
CWP-34296-2024 (O&M) 1
and other connected cases

    IN THE HIGH COURT OF PUNJAB AND HARYANA

     AT CHANDIGARH

****                  

   Reserved on: 21.08.2026

   Pronounced on: 01.10.2026 

   Uploaded on: 01.10.2026 

Whether  only  the  operative  part  of  the  judgment  is  pronounced  or
whether the full judgment is pronounced: Full   

SR. NO. CASE NUMBER(S) PARTY NAME(S)

1 CWP - 34296 - 2024
SHAURYA ALLOYS PVT LTD V/S STATE

OF PUNJAB AND ANOTHER

2 CWP - 25765 - 2026
MS BHUMI STEEL TRADERS V/S

UNION OF INDIA AND OTHERS

3 CWP - 11927 - 2025
SHAURYA ALLOYS PVT LTD V/S

UNION OF INDIA AND OTHERS

4 CWP - 13016 - 2025
VIJAY KUMAR V/S UNION OF INDIA

AND OTHERS

5 CWP - 9225 - 2025
M/S SARASWATI STEELS V/S UNION

OF INDIA AND OTHERS

6 CWP - 11881 - 2025
ROHIT STEEL INDUSTRIES V/S UNION

OF INDIA AND OTHERS

7 CWP - 4217 - 2025

M/S SHREE VARDHMAN INFRAHOMES

PRIVATE LIMITED V/S STATE OF

HARYANA AND OTHERS

8 CWP - 34817 - 2024
MS JAI MAA ALLOYS V/S UNION OF

INDIA AND ORS

9 CWP - 4072 - 2025
BABA METAL CO. V/S STATE OF

HARYANA AND OTHERS

10 CWP - 13004 - 2025
AMAN V/S STATE OF HARYANA AND

OTHERS

11 CWP - 12996 - 2025
ROHIT MOTOR STORE V/S STATE OF

PUNJAB AND OTHERS

12 CWP - 12711 - 2025

M/S EXETER METBIZ INDIA PRIVATE

LIMITED V/S STATE OF HARYANA AND

OTHERS

13 CWP - 14063 - 2025

MS SVM MULTIMETALS PRIVATE

LIMITED V/S STATE OF PUNJAB AND

OTHERS

14 CWP - 14060 - 2025
MS PANAMA ALLOYS INC V/S STATE

OF PUNJAB AND OTHERS

15 CWP - 13022 - 2025
MS PANAMA ALLOYS INC V/S STATE

OF PUNJAB AND OTHERS

16 CWP - 13276 - 2025
RPIC JINDAL STEELS V/S UNION OF

INDIA AND OTHERS

17 CWP - 9234 - 2025
M/S SHIVAM TRADING CO V/S UNION

OF INDIA AND OTHERS

18 CWP - 15597 - 2025
MS DAHELA FOOD TECH V/S UNION

OF INDIA AND OTHERS

19 CWP - 15666 - 2025
SHAURYA ALLOYS PVT LTD V/S

UNION OF INDIA AND OTHERS

20 CWP - 14161 - 2025
MEDIQA HEALTHCARE V/S UNION OF

INDIA AND OTHERS

21 CWP - 14863 - 2025 MS BHARAT SALES V/S ADDITIONAL

JOINT COMMISSIONER CGST
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CHANDIGARH COMMISSIONERATE

AND ORS

22 CWP - 14050 - 2025

MS VASU MULTIMETALS PRIVATE

LIMITED V/S STATE OF PUNJAB AND

OTHERS

23 CWP - 16189 - 2025

M/S SANJIB ZENAT ISPAT PRIVATE

LIMITED V/S UNION OF INDIA AND

OTHERS

24 CWP - 15881 - 2025
MS NAMDEV INDUSTRIES V/S STATE

OF PUNJAB AND OTHERS

25 CWP - 13813 - 2025
ROHIT MOTOR STORE V/S STATE OF

PUNJAB AND OTHERS

26 CWP - 13410 - 2025
MS BHAGWATI COTGIN CO V/S UNION

OF INDIA AND OTHERS

27 CWP - 9788 - 2025
M/S JK HELENE CURTIS LIMITED V/S

UNION OF INDIA AND OTHERS

28 CWP - 6496 - 2025
MS RISHAB STEEL AND AGRO INDS

V/S STATE OF PUNJAB AND OTHERS

29 CWP - 9196 - 2025
M/S VITAL STEEL BARS LLP V/S

UNION OF INDIA AND OTHERS

30 CWP - 6549 - 2025
M/S SIYA RAM ALLOYS V/S UNION OF

INDIA AND OTHERS

31 CWP - 16153 - 2025
MS NATIONAL STEEL ROLLING MILL

V/S STATE OF PUNJAB AND OTHERS

32 CWP - 14149 - 2025
M/S DURGA COTTON FACTORY V/S

UNION OF INDIA AND OTHERS

33 CWP - 16604 - 2025
M/S S G MULTIMETALS V/S STATE OF

PUNJAB AND OTHERS

34 CWP - 15876 - 2025
SHAURYA ALLOYS PVT LTD V/S

UNION OF INDIA AND OTHERS

35 CWP - 15889 - 2025
MS ANJ METAL RECYCLING PVT LTD

V/S UNION OF INDIA AND OTHERS

36 CWP - 16055 - 2025
SATGURU STEEL IMPEX V/S UNION OF

INDIA AND OTHERS

37 CWP - 15669 - 2025
SHAURYA ALLOYS PVT LTD V/S

UNION OF INDIA AND OTHERS

38 CWP - 18904 - 2025
MS SAJJAN SINGH AND CO V/S STATE

OF PUNJAB AND OTHERS

39 CWP - 26722 - 2025
M/S SKYLINE BUILDERS V/S UNION

OF INDIA AND OTHERS

40 CWP - 24059 - 2025
VINAYAK ENTERPRISES V/S STATE OF

HARYANA AND OTHERS

41 CWP - 15720 - 2025

M/S P D SEKHSERIA TRADING CO

PRIVATE LIMITED V/S UNION OF

INDIA AND OTHERS

42 CWP - 23723 - 2025
INDOTECH AGRO WORKS V/S STATE

OF PUNJAB AND OTHERS

43 CWP - 34258 - 2024

BOBIERI CREAZON FASHION

ACCESSORIES PVT LTD V/S STATE OF

HARYANA AND ANOTHER

44 CWP - 32 - 2025
DELUX STEEL INDUSTRIES V/S STATE

OF PUNJAB AND ANOTHER

45 CWP - 13269 - 2025

M/S VISHWANATH STEEL ROLLING

MILLS V/S UNION OF INDIA AND

OTHERS

46 CWP - 13655 - 2025
MS JAGRAON GLOBAL INDUSTRIES

V/S UNION OF INDIA AND OTHERS

47 CWP - 12752 - 2025 M/S EXETER METBIZ INDIA PRIVATE
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LIMITED V/S UNION OF INDIA AND

OTHERS

48 CWP - 13303 - 2025
ROHIT MOTOR STORE V/S STATE OF

PUNJAB AND OTHERS

49 CWP - 23113 - 2025
M/S MAHAVIR METALS V/S STATE OF

HARYANA AND OTHERS

50 CWP - 21685 - 2025
M/S HARYANA ISPAT UDYOG V/S

UNION OF INDIA AND OTHERS

51 CWP - 24654 - 2025
MS SHIVAY IRON IMPEX V/S UNION

OF INDIA AND OTHERS

52 CWP - 26489 - 2025
MS KIRAN STEEL ENTERPRISES V/S

STATE OF PUNJAB AND OTHERS

53 CWP - 24529 - 2025
MS ANSH STEEL ALLOYS V/S UNION

OF INDIA AND OTHERS

54 CWP - 1727 - 2026
NAVKAR TRADING CO V/S UNION OF

INDIA AND OTHERS

55 CWP - 2535 - 2026

SUPER TECH MACHINERY

CORPORATION V/S STATE OF PUNJAB

AND ORS

56 CWP - 24645 - 2025

MS SHREE RADHAY KRISHNA AND

AMP CO V/S UNION OF INDIA AND

OTHERS

57 CWP - 21590 - 2025
MS SAMANYU ENTERPRISES V/S

UNION OF INDIA AND OTHERS

58 CWP - 27740 - 2025

SANJIB ZENAT ISPAT PRIVATE

LIMITED V/S UNION OF INDIA AND

OTHERS

59 CWP - 25363 - 2025

M/S BUSINESS PARK MAINTENANCE

SERVICES PRIVATE LIMITED V/S

UNION OF INDIA AND OTHERS

60 CWP - 24646 - 2025
MS AMRITSAR OIL TRADERS V/S

UNION OF INDIA AND OTHERS

61 CWP - 24558 - 2025

M/S AHANADA FOOD COLOUR

PREPARATION V/S UNION OF INDIA

AND OTHERS

62 CWP - 29936 - 2025
MS LAKHDATA EVENTS V/S UNION OF

INDIA AND OTHERS

63 CWP - 25887 - 2025
MS PARBAZ ENTERPRISES V/S UNION

OF INDIA AND ORS

64 CWP - 29748 - 2025

MS MAHADEV METALS V/S UNION

TERRITORY OF CHANDIGARH AND

OTHERS

65 CWP - 25192 - 2025
MS RAJSHREE STEELS V/S STATE OF

PUNJAB AND OTHERS

66 CWP - 31919 - 2025

SUPER TECH FORGINGS INDIA PVT

LTD V/S UNION OF INDIA AND

OTHERS

67 CWP - 28750 - 2025
NARULA COTTON MILLS V/S UNION

OF INDIA AND OTHERS

68 CWP - 28819 - 2025
MS AGGARWAL TRADING CO V/S

UNION OF INDIA AND OTHERS

69 CWP - 25895 - 2025

M/S THE STUNNING SOLUTION AND

ENTERPRISES V/S UNION OF INDIA

AND ORS

70 CWP - 29929 - 2025

MS THE STUNNING SOLUTIONS AND

ENTERPRISES V/S UNION OF INDIA

AND OTHERS

71 CWP - 31989 - 2025 MS JAI SHRI BALAJI TRADING CO V/S
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STATE OF PUNJAB AND OTHERS

72 CWP - 29103 - 2025
RAHEJA BARTAN BHANDAR V/S

UNION OF INDIA AND OTHERS

73 CWP - 25889 - 2025
M/S LAKHDATA ADVERTISEMENT V/S

UNION OF INDIA AND ORS

74 CWP - 29264 - 2025
RAHEJA AND SONS V/S UNION OF

INDIA AND OTHERS

75 CWP - 29718 - 2025
SHIV SHANKAR ENTERPRISES V/S

STATE OF PUNJAB AND ANOTHER

76 CWP - 29935 - 2025
MS LAKHDATA ADVERTISEMENT V/S

UNION OF INDIA AND OTHERS

77 CWP - 31769 - 2025

SONALI PETROCHEMICAL PRIVATE

LIMITED V/S UNION OF INDIA AND

OTHERS

78 CWP - 31772 - 2025
NP ENTERPRISES V/S UNION OF INDIA

AND OTHERS

79 CWP - 31094 - 2025
MS SHIVAM ALLOYS V/S STATE OF

PUNJAB AND OTHERS

80 CWP - 29549 - 2025
M/S V K TRADERS V/S UNION OF

INDIA AND OTHERS

81 CWP - 29248 - 2025
RAHEJA TRADERS V/S UNION OF

INDIA AND OTHERS

82 CWP - 31105 - 2025
MS RUDRA SALES CORP V/S UNION

OF INDIA AND OTHERS

83 CWP - 29790 - 2025
MS JAGRAON MULTIMETALS V/S

STATE OF PUNJAB AND OTHES

84 CWP - 18337 - 2025
SUSHIL KUMAR V/S UNION OF INDIA

AND OTHERS

85 CWP - 34368 - 2025
ANSH TRADING CO V/S UNION OF

INDIA AND OTHERS

86 CWP - 33410 - 2025
HARI RAM SURESH KUMAR V/S STATE

OF HARYANA AND OTHERS

87 CWP - 33780 - 2025
TRIANGLE INTERNATIONAL TRADE

V/S UNION OF INDIA AND OTHERS

88 CWP - 36216 - 2025
MS UNITY INDUSTRIES V/S STATE OF

HARYANA AND OTHERS

89 CWP - 33984 - 2025
M/S SONA CASTINGS P LIMITED V/S

UNION OF INDIA AND OTHERS

90 CWP - 33430 - 2025
INDU TRADING COMPANY V/S STATE

OF PUNJAB AND OTHERS

91 CWP - 33413 - 2025
HARI RAM SURESH KUMAR V/S STATE

OF HARYANA AND OTHERS

92 CWP - 32744 - 2025
BOBBY CREATION PVT LTD V/S

UNION OF INDIA AND OTHERS

93 CWP - 32623 - 2025
MS HARYANA PETRO CHEMICALS V/S

STATE OF HARYANA AND OTHERS

94 CWP - 32961 - 2025
M/S SWASTIK STEEL INDUSTRIES V/S

UNION OF INDIA AND OTHERS

95 CWP - 17313 - 2025
M/S MAGNA WIRES PRIVATE LIMITED

V/S STATE OF PUNJAB AND OTHERS

96 CWP - 34530 - 2025
M/S GARG OIL UDYOG V/S STATE OF

HARYANA AND OTHERS

97 CWP - 37064 - 2025
MADHAV KRG LIMITED AND OTHERS

V/S UNION OF INDIA AND ANOTHER

98 CWP - 33436 - 2025

DASMESH CASTINGS PRIVATE

LIMITED V/S UNION OF INDIA AND

ORS

99 CWP - 35859 - 2025 M/S KHALSA AUTO INDUSTRIES V/S
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STATE OF PUNJAB AND OTHERS

100 CWP - 10648 - 2025

M/S STALWART ALLOYS INDIA PVT

LTD V/S STATE OF HARYANA AND

OTHERS

101 CWP - 31970 - 2025
SR IMPEX PVT LTD V/S UNION OF

INDIA AND OTHERS

102 CWP - 35318 - 2025
NARESH KUMAR V/S STATE OF

HARYANA AND OTHERS

103 CWP - 32931 - 2025
M/S SWASTIK STEEL INDUSTRIES V/S

UNION OF INDIA AND OTHERS

104 CWP - 31971 - 2025
MS S H INFRA V/S UNION OF INDIA

AND OTHERS

105 CWP - 34193 - 2025
JMD TRADERS V/S UNION OF INDIA

AND OTHERS

106 CWP - 34664 - 2025
M/S ANAYA INDUSTRIES V/S UNION

OF INDIA AND OTHERS

107 CWP - 34403 - 2025
MS VARUN STEEL CASTINGS PVT LTD

V/S STATE OF PUNJAB AND OTHERS

108 CWP - 36306 - 2025
SAKSHAM STEEL V/S STATE OF

PUNJAB AND OTHERS

109 CWP - 35829 - 2025

M/S BAPORIA GUM INDUSTRIES

PRIVATE LIMITED V/S STATE OF

HARYANA AND OTHERS

110 CWP - 36779 - 2025
ROOP METAL V/S UNION OF INDIA

AND OTHERS

111 CWP - 37766 - 2025

M/S PARMA NAND AGGARWAL AND

SONS V/S UNION OF INDIA AND

OTHERS

112 CWP - 38340 - 2025
MS RUDRA SALES CORP V/S STATE OF

PUNJAB AND OTHERS

113 CWP - 37808 - 2025
BANSAL INDUCTOMELT INDIA V/S

UNION OF INDIA AND OTHERS

114 CWP - 38188 - 2025
SHIV TRADING COMPANY V/S UNION

OF INDIA AND OTHERS

115 CWP - 37754 - 2025
M/S HANNU TRADING COMPANY V/S

STATE OF HARYANA AND OTHERS

116 CWP - 37799 - 2025

M/S KK AGGARWAL STEEL

INDUSTRIES V/S STATE OF PUNJAB

AND OTHERS

117 CWP - 37097 - 2025
M/S GAYATRI STEELS V/S UNION OF

INDIA AND OTHERS

118 CWP - 37196 - 2025
M/S JOLLY OVERSEAS PVT LTD V/S

UNION OF INDIA AND OTHERS

119 CWP - 37853 - 2025

BHAWANI INDUSTRIES PVT LTD AND

OTHERS V/S UNION OF INDIA AND

OTHERS

120 CWP - 38722 - 2025
M/S CITIZEN INDUSTRIES V/S UNION

OF INDIA AND OTHERS

121 CWP - 38849 - 2025
M/S ZETA CONSULTANTS V/S UNION

OF INDIA AND OTHERS

122 CWP - 38492 - 2025
M/S RATIA SCRAP STORE V/S STATE

OF HARYANA AND ANR

123 CWP - 38160 - 2025
SHREE KRISHNA ALLOYS V/S STATE

OF HARYANA AND OTHERS

124 CWP - 38178 - 2025
SAURAV FOOTWEAR PVT LTD V/S

UNION OF INDIA AND OTHERS

125 CWP - 35465 - 2025
APEX ENGG WORKS V/S STATE OF

PUNJAB AND OTHERS
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126 CWP - 38447 - 2025
YUVRAJ STEELS V/S UNION OF INDIA

AND ANOTHER

127 CWP - 37198 - 2025
M/S MAHAVIR METAL COMPANY V/S

STATE OF PUNJAB AND OTHERS

128 CWP - 37767 - 2025
M/S ANIL COTTON UDYOG V/S UNION

OF INDIA AND OTHERS

129 CWP - 37601 - 2025
KJ INTERNATIONAL V/S UNION OF

INDIA AND OTHERS

130 CWP - 38389 - 2025
SHIVA ALLOYS V/S UNION OF INDIA

AND OTHERS

131 CWP - 38369 - 2025
MS CHICAGO FLEX PRINTING V/S

STATE OF PUNJAB AND OTHERS

132 CWP - 38153 - 2025
SHREE SARSAINATH IRON AND STEEL

CO V/S UNION OF INDIA AND OTHERS

133 CWP - 36872 - 2025
KK ALLOYS AND OTHERS V/S UNION

OF INDIA AND OTHERS

134 CWP - 38144 - 2025
AMAN STEEL AGRO INDUSTRIES V/S

UNION OF INDIA AND OTHERS

135 CWP - 38317 - 2025
M/S MAHADEV WIRES V/S STATE OF

HARYANA AND OTHERS

136 CWP - 37027 - 2025
BEDI STEELS LTD AND OTHERS V/S

UNION OF INDIA AND OTHERS

137 CWP - 37303 - 2025
M/S KHALSA PLASTIC INDUSTRIES

V/S STATE OF HARYANA AND OTHERS

138 CWP - 38720 - 2025
M/S BATALA METAL INDUSTRIES V/S

UNION OF INDIA AND OTHERS

139 CWP - 38349 - 2025
MS SHRI SHANTI IRON STORE V/S

STATE OF HARYANA AND OTHERS

140 CWP - 38174 - 2025
BEHARI LAL ENGINEERING LIMITED

V/S UNION OF INDIA AND OTHERS

141 CWP - 37974 - 2025

SG METALS AND STEELS INDIA PVT

LTD V/S STATE OF PUNJAB AND

OTHERS

142 CWP - 37183 - 2025

M/S GREENLIFE WASTEXPERT INDIA

PRIVATE LIMITED V/S STATE OF

HARYANA AND OTHERS

143 CWP - 268 - 2026
SUSHIL KUMAR V/S UNION OF INDIA

AND OTHERS

144 CWP - 387 - 2026
M/S N AND L HARSH ENTERPRISES

V/S UNION OF INDIA AND OTHERS

145 CWP - 463 - 2026
MS SHREE SAI TRADERS V/S STATE OF

PUNJAB AND OTHERS

146 CWP - 329 - 2026
KRISHNA TRADING COMPANY V/S

UNION OF INDIA AND OTHERS

147 CWP - 39054 - 2025
M/S PARCHAND STEEL PVT LTD V/S

UNION OF INDIA AND OTHERS

148 CWP - 39024 - 2025
MS NARESH KUMAR AND SONS V/S

UNION OF INDIA AND OTHERS

149 CWP - 451 - 2026
MS DUA SALES LUDHIANA V/S STATE

OF PUNJAB AND OTHERS

150 CWP - 39147 - 2025
M/S SHRI RAM INDUSTRIES V/S

UNION OF INDIA AND OTHERS

151 CWP - 453 - 2026
M/S DUA SALES LUDHIANA V/S STATE

OF PUNJAB AND OTHERS

152 CWP - 39270 - 2025
BIJENDER SEHRAWAT V/S UNION OF

INDIA AND OTHERS

153 CWP - 480 - 2026
M/S ABHI ALLOYS V/S UNION OF

INDIA AND OTHERS
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154 CWP - 366 - 2026
MS SHREE BR COTTON FACTORY V/S

UNION OF INDIA AND OTHERS

155 CWP - 447 - 2026
KAY JAY FORGINGS LIMITED V/S

UNION OF INDIA AND OTHERS

156 CWP - 182 - 2026
OM STEEL PVT LTD. V/S UNION OF

INDIA AND OTHERS

157 CWP - 503 - 2026
MS AAR DEE ENTERPRISES V/S UNION

OF INDIA AND OTHERS

158 CWP - 39056 - 2025
M/S ARSHDEEP TRADERS V/S STATE

OF PUNJAB AND OTHERS

159 CWP - 426 - 2026
M/S GURU KIRPA ENTERPRISES V/S

STATE OF PUNJAB AND OTHERS

160 CWP - 469 - 2026
MS SHRI RAM CONCRETE V/S STATE

OF HARYANA AND OTHERS

161 CWP - 468 - 2026
M/S PANKAJ METAL ENTERPRISES V/S

UNION OF INDIA AND OTHERS

162 CWP - 38360 - 2025
MS ARUN TRADING COMPANY V/S

STATE OF HARYANA AND OTHERS

163 CWP - 38549 - 2025
M/S AARTI STEEL ROLLING MILLS V/S

STATE OF PUNJAB AND OTHERS

164 CWP - 4279 - 2026

SURYA STEEL INDUSTRIES AND

ANOTHER V/S STATE OF PUNJAB AND

OTHERS

165 CWP - 599 - 2026
M/S DR METALS V/S UNION OF INDIA

AND OTHERS

166 CWP - 2468 - 2026
VAANI ENTERPRISES V/S STATE OF

PUNJAB AND OTHERS

167 CWP - 2635 - 2026
SURINDRA BUILDERS V/S UNION OF

INDIA AND OTHERS

168 CWP - 600 - 2026
M/S B K AUTO INDUSTRIES V/S UNION

OF INDIA AND OTHERS

169 CWP - 2162 - 2026
M/S TARUN VALVES V/S UNION OF

INDIA AND OTHERS

170 CWP - 2473 - 2026
M/S RAJINDRA MACHINERY MAKERS

V/S STATE OF PUNJAB AND OTHERS

171 CWP - 2489 - 2026
M/S JWALA JI ENTERPRISES V/S STATE

OF PUNJAB AND ORS

172 CWP - 1331 - 2026

M/S SHREE PADAM STEEL

CORPORATION V/S STATE OF PUNJAB

AND OTHERS

173 CWP - 1984 - 2026
CAPITAL GASES V/S UNION OF INDIA

AND OTHERS

174 CWP - 1424 - 2026
SHIV GANESH METALS V/S UNION OF

INDIA AND OTHERS

175 CWP - 359 - 2026
M/S AARVI STEELS V/S UNION OF

INDIA AND OTHERS

176 CWP - 595 - 2026
M/S KAILASH METAL CO V/S UNION

OF INDIA AND OTHERS

177 CWP - 2435 - 2026
MS BATALA STEELS V/S UNION OF

INDIA AND OTHERS

178 CWP - 2054 - 2026
COSMO ZINCOX INDUSTRIES V/S

UNION OF INDIA AND OTHERS

179 CWP - 2540 - 2026
M/S THAKUR UDYOG V/S STATE OF

PUNJAB AND OTHERS

180 CWP - 2507 - 2026
SPEEDEX CAST AND FORGE V/S

UNION OF INDIA AND OTHERS

181 CWP - 2436 - 2026
M/S BATALA STEELS V/S UNION OF

INDIA AND OTHERS
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182 CWP - 2514 - 2026
M/S BALJIT TECHNICAL INDUSTRIES

V/S STATE OF PUNJAB AND ORS

183 CWP - 570 - 2026
MS BHAGWAN DASS AND SONS V/S

STATE OF HARYANA AND OTHERS

184 CWP - 1160 - 2026
M/S KANWAL ENTERPRISES V/S

UNION OF INDIA AND OTHERS

185 CWP - 13506 - 2026
M/S KRANTI INTERNATIONAL V/S

STATE OF PUNJAB AND OTHERS

186 CWP - 11743 - 2026
M/S JOSH TRACTORS PVT LTD V/S

UNION OF INDIA AND OTHERS

187 CWP - 2553 - 2026
MS JIYAAN STEEL V/S UNION OF

INDIA AND OTHERS

188 CWP - 2509 - 2026
M/S SWATEE STEELS V/S STATE OF

PUNJAB AND OTHERS

189 CWP - 10416 - 2026
STALWART ALLOYS INDIA LTD V/S

STATE OF HARYANA AND OTHERS

190 CWP - 8208 - 2026
M/S BHUSHAN ENTERPRISES V/S

UNION OF INDIA AND OTHERS

191 CWP - 9811 - 2026
PARKN SECURE INDIA PVT LTD V/S

UNION OF INDIA AND OTHERS

192 CWP - 9809 - 2026
BEDI TRADING COMPANY V/S STATE

OF HARYANA AND OTHERS

193 CWP - 2465 - 2026
RAJINDRA FDY AND ENGG WORKS

V/S STATE OF PUNJAB AND OTHERS

194 CWP - 5151 - 2026
M/S ROSHA ALLOYS PVT LTD V/S

STATE OF PUNJAB AND OTHERS

195 CWP - 9806 - 2026
FOREX FASTNERS PVT LTD V/S UNION

OF INDIA AND OTHERS

196 CWP - 8043 - 2026
MS PARCHAND STEEL PVT LTD V/S

UNION OF INDIA AND OTHERS

197 CWP - 13147 - 2026
M/S GUPTA ENTERPRISES V/S STATE

OF HARYANA AND OTHERS

198 CWP - 2528 - 2026
M/S R.A. ENTERPRISES V/S STATE OF

PUNJAB AND OTHERS

199 CWP - 2524 - 2026
A.R. SALES CORPORATION V/S STATE

OF PUNJAB AND OTHERS

200 CWP - 2530 - 2026
RAJINDRA MACHINES PRIVATE LTD

V/S STATE OF PUNJAB AND OTHERS

201 CWP - 2531 - 2026

M/S MAA SARDA RAIL NIRMAN PVT

LTD V/S STATE OF PUNJAB AND

OTHERS

202 CWP - 10410 - 2026
M/S SHRI GANESH ENTERPRISES V/S

STATE OF HARYANA AND OTHERS

203 CWP - 10606 - 2026
SAI COMMUNICATION V/S UNION OF

INDIA AND OTHERS

204 COCP - 724 - 2026
SAURAV FOOTWEAR PVT LTD V/S MR

ATUL KUMAR

205 CWP - 2472 - 2026
M/S KANHIYA LAL JAI NARAIN V/S

STATE OF PUNJAB AND OTHERS

206 CWP - 15908 - 2025
SHAURYA ALLOYS PVT LTD V/S

UNION OF INDIA AND OTHERS

207 CWP - 33007 - 2025
MS BANSHI ALLOYS V/S STATE OF

PUNJAB AND OTHERS

208 CWP - 1561 - 2026
MS RADHA MADHAV ENTERPRISES

V/S STATE OF PUNJAB AND OTHERS

209 CWP - 1545 - 2026
MS YADAV ENTERPRISES V/S STATE

OF PUNJAB AND OTHERS

210 CWP - 2720 - 2026 M/S RAMESHWARAM STEEL ROLLING
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MILLS V/S STATE OF PUNJAB AND

OTHERS

211 CWP - 2046 - 2026

CHOPRA STEEL AND AGRO

INDUSTRIES V/S UNION OF INDIA AND

OTHERS

212 CWP - 1569 - 2026
M/S SHIV ENTERPRISES V/S UNION OF

INDIA AND OTHERS

213 CWP - 2505 - 2026
M/S GURU KIRPA V/S UNION OF INDIA

AND OTHERS

214 CWP - 1574 - 2026
M/S BHARAT STEELS V/S STATE OF

PUNJAB AND OTHERS

215 CWP - 3914 - 2026
BH STEELS V/S UNION OF INDIA AND

OTHERS

216 CWP - 632 - 2026
NU CHEM OILS PVT LTD V/S UNION

OF INDIA AND OTHERS

217 CWP - 3874 - 2026
RL PLYWOOD INDUSTRY V/S UNION

OF INDIA AND ANOTHER

218 CWP - 3110 - 2026
HEMANT VALLABH METALS V/S

UNION OF INDIA AND OTHERS

219 CWP - 3987 - 2026
SHIV GANESH METALLOYS PVT LTD

V/S UNION OF INDIA AND OTHERS

220 CWP - 3019 - 2026

M/S BHIKSHU SALES PRIVATE

LIMITED V/S UNION OF INDIA AND

OTHERS

221 CWP - 4003 - 2026
ASIA INDUSTRIES V/S UNION OF

INDIA AND OTHERS

222 CWP - 3125 - 2026
M/S SHREYANS INDUSTRIES V/S

STATE OF PUNJAB AND OTHERS

223 CWP - 1592 - 2026
KS ALLOYS V/S UNION OF INDIA AND

OTHERS

224 CWP - 2847 - 2026
INDU TRADING COMPANY V/S STATE

OF PUNJAB AND OTHERS

225 CWP - 3732 - 2026
M/S S K KNIT FAB V/S STATE OF

PUNJAB AND OTHERS

226 CWP - 2710 - 2026

M/S HARVINDER KUMAR DUA AND

SONS LUDHIANA V/S STATE OF

PUNJAB AND ORS

227 CWP - 2156 - 2026
M/S SHREE SAI STEEL SALES V/S

UNION OF INDIA AND OTHERS

228 CWP - 3996 - 2026
DREAM WEAVERS EDUTRACK LTD

V/S UNION OF INDIA AND OTHERS

229 CWP - 945 - 2026
TAKSUS STEEL PRIVATE LIMITED V/S

STATE OF PUNJAB

230 CWP - 2067 - 2026
M/S ARORA ENTERPRISES V/S UNION

OF INDIA AND OTHERS

231 CWP - 2470 - 2026
GARG BARTAN AND SCRAP TRADERS

V/S STATE OF HARYANA AND OTHERS

232 CWP - 3891 - 2026
PIONEER ENTERPRISES V/S UNION OF

INDIA AND OTHERS

233 CWP - 4816 - 2026
VED JYOTI ALLOYS PVT LTD V/S

STATE OF PUNJAB AND OTHERS

234 CWP - 5601 - 2026

M/S COSMIC TRADERS (PROP VISHAL

SHARMA) V/S THE EXCISE AND

TAXATION OFFICER CUMPROPER

OFFICER WARD 3 CHANDIGARH AND

ANOTHER

235 CWP - 5193 - 2026
S.K. METALS V/S UNION OF INDIA

AND OTHERS
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236 CWP - 6543 - 2026
MS STEEL TOWN SPECIAL STEELS V/S

STATE OF PUNJAB

237 CWP - 6648 - 2026
MS SAMAREIA TRADING COMPANY

V/S UNION OF INDIA AND OTHERS

238 CWP - 4702 - 2026
M/S UPENDERA ENTERPRISES V/S

UNION OF INDIA AND OTHERS

239 CWP - 4952 - 2026
M/S BALAJI STEEL AND WIRE V/S

STATE OF PUNJAB AND OTHERS

240 CWP - 4473 - 2026
M/S METRO INFRA V/S UNION OF

INDIA AND OTHERS

241 CWP - 4080 - 2026
INDIAN SECURITIES PVT LTD V/S

UNION OF INDIA AND OTHERS

242 CWP - 5675 - 2026

M/S HAR HAR MAHADEV CONCAST

V/S CENTRAL BOARD OF INDIRECT

TAXES AND CUSTOMS AND OTHERS

243 CWP - 6278 - 2026
M/S M G ENTERPRISES V/S STATE OF

HARYANA AND OTHERS

244 CWP - 4395 - 2026
SAI ENTERPRISES V/S UNION OF

INDIA AND OTHERS

245 CWP - 4463 - 2026
M/S ROSHA ALLOYS PVT LTD V/S

STATE OF PUNJAB AND OTHERS

246 CWP - 5635 - 2026

SHREE MAHA LAXMI TRADER AND

ANOTHER V/S UNION OF INDIA AND

OTHERS

247 CWP - 4047 - 2026
MAA ANPURNA TRADING CO V/S

UNION OF INDIA AND OTHERS

248 CWP - 4928 - 2026
MS SURYA ANCHOR FASTENERS V/S

STATE OF PUNJAB AND OTHERS

249 CWP - 6269 - 2026
M/S M G ENTERPRISES V/S STATE OF

HARYANA AND OTHERS

250 CWP - 4005 - 2026
INDIAN ACRYLICS LIMITED V/S STATE

OF PUNJAB AND OTHERS

251 CWP - 6496 - 2026
H S TRADER V/S UNION OF INDIA AND

OTHERS

252 CWP - 5648 - 2026
M/S CHEMFLORA MEDITECH V/S

UNION OF INDIA AND OTHERS

253 CWP - 5650 - 2026

M/S SYNERGY INFRA AND TESTING

SOLUTIONS V/S THE

SUPERINTENDENT, CENTRAL GST

RANGE V, DIVISION III AND ANOTHER

254 CWP - 5357 - 2026
M/S KAMDHENU INDUSTRIES V/S

STATE OF PUNJAB AND OTHERS

255 CWP - 5148 - 2026
M/S SHREE KRISHNA ENTERPRISES

V/S STATE OF PUNJAB AND OTHERS

256 CWP - 5997 - 2026
UNITED GEARS V/S UNION OF INDIA

AND OTHERS

257 CWP - 11619 - 2026
CHAWLA SALES CORPORATION V/S

UNION OF INDIA AND ANOTHER

258 CWP - 11717 - 2026
JANAK OVERSEAS V/S UNION OF

INDIA AND ANOTHER

259 CWP - 10261 - 2026
S K ENTERPRISES V/S STATE OF

HARYANA AND OTHERS

260 CWP - 12088 - 2026
M/S MONEY STEELS V/S UNION OF

INDIA AND OTHERS

261 CWP - 10804 - 2026
PRUTHI TRADING CO V/S STATE OF

HARYANA AND OTHERS

262 CWP - 8314 - 2026
LAXMI NARAIN AND SONS V/S UNION

OF INDIA AND OTHERS
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263 CWP - 7074 - 2026
MS SHREE GANESH ROLLING MILLS

V/S STATE OF PUNJAB

264 CWP - 6882 - 2026

M/S SHRI KRISHNA STEEL RE

ROLLING MILL V/S STATE OF PUNJAB

AND OTHERS

265 CWP - 12069 - 2026
VINAYAK INDUSTRIES V/S STATE OF

PUNJAB AND OTHERS

266 CWP - 12079 - 2026
M/S SIMAR STEELS V/S UNION OF

INDIA AND OTHERS

267 CWP - 10251 - 2026
BALAJI TRADING COMPANY V/S

STATE OF HARYANA AND OTHERS

268 CWP - 11613 - 2026
CHAWLA ENTERPRISES V/S UNION OF

INDIA AND ANOTHER

269 CWP - 11042 - 2026
M/S JINDAL PLYWOOD INDUSTRIES

V/S STATE OF PUNJAB AND OTHERS

270 CWP - 6944 - 2026

M/S VISHWAKARMA STEEL

INDUSTRIES V/S STATE OF PUNJAB

AND OTHERS

271 CWP - 7154 - 2026
TARUN STEEL INDUSTRIES V/S UNION

OF INDIA AND OTHERS

272 CWP - 11602 - 2026
CHAWLA ENTERPRISES V/S UNION OF

INDIA AND ANOTHER

273 CWP - 11731 - 2026
SALASAR BALAJI ROLLING MILLS V/S

STATE OF HARYANA AND OTHERS

274 CWP - 6760 - 2026
FORTUNE ALLOYS AND METALS V/S

UNION OF INDIA AND OTHERS

275 CWP - 7105 - 2026

M/S VASU MULTIMETALS PRIVATE

LIMITED V/S STATE OF PUNJAB AND

OTHERS

276 CWP - 9032 - 2026
CREATIVE EDGE V/S UNION OF INDIA

AND OTHERS

277 CWP - 11508 - 2026
MS SINETEC ENTERPRISES V/S STATE

OF PUNJAB AND OTHERS

278 CWP - 3454 - 2026
MS SHREE AMBICA MULTIMETALS

V/S STATE OF PUNJAB AND OTHERS

279 CWP - 12367 - 2026
IVANYA ALLOYS V/S UNION OF INDIA

AND OTHERS

280 CWP - 3029 - 2026
MS SHREE KRISHNA ENTERPRISES

V/S UNION OF INDIA AND OTHERS

281 CWP - 12496 - 2026
LALJI STEEL CORPORATION V/S

STATE OF PUNJAB AND OTHERS

282 CWP - 2731 - 2026
M/S BALAJI MULTIMETALS V/S STATE

OF PUNJAB AND ORS

283 CWP - 2618 - 2026

M/S SA GANDHI TIMBER THROUGH

ITS PARTNER V/S STATE OF HARYANA

AND OTHERS

284 CWP - 1274 - 2026
SAAKSHI PROJECTS V/S UNION OF

INDIA AND OTHERS

285 CWP - 12281 - 2026
KRISHNA TRADING CO V/S UNION OF

INDIA AND OTHERS

286 CWP - 12379 - 2026
B B INDUSTRIES V/S STATE OF

PUNJAB AND OTHERS

287 CWP - 2791 - 2026
M/S TS TRADING COMPANY V/S STATE

OF PUNJAB

288 CWP - 2691 - 2026
M/S SP GOYAL ENTERPRISES V/S

STATE OF PUNJAB AND ORS

289 CWP - 2715 - 2026
M/S SAMAR ENTERPRISES V/S UNION

OF INDIA AND ORS



CWP-34296-2024 (O&M) 12
and other connected cases

290 CWP - 12093 - 2026
M/S VINAYAK INDUSTRIES V/S STATE

OF PUNJAB AND OTHERS

291 CWP - 2722 - 2026
M/S BEHARI LAL STEEL COMPANY V/S

STATE OF PUNJAB AND OTHERS

292 CWP - 12409 - 2026
BEDI TRADING COMPANY V/S UNION

OF INDIA AND ANOTHER

293 CWP - 2872 - 2026
M/S P K INDUSTRIES V/S STATE OF

PUNJAB AND OTHERS

294 CWP - 11543 - 2026
AASHISH GOYAL V/S UNION OF INDIA

AND ORS

295 CWP - 11541 - 2026

M/S K R IRON TRADERS V/S CENTRAL

BOARD OF INDIRECT TAXES AND

CUSTOMS AND OTHERS

296 CWP - 2707 - 2026
M/S JOHRI LAL MADAN GOPAL V/S

STATE OF PUNJAB AND ORS

297 CWP - 2513 - 2026
GARG SAW MILL V/S UNION OF INDIA

AND OTHERS

298 CWP - 12265 - 2026
BALAJI TRADING CO V/S UNION OF

INDIA AND OTHERS

299 CWP - 11507 - 2026
M/S NEEL KANTH ENTERPRISES V/S

STATE OF PUNJAB AND OTHERS

300 CWP - 5169 - 2026

BLS METAL ENERGY PRIVATE

LIMITED AND OTHERS V/S STATE OF

HARYANA AND OTHERS

301 CWP - 3515 - 2026
MS CHEMFLORA MEDITECH V/S

UNION OF INDIA AND OTHERS

302 CWP - 3511 - 2026
INDIAN SECURITIES PVT LTD V/S

UNION OF INDIA AND OTHERS

303 CWP - 5050 - 2026
MS SHREYA SHARDA INDUSTRIES V/S

UNION OF INDIA AND OTHERS

304 CWP - 5133 - 2026
M/S POLYMET V/S STATE OF PUNJAB

AND OTHERS

305 CWP - 4232 - 2026
V K AGENCIES V/S UNION OF INDIA

AND OTHERS

306 CWP - 4830 - 2026
MS ROSHA ALLOYS PVT LTD V/S

STATE OF PUNJAB AND OTHERS

307 CWP - 3813 - 2026
M/S CHEMFLORA MEDITECH V/S

UNION OF INDIA AND OTHERS

308 CWP - 4548 - 2026
M/S SHIVA IMPEX V/S STATE OF

PUNJAB AND OTHERS

309 CWP - 3589 - 2026
MOHAN INTERNATIONAL BUIDERS

V/S UNION OF INDIA AND ANR

310 CWP - 4782 - 2026

JBM METAL PRIVATE LIMITED AND

OTHERS V/S STATE OF HARYANA AND

OTHERS

311 CWP - 4456 - 2026

M/S VEDKIRAN STEEL INDUSTRIES

PRIVATE LIMITED V/S STATE OF

PUNJAB AND OTHERS

312 CWP - 4538 - 2026
M/S S K FEED CORPORATION V/S

STATE OF PUNJAB AND OTHERS

313 CWP - 4506 - 2026
M/S SHREE SHYAM ENTERPRISES V/S

STATE OF PUNJAB AND OTHERS

314 CWP - 3588 - 2026

NOBLE PHARMACY PROPRIETOR

PANKAJ SHARMA V/S THE EXCISE

AND TAXATION OFFICER CUM

PROPER OFFICER, WARD 5, OFFICE OF

THE DEPUTY COMMISSIONER

315 CWP - 3735 - 2026 MS HARYANA MILK FOODS LIMITED
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V/S STATE OF HARYANA AND OTHERS

316 CWP - 5178 - 2026
MS AASHI STEEL INDUSTRIES V/S

UNION OF INDIA,AND OTHERS

317 CWP - 4625 - 2026
MS ADG PIPES V/S STATE OF PUNJAB

AND OTHERS

318 CWP - 4557 - 2026

NAZUK ALLOYS V/S COMMISSIONER,

CENTRAL GOODS AND SERVICES TAX

AND ANOTHER

319 CWP - 4772 - 2026
NARESH KUMAR V/S STATE OF

HARYANA AND OTHERS

320 CWP - 3603 - 2026

M/S NOBLE PHARMACY PROPRIETOR

PANKAJ SHARMA V/S THE EXCISE

AND TAXATION OFFICER CUM

PROPER OFFICER AND ANOTHER

321 CWP - 4831 - 2026

MS SHREE RAM MULTIMETALS

PRIVATE LIMITED V/S STATE OF

PUNJAB AND OTHERS

322 CWP - 5130 - 2026
MS AMAR ISPAT UDYOG V/S STATE OF

PUNJAB AND OTHERS

323 CWP - 4975 - 2026
M/S TRIVENI EXPORTS V/S STATE OF

PUNJAB AND OTHERS

324 CWP - 4147 - 2026

M/S RR FASHION CLOTHING PRIVATE

LIMITED V/S STATE OF HARYANA AND

OTHERS

325 CWP - 5891 - 2026
BHARAT TRADING COMPANY V/S

UNION OF INDIA AND OTHERS

326 CWP - 5838 - 2026
SG METALS AND STEELS INDIA PVT

LTD V/S STATE OF PUNJAB

327 CWP - 5905 - 2026
M/S RM STEEL TRADERS V/S UNION

OF INDIA AND OTHERS

328 CWP - 6265 - 2026
M/S SAMAREIA TRADING COMPANY

V/S UNION OF INDIA AND OTHERS

329 CWP - 5816 - 2026
MS SHREE KRISHNA STEELS V/S

UNION OF INDIA AND OTHERS

330 CWP - 5474 - 2026
MS YASHNA STEELS V/S UNION OF

INDIA AND OTHERS

331 CWP - 6729 - 2026

M/S H L CHOPRA STEEL ROLLING

MILLS V/S UNION OF INDIA AND

OTHERS

332 CWP - 8941 - 2026
KANPUR ENGG WORKS V/S STATE OF

PUNJAB AND OTHERS

333 CWP - 18789 - 2026
BHAGWANT ENTERPRISES V/S STATE

OF PUNJAB AND OTHERS

334 CWP - 16703 - 2026

SG METALS AND STEELS INDIA

PRIVATE LIMITED V/S STATE OF

PUNJAB

335 CWP - 8450 - 2026
M/S SHYAM ENTERPRISES V/S STATE

OF HARYANA AND OTHERS

336 CWP - 6310 - 2026
SHREE GANESH ROLLING MILLS V/S

UNION OF INDIA AND OTHERS

337 CWP - 7863 - 2026

LORD MAHAVEER INDUSTRIES PVT

LTD V/S UNION OF INDIA AND

OTHERS

338 CWP - 7675 - 2026
M/S RPK STEELS ROLLING PVT LTD

V/S UNION OF INDIA AND OTHERS

339 CWP - 5195 - 2026
SANJAY IRON STEEL STORE V/S

UNION OF INDIA AND OTHERS

340 CWP - 15251 - 2026 KAY DEE ENTERPRISES V/S STATE OF
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PUNJAB AND OTHERS

341 CWP - 14909 - 2026

LORD MAHAVEER INDUSTRIES PVT

LTD V/S UNION OF INDIA AND

OTHERS

342 CWP - 5423 - 2026

M/S SHREE RADHAY KRISHNA AND

CO V/S STATE OF PUNJAB AND

OTHERS

343 CWP - 15075 - 2026
OM METALS V/S STATE OF PUNJAB

AND OTHERS

344 CWP - 6470 - 2026
KAPOOR ALLOYS V/S STATE OF

PUNJAB AND OTHERS

345 CWP - 8978 - 2026
M/S SHREE LACHMAN JI STEELS V/S

STATE OF PUNJAB AND OTHERS

346 CWP - 18355 - 2026
API PLASTIC RECYCLERS PVT LTD V/S

STATE OF PUNJAB AND OTHERS

347 CWP - 5429 - 2026
M/S MK TRADEX INDIA V/S STATE OF

PUNJAB AND OTHERS

348 CWP - 7079 - 2026
MS SHIV SHAKTI STEEL ROLLING

MILLS V/S STATE OF PUNJAB

349 CWP - 6074 - 2026
SHASHI CONSTRUCTION CO V/S

STATE OF PUNJAB AND OTHERS

350 CWP - 13216 - 2026
SANWARIYA INDUSTRIES V/S UNION

OF INDIA AND OTHERS

351 CWP - 13011 - 2026
MS GURU KIRPA ENTERPRISES V/S

STATE OF PUNJAB AND OTHERS

352 CWP - 17758 - 2026
BS STEEL ROLLING MILLS V/S STATE

OF PUNJAB AND OTHERS

353 CWP - 16704 - 2026

SG METALS AND STEELS INDIA

PRIVATE LIMITED V/S STATE OF

PUNJAB

354 CWP - 18383 - 2026
MS TAKSUS STEELS PVT LTD V/S

STATE OF PUNJAB

355 CWP - 16848 - 2026
MS VAB APPAREL LLP V/S UNION OF

INDIA AND OTHERS

356 CWP - 824 - 2024
M/S CLARION PROPERTIES LTD., V/S

STATE OF HARYANA AND OTHERS

357 CWP - 16726 - 2026
SG METAL AND STEEL INDIA PRIVATE

LIMITED V/S STATE OF PUNJAB

358 CWP - 16721 - 2026
RAMA ROLLING AND GENERAL

MILLS V/S UNION OF INDIA

359 CWP - 18787 - 2026
AHUJA ENTERPRISES INDIA V/S STATE

OF PUNJAB AND OTHERS

360 CWP - 17605 - 2026
MS ROSHA ALLOYS PVT LTD V/S

STATE OF PUNJAB AND OTHERS

361 CWP - 18716 - 2026
KRISHNA TRADER V/S UNION OF

INDIA AND OTHERS

362 CWP - 19639 - 2026
MS BIKANER ALLOYS AND ORS V/S

UNION OF INDIA AND ORS

363 CWP - 15031 - 2026
OM METALS V/S STATE OF PUNJAB

AND ORS

364 CWP - 38005 - 2025
M/S KK ALLOYS AND OTHERS V/S

UNION OF INDIA AND OTHERS

365 CWP - 18717 - 2026
MS BHAGWAN DASS AND SONS V/S

UNION OF INDIA AND OTHERS

366 CWP - 16110 - 2026

MS STEELTECH ALLOYS PRIVATE

LIMITED V/S STATE OF PUNJAB AND

OTHERS

367 CWP - 17943 - 2026 MS KAMDHENU INDUSTRIES V/S



CWP-34296-2024 (O&M) 15
and other connected cases

STATE OF PUNJAB AND OTHERS

368 CWP - 12976 - 2026
V K OVERSEAS V/S STATE OF PUNJAB

AND OTHERS

369 CWP - 19804 - 2026
SHANAYA ENTERPRISES V/S UNION

OF INDIA AND OTHERS

370 CWP - 18276 - 2026
RAJDHANI IRON PRODUCTS PVT LTD

V/S UNION OF INDIA AND OTHERS

371 CWP - 17976 - 2026
DELTA AGROTECH PRIVATE LIMITED

V/S UNION OF INDIA AND OTHERS

372 CWP - 17553 - 2026
DURGA MULTIMETALS PVT LTD V/S

UNION OF INDIA AND OTHERS

373 CWP - 15077 - 2026
EVIYAAN SCRAP STORE V/S STATE OF

HARYANA AND ANOTHER

374 CWP - 20135 - 2026
BALWINDER SOOD AND SONS V/S

STATE OF PUNJAB AND OTHERS

375 CWP - 15022 - 2026
M/S SHIVA ENTERPRISES V/S UNION

OF INDIA AND OTHERS

376 CWP - 18010 - 2026
SONAL IMPEX V/S UNION OF INDIA

AND OTHERS

377 CWP - 20942 - 2026
AK STEEL AND AGRO INDUSTRIES V/S

STATE OF PUNJAB AND OTHERS

378 CWP - 20295 - 2026
STAR METALS V/S UNION OF INDIA

AND OTHERS

379 CWP - 21453 - 2026
KHATU SHAYAM ENTERPRISE V/S

STATE OF PUNJAB AND OTHERS

380 CWP - 14862 - 2026

LORD MAHAVEER INDUSTRIES PVT

LTD V/S UNION OF INDIA AND

OTHERS

381 CWP - 15139 - 2026
MS SHIV BHOLEY TRADERS V/S

UNION OF INDIA AND ORS

382 CWP - 18066 - 2026
MS SAMAYRA ENTERPRISES V/S

STATE OF PUNJAB AND OTHERS

383 CWP - 15876 - 2026
SK ENTERPRISES V/S STATE OF

PUNJAB AND ANOTHER

384 CWP - 17558 - 2026
ASHIRWAD FORGINGS V/S UNION OF

INDIA AND ANOTHER

385 CWP - 20586 - 2026
VIRAJ ENTERPRISES V/S STATE OF

PUNJAB AND OTHERS

386 CWP - 21226 - 2026
MITTAL AND CO V/S STATE OF

PUNJAB AND ANOTHER

387 CWP - 16307 - 2026
MS PRIME STEEL INDUSTRIES V/S

UNION OF INDIA AND OTHERS

388 CWP - 16292 - 2026
MS PRIME STEEL INDUSTRIES V/S

UNION OF INDIA AND OTHERS

389 CWP - 21440 - 2026
M/S HONEYWELL ENTERPRISES V/S

UNION OF INDIA AND OTHERS

390 CWP - 21442 - 2026
M/S SSDN STEEL ENTERPRISES V/S

STATE OF PUNJAB AND OTHERS

391 CWP - 21426 - 2026

VARUN STEEL CASTINGS PRIVATE

LIMITED V/S STATE OF PUNJAB AND

OTHERS

392 CWP - 10617 - 2026
MAA SHARDA RAIL NIRMAN PVT LTD

V/S STATE OF PUNJAB AND ANOTHER

393 CWP - 21272 - 2026
KRISHNA SUPPLIERS V/S STATE OF

PUNJAB AND ANOTHER

394 CWP - 25021 - 2026
MS AMBICA INDUSTRIES V/S STATE

OF PUNJAB AND OTHERS

395 CWP - 10002 - 2026 KRISHANA IMPEX THROUGH ITS
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AUTHORISED SIGNATORY V/S STATE

OF PUNJAB AND OTHERS

396 CWP - 24176 - 2026
M/S CHHIKARA INDUSTRIES V/S

STATE OF PUNJAB AND OTHERS

397 CWP - 22769 - 2026
SWATEE STEELS V/S STATE OF

PUNJAB AND ANOTHER

398 CWP - 11247 - 2026
MS KAASHVI ENTERPRISES V/S STATE

OF HARYANA AND ORS

399 CWP - 25001 - 2026
SINGLA OVERSEAS V/S UNION OF

INDIA AND OTHERS

400 CWP - 23985 - 2026

SURBHI ARMOURING

INCORPORATION V/S STATE OF

PUNJAB AND OTHERS

401 CWP - 21416 - 2026
MS RPK STEEL ROLLING MILLS PVT

LTD V/S UNION OF INDIA AND ORS

402 CWP - 15561 - 2026
DUA ENTERPRISES V/S UNION OF

INDIA AND ORS

403 CWP - 22815 - 2026
M K TRADEX INDIA V/S STATE OF

PUNJAB AND OTHERS

404 CWP - 24384 - 2026
MS SALASAR CASTING V/S UNION OF

INDIA AND OTHERS

405 CWP - 14284 - 2026

M/S ANGAN FERRO MANDI

GOBINDGARH FATEHGARH SAHIB

PUNJAB V/S THE ASSISTANT

COMMISSIONER OF STATE TAXES

AND ANOTHER

406 CWP - 14848 - 2026
SHRI GANPATI ENTERPRISES V/S

UNION OF INDIA AND OTHERS

407 CWP - 22806 - 2026
MS DASMESH CASTINGS PVT LTD V/S

UNION OF INDIA AND ANOTHER

408 CWP - 23238 - 2026
SHANAYA ENTERPRISES V/S STATE OF

PUNJAB AND OTHERS

409 CWP - 22650 - 2026
KARUNA ENTERPRISES V/S STATE OF

PUNJAB AND OTHER

410 CWP - 15083 - 2026

LORD MAHAVEER INDUSTRIES PVT

LTD V/S UNION OF INDIA AND

OTHERS

411 CWP - 21269 - 2026
DHINGRA BROTHERS INDIA, V/S

STATE OF PUNJAB AND ANOTHER

412 CWP - 21801 - 2023
JAMNA AUTO INDUSTRIES LTD V/S

STATE OF HARYANA AND OTHERS

413 CWP - 22743 - 2021

MANDI GOBINDGARH INDUCTION

FURNACE ASSOCIATION (REGD.) V/S

UNION OF INDIA AND OTHERS

414 CWP - 6169 - 2022
CHANDU LAL VED PARKASH V/S

STATE OF PUNJAB AND ANOTHER

415 CWP - 12578 - 2023

M/S A.B. STEEL AND AGRO

INDUSTRIES V/S STATE OF PUNJAB

AND OTHERS

416 CWP - 18464 - 2023
M/S SHIV OM PADMAY ENTERPRISES

V/S UNION OF INDIA AND ORS.

417 CWP - 14316 - 2021
DELTA CHEMICALS V/S STATE OF

HARYANA AND OTHERS

418 CWP - 14757 - 2021
SHUBHAM STEELS V/S UNION OF

INDIA AND ANR

419 CWP - 8215 - 2023
M/S VIMAL ALLOYS PVT. LTD V/S

STATE OF PUNJAB AND OTHERS

420 CWP - 17411 - 2023 M/S KIRAN STEEL ENTERPRISES V/S
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STATE OF PUNJAB AND OTHERS

421 CWP - 23605 - 2026
MS BALAJEE ALLOYS V/S UNION OF

INDIA AND OTHERS

422 CWP - 26754 - 2026
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*****

ASHWANI KUMAR MISHRA, C.J. 

1.  This bunch of 424 writ petitions revolves around the scope

of Section 16(2)(c) of the Goods and Services Tax Act, 2017 (for short,

the ‘Act of 2017’). The question that falls for consideration before us is,

what exactly is  the obligation cast  upon a purchasing dealer  who has

already paid  tax to  the supplier,  to  ensure  deposit  of  such tax by the

supplier with the Government, notwithstanding the fact that purchasing

dealer has no means to access or ascertain that the supplier has deposited

the tax collected from it with the Government, under the Act of 2017?

2.  The  vires of  Section  16(2)(c)  of  the  Act  of  2017  is  thus

questioned on the ground that the provision is contrary to the legal maxim

lex non cogit ad impossibilia, i.e.,  a person cannot be asked to perform

an impossible act, and, thus, it contravenes Articles 14, 19(1)(g), 21, 265,

and 300A of the Constitution of India. In the alternative, the petitioners

contend  that  Section  16(2)(c)  of  the  Act  of  2017  be  read  down in  a

manner consistent with the scheme envisaged in the Act of 2017. It is

only in exceptional circumstances, such as those involving a non-existent
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supplier,  fraud  or  similar  circumstances,  should  responsibility  for  the

supplier’s failure to deposit tax collected from the purchasing dealer, be

fastened upon the purchaser.

3.  These  petitions  have  been  argued  highlighting  different

facets of Input Tax Credit (for short, ‘ITC’) conceived of in the Act of

2017 so that the statutory scheme is analyzed in its proper perspective

and provides necessary guidance to the Goods and Services Tax officials,

henceforth. 

4.  Accordingly, we are not referring to the individual facts of

each case and the reference to facts shall be limited to specific instances,

wherever  required,  for  appreciation  of  the  aspects  relating  to

implementation of ITC in the GST regime.  

ACT OF 2017

5.  Before referring to the contentions urged on behalf  of  the

petitioners and controverted by the revenue, it  would be apt to briefly

refer to the object for which the Act of 2017 was promulgated and the

GST scheme introduced therein which contains Section 16(2)(c) itself. 

6.  With an intent to streamline the indirect tax regime and to

mitigate the cascading effect of taxation, the Parliament enacted the Act

of  2017.  It  replaced  multiple  indirect  taxes  by  introducing  the  GST

framework,  intending  to  ensure  compliance  and  reduce  costs  for

businesses and consumers. The Central  Goods and Services Tax, State

Goods and Services Tax, and Integrated Goods and Services Tax allocate

tax responsibilities between the Centre and the States based on whether

the  supply  is  intra-State  or  inter-State.  The  scheme has  the  object  of
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simplifying the tax structure, advancing ease of doing business, bringing

in increased transparency, and helping in the reduction of prices.

7.  Section 2(59) of the Act of 2017 defines "input" to mean any

goods other than capital goods used or intended to be used by a supplier

in the course or furtherance of business. Section 2(62) then defines "input

tax",  in  relation  to  a  registered  person,  as  Central  Tax,  State  Tax,

Integrated Tax, or Union Territory Tax paid by such registered person.

Section 2(63) defines ‘ITC’ as the credit of input tax. Under the Act of

2017,  every  supplier  who  crosses  the  prescribed  threshold  limit  of

aggregate turnover is required to get itself registered under Section 22(1)

of the Act of 2017. The procedure for registration as also the rights and

obligations of a registered dealer are elaborately contained in the Act as

well as the Rules framed thereunder.

8.  Moving  away  from  fundamental  taxable  events  like

manufacture, sale, or provision of service, GST predominantly centers on

supply.  Section  7(1)  of  the  Act  of  2017  defines  "supply"  broadly  to

include sale, transfer, barter, exchange, finance, rental, lease, or disposal

made for consideration in the course or furtherance of business. Schedule

I to the Act of 2017 mandates tax on specific transactions executed even

without  consideration;  Schedule  II  to  the  Act  delineates  whether  a

composite transaction is a supply of goods or a supply of services; while

Schedule III provides the negative list of items that neither form part of

the supply of goods nor of services. 

9.  The ‘levy and collection of tax’ are dealt with in Section 9 of

the Act of 2017, which provides the mechanism for charging tax, also

containing provisions relating to the payment of tax under the reverse
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charge  mechanism.  Chapter  V of  the  Act  of  2017  deals  with  ‘ITC’.

Section 16 of the Act of 2017 provides for the eligibility and conditions

for availing ITC. Sub-section (2) of Section 16 of the Act of 2017 starts

with a non-obstante clause specifying that no registered person shall be

entitled to the credit of any input tax in respect of any supply of goods or

services or both unless: (i) he is in possession of a tax invoice or debit

note issued by a supplier  registered under this  Act  or  such other tax-

paying documents as may be prescribed; (ii) he has received the goods or

services or both; (iii) the tax charged in respect of such supply has been

actually paid to the Government, either in cash or through utilisation of

ITC admissible in respect of the said supply and has furnished the return

under Section 39.

10.  Section 16(2) of the Act of 2017 is reproduced:-

“(2) Notwithstanding anything contained in this section, no

registered person shall be entitled to the credit of any input

tax in respect of any supply of goods or services or both to

him unless,--

(  a)  he is in possession of a tax invoice or debit note issued

by a supplier  registered under this  Act,  or  such other tax

paying documents as may be prescribed;

(b) he has received the goods or services or both.

[Explanation. - For the purposes of this clause, it shall be

deemed that the registered person has received the goods or,

as the case may be, services-

(i)where the goods are delivered by the supplier to a

recipient or any other person on the direction of such

registered  person,  whether  acting  as  an  agent  or

otherwise, before or during movement of goods, either

by way of transfer of documents of title to goods or

otherwise;
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(ii)where the services are provided by the supplier to

any person on the direction of and on account of such

registered person.]

(c) subject to the provisions of [section 41 or section 43A]

[Substituted  'section  41'  by  Act No.  31  of  2018,  dated

29.8.2018.], the tax charged in respect of such supply has

been  actually  paid  to  the  Government,  either  in  cash  or

through utilisation of input tax credit admissible in respect of

the said supply; and

(d) he has furnished the return under section 39:

Provided  that  where  the  goods  against  an  invoice  are

received in lots or instalments, the registered person shall be

entitled  to  take  credit  upon  receipt  of  the  last  lot  or

instalment:

Provided further that where a recipient fails to pay to

the supplier of goods or services or both, other than

the  supplies  on  which  tax  is  payable  on  reverse

charge basis, the amount towards the value of supply

along with tax payable thereon within a period of one

hundred and eighty  days  from the  date  of  issue of

invoice by the supplier, an amount equal to the input

tax credit availed by the recipient shall be added to

his output tax liability, along with interest thereon, in

such manner as may be prescribed:

Provided also that the recipient shall be entitled to

avail of the credit of input tax on payment made by

him of  the  amount  towards  the  value  of  supply  of

goods  or  services  or  both  along  with  tax  payable

thereon.”

11.  As already noted, every supplier who crosses the prescribed

limit of aggregate turnover specified in the Act of 2017 is required to get

itself registered under Section 22(1). The procedure for registration, as

well as the obligations imposed by law on such a registered person are

elaborately specified in the statute. Sub-section (10) of Section 25 of the

Act of 2017 contemplates grant or rejection of registration only after due

verification, in such manner and within such period as may be prescribed.
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Rule 8 of the Central Goods and Services Tax Rules, 2017 (for short, the

‘CGST Rules’), provides the manner of applying for registration. As per

Form GST REG-01,  the  applicant  is  required  to  compulsorily  submit

his/her photograph,  constitution of  business,  proof of  his/her principal

place  of  business,  as  well  as  bank  account-related  proof.  Only  after

verification of these documents and upon the satisfaction of the authority

so arrived at is the registration allowed. The registered entity is provided

access to the GST portal pursuant to the registration certificate granted in

Form GST REG-06.  Every  registered  entity  can  interact  with  another

registered  entity  by  accessing  the  GST  portal  at  www.gst.gov.in  by

entering  its  registration  number.  The  date  of  registration,  status  of

registration,  principal place of  business,  as well  as the filing table for

each financial year, are visible on the portal to the registered entity/user.

12.   The statutory scheme governing the availment of ITC under

the Act of 2017, demonstrates that the condition governing the purchasing

dealer’s  entitlement  to  ITC in  respect  of  tax  deposited  by the  selling

dealer, is subject to compliance with the obligations expressly imposed

under the Act and the Rules. Section 31 mandates that every registered

person supplying taxable goods shall issue a tax invoice containing the

description, quantity and value of the goods, the tax charged thereon, and

such other particulars as may be prescribed. Section 35 obligates every

registered person to maintain true  and correct  accounts  relating to the

production or manufacture of goods, inward and outward supplies, stock

of goods, ITC availed, and such other particulars as may be prescribed.

Rule  56  of  the  CGST Rules  further  requires  the  maintenance  of  all

relevant  documents,  including  tax  invoices,  bills  of  supply,  delivery
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challans,  credit  notes,  debit  notes,  receipt vouchers,  payment vouchers

and refund vouchers, besides complete particulars regarding the addresses

of the supplier, purchaser, and the premises where the goods are stored.

Rule  36  prescribes  the  documentary  requirements  for  claiming  ITC.

Under Rule 36(1), ITC can be availed of, inter alia, on the strength of the

invoice issued by the supplier under Section 31, subject to the condition

that the prescribed particulars are contained therein. These are the broad

statutory requirements required to be fulfilled by the purchasing dealer.  

13.  The  Act  of  2017  originally  contained  a  return-filing

architecture  under  the  Act  of  2017  incorporating  a  comprehensive

mechanism for verification and reconciliation between the supplier and

the recipient.  Under Section 37(1) of  the Act  of  2017 read with Rule

59(1) of  CGST Rules,  every registered person was required to furnish

details  of  outward  supplies  in  Form  GSTR-1  by  the  10th day  of  the

succeeding  month.  The  details  furnished  by  the  supplier  were

automatically communicated to the purchaser through Form GSTR-2A

under Rule 59(3). Thereafter, under Section 38(1) read with Rule 60(1),

the  purchaser  was  required  to  verify,  validate,  modify  or  delete  such

details and furnish Form GSTR-2 between the 10th and the 15th day of the

succeeding month.  The modifications  made by the  purchaser in  Form

GSTR-2  were  thereafter  communicated  to  the  supplier  under  Section

38(3) read with Rule 59(4), enabling the supplier to either accept or reject

the  proposed  modifications.  Upon  completion  of  this  reconciliation

process,  both  parties  were  required  to  furnish  a  consolidated  monthly

return in Form GSTR-3 under Section 39(1) read with Rule 61. Part A of

Form GSTR-3 was automatically generated on the basis of Forms GSTR-
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1 and GSTR-2 under Rule 61(2), while the taxpayer discharged his tax

liability through Part B under Rule 61(3). The system of returns can be

explained by the following diagram:-

14.  On the strength of the aforesaid statutory framework, learned

Counsels for the petitioners argue that the original scheme envisaged a

robust  system  of  matching  and  reconciliation,  whereby  discrepancies

were  intended  to  be  identified  and  rectified  through  an  automated

statutory process before any adverse consequence could follow. 

15.  Section  16(2)(c)  makes  the  availment  of  ITC  conditional

upon the actual payment of tax to the Government by the supplier. The

provision is expressly made subject to Section 41 of the Act of 2017.

Section 41 provided for self-assessed ITC being provisionally credited to

the electronic credit ledger of the registered person. Under Section 41(2),

such provisional credit  could be utilised towards the payment  of  self-

assessed output  tax.  The statutory mechanism for addressing the short

payment  or  non-payment  of  tax  was  contained  in  Section  42,  which

specifically dealt with the matching, reversal and reclaim of ITC. 

16.  Section 42 of the Act of 2017 is reproduced:-

“Section 42. Matching, reversal and reclaim of input tax

credit
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(1)  The  details  of  every  inward  supply  furnished  by  a

registered person (hereafter in this section referred to as the

"recipient") for a tax period shall, in such manner and within

such time as may be prescribed, be matched—

(a)  with  the  corresponding  details  of  outward  supply

furnished by the corresponding registered person (hereafter

in  this  section  referred  to  as  the  "supplier")  in  his  valid

return for the same tax period or any preceding tax period;

(b) with the integrated goods and services tax paid under

section 3 of the Customs Tariff Act, 1975 in respect of goods

imported by him; and

(c) for duplication of claims of input tax credit.

(2) The claim of input tax credit  in respect of  invoices or

debit  notes  relating to inward supply  that  match  with  the

details  of  corresponding  outward  supply  or  with  the

integrated goods and services tax paid under section 3 of the

Customs Tariff Act, 1975 (51 of 1975) in respect of goods

imported  by  him  shall  be  finally  accepted  and  such

acceptance shall be communicated, in such manner as may

be prescribed, to the recipient.

(3)  Where  the  input  tax  credit  claimed  by  a  recipient  in

respect of an inward supply is in excess of the tax declared

by the supplier for the same supply or the outward supply is

not  declared  by  the  supplier  in  his  valid  returns,  the

discrepancy shall be communicated to both such persons in

such manner as may be prescribed.

(4)  The  duplication  of  claims  of  input  tax  credit  shall  be

communicated to the recipient  in  such manner as may be

prescribed.

(5)  The  amount  in  respect  of  which  any  discrepancy  is

communicated  under  sub-section  (3)  and  which  is  not

rectified by the supplier in his valid return for the month in
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which discrepancy is  communicated shall  be added to the

output tax liability of the recipient, in such manner as may be

prescribed, in his return for the month succeeding the month

in which the discrepancy is communicated.

(6) The amount claimed as input tax credit that is found to be

in excess on account of duplication of claims shall be added

to the output tax liability of the recipient in his return for the

month in which the duplication is communicated.

(7) The recipient shall be eligible to reduce, from his output

tax liability, the amount added under sub-section (5), if the

supplier declares the details of the invoice or debit note in

his valid return within the time specified in sub-section (9) of

section 39.

(8) A recipient in whose output tax liability any amount has

been added under sub-section (5) or sub-section (6), shall be

liable to pay interest at the rate specified under sub-section

(1) of section 50 on the amount so added from the date of

availing of credit till the corresponding additions are made

under the said sub-sections.

(9) Where any reduction in output tax liability is accepted

under sub-section (7), the interest paid under sub-section (8)

shall be refunded to the recipient by crediting the amount in

the corresponding head of his electronic cash ledger in such

manner as may be prescribed:

Provided that the amount of interest to be credited in any

case  shall  not  exceed  the  amount  of  interest  paid  by  the

supplier.

(10)  The  amount  reduced  from the  output  tax  liability  in

contravention of the provisions of sub-section (7) shall  be

added to the output tax liability of the recipient in his return

for the month in which such contravention takes place and
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such recipient shall be liable to pay interest on the amount so

added at the rate specified in sub-section (3) of section 50.”

17.  Under Section 42(1), the details of inward supplies furnished

by the purchaser were  required to be matched with the corresponding

outward supplies furnished by the supplier. Upon successful matching,

the  provisional  ITC became final  under  Rule  70.  Such  matching was

required to take place only with the "valid return" of the supplier. Section

2(117) defines a "valid return" as a return furnished under Section 39(1)

on which the self-assessed tax has been paid in full. This itself ensured

that a return could not attain validity unless the supplier had discharged

the self-assessed  tax  liability,  thereby eliminating  any possibility  of  a

mismatch arising after a valid return had been accepted. Section 42(3)

read  with  Rule  71(1)  provided  that  where  the  ITC  claimed  by  the

recipient exceeded the tax declared by the supplier, or where the supplier

failed to declare the outward supply in a valid return, such discrepancy

was required to be communicated electronically to both parties through

Forms GST MIS-1 and GST MIS-2 before the last date of the month in

which the matching was carried out. Rule 71(2) specifically afforded an

opportunity  to  both  the  supplier  and  the  recipient  to  rectify  such

discrepancies  in  their  respective  returns  for  the  month  in  which  the

discrepancy was communicated. Only where neither party corrected the

discrepancy  that  Rule  71(4)  read  with  Section  42(5),  permitted  the

disputed amount to be added to the output tax liability of the recipient in

the  succeeding month's  return.  Section 42(7)  entitled the  purchaser  to

reclaim  the  amount  once  the  supplier  subsequently  corrected  the

mismatch,  while  Section  42(9)  mandated  the  refund  of  the  interest
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recovered  from  the  recipient  upon  such  reconciliation.  Rule  70  also

provided  that  the  final  acceptance  of  ITC,  including  subsequent

acceptance after the rectification of an earlier mismatch, was required to

be  communicated  electronically  to  the  recipient  through  Form  GST

MIS-1. 

18.  It  is  in  the  light  of  the  aforesaid  provisions  relating  to

payment of tax and verification of the tax-related information furnished

by the selling dealer, which was made available to the purchasing dealer

through the statutory mechanism, that compliance with Section 16(2)(c)

of the Act of 2017 was to be ensured.

19.  However, the scheme originally conceived of in the Act of

2017  was  not  implemented  in  its  entirety,  for  various  reasons,  even

though detailed provisions to support the GST regime remained on the

statute book. As a result, the scheme of verification contained in the Act

of 2017 and the checks to be put by matching the figures could not be

implemented. 

20.  It  is  asserted  by  the  petitioners  and  not  disputed  by  the

Department that the GST scheme, as was initially conceptualized in the

Act, containing provisions for verification and matching etc., could not be

implemented  due  to  various  technical  glitches.  The  Department  while

allowing provisions for matching/verification to continue on the statute

book  introduced  other  concept  of  temporary  monthly  returns,  Form

GSTR-3B, and the statement in Form GSTR-2A. Section 42 of the Act of

2017 largely remained unimplemented though it remained on the statute. 

21.  The  automated  mechanism of  matching/verification  which

was initially conceptualized could not be implemented and the taxpayer
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had to rely upon its own books of accounts at the time of availment and

utilization of ITC. In the absence of returns in Forms GSTR-2 and GSTR-

3,  the  matching  concept  remained  only  on  paper  and  was  never

implemented. 

22.  The  petitioners  have  placed  reliance  upon  the  following

notifications to point out that the scheme originally conceptualized in the

Act of 2017, to implement smooth functioning of the GST regime, was not

implemented.  The  summary  of  the  notifications  evidencing  it  are

reproduced below:- 

Notification No.20/2017-Central

Tax, dated 08.08.2017

Time Limit  to file  GSTR-3 for the

months  of  July  2017-August  2017

extended

Notification No.29/2017-Central

Tax dated 05.09.2017

Due  date  for  furnishing  GSTR-1,

GSTR-2 and GSTR-3 for the month

of  July  2017  and  August  2017

extended

Notification No.30/2017-Central

Tax dated 05.09.2017

Due  date  for  furnishing  GSTR-1,

GSTR-2 and GSTR-3 for the month

of July 2017 extended

Notification No.54/2017-Central

Tax dated 30.10.2017

Due  date  for  furnishing  GSTR-1,

GSTR-2 and GSTR-3 for the month

of July 2017  extended

Notification No.56/2017-Central

Tax dated 15.11.2017

Return  in  Form  GSTR-3B

mandated till March 2018

23.  That  ultimately,  vide Notification No.44/2018-Central  Tax,

dated 10.09.2021, the time limit for filing GSTR-2 (Under Section 38(1))

and GSTR-3 (Under Section 39(1)) was deferred indefinitely for the F.Ys.

2017-18 and 2018-19. No further extension was granted and the original

return, conceived of in the statute, was kept in abeyance. 

24.  Realising  the  aforesaid  constraints,  an  amendment  was

introduced in the Act of 2017 w.e.f. 01.10.2022, deleting the concept of

matching of figures as was originally conceptualized. The GST Council,
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in  its  43rd GST Council  Meeting,  approved amendments  to  the  entire

framework of automation under the GST regime. As per Annexure A to

the Agenda for the 43rd GST Council Meeting, the statutory framework

related  to  matching,  provisional  credit  and  return  reconciliation,  as

envisioned  Sections  16,  37,  38,  39,  41,  42,  43,  43A and  47  was

substantially  amended;  with  Sections  42  and  43  being  omitted  and

Section 41 being substituted. The elaborate system of matching of returns

was  deleted/omitted.  By  incorporating  the  amendment,  the  statute

provided  that  provisional  ITC  would  no  longer  be  available  to  the

purchaser.  Section  41,  which  earlier  provided  for  the  claim  and

provisional  acceptance  of  ITC,  was  amended to  provide  for  the  final

availment of ITC.

25.   As  per  the  amended  Section  41,  every  registered  person

could avail  ITC on a self-assessment  basis.  However,  where ITC was

availed but the tax was not deposited by the supplier in respect of such

ITC, the  ITC benefit  was  to be reversed by the purchaser along with

interest.  It is urged that the purchaser did not have any mechanism to

ascertain whether the tax had been deposited by the supplier or not. This

was for the reason that the concept of matching had been done away with

and no information was provided to either the supplier or the purchaser

regarding  discrepancies  in  each  other's  returns.  The  said  amendments

were brought into force w.e.f. 01.10.2022.

26.  Since  the  matching  concept  was  deleted,  Rule  37A was

instead  inserted  vide the  Central  Goods  and  Services  Tax  (Fifth

Amendment)  Rules,  2022,  w.e.f.  26.12.2022.  Rule  37A of  the  CGST

Rules provided for the reversal of ITC in cases of non-payment of tax by
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the  supplier  and  the  re-availment  thereof  if  the  selling  dealer  later

deposited  the  tax.  Rule  37A,  as  introduced  in  the  CGST  Rules,  is

reproduced hereinafter:-

“Rule 37A. Reversal of input tax credit in the case of non-

payment of tax by the supplier and re-availment thereof.

Where  input  tax  credit  has  been  availed  by  a  registered

person in the return in FORM GSTR-3B for a tax period in

respect of  such invoice or debit note, the details of  which

have  been  furnished  by  the  supplier  in  the  statement  of

outward supplies in FORM GSTR-1, as amended in FORM

GSTR-1A, if any, or using the Invoice Furnishing Facility,

but  the  return  in  FORM  GSTR-3B  for  the  tax  period

corresponding to the said statement of outward supplies has

not  been  furnished  by  such  supplier  till  the  30th  day  of

September following the end of the financial year in which

the input tax credit in respect of such invoice or debit note

has been availed, the said amount of input tax credit shall be

reversed  by  the  said  registered  person  while  furnishing a

return  in  FORM GSTR-3B  on  or  before  the  30th  day  of

November following the end of such financial year.

Provided that where the said amount of input tax credit is not

reversed  by  the  registered  person  in  a  return  in  FORM

GSTR-3B on or before the 30th day of November following

the end of such financial year during which such input tax

credit has been availed, such amount shall be payable by the

said person along with interest thereon under section 50.

Provided further that where the said supplier subsequently

furnishes  the  return  in  FORM GSTR-3B  for  the  said  tax

period, the said registered person may re-avail the amount of

such credit in the return in FORM GSTR-3B for a tax period

thereafter.”
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27.  The  requirement  on  part  of  purchasing  dealer  even  after

insertion of Rule 37A primarily was to ascertain whether the supplier has

furnished the return in Form GSTR-3B or not? 

28.  Moreover, for the period prior to insertion of Rule 37A there

existed no provision whereunder  the purchasing dealer  could  re-claim

ITC even after the seller deposited tax with the Government. Most of the

petitions in this bunch relates to pre-37A period and therefore the law

relating to obligation of purchasing dealer to avail ITC where the selling

dealer had not deposited the tax collected by it needs to be examined with

reference to pre-37A period also in this bunch of petitions. 

29.  Verifying whether the return submitted by selling dealer is

correct or not is otherwise neither contemplated in the statutory scheme

nor does it seem possible for the purchasing dealer to ascertain it in the

absence  of  automated  process  of  verification/matching.  Thus,  the

requirement  on  part  of  purchasing  dealer  to  satisfy  the  condition  in

Section 16(2)(c) of the Act of 2017, by ensuring deposit of tax by the

selling dealer in Government Treasury, had become questionable due to

non-implementation of the initial GST scheme conceived of in the Act of

2017.

SECTION 16(2)(C) AS SEEN BY DIFFERENT COURTS

30.  The tax regime under the Act of  2017 has been a subject

matter  of  consideration before different  High Courts  and the Supreme

Court  of  India.  The  Hon’ble  Courts  have  examined  the  issue  in  the

context of the statutory schemes applicable before them. Some of these

judgments were delivered in the context of the Value Added Tax regime.

Since  many  of  the  aforesaid  judgments  were  delivered  arising  out  of
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Value  Added  Tax  Act,  therefore  a  comparative  table  containing  the

provisions of the Haryana Value Added Tax Act, 2003 vis-à-vis the Act of

2017 is extracted hereinafter, for better appreciation of the judgments:-

Provision under Haryana

VAT Act

Provisions under Central GST Act

Determination of input tax

8. (1) Input tax in respect

of any goods purchased by

a VAT dealer shall be the

amount  of  tax  actually

paid  to  the  State on  the

sale of such goods to him

and  shall,  in  case  of  a

dealer who is liable to pay

tax  under Sub-section  (1)

of Section 3 or, as the case

may  be,  makes  an

application  for

registration in time under

Sub-section (2)  of  section

11,  include  the  tax  paid

under this Act and the Act

of  1973  in  respect  of

goods  (except  capital

goods)  held  in  stock  by

him  on  the  day  he

becomes liable to pay tax

but  shall  not  include  tax

actually paid in respect of

goods  specified  in

Schedule-E  used  or

disposed  of  in  the

circumstances  mentioned

against such goods:

Eligibility  and  conditions  for  taking

input tax credit.

16.

(1)

xxx

(2)  Notwithstanding  anything  contained

in this section, no registered person shall

be entitled to the credit of any input tax in

respect of any supply of goods or services

or both to him unless,—

(a) to (b) XXX

(c) subject to the provisions of section 41,

the tax charged in respect of such supply

has  been  actually  paid  to  the

Government,  either  in  cash  or  through

utilization of  input tax credit admissible

in respect of the said supply; and

Burden of proof.

5.  Where  any  asses  see

claims—

(a) to (e) XXX

(f)  that  he  is  entitled  to

any deduction  from gross

turnover or any deduction

of  input  tax  from the  tax

calculated  on  the  sale  of

goods;

(g) to (j) XXX

the burden of so providing

shall be on him

Burden of proof.

155. Where any person claims that he is

eligible for input tax credit under this Act,

the burden of proving such claim shall lie

on such person.

31.  A Division Bench of this Court in Gheru Lal Bal Chand v.

State of Haryana, 2011 SCC OnLine P&H 13205, read down Section
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8(3) of the Haryana Value Added Tax Act, 2003 to hold that if the selling

dealer has collected the tax, then no liability can be fastened upon the

purchasing dealer on account of non-payment of tax by the selling dealer

into  the  Treasury  unless  fraud,  collusion,  or  connivance  between  the

registered selling dealer or its predecessor and the registered purchasing

dealer is established. 

“33. Further, the selling-registered dealer who had collected

tax from the purchasing-registered dealer acts as an agent

for  the  Government  as  held  in  Atul  Fasteners  Ltd.'s  case

[2007] 7 VST 278 (SC) ; (2007) 4 SCC 471. Still  further,

paid would mean and embrace within it ought to have been

paid  as  enunciated  in  Elphinstone  Spinning  and  Weaving

Mills Co. Ltd.'s case AIR 1971 SC 2039. Moreover, the apex

Court in B. R. Enterprises v. State of U. P. [2000] 120 STC

302 (SC) ; (1999) 9 SCC 700, Calcutta Gujarathi Education

Society  v.  Calcutta  Municipal  Corporation  (2003)  1  RC

587 ; (2003) 10 SCC 533 and M. Nagaraj v. Union of India

(2006) 8 SCC 212 has interpreted the rule of reading down

statutory  provisions  to  mean  that  a  statutory  provision  is

generally read down so as to save the provision from being

pronounced to be unconstitutional or ultra vires. The rule of

reading down is to construe a provision harmoniously and to

straighten crudities or ironing out creases to make a statute

workable

34.  To  conclude,  no  liability  can  be  fastened  on  the

purchasing registered dealer on account of non-payment of

tax by the selling registered dealer in the treasury unless it is

fraudulent,  or  collusion or  connivance with  the  registered

selling  dealer  or  its  predecessors  with  the  purchasing

registered dealer is established.”

32.  A similar principle, though in a different statutory scheme

was  considered  in  the  backdrop  of  the  provisions  of  the  Delhi  Value
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Added Tax Act, 2004, the Delhi High Court made similar observations in

On  Quest  Merchandising  India  (P.)  Ltd.  v.  Government  of  NCT of

Delhi, 2017 SCC OnLine Del 11286. The Delhi High Court in On Quest

(supra) read down Section 9(2)(g) to hold that the expression "dealer or

class of dealer" occurring in Section 9(2)(g) should be interpreted as not

including a purchasing dealer who has  bona fide entered into purchase

transactions with validly registered selling dealers who have issued tax

invoices in accordance with Section 50. The relevant paragraphs of the

judgment  passed by the  Delhi  High Court  in  On Quest  (supra)  reads

thus:-

“39. Applying the law explained in the above decisions, it

can be safely concluded in the present case that there is a

singular  failure  by  the  Legislature  to  make  a  distinction

between purchasing dealers who have bona fide transacted

with the selling dealer by taking all precautions as required

by the DVAT Act and those that have not. Therefore, there

was  need to restrict  the  denial  of  ITC only to  the selling

dealers who had failed to deposit the tax collected by them

and  not  punish  bona  fide  purchasing  dealers.  The  latter

cannot be expected to do the impossible. It is trite that a law

that  is  not  capable  of  honest  compliance  will  fail  in

achieving its objective. If it seeks to visit disobedience with

disproportionate  consequences  to  a  bona  fide  purchasing

dealer,  it  will  become  vulnerable  to  invalidation  on  the

touchstone of article 14 of the Constitution.

*****

41. The court respectfully concurs with the above analysis

and holds that in the present case, the purchasing dealer is

being  asked  to  do  the  impossible,  i.e.,  to  anticipate  the

selling dealer who will not deposit with the Government the

tax  collected  by  him  from  those  purchasing  dealer  and
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therefore  avoid  transacting  with  such  selling  dealers.

Alternatively, what section 9(2)(g) of the DVAT Act requires

the purchasing dealer to do is that after transacting with the

selling dealer, somehow ensure that the selling dealer does in

fact deposit the tax collected from the purchasing dealer and

if the selling dealer fails to do so, undergo the risk of being

denied  the  ITC.  Indeed  section  9(2)(g)  of  the  DVAT  Act

places an onerous burden on a bona fide purchasing dealer.

*****

53. In light of the above legal position, the court hereby

holds  that  the  expression  "dealer  or  class  of  dealers"

occurring  in  section  9(2)(g)  of  the  DVAT  Act  should  be

interpreted as not  including a purchasing dealer  who has

bona  fide  entered  into  purchase  transactions  with  validly

registered selling dealers  who have issued tax  invoices in

accordance  with  section  50  of  the  Act  where  there  is  no

mismatch  of  the  transactions  in  Annexures  2A  and  2B.

Unless the expression "dealer or class of dealers" in section

9(2)(g)  is  "read  down"  in  the  above  manner,  the  entire

provision would have to be held to be violative of article 14

of the Constitution.

54. The  result  of  such reading down would  be  that  the

Department is precluded from invoking section 9(2)(g) of the

DVAT to deny ITC to a purchasing dealer who has bona fide

entered into a purchase transaction with a registered selling

dealer  who  has  issued  a  tax  invoice  reflecting  the  TIN

number.  In  the  event  that  the  selling  dealer  has  failed  to

deposit the tax collected by him from the purchasing dealer,

the remedy for the Department would be to proceed against

the defaulting selling dealer to recover such tax and not deny

the  purchasing  dealer  the  ITC.  Where,  however,  the

Department is able to come across material to show that the

purchasing dealer and the selling dealer acted in collusion



CWP-34296-2024 (O&M) 42
and other connected cases

then the Department can proceed under section 40A of the

DVAT Act.”

33.  The judgment of the Delhi High Court in On Quest (supra)

came  to  be  considered  by  the  Hon'ble  Supreme  Court  of  India  in

Commissioner of Trade and Tax, Delhi v. Arise India Ltd., (2018) SCC

OnLine SC 3859 at the instance of the Commissioner of Trade and Tax,

Delhi,  where  the  special  leave  petition  was  dismissed  without

interference with the  judgment  of  the  Delhi  High Court.  The relevant

paragraphs of the judgment passed by the Supreme Court in Arise India

Ltd., (supra) reads as under:-

“1. On  hearing  learned  Additional  Solicitor  General

appearing for the petitioner, we are not inclined to interfere

with  the  impugned  order  [Reported  as  On  Quest

Merchandising  India  Pvt.  Ltd.  v.  Government  of  NCT of

Delhi, (2018) 56 GSTR 177 (Delhi); 2017 SCC OnLine Del

11286.]. The special leave petition is dismissed

2. The  learned  Additional  Solicitor  General,  however,

submits  that  a  batch  of  petitions  were  decided  by  the

impugned order and there are some of the cases where the

purchase transactions are not bona fide like the present case

and those  cases  ought  to  have  been remitted  back  to  the

competent authority.

3. The learned Additional solicitor General submits that

the petitioner would move the High Court  with necessary

particulars for directions in this behalf for which liberty is

granted, as prayed for.”

34.  It  is  further  submitted  that  in  cases  involving  the

retrospective cancellation of the registration of the selling dealer, relevant

observations have been made by the Delhi High Court in  Shanti Kiran

India (P.) Ltd. v. CTT Dept., (2013) SCC OnLine Del 50. The matter
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having arisen under the Delhi Value Added Tax Act, the High Court held

that, in the absence of any mechanism enabling a purchasing dealer to

verify whether the selling dealer had deposited the tax for the period in

question,  and in the absence of notification in a manner that could be

ascertained by persons in business that a dealer's registration had been

cancelled,  the benefit  of  ITC under Section 9(1) could not  be denied.

Furthermore, the Court noticed that the cancellation of the registration of

both selling dealers had occurred after the transactions with the appellant.

The VAT authorities observed that the scanty amounts deposited by the

selling dealers were incommensurate with the transactions recorded and

straightaway proceeded to hold that they had colluded with the appellant.

Such a priori conclusions were based on no material or inquiry and were,

accordingly, held to be unworthy of acceptance. The Delhi High Court in

Shanti Kiran (supra) has held as under:-

“14. In the present case, section 9(1) grants input-tax credit

to purchasing dealers. Section 9(2), on the other hand, lists

out  specific  situations  where  the  benefit  is  denied.  The

negative list, as it were, is restrictive and is in the nature of a

proviso.  As  a  result,  this  court  is  of  the  opinion  that  the

interpretation placed by the Tribunal that there is statutory

authority for granting input-tax credit, only to the extent tax

is deposited by the selling dealer, is unsound and contrary to

the statute. It is also iniquitous because an onerous burden is

placed on the  purchasing dealer—in the  absence of  clear

words to that effect in the statute—to keep a vigil over the

amounts deposited by the selling dealer. The court does not

see any provision or methodology by which the purchasing

dealer can monitor the selling dealer's behaviour, vis-a-vis

the  latter's  VAT  returns.  Indeed,  section  28  stipulates
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confidentiality  in  such  matters.  Nor  is  this  court  in

agreement  with  the  Tribunal's  opinion  that  insertion  of

clause  (g)  to  section  9(2)  is  clarificatory.  As  observed

earlier,  section  9(2)  is  an  exception  to  the  general  rule

granting  input-tax  credit  to  dealers  who  qualify  for  the

benefit.  The conditions  for  operation of  the exception  are

well defined. The absence of any condition such as the one

spelt  out in clause (g)  and its addition in 2010, rules out

legislative intention of its being a mere clarification of the

law which always existed. This court is further of the opinion

that the Bombay High Court judgment in Mahalaxmi Cotton

Ginning [2012] 51 VST 1 (Bom) is of no assistance to the

Revenue,  because  there,  the  court  had  to  deal  with  the

Constitutionality of section 48(5) of the local VAT law. The

court  applied  the  well-established  principle  of  greater

deference to policy makers and Legislatures in economic and

fiscal matters, and upheld the statute, which had said that set

off (a provision similar to input-tax credit under section 9(1)

of the Delhi VAT Act) would be permissible only to the extent

of the amounts actually paid. The High Court held that :

"The words 'actually paid' into the Government

treasury signify that a claim for set off cannot

be in excess of the tax in respect of which the

set off is claimed that has been deposited into

the treasury. The plain and natural meaning of

the expression 'actually paid' into the treasury

is that the tax on purchases of which a set off is

claimed must actually and physically have been

deposited  into  the  treasury.  A constructive  or

notional deposit would not fulfil the mandate of

the  provision.  The  State  Legislature  has  used

language of a mandatory nature that leaves its

intent beyond any doubt. The exception which is

carved out in the substantive part of sub-section

(5) is where a claimant-dealer is liable to pay

purchase tax on the purchase of the said goods

effected  by  him.  The  proviso  creates  an

exception  where  tax  is  deferred  or  deferrable



CWP-34296-2024 (O&M) 45
and other connected cases

under  any  Package  Scheme  of  Incentives

implemented by the State Government. In that

event a deeming fiction is created by the proviso

under  which  the  tax  is  deemed  to  have  been

received  in  the  Government  treasury  for  the

purposes of the sub-section. In all other cases,

an actual deposit of taxes is mandated before a

set off is allowed.

15. In the present case, as noticed previously, the VAT Act

is silent; section 9(2)(g) was introduced only with effect from

April 1, 2010. Therefore, the Bombay High Court decision is

not of any assistance to the Revenue.

16. This court is of the opinion that in the absence of any

mechanism  enabling  a  purchasing  dealer  to  verify  if  the

selling dealer deposited tax, for the period in question, and

in  the  absence  of  notification  in  a  manner  that  can  be

ascertained by men in business that a dealer's registration is

cancelled (as has happened in this case) the benefit of input-

tax  credit,  under  section  9(1)  cannot  be  denied.

Furthermore, this court notices that the cancellation of both

selling dealers' registration occurred after the transactions

with the  appellant.  The VAT authorities  observed that  the

scanty  amounts  deposited  by  the  selling  dealers  was

incommensurate  with  the  transactions  recorded,  and

straightaway proceeded to hold that they colluded with the

appellant.  Such  a  priori  conclusions  are  based  on  no

material,  or without inquiry,  and accordingly unworthy of

acceptance.

17. In view of the above discussion and findings, this court

answers  the  substantial  question  framed  in  favour  of  the

assessee,  and  against  the  Revenue.  It  is  held  that  the

appellant  is  entitled to the  credit  claimed,  which shall  be

worked out and given, after due verification, in accordance

with law,  within  two months  from today.  The appeals  are

allowed in the above terms, with no order as to costs.”
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35.  In  Commissioner  Trade  and  Tax  Delhi  v.  Shanti  Kiran

India (P.) Ltd., 2025 SCC OnLine SC 2389, the Supreme Court upheld

the judgment of the Delhi High Court. 

“3. There is no dispute that on the date of transaction, the

seller  dealer(s)  were  registered  with  the  Department.

However,  after  the  transaction,  the  registration  of  those

seller  dealer(s)  was  cancelled,  and  they  defaulted  in

depositing  the  tax  collected  by  them  from  the  purchaser

dealer(s).  The  High  Court  vide  impugned  judgment  and

order(s) found respondent(s) bona fide purchaser dealer(s)

who  had  paid  taxes  in  good  faith  to  registered  seller

dealer(s) and, therefore, entitled to the benefit of ITC and,

accordingly,  allowed  the  said  benefit  to  them  after  due

verification of invoices.

4. A similar issue later arose for consideration before the

High  Court  in  On  Quest  Merchandising  India  P.  Ltd.  v.

Government of NCT of Delhi [(2018) 56 GSTR 177 (Delhi);

2017  SCC  OnLine  Del  11286.]  in  the  context  of  the

provisions of section 9(2)(g) of the Delhi Value Added tax

Act, 2004 [ DVAT Act.] .

5. Section  9(1)  of  the  DVAT  Act  permits  ITC  to  a

registered  dealer  in  respect  of  turnover  of  purchases

occurring during the tax period where the purchase arises in

the course of his activities as a dealer and the goods are to

be  used  by  him  directly  or  indirectly  for  the  purpose  of

making sales which are liable to tax under section 7 of the

DVAT  Act.  Sub-section  (2)  of  section  9  sets  out  the

conditions  under  which  such  ITC  would  not  be  allowed.

Clause (g) of sub-section (2) of section 9 made ITC benefit

available to a purchasing dealer only when the tax paid by

the purchasing dealer  has  actually  been deposited  by  the

selling  dealer  with  the  Government  or  has  been  lawfully

adjusted against output tax liability and correctly reflected
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in  the  return  filed  for  the  respective  tax  period.  Reading

down clause (g) of sub-section (2) of section 9, in On Quest

Merchandising India P. Ltd. v. Government of NCT of Delhi

[(2018)  56  GSTR  177  (Delhi);  2017  SCC  OnLine  Del

11286.] , the Delhi High Court held (paras 53 and 54, pages

207 and 208 in 56 GSTR):

“62.  In  light  of  the  above  legal  position,  the

court hereby holds that the expression ‘dealer

or class of dealers’ occurring in section 9(2)(g)

of  the DVAT Act  should be interpreted as not

including  a  purchasing  dealer  who  has  bona

fide  entered  into  purchase  transactions  with

validly  registered  selling  dealers  who  have

issued tax invoices in accordance with section

50 of the Act where there is no mismatch of the

transactions  in  annexures  2A and  2B.  Unless

the  expression  ‘dealer  or  class  of  dealers’ in

section  9(2)(g)  is  ‘read  down’ in  the  above

manner, the entire provision would have to be

held  to  be  violative  of  article  14  of  the

Constitution.

63. The result of such reading down would be

that the Department is precluded from invoking

section 9(2)(g) of  the DVAT to deny ITC to a

purchasing  dealer  who has  bona  fide  entered

into  a  purchase  transaction  with  a  registered

selling  dealer  who  has  issued  a  tax  invoice

reflecting the TIN number. In the event that the

selling  dealer  has  failed  to  deposit  the  tax

collected by him from the purchasing dealer, the

remedy for the Department would be to proceed

against the defaulting selling dealer to recover

such tax and not deny the purchasing dealer the

ITC. Where, however, the Department is able to

come  across  material  to  show  that  the

purchasing dealer and the selling dealer acted

in collusion then the Department can proceed

under section 40A of the DVAT Act.”

6. The  aforesaid  decision  of  the  High  Court  was

challenged  before  this  court  in  Special  Leave  to  Appeal

(Civil)  No.  36750  of  2017  [Commissioner  of  Trade  and
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Taxes v. Arise India Ltd., (2024) 129 GSTR 542 (SC); 2018

SCC OnLine SC 3859.] . The said special leave petition was

disposed of without interfering with the order of the High

Court.

7. In  light  thereof,  as  we  find  that  there  is  no  dispute

regarding the selling dealer being registered on the date of

transaction  and  neither  the  transactions  nor  invoices  in

questions have been doubted, based on any inquiry into their

veracity, we do not find a good reason to interfere with the

order of the High Court directing for grant of ITC benefit

after  due  verification.  The  appeals  lack  merit  and  are,

accordingly, dismissed.”

The aforesaid decision was rendered in the context  of  the

Delhi Value Added Tax Act, 2004. 

36.  It is further submitted that it has been held by the Gauhati

High Court in National Plasto Moulding v. State of Assam, SCC Online

Gau 1596. A similar view has also been taken by the Tripura High Court

in Sahil Enterprises v. Union of India, 2026 SCC OnLine Tri 4, and by

the Karnataka High Court in  M/s Instakart Services Private Limited v.

Union  of  India  and  Others,  2026  SCC  OnLine  Kar  2469  that  the

aforesaid reasoning has relevance in the context of the GST regime. In

these  decisions,  the  relevant  provisions  of  the  Act  of  2017  have

accordingly  been  read  down  to  save  the  statute  from  the  vice  of

arbitrariness and thereby offending Articles 14 and 19 of the Constitution

of India. 

“5. The  Delhi  High  Court  in  the  said  judgment  has

observed  as  under  (pages  198,  199,  207  and  208  in  56

GSTR:
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“39. Applying the law explained in the above

decisions,  it  can  be  safely  concluded  in  the

present case that there is a singular failure by

the Legislature  to make a distinction between

purchasing  dealers  who  have  bona  fide

transacted with the selling dealer by taking all

precautions as required by the DVAT Act and

those that have not. Therefore, there was need

to restrict the denial of ITC only to the selling

dealers  who  had  failed  to  deposit  the  tax

collected  by  them  and  not  punish  bona  fide

purchasing  dealers.  The  latter  cannot  be

expected to do the impossible. It is trite that a

law that  is  not  capable  of  honest  compliance

will fail in achieving its objective. If it seeks to

visit  disobedience  with  disproportionate

consequences to a bona fide purchasing dealer,

it will become vulnerable to invalidation on the

touchstone of article 14 of the Constitution….

41.  The  court  respectfully  concurs  with  the

above  analysis  and  holds  that  in  the  present

case, the purchasing dealer is being asked to do

the  impossible,  i.e.,  to  anticipate  the  selling

dealer  who  will  not  deposit  with  the

Government the tax collected by him from those

purchasing  dealer  and  therefore  avoid

transacting  with  such  selling  dealers.

Alternatively, what section 9(2)(g) of the DVAT

Act requires the purchasing dealer to do is that

after  transacting  with  the  selling  dealer,

somehow ensure that the selling dealer does in

fact  deposit  the  tax  collected  from  the

purchasing dealer and if the selling dealer fails

to do so, undergo the risk of being denied the

ITC.  Indeed  section  9(2)(g)  of  the  DVAT Act

places  an  onerous  burden  on  a  bona  fide

purchasing dealer….

53.  In  light  of  the  above  legal  position,  the

court hereby holds that the expression ‘dealer

or class of dealers’ occurring in section 9(2)(g)

of  the DVAT Act  should be interpreted as not

including  a  purchasing  dealer  who  has  bona

fide  entered  into  purchase  transactions  with

validly  registered  selling  dealers  who  have
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issued tax invoices in accordance with section

50 of the Act where there is no mismatch of the

transactions  in  annexures  2A and  2B.  Unless

the  expression  ‘dealer  or  class  of  dealers’ in

section  9(2)(g)  is  ‘read  down’ in  the  above

manner, the entire provision would have to be

held  to  be  violative  of  article  14  of  the

Constitution.

54. The result of such reading down would be

that the Department is precluded from invoking

section 9(2)(g) of  the DVAT to deny ITC to a

purchasing  dealer  who has  bona  fide  entered

into  a  purchase  transaction  with  a  registered

selling  dealer  who  has  issued  a  tax  invoice

reflecting the TIN number. In the event that the

selling  dealer  has  failed  to  deposit  the  tax

collected by him from the purchasing dealer, the

remedy for the Department would be to proceed

against the defaulting selling dealer to recover

such tax and not deny the purchasing dealer the

ITC. Where, however, the Department is able to

come  across  material  to  show  that  the

purchasing dealer and the selling dealer acted

in collusion then the Department can proceed

under section 40A of the DVAT Act.”

     *****

7. Having gone  through the  above  referred  judgments,

we are of the view that the controversy raised in this batch of

writ petitions is squarely covered by the decision of the Delhi

High Court  in  the case of On Quest  Merchandising India

Pvt.  Ltd.  [On  Quest  Merchandising  India  Pvt.  Ltd.  v.

Government of NCT of Delhi, (2018) 56 GSTR 177 (Delhi);

2017  SCC  OnLine  Del  11286.].  Hence,  the  show-cause

notices  impugned  in  the  present  writ  petitions  and  the

consequential orders are set aside. However, the Department

is free to act in those cases, where the purchase transactions

are not bona fide, in accordance with law.

8. With  these  observations,  these  writ  petitions  are

disposed of.”
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37.  The  Gujarat  High  Court,  however,  in  the  case  of  Maruti

Enterprises v. Union of India, 2026 SCC OnLine Guj 4013 has held that

Section  16(2)(c)  of  the  Act  of  2017  is  not  rendered  ultra  vires the

Constitution of India only because the purchasing dealer is left remediless

inasmuch as the revenue is empowered to initiate recovery proceedings

against the supplier under Sections 73 and 74 of the Act of 2017 and once

the  supplier  discharges  its  tax  liability  in  respect  of  the  original

transactions  then  the  purchasing  dealer  becomes  entitled  to  re-claim

credit in the immediately succeeding month by virtue of Rule 37A. The

Court  also  observed  that  purchasing  dealer  may  pursue  appropriate

remedies against  the supplier  and the mere fact that specific  statutory

mechanism for effecting recovery at  the  instance of purchasing dealer

would  not  render  Section  16(2)(c)  ultra  vires.  The  conclusion  was

reached in the context of the statutory mechanism contained in Section 41

and  Rule  37A,  providing  for  reversal  and  subsequent  re-availment  of

ITC,  as  also  the  recovery  mechanism  against  the  defaulting  supplier

under Section 73 and 74 of the Act of 2017. The relevant paras of the

judgment  passed  by  the  Gujarat  High  Court  in  Maruti  Enterprises

(supra) reads as under:-

“62. The scheme of ITC under the GST framework does not

envisage  a  situation  where  the  purchasing  dealer  is  left

remediless. The Revenue is empowered to initiate recovery

proceedings against the supplier under Sections 73 and 74 of

the CGST Act for failure to discharge tax liability in respect

of the original transaction. Further, in terms of Rule 37A of

the CGST Rules, 2017 once the supplier discharges such tax

liability, the purchasing dealer becomes entitled to re-avail

the credit  in  the immediately succeeding month.  Thus,  the
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statutory  mechanism  does  not  permanently  deprive  the

purchasing dealer of ITC; rather, the credit is restored upon

payment of tax into the Government treasury. Mere delay or

hardship in availing ITC, therefore, cannot constitute a valid

ground for reading down Section 16(2)(c) of the CGST Act.

63. Section 41(2) of the CGST Act adequately addresses

the concerns of the purchasing dealer. The provision, in its

plain terms, balances the interests of revenue with those of

the  recipient  by  permitting  re-availment  of  credit  upon

payment  by  the supplier.  The contention  regarding double

taxation is misconceived. It is well settled that ITC is not a

constitutional  or  vested  right,  but  a  statutory  concession,

subject to the conditions and restrictions prescribed under

the  Act.  Where  the  statute  provides  for  reversal  and  re-

availment  of  credit,  the  same  cannot  be  characterised  as

double taxation so as to invalidate the provision.

64. Even in a situation where the supplier fails to remit the

tax  collected  from the  purchasing dealer,  the  latter  is  not

without  recourse.  The  purchasing  dealer  may  pursue

appropriate  remedies  against  the  supplier,  while  the

Government retains the authority to recover the unpaid tax

from the defaulting supplier. The mere absence of a specific

statutory  mechanism enabling  recovery  by  the  purchasing

dealer  from the  supplier  cannot,  by  itself,  render  Section

16(2)(c) of the CGST Act ultra vires.

*****

89. Since we are not inclined to read down Section 16(2)

(c) of the CGST Act, the question of declaring it ultra vires

Part III of the Constitution of India, including Article 14 of

the Constitution of India, does not arise. However, we expect

the Government to address the issue of genuine purchasers

at the earliest.”
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38.  The  judgment  of  the  Gujarat  High  Court  in  Maruti

Enterprises (supra)  has  been  affirmed  with  dismissal  of  SLP by  the

Supreme Court in Bhandari Scrap Traders v. Union of India, 2026 SCC

OnLine  SC  1570  vide order  dated  24.07.2026,  wherein  the  Supreme

Court held as:-

“1. Though we are informed that a special leave petition

has  been  entertained  in  relation  to  the  decision  of  the

Tripura High Court in Sahil Enterprises v. Union of India1,

we  find  from the  judgment  passed  by  the  High  Court  of

Tripura that the exercise undertaken by the High Court of

Gujarat in the judgment, presently under challenge, was not

undertaken by it.

2. The distinction and differences between the provisions

of  the Delhi  Value Added Tax Act,  2004,  and the  Central

Goods and Services Tax Act, 2017, brought out by way of a

detailed  analysis  from  paragraph  42  onwards  in  the

impugned judgment along with the scheme of availing Input

Tax  Credit  (ITC)  under  the  GST  regime,  as  set  out  in

paragraph  56  of  the  impugned  judgment,  clearly

demonstrate  that  there is  no possibility  of  drawing parity

between the provisions of the two enactments, so as to treat a

purchasing  dealer  under  the  CGST  Act  on  par  with  a

purported bonafide purchasing dealer under the Delhi VAT

Act in relation to ITC, when the supplier-dealer fails to pay

the requisite tax.

3. Further, the High Court of Gujarat has also referred to

the  provisions  of  Section  41  of  the  CGST  Act  and  also

Sections 73 and 74 thereof in the context of the purchasing

dealer under the CGST regime being entitled to re-avail the

reversed ITC after the supplier-dealer is made to discharge

the tax liability.
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4. In that view of the matter, the High Court was fully

justified in holding that no grounds were made out to declare

Section 16(2)(c) of the CGST Act as unconstitutional or read

down the provisions thereof. We find ourselves in complete

and respectful  agreement  with the  views expressed by the

High Court of Gujarat and affirm and uphold the impugned

judgment.”

38.1 The  aforesaid  judgment  of  the  Supreme  Court,  therefore

affirms the reasoning of the Gujarat High Court with reference to the

statutory scheme considered therein. The effect of  these judgments, in

terms of  their  applicability  to  the  statutory  framework and the  period

involved in  the present  batch,  however,  would require  examination in

light of  the statutory provisions governing the relevant period and the

factual premise upon which the present batch arises. 

39.  It  is  in  this  background,  having  regard  to  the  statutory

schemes contemplated,  and the different views expressed by the High

Courts in the decisions noticed above, that we are required to examine the

questions posed for our consideration in this bunch of writ petitions. 

CONTENTIONS ON BEHALF OF THE PETITIONERS

40.  On  behalf  of  the  petitioners,  Mr.  Sandeep  Goyal,  learned

Senior  Counsel  has  highlighted  the  scheme  of  the  Act  of  2017  and

submitted as under:-

“(i)  That  the  statutory  mechanism  which  comprised  of

Section 16(2), 37, 38, 39, 41, 42, 155 and the rules made

thereunder were only partly implemented. In the absence of

the  same,  ensuring  the  compliance  by  the  seller  became

impossible, thus, attracting the principles of lex non-cogit ad

imposibilia.  Section  16(2)(c)  cannot  be  implemented  in

isolation as the scheme cannot expect a person to implement
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some provisions of the law, which could have been complied

with only if the executive had not discarded the supporting

provisions. Realising this vacuum in the implementation in

the  scheme,  the  legislature  changed  the  scheme  w.e.f.

01.10.2022 and amended section 41 to enable the buyer to

take credit on a final instead of provisional basis merely on

the filing GSTR-3B by the seller, de hors of its correctness.

The  shift  in  the  scheme  indicates  Section  16(2)(c)  was

impossible to comply to wit it was impossible to ensure that

the seller had discharged its output liability through proper

means.  

(ii)  That  even  after  01.10.2022,  16(2)(c)  has  been  made

subject to Section 41 which only requires the buyer to ensure

that return in GSTR-3B (Section 39(1)) has been filed the

seller for the month for which the buyer has availed the ITC,

based on GSTR-1 filed by the seller and not the correctness

of the said return filed by the seller.

(iii) The scheme of the Act requires the Tax Payer (TP) to

avail and utilize input tax credit in a definite “tax period”

which is a month. As on the date of such decision making,

the TP only has his books of accounts that he can rely upon.

He  has  made  the  payment  of  tax  to  his  supplier  through

Banking  Channels,  who  has  collected  the  same  in  his

capacity as an agent to the government. The TP does not

have  the  means  to  determine  as  to  whether  the  tax  has

actually been deposited to the government and without any

formal assessment, the TP cannot have the knowledge as to

whether  the  ITC  utilized  is  “admissible”.  Therefore,  the

provision  of  Section  16(2)(c)  read  with  Section  155  is

impossible to be complied with by the TP who has to ensure

that: -
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a. Tax has actually been paid by the supplier  

b. The ITC utilized by the supplier is  “admissible” to the

supplier.  

It  is  also  pertinent  to  mention  that  the  supplier  himself

cannot  foresee  if  the  ITC  utilized  by  him  today  will  be

declared to be “inadmissible” tomorrow.”

41. Learned  Senior  Counsel  for  the  petitioner  has  placed  an

illustration as a test  case to buttress  his argument  that  in  most  of  the

cases,  the purchasing dealer  will  not  be  able to  know the  incident  of

default on part of selling dealer in a series of transactions rendering it

impossible for the purchasing dealer to ensure deposit  of  tax with the

Government Treasury by the selling dealer.  The illustration assumes a

supply chain starting from a kabadiwala to a customer:-

“Kabad

iwala
has
plastic

Plastic

Manufacturer
who
purchases
“kabad”  for

manufacture
of plastic

Button

Manufacturer
purchases  the
plastic  to
manufacture

a button

Shirt

manufacturer
purchases
the button to
manufacture

a shirt

The

wholesaler
purchases
the shirt to
trade  it

further

The

retailer
purchases
the  shirt
to sell it to

the
customer

The  shirt  is

purchased
by  the
customer

L5 L4 L3 L2 L1 TP C

In the above mentioned chain, there can be following scenarios:

Scenario Facts Action  by  the

Department

Scenario 1 L1 collects the tax the TP but neither deposits the

same to the government nor files his returns. TP

has all the requisite documents.

ITC is denied to

TP  being

inadmissible

under  Section

16(2)(c)

Scenario 2 L5 collects tax from L4, L4 from L3, L3 from L2,

L2 from L1 and L1 from the TP but L5 does not

deposit the same to the Government and files an

outward tax liability of “NIL”. The ITC of L4, L3,

L2,  L1  and  consequently  of  the  TP  becomes

ineligible. TP has all the requisite documents.

ITC is denied to

TP  being

inadmissible

under  Section

16(2)(c)

Scenario 3 The tax has been collected by L1, but has not been

deposited with the Government. L1 is a company

that  has  gone  into  Corporate  Insolvency

Resolution  Process  under  the  IBC,  2016.  The

Government submitted its dues to the Resolution

Professional.  The  dues  are  accepted  but  no

payment  is  proposed  to  the  Government  in  the

resolution plan. The resolution plan is passed and

becomes final and binding upon the Government.

ITC is denied to

TP  being

inadmissible

under  Section

16(2)(c)
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TP has all the requisite documents.

Scenario 4 The registration of L5 has been cancelled with a

retrospective  effect.  Since  his  registration  is

cancelled  with  retrospective  effect,  the  ITC

availed by L4, L3, L2 and L1 are declared to be

inadmissible. Therefore, the tax collected from TP

has not been received by the Government, despite

the TP having all  the documents as required by

the Act.

ITC is denied to

TP  being

inadmissible

under  Section

16(2)(c)

Scenario 5 The registration of L5 has been cancelled with a

retrospective  effect.  Since  his  registration  is

cancelled  with  retrospective  effect,  the

registrations of L4, L3, L2 and L1, down the line,

are also cancelled with retrospective effect on the

suspicion that they have not received goods and

the invoices in respect of the said goods are also

presumed  to  be  invalid.  Therefore,  any  ITC

availed becomes  inadmissible  and therefore,  the

tax collected from TP has not been received by the

Government,  despite  the  TP  having  all  the

documents as required by the Act.

ITC is denied to

TP  being

inadmissible

under  Section

16(2)(c)

Scenario 6 L4  purchased  goods  from  grey  market  and  in

connivance with L5 takes the invoices from L5 for

a commission. L3 purchases the plastic from L4

not knowing the source of the goods purchased by

L4. Now, an investigation is conducted against L5

and L4 wherein it is discovered that an ingenuine

transaction has taken place between them. Since

the ITC availed by L4 is without receipt of goods

from L5, the ITC of L3, L2, L1 and the TP shall be

rejected  by  the  department.  TP  has  all  the

requisite documents.”

ITC is denied to

TP  being

inadmissible

under  Section

16(2)(c)

42.  Learned Senior  Counsel  for  the  petitioner  further  submits

that in this entire chain of transactions, the entire chain gets affected who

may not be privy to the transactions with the TP. It makes it practically

impossible to know that a default has been committed by the L5 or L4

within the taxable period or thereafter. Asking TP to discharge the onus

regarding the payment of tax by the Supplier through Admissible ITC is

not possible at all. Even if the transactions between the chain of L4 up to

the TP are genuine, the retrospective cancellation of L5 would affect the

genuineness  of  credit  in  the  hands  of  all  the  persons  in  the  chain,

rendering the whole mechanism of ITC as contrary to the basic scheme of

the Act which is focused on the removal of cascading effect of taxes as it
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leads to double taxation in the hands of TP. It is emphatically submitted,

that the grievance of the petitioners before this Court is only regarding

the genuine transactions with its sellers and not with regard to any such

transaction which is declared as ingenuine except on the ground of non-

payment  of  tax  by  the  seller/  retrospective  cancellation  of  any

predecessor dealer in the chain of supply. 

43.  Complementing  the  submissions  of  Mr.  Sandeep  Goyal,

learned Senior Counsel, Mr. Puneet Agrawal, representing some of the

petitioners, has argued that in the absence of implementation of the GST

regime, in its entirety, as was originally conceptualized, the substantive

provision contained in Section 16(2)(c) of the Act of 2017 could not be

effectuated.  Learned  counsel  has  placed  heavy  reliance  upon  the

judgment of the Supreme Court in  Commissioner, Central Excise and

Customs  v.  Larsen  & Toubro  Ltd.,  2016  (1)  SCC 170, to  urge  that

substantive  provisions  require  statutory  machinery  and  procedure  for

making the assessment and, in the absence of such statutory machinery,

the entire aspect would be left administrative in character, rendering the

statute itself vulnerable to being held ultra vires Articles 14 and 19 of the

Constitution of India. Paragraph 33 of the judgment in Larsen & Toubro

(supra) is relied upon. 

44.  It is thus urged that, in the absence of implementation of the

GST machinery conceptualized in the Act of 2017, the same cannot be

considered to have been implemented prior to 01.10.2022.

45.   Mr. Puneet Agrawal, learned counsel, further submits that

GST is a tax admissible on every transaction and buyers cannot be held

endlessly liable to find the whereabouts of a supplier who made supplies
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years  ago.  After  the  introduction  of  a  completely  new  machinery  to

implement  Section  16(2)(c),  which  was  finally  effectuated  by  the

introduction of substituted Section 41 and Rule 37A w.e.f. 26.12.2022, the

respondents  are  completely  estopped  from  taking  the  stand  that  the

petitioner's (recipient's) ITC can be denied on the basis that the supplier

has  not  paid  the  tax  or  that  the  supplier's  credit  was  faulty.  The

legislature,  by way of  a  clear  deeming fiction,  provided that  the only

responsibility of the buyer is to check whether the supplier has indeed

filed  its  return  and  nothing  more.  It  is  further  submitted  that  the

legislature  has  brought  stringent  provisions  for  recovery  and  imposes

strict  limitations qua the erring supplier,  and any non-payment by the

supplier  is  evident  to  the tax authorities  in  the  very next  month.  The

respondents have all the powers and the obligation to take action against

such erring suppliers.

46.  Learned  counsel  for  the  petitioner  further  invited  our

attention to the provisions of Section 75(12) of the Act of 2017, which

provides that the moment there is a mismatch, i.e., where the tax shown

in the statement of outward supplies (GSTR-1) exceeds the tax shown by

the  supplier  in  its  return  through  which  tax  is  paid  (GSTR-3B),  the

Government can straightaway recover the same without even making an

assessment against such an erring supplier.

47.  It is submitted that the moment there is a mismatch between

the electronically filed GSTR-1 and GSTR-3B, the system reflects such a

mismatch  on  the  Department's  portal,  and  immediately  thereafter  the

Department  can  resort  to  action  under  Rule  88C of  the  CGST Rules

(introduced w.e.f. 26.12.2022), whereby the Department requires such an



CWP-34296-2024 (O&M) 60
and other connected cases

erring  supplier  to  explain  the  difference  or  pay the  same.  Hence,  the

recipient's ITC cannot be denied on the basis that, upon a later scrutiny by

the Department, it was found that despite the supplier having filed the

return, it had not paid the full tax or had not paid it by using valid ITC.

48.  It is, therefore, submitted that even the respondents justify

the applicability of Section 16(2)(c) only in cases of fraud etc., and not

otherwise. The petitioners submit that they are not even for a moment

suggesting that ITC would be available where the goods have not been

supplied or in cases involving fraud or collusion between the supplier and

the purchasing dealer but the routine application of Section 16(2)(c)  to

deny ITC to the purchasing dealer in situations other than aforesaid cases

of fraud etc., is wholly arbitrary. 

49.  Mr.  Agrawal,  learned  counsel  for  the  petitioner,  has  also

placed  reliance  upon  the  judgment  of  the  Supreme Court  in  State  of

Maharashtra v. Suresh Trading Company, (1997) 11 SCC 378, wherein

the Supreme Court held that whatever may be the effect of a retrospective

cancellation upon the selling dealer, it can have no impact on any person

who has acted upon the strength of a registration certificate when the

registration was current. The argument of the Department that it was the

duty of persons dealing with registered dealers to ascertain whether  a

state of facts existed which would justify the cancellation of registration

was rejected by the Supreme Court.  The aforesaid decision in  Suresh

Trading (supra) was reaffirmed in the recent judgment of the Supreme

Court in M/s Shanti Kiran India (P) Ltd. (supra).

50.  It is lastly urged that various documents have been produced

by the petitioner, such as tax invoices, payment proofs, movement proofs,
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etc., which have been duly recorded by the authority, but the authorities,

without examining such material, have proceeded to routinely pass orders

against the petitioner(s).

51.  While adopting the arguments of  Mr.  Sandeep Goyal,  and

Mr.  Puneet  Agrawal,  learned  counsels  for  the  petitioner,  Ms.  Urvashi

Dhugga, learned counsel,  who also represents  some of the petitioners,

submitted that Section 16(2)(c) cannot be read in isolation so as to distort

the entire scheme contained in the Act of 2017. She also submitted that

retrospective  cancellation  of  suppliers’ registration  on  the  slightest  of

pretexts is causing grave hardship to the purchasing dealer, particularly

when the  existence of  a  tax  invoice  and the  supply  of  goods  are  not

disputed. It is also urged that the purchasing dealer cannot anticipate, at

the time of entering into transactions with the selling dealer, that at some

point in the future, the selling dealer’s registration would be cancelled,

thereby imposing liability to pay tax on the part of the purchasing dealer

all over again. It is also urged that the department is under an obligation

to proceed against the selling dealer, notwithstanding cancellation of its

registration, in accordance with law, and the mere failure to do so would

not justify the instance of double taxation upon the purchasing dealer. She

further placed reliance upon Section 76 of the Act of 2017 to submit that

the liability of a person collecting tax to deposit it with the Government

Treasury is absolute, and any failure on part of the selling dealer confers a

right upon the authority to recover such amount of tax along with interest

and  penalty.  Therefore,  as  a  matter  of  routine,  the  purchasing  dealer

cannot  be  saddled  with  the  responsibility  to  reverse  the  ITC,  thereby

imposing  an  obligation  of  double  taxation.  Moreover,  the  legislature



CWP-34296-2024 (O&M) 62
and other connected cases

never intended to completely absolve the selling dealer of the obligation

to deposit the tax collected by it by utilizing the purchasing dealer all

over again. It is further argued that the purchasing dealer cannot be made

to act as a guarantor of the selling dealer and to ensure compliance on the

part of the selling dealer. It is moreover urged that limited cases of fraud,

non-existent sellers, or cases where the actual transfer of goods has not

taken place cannot be relied upon to harass an honest purchasing taxpayer

who has documents and proof of the transaction in its  possession.  No

intendment in a fiscal statute is possible, nor can any section or proviso

be  rendered  superfluous  by  laying  importance  on  just  one  provision,

thereby completely distorting the statutory scheme. 

SUBMISSIONS ON BEHALF OF THE RESPONDENTS

52.  Mr. Sourabh Goel, learned Senior Standing Counsel, leading

the arguments on behalf of the revenue, submits that the entitlement to

avail ITC is not an absolute or vested right but a statutory benefit, which

can  be  availed  only  upon  strict  fulfilment  of  the  conditions  and

restrictions prescribed under the Act of 2017. It is contended that Section

16 of the Act of 2017 expressly makes the availment of ITC conditional

upon the satisfaction of all statutory requirements, namely, possession of

a valid tax invoice  or  other prescribed document,  receipt  of  goods or

services,  actual  payment  of  tax  in  respect  of  the  supply  to  the

Government,  and  furnishing  of  the  return  under  Section  39.  It  is,

therefore, argued that mere possession of a tax invoice or payment of

consideration along with tax to the supplier does not, by itself, confer an

indefeasible  right  upon the recipient  to  avail  or  retain  ITC where  the
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mandatory requirements of Section 16(2), particularly clause (c), remain

unfulfilled. 

53.  It is further submitted that the investigations conducted by

the Department have revealed that, in several cases, the transactions were

not genuine despite being supported by invoices and banking channels.

According to learned Senior  Standing Counsel,  there  are  cases  where

payments shown to have been made to the supplier were, in fact, routed

through  different  bank  accounts,  in  certain  cases,  the  amounts  were

immediately withdrawn in cash; and in others, the supplier discharged the

entire  output  tax  liability  exclusively  through  ITC  without  any  cash

payment to the Government. It is argued that the utilisation of wholly

ineligible or  fraudulent ITC for discharging output tax liability cannot

constitute actual payment of tax within the meaning of Section 16(2)(c),

and  such  transactions  necessarily  warrant  factual  scrutiny  by  the

Department. 

54.  In  support  of  the  aforesaid  contention,  reliance  is  placed

upon  the  judgment  of  the  Gujarat  High  Court  in  Maruti  Enterprises

(supra) which, according to the Revenue, has subsequently been affirmed

by the Supreme Court in Bhandari Scrap Traders (supra). It is submitted

that the Gujarat High Court categorically held that actual payment of tax

to the Government is an indispensable condition for claiming ITC and

that  Section  16(2)(c)  cannot  be  diluted  merely  because  the  recipient

possesses  a  valid  invoice  or  has  paid  consideration  to  the  supplier.

Learned Senior Standing Counsel further submits that the High Court,

while  examining  the  constitutional  validity  of  Section  16(2)(c),  also

relied  upon  Clause  5(b)  of  the  Statement  of  Objects  and  Reasons
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accompanying the legislation, which expressly contemplates availability

of  ITC  only  "in  respect  of  taxes  paid",  thereby  demonstrating  the

legislative  intent  that  the  benefit  of  credit  is  intrinsically  linked  with

actual tax payment.

55.  It  is  further  contended  that,  although  Section  16(2)(c)

permits  payment  of  tax either in  cash or  through admissible ITC, the

expression "payment of  tax" must be understood in the context of the

entire statutory scheme. Reference is made to Rule 86B of the CGST

Rules to submit that the manner of discharging output tax liability has

itself been regulated by the legislature in specified situations. According

to the Revenue, where the supplier discharges tax liability by utilising

fraudulent or ineligible ITC, such payments cannot be treated as valid

compliance in terms of Section 16(2)(c), since the ITC utilised itself lacks

legal admissibility.  It  is  thus argued that  the recipient  cannot derive a

statutory benefit  from a chain of transactions founded upon fraudulent

credit.

56.  Learned  counsel  further  submits  that  the  statutory  system

merely  facilitates  processing of  claims of  eligible  ITC but  was  never

intended to conclusively certify the genuineness of every transaction. It is

argued  that  departmental  officers  are  empowered  to  undertake  factual

verification through examination of returns, invoices, e-way bills, vehicle

movement records, banking transactions and statements recorded during

investigation  to  ascertain  whether  the  transactions  are  genuine.  It  is

submitted  that,  once  the  Department  forms  a  prima  facie opinion

regarding fraudulent availment or utilisation of ITC on the basis of such



CWP-34296-2024 (O&M) 65
and other connected cases

material, the burden is placed upon the claimant by virtue of Section 155

of the Act of 2017 to establish his entitlement to the credit claimed.

57.  It is further argued that proceedings initiated under the GST

Act are primarily civil  in  nature,  and therefore the  Department  is  not

required  to  establish  fraud  beyond  reasonable  doubt  before  issuing  a

show cause notice. According to the learned counsel, only a prima facie

satisfaction  based  upon  objective  material  is  necessary  for  initiating

proceedings under the Act. It is submitted that fraudulent ITC cases often

involve organized networks operating through multiple entities created in

the names of relatives, associates or other persons, resulting in circular

trading  and  fictitious  transactions,  which  necessitate  detailed

investigations and independent verification. In such circumstances, it is

contended  that  grant  of  cross-examination  cannot  be  treated  as  an

invariable requirement,  particularly where the so-called proprietors are

merely  dummy  persons  and  the  actual  operators  remain  behind  the

fraudulent entities.

58.  It  is  next contended that the petitioners'  reliance upon the

original provisions of Section 41 is misplaced. Learned counsel submits

that  the original  statutory framework itself  contained a comprehensive

mechanism under Section 42 dealing with matching, reversal and reclaim

of  ITC,  and  therefore  the  concept  of  reversal  of  inadmissible  credit

existed  from  the  inception  of  the  GST regime.  It  is  argued  that  the

substitution of Section 41 with effect from 01.10.2022 and the omission

of Sections 42 and 43 merely rationalised and restructured the statutory

mechanism without creating a new liability. According to the Revenue,

the legislative amendments streamlined the operational framework while
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retaining  the  substantive  requirement  that  only  eligible  ITC  could

ultimately be retained by the taxpayer.

59.  He further submits that the return-filing architecture under

the GST regime has gradually evolved with technological advancements

and now provides adequate safeguards for taxpayers. It is contended that

the auto-populated Form GSTR-2A displays details of supplies furnished

by the  supplier,  indicates  ineligible  credits  separately,  and enables  the

recipient to verify whether returns have been filed for the relevant tax

periods.  According  to  the  Revenue,  the  present  electronic  system

adequately  alerts  taxpayers  regarding  discrepancies  and  provides

sufficient  opportunity  to  ensure  compliance  with  the  statutory

requirements before availing ITC.

60.  Lastly,  learned  Senior  Standing  Counsel  addresses  the

contention regarding deposits made during proceedings under Section 74

of  the  CGST Act.  It  is  submitted  that  amounts  deposited  pursuant  to

proceedings under  Section 74,  which deal  with cases involving fraud,

willful  misstatement  or  suppression  of  facts,  cannot  subsequently  be

characterised  as  mere  voluntary  deposits.  It  is  further  argued that  the

statutory bar  contained in  Section 17(5)(i)  operates  independently  and

does  not  conflict  with  the  provisions  relating  to  re-availment  of  ITC

under Section 41 read with Rule 37A. According to the Revenue, while

Rule  37A  permits  re-availment  where  the  supplier  subsequently

discharges the tax liability,  such benefit is  unavailable in cases falling

under  Section  74,  where  the  payment  itself  arises  from  proceedings

founded upon fraud. It is, therefore, submitted that ITC attributable to tax
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paid  pursuant  to  proceedings  under  Section  74  is  not  eligible  for

subsequent re-availment.

61.  Complementing the submissions advanced by Mr. Sourabh

Goel, learned Senior Standing Counsel, Dr. Sukant Gupta, learned Senior

Standing Counsel (appearing in CWP No.32931 of 2025), contended that

respondent No.3 had issued a SCN dated 27.06.2025 to the petitioner

recording that one of the petitioner's suppliers, M/s Gulsheela and Sons,

had been found to be indulging in bogus billing and passing on fake ITC

to  its  recipients.  According  to  the  respondents,  the  petitioner  had

consequently  availed  inadmissible  input  tax  credit  in  contravention of

Section 16(2) of the Act of 2017. It is argued that the writ petition filed at

the stage of issuance of SCN need not be entertained as the petitioner has

the right to submit reply whereafter all factual aspects would be gone into

by  the  Department.  The  petitioner,  it  is  submitted,  has  a  complete

opportunity  to  file  its  reply,  explain  its  stand,  and  establish  that  the

underlying  purchases  were  genuine.  Only  after  consideration  of  such

reply and the passing of an adverse order, if any, would a cause arise for

invoking the statutory appellate remedy.

62.  Learned counsel further submitted that if, upon consideration

of  the  petitioner's  reply,  it  is  found  that  the  petitioner  neither  had

knowledge  of  nor  was  complicit  in  the  supplier's  default  and  had

exercised due diligence, the statutory framework, including the appellate

remedy under Section 107 of the Act of 2017, is fully capable of granting

complete  relief  without  necessitating  any assumption  of  constitutional

infirmity in Sections 16(2)(c) or 155 of the Act of 2017. Conversely, if

collusion  or  bogus  billing  is  established,  the  petitioner  cannot  invoke
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constitutional protection in the abstract. On this premise, it was urged that

the writ  petition,  having been instituted even before responding to the

SCN, is premature.

63.  In support of the aforesaid submissions, reliance was placed

upon  M/s  Shanti  Kiran  India  (P)  Ltd.,  (supra)  wherein  the  Hon'ble

Supreme Court held that ITC cannot ordinarily be denied to a bona fide

purchasing dealer who has paid tax to a registered selling dealer in good

faith merely because the selling dealer subsequently failed to deposit the

tax with the Government. It was observed that the Department's remedy

ordinarily lies against the defaulting selling dealer for recovery of tax,

though  ITC may  still  be  denied  where  evidence  establishes  collusion

between  the  purchasing  dealer  and  the  selling  dealer.  It  was  also

emphasized that bona fide purchasers entering into genuine transactions

with registered dealers stand protected.

64.  Reliance was also placed upon the order passed by this Court

in Aman Kumar Rathaur v. State of Punjab (CM No.20301-CWP-2023

in  CWP No.5902  of  2023,  decided  on  08.12.2023),  wherein,  while

relying upon  State of Punjab v. M/s Shiv Enterprises, 2023 (96) GST

120  (SC),  it  was  held  that  interference  under  Article  226  of  the

Constitution  against  a  SCN  is  ordinarily  unwarranted.  The  Court

observed that disputed questions of fact are required to be examined by

the statutory authorities, and the assessee must place the relevant material

before  the  competent  authority,  which  would  thereafter  proceed  in

accordance with  law.  The  writ  petition  in  that  case  was  consequently

dismissed by relegating the petitioner to the statutory remedy.
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65.  Learned  counsel  further  relied  upon  Roshan  Sharma  v.

Deputy Commissioner of Revenue, State Tax, (2025) 112 GST 43 (Cal),

wherein the Calcutta High Court held that where the dispute regarding

ITC involves allegations of fraud and has already been adjudicated by the

Department, the proper and efficacious remedy is to invoke the statutory

appellate jurisdiction rather than seek adjudication in writ  proceedings

involving disputed factual issues. It was pointed out that the said view

was affirmed by the Hon'ble Supreme Court  in  SLP (C) No.31296 of

2025, Roshan Sharma v. Deputy Commissioner of Revenue, State Tax,

by order dated 09.03.2026, whereby the petitioner was directed to avail

the  appropriate  appellate  remedy  and  was  permitted  to  raise  all

contentions available in law before the Appellate Authority.

66.  Reliance  was  lastly  placed  upon  M/s  Sahil  Enterprises

(supra), wherein the Tripura High Court held that Section 16(2)(c) of the

Act of 2017 ought not to be interpreted so as to deny ITC in respect of

bona fide transactions, and that the provision should be read down and

applied only where the transaction is found to be non-genuine, collusive,

or fraudulent and intended to defraud the revenue.

67.   We have heard Mr. Sandeep Goyal, Mr. Puneet Agrawal and

Ms.  Urvashi  Dhugga,  learned  counsel  for  the  petitioner(s)  and  Mr.

Sourabh Goel and Dr. Sukant Gupta, learned Senior Standing Counsels

for the revenue. 

SCOPE OF SECTION 16(2(C) 

68.  It  is  in  the  context  of  the  above  submissions  and  having

regard to the different views expressed in the decisions noticed above on
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the issue, that we are called upon to interpret the true import of Section

16(2)(c) of the Act of 2017.

69.  We have already noticed the statutory scheme contained in

the Act of 2017, of which Section 16(2)(c) was a part, and which made

the  actual  payment  of  tax  by  the  selling  dealer  a  condition  for  the

purchasing dealer to claim the benefit of ITC. 

70.  We have also referred to the scheme originally conceived of

in  the  Act  of  2017  containing  elaborate  provisions  for  matching  and

verification of returns by the purchasing dealer and selling dealer. The

returns to be submitted by them had to match with the deposit of tax, and

any failure in this regard alerted the purchasing dealer to the discrepancy,

and thus enabled them to take the action to approach the selling dealer in

order to secure the deposit of tax. 

71.  If  the  provisions  conceptualized  in  the  Act  of  2017 were

implemented in its entirety there was hardly any scope for a purchasing

dealer to complain about the obligation imposed on it by virtue of Section

16(2)(c) of the Act of 2017. 

72.  However, the provisions contained in the Act of 2017 were

not implemented in its entirety and only part of it was pressed into service

for various reasons, which are not of significance. The technical glitches

or the initial reluctance of business to adapt to new provisions can be

construed as teething troubles in the implementation of a new scheme.

Nevertheless, it is the non-implementation of GST scheme in its entirety

which has led to complications in executing Section 16(2)(c) of the Act of

2017. 
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73.  The Act of 2017 originally contained a scheme where ITC

was to be credited to the electronic credit ledger on self-assessed basis

and was to be utilized only for payment of self-assessed output tax as per

the return. Section 42 then contemplated matching, reversal and reclaim

of ITC. Section 42 was not implemented and was ultimately deleted vide

Finance  Act,  2022  w.e.f.  01.10.2022.  Section  41  was  also  substituted

providing for availment of credit of eligible input tax, on self-assessment

basis  by way of credit  to  the  electronic credit  ledger.  The concept  of

provisional availment of ITC and later its matching has been done away

with w.e.f. 01.10.2022. 

74.  Section  16(2)(c)  was  actually  a  part  of  the  GST scheme

contained  in  the  Act  of  2017  with  provisions  incorporated  therein

containing mechanism of verification and matching etc., such that Section

16(2)(c) of the Act of 2017 was capable of being given effect to. It, i.e.,

Section 16(2)(c) of the Act of 2017, cannot be construed as standalone

provision bereft of other provisions which contained the mechanism for

its implementation. 

75.  If  it  is  treated  to  be  a  standalone  provision  without  any

mechanism put in  place in the statute to ascertain whether the selling

dealer has deposited tax or to secure its deposit with the Government then

the maxim  lex non cogit  ad impossibilia  meaning that the law cannot

impose an impossible obligation would clearly get attracted exposing the

provision to a possible challenge on the ground of violating Articles 14

and 19 of the Constitution of India. 

76.  In  Larsen & Tubro (supra) the Supreme Court has held as

under in para 33 of the judgment:-
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“33  The aforesaid finding in G.D. Builders case [2013 SCC

OnLine Del 4543 : (2013) 32 STR 673] is in fact contrary to

a long line of decisions which have held that where there is

no machinery for assessment, the law being vague, it would

not be open to the assessing authority to arbitrarily assess to

tax the subject. Various judgments of this Court have been

referred to in the following passages from Heinz India (P)

Ltd. v. State of U.P. [(2012) 5 SCC 443 : (2012) 3 SCC (Civ)

184 : (2012) 3 SCC (Cri) 198] This Court said : (SCC pp.

455-57, paras 15-21)

“15. This Court has in a long line of decisions rendered

from time to time, emphasised the importance of machinery

provisions  for  assessment  of  taxes  and  fees  recoverable

under a taxing statute. In one of the earlier decisions on the

subject a Constitution Bench of this Court  in K.T.  Moopil

Nair  v.  State of  Kerala [AIR 1961 SC 552] examined the

constitutional  validity  of  the  Travancore-Cochin  Land Tax

Act (15 of 1955). While recognising what is now well-settled

principle of law that a taxing statute is not wholly immune

from attack on the ground that it infringes the equality clause

in Article 14, this Court found that the enactment in question

was violative of Article 14 of the Constitution for inequality

was writ large on the Act and inherent in the very provisions

under the taxing section thereof. Having said so, this Court

also noticed that the Act was silent as to the machinery and

the procedure to be followed in making the assessment. It

was left  to the executive to evolve the requisite machinery

and  procedure  thereby  making  the  whole  thing,  from

beginning  to  end,  purely  administrative  in  character

completely ignoring the legal position that the assessment of

a tax on person or property is a quasi-judicial exercise.

16. Speaking for the majority Sinha, C.J. said : (K.T. Moopil

case [AIR 1961 SC 552] , AIR p. 559, para 9)
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‘9.  …  Ordinarily,  a  taxing  statute  lays  down  a

regular machinery for  making assessment of  the tax

proposed to be imposed by the statute. It  lays down

detailed  procedure  as  to  notice  to  the  proposed

assessee  to  make  a  return  in  respect  of  property

proposed to be taxed, prescribes the authority and the

procedure for hearing any objections to the liability

for taxation or as to the extent of the tax proposed to

be levied, and finally, as to the right to challenge the

regularity  of  assessment  made,  by  recourse  to

proceedings  in  a  higher  civil  court.  The Act  merely

declares the competence of the Government to make a

provisional assessment, and by virtue of Section 3 of

the  Madras  Revenue  Recovery  Act,  1864,  the

landholders  may  be  liable  to  pay  the  tax. The  Act

being silent as to the machinery and procedure to be

followed  in  making  the  assessment  leaves  it  to  the

Executive  to  evolve  the  requisite  machinery  and

procedure. The whole thing, from beginning to end, is

treated  as  of  a  purely  administrative  character,

completely  ignoring  the  legal  position  that  the

assessment of a tax on person or property is at least of

a quasi-judicial character.’

17. In Rai Ramkrishna v. State of Bihar [AIR 1963 SC 1667]

this Court was examining the constitutional validity of the

Bihar Taxation on Passengers and Goods (Carried by Public

Service  Motor  Vehicles)  Act,  1961.  Reiterating  the  view

taken in K.T. Moopil Nair [AIR 1961 SC 552] this Court held

that a statute is not beyond the pale of limitations prescribed

by Articles 14 and 19 of the Constitution and that the test of

reasonableness  prescribed by Article  304(b)  is  justiciable.

However,  in  cases  where  the  statute  was  completely

discriminatory  or  provides  no  procedural  machinery  for

assessment and levy of tax or where it was confiscatory, the
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Court  would  be  justified  in  striking  it  down  as

unconstitutional. In such cases the character of the material

provisions  of  the  impugned  statute  may  be  such  as  may

justify the Court taking the view that in substance the taxing

statute is a cloak adopted by the legislature for achieving its

confiscatory purpose.

18. In Jagannath Baksh Singh v. State of U.P [AIR 1962 SC

1563] this Court was examining the constitutional validity of

U.P. Large Land Holdings Tax Act 31 of 1957. Dealing with

the argument that the Act did not make a specific provision

about the machinery for assessment or recovery of tax, this

Court held : (AIR pp. 1570-71, para 17)

‘17.…  if  a  taxing  statute  makes  no  specific

provision about the machinery to recover tax and the

procedure  to  make  the  assessment  of  the  tax  and

leaves  it  entirely  to  the  executive  to  devise  such

machinery  as  it  thinks  fit  and  to  prescribe  such

procedure as appears to it to be fair, an occasion may

arise for the courts to consider whether the failure to

provide for a machinery and to prescribe a procedure

does  not  tend to  make the  imposition of  the  tax  an

unreasonable restriction within the meaning of Article

19(5).An imposition of tax which in the absence of a

prescribed  machinery  and  the  prescribed  procedure

would  partake  of  the  character  of  a  purely

administrative  affair  can,  in  a  proper  sense,  be

challenged as contravening Article 19(1)(f).’

19. In State of A.P. v. Nalla Raja Reddy [AIR 1967 SC 1458]

this Court was examining the constitutional validity of the

Andhra Pradesh Land Revenue (Additional Assessment) and

Cess  Revision  Act,  1962  (22  of  1962)  as  amended  by

Amendment  Act  23  of  1962.  Noticing  the  absence  of

machinery provisions in the impugned enactments this Court

observed : (AIR p. 1468, para 22)
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‘22.… if Section 6 is put aside, there is absolutely

no  provision  in  the  Act  prescribing  the  mode  of

assessment.  Sections  3  and  4  are  charging  sections

and they say in effect that a person will have to pay an

additional assessment per acre in respect of both dry

and  wet  lands.  They  do  not  lay  down  how  the

assessment  should  be  levied. No  notice  has  been

prescribed,  no opportunity is  given to the person to

question  the  assessment  on  his  land.  There  is  no

procedure  for  him  to  agitate  the  correctness  of  the

classification made by placing his land in a particular

class with reference to ayacut, acreage or even taram.

The  Act  does  not  even  nominate  the  appropriate

officer to make the assessment to deal with questions

arising  in  respect  of  assessments  and  does  not

prescribe  the  procedure  for  assessment.  The  whole

thing is left in a nebulous form. Briefly stated under

the  Act  there  is  no  procedure  for  assessment  and

however grievous the blunder made there is no way for

the aggrieved party to get it corrected. This is a typical

case  where  a  taxing  statute  does  not  provide  any

machinery of assessment.’

The appeals filed by the State against the judgment of the

High Court striking down the enactment were, on the above

basis, dismissed.

20. Reference may also be made to Vishnu Dayal Mahendra

Pal v. State of U.P [(1974) 2 SCC 306] and D.G. Gose and

Co. (Agents) (P) Ltd. v. State of Kerala [(1980) 2 SCC 410]

where this Court held that sufficient guidance was available

from  the  Preamble  and  other  provisions  of  the  Act.  The

members of the committee owe a duty to be conversant with

the same and discharge their functions in accordance with

the provisions  of  the  Act  and the Rules  and that  in cases
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where the machinery for determining annual value has been

provided in the Act and the rules of the local authority, there

is no reason or necessity of providing the same or similar

provisions in the other Act or Rules.

21. There is no gainsaying that a total absence of machinery

provisions for assessment/recovery of the tax levied under an

enactment, which has the effect of making the entire process

of  assessment  and  recovery  of  tax  and  adjudication  of

disputes relating thereto administrative in character, is open

to challenge before a writ court in appropriate proceedings.

Whether  or  not  the  enactment  levying  the  tax  makes  a

machinery provision either by itself or in terms of the Rules

that may be framed under it is, however, a matter that would

have to be examined in each case.”

77.  We find force in the contention of the petitioners that, where

the  substantive  provisions contained in  the  Act  of  2017 providing for

matching  and  verification  of  returns  were  not  implemented,  to

nevertheless  enforce  the  liability  under  Section  16(2)(c),  without  the

corresponding mechanism contemplated  under  the  statute  having been

implemented, would be rendering the statute vulnerable to challenge as

being ultra vires. 

78.  The  aforesaid  principle  assumes  significance  where  the

statutory  scheme  requires  the  purchasing  dealer  to  bear  a  liability

dependent  upon an event occurring at  the hands of the  selling dealer,

while the former has no statutory means of ascertaining whether such

event has occurred. In somewhat similar situation, a Constitution Bench

of the Supreme Court in  Bhawani Cotton Mills Ltd v. State of Punjab

and another, 1967 SCC OnLine SC 39 had an occasion to examine the

scenario where liability to pay tax was imposed on the person not liable
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to pay it and the provision was sought to be justified on the ground that

such tax paid could later be recovered. The Court observed as under:-

“…….At  that  stage,  the  question  naturally  arises,  as  to

whether  there  is  anywhere  in  the  Act  or  the  rules  any

provision, by which the person, sending the return, will be

able to know that the tax, in respect of the declared goods

purchased by him, have already been paid by another dealer

and that the value of the purchases, effected by him, need not

be shown In his return. He cannot take an off-hand chance in

this matter, because there are very heavy penalties imposed

on a dealer, for failure to include in the returns sent by him,

any transactions in respect of which he is liable to pay tax. If

that is the position at the end of a year, when the final return

is sent, the position becomes still worse when the quarterly

returns,  accompanied by payment  of  taxes,  are to be sent

during the course of the accounting year itself.

Counsel for the respondent has pointed out that, if a dealer

wants to claim exemption, under sub-clause (vi) of section

5(2)(a), rule 27-A provides for his getting a declaration from

the dealer, to whom the goods are resold, in which case, the

dealer is absolved from the liability to pay tax. We have gone

through the various statements contained in the said rule, as

well as the forms, to which it refers, but they are not decisive,

either way. There will also be cases where a non-registered

dealer  may  have  intervened  and  even  if  such  dealers

intervene, it is clear that under section 15(a) of the Central

Act the tax cannot be levied at more than one stage. There is

no machinery by which a dealer can ascertain whether his

vendor of the declared goods has paid the tax already. Even

otherwise, it will be seen that if a dealer, A, sells the declared

goods to B, six months after the close of the year (B being a

registered dealer), A becomes liable to purchase tax. But, if

B sells the identical declared goods, again, after the period
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mentioned in sub-clause (vi), he will also be liable to pay

purchase  tax.  That  means,  in  respect  of  the  same item of

declared goods, more than one person is made liable to pay

tax and the taxis also levied at more than one stage. That is

not  permissible under section  15(a)  of  the  Central  Act.  If

goods  are  resold  to  a  non-registered  dealer,  within  the

period, sub-clause (vi) will not help the original purchaser.

We may also point out, at this stage, that sub-clause (vi) of

section  5(2)(a)  negatives  the  assumption  that  the  normal

rule, under the Act, in respect of declared goods is to levy the

tax on the first purchaser.

Mr. Bishan Narain, counsel for the State, faced with these

difficulties, no doubt, referred us to the provisions contained

in section 12 of the Act relating to refunds. Counsel pointed

out that the manner in which a purchaser can claim refunds

is also elaborately indicated in rules 48 to 55 of the Rules. If

persons,  like  the  appellants,  satisfied  the  authorities

concerned that they had paid amounts, by way of tax, which

they were not legally bound to pay, it was open for them to

ask for refunds of such excess amounts paid. Therefore, even

assuming that, in the first instance, the appellant has paid

the purchase tax and, later on, it is found that it is not liable

for the same, section 12 of the Act would afford adequate

relief. We are not impressed with this argument. The position

is  not  so simple.  Even in the matter  of  obtaining refunds,

there can be no controversy, that the appellant will have to

place,  before  the  officer  concerned,  particulars  of

transactions connected with the commodity in question, and

also  the  basis  on  which  it  claims  the  relief.  It  will  be

absolutely  difficult,  if  not  impossible,  for  persons  like  the

appellant to collect materials in this behalf, because, there is

no provision contained either in the Act or the Rules, on the

basis of which it will be entitled to be supplied with all the

material  information  relevant  for  sustaining  a  request  for
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refund. If  the Central Act makes it mandatory that the tax

can be collected only at one stage, in our opinion, it is not

enough for the State to say that a person, who is not liable to

pay tax, must, nevertheless, pay it in the first instance, and

then claim refund at  a  later  stage.  We may state that  the

question as to how far a party can ask for refund, without the

order  of  assessment  being  set  aside,  by  appropriate

proceedings, is highly doubtful; because, at the time when

the actual order of assessment is passed, in certain cases, it

may not be possible for a party to say whether he is entitled

to exemption or not, under sub-clause (vi) of section 5(2)(a)

of the Act. If a person is not liable for payment of tax at all,

at any time, the collection of a tax from him, with a possible

contingency of  refund  at  a  later  stage,  will  not  make  the

original levy valid; because, if particular sales or purchases

are exempt from taxation altogether, they can never be taken

into account, at any stage, for the purpose of calculating or

arriving at the taxable turnover and for levying tax……..”

79. At this juncture, we would like to refer to Section 76 of the

Act of 2017 which reads as under:-

“Section 76. Tax collected but not paid to Government.-

(1)  Notwithstanding anything to the contrary  contained in

any  order  or  direction  of  any  Appellate  Authority  or

Appellate Tribunal or court or in any other provision of this

Act or the rules made thereunder or any other law for the

time being in force, every person who has collected from any

other person any amount as representing the tax under this

Act, and has not paid the said amount to the Government,

shall  forthwith  pay  the  said  amount  to  the  Government,

irrespective of whether the supplies in respect of which such

amount was collected are taxable or not.

(2)  Where  any  amount  is  required  to  be  paid  to  the

Government under sub-section (1), and which has not been
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so paid, the proper officer may serve on the person liable to

pay such amount a notice requiring him to show cause as to

why the said amount as specified in the notice should not be

paid by him to the Government and why a penalty equivalent

to the amount specified in the notice should not be imposed

on him under the provisions of this Act.

(3)  The  proper  officer  shall,  after  considering  the

representation,  if  any,  made  by  the  person  on  whom  the

notice is served under sub-section (2), determine the amount

due from such person and thereupon such person shall pay

the amount so determined.

(4)  The  person  referred  to  in  sub-section  (1)  shall,  in

addition to paying the amount referred to in sub-section (1)

or sub-section (3), also be liable to pay interest thereon at

the  rate  specified  under  section  50  from  the  date  such

amount was collected by him to the date such amount is paid

by him to the Government.

(5)  An  opportunity  of  hearing  shall  be  granted  where  a

request is received in writing from the person to whom the

notice was issued to show cause.

(6) The proper officer shall issue an order within one year

from the date of issue of the notice.

(7) Where the issuance of the order is stayed by an order of

the court or Appellate Tribunal, the period of such stay shall

be excluded in computing the period of one year.

(8) The proper officer, in his order, shall set out the relevant

facts and the basis of his decision.

(9) The amount paid to the Government under sub-section

(1)  or  sub-section  (3)  shall  be  adjusted  against  the  tax

payable,  if  any,  by  the  person  in  relation  to  the  supplies

referred to in sub-section (1).
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(10)  Where  any  surplus is  left  after  the  adjustment  under

sub-section (9), the amount of such surplus shall either be

credited  to  the  Fund  or  refunded  to  the  person  who  has

borne the incidence of such amount.

(11) The person who has borne the incidence of the amount

may apply for the refund of the same in accordance with the

provisions of section 54.”

80.  Section  76  of  the  Act  of  2017  specifically  deals  with  a

situation where a selling dealer has not deposited tax even after collecting

it from the purchasing dealer. The statute empowers the proper officer to

serve  notice  on  the  person  liable  to  pay  such  amount  and  after

considering  reply,  if  any,  determine  the  amount  payable  along  with

interest in terms of Section 50 of the Act of 2017.  

81.  GST scheme therefore contains elaborate provision to deal

with instances of non-deposit of tax collected by the selling dealer from

the  purchasing  dealer.  Where  the  supplier  has  collected  tax  from the

purchasing dealer but has failed to deposit the same, the liability of the

supplier  is  specifically  recognised  and  provision  is  made  for

determination and recovery of such amount under Section 76 of the Act

of 2017. 

82.  Section 76 of the Act of 2017 cannot be rendered otiose in

the GST scheme on account of indiscriminate invocation of Section 16(2)

(c)  of  the  Act  of  2017.  This  would  lead  to  an  anomalous  situation,

wherein the person liable to pay tax is spared and obligation to pay tax is

imposed on the purchasing dealer even though it has already paid tax on

the  transaction.  The  statutory  intent  will  be  frustrated  in  such  an

eventuality. Section 16(2)(c) would have to be construed in harmony with
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the statutory mechanism, rather than in a manner which, without regard to

the  statutory  mechanism  applicable  to  the  relevant  period,  places  the

entire consequence of the selling dealer’s  default  upon the purchasing

dealer. 

83. Moreover, prior to introduction of Rule 37A of the CGST

Rules, there existed no statutory provision for the purchasing dealer to re-

avail the reversed ITC even if the selling dealer subsequently deposited

the tax payable by it. In such exigency, the purchasing dealer could, in

substance, end up bearing a further tax burden in respect of  the same

transaction, while the selling dealer, continues to remain liable in terms of

the statutory provisions, notwithstanding the remedy available by virtue

of Section 76 of the Act of 2017. Moreover, reversing ITC in most of the

cases years  after  the transaction is  bound to adversely impact smooth

business transaction and would certainly not contribute to ease of doing

business.  The  buyers  cannot  be  held  endlessly  liable  to  trace  out  the

whereabouts of suppliers from whom purchases were made years ago. 

84.  Even under Rule 37A of the CGST Rules,  the purchasing

dealer is required to reverse the input tax credit where the selling dealer

has not furnished the corresponding return, within the period prescribed

under the said Rule. The purchasing dealer, thereafter, has to await the

furnishing of the corresponding return by the selling dealer, whereupon

the credit so reversed can be re-availed in the subsequent return. Thus,

even after the introduction of Rule 37A, the consequence of the default of

the selling dealer  is  required to be borne,  in the first  instance,  by the

purchasing dealer by way of reversal of the credit, with the benefit of

such credit  being available for  re-availment  only upon the subsequent
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compliance of the selling dealer. It is, therefore, not a case of refund of

the tax paid by the purchasing dealer, but one where the credit availed by

the purchasing dealer is required to be reversed and can thereafter be re-

availed in the manner prescribed.

85.  The  statutory  framework,  as  it  has  evolved  over  time,

contains  several  provisions  that  impose  strict  limitations  qua the

defaulting supplier, which operate to identify and address defaults on the

part of the supplier. The scheme substituted is as under:-

“1)  If  GSTR-1  for  a  month  is  not  filed,  GSTR-1  for

subsequent  months  cannot  be  filed.  [Section  37(4)  w.e.f.

01.10.2022 @ Page 25 of provision set / compilation 1] 

(ii) Return under Section 39 cannot be filed if return has not

been furnished for any previous tax period. [Section 39(10)

as  it  existed  w.e.f.  01.07.2017  @  Page  32  of  index  of

provision / compilation 1].

(iii) Return under Section 39 cannot be filed if return for any

of previous tax period or GSTR-1 for the said tax period has

not  been  furnished.  [Section  39(10)  w.e.f.  01.10.2022  at

page 41 of index of provision / compilation 1].

(iv) GSTR 1 cannot be filed if GSTR-3B for preceding two

months  have  not  been  furnished.  [Rule  59(5)  w.e.f.

22.12.2020 at page 83 of index of provision / compilation 1].

(v)  4  GSTR  I  cannot  be  filed  if  GSTR-3B  for  preceding

months  have  not  been  furnished.  [Rule  59(6)(a)  w.e.f.

01.01.2022 at page 95 of index of provision / compilation

1].

(vi) Recipient is required to reverse ITC if he fails to pay

consideration along with tax to the supplier within 180 days

from the date of issue of invoice. [2nd proviso below Section

16(2)]
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(vii) Rule 138E (b) restricts a person from generating E-way

bills if two consecutive returns not filed. 

(viii)  Section  29(2)(c)  allows  department  to  cancel

registration  if  six  consecutive returns  not  filed.  [r/w Rule

21(h)]

Reference  is  further  invited  to  the  provisions  of  Section

75(12) of CGST Act which provides that the moment there is

a mismatch i.e. tax shown in statement of outward supplies

(GSTR-1) exceeds the tax shown by the supplier in its return

vide  which  tax  is  paid  (GSTR-3B),  the  Government  can

straightaway  make  recovery  without  even  making  an

assessment on such an erring supplier. To Quote:

Section 75. General provisions relating to determination of

tax.- 

****

(12)  Notwithstanding anything contained in  section  73 or

section 74 or section 744, where any amount of self-assessed

tax in accordance with a return furnished under section 39

remains unpaid, either wholly or partly, or any amount of

interest payable on such tax remains unpaid, the same shall

be recovered under the provisions of section 79.

Explanation.-For  the  purposes  of  this  sub-section,  the

expression  "self-  assessed  tax"  shall  include  the  tax

payable in respect of details of outward supplies furnished

under section 37, but not included in the return furnished

under section 39, 

   [Emphasis Supplied]

The moment there is a mismatch on the electronically filed

GSTR-1 and GSTR-3B, the system shows such a mismatch

on the department's portal,  and immediately thereafter the

department can resort to action under Rule 88C of CGST

Rules  [introduced  w.e.f.  26.12.2022],  whereby  the

department requires such an erring supplier to explain the

difference or to pay up the same.
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86.  The  issue  needs  to  be  examined  from  another  angle  of

incidence of tax. Imposition of tax is a compulsory levy under a statute.

The liability to pay tax can be imposed upon a person who is liable to pay

tax. In the GST regime, the ultimate incidence of tax is on the ultimate

purchaser and the tax collected in the process, at different stages, is made

available as ITC, subject to the conditions prescribed under the Act. The

incidence of tax must therefore remain on the taxable person and ought

not to be imposed on a person not liable to pay tax i.e., the purchasing

dealer where it has already paid tax to the selling dealer. Where ITC is

reversed in case of purchasing dealer, despite the tax having already been

paid by such dealer to the selling dealer, then the purchasing dealer is

exposed to a further tax burden in respect of the same transaction. This

consequence,  cannot  be  viewed  in  isolation  of  the  statutory  scheme

contemplated,  and  it  is  to  be  examined  in  terms  of  the  statutory

mechanism governing reversal and subsequent re-availment of ITC, and

the liability of the selling dealer. 

87.  The position however would stand on a different footing, in

cases where the material on record indicates collusion, fraud, non-existent

selling dealer, where the goods or services have not in fact been received,

or where other circumstances are established which otherwise render the

claim to ITC inadmissible. In such circumstances, the issue is not only

one of the subsequent non-payment of tax by the selling dealer, but of the

underlying entitlement of the purchasing dealer to the ITC itself.

88. In  this  bunch  of  matters,  however,  we  have  come  across

large  number  of  cases  where  16(2)(c)  of  the  Act  of  2017  has  been

invoked in a routine and mechanical manner only because the registration
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of selling dealer has been cancelled without probing further of the causes

which led to such cancellation. There is apparently a lack of clarity on

part of the GST officials of the true import of Section 16(2)(c) of the Act

of 2017 which is why it is being regularly invoked. 

89.  In a  large number  of  cases,  the  Department  has  not  even

issued notices under Section 74 of the Act  of  2017 to the purchasing

dealer, while its registration is retrospectively cancelled relying upon the

fact that ITC is availed on purchases made from seller whose registration

is  subsequently  cancelled.  The  mere  availability  of  the  mechanism

contemplated under Rule 37A of the CGST Rules cannot, by itself, justify

such  action.  Rule  37A operates  within  the  circumstances  and  for  the

period  contemplated  by  the  Rule,  and  provides  for  reversal  and

subsequent  re-availment  of  ITC  upon  the  supplier  furnishing  the

corresponding return. It cannot be invoked as a general justification for

retrospectively denying ITC merely because the registration of the selling

dealer has subsequently been cancelled.

90.  The  provisions  as  discussed  hereinabove,  will,  therefore,

have to be kept in mind by the proper officer when it proposes to take

shelter of Section 16(2)(c) of the Act of 2017. Proper application of mind

on part of the proper officer is required, particularly in instances where

the  purchasing  dealer  is  able  to  satisfy  other  conditions  specified  in

Section  16(2)  of  the  Act  of  2017  by  producing  tax  invoice,  actual

movement of goods/services and other relevant material. In such cases,

the mere fact that the selling dealer has subsequently failed to deposit the

tax with the Government cannot, by itself and without examination of the

surrounding circumstances, result in mechanical reversal of the ITC. The



CWP-34296-2024 (O&M) 87
and other connected cases

aforesaid requirement would, however, have to be applied with reference

to the statutory mechanism applicable to the period in question and the

material available before the proper officer.

91. Though in this bunch of writ petitions, the vires of Section 16(2)(c)

of the Act of 2017 has been challenged, but the attempt at doing so is, at

best,  feeble.  The emphasis laid on behalf  of  the petitioners is  to read

down the provision so as to make it consistent with the statutory scheme

and restrict the liability of the purchasing dealer to refund the ITC only in

cases of fraud, collusion, paper transactions without any actual movement

of goods, etc.

92.  Section 16 provides for eligibility and conditions for availing

ITC. Sub-section (1) thereof provides that every registered person shall,

subject  to  such  conditions  as  may  be  prescribed  and,  in  the  manner,

specified in Section 49, be entitled to take credit of input tax charged on

any supply of goods or services or both to him which are used or intended

to  be  used  in  the  course  or  furtherance  of  his  business,  and the  said

amount shall be credited to the electronic credit ledger of such registered

person. Sub-section (2) of Section 16 starts with a non-obstante clause

and restricts  the  benefit  of  ITC in respect  of  any supply of  goods or

services or both unless such person is in possession of a tax invoice or

debit note issued by the supplier registered under the Act of 2017 w.e.f.

01.10.2022; such invoice or debit note is furnished by the supplier in the

statement of  outward supplies  (GSTR-01),  and such details have been

communicated to the recipient of such invoice or debit note in the manner

specified in Section 37; he has received the goods or services or both, the

manner of receipt of goods being specified in the Explanation. It is only
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then, subject to the provisions of Section 41, when the tax charged in

respect of such supply has actually been paid to the Government either in

cash  or  through utilisation of  ITC,  that  the  registered person acquires

eligibility for taking ITC. Therefore, only when the aforesaid conditions

stipulated in Section 16(2)(a) and (b) are met does the purchaser become

entitled to avail ITC.

93.  The law, therefore, requires that the purchaser shall pay the

supplier within 180 days from the date of issue of the invoice; otherwise,

the ITC shall have to be reversed along with interest.

94.  We find substance in the petitioners’ contention that as per

the initial mechanism contemplated in the Act of 2017, any default on the

part of the seller in depositing the tax could be known by the buyer in a

time-bound  manner.  This  enabled  the  purchaser  to  claim  ITC.  The

purchasing dealer was provided with a statutory means of verifying the

corresponding  information.  The  initial  scheme,  therefore,  contained

requisite safeguards for the purchasing dealer to ascertain whether the

selling dealer had deposited the tax or not. It is in the above context that

the law placed the burden of proof upon the person claiming ITC. Section

155 of the Act of 2017 reads as under:-

“Section 155- Burden of Proof

Where any person claims that  he  is  eligible for  input  tax

credit under this Act, the burden of proving such claim shall

lie on such person.”

95.  Burden of proof under Section 155 was saddled upon the

person claiming ITC in view of the mechanism contemplated in the Act

of 2017 permitting the purchasing dealer  to  know whether the  selling

dealer had deposited the tax or not. In this regard, we may refer to the
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petitioners’ arguments that the taxpayer was required to furnish details of

outward supply in Form GSTR-1 by the 10th of every succeeding month.

The  details  so  furnished  by  the  supplier  in  Form  GSTR-1  got

communicated to the purchaser in terms of Rule 59(3) of the CGST Rules

in Form GSTR-2A. On the basis of such details made available to the

purchaser, the purchaser had to verify the details of his inward supplies as

per  the  communication  received  in  Form  GSTR-2A and  accordingly

prepare the details of his inward supplies in Form GSTR-2 under Section

38(1) read with Rule 60(1). Such details were to be furnished after the

10th  of  the  succeeding month  but  on  or  before  the  15th  day of  such

month  succeeding  the  tax  period.  The  details  modified,  deleted,  or

excluded  by  the  purchaser  and  furnished  in  Form  GSTR-2  were

communicated to the supplier under Section 38(3) read with Rule 59(4),

who was to accept or reject the modifications made by the purchaser. On

the basis of reconciliation made between the supplier and the purchaser, a

monthly return was to be electronically furnished under Section 39(1)

read with Rule 61(1). As per Rule 61(2) of the CGST Rules, Part A of

Form  GSTR-3  was  to  be  automatically  generated  on  the  basis  of

information furnished through Forms GSTR-1 and GSTR-2. The taxpayer

would thereafter discharge his liability in Part B of Form GSTR-3. The

initial  scheme  specified  in  the  Act  of  2017,  therefore,  enabled  the

purchasing dealer  to  verify  and reconcile  the  relevant  tax information

furnished by the selling dealer. 

96.  However,  since  the  original  scheme was  not  implemented

and had to be diluted due to technical glitches or the issuance of various

notifications, no mechanism was accessible for matching the data, nor did
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the GST mechanism enable the purchasing dealer to know whether Form

GSTR-3B  furnished  by  the  supplier  was  correct  or  whether  the  tax

admissible had been paid by the selling dealer. It is in this context that the

GST Council, in its 43rd  GST Council Meeting, approved amendments to

the  entire  system  of  automation  under  the  GST regime,  and  various

sections such as Sections 42 and 43 were entirely deleted. The system of

provisional  ITC  was  done  away  with  and  was  substituted  with  final

availment of ITC at the initial stage based on self-assessment. However,

where the tax itself had not been paid by the supplier on such ITC, the

ITC availed, along with interest, was to be reversed. It was with effect

from  26.12.2022  that  Rule  37A was  added  to  the  CGST  Rules.  It

provided for re-availment of reversed ITC due to non-payment of tax by

the supplier once the supplier paid such tax along with interest in terms of

Section 50 of the Act of 2017.

97.  It is worth noticing that prior to the introduction of Rule 37A

of  the  CGST  Rules,  there  existed  no  statutory  mechanism  for  re-

availment of reversed credit which had been reversed on account of non-

payment of tax by the selling dealer, even if the selling dealer deposited

the unpaid tax later along with interest. Therefore, in respect of matters

governed by the statutory framework prior to the amendment of Rule 37

w.e.f. 01.10.2022 and the introduction of Rule 37A of the CGST Rules

w.e.f. 26.12.2022, the purchasing dealer did not have the benefit of the

specific re-availment mechanism subsequently incorporated in Rule 37A.

This assumes significance in cases where reversal is sought, on account

of  a  subsequent  default  by  the  selling  dealer,  despite  the  purchasing

dealer having paid the tax component to the selling dealer, possessed the
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requisite  tax invoice  and actually received the goods or  services.  The

purchasing dealer also had no corresponding statutory mechanism under

the  ITC framework for  immediate  re-availment  of  the  reversed  credit

upon subsequent payment by the selling dealer.

98.  Having elaborately examined the GST scheme, we are of the

view that Section 16(2)(c) of the Act of 2017 does not suffer from any

constitutional infirmity warranting its  invalidation,  though, as we shall

presently indicate,  it  cannot  be  construed and applied as  a  standalone

provision. The condition that the tax charged in respect of a supply must

have been actually paid to the Government is not a condition extraneous

to the concept of ITC, it constitutes its very foundation. The Statement of

Objects  and  Reasons  of  the  Act  of  2017  itself  contemplates  the

availability of ITC in respect of taxes paid, and the credit of input tax,

being a  statutory  concession,  is  available  only  upon fulfilment  of  the

conditions subject to which it is conferred. The competence of Parliament

to prescribe such a condition is not in question, nor have the petitioners

seriously contended that such a condition, in the abstract, falls outside the

wide latitude which the legislature enjoys in matters of fiscal policy. As

already noticed in paragraph 91 hereinabove, the challenge to the vires is,

at best, feeble, and the real grievance of the petitioners is directed against

the manner in which the provision is being invoked. The vice complained

of,  namely,  that  the  purchasing  dealer  is  called  upon  to  perform  an

impossible act, does not inhere in the text of Section 16(2)(c). It arises

when the provision is torn out of the statutory scheme of which it is an

integral  part  and  is  applied  in  a  routine  and  mechanical  manner,  as

noticed  in  paragraphs  88  and  89  hereinabove.  The  possibility  of  a
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provision being applied improperly or arbitrarily in individual cases is not

a ground to invalidate the provision itself. The remedy lies in ensuring

that the power is exercised in the manner, and subject to the safeguards,

which the statute contemplates. We are also conscious that the Gujarat

High Court in  Maruti Enterprises (supra) has upheld the constitutional

validity of Section 16(2)(c) of the Act of 2017, and the Special Leave

Petition against the said judgment has been dismissed by the Supreme

Court in  Bhandari Scrap Traders (supra), with the observation that no

parity can be drawn between the provisions of the Delhi Value Added Tax

Act, 2004 and the Act of 2017 so as to treat a purchasing dealer under the

latter on par with a bona fide purchasing dealer under the former. Judicial

discipline, therefore, also counsels us against reading down the provision

on the lines of Gheru Lal Bal Chand (supra) and On Quest (supra), so as

to confine its operation only to cases of fraud, collusion or non-existent

transactions.  The challenge to the  vires of  Section 16(2)(c),  read with

Section 155 of the Act of 2017, is accordingly repelled.

99.  Upholding the validity of the provision, however, does not

conclude the matter. Section 16(2)(c) read with Section 155 of the Act of

2017  cannot  be  construed  as  a  standalone  provision,  so  as  to

mechanically saddle liability on the purchasing dealer to reverse ITC on

the  failure  of  the  selling  dealer  to  deposit  tax  with  the  Government,

without the proper officer first examining, after affording due opportunity

of hearing to the purchasing dealer, the circumstances in which the selling

dealer has failed to deposit the tax, the genuineness of the transaction,

and the statutory mechanism available for recovery of such tax in the

relevant period. The existence of the remedy against the selling dealer,
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including under Section 76 of the Act of 2017, is a relevant part of the

statutory scheme which cannot be rendered toothless. At the same time,

where  the  transaction itself  is  found to  involve collusion or  fraud,  or

where there has been no actual receipt of goods or services, or where the

purchasing dealer otherwise fails to establish its entitlement to ITC, the

consequences  contemplated  in  Section  16(2)(c)  would  follow  in

accordance with law. Section 16(2)(c) opens with the words “subject to

the provisions of section 41” and operates within a scheme which, as it

has evolved, also comprises clauses (aa) and (ba) of Section 16(2), the

substituted Section 41 and the proviso to sub-section (2) thereof, Sections

73, 74, 75(12), 76 and 79, Section 155, and Rules 36, 37A and 88C of the

CGST Rules. A provision forming part of an integrated statutory scheme

has to be construed and applied in harmony with the other parts of that

scheme, so that each is given effect and none is rendered otiose.  The

Gujarat  High Court  in  Maruti  Enterprises  (supra)  itself  sustained the

provision on the premise that the purchasing dealer is not left remediless,

inasmuch as the revenue is empowered to proceed against the defaulting

supplier  and  the  credit  stands  restored  upon  payment  of  tax  by  the

supplier,  and it  expressed the  expectation  that  the Government  would

address the issue of genuine purchasers at the earliest. That premise can

hold good only if  Section 16(2)(c)  is  invoked with due regard to that

mechanism.  Likewise,  it  is  the  revenue’s  own  case,  as  noticed  in

paragraph 56 hereinabove, that the burden under Section 155 is placed

upon  the  claimant  once  the  Department,  upon  verification  of  returns,

invoices,  e-way bills,  vehicle  movement  records,  banking  transactions

and statements recorded during investigation, forms a prima facie opinion
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of  fraudulent  or  ineligible  availment  of  ITC.  The  cases  before  us,

however, demonstrate that the provision is being invoked  de hors these

safeguards. It is, therefore, necessary to lay down guidelines governing

the invocation of Section 16(2)(c) by the proper officers of the Central

Government, the States of Punjab and Haryana, and the Union Territory

of Chandigarh. These guidelines do not dilute or add to the conditions

contained  in  Section  16(2).  They  only  ensure  that  the  conditions  are

enforced in the manner the statute itself contemplates.

100.  Before setting out the guidelines, we may notice two recent

pronouncements of the Supreme Court bearing upon the invocation of the

extended period of limitation under Section 74 of the Act of 2017, since a

considerable number of the notices impugned before us have been issued

under that provision. In M/s G.R. Infra Projects Limited Ratlam v. State

of  Madhya Pradesh and others, 2025:MPHC-IND:31486,  decided  on

19.08.2026, the Supreme Court declined to look into the counter affidavit

filed by the State to sustain a notice issued under Section 74 and held as

under:-

“5. We refused to look at the counter affidavit on the trite

principle that when an authority has issued a notice or an

order,  the  requirements  to  make  the  notice  or  order  valid

should be contained in such notice or order and cannot be

supplanted by a counter affidavit in Court, where the notice

or  order  is  alleged  to  be  invalid  for  reason  to  non-

application of mind, the requirements having not met and so

on and so forth.

*****
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10. A bare reading of the notice would indicate that but for a

bland statement of ‘fraud or concealment of facts’ nothing is

stated as to how fraud was inferred or concealment of facts

were detected. In fact, the ‘or’ employed indicates that even

the assessing officer was not sure that the assessment was

proceeded  by  reason  of  fraud  or  on  the  ground  of

concealment of facts. What is required for the extended time

to be applied are the allegations, which lead to the inference

of a fraud or the concealment as attempted by the assessee

resulting in suppression of  facts,  should emanate from the

notice  itself.  It  cannot  be  a  mechanical  use  of  the  words

‘fraud, willful misstatement or suppression of facts’ without

listing out the aspects which persuades the assessing officer

to  conclude  that  there  has  been  employed  either  of  these

surreptitious devices by the assessee.”

101.  The aforesaid principle has been reiterated by the Supreme

Court  in  M/s Tata Steel  Limited v.  Union of India and others,  2026

INSC 920  (Civil  Appeal  arising  out  of  SLP (C)  No.16859  of  2026,

decided on 25.08.2026), in the following terms:-

“11.  At  the  outset  we have to notice  that  the proceedings

under Section 73/74 can be initiated only on the satisfaction

of the Assessing Officer. Even if observations/objections are

made  on  audit,  the  Assessing  Officer  should  enter  his

satisfaction  before  a  notice  is  issued.  Insofar  as  a  notice

under  Section  74,  the  satisfaction  should  be  not  only  of

mismatch of ITC and short payment of tax having occurred,

as is alleged in this case, the Officer should be satisfied that

either fraud/willful misrepresentation/suppression had led to

such mismatch or short payment of tax.

*****
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14. It is not mere lip service to the provisions that is intended

when  an  extended  limitation  period  is  provided  for

recovering  an  excess  benefit  availed,  short  payment  or

excess  refund,  from  the  assessee,  especially  when  the

allegation is of fraud/willful misrepresentation/suppression.

The foundational facts which led to the inference arrived at

of  fraud/willful  misrepresentation/suppression  should  be

evident from the notice itself. The mere employment of such

words will not indicate an application of mind, upon which

alone the satisfaction can be arrived at. The words are not to

be  mechanically  recited  in  the  notice  to  enable  recovery

outside the normal limitation provided under the statute”

102.  The  principle  that  emerges  is  that  where  the  Department

seeks to invoke Section 74 of the Act of 2017 against a purchasing dealer,

the  foundational  facts  leading  to  the  inference  of  fraud,  willful

misstatement  or  suppression  of  facts  on  the  part  of  the  noticee  must

emanate from the notice itself, and the deficiency cannot be made good

subsequently by way of an affidavit before the Court. The fraud of the

selling dealer  does  not,  by itself,  become the fraud of  the  purchasing

dealer,  unless  the notice  discloses the facts  connecting the  purchasing

dealer with such fraud.

103.  In the light of the aforesaid discussion, we hold that Section

16(2)(c) of the Act of 2017 shall be read and invoked in consonance with

the statutory scheme, in accordance with the following guidelines:-

(i) Section  16(2)(c)  shall  not  be  invoked  against  a  purchasing

dealer  in  a  routine  or  mechanical  manner.  The  subsequent

cancellation,  including  retrospective  cancellation,  of  the

registration of the selling dealer; the reflection of ‘nil’ or short

JitendraChopra
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tax liability in the return of the selling dealer; or the receipt of

an alert or intimation from some source or complaint etc., may

furnish a legitimate starting point for an inquiry, but shall not,

by themselves, constitute the basis for denial or reversal of ITC

availed by the purchasing dealer.

(ii) Before  issuing  a  show  cause  notice  to  a  purchasing  dealer

founded upon Section 16(2)(c), the proper officer shall apply

his mind to the material available and record his satisfaction as

to factors such as: (a) the particulars of the selling dealer, the

invoices, the tax periods and the amount of ITC involved; (b)

the precise nature of the default, i.e., whether the tax charged

has  not  been  paid  at  all,  has  been  short  paid,  or  has  been

discharged  through  utilisation  of  ITC  which  is  itself

inadmissible; (c) the circumstances in which the selling dealer

has failed to deposit the tax; and (d) the proceedings, if any,

initiated  against  the  selling  dealer  for  recovery  of  such  tax,

including under Sections 73, 74, 75(12) read with Section 79,

or Section 76 of the Act of 2017, and the status thereof.

(iii) Investigation leading to issuance of Show Cause Notice should

be  carried  out  in  order  to  establish  some  direct  link  of  the

petitioner with the suppliers in order to satisfy the violation of

conditions mentioned in Section 16 (2).

(iv) The show cause notice shall disclose the aforesaid particulars,

the material on which the proposed denial or reversal of ITC is

founded,  the  details  of  the  supplier(s)  from  whom  ITC  is

alleged to have been wrongly availed, and the manner in which
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it  is  alleged  to  have  been  wrongly  availed.  The  documents

relied  upon,  such  as  alert  notices,  inspection  reports,

panchnamas, statements recorded during investigation, and e-

way bill,  vehicle registration, toll  and banking data,  shall  be

supplied  to  the  noticee,  subject  to  any  privilege  lawfully

claimed.

(v) Where  Section  74 of  the  Act  of  2017 (or,  for  the period to

which it applies, Section 74A on the ground of fraud, wilful

misstatement  or  suppression  of  facts)  is  invoked,  the  notice

shall  itself  contain  the  foundational  facts  from  which  the

inference of fraud, wilful misstatement or suppression of facts

on the  part  of  the  noticee  is  drawn,  in  terms of  G.R.  Infra

Projects (supra) and  Tata Steel  (supra). A bald or mechanical

recital of these expressions shall not suffice, and the deficiency

cannot  be  supplied  by  a  counter  affidavit  or  by  subsequent

explanation.  The  fraud  of  the  selling  dealer  shall  not  be

attributed to the purchasing dealer unless the notice discloses

the facts connecting the purchasing dealer with such fraud.

(vi) The burden under Section 155 of the Act of 2017 lies upon the

purchasing  dealer  to  establish  its  eligibility  to  ITC.  The

purchasing  dealer  may  discharge  the  burden  by  producing

material such as the tax invoice; proof of receipt of goods or

services, including e-way bills, transport receipts, weighbridge

slips  and  stock  and  consumption  records  etc..  The  proper

officer shall consider such material and deal with it in the order.
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(vii) Where the denial  of  ITC is  premised upon the retrospective

cancellation of the registration of the selling dealer, the proper

officer shall examine the grounds on which, and the date from

which, the registration has been cancelled,  and whether such

grounds have any bearing on the genuineness of the particular

supply made to the purchasing dealer. 

(viii)The existence of the statutory remedy against the selling dealer

is a relevant consideration which cannot be rendered toothless.

The proper officer shall ascertain and record the status of the

proceedings against  the selling dealer  and,  where  the selling

dealer falls within the jurisdiction of another authority, whether

Central  or  State,  shall  communicate  with  the  jurisdictional

officer concerned. Where tax in respect of the same supply has

been recovered from, or deposited by, the selling dealer, that

fact  shall  be  taken into  account  so  that  the  same tax is  not

realised twice,  and the purchasing dealer  shall  be entitled to

avail or re-avail the credit to the extent permissible under the

proviso to Section 41(2) of the Act of 2017 and Rule 37A of the

CGST Rules, subject to Section 17(5)(i) of the Act of 2017, the

applicability of which shall be examined on the facts of each

case.

(ix) The proper  officer  shall  apply  the  statutory framework as  it

stood during the tax period in question,  bearing in mind the

distinct phases of the scheme, namely, (a) the period prior to

01.10.2022,  when  the  original  Section  41  was  in  force  and

Sections 42 and 43,  though on the statute book, were  never
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operationalised, and when no mechanism for re-availment of

reversed credit existed; (b) the period from 01.10.2022, when

Section 41 was substituted, Sections 42 and 43 were omitted

and clause (ba) was inserted in Section 16(2); and (c) the period

from 26.12.2022, when Rule 37A was inserted in the CGST

Rules.  A  condition  or  mechanism  introduced  by  a  later

amendment, including clause (aa) of Section 16(2) with effect

from 01.01.2022, shall not be applied to a period prior to its

coming into force. In respect of the period prior to 26.12.2022,

the  absence  of  a  re-availment  mechanism shall  be  borne  in

mind while determining the consequence of the default of the

selling dealer.

(x) The registration of a purchasing dealer shall not be cancelled,

much less with retrospective effect,  merely because ITC has

been availed on purchases made from a selling dealer whose

registration  has  subsequently  been  cancelled,  without

independent satisfaction as to the existence of a ground under

Section  29(2)  of  the  Act  of  2017  and  compliance  with  the

procedure prescribed therefor.

(xi) An opportunity of personal hearing shall be afforded in terms

of Section 75(4) of the Act of 2017. Where the statements of

third persons are relied upon and the noticee seeks their cross-

examination, the request shall be considered and decided by a

reasoned order, having regard to whether such statements form

the basis of the proposed action.
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(xii) The order shall set out the relevant facts and the basis of the

decision, as mandated by Section 75(6) of the Act of 2017, deal

with the reply and the documents produced by the noticee, and

record a specific finding on each of the conditions of Section

16(2) which is in dispute. Where Section 74 has been invoked,

the order shall also record a specific finding as to the fraud,

willful misstatement or suppression of facts attributable to the

noticee.

(xiii)The fact that the purchasing dealer has deposited an amount

during the course of investigation, whether through Form GST

DRC-03 or  otherwise,  shall  not,  by  itself,  dispense with the

requirement  of  the  show  cause  notice  disclosing  the

foundational facts. The character of such deposit and its effect

shall be determined by the proper officer on the facts of each

case.

(xiv)The aforesaid guidelines shall govern all proceedings pending

before  the  proper  officers  as  well  as  proceedings  initiated

hereafter.

104.  We are also of the view that a number of suggestions placed

before us, merit consideration at the appropriate level. These include the

display of an immediate alert on the common portal upon initiation of

proceedings  for  cancellation  of  the  registration  of  a  supplier;  a

technology-driven  mechanism  enabling  real-time  verification  by  the

recipient of the payment of tax by the supplier against specific invoices;

alerts to the recipients where a supplier defaults in complying with Rule

86B of the CGST Rules; random physical verification of registrations at
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the  threshold,  coupled  with  biometric  and  PAN/Aadhaar  based

authentication; and the notification of supplies such as scrap from the

unorganised  sector  under  the  reverse  charge  mechanism.  These  are

matters  of  policy within the  domain of  the  Government and the  GST

Council, and we refrain from issuing any mandamus in that regard. We,

however,  commend  them  for  consideration,  echoing  the  expectation

expressed  by  the  Gujarat  High  Court  in  paragraph  89  of  Maruti

Enterprises (supra)  that  the  Government  would  address  the  issue  of

genuine purchasers at the earliest.

105. Coming  to  the  individual  cases,  we  have,  as  noticed  in

paragraph  4  hereinabove,  refrained  from examining  the  facts  of  each

case. The impugned show cause notices and orders have been issued or

passed without the benefit of the guidelines laid down hereinabove, and

many of them appear to have been founded solely upon the default or the

retrospective cancellation of the registration of the selling dealer. At the

same time, the revenue has asserted that in several cases the transactions

are  not  genuine,  and  that  assertion  cannot  be  rejected  without  an

examination of the facts, which is best undertaken by the proper officer.

Balancing these considerations, we deem it appropriate to dispose of the

writ petitions with the following directions:-

(i) Where the proceedings are at the stage of show cause notice,

the  Petitioners  shall  be  at  liberty  to  file  a  reply  or

supplementary reply, along with supporting materials, within

a period of eight  weeks.  The proper officer  shall  thereafter

decide the matter by passing a reasoned and speaking order,
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after granting an opportunity of hearing, keeping in view the

guidelines laid down hereinabove. 

(ii) Where the show cause notice does not disclose the particulars

or  the  material  contemplated  by  the  aforementioned

guidelines,  the  proper  officer  shall  supply  the  same  to  the

noticee. 

(iii) Where  any  supplementary  notice  or  corrigendum is  issued

introducing  a  new ground  or  provision  other  than  the  one

originally invoked, the noticee shall be at liberty to raise any

objection in that regard, which shall be decided in the fresh

order.

(iv)  In cases where orders have been passed by the adjudicating

authority, the proper officer shall re-visit the matter in the light

of the guidelines set  out in this judgment,  after  affording an

opportunity of personal hearing, and shall pass a fresh reasoned

order  in  accordance  with  law.  While  undertaking  such  an

exercise, the proper officer may issue a supplementary notice or

corrigendum  along  with  the  particulars  or  the  material

contemplated  by  the  aforementioned  guidelines  and  shall

provide a proper opportunity to  the petitioner(s)  to file  their

Reply.

(v) It is clarified that the orders impugned in the present petitions

are not being interfered with. However, they shall abide by the

fresh orders that shall be passed in pursuance to this judgment.

(vi) Any amount  deposited by or recovered from the petitioners,

including by way of reversal of ITC or debit to the electronic
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credit or cash ledger, shall also abide by the fresh decision of

the proper officer and shall be adjusted or refunded, along with

interest  as  admissible,  in  accordance  with  law,  wherever

warranted.

(vii) No fresh coercive action regarding recovery etc., shall be taken

against  the petitioners pursuant  to the impugned show cause

notices or orders till the decision of the proper officer, in light

of the above observations.

(viii)All pleas on merits,  including those on fact and law are left

open.

 (ix) We make it clear that nothing in this judgment shall preclude

the Department from proceeding against the defaulting selling

dealers, in accordance with law.

106.  The writ petitions stand disposed of in the above terms.

107.  All  pending miscellaneous application(s), if any, shall also

stand disposed of. 

[ASHWANI KUMAR MISHRA]

          CHIEF JUSTICE

         [ROHIT KAPOOR]

          JUDGE
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