned assessment order is bad in law as the
same has been mechanically passed by the A.O. and does
not provide any cogent explanation for making additions to
the income of the appellant and the A.O. has failed to
consider the replies of the appellant during the course of
reassessment proceedings and also in the proceedings u/s
148A(b) of I. T. Act 1961 and has mechanically passed the
impugned assessment order (As per Ground of Appeal No.
7 and 8 before the CIT (A))

4. The reassessment proceedings initiated by the A.O.
based on information received from the insight portal is
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bad in law as the same is a borrowed satisfaction and no
independent inquiry has been made.”

29. On perusal of the grounds of the Id. CIT(A), we are of the
considered opinion that all the grounds pertains to the legality
of the reopening proceedings u/s 148 of the Act. We have
earlier noticed that the assessment order was challenged
before the Hon’ble High Court. It is further notice from the
impugned order that the Hon’ble High Court has passed interim
order holding that CIT(A)’s order would be subject to outcome
of the writ petition, for limitation for issue of notice u/s 147 of
the Act. In Write No. WP(C) 5131/2025 and the issue of
limitation pertaining to the reopening proceeding is pending
consideration before the Hon’ble High Court and the same has
not been decided by the Id. CIT(A) wherein he has not decided
the ground Nos. 1 to 4 raised by the Revenue in the impugned
order. In view of the finding of the Id. CIT(A) having been
confirmed by us while upholding the ground Nos.13, 14, 15, &
16 in the impugned order, the decision on these legal grounds
raised in the CO is rendered academic and we have not decided
the same and in view of the proceedings pending before the
Hon’ble High Court, the same are kept open. For these reasons,

the CO of the assessee is disposed off in above terms.
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ITA No. 7988/Del/2025
CO No. 5/Del/2026

30. In this ITA which pertains to the setting side of the
penalty imposed u/s 270A by the Assessing Officer for AY
2018-19, the Revenue has raised the following grounds before
us as under:

"1. That on the facts and in the circumstances of the
case and in law, the Ld. Commissioner of Income Tax
(Appeals), NFAC, has erred in deleting the penalty of
Rs.6,06,11,434/- levied under section 270A of the
Income-tax Act, 1961, without appreciating that the
penalty was rightly imposed for misreporting of income
arising from non-genuine purchases amounting to
Rs.9,16,60,520/-."

31. We have heard the Id. DR and the Id. AR and gone
through the penalty order as well as the impugned order
setting aside the penalty i.e. order dated 24.09.2025 of the Id.
CIT(A)/NFAC, Delhi. The penalty has been deleted while
deciding the ground Nos. 2 & 3 by the Id. CIT(A) in para 6.1 to
6.3 extracted below as under:

"6.1 These grounds of appeal are directed against
imposition of penalty of Rs.6,06,11,434/- u/s 270A of the
Act for under reporting of income in consequences of
misreporting of income. I have perused the AO’s order,
statement of facts and other material available on record.

6.2 It is noted that after considering the material on
record, the CIT (A), NFAC vide his order
ITBA/NFAC/S/250/2025-26/1080898285(1) dated
18.09.2025 has allowed the quantum appeal of the
appellant in respect of the assessment order passed u/s
144 r.w.s. 147 r.w.s 144B of the Act for the impugned A.Y.
2018-19 dated 19.05.2023.

6.3 Keeping in view of the above, since the quantum
addition has been allowed in favour of appellant, the
penalty order u/s 270A of the Act does not survive. Once,
the quantum addition is decided, penalty proceedings does
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not have legs to stand upon and cannot survive.
Therefore, the present appeal of the appellant is hereby
allowed.”

32. While deciding the appeal in ITA No. 7987/Del/2025, we
have confirmed the findings of the quantum appeal wherein the
addition made in the assessment order were deleted on merit
by the Id. CIT(A) vide order dated 24.09.2025. Since the said
order of Id. CIT(A) has been confirmed by us, hence the ground
raised by the Revenue against setting aside of the penalty
imposed amounting to Rs.9,16,60,520/- u/s 270A of the Act is
devoid of merit and is accordingly dismissed. The appeal is

accordingly dismissed.

33. Since the appeals of the Revenue are dismissed, the CO of

the assessee is rendered academic and accordingly dismissed.

34. In the result, the appeals of the Revenue in ITA Nos.
7987, 7988 & 7989/Del/2025 are dismissed and the cross
objection of the assessee in CO Nos.5, 6 & 7/Del/2026 are also
dismissed.

Order Pronounced in the Open Court on 03/07/2026.

Sd/- Sd/-
(Renu Jauhri) (Raj Kumar Chauhan)
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