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Order in brief - 1. The Revenue Department filed an appeal against the Order-in-Appeal dated
04.09.2025 in the case of M/s Jay Jay Bricks, whereby the First Appellate Authority had quashed the
penalty of Rs.1,33,548 and fine of Rs.1,33,547.88 imposed under Sections 122 and 130 of the
CGST/UPGST Act, 2017. The dispute arose from an SIB inspection dated 16.04.2025, during which
5,66,500 bricks valued at Rs. 22,25,798 were found at the taxpayer&amp;#039;s premises. Since the
taxpayer failed to produce stock registers and books of accounts at the time of inspection, the
department treated the stock as unaccounted and initiated confiscation proceedings under Section 130.
The Tribunal observed that: 1. Non-maintenance of Records: The absence of stock registers and books
of accounts during inspection could attract Section 130(1)(ii), which does not specifically require
proof of intent to evade tax. 2. Failure of Appellate Authority: The First Appellate Authority failed to
properly verify the taxpayer&amp;#039;s books of accounts and reconcile the unaccounted stock
before deleting the entire demand. 3. Judicial Precedents: The judgments relied upon by the taxpayer
were held to be distinguishable on facts and could not be applied mechanically. Final Decision: The
Tribunal set aside the Order-in-Appeal dated 04.09.2025 and remanded the matter to the First
Appellate Authority for fresh adjudication on merits, after proper examination of the records and
applicability of Section 130(1)(ii) of the CGST/UPGST Act, 2017.
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The impugned Order-in-Appeal dated 04.09.2025 is set aside. The matter is
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(Appeals)) for a fresh, adjudication on merits in accordance with the
observations contained hereinabove.
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ORDER

1. This present Appeal has been preferred by the Revenue (hereinafter referred to as the

"Appellant") under Section 112(3) of the Central Goods and Services Tax Act, 2017 read with

the corresponding provisions of the Uttar Pradesh Goods and Services Tax Act, 2017

(hereinafter referred to as the "Act" / "Rules"). The Revenue assails the legality, propriety,

and correctness of the Order-in-Appeal No. GST-294/2025 dated 04.09.2025 passed by the

First Appellate Authority (Additional Commissioner, Grade-2 (Appeal) First, State Tax,

Lucknow), arising out of the dynamic search and seizure proceedings initiated against the

taxpayer.

APPELLATE TRIBU
Cm

2. The First Appellate Authority had allowed the appeal of M/s Jay Jay Bricks

(hereinafter referred to as the "Respondent") and completely quashed the penalty of

₹1,33,548.00 and fine of ₹1,33,547.88, aggregating to ₹2,67,096.00, which was originally

generated by the Adjudicating Authority via Form GST DRC-07 under Section 130 read with

Section 122 of the Act on 18.06.2025.अपीलीय अ

3. BRIEF FACTS OF THE CASE

3.1. The Respondent, M/s Jay Jay Bricks, is a registered partnership firm engaged in the

manufacturing and retail sale of clay bricks. The firm holds a valid registration under GSTIN

09AAFFJ5853M1ZS, with its principal place of business located at Kurria Shahabad Road,

Hardoi, Uttar Pradesh, 241001.

3.2 The SIB Unit, Range-A, Lucknow, conducted a physical inspection and search on

16.04.2025 at the manufacturing site of the-firm under the powers conferred by Section 67 of
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the Act. During the on-site verification, the officers performed a physical count of the finished

bricks stacked inside the kiln chambers and calculated a total inventory of 5,66,500 units. The

market value of this physical stock was evaluated at 22,25,798/-. The inventory breakdown

was recorded as follows:

First-Class Bricks (अवल ईट): 2,32,500 units valued at ₹4,900/- per thousand.

Second-Class Bricks (दोयम ईट): 1,27,000 units valued at ₹4,000/- per thousand.

Yellow Bricks (पीली ईट): 1,18,000 units valued at ₹1,886/- per thousand.

Kharanja Bricks (खड़ंजा ईट): 89,000 units valued at ₹4,000/- per thousand.

3.3. During the search operations, the firm's manager, Shri Vivresh, was present. When

TR
requested by the SIB officers to show the stock register and updating books of accounts to

reconcile the physical inventory, the manager stated his inability to do so. He explained that

the principal accountant was on a temporary three-day leave and the managing partners were

out of station to attend a family ceremonial function.

3.4. Веcause no account books or production logs could be instantly scrutinized on the spot,

the SIB unit treated the entire stock as unrecorded and undeclared. They issued a dynamic

seizure order in Form GST INS-02 on the same day, freezing the stock.

3.5 Show Cause Notice dated 02.05.2025 under Section 130 was issued to the taxpayer via

Form GST DRC-01 (Reference No. ZD090525011093P), alleging failure to keep and maintain

statutory books of accounts at the business premises under Section 35 read with Rule 56. The

taxpayer submitted a preliminary reply stating that all raw materials and brick stocks were

legitimately accounted for through invoices and bank records, which would be produced as

soon as the accountant returned.

3.6. The Adjudicating Authority proceeded to decide the matter ex-parte on 18.06.2025.

He rejected the taxpayer's explanations, concluded that the firm was operating completelyA
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outside the statutory tax net to execute clandestine outward supplies, and issu
ed a Demand

Order via Form GST DRC-07 (Order No. ZD0906251429028). The total confirmed liability

was calculated at ₹2,67,096/-, comprising Penalty (Section 122):
 *66,773.94 under Central

Таx (CGST) + *66,773.94 under State Tax (SGST) and Fine in Lieu of Confiscation (Section

130(2)): 1,33,547.88 levied under State Tax (SGST).

3.7 Aggrieved by the adjudication order, the taxpayer preferred an appeal under Section

107. The First Appellate Authority, through its judgment dated 04.09.2025, completely

quashed the entire demand and deleted all liabilities. The authority ruled that the department

failed to prove a deliberate "intent to evade tax," which is an essential prerequisite for

invoking Section 130. It held that the correct course of action for the department was to

evaluate the stock discrepancy under Section 73 or Section 74 by virtue of Section 35(6).

The Revenue has filed the present appeal against this decision.

U
N
A
L

4. Grounds of Appeal (Submissions by the Appellant-Department)

4.1. The department submitted that the Respondent, M/S Jay Jay Bricks, is formally

registered with the State Tax Department under the jurisdiction of Sector-2, Hardoi, holding a

valid GSTIN 09AAFFJ5853M1ZS. According to the mandatory registration data maintained

on the common GST portal, the respondent had explicitly designated their Principal Place of

Business at Kurria Shahabad Road Hardoi, Hardoi, Uttar Pradesh, 241001. By establishing this

factual baseline, the department seeks to legally bind the taxpayer to all statutory compliance

requirements and record-keeping rules that govern a declared business location under the GST

framework.

4.2. The department submitted that the physical Search and Survey operations executed by

the Special Investigation Branch (SIB) Unit, Range-A, Lucknow on April 10, 2025, were

conducted at an entirely undeclared place of business. The department's strict legal position is

that even if a site shares a general geographic description or parcel road with a registered
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address, the specific physical structures, manufacturing grounds, or storage zones active during

the raid had not been properly amended or added a
s an authorized place of business on the

official portal, rendering the operational site unmapped and unauthorized.

4.3. The department states that the entire physical stock of 5
,66,500 bricks valued at

₹22,25,798/- discovered on-site during the SIB inspection was compl
etely undeclared and

outside the state regulatory network. Furthermore, at the exact time and date of the survey,

absolutely no books of accounts, stock ledgers, inventory files, or manuf
acturing logs were

available or presented at the location. The department argues that storing commercial quantities

of stock while failing to maintain contemporaneous, verifiable record books directly on the

operational floor proves an intent to execute secret commercial operations outside of standard

AP
PE
L

oversight.

TRIBUN
4.4. The department alleges that the respondent systematically manipulated their financial

accounts post-survey by introducing retroactive purchase entries from both registered and

unregistered entities to artificially match the seized stock. The department highlights a severe

trade discrepancy, explicitly stating that brick products are not commercially sold or suppliedくわう

by unregistered persons to registered manufacturers in the manner claimed. They argue that

these external transactions were fabricated after the event because a casual, unregistered

supplier cannot logistically furnish the raw material inputs required for a mass-scale industrial

brick kiln operation.

4.5. The department directly charges that the production of business registers during later

adjudication stages was entirely a product of subsequent book manipulation and artificial

balancing adjustments by the respondent. The department completely rejects the taxpayer's

defense that records were simply unavailable on the day of the raid due to the accountant being

on leave. Instead, they maintain that the respondent actively rewrote, balanced, and backdated
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their inventory logs to mirror the exact break
down of Awwal, Doyam, Peeli, and Kharan

ja

bricks that the SIB officers had already cataloged and detained du
ring the raid.

4.6. The department argues that while standard tax shortfalls can be demanded or recovered

under the routine recovery mechanisms of Section 7 of the Act, a penal "Fine" cannot be legally

collected or enforced under those
 general provisions. The department's l

egal stance is that

ordinary assessment sections are desig
ned for straightforward errors or declaration

s, whereas

an active attempt to operate from unrecorded premises requires harsher enforcement measures.

Therefore, initiating proceedings strictly under Section 130 was fully justified to levy a heavy

fine in lieu of confiscation to penalize clandestine operations.

LATE

4.7. The department relies heavily on the literal statutory text of Section 130(1) of the GST

Act to solidify their case, stating that the respondent's actions directly t
riggered multiple penal

clauses of the law. Specifically, they contend that the respondent violated clause (i) 
by

supplying or receiving taxable goods in absolute contravention of the Act with a clear intent to

evade tax, as well as clause (ii) by failing to account for goods on which they are legally liable

to pay tax. The department claims that these combined statutory violations automatically make

the physical goods eligible for absolute state confiscation and attract a corresponding penalty

under Section 122.

4.8. The department argues that because the physical bricks met the legal criteria for

absolute confiscation, the enforcement provisions of Section 130(2) were automaticall
y

activated. This section mandates that the adjudicating officer must provide the owner an option

to pay a fine in lieu of losing their property altogether. The department defends the proper

officer's original demand consisting of a regular penalty alongside a matching fine equal to

100% of the tax payable stating that the calculation remained strictly within the market value

threshold of ₹22,25,798/- and complied with the minimum penalties prescribed by law.
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