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GST 

Important Judgments, Rulings of the week 

 

Penalty on partners under Section 122(1A) of the CGST Act upheld where complicity in fake invoicing and 

hawala-linked ITC fraud stands established 

The Hon’ble Gujarat High Court in Manoj Ramkishan Agrawal & Anr. v. Union of India & Anr. [R/Special Civil 
Application No. 7965 of 2026 dated June 17, 2026] dismissed the writ petition filed by the partners of a 
partnership firm challenging the Order-in-Original imposing penalties upon them under Section 122(1A) and 
Section 122(3) of the Central Goods and Services Tax Act, 2017 (“the CGST Act”), holding that the adjudicating 
authority has recorded detailed and categorical findings establishing the knowledge, consent and active 
participation of the partners in the generation of fake invoices and e-way bills without actual supply of goods, 
fraudulent availment of Input Tax Credit (“ITC”) and routing of funds through hawala channels. The Court held 
that any person who retains the benefit of the specified transactions and at whose instance such transactions 
are conducted is liable to penalty under Section 122(1A) of the CGST Act, and that factual issues, including the 
retrospective applicability of Section 122(1A) of the CGST Act, could be examined by the Appellate Authority 
under Section 107 of the CGST Act. 

Facts: 

Mr. Manoj Ramkishan Agrawal and Mr. Yash Goyal (“the Petitioners”) are partners of M/s. Maa Renuka 
Trading Company, Indore (“the Firm”). Acting upon specific intelligence, the Revenue Department (“the 
Respondent”) carried out search proceedings under Section 67(2) of the CGST Act at the registered place of 
business in relation to the generation of fake invoices and e-way bills without any actual supply of goods for 
the FY 2020-21 and FY 2021-22. A total of 23 persons/firms, including the Firm and its partners, were issued 
Show Cause Notices. 

During the course of the investigation, statements of various persons, including the Petitioners and the broker, 
were recorded, and panchnamas were drawn. Petitioner No. 2, in his statement, admitted that the e-way bills  
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were not correctly generated, as the vehicles concerned could not have covered the distances within the time 
reflected therein, and that one vehicle was shown to have been used by three different firms for 
transportation of goods. He further admitted that the Firm was receiving invoices of various Delhi-based firms 
through the broker, and that such firms had not made any genuine purchases and were merely engaged in 
paper transactions with the object of passing on ITC. 

The forensic examination of the mobile phone of Petitioner No. 1 and the WhatsApp chats exchanged with 
the broker revealed that amounts were transferred into the bank accounts of the parties as instructed by the 
broker, who would thereafter return the money in cash through angadia after deducting his commission. 
Petitioner No. 1, in his statement recorded under Section 70 of the CGST Act, admitted his active role in 
coordinating the transactions, including sending images of currency notes as coded signals for routing cash 
through hawala channels. 

The adjudicating authority, vide Order-in-Original dated January 30, 2026 (“the Impugned Order”), imposed 
penalties upon the Petitioners under Section 122(1A) and Section 122(3) of the CGST Act, recording categorical 
findings that the affairs of the Firm were conducted with the full knowledge and consent of both the partners. 

Aggrieved thereby, the Petitioners filed a writ petition contending that no specific finding establishing their 
liability under Section 122(1A) of the CGST Act was recorded, that the Impugned Order was passed in violation 
of the principles of natural justice without considering their reply dated May 15, 2025, and that separate 
penalties could not be imposed upon the partners when penalty had already been imposed upon the Firm. 
Reliance was placed on the judgment of the Hon’ble Supreme Court in M/s. Kranti Associates Pvt. Ltd. & Anr. 
v. Sh. Masood Ahmed Khan & Ors. [Civil Appeal No. 7472 of 2010 dated September 08, 2010] and the 
judgment of the Hon’ble Bombay High Court in Amit Manilal Haria & Ors. v. Joint Commissioner, CGST and 
Central Excise & Anr. [Writ Petition No. 5001 of 2025 dated February 25, 2026] questioning the retrospective 
applicability of Section 122(1A) of the CGST Act. 

Per contra, the Respondent contended that the Petitioners have an efficacious alternative remedy of appeal 
under Section 107 of the CGST Act, that the adjudicating authority had extensively considered all the relevant 
facts including the defence put forth by the Petitioners, that the Petitioners had admitted their involvement 
during the investigation, and that Section 122(1A) of the CGST Act was introduced with effect from January 
01, 2021 and was rightly invoked. Notably, the Petitioners, on instructions, opted to invite an order on merits 
instead of preferring an appeal under Section 107 of the CGST Act. 

Issue: 

Whether separate penalties under Section 122(1A) and Section 122(3) of the CGST Act can be imposed upon 
the partners of a partnership firm, where penalty has already been imposed upon the firm, when the 
adjudicating authority has recorded categorical findings establishing their complicity in the fraudulent 
availment of ITC through fake invoices and hawala transactions? 

Held: 

The Hon’ble Gujarat High Court in R/Special Civil Application No. 7965 of 2026 held as under: 
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• Observed that, the investigation revealed a large-scale fraud involving multiple entities, and the 
statements of the partners, the forensic examination of the mobile phones, the WhatsApp chats 
and other evidence establish that the invoices were procured through brokers, funds were routed 
through bank accounts and returned in cash after deduction of commission through hawala 
channels. 

• Noted that, the adjudicating authority has specifically analysed the complicity of each partner and 
recorded categorical findings that the affairs of the Firm were conducted with the full knowledge 
and consent of both its partners, and the findings delineate the entire modus operandi adopted by 
the Petitioners i.e. the creation of multiple fictitious suppliers, routing of invoices through a broker, 
circular movement of funds through hawala channels, generation of fake e-way bills, and continued 
availment of ITC despite knowledge of the cancellation of the registrations of the supplier firms, all 
with the object of availing ITC without actual payment of tax. 

• Noted that, a plain reading of Section 122(1A) of the CGST Act makes it evident that any person 
who retains the benefit of a transaction covered under clauses (i), (ii), (vii) or (ix) of sub-section (1) 
of Section 122 of the CGST Act, and at whose instance such transaction is conducted, is liable to a 
penalty equivalent to the tax evaded or the ITC availed of or passed on. 

• Held that, the findings recorded by the adjudicating authority unequivocally establish the 
complicity of the Petitioners in the generation of fake invoices and e-way bills without any actual 
supply of goods, as well as their involvement in hawala transactions, and the Impugned Order 
contains detailed findings based on the statements of the Petitioners themselves, documentary 
evidence and electronic records. Hence, there is no violation of the principles of natural justice or 
absence of reasons warranting interference under Article 226 of the Constitution of India. 

• Held that, the judgment in M/s. Kranti Associates Pvt. Ltd. (supra) will not even remotely apply to 
the present case, as the Impugned Order is not an unreasoned order, and the judgment in Amit 
Manilal Haria (supra) is distinguishable, since the present case involves a widespread network of 
numerous transactions by various entities defrauding the Revenue. All factual findings, including 
the retrospective applicability of Section 122(1A) of the CGST Act, could be examined by the 
Appellate Authority under Section 107 of the CGST Act. 

• Accordingly, declined to interfere with the Impugned Order and dismissed the writ petition. 

Our Comments: 

Section 122(1A) of the CGST Act was inserted vide Section 126 of the Finance Act, 2020 and was made effective 
from January 01, 2021 vide Notification No. 92/2020-Central Tax dated December 22, 2020. The provision 
travels beyond the “taxable person” covered under Section 122(1) of the CGST Act and fastens liability on “any 
person” who retains the benefit of the transactions specified in clauses (i) [supply without invoice], (ii) [invoice 
without supply], (vii) [availment of ITC without actual receipt of goods or services] or (ix) [availment or 
distribution of ITC in contravention of the Act] of Section 122(1) of the CGST Act, and at whose instance such  
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transactions are conducted, exposing such person to a penalty equivalent to the tax evaded or the ITC availed 
of or passed on. Further, Section 122(3) of the CGST Act penalises, inter alia, any person who aids or abets any 
of the offences specified in Section 122(1) of the CGST Act. 

The present ruling makes it clear that the twin conditions of Section 122(1A) of the CGST Act – retention of 
benefit and conduct of the transaction at the instance of such person – once established by categorical 
findings, would justify imposition of penalty on the partners in their individual capacity, notwithstanding that 
the partnership firm has separately been penalised. The judgment also reinforces the settled position that 
where detailed findings of fraud are recorded, writ courts would relegate the assessee to the statutory 
appellate remedy. In this regard, the Hon’ble Supreme Court in The Assistant Commissioner of State Tax & 
Ors. v. M/s. Commercial Steel Limited [Civil Appeal No. 5121 of 2021 dated September 03, 2021] held that a 
writ petition against an adjudication order can be entertained only in exceptional circumstances such as 
breach of fundamental rights, violation of the principles of natural justice, excess of jurisdiction, or a challenge 
to the vires of the statute. 

It is pertinent to note that the Hon’ble Bombay High Court in Shantanu Sanjay Hundekari v. Union of India & 
Ors. [Writ Petition (L) No. 30198 of 2023 dated March 28, 2024] quashed the penalty of approximately Rs. 
3,731 crores proposed under Section 122(1A) of the CGST Act on an employee of the company, holding that 
Section 122(1A) of the CGST Act can apply only to a person who is a taxable person and who has retained the 
benefit of the transaction, and cannot be mechanically invoked against employees who merely act on behalf 
of the company without retaining any benefit. Similarly, in Amit Manilal Haria (supra), the Hon’ble Bombay 
High Court has doubted the invocation of Section 122(1A) of the CGST Act for the period prior to January 01, 
2021, since the provision was brought into force prospectively. The Hon’ble Gujarat High Court, in the present 
case, has consciously distinguished the said decision on facts and left the question of retrospective 
applicability open for examination by the Appellate Authority. 

The decision, therefore, serves as a stern reminder that in cases of fake invoicing and circular trading, the 
personal exposure of partners, directors and key managerial persons under Section 122(1A) and Section 
122(3) of the CGST Act is real and substantial where the evidence, such as admissions under Section 70 of the 
CGST Act, forensic data and money trail, establishes their knowledge, consent and retention of benefit. 
Businesses must, therefore, ensure robust vendor due diligence, genuine movement of goods duly supported 
by transport documents, and contemporaneous records to substantiate the authenticity of transactions. 

CLICK HERE FOR OFFICIAL JUDGMENT COPY 

 

Typographical Error in the SCN Cannot Be a Shield for the Assessee Who Participated in the Proceedings 

Without Raising Any Objection 

The Hon’ble Gujarat High Court in the case of M/s Shivani Enterprise Proprietor Vibhor Shivkumar Vaid v. 
Union of India & Ors. [R/Special Civil Application No. 1251 of 2026 dated June 18, 2026] dismissed the writ 
petition challenging the Show Cause Notice and the consequent Order-in-Original imposing penalties for  
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alleged fraudulent availment of Input Tax Credit (“ITC”) from a non-existent supplier, thereby holding that a 
typographical error in the Show Cause Notice in mentioning the year of the Relied Upon Documents cannot 
be a ground to quash the proceedings, when the assessee was well aware that the said documents pertained 
to the actual period of investigation and had actively participated in the adjudication proceedings, filed replies 
and attended personal hearings without ever raising any such grievance. 

Facts: 

M/s Shivani Enterprise Proprietor Vibhor Shivkumar Vaid (“the Petitioner”) is engaged in the business of 
trading of scrap. Upon receipt of intelligence from the Central Goods and Services Tax authorities, Vadodara, 
regarding fraudulent availment of ITC by the Petitioner from M/s Ganpati Enterprises, a non-existent supplier, 
a physical verification of the declared premises of the Petitioner was conducted on December 09, 2020 under 
Section 67(1) of the Central Goods and Services Tax Act, 2017 (“the CGST Act”) and a panchnama of even date 
was drawn, wherein it was revealed that the principal place of business was merely an open space lacking any 
infrastructure. 

Thereafter, a Show Cause Notice dated February 29, 2024 in Form GST DRC-01 (“the Impugned SCN”) was 
issued to the Petitioner proposing imposition of penalties under Section 122(1)(vii), (xii), (xvi) and (xvii) of the 
CGST Act. The Petitioner filed a reply and was also granted an opportunity of personal hearing. Subsequently, 
the Order-in-Original dated August 30, 2025 (“the Impugned Order”) along with summary in Form GST DRC-
07 dated September 11, 2025 was served on the common portal of the Petitioner. 

The Petitioner filed a writ petition before the Hon’ble Gujarat High Court, inter alia, contending that only three 
pages of the Impugned SCN were supplied; that out of the six Relied Upon Documents (“RUDs”) mentioned 
at Table-5 of the Impugned SCN, the RUDs at Sr. Nos. 4 to 6 pertaining to the period October 2021 to December 
2021 were never furnished despite a specific request vide letter dated April 09, 2024, thereby violating the 
principles of natural justice. It was further contended that since the GST registration of the Petitioner was 
cancelled with effect from October 08, 2020 vide order dated January 16, 2021, there could not arise any 
question of RUDs of a subsequent period being relied upon in the Impugned SCN, and since the period in 
question was not specified, the Impugned SCN and the Impugned Order were liable to be quashed. 

On the contrary, the Revenue contended that the writ petition was not maintainable as the Petitioner had an 
alternative statutory remedy of appeal under Section 107 of the CGST Act; that the Impugned SCN was 
supplied by e-mail and a complete physical copy thereof was also duly dispatched to the declared address of 
the Petitioner; that the Petitioner participated in the proceedings and never raised the grievance of receipt of 
only three pages of the Impugned SCN in any reply or personal hearing; that the reference to the year 2021 in 
the list of RUDs was merely an inadvertent typographical error, whereas the period of investigation and the 
consequent demand actually related to October 2018 to November 2019, spanning the Financial Years 2018-
19 and 2019-20, of which the Petitioner was evidently aware; and that the RUDs, being the GST returns and 
e-way bills of the said period, were already available with the Petitioner and were extensively dealt with in 
the Impugned Order. 
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Issue: 

Whether the Show Cause Notice and the Order-in-Original imposing penalties for fraudulent availment of ITC 
are liable to be quashed on the ground of alleged non-supply of the RUDs and a typographical error in 
mentioning the year of the RUDs, when the assessee actively participated in the adjudication proceedings 
without raising any such objection? 

Held: 

The Hon’ble Gujarat High Court in R/Special Civil Application No. 1251 of 2026 held as under: 

• Observed that, the Petitioner has an alternative efficacious remedy of filing an appeal under 
Section 107 of the CGST Act, which is not denied; however, since the Petitioner invited an order on 
merits, the Court proceeded to examine the matter. 

• Noted that, after issuance of the Impugned SCN, the Petitioner was personally heard by the 
Department and had also filed replies during the course of the proceedings, and in none of the 
replies did the Petitioner allege that only three pages of the Impugned SCN were received. The said 
allegation was categorically denied by the Revenue in its affidavit-in-reply asserting that a complete 
physical copy of the Impugned SCN was duly dispatched to the declared address of the Petitioner. 
Such disputed factual issues fall within the domain of appreciation of facts, which can be 
undertaken by the Appellate Authority. 

• Noted that, the mention of the year 2021 in the list of RUDs in the Impugned SCN was an 
inadvertent typographical error, whereas the period of investigation and the subsequent demand 
related to October 2018 to November 2019, spanning the Financial Years 2018-19 and 2019-20, 
and the RUDs, being GSTR-3B, GSTR-2B, GSTR-1M and e-way bills for the said period, were already 
available with the Petitioner, were duly scrutinized and form part of the Impugned Order. 

• Observed that, the Petitioner, as an afterthought and after having participated in the proceedings, 
was trying to build a case on the typographical error by contending that since his registration was 
cancelled with effect from October 08, 2020, the RUDs of the period October 2021 to December 
2021 were incorrectly relied upon, whereas the Petitioner was well aware during the proceedings 
that the said RUDs pertained to the period prior to the cancellation of his registration. 

• Held that, the Petitioner was offered sufficient opportunity of hearing by the Adjudicating 
Authority and there was no violation of the principles of natural justice or any statutory provision. 
The Appellate Authority is competent to examine the facts and issues raised in the writ petition. 
Accordingly, the Court declined to exercise its extraordinary jurisdiction under Article 226 of the 
Constitution of India and rejected the writ petition. 
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Our Comments: 

Section 122(1) of the CGST Act enumerates the offences which attract penalty under the GST law. Clause (vii) 
thereof covers a person who takes or utilises ITC without actual receipt of goods or services or both, either 
fully or partially, in contravention of the provisions of the CGST Act or the rules made thereunder, while clauses 
(xii), (xvi) and (xvii), inter alia, cover furnishing of false information, failure to keep and maintain books of 
account and documents, and failure to furnish information or documents called for by an officer or furnishing 
false information or documents during any proceedings. Further, Section 107 of the CGST Act provides an 
efficacious statutory remedy of appeal to the Appellate Authority against any decision or order passed by an 
adjudicating authority. 

The present ruling reiterates the settled position that the extraordinary writ jurisdiction under Article 226 of 
the Constitution of India is not to be exercised when an efficacious alternative remedy is available, save in 
exceptional circumstances. The Hon’ble Supreme Court in Assistant Commissioner of State Tax v. Commercial 
Steel Ltd. [Civil Appeal No. 5121 of 2021 dated September 03, 2021] held that a writ petition against an order 
under the GST law can be entertained only in exceptional situations such as breach of fundamental rights, 
violation of the principles of natural justice, excess of jurisdiction, or a challenge to the vires of the statute. 
Similarly, in Radha Krishan Industries v. State of Himachal Pradesh [Civil Appeal No. 1155 of 2021 dated April 
20, 2021], the Hon’ble Supreme Court culled out the principles governing the exercise of writ jurisdiction 
where a statutory alternative remedy exists. 

Equally significant is the Court’s approach on the plea of violation of natural justice. The Hon’ble Supreme 
Court in State of U.P. v. Sudhir Kumar Singh [Civil Appeal No. 3498 of 2020 dated October 16, 2020] laid 
down that a breach of natural justice must be tested on the touchstone of real prejudice, and that natural 
justice cannot be reduced to a mere mantra to be invoked mechanically. Applying the same reasoning, the 
Hon’ble Gujarat High Court found that the assessee, who possessed the relevant GST returns and e-way bills 
of the actual period of investigation and had contested the proceedings on merits, suffered no prejudice on 
account of a mere clerical slip in mentioning the year of the RUDs. Conduct of the assessee is thus a decisive 
factor – an objection regarding incomplete service of the notice or non-supply of documents, raised for the 
first time in writ proceedings after full participation in adjudication, is liable to be treated as an afterthought. 

At the same time, it is pertinent to note that where the non-supply of relied upon documents genuinely 
disables the noticee from putting forth an effective defence, Courts have consistently held such non-supply to 
be fatal to the proceedings. The Hon’ble Supreme Court in Kothari Filaments v. Commissioner of Customs 
(Port), Kolkata [(2009) 2 SCC 192] held that an order passed in reliance upon documents not supplied to the 
noticee violates the principles of natural justice, and in T. Takano v. Securities and Exchange Board of India 
[Civil Appeal No. 487-488 of 2022 dated February 18, 2022], it was held that disclosure of material relevant 
to the proceedings is a component of a reasonable opportunity of being heard. The dividing line, therefore, 
lies in demonstrable prejudice – a taxpayer who is genuinely denied the RUDs must promptly and specifically 
raise the grievance before the adjudicating authority itself, for silence during adjudication followed by a 
belated challenge in writ jurisdiction is unlikely to find favour with the Courts. 

 

mailto:info@a2ztaxcorp.com


 

                                                                                                                                                                                                              Page 9 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

This decision serves as a cautionary precedent for taxpayers to diligently raise all procedural objections, 
including those relating to service of notice and supply of RUDs, at the earliest stage of adjudication, and to 
pursue the statutory appellate remedy under Section 107 of the CGST Act for factual disputes, rather than 
invoking the writ jurisdiction of the High Court. 

Relevant Provisions: 

Section 122(1)(vii) of the CGST Act: 

“122. Penalty for certain offences.— 

(1) Where a taxable person who– … 

(vii) takes or utilises input tax credit without actual receipt of goods or services or both either fully or partially, 
in contravention of the provisions of this Act or the rules made thereunder; …” 

Section 107(1) of the CGST Act: 

“107. Appeals to Appellate Authority.— 

(1) Any person aggrieved by any decision or order passed under this Act or the State Goods and Services Tax 
Act or the Union Territory Goods and Services Tax Act by an adjudicating authority may appeal to such 
Appellate Authority as may be prescribed within three months from the date on which the said decision or 
order is communicated to such person.” 

CLICK HERE FOR OFFICIAL JUDGMENT COPY 

 

IGST Paid Under a Wrong Head to be Adjusted Against CGST/SGST Liability Before Any Recovery of Tax 

Interest or Penalty 

The Hon’ble Karnataka High Court in M/s. GR Tech Services Pvt. Ltd. v. Assistant Commissioner of Commercial 
Taxes (Audit) & Ors. [Writ Petition No. 15670 of 2026 (T-RES) dated June 03, 2026] allowed the writ petition 
in part, thereby quashing the Adjudication Order, the Order-in-Appeal, and the consequential demand issued 
in Form GST DRC-13, and held that where an assessee has inadvertently discharged IGST on supplies which 
were subsequently held to be intra-State supplies, the tax paid under the wrong head ought to be adjusted 
against the liability arising under the correct head in terms of Section 77(2) of the Central Goods and Services 
Tax Act, 2017 (“the CGST Act”) read with Rule 92 of the Central Goods and Services Tax Rules, 2017 (“the CGST 
Rules”), and the assessee cannot be fastened with the liability to pay either tax or interest or penalty. 
Accordingly, the matter was remanded back to the original authority for passing a fresh order. 
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Facts: 

M/s. GR Tech Services Pvt. Ltd. (“the Petitioner”) entered into transactions with M/s. Larsen and Toubro 
Limited, which has its units both at Bengaluru and Chennai, during the tax period 2019-20. For the initial 
months, the Petitioner raised invoices on its vendor’s unit at Chennai treating the supplies as inter-State 
supplies and accordingly discharged IGST thereon. However, upon realizing that the invoices had to be raised 
on the vendor’s unit at Bengaluru, the supplies being intra-State in nature, the Petitioner filed its returns 
accordingly offering CGST/SGST liability. 

During the course of audit, the Revenue Department (“the Respondent”) raised an observation that the 
Petitioner had wrongly remitted tax under the IGST head and that the Petitioner had no choice except to first 
pay the tax under the correct head i.e., CGST/SGST, and thereafter claim refund of the tax paid under the 
wrong head, which could be considered in terms of Section 77(1) of the CGST Act. The proceedings pursuant 
to the Show Cause Notice were closed based on the audit observation and an Adjudication Order dated July 
30, 2024 (“the Impugned Order”) was passed under Section 73(9) of the CGST Act. The appeal filed against 
the Impugned Order was dismissed on the ground of limitation vide Order-in-Appeal dated June 24, 2025, 
culminating in a demand issued in Form GST DRC-13 dated May 06, 2026. Further, the Petitioner’s application 
seeking refund of the IGST was also rejected on the ground that the refund request was made before the 
CGST/SGST authorities, whereas the IGST was offered on the basis of invoices raised for inter-State 
transactions. 

Aggrieved thereby, the Petitioner filed a writ petition contending that in view of Section 77(2) of the CGST Act 
read with Rule 92 of the CGST Rules, the tax already paid under the wrong head ought to have been adjusted 
against the liability under the correct head, without levy of any tax, interest, or penalty. In support thereof, 
reliance was placed on the judgment of the Hon’ble Kerala High Court in Saji S., Proprietor, Adithya and 
Ambadi Traders v. The Commissioner, State GST Department, Thiruvananthapuram & Ors. [WP(C) No. 35868 
of 2018 dated November 12, 2018]. 

Issue: 

Whether IGST paid on supplies initially treated as inter-State but subsequently held to be intra-State can be 
adjusted against the CGST/SGST liability without requiring the assessee to first pay the tax under the correct 
head along with interest and penalty? 

Held: 

The Hon’ble Karnataka High Court in Writ Petition No. 15670 of 2026 (T-RES) held as under: 

• Observed that, Section 77(2) of the CGST Act stipulates that a registered person who has paid 
integrated tax on a transaction considered by him to be an inter-State supply, but which is 
subsequently held to be an intra-State supply, shall not be required to pay any interest on the 
amount of tax payable. 
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• Noted that, the Hon’ble Kerala High Court in Saji S. (supra) has read Section 77 of the CGST Act in 
conjunction with Rule 92 of the CGST Rules, which contemplates adjustment of an amount to which 
an assessee is entitled, and where the amount of refund is completely adjusted against any 
outstanding demand, an order giving details of such adjustment is to be issued in Part A of FORM 
GST RFD-07. 

• Observed that, there can be no dispute that the original authority has not read the provisions of 
Section 77(2) of the CGST Act in conjunction with Rule 92 of the CGST Rules while raising a demand 
on the Petitioner along with interest and penalty. 

• Held that, if the Petitioner, in terms of the conjoint reading of the provisions by the Hon’ble Kerala 
High Court, cannot be fastened with the liability to pay either tax or interest or penalty because it 
has wrongly offered IGST, then for just orders, the original authority must consider these aspects 
and issue an order in the prescribed form in the light of the undisputed facts and circumstances. 

• Hence, allowed the writ petition in part, quashing the Adjudication Order dated July 30, 2024, the 
Order-in-Appeal dated June 24, 2025, and the demand in Form GST DRC-13 dated May 06, 2026, 
and remanded the matter back to the original authority to reconsider the case and pass a fresh 
order in the prescribed form after examining the Petitioner’s entitlement to adjustment of the IGST 
paid under the wrong head against the CGST/SGST liability. 

Our Comments: 

Section 77 of the CGST Act deals with “Tax wrongfully collected and paid to Central Government or State 
Government”. Section 77(1) of the CGST Act provides that a registered person who has paid the Central tax 
and State tax or, as the case may be, the Central tax and the Union territory tax, on a transaction considered 
by him to be an intra-State supply, but which is subsequently held to be an inter-State supply, shall be 
refunded the amount of taxes so paid in such manner and subject to such conditions as may be prescribed. 
Correspondingly, Section 77(2) of the CGST Act provides that a registered person who has paid integrated tax 
on a transaction considered by him to be an inter-State supply, but which is subsequently held to be an intra-
State supply, shall not be required to pay any interest on the amount of Central tax and State tax or, as the 
case may be, the Central tax and the Union territory tax payable. A pari materia provision is contained in 
Section 19 of the Integrated Goods and Services Tax Act, 2017 (“the IGST Act”) covering the converse situation 
where IGST becomes payable on a transaction earlier treated as intra-State. 

Further, Rule 92 of the CGST Rules prescribes the mechanism for sanctioning of refund and, inter alia, 
contemplates that where the amount of refund is completely adjusted against any outstanding demand under 
the Act, an order giving details of such adjustment shall be issued in Part A of FORM GST RFD-07. It is by a 
conjoint reading of Section 77(2) of the CGST Act and Rule 92 of the CGST Rules that the Courts have held that 
the amount remitted under one head can be adjusted against the liability arising under another head, without 
insisting on a fresh payment followed by a refund claim. 
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In this regard, the CBIC vide Circular No. 162/18/2021-GST dated September 25, 2021 has clarified that the 
expression “subsequently held” in Section 77 of the CGST Act and Section 19 of the IGST Act covers both the 
situations where the inter-State or intra-State nature of the supply is ascertained by the taxpayer himself as 
well as where it is so held by the tax officer in any proceeding. Correspondingly, Rule 89(1A) was inserted in 
the CGST Rules vide Notification No. 35/2021-Central Tax dated September 24, 2021, permitting the refund 
of tax paid under the wrong head to be claimed within two years from the date of payment of tax under the 
correct head, thereby ensuring that the taxpayer is not saddled with interest or left remediless on account of 
a mere misclassification of the nature of supply. 

A similar view was taken by the Hon’ble Jharkhand High Court in Shree Nanak Ferro Alloys Pvt. Ltd. v. Union 
of India & Anr. [W.P.(T) No. 2246 of 2019 dated December 18, 2019], wherein the assessee had inadvertently 
deposited tax under the CGST head instead of the IGST head. The Court, relying upon Section 19(2) of the IGST 
Act, held that the assessee could not be saddled with interest liability and directed that the amount deposited 
under the wrong head be adjusted/refunded in accordance with law. Likewise, the Hon’ble Kerala High Court 
in Saji S. (supra) directed the department to transfer/adjust the tax wrongly remitted under one head towards 
the liability under the correct head, instead of relegating the assessee to the cumbersome route of fresh 
payment and refund. 

The present ruling reaffirms the settled position that payment of tax under a wrong head is a revenue-neutral 
situation involving no loss to the exchequer, and the proper course for the department is to invoke the 
adjustment mechanism envisaged under Section 77(2) of the CGST Act read with Rule 92 of the CGST Rules, 
rather than compelling the taxpayer to pay the tax again under the correct head along with interest and 
penalty. Taxpayers facing similar demands during audit or adjudication proceedings, particularly in cases of 
inadvertent misclassification of the place of supply, may rely on this judgment to seek adjustment of the tax 
already paid and resist any levy of interest and penalty. 

CLICK HERE FOR OFFICIAL JUDGMENT COPY 

 

Assessee entitled to fresh opportunity of hearing where adjudicating authority ignored reply filed to DRC-

01A intimation 

The Hon’ble Karnataka High Court in the case of M/s K.K. Steel Traders v. Assistant Commissioner of 
Commercial Taxes & Ors. [Writ Petition No. 13670 of 2026 (T-RES) dated June 10, 2026] disposed of the writ 
petition filed against the ex parte adjudication order passed under Section 74 of the Central Goods and 
Services Tax Act, 2017 (“the CGST Act”) and the appellate order dismissing the appeal on the ground of 
limitation, thereby deferring the enforcement of the demand and granting one more opportunity of being 
heard, holding that the adjudicating authority proceeded on the erroneous premise that no reply had been 
filed, when in fact, the Assessee had duly responded to the intimation issued in Form GST DRC-01A by 
producing invoices, e-way bills and bank statements substantiating the genuineness of the Input Tax Credit 
(“ITC”) claimed. 
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Facts: 

M/s K.K. Steel Traders (“the Petitioner”) was issued an intimation in Form GST DRC-01A dated July 06, 2023 
(“the Intimation”) by the Assistant Commissioner of Commercial Taxes (“the Respondent”), alleging that the 
Petitioner had availed ITC on the basis of fabricated documents such as invoices of inward and outward 
suppliers. 

The Petitioner filed a reply to the Intimation on August 16, 2023, producing documents viz. copies of invoices, 
e-way bills and bank statements evidencing the payment transactions, to substantiate that the purchases 
effected and the ITC claimed were genuine and duly supported by valid documents. 

However, after a substantial gap of almost two years, the Respondent issued a Show Cause Notice dated April 
02, 2025 (“the Impugned SCN”), followed by reminders dated May 13, 2025 and May 19, 2025. Thereafter, 
the Respondent passed an ex parte adjudication order dated August 30, 2025 (“the Impugned Order”) under 
Section 74 of the CGST Act read with Rule 142(5) of the Central Goods and Services Tax Rules, 2017 (“the CGST 
Rules”), confirming the demand and issuing the summary of order in Form GST DRC-07, on the premise that 
no reply had been received from the Petitioner and therefore, it was to be presumed that the transactions 
were clandestine transactions undertaken with the sole intention of availing ITC. 

The appeal filed by the Petitioner against the Impugned Order was dismissed by the Appellate Authority on 
the ground of limitation vide order dated January 14, 2026 (“the Impugned Appellate Order”). 

Aggrieved by the Impugned Order and the Impugned Appellate Order, the Petitioner filed a writ petition 
before the Hon’ble Karnataka High Court, contending that the reply filed in response to the Intimation, along 
with the supporting documents, was neither referred to nor considered by the Respondent while passing the 
Impugned Order. 

On the other hand, the Revenue contended that certain assessees, in order to avoid the consequences of 
proceedings justified under Section 74 of the CGST Act, deliberately do not respond to the Show Cause Notice 
or the reminders issued. However, the Revenue fairly suggested that, if the Court were persuaded to grant 
another opportunity to the Petitioner, it may consider deferring the enforcement of the demand consequent 
to the Impugned Order, extending an opportunity to the Petitioner to file a response and participate in the 
personal hearing, with the caveat that if the Petitioner does not avail such opportunity, the Revenue may act 
upon the Impugned Order without passing another reiteration order. 

Issue: 

Whether the ex parte adjudication order passed under Section 74 of the CGST Act, on the erroneous premise 
that no reply was filed, without referring to or considering the reply and documents furnished by the Assessee 
in response to the intimation issued in Form GST DRC-01A, is sustainable in law? 

Held: 

The Hon’ble Karnataka High Court in Writ Petition No. 13670 of 2026 (T-RES) held as under: 
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• Observed that, the Petitioner, on being issued the Intimation in Form GST DRC-01A, had filed a 
response producing copies of the invoices, e-way bills and bank statements. However, the 
Impugned SCN was issued one and a half years from the date of receipt of the said response. 

• Noted that, the Respondent neither referred to nor considered the said response and concluded 
the proceedings on the ground that the Petitioner had filed no response, thereby presuming that 
there were clandestine transactions based on spurious documents with the sole intention of 
availing ITC. 

• Opined that, in the peculiar facts of the case, for the demand to be enforced, it would be 
reasonable if the authorities are called upon to extend an opportunity of hearing to the Petitioner, 
with liberty to file copies of the invoices, e-way bills and bank statements already produced in 
response to the Intimation, and to dissolve the order if the transactions are found to be genuine, 
otherwise to proceed in terms of the Impugned Order. 

• Held that, the enforcement of the demand consequent to the Impugned Order shall stand 
deferred, reserving liberty to the Petitioner to file the originals of the invoices, e-way bills and bank 
statements before the Assessing Authority on or before July 06, 2026, to justify the genuineness of 
the transactions. 

• Directed that, if the Petitioner does not avail this opportunity and refuses to participate, it shall be 
open to the Revenue to act upon the impugned demand, subject to the Petitioner’s right to avail 
the appellate remedy. 

Our Comments: 

Section 74 of the CGST Act empowers the proper officer to determine tax not paid or short paid, or ITC wrongly 
availed or utilised, by reason of fraud, wilful misstatement or suppression of facts to evade tax. Further, Rule 
142(1A) of the CGST Rules provides that the proper officer may, before service of the notice, communicate 
the details of any tax, interest and penalty as ascertained by him, in Part A of Form GST DRC-01A, and Rule 
142(2A) of the CGST Rules enables the person concerned to file his submissions against the proposed liability 
in Part B of Form GST DRC-01A. The very object of this pre-notice intimation mechanism is to afford the 
taxpayer an opportunity to explain the alleged discrepancies at the threshold and thereby curtail avoidable 
litigation. Where the taxpayer duly responds to the intimation with supporting documents, and the 
adjudicating authority thereafter proceeds without even adverting to such response, the entire purpose of 
the mechanism stands defeated and the resultant order is rendered a non-speaking order passed in violation 
of the principles of natural justice. 

Furthermore, Section 75(4) of the CGST Act mandates that an opportunity of hearing shall be granted where 
a request is received in writing from the person chargeable with tax or penalty, or where any adverse decision 
is contemplated against such person. In Bharat Mint & Allied Chemicals v. Commissioner Commercial Tax & 
Ors. [Writ Tax No. 1029 of 2021 dated March 04, 2022], the Hon’ble Allahabad High Court held that where 
an adverse decision is contemplated against the assessee, the grant of an opportunity of personal hearing is  
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mandatory, irrespective of whether the assessee has opted for the same. Similarly, in Mahaveer Trading 
Company v. Deputy Commissioner State Tax & Anr. [Writ Tax No. 303 of 2024 dated March 04, 2024], the 
Hon’ble Allahabad High Court set aside the adjudication order passed without affording an opportunity of 
personal hearing, observing that the requirement under Section 75(4) of the CGST Act admits of no exception 
where an adverse order is proposed to be passed. 

It is also pertinent to note that, although the Petitioner’s appeal had been dismissed on the ground of 
limitation, the Hon’ble High Court exercised its extraordinary writ jurisdiction in view of the gross violation of 
the principles of natural justice. This is in consonance with the settled position laid down by the Hon’ble 
Supreme Court in Whirlpool Corporation v. Registrar of Trade Marks, Mumbai & Ors. [(1998) 8 SCC 1], 
wherein it was held that the availability of an alternate remedy does not operate as a bar to the maintainability 
of a writ petition, inter alia, where the order has been passed in violation of the principles of natural justice. 

The present ruling reiterates that adjudication under Section 74 of the CGST Act cannot be reduced to an 
empty formality, and that a reply filed at the DRC-01A stage forms an integral part of the record which the 
adjudicating authority is bound to consider before drawing any adverse presumption. Taxpayers would be 
well-advised to preserve the acknowledgments of replies filed at every stage of the proceedings and to 
specifically place such replies on record in response to the subsequent Show Cause Notice, so as to effectively 
demonstrate non-application of mind, should the authority choose to ignore the same. 

CLICK HERE FOR OFFICIAL JUDGMENT COPY 
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Important Notifications, Circulars of the week 

   

Rajasthan Government Notifies Value Added Tax Rules, 2026; Major Push for Digital, Transparent and 

Technology-Driven VAT Administration 

The Government of Rajasthan has notified the Rajasthan Value Added Tax Rules, 2026, laying down a 
comprehensive procedural and digital compliance framework for administration of Value Added Tax under 
the Rajasthan Value Added Tax Act, 2025. The Rules have been framed by the State Government in exercise 
of the powers conferred by Section 44 of the Rajasthan Value Added Tax Act, 2025 (Act No. 6 of 2025). The 
notification has been issued by the Finance Department (Tax Division), Government of Rajasthan, 
under Notification No. F.12(27)FD/Tax/2025-12 dated August 03, 2026. 

The Rules provide that they shall be called the Rajasthan Value Added Tax Rules, 2026. Importantly, the Rules 
will come into force from such date as the State Government may appoint by a separate notification in the 
Official Gazette. Accordingly, the notification dated 03 August 2026 lays down the new regulatory framework, 
while its operative commencement will be governed by the date separately notified by the State Government. 

A major focus of the new Rules is digitisation of VAT administration and taxpayer services. Applications for 
registration will be made electronically in FORM VAT REG-01 through the designated State portal. GSTIN, 
mobile number and e-mail details furnished by an applicant will be electronically validated, including 
verification through the GST Network database and one-time passwords. Where an application is found in 
order, registration is to be approved within seven working days. The Rules also provide for deemed approval 
where the competent authority does not take the prescribed action within the stipulated period. 

The registration framework also covers issuance of electronic registration certificates and Tax Identification 
Numbers, separate registration for multiple places of business in specified cases, suo motu registration of 
persons liable but not registered, physical verification of business premises, amendment of registration, 
cancellation and revocation of cancellation. Dealers will also be required to display their Tax Identification 
Number at their principal and additional places of business. 
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The Rules introduce a structured electronic tax accounting mechanism through an Electronic Liability 
Register, Electronic Credit Ledger and Electronic Cash Ledger. Tax, interest, penalty, late fee and other 
amounts payable will be maintained electronically on the designated portal. Payments are envisaged primarily 
through the Electronic Government Receipt Accounting System (e-GRAS), with facilities including internet 
banking, UPI, IMPS, credit or debit cards and NEFT/RTGS. Over-the-counter payment through authorised 
banks is also permitted within the prescribed monetary limit and specified exceptions. 

The new framework contains detailed safeguards governing Input Tax Credit (ITC). Credit is linked to 
prescribed tax documents, including VAT invoices and debit notes, and to the furnishing of transaction details 
by the selling dealer. ITC in respect of invoices or debit notes will generally be available where the seller has 
furnished the relevant details in FORM VAT RET-01 and the corresponding credit information has been 
communicated to the purchasing dealer in FORM VAT RET-02. The Rules also empower the competent 
authority to restrict utilisation of credit where there are reasons to believe that it has been fraudulently 
availed or is otherwise ineligible. 

Detailed provisions have also been prescribed for VAT invoices, credit notes, debit notes and delivery 
challans. A registered dealer making a taxable sale is required to issue a VAT invoice containing prescribed 
particulars, including registration details, description and quantity of goods, value, tax rate and tax amount. 
The Rules seek to establish a clear documentary trail for transactions and strengthen the linkage between 
valid invoices and admissibility of input tax credit. 

The return-filing mechanism has been substantially structured around electronic compliance. Registered 
dealers, subject to prescribed exceptions, are required to furnish details of sales and other dispatches in FORM 
VAT RET-01 for every month by the 10th day of the succeeding month. Purchase-related information based 
on suppliers’ declarations will be made available electronically in FORM VAT RET-02 by the 20th day of the 
succeeding month. Monthly VAT returns in FORM VAT RET-03 are to be furnished electronically on or before 
the 30th day of the succeeding month. Annual returns are generally required by 31 December following the 
end of the financial year, while dealers having aggregate turnover exceeding Rs. 5 crore are also required to 
furnish a self-certified reconciliation statement in the prescribed form. 

The Rules establish detailed procedures for scrutiny, assessment and audit. Electronic notices and prescribed 
forms will be used to communicate discrepancies in returns, differences in tax liability, non-filing of returns, 
non-payment of tax and cases involving possible avoidance or evasion of tax or wrongful availment of input 
tax credit. The audit provisions enable verification of books of account, turnover, exemptions, deductions, tax 
rates, input tax credit and refund claims, while giving the dealer an opportunity to respond to discrepancies 
before finalisation of audit findings. 

A comprehensive electronic mechanism has also been provided for refunds. Refund claims for tax, interest, 
penalty, fees, excess payment, eligible export-related tax or unutilised input tax credit, as applicable, may be 
filed electronically in FORM VAT RFD-01, generally within two years from the relevant date. Refund 
applications are to be scrutinised electronically, and sanctioned refunds may be directly credited to the eligible  
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bank account of the applicant. The Rules further provide for interest where an eligible refund is not made 
within 60 days, at such rate not exceeding six per cent as may be notified by the State Government. 

The appellate framework has similarly been aligned with digital administration. An appeal to the Appellate 
Authority under Section 37 is to be filed electronically through the designated State portal in FORM VAT APL-
01, ordinarily within 60 days from communication of the order appealed against. The Rules also provide for 
appeals before the Rajasthan Revenue and Tax Board, revision before the High Court, electronic 
communication of hearing notices and implementation of orders passed in appeal or revision. At the same 
time, the framework expressly safeguards reasonable opportunity of hearing before an order detrimental to 
a dealer or other person is passed. 

Separate chapters of the Rules deal with demand and recovery, inspection, search and seizure, compounding 
of offences, service of notices, determination of disputed questions, rectification of mistakes and reopening 
of ex-parte assessments. The broad architecture reflects increased reliance on the designated State portal for 
applications, returns, notices, communications, orders and other official dealings between taxpayers and the 
Commercial Taxes Department. 

The Rules also mark a transition from the earlier regulatory framework. Rule 101 repeals the Rajasthan Value 
Added Tax Rules, 2006, while protecting actions already taken, privileges accrued and obligations or liabilities 
incurred under the repealed Rules. Existing notifications and circulars issued with reference to the earlier 
Rules will continue to remain in force unless they are expressly or impliedly superseded, with references to 
the repealed Rules being read as references to the corresponding provisions of the new Rules. 

Overall, the Rajasthan Value Added Tax Rules, 2026 establish a technology-driven and process-oriented VAT 
administration framework, with greater emphasis on electronic registration, return filing, digital payment and 
ledgers, transaction-level matching for input tax credit, online refunds, electronic assessment and audit, and 
digitally enabled appellate proceedings. The framework is aimed at bringing greater transparency, 
standardisation, traceability and efficiency to VAT administration in the State. 

For Notification  Click Here  
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Important Press Releases of the week 
 

  

MMDR Amendment Act, 2026; A Stronger Push for Mining-Led Development 

Aspects of Mineral Regulations 

The world today competes for access to minerals as much as for capital or technology. Steel, cement, power, 
electronics, transport and defence all begin with what is drawn from the ground. A steady and fairly 
distributed supply of these resources therefore shapes both national security and everyday livelihoods. 

Mining in India is regulated under the Mines and Minerals (Development and Regulation) Act, 1957. The Mines 
and Minerals (Development and Regulation) Amendment Act, 2026 amends this Act to establish a uniform 
and balanced fiscal framework for the sector. As per the Amendment Act, State Governments cannot levy 
fresh taxes on mineral rights and mineral-bearing lands, except within conditions prescribed by the Central 
Government. 

The Need for Reform: Addressing Key Issues 

India’s mineral wealth lies in a few States but supports the entire national economy, making its taxation a 
question of national importance. Unregulated and varying State levies are steadily eroding the viability of 
mining, raising costs across industry and households alike. The MMDR Amendment Act, 2026 seeks to address 
these concerns by bringing predictability, uniformity and rationality to the taxation of minerals. 

 Mining Viability is Central to Energy Security 
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Growing global uncertainty makes a resilient domestic mining sector essential. The Government has given 
special push to critical minerals to shield supply from external shocks. The coal sector is simultaneously being 
made more competitive and technologically advanced to reduce import dependence. A viable and predictable 
tax regime is a precondition for both. 

 Multiplicity of Levies on a Single Activity 

States currently impose around 14 taxes, charges and fees on mining. These include royalty, auction premium, 
dead rent, DMF payments, GST and transit fee. Some States have additionally begun taxing mineral-bearing 
lands, in certain cases at rates as high as 20 percent. The Act addresses this cumulative and open-ended 
burden on the sector. 

 Levies on Strategically Important Minerals 

Taxes extend even to critical minerals such as graphite and atomic minerals such as uranium. High levies make 
the extraction of these strategic minerals uneconomical. Differing rates across States also create disparity 
within the sector. Rationalisation is necessary to keep strategic mineral projects commercially workable. 

 Dual Burden on Foreign Exchange 

When Indian minerals cost more than imported ones, user industries such as steel source raw material abroad. 
India imported minerals worth ₹10,12,529 crore in FY 2025-26. At the same time, outpriced domestic minerals 
lose ground in export markets, where iron ore alone earned ₹15,136 crore in FY 2025-26. Curbing this cost 
escalation is essential to the Atmanirbhar goal in the mineral sector. 

 Fragmentation of the National Mineral Market 

Widely differing State levies cause mineral costs to vary sharply across regions. Such variation obstructs supply 
chains and pushes up transport and logistics costs. A unified national mineral market cannot function under 
fragmented tax rates. The Act seeks to ensure greater uniformity. 

 The Cost Ultimately Reaches the Household 

A levy at the mining stage is added directly to the mineral’s price. It then passes through steel, cement, 
electricity and construction. Ordinary families finally pay more for housing, power and essential goods. 
Rational mining taxation is therefore a matter of everyday affordability. 

 Threat to Employment, Including in Tribal Areas 

The coal sector employs over 5 lakh people directly and indirectly while the non-coal sector supports more 
than 1 crore workers. High levies have already forced some mines to close and left other projects unopened. 
Small and medium operators work on thin margins and shut down first, taking local jobs with them. 
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 Deterrence to Long-Term Investment 

Investors commit capital to mining only where the tax structure is stable and foreseeable. Sudden changes 
discourage such commitment and slow technological and infrastructural expansion. Manufacturing, defence, 
shipping, construction and renewable energy all depend on this mineral base. A stable regime under the Act 
is intended to secure that confidence. 

Major Provisions of the Act 

The Act makes focused amendments to the MMDR Act, 1957. Its key provisions are as follows: 

 New Section 9D — limits on State levies: No tax, cess or other levy, by whatever name called, 
shall be imposed by a State Government on mineral rights or mineral-bearing lands. This covers 
levies based on mineral quantity, mineral value, royalty or any other basis. Such levies may be 
imposed only as per conditions or restrictions prescribed by the Central Government. 

 Treatment of past levies: Any levy not paid or collected by the State before the amendment 
applies will be treated as invalid. However, amounts already deposited or recovered before 
such commencement shall not be liable to be refunded. 

 Rule-making power under Section 13: Section 13 of the MMDR Act is amended to empower 
the Central Government to make rules. These rules will prescribe the conditions or restrictions 
for imposition of such levies by State Governments. 

State’s Revenue and Interests Remain Fully Protected 

Mineral revenue accruing to States has risen sharply since 2014 under a transparent, auction-based regime. 
The MMDR Amendment Act, 2026 does not disturb this position, and States will continue to receive the 
overwhelming share of mining revenue. 

 A Decade of Rising Revenue, With the Larger Share Staying With States 

Before 2014, the sector was marked by discretionary and non-transparent grant and renewal of concessions. 
Litigation was frequent, production was low, and State revenues remained modest. Since then, revenue to 
States from mineral production has grown by 354 percent, and States have received more than ₹7 lakh crore, 
including coal. 

Nearly 90 percent of mining-sector revenue now accrues to the States. Their share in total mineral revenue, 
coal and non-coal, has risen by about 28 percentage points in a decade, reaching around ₹1,14,549.28 crore 
in 2025-26. The coal sector shows this shift clearly. States received ₹11,947.97 crore in 2014-15, or 55.6 
percent of the total, rising to ₹32,183.09 crore, or 89.5 percent, in 2025-26. The Centre’s share fell over the 
same period from ₹9,534.24 crore to ₹3,771.82 crore, that is from 22.97 percent to 10.5 percent. 
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Major mineral States received ₹13,586.16 crore in FY 2013-14, which rose to ₹82,366.19 crore in FY 2025-26. 
This is a compound annual growth rate of 16.20 percent over twelve years. Between FY 2015-16 and FY 2025-
26, over ₹5 lakh crore accrued to these States, against only about ₹82,000 crore to the Centre. The Act leaves 
this position unchanged. 

 Auction Premium as an Added Stream, and Its Share at the Transaction Level 

The auction regime introduced in 2015 gave States auction premium as an entirely new source of income. 
Since 2015, States have collected ₹2.32 lakh crore as royalty from 1,200 working mines. From only 100 
auctioned mines, they have collected ₹96,000 crore as auction premium. Odisha, having operationalised 35 
of its 79 auctioned blocks, earned about ₹87,000 crore in premium between 2020-21 and 2025-26. 

The resulting distribution is visible in a single consignment. At an average sale price of ₹3,000 per tonne of 
iron ore, the mining company pays ₹3,150, of which ₹3,016 goes to the State. This pattern continues under 
the Act. 

 Minor Minerals Remain Entirely Under State Control 

Nearly 50 minor minerals are completely controlled by the State Governments. The Act has no bearing on 
these, including sand, gravel, clay, silica, granite, marble, gypsum and laterite. State authority over this 
category continues exactly as before. 

Mineral Sector Reforms Since 2014: Key Milestones 

The rise in State revenue follows a decade of regulatory, fiscal and institutional reform. These measures have 
made the mineral sector transparent, competitive and better prepared for future demand. 

  Competitive E-Auction and a Record Year of Mine Opening 

The 2015 amendment to the Mines and Minerals (Development and Regulation) Act ended discretionary 
allocation of concessions. Since then, 723 major mineral blocks have been auctioned across 17 States, led by 
Rajasthan with 140, Madhya Pradesh with 127 and Odisha with 76. FY 2025-26 was the best year yet, with a 
record 212 blocks auctioned and 36 operationalised. In coal, 141 mines have been auctioned and 23 
operationalised. 

 Growth in Production and Global Standing 

The value of major mineral production rose by 26.8 percent in FY 2025-26. Iron ore reached a record 313 
million tonnes and limestone 484 million tonnes. Coal output has crossed one billion tonnes in each of the last 
two years, and non-coal production has nearly tripled since 2014. India now ranks second globally in 
limestone, third in zinc, fourth in iron ore and fifth in bauxite. 
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 National Critical Mineral Mission and Overseas Sourcing 

The National Critical Mineral Mission (NCMM) was approved on 29 January 2025 with an outlay of ₹16,300 
crore, including ₹2,600 crore of budgetary support, up to FY 2030-31. The Geological Survey of India (GSI) and 
the National Mineral Exploration and Development Trust (NMEDT) are working towards 1,200 critical mineral 
projects. Of 777 projects sanctioned by NMEDT at ₹3,828.52 crore, 255 relate to critical minerals. The 2025 
amendment now allows NMEDT to support exploration abroad, and Khanij Bidesh India Limited (KABIL) has 
secured exclusive lithium exploration rights in Argentina. 

  Processing, Recycling and Research Capacity 

A ₹1,500 crore incentive scheme for critical mineral recycling was launched on 2 October 2025. It has drawn 
58 entities pledging 850 thousand tonnes per annum of capacity, against a target of 270. Critical Mineral 
Processing Parks (CMPPs) are being supported in Andhra Pradesh, Gujarat, Odisha and Maharashtra with ₹500 
crore. Basic customs duty has been removed on critical minerals, lithium-ion battery scrap and processing 
capital goods in three successive Budgets. Nine institutes have been named Centres of Excellence (CoEs) with 
₹210 crore under the MAHA mission. 

 A Wider and Better Funded Exploration Ecosystem 

Exploration activity has grown nearly 200 times since 2014, with 51 private agencies now notified for the work. 
The NMEDT contribution has been raised to 3 percent, and half of direct exploration costs are reimbursed. 
The ceiling is ₹20 crore for exploration licence holders and ₹8 crore for composite licence holders. GSI 
completed 457 projects in Field Season 2025-26, including 230 on critical and strategic minerals, while NMEDT 
funded 62 such projects in 2024-25 and 84 in 2025-26. 

 Simpler Operations and Digital Monitoring 

Mining leases may now take a one-time area extension of up to 10 percent, and composite licences up to 30 
percent. The cap on mineral sales from captive mines has been removed, along with extra payment for adding 
critical, strategic or deep-seated minerals to a lease. The Unified Mining Portal (UMP), built with the States, 
tracks the entire block lifecycle from auction to operationalisation. Coal and Mineral Exchanges further 
support fair price discovery. 

 Direct Benefits for Mining-Affected Communities 

The Pradhan Mantri Khanij Kshetra Kalyan Yojana (PMKKKY) and 656 District Mineral Foundations (DMFs) 
were set up for local welfare, including 106 in aspirational districts. The full DMF amount goes to local projects, 
and the district administration decides what to fund. It supports roads, hospitals, schools, drinking water and 
better living conditions. These collections will continue unchanged under the new Act. 

The Act’s Impact 
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The MMDR Amendment Act, 2026 strives to provide certainty, stability and predictability in the fiscal regime 
of the mineral sector. This is expected to give impetus to national economic growth. 

BEFORE AFTER 

Mining was taxed differently in every State. A single, Centre-directed tax framework will 

apply under New Section 9D. 

New levies could be introduced even after 

mining operations started. 

States cannot impose new levies except 

under conditions set by the Central 

Government. 

Retrospective tax demands could be raised at 

any time. 

All pending retrospective dues are now 

declared invalid. 

The maximum burden fell on small and medium 

miners. 

Every miner now benefits from a fair and 

equal framework. 

Key Benefits of the Act 

The MMDR Amendment Act, 2026 strengthens the mining sector and supports inclusive national 
development. 

 Benefits the Common Man: Competitive coal prices help reduce electricity costs and benefit 
households in their daily lives. Lower mineral costs strengthen industries, infrastructure, 
economic growth and employment. 

 Strengthens Manufacturing, Infrastructure and the Economy: Coal provides energy, while iron 
ore, limestone and bauxite support steel, cement and aluminium production. Copper also 
supports modern industry, electricity and defence. The Act therefore benefits power, 
manufacturing, railways, roads, housing, transport and development programmes. 

 The Act is for Viksit Bharat: The Act creates a more competitive, transparent, predictable and 
investor-friendly mining sector. It strengthens investment, production, employment, energy 
security, national security and self-reliance. 

The Way Forward 

The Mines and Minerals (Development and Regulation) Amendment Act, 2026 marks an important step in 
modernising India’s mineral governance. By ensuring a stable and uniform fiscal regime, it aims to strengthen 
mineral exploration, critical mineral security and sustainable resource development. These efforts will help 
advance India’s journey towards Viksit Bharat. 

For Press Release Click Here  
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Important Updates of the week  

 

Nine Years of GST: Taxpayer Base Crosses 1.67 Crore as India’s Digital Indirect Tax Ecosystem Scales New 

Milestones; Report highlights expansion of taxpayer base, 192.27 crore returns filed and ₹23.31 lakh crore 

payments in FY 2025-26 

The Goods and Services Tax Network (GSTN) has presented a comprehensive statistical account of the journey 
of the Goods and Services Tax ecosystem on completion of nine years of GST, covering the period 2017–2026. 
The report provides a data-driven overview of the expansion of the taxpayer base, return-filing volumes, tax 
payments, online refunds, e-Way Bill and e-Invoice systems, taxpayer outreach, helpdesk services and the 
wider digital service infrastructure supporting GST administration across the country. 

The report reflects the scale at which GST has developed into one of the country’s largest digital tax 
administration platforms. From taxpayer registration and return filing to invoice reporting, movement of 
goods, payment of tax and refunds, the GST ecosystem has progressively moved towards technology-enabled, 
data-driven and largely electronic compliance. 

Active GST Taxpayer Base Crosses 1.67 Crore 

As on 30 June 2026, the report places the total number of active taxpayers under GST at 1,67,14,646. Of 
these, 1,48,70,332 are normal taxpayers, while 13,55,180 are composition taxpayers. The active base also 
includes 27,115 Input Service Distributors, 24,494 Tax Collectors at Source, 4,33,198 Tax Deductors at 
Source and other categories of taxpayers. 

Of the total active taxpayer base, 39,15,087 taxpayers had migrated from the pre-GST regime, representing 
around 23.4 per cent of the active base. Proprietorships constitute the largest category of active taxpayers, 
accounting for 76.9 per cent of the taxpayer base. 
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The registration data underline the sustained widening of the formal tax base since the introduction of GST. 
The report records 1,67,12,262 active registrations in June 2026, excluding UIN from the registration-trend 
series, with the figures being net of cancellations and revocations having retrospective effect. 

The state-wise data show a broad-based GST presence across all States and Union Territories. Among the 
larger taxpayer bases, Uttar Pradesh has over 22 lakh active taxpayers, Maharashtra over 20.58 lakh, Gujarat 
over 14.32 lakh, Tamil Nadu over 12.56 lakh and Karnataka over 11.23 lakh, reflecting the nationwide reach 
of the GST registration system. 

The report also tracks cancellation and revocation trends and notes the introduction of Rule 14A in the 
registration framework. GSTN has identified the simplified registration facility as one of the major recent 
taxpayer-facing functionalities aimed at reducing procedural compliance for eligible small taxpayers. 

192.27 Crore GST Returns Filed Since July 2017 

Return filing has emerged as one of the largest recurring digital compliance activities under GST. According to 
the report, a cumulative 192.27 crore GST returns had been filed till June 2026 since the introduction of GST 
in July 2017. 

The system has also demonstrated substantial capacity to handle peak filing loads. The report records 43.51 
lakh returns as the highest number of GST returns filed in a single day, highlighting the scale of the 
technology infrastructure supporting return filing. 

GSTN separately monitors filing trends for GSTR-1 and GSTR-3B, including the number of taxpayers eligible to 
file, returns actually filed, compliance on the statutory due date and cumulative compliance achieved 
thereafter. 

The report further highlights the role of system-generated compliance interventions. Under DRC-01B and 
DRC-01C, taxpayers are alerted to system-identified mismatches and provided an opportunity for self-
compliance. Data for June 2025 to May 2026 show a substantial number of such cases being resolved through 
taxpayer self-compliance without the need for immediate escalation. 

The growing digital footprint of business transactions is also visible from invoice reporting. For FY 2025-26, 
the report analyses invoice volumes across different turnover categories and shows a strong relationship 
between the scale of business and the average number of invoices reported per taxpayer. 

For instance, taxpayers in the highest turnover category of above ₹500 crore reported an average of 
about 6,882.7 invoices per taxpayer per month in the data set examined, while businesses in smaller turnover 
categories reported significantly lower invoice volumes. The report thereby illustrates the scale and diversity 
of transaction reporting being handled through the GST platform. 
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GST Payments Reach ₹23.31 Lakh Crore in FY 2025-26 

The payment section of the report demonstrates a sustained increase in GST payments over the nine-year 
period. Total payments recorded for FY 2025-26 stood at ₹23,31,819 crore, comprising ₹4,44,309 crore of 
CGST, ₹5,51,302 crore of SGST, ₹12,31,485 crore of IGST and ₹1,04,723 crore of Compensation Cess. 

For comparison, total payments had stood at ₹11,77,369 crore in FY 2018-19, rising to ₹14,88,227 crore in FY 
2021-22, ₹18,07,680 crore in FY 2022-23, ₹20,18,249 crore in FY 2023-24 and ₹22,08,861 crore in FY 2024-
25, before reaching ₹23.31 lakh crore in FY 2025-26. 

The report records that IGST figures include payments relating to both domestic supplies and imports. It also 
notes that Compensation Cess was not applicable from the September 2025 return period. 

Companies Account for Major Share of Cash GST Payments 

The report provides an important insight into the distribution of GST cash payments according to the 
constitution of businesses. 

Public Limited Companies, though representing a relatively small proportion of the taxpayer count in the 
relevant data set, accounted for approximately 33.53 per cent of cash collections, while Private Limited 
Companies accounted for 29.43 per cent. 

Together, public and private limited companies accounted for about 63 per cent of cash GST collections  in 
the data analysed by GSTN. 

Proprietorships represented the largest category in terms of taxpayer numbers—around 79.94 per cent of the 
constitution-wise data set—but accounted for approximately 13.42 per cent of cash collections. Partnerships 
contributed around 7.31 per cent, while Public Sector Undertakings contributed approximately 9.07 per cent. 

The figures provide a useful picture of the concentration of cash tax payments across different forms of 
business organisation. 

Large Businesses Account for Significant Share of Cash Tax Payment 

An analysis of cash payments by turnover slab for FY 2025-26 shows the significant contribution of large 
businesses. 

Taxpayers having turnover of more than ₹500 crore constituted only about 0.10 per cent of taxpayers in the 
relevant turnover-based data set but accounted for ₹8,35,070 crore, or approximately 50.29 per cent of total 
cash tax paid. 
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Taxpayers in the ₹100 crore to ₹500 crore turnover slab accounted for another 15.14 per cent of cash tax 
payments, while taxpayers with turnover between ₹20 crore and ₹50 crore accounted for 7.12 per cent. 

At the other end of the spectrum, taxpayers having turnover up to ₹5 lakh constituted 38.08 per cent of 
taxpayers in the data set but accounted for only 0.21 per cent of cash tax paid. 

The figures underline the wide diversity of the GST taxpayer base, ranging from micro and small businesses to 
the country’s largest enterprises. 

Composition Taxpayers: Digital Return and Payment Trends 

The report separately tracks returns and payments by taxpayers under the composition scheme from April 
2020 onwards. 

For the quarter January–March 2026, 8,72,583 composition returns were filed, of which 7,03,704 GSTINs 
made a payment, while 1,68,879 were nil filers. Cash tax paid by composition taxpayers during the quarter 
stood at approximately ₹802 crore, with an average payment of about ₹11,397 per non-nil paying GSTIN. 

This data provides a distinct view of compliance among smaller taxpayers operating under the composition 
mechanism. 

Online Refund System Records ₹1.68 Lakh Crore Disposals in FY 2025-26 

The GST refund mechanism has also expanded significantly. 

According to the GSTN report, online refunds disposed during FY 2025-26 amounted to ₹1,68,188 crore, 
comprising ₹38,701 crore of CGST refunds, ₹49,393 crore of SGST refunds, ₹75,668 crore of IGST refunds and 
₹4,426 crore of Cess refunds. 

The corresponding figure was ₹24,728 crore in FY 2019-20, the first year covered by the report following 
automation of FORM RFD-01 in late September 2019. Subsequent years recorded refund disposals of ₹71,136 
crore in FY 2020-21, ₹1,00,537 crore in FY 2021-22, ₹1,14,799 crore in FY 2022-23, ₹1,23,594 crore in FY 2023-
24 and ₹1,35,805 crore in FY 2024-25. 

The report also separately records data transmitted to Customs for refund of IGST paid on exports. 
During June 2026 alone, ₹12,605.25 crore of IGST relating to 3,82,051 export invoices was transmitted for 
the refund process. 

Refund Process Made More Taxpayer-Friendly 

GSTN has introduced a series of recent improvements in the refund process. 
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The report highlights the introduction of provisional refund functionality for Inverted Duty Structure cases, 
consolidation of refund-related notices and orders under a common portal tab, and a new refund reason 
enabling unregistered persons to seek refunds arising out of assessment, enforcement, appeal, revision or 
other orders. 

A separate refund reason has also been enabled for export of electricity without payment of tax, allowing 
eligible exporters to claim accumulated input tax credit. 

An offline utility for Annexure-B has been introduced for ITC-based refund applications, with invoice 
validation against GSTR-2B to improve accuracy and consistency. 

Other enhancements include an LEI field in FORM RFD-01 for refund amounts of ₹50 crore or more, facility 
to claim refund of negative balances in minor heads of a Demand ID, and changes in RFD-01 tables aimed at 
simplifying ITC-related refund applications. 

Nearly 792 Crore E-Way Bills Generated Since April 2018 

The e-Way Bill system has emerged as another major pillar of GST’s digital compliance infrastructure. 

The report records a cumulative 7,91,78,27,900 e-Way Bills generated between April 2018 and May 2026. 

The system recorded its highest daily generation of 58,63,941 e-Way Bills on 28 February 2026. 

During FY 2025-26 alone, 1,55,96,08,676 e-Way Bills were generated, including around 53.04 crore inter-
State e-Way Bills and 102.93 crore intra-State e-Way Bills. 

For the first three months of FY 2026-27, from April to June 2026, the system recorded another 40,62,18,688 
e-Way Bills. 

Data for June 2025 to May 2026 show that intra-State movement accounted for roughly two-thirds of total 
e-Way Bills, highlighting the importance of the platform not only for inter-State trade but also for movement 
of goods within States. 

Road Transport Dominates E-Way Bill Movement 

The report also provides insights into the mode of transport declared in e-Way Bills. 

Around 98.73 per cent of e-Way Bills by count related to movement by road, followed by air at 0.65 per cent, 
rail at 0.56 per cent and ship at 0.06 per cent. 

In terms of the channels through which e-Way Bills are generated, mobile, SMS and API-based channels 
together accounted for 78.47 per cent, while the website accounted for 17.06 per cent and the Excel tool for 
3.78 per cent. 
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These figures reflect increasing machine-to-machine and system-integrated usage of GST technology by 
businesses and logistics operators. 

E-Invoice System Deepens Digital Transaction Reporting 

The e-Invoice system has witnessed substantial expansion since its introduction. 

For June 2026, the report records 8,55,738 GSTINs generating Invoice Reference Numbers 
(IRNs) and 21,42,82,750 IRNs generated during the month. The value of e-invoiced supplies reported for the 
month stood at ₹40,53,090 crore. 

The downstream reach of the system is substantially wider. In June 2026, while 8.56 lakh GSTINs generated 
e-Invoices, the number of e-Invoice recipients stood at 88,26,831. 

An analysis comparing e-Invoice reporting with GSTR-1 for July 2025 to June 2026 shows that e-Invoices 
represented approximately 67.8 per cent of GSTR-1 invoices by count and 83.6 per cent by value. 

This indicates that e-Invoicing covers a particularly significant proportion of the higher-value transactions 
reported in GST returns. 

The report clarifies that its e-Invoice statistics are provided for reference and general information and are 
based on system-generated sources which have not been reconciled or audited. 

GSTN Strengthens Taxpayer Outreach and Digital Assistance 

Along with its core technology systems, GSTN has expanded taxpayer education and support. 

During FY 2025-26 and the first quarter of FY 2026-27 taken together, GSTN organised 23 taxpayer webinars 
and 310 training sessions for tax officers, covering a total of 71,622 attendees/views. 

As on 1 July 2026, GSTN’s YouTube channel had 710 videos and webinars, approximately 1.73 lakh 
subscribers and 4.8 million cumulative views. GSTN states that webinars are conducted in English, Hindi and 
other Indian languages to explain new functionalities released on the GST Portal. 

GSTN has also introduced GITA — GST Interactive Technical Assistant, an AI-powered chatbot designed to 
provide round-the-clock assistance on common taxpayer queries, guide users to relevant forms and 
functionalities, and continuously improve through natural-language updates and user feedback. 

GST Helpdesk Expanded Through 12 New Enhancements 

The taxpayer helpdesk has also undergone a series of enhancements. 
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GSTN reports 12 recent improvements, including a mobile application for raising and tracking complaints, an 
advanced IVR system, round-the-clock live chat, an advanced chatbot, complaint-status tracking, e-mail and 
SMS reminders, outbound calling campaigns, 24×7 ticketing support, an advanced CRM system, API access for 
higher-level support teams and tools for closure of resolved cases. 

For the period July 2025 to June 2026, the report states that tickets raised in relation to GSTR-1 filings 
represented only 0.05 per cent of documents filed, while tickets relating to GSTR-3B represented 0.06 per 
cent. New registration generated a higher helpdesk interaction rate of 5.52 per cent. 

Quarterly data from April 2021 to March 2026 show that helpdesk ticket rates associated with GST returns 
remained at or below approximately 0.06 per cent of returns filed during the periods covered. 

GSTAT Helpdesk Launched 

A dedicated GSTAT Helpdesk went live on 25 September 2025, extending GST helpdesk support to matters 
concerning the GST Appellate Tribunal. 

The facility provides dedicated voice support from 9:00 AM to 9:00 PM on all seven days, along with a 24×7 
Grievance Redressal Portal ticketing window for taxpayers and tax officers. 

The objective is to provide a single point of contact for GSTAT-related queries, grievance registration and 
support. 

Nearly 79,000 Officers Connected to GST Back Office 

The services section of the report shows the scale of government-side digital usage of GST infrastructure. 

A total of 78,702 officers work on the GST back-office system, covering State and Union Territory tax 
administrations as well as CBIC. 

The report records 30,084 CBIC users on the back-office system, in addition to thousands of users across State 
tax administrations, demonstrating the nationwide administrative reach of the GST technology platform. 

62 GST Suvidha Providers Support Compliance Ecosystem 

The GST ecosystem is supported not only through the core portal but also through private technology 
integration. 

GSTN states that 62 functional GST Suvidha Providers (GSPs) are providing services to assist taxpayers in 
meeting GST compliance requirements. 

GSTN has also made available a range of offline tools for returns, input tax credit, refund statements, TDS/TCS 
credit, matching and the Invoice Management System. 
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The report lists multiple empanelled Invoice Registration Portals for e-Invoicing, including NIC portals and 
private-sector IRPs, providing businesses with multiple channels for generation of Invoice Reference Numbers. 

Major GST Portal Functionalities Added During 2025-26 

The report records several important improvements introduced on the GST Portal during July 2025–June 2026. 

Under registration, the Simplified Registration Scheme under Rule 14A enables eligible applicants to obtain 
registration within three working days, subject to prescribed conditions. Filing of FORM GST REG-32 has also 
been enabled for taxpayers seeking to opt out of registration obtained under Rule 14A. 

Contextual tooltips have been introduced in FORM GST REG-01, the biometric authentication appointment 
booking system has been enhanced, and online declaration of specified premises has been enabled. 

In the returns module, GSTN has introduced multiple GSTR-9 and GSTR-9C enhancements, revised interest 
calculation in GSTR-3B, auto-population of previous-period liability and an offline tool for the Invoice 
Management System (IMS). 

The IMS has also been enhanced to cover additional document types and to provide facilities for remarks and 
ITC reduction declarations. Bill of Entry data from ICEGATE is now populated in IMS and a bulk search facility 
has been introduced for retrieval of Bill of Entry details. 

Invoice-wise TDS reporting has been enabled in GSTR-7. 

The report further highlights implementation of the three-year filing restriction, under which taxpayers 
cannot file GSTR-1, GSTR-3B, GSTR-9 and GSTR-8 after expiry of three years from the respective due date. 

GSTN Continues to Build India’s Unified Indirect Tax Technology Backbone 

The statistical report portrays GST not only as a tax reform but as a large-scale national digital infrastructure 
connecting taxpayers, businesses, tax administrations, transporters, intermediaries and service providers. 

Over nine years, the ecosystem has expanded from a new national indirect tax platform into an integrated 
digital network dealing with more than 1.67 crore active taxpayers, nearly 200 crore return filings, very large 
volumes of invoice data, hundreds of crores of e-Way Bills and multi-lakh-crore annual tax payments and 
refunds. 

The continuing addition of simplified registration, digital return utilities, Invoice Management System 
capabilities, automated refund functionality, e-Invoicing, API-driven e-Way Bill generation, AI-enabled 
assistance and strengthened taxpayer helpdesk arrangements reflects GSTN’s continuing focus on improving 
compliance, system scalability and taxpayer service delivery. 
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The completion of nine years of GST thus marks an important milestone in the evolution of India’s unified 
indirect tax backbone, with technology remaining at the centre of registration, reporting, payment, 
compliance, movement of goods, refunds and taxpayer services. 

To Know more Click Here  

Gujarat HC upholds GST on corporate guarantees, strikes down ‘whichever is higher’ clause 

The Gujarat High Court has upheld GST on corporate guarantees given by holding companies to their 
subsidiaries, but has struck down the requirement to pay tax on whichever is higher: 1% of the guarantee 
amount or the actual consideration. 

A division bench of Justices A.S. Supehia and Vaibhavi D. Nanavati delivered the judgment on August 14 in 
Torrent Power Ltd. v. Union of India & Ors., while hearing a batch of petitions challenging Rule 28(2) of the 
CGST Rules, Section 15(4) of the CGST Act and related CBIC circulars. 

Torrent Power was among the petitioners challenging the GST treatment of corporate guarantees furnished 
to its subsidiaries. 

What is a corporate guarantee? 

A corporate guarantee is typically given by a parent company to a lender to back a loan taken by its subsidiary. 
Such guarantees are often given within corporate groups without the parent charging a separate fee. 

The tax treatment changed under GST. Unlike the erstwhile service tax regime, where consideration or a fee 
was necessary for a service to be taxable, Section 7(1)(c) read with Schedule I of the CGST Act allows certain 
transactions between related parties to be treated as supplies even without consideration. 

In October 2023, the government further introduced Rule 28(2), prescribing a deemed value of 1% of the 
amount of the corporate guarantee per annum. The rule was subsequently amended to provide for 1% of the 
guarantee amount or the actual consideration, whichever was higher. 

Court upholds GST levy 

The petitioners had argued that a corporate guarantee given without consideration should not be treated as 
a taxable supply. They also relied on the Supreme Court’s ruling in Edelweiss Financial Services, which had 
held under the earlier service tax regime that service tax could not be imposed on corporate guarantees where 
there was no consideration. 

The Gujarat High Court, however, said that ruling applied to the earlier law and did not govern the GST 
framework. 
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“Unlike the Finance Act, 1994, the CGST Act… contains Section 7(1)(c) read with Schedule I to the CGST Act, a 
specific deeming fiction that taxes certain supplies between related persons even in the absence of 
consideration,” the court said. 

The court therefore upheld the constitutional validity of Rule 28(2) and Section 15(4). Section 15(4) allows the 
government to prescribe rules for determining the value of supplies where the normal transaction value 
cannot be determined. The government relied on this provision to frame Rule 28(2), which sets the valuation 
mechanism for corporate guarantees between related parties. 

The ruling brings much needed clarity for companies issuing corporate guarantees to subsidiaries, an tax 
experts said. “The High Court has upheld Rule 28(2), holding it to be valid. In effect, the charging of GST on a 
corporate guarantee is a valid taxable event,” another tax expert said. 

Court reads down ‘whichever is higher’ 

The court, however, found the valuation formula problematic where actual consideration is involved. 

“The expression ‘whichever is higher’ is arbitrary,” the court held, saying the provision did not give the 
corporate guarantor the option to pay GST on the actual commission or charge. “Actual consideration is the 
indispensable factor which makes the levy and Rule workable,” it said. 

Rather than striking down the entire rule, the court read down the words “whichever is higher”. This means 
the 1% valuation mechanism survives, particularly where there is no actual consideration, but the government 
cannot automatically insist on the higher of the two values where an actual charge exists. 

On valuation, Joshi said the 1% rule will apply where no commission is charged, while GST on guarantees 
carrying an actual commission will be payable on the amount charged. 

No retrospective application of 1% valuation 

The court held that the 1% valuation prescribed under Rule 28(2) could not be applied to periods before 
October 26, 2023. 

The rule was introduced on October 26, 2023, while the corporate guarantees involved in the batch dated as 
far back as 2012. The court noted that the Revenue had imposed the 1% valuation retrospectively on 
guarantees issued before the rule and even before the GST regime. 

This is significant for companies facing demands relating to older corporate guarantees, as the new valuation 
mechanism cannot simply be applied to the period before the rule was introduced. “The ruling provides relief 
for the period before October 26, 2023, when Rule 28(2) came into force. If a guarantee continues beyond 
26.10.2023, GST will apply from that date onwards,” he said. 
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He added that CBIC should issue a clarificatory circular to ensure consistent implementation and avoid further 
disputes. 

To Know more Click Here  

Service of notices of GST can't be deemed sufficient merely by uploading on Common Portal: HC 

In a significant judgment, the Punjab and Haryana High Court has ruled that Service of Show Cause Notices 
(SCN) upon the assessee concerned cannot be deemed sufficient merely on account of its uploading on the 
Common Portal of GST unless its receipt is acknowledged or a reply is filed. 

The Bench of Acting Chief Justice Ashwini Kumar Mishra and Justice Rohit Kapoor passed an order on a bunch 
of petitions filed by many firms challenging action of the Excise and Taxation Department, Chandigarh, of 
uploading the notices on the website. The petitioners argued that the uploading of the order in the manner 
adopted by the respondents did not amount to valid service of the order upon the petitioner. It was further 
contended that the order impugned had otherwise been passed in violation of principles of natural justice as 
no opportunity of hearing was afforded to the petitioners and therefore, interference was required by the 
Court in the petition. 

Counsels of the firms argued that they were deprived of the opportunity to avail the remedy of appeal under 
Section 107 of the Act of 2017. They said that apart from uploading the order on the tab ‘View Additional 
Notices and Orders’, there was no other method adopted by the respondents for effecting service of the 
impugned order-in-original or any other communication upon the petitioner. 

After hearing of the arguments, the Bench in order further said that “where SCN is served only by way of 
uploading it on the Common Portal and in the absence of reply filed by the assessee concerned, ex parte order 
is passed in original, the proceedings would stand restored to the stage of issuance of SCN and the petitioner 
would be at liberty to file reply to the SCN within a period of four weeks from today whereafter, the 
Department shall proceed further after affording required opportunity of hearing”. 

In cases where the order-in-original is passed after contest, and is served only by uploading it on the Common 
Portal, the period of limitation for filing of appeal would not be triggered, and the assessee aggrieved will have 
the right to file an appeal within a period of four weeks from today. 

To Know more Click Here  

Supreme Court dismisses Centre’s review plea in Airtel telecom tower GST case 

The Supreme Court on Wednesday dismissed the Centre’s review petitions challenging its earlier decision to 
uphold a Delhi High Court ruling that allowed Bharti Airtel and other telecom companies to claim input tax 
credit (ITC) on mobile telecom towers under the Goods and Services Tax (GST) regime. 
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The ruling comes as a significant relief for Indus Towers and Bharti Airtel. More importantly, the outcome has 
wider implications for the telecom tower industry, reinforcing the legal position that telecom towers can 
qualify as “plant and machinery” and that ITC cannot be denied by treating such infrastructure as immovable 
property. 

The review petition was filed by the Commissioner, CGST Appeal-1, Delhi, against Bharti Airtel and other 
respondents. It arose from the Supreme Court’s August 8, 2025 orders in Special Leave Petition (Civil) Nos. 
22060-22062 of 2025, through which the top court had declined to interfere with the Delhi High Court’s 
verdict. 

A bench of Justices Vikram Nath and Prasanna B. Varale said it had carefully considered the review petitions 
and the grounds raised but found no error apparent on the face of the record that warranted reconsideration 
of its earlier order. 

“Consequently, we find no merit in the review petition(s),” the court said, adding that the review petitions 
would stand dismissed. The bench also condoned the delay in filing the review petitions and disposed of 
pending applications. 

The underlying dispute centred on whether telecom towers affixed to land or rooftops qualify as immovable 
property, which would block ITC under Section 17(5) of the CGST Act, 2017, or as plant and machinery, which 
is eligible for credit. 

The Delhi High Court had ruled in favour of Bharti Airtel and other petitioners, holding that telecom towers 
fall within the scope of plant and machinery and are eligible for ITC. The Revenue had argued that the towers 
were immovable in nature and were therefore ineligible for credit. 

When the Revenue challenged the ruling, the Supreme Court dismissed its special leave petitions at the 
admission stage in August 2025. The bench of Justices Pankaj Mithal and Prasanna B. Varale also declined to 
accept the Revenue’s attempt to draw a distinction between the treatment of such infrastructure under the 
earlier service tax regime and the GST framework, pushing back against what was described as a “hair-
splitting” interpretation. 

The telecom companies had argued that the legislative intent in both the pre-GST and GST regimes was to 
deny ITC only on immovable property and that telecom towers did not fall within that category. They also 
pointed to the Supreme Court’s earlier ruling in Bharti Airtel’s own case under the service tax regime. 

To Know more Click Here  
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Govt examines easing blocked GST credit on construction for own use 

The government is examining industry concerns over the denial of input tax credit (ITC) on goods and services 
used to construct immovable property for its own use, according to senior government official. 

ITC is goods and services tax (GST) paid by a business on its purchases. This it can set off against the tax it has 
to pay on its sales. 

The issue is being discussed with states, but no agreement has been reached yet on easing the restriction, the 
official said at an industry interaction organised by the Bengal Chamber of Commerce and Industry (BCC&I). 

“Discussion with states is going on,” the official said, adding that he would not comment further on the matter 
because of this. 

The issue relates to companies being unable to claim GST paid on certain goods and services used to construct 
immovable assets such as offices, factories, and global capability centres (GCCs). 

Industry’s position is that the restriction increases the cost of large investment because the GST paid becomes 
part of the project cost instead of being available as credit. 

The official’s remarks assume significance amid industry expectations that the issue could be considered by 
the GST Council. However, he indicated that the matter had not reached a stage where any decision could be 
announced. 

According to an tax expert, the Supreme Court in the case of Safari Retreats in October 2024 had said that, 
based on the functionality test, ITC on goods and services used for constructing immovable property “not for 
own use” but for further renting out could be taken. 

“However, even here it is sometimes disputed by certain authorities in central and state jurisdictions. Further, 
ITC is not available for constructing business assets such as factories and warehouses for own use. A full 
relaxation under Section 17(5)(c) & (d) of the CGST (Central Goods and Services Tax) Act, 2017, by the GST 
Council would help unlock costs and strengthen India’s business competitiveness,” he said. 

The official said there was some misunderstanding over Section 16(2)(c), which requires that the tax charged 
on supply should have been paid to the government. 

According to the official, a distinction needs to be made between cases where a supplier exists but has failed 
to file its return or pay the tax and cases where the supplier is subsequently found to be non-existent. 

For a supplier that has not filed the return, GST rules already provide a mechanism for reversal and 
subsequently reclaiming credit, he said. 
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The official referred to Rule 37A, saying that a recipient could take credit but would have to reverse it if the 
supplier did not fulfil the prescribed conditions within the relevant period. 

If the supplier subsequently pays the tax, the recipient can again get the credit, he said. 

In cases where the supplier is found to be non-existent, the department’s position is different because the 
existence of the underlying supply itself comes into question. 

The official estimated that only 1-2 per cent of cases fell in this category, although the figure could not be 
independently verified. 

He also said tax authorities made efforts to recover dues from the supplier. If the supplier eventually pays the 
tax, the recipient can again claim the corresponding credit. 

The official said the broader direction of the GST administration was towards greater automation, greater 
trust in taxpayers, and less intervention and litigation. 

The government wants businesses to be treated as partners in nation building and economic development, 
he said, adding that future reforms would focus on making GST processes simpler and easier. 

The approach, he said, would be reflected in the next phase of GST reforms. 

Sanjay Kumar Mishra, president of the Goods and Services Tax Appellate Tribunal (GSTAT), said that the body 
was adopting a mechanism of bunching similar cases and assigning them to Principal Bench to deal with 
common legal issues. 

The move is intended to provide clarity on issues that arise across states and sectors and ensure that a legal 
principle decided by the tribunal is followed uniformly across the country. 

He said the tribunal had discussed the approach among its judicial and technical members before deciding to 
take up certain cases together. 

The approach could help deal with the transition phase of the GSTAT, and also where similar disputes involving 
the same taxpayer, industry or legal issue arise in multiple states. 

To Know more Click Here  

GST appellate tribunal head raises concern as appeals lag expected number by wide margin 

Flagging concerns over less-than-anticipated cases filed with the appellate tribunal, GST Appellate Tribunal 
(GSTAT) President Justice (retd) Sanjaya Kumar Mishra on Friday said only about one-third of the expected 2.5 
lakh cases have been filed. 
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Speaking at the National Taxation Summit organised by the Bengal Chamber of Commerce and Industry, 
Mishra said only 74,758 cases have been filed before the GSTAT since September last year, which shows a 
“lukewarm” response instead of an expected “flood of cases”. 

“When I saw the number of cases that have been filed (before the GSTAT) and the number of tokens 
generated, I was a bit disheartened…I was expecting something around 2-2.5 lakh cases. I don’t know why 
(the number of cases filed is less). It may be that businesses have closed down; maybe they were cases of fake 
ITC (input tax credit) claims…” Mishra said. 

Around 3.5 lakh cases were filed before the first appellate authority that indicated the number of second 
appeals could be filed before the GSTAT, but since the cases were filed in physical mode, there is no conclusive 
data available on the number of cases disposed of by the first appellate authority. 

The GSTAT is the second appellate authority and provides a unified platform for resolving conflicts between 
taxpayers and tax authorities, while the first appellate authority is a Commissioner (Appeals) level officer 
whom a taxpayer can approach to appeal against an order or decision issued by a junior officer. 

The GSTAT had then introduced a token system after consultations with the Department of Revenue and 
Ministry of Finance officials, Mishra said. 

However, overall, only 74,758 cases were filed and about 30,000 more tokens have been issued, which is 
contrary to the initial expectation of a rush in filing of cases, he said, underlining that the industry does not 
seem to have “reciprocated the (GSTAT’s) hand of partnership”. 

Mishra asked the industry to come forward and take advantage of the GSTAT in resolving tax dispute cases. 

Last month, GSTAT had allowed businesses whose cases were getting time-barred on July 31 to generate 
tokens on the e-filing portal. 

Once the token was generated, businesses had 60 days to file the case before the appellate tribunal. 

The GSTAT e-filing portal was made operational on September 24, 2025, and the deadline for filing appeals, 
which were time-barred, was July 31, 2026. 

To Know more Click Here  

 

[This space has been intentionally left blank] 

 

 

mailto:info@a2ztaxcorp.com
https://a2ztaxcorp.net/gst-appellate-tribunal-head-raises-concern-as-appeals-lag-expected-number-by-wide-margin/


 

                                                                                                                                                                                                              Page 40 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

Videos of the Week  

 

Use of AI in Drafting SCN Without Independent Application of Mind / Statutory Sanction Unsustainable 

You can access the video on “Use of AI in Drafting SCN Without Independent Application of Mind / Statutory 
Sanction Unsustainable” at following link: https://www.youtube.com/shorts/uVU4H8sQ3nY 

Section 74 Order Quashed! No Hearing Details, 3 Chances & Non-Speaking Order Prove Fatal: Gujarat HC 

You can access the video on “Section 74 Order Quashed! No Hearing Details, 3 Chances & Non-Speaking 
Order Prove Fatal: Gujarat HC” at following link: https://www.youtube.com/shorts/bBxxDOM7-oY 
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Customs & DGFT etc, 

 

Important Notifications, Circulars of the week 

 

Government notifies APEDA (Adjudication of Penalties) Rules, 2026; New Rules establish structured 

mechanism for adjudication of penalties under APEDA Act, 1985 

The Government has notified the Agricultural and Processed Food Products Export Development Authority 
(Adjudication of Penalties) Rules, 2026, providing a detailed procedural framework for adjudication of 
penalties and disposal of appeals under the Agricultural and Processed Food Products Export Development 
Authority Act, 1985. 

The Rules have been notified by the Ministry of Commerce and Industry through G.S.R. 741(E) dated 19 
August 2026 and have come into force from the date of their publication in the Official Gazette. 

The Rules have been framed in exercise of the powers conferred by clauses (ma) and (mb) of sub-section (2) 
of Section 32, read with Section 25A of the APEDA Act, 1985. 

Adjudicating Officer to conduct inquiry into alleged contraventions 

Under the new Rules, an Adjudicating Officer, appointed by the Chairman under Section 25A of the APEDA 
Act, will conduct proceedings relating to adjudication of penalties in respect of specified contraventions. 

Upon receipt of a complaint regarding an alleged contravention, the Adjudicating Officer will issue a show-
cause notice in Form-I, requiring the concerned person to explain why an inquiry should not be initiated. 

The period provided for submitting a response to the show-cause notice cannot be less than seven days from 
the date of service of the notice. The notice is also required to clearly indicate the nature of the alleged 
contravention. 

Opportunity of hearing and submission of evidence 
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After considering the response submitted by the concerned person, the Adjudicating Officer may proceed 
with an inquiry where considered necessary. 

The person against whom proceedings are initiated may appear personally or through a duly authorised 
representative and will be given an opportunity to submit documents and evidence relevant to the inquiry. 

Where necessary, the hearing may be adjourned to another date, subject to the conditions prescribed under 
the Rules. Such adjournment is to be not later than 15 days from the first date of hearing and up to a 
maximum of three dates. 

The Rules further provide that, while taking evidence, the Adjudicating Officer will not be bound by the 
provisions of the Bharatiya Sakshya Adhiniyam, 2023. 

Inquiry may proceed in absence in specified circumstances 

Where a person fails, neglects or refuses to appear before the Adjudicating Officer despite being required to 
do so, the officer may proceed with the inquiry in the person's absence after recording reasons. 

After considering the available evidence, if the Adjudicating Officer is satisfied that a contravention has been 
committed, a penalty may be imposed through a written order under the provisions of the APEDA Act. 

Every such order must specify the relevant provision of the Act that has been contravened and record the 
reasons for imposition of the penalty. 

A copy of the order and other proceedings is required to be provided free of cost to the person against whom 
the inquiry was conducted. 

Adjudication proceedings to be completed within six months 

The Rules prescribe a defined timeline for adjudication proceedings. The Adjudicating Officer is required to 
complete the proceedings within six months from the date of issuance of notice to the person concerned. 

The Rules also prescribe multiple modes for service of notices and orders, including delivery to the person or 
authorised representative, electronic mode, or speed post with registration and proof of delivery. 

Where service cannot be effected through the prescribed methods, the notice or order may be affixed on a 
conspicuous part of the premises in accordance with the Rules. 

Right of appeal against Adjudicating Officer's order 

The Rules provide an appellate mechanism for persons aggrieved by an order of the Adjudicating Officer. 
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An aggrieved person may file an appeal in Form-II before the Appellate Authority within 30 days from the 
date of receipt of the adjudication order. 

The Appellate Authority may, however, admit an appeal after expiry of the 30-day period if satisfied that the 
appellant was prevented by sufficient cause from filing the appeal within the prescribed time. 

The appeal must be accompanied by a copy of the adjudication order, a clear statement of the facts being 
challenged, grounds of appeal and the relevant provisions of the Act. 

Defects in appeal may be rectified within 15 days 

Where an appeal is found to be defective upon scrutiny, the Appellate Authority will inform the appellant of 
the deficiencies and provide 15 days for rectification. 

If the appellant fails to correct the deficiencies within the prescribed period, the Appellate Authority may 
decline to register the appeal by recording reasons in writing and communicate the decision to the appellant 
within the stipulated period. 

Appellate Authority to dispose of appeals within 60 days 

Upon admission of an appeal, a copy will be served on the concerned party along with a notice requiring 
submission of a reply within a period not exceeding 30 days. 

The Appellate Authority may call for records relating to the proceedings from the concerned Adjudicating 
Officer and, after providing the parties an opportunity of being heard, pass such orders as it considers 
reasonable. 

The Rules stipulate that the Appellate Authority shall dispose of an appeal within 60 days from the date of 
its filing. 

Provision for extension of prescribed timelines 

The Adjudicating Officer or the Appellate Authority may extend a period specified under the Rules where there 
is a reasonable cause for delay or failure to act, subject to reasons being recorded in writing. 

Every order passed under the Rules is required to be signed and dated and communicated to all concerned 
parties. 

Further, all sums realised by way of penalties under the Rules will be credited to the Consolidated Fund of 
India. 

Standardised Forms prescribed for show-cause notice and appeal 

mailto:info@a2ztaxcorp.com


 

                                                                                                                                                                                                              Page 44 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

The Rules also prescribe standard formats to ensure procedural consistency. 

Form-I has been prescribed for issuance of a show-cause notice in respect of alleged contraventions of the 
APEDA Act, while Form-II has been prescribed for filing an appeal against the order of the Adjudicating 
Officer. 

The notification establishes a structured and time-bound framework for adjudication of penalties and appeals 
under the APEDA Act, including clear provisions relating to notice, opportunity of hearing, evidence, passing 
of reasoned orders and appellate review. 

For Notification Click Here   
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Government Revises Import Policy for Clear Float Glass; Minimum Import Price of ₹34,000 per MT 

Introduced for One Year 

The Government of India has amended the Import Policy and Policy Conditions governing imports of Clear 
Float Glass of thickness ranging from 4 mm to 12 mm, falling under ITC (HS) Codes 70051090 and 
70052990 under Chapter 70 of Schedule-I (Import Policy) of ITC (HS), 2022. 

The Directorate General of Foreign Trade (DGFT), Department of Commerce, Ministry of Commerce & 
Industry, has issued Notification No. 29/2026-27 dated August 18, 2026 in exercise of powers conferred 
under Sections 3 and 5 of the Foreign Trade (Development & Regulation) Act, 1992, read with paragraphs 1.02 
and 2.01 of the Foreign Trade Policy, 2023, as amended from time to time. 

Under the revised policy, the import status of goods falling under ITC (HS) Code 70051090 – “Other”, under 
non-wired glass having an absorbent, reflecting or non-reflecting layer, has been changed from “Free” to 
“Restricted”. However, imports under the said tariff line will continue to be “Free” where the CIF value is 
₹34,000 and above per Metric Tonne (MT). 

Similarly, the import policy for goods falling under ITC (HS) Code 70052990 – “Other: Other”, covering other 
non-wired glass, has also been revised from “Free” to “Restricted”. Imports under this tariff line will, however, 
remain “Free” where the CIF value is ₹34,000 and above per MT. 

Accordingly, the Government has effectively introduced a Minimum Import Price (MIP) of ₹34,000 per MT 
on the specified Clear Float Glass products. Imports below the prescribed CIF value will fall under the 
“Restricted” import category, while consignments meeting or exceeding the stipulated value will continue to 
be permitted under the “Free” import policy. 

 

mailto:info@a2ztaxcorp.com


 

                                                                                                                                                                                                              Page 46 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

The Notification further provides that the Minimum Import Price condition will not apply to imports made 
by Advance Authorisation holders, Export Oriented Units (EOUs) and units located in Special Economic 
Zones (SEZs), subject to the condition that imported inputs falling under the specified ITC (HS) Codes are not 
sold into the Domestic Tariff Area (DTA). 

The MIP condition introduced through the Notification will remain applicable for a period of one year from 
the date of publication of the Notification. 

The amendment covers Clear Float Glass of 4 mm to 12 mm thickness falling under ITC (HS) Codes 70051090 
and 70052990, and forms part of the Government’s revision of the import policy and associated policy 
conditions under Chapter 70 of Schedule-I of ITC (HS), 2022. 

For Notification Click Here   

Government amends FTP 2023 to facilitate export invoicing and realisation in Indian Rupees 

The Government has amended Paras 2.52 and 2.53 of the Foreign Trade Policy (FTP) 2023 to align the 
provisions relating to denomination of export contracts and eligibility for FTP benefits in respect of export 
realisations in Indian Rupees with the applicable Foreign Exchange Management Regulations. 

The amendments have been notified by the Directorate General of Foreign Trade (DGFT), Department of 
Commerce, Ministry of Commerce & Industry, through Notification No. 30/2026-27 dated 20 August 2026, 
and have come into force with immediate effect. 

Export contracts and invoices may be denominated in foreign currency or Indian Rupees 

Under the revised Para 2.52 – Denomination of Export Contracts, all export contracts and invoices, other 
than those involving member countries of the Asian Clearing Union (ACU), may be denominated either in 
foreign currency or Indian Rupees. 

Correspondingly, export proceeds from such transactions may also be realised either in any foreign currency 
or in Indian Rupees. 

The revised provision provides a clearer framework for exporters to undertake international trade 
transactions in INR, while retaining the option of foreign currency denomination and settlement, subject to 
the applicable regulatory framework. 

Separate framework prescribed for Asian Clearing Union member countries 

For export contracts involving member countries of the Asian Clearing Union, other than Nepal and Bhutan, 
the contracts are required to be denominated in a currency determined by the ACU. 
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However, such transactions may also be denominated and settled in accordance with directions issued by 
the Reserve Bank of India from time to time. 

Special provisions retained for exports involving Nepal and Bhutan 

Under the revised Para 2.52, export contracts involving Nepal and Bhutan are to be denominated and settled 
in Indian Rupees, or in accordance with directions issued by the Reserve Bank of India from time to time. 

Further, export contracts and invoices undertaken under EXIM Bank/Government of India Lines of Credit 
may also be denominated in Indian Rupees. 

FTP benefits extended to eligible export realisations in Indian Rupees 

The Government has also substantially revised Para 2.53 – Applicability of FTP Schemes for Export 
Realisations in Indian Rupees. 

Under the amended provision, exports to any country other than Nepal and Bhutan, for which export 
proceeds are realised in Indian Rupees through banking channels by way of credit to the INR accounts of 
persons resident outside India, opened in accordance with the applicable Foreign Exchange Management 
(Deposit) Regulations, will be eligible for export benefits and incentives under the Foreign Trade Policy. 

Such exports will also be eligible for fulfilment of Export Obligations under the FTP at par with exports where 
proceeds are realised in foreign currency. 

INR export realisations placed at par with foreign currency for FTP benefits 

The revised provisions provide that eligible exports for which proceeds are realised in Indian Rupees through 
the prescribed banking mechanism will be treated at par with exports realised in foreign currency for the 
purpose of benefits, incentives and fulfilment of Export Obligations under the Foreign Trade Policy. 

The amendment therefore provides a broader policy framework for recognising eligible INR-denominated and 
INR-settled export transactions under various FTP schemes, subject to compliance with the applicable foreign 
exchange regulations. 

Existing safeguards for exports to Iran to continue 

In the case of exports to Iran, the revised provisions relating to export realisation in Indian Rupees will 
continue to apply subject to compliance with Para 2.19 of the Foreign Trade Policy 2023. 

FTP provisions aligned with FEMA regulations 
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The effect of Notification No. 30/2026-27 is to align Paras 2.52 and 2.53 of FTP 2023 concerning the 
denomination of export contracts and eligibility for FTP benefits on INR export realisations with the Foreign 
Exchange Management (Manner of Receipt and Payment) Regulations, 2023. 

The amendment creates a harmonised policy framework between the Foreign Trade Policy and the foreign 
exchange regulations governing the manner in which international trade payments may be received and 
settled. 

The Notification has been issued in exercise of powers conferred under Sections 3 and 5 of the Foreign Trade 
(Development & Regulation) Act, 1992, read with Paragraphs 1.02 and 2.01 of the Foreign Trade Policy 2023, 
and with the approval of the Minister of Commerce and Industry. 

For Notification Click Here   

Government allows duty-free import of 10 lakh MT Raw Sugar under TRQ till 31 October 2026 

The Government has amended the import policy for Raw Sugar classified under Exim Code 170114 of Chapter 
17 of Schedule-I (Import Policy) of ITC (HS), 2022, allowing import of 10 lakh metric tonnes (MT) of Raw 
Sugar duty-free under a Tariff Rate Quota (TRQ) up to 31 October 2026. 

The amendment has been notified by the Directorate General of Foreign Trade (DGFT), Department of 
Commerce, Ministry of Commerce & Industry, through Notification No. 31/2026-2027 dated 20 August 
2026. 

Import of Raw Sugar to remain ‘Free’ subject to 10 lakh MT TRQ 

Under the revised policy condition, the import policy for Raw Sugar falling under Exim Code 170114, which is 
classified as “Free”, will now be subject to a Tariff Rate Quota of 10 lakh MT on a duty-free basis up to 31 
October 2026, subject to the conditions prescribed by the Government. 

The policy amendment has been issued in exercise of powers conferred under Section 3 of the Foreign Trade 
(Development and Regulation) Act, 1992, read with Paragraphs 1.02 and 2.01 of the Foreign Trade Policy, 
2023. 

One-time conversion from Advance Authorisation to TRQ Scheme 

In addition to the 10 lakh MT TRQ, the Government has also provided a one-time option for conversion of 
Advance Authorisations already issued under SION E52 from the Advance Authorisation Scheme to the 
Tariff Rate Quota Scheme. 

The conversion facility will be available in respect of the quantity of Raw Sugar actually imported under the 
Advance Authorisations up to the date of the Notification. 
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The facility will cover refined sugar already produced as well as refined sugar yet to be produced from the 
imported Raw Sugar available under the concerned Advance Authorisation. 

Conversion subject to payment of exempted GST 

The one-time conversion from the Advance Authorisation Scheme to the TRQ Scheme will be subject to 
payment of the exempted GST availed at the time of import. 

Further, refined sugar manufactured out of the imported Raw Sugar covered under the conversion facility will 
be required to be sold in the domestic market by 31 October 2026, along with compliance with such other 
conditions as may be prescribed. 

DGFT to prescribe detailed procedure through Public Notice 

The Notification provides that the DGFT will separately prescribe the procedure for administration of the 
Tariff Rate Quota and for the one-time conversion from the Advance Authorisation Scheme to the TRQ 
Scheme through a Public Notice. 

Accordingly, the operational modalities, including the application process, eligibility requirements, allocation 
mechanism and compliance conditions, will be governed by the procedure prescribed by DGFT. 

Policy measure enables 10 lakh MT duty-free Raw Sugar imports 

The effect of Notification No. 31/2026-2027 is that the import policy for Raw Sugar has been amended to 
permit 10 lakh MT of duty-free imports under the Tariff Rate Quota mechanism up to 31 October 2026. 

At the same time, eligible Advance Authorisation holders under SION E52 have been given a one-time 
opportunity to migrate the quantity of Raw Sugar already imported under their authorisations to the TRQ 
Scheme, subject to fulfilment of the stipulated conditions. 

The measure provides a defined framework for duty-free import of Raw Sugar under the TRQ while also 
facilitating the transition of eligible imports made under the Advance Authorisation Scheme. 

For Notification Click Here   

Government announces modalities for import of 10 lakh MT Raw Sugar under TRQ; one-time conversion 

from Advance Authorisation Scheme permitted 

The Directorate General of Foreign Trade (DGFT), Department of Commerce, Ministry of Commerce & 
Industry, Government of India, has notified detailed modalities for the application and distribution of Tariff 
Rate Quota (TRQ) for import of 10 lakh metric tonnes (MT) of Raw Sugar, along with a one-time facility for 
conversion from the Advance Authorisation (AA) Scheme to the TRQ Scheme. 
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The modalities have been prescribed through Public Notice No. 24/2026-2027 dated 20 August 2026, issued 
in exercise of powers conferred under Paragraphs 1.03 and 2.04 of the Foreign Trade Policy, 2015-2020. The 
Public Notice operationalises the TRQ mechanism for import of Raw Sugar under the relevant Government 
notification issued in August 2026. 

Applications for TRQ open from 21–28 August 2026 

Under the prescribed modalities, online applications for allocation of the Raw Sugar TRQ have been invited 
from millers and refiners having their own functional capacity to convert raw sugar into white/refined 
sugar. The application window will remain open from 21 August 2026 to 28 August 2026. 

Applications for grant of TRQ authorisation are required to be submitted online through the DGFT website 
under the Import Management System – Tariff Rate Quota (TRQ). Applicants will also be required to furnish 
a self-declaration regarding their refining capacity along with supporting evidence, including a copy of the 
Consent to Operate issued by the State Pollution Control Board or any other document establishing the 
refining capacity of the applicant. 

DGFT has stipulated that information furnished in the applications will be subject to scrutiny. Any 
misdeclaration may lead to suspension of the Importer Exporter Code (IEC) and penal action under the Foreign 
Trade (Development and Regulation) Act, 1992, along with the applicable rules and orders. 

Preference to importers completing imports by 15 October 2026 

While allocating the quota, preference will be given to importers who undertake to complete the import of 
Raw Sugar by 15 October 2026. 

The Exim Facilitation Committee (EFC) will evaluate the applications taking into consideration factors 
including the refining capacity of the units, the quantity sought by applicants, their import history and other 
relevant considerations. 

Upon allocation of the quota, TRQ holders will be required to submit details of the Letter(s) of Credit or 
confirmed contracts to DGFT within 15 days of obtaining the TRQ authorisation by filing an amendment 
application against the authorisation. 

Unutilised TRQ quantity may be surrendered and reallocated 

TRQ holders will be required to utilise their allotted quantity for import within the prescribed period. However, 
an authorisation holder may surrender any unutilised quantity within 15 days from the date of issue of the 
TRQ authorisation, subject to payment of an amount equivalent to 0.5 per cent of the CIF value of the 
surrendered quantity. 

Any quantity surrendered by a TRQ holder may subsequently be reallocated by DGFT. 
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Failure to either utilise or surrender the allotted quantity within the prescribed period will constitute non-
compliance with the conditions of the TRQ authorisation. Such cases may attract action under the FT(D&R) 
Act, 1992, including cancellation or reduction of allocation and restriction from future TRQ allocations. 

Imported Raw Sugar to be processed at TRQ holder’s own facility 

The Public Notice further provides that all Raw Sugar imported under the TRQ must be processed at the TRQ 
holder's own facility. 

For every 1.05 kg of Raw Sugar covered under the TRQ authorisation, the holder is required to produce and 
sell 1 kg of Refined Sugar in the domestic market by 31 October 2026. 

The imported Raw Sugar must accordingly be converted into white/refined sugar within a reasonable period 
after import and, in any event, sufficiently in advance to enable its sale in the domestic market by the 
stipulated deadline of 31 October 2026. 

Non-compliance with these conditions may invite action permissible under law, including payment of 
applicable Customs duty and interest, wherever applicable. 

One-time conversion from Advance Authorisation to TRQ Scheme 

As an additional facilitation measure, the Government has provided a one-time option for conversion of 
Advance Authorisations already issued under SION E52 from the Advance Authorisation Scheme to the TRQ 
Scheme. 

The conversion will be available in respect of the quantity of Raw Sugar actually imported under such Advance 
Authorisations up to the date of the relevant Government notification. The facility will cover refined sugar 
already produced as well as refined sugar yet to be produced from the imported Raw Sugar available under 
the Advance Authorisation. 

The conversion will be subject to payment of the exempted GST availed at the time of import. Further, 
refined sugar manufactured from such imported Raw Sugar will have to be sold in the domestic market by 31 
October 2026, subject to the prescribed conditions. 

AA holders to apply during 21–28 August 2026 

Advance Authorisation holders seeking the one-time conversion facility will be required to submit their 
applications through the DGFT website under the Import Management System – Tariff Rate Quota (TRQ) 
during the same application window, i.e. 21 August 2026 to 28 August 2026. 

Such applicants are required to submit, inter alia, a copy of the valid Advance Authorisation issued for SION 
E52, proof of GST paid against the quantity of Raw Sugar proposed for conversion, and self-certified  
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statements indicating the quantity and value of Raw Sugar imported, Refined Sugar exported against the 
relevant Advance Authorisation and the balance quantity of Raw Sugar available for processing after 
accounting for quantities already utilised. 

Domestic sale and reporting requirements 

For Raw Sugar brought under the converted TRQ authorisation, the same conversion norm will apply: for 
every 1.05 kg of Raw Sugar, 1 kg of Refined Sugar must be produced and sold in the domestic market by 31 
October 2026. 

TRQ holders availing the conversion facility will also be required to submit a statement of GST invoices 
evidencing domestic sale of Refined Sugar, indicating the quantity sold in the domestic market. Such 
statements are to be furnished on or before the 1st and 15th day of the month, with the final statement to 
be submitted by 1 November 2026. 

Refined sugar already produced, or subsequently produced from eligible imported Raw Sugar, must be sold in 
the domestic market within the prescribed period. Failure to comply with the conditions of conversion or to 
furnish the prescribed documents may result in cancellation of the conversion/TRQ authorisation and further 
action as permissible under law. 

The DGFT has also reserved the right to amend, modify, relax or withdraw any provision of the Public Notice, 
as may be considered necessary, subject to the Foreign Trade Policy and applicable law. 

For Public Notice Click Here   
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Income Tax 

Important Notifications, Circulars of the week 

 

CBDT Notifies Foreign Assets of Small Taxpayers–Disclosure Scheme Rules, 2026; One-Time Window for 

Eligible Taxpayers to Regularise Specified Foreign Assets and Income; with detailed FAQs 

The Central Government has notified the Foreign Assets of Small Taxpayers–Disclosure Scheme Rules, 2026 
through G.S.R. 732(E), dated 14 August 2026, in exercise of the powers conferred by section 143 of the 
Finance Act, 2026. The Rules have been issued vide Notification No. 114/2026/F. No. 370142/18/2026-TPL 
and have come into force with effect from 16 August 2026. The Scheme forms part of Chapter IV, comprising 
sections 130 to 144 of the Finance Act, 2026. 

The Foreign Assets of Small Taxpayers–Disclosure Scheme, 2026 (FAST-DS) is a one-time voluntary 
disclosure mechanism intended to enable eligible taxpayers to declare specified undisclosed foreign assets, 
undisclosed foreign income or foreign assets which, though acquired out of explained/taxed sources or during 
a period of non-residence, were not disclosed in the relevant schedules of the income-tax return. The 
accompanying FAQs issued on the Scheme explain its operation, eligibility conditions, valuation principles, 
payment requirements and legal consequences in a taxpayer-friendly manner. 

The Rules specify 31 March 2026 as the valuation date for determining the fair market value of assets 
proposed to be declared. The prescribed last date for filing a declaration is 31 December 2026, and no 
declaration can be filed after that date. The prescribed income-tax authority for administration of the Scheme 
is the Principal Director General of Income-tax (Systems) or the Director General of Income-tax (Systems), 
as the case may be, and the process is envisaged to be undertaken electronically. 

The FAQs clarify that eligibility is not confined only to persons who are presently resident in India. An assessee 
who is resident in India in the relevant previous year may avail the Scheme. A person who is presently non- 
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resident or Resident but Not Ordinarily Resident (RNOR) may also be eligible where such person was resident 
in India in the previous year to which the undisclosed foreign income relates or in the previous year in which 
the undisclosed foreign asset was acquired. The residential status for the relevant year is required to be 
appropriately reported in Form 1. 

A declaration may, subject to the statutory conditions, be made where the assessee had failed to furnish the 
return of income, had furnished a return but failed to disclose the relevant foreign asset or income, or where 
such asset or income had escaped assessment. The FAQs further clarify that declarations may relate to any 
previous year, provided the income or asset falls within the categories specified in section 133 and satisfies 
the monetary limits and other conditions of the Scheme. 

The Scheme broadly provides for two categories of disclosures. The first category covers an undisclosed asset 
located outside India and/or undisclosed foreign income that had not been offered to tax. For this category, 
the aggregate value of the undisclosed foreign asset as on 31 March 2026 together with the undisclosed 
foreign income should not exceed ₹1 crore. The second category covers specified foreign assets which were 
acquired from income earned while the assessee was a non-resident, or from income which had already been 
offered to tax in India, but which were not disclosed in the relevant foreign asset schedule of the return after 
the disclosure obligation arose. For this category, the aggregate value of the eligible foreign assets should not 
exceed ₹5 crore. 

In respect of the first category under serial number 1 of the Table in section 133, the amount payable consists 
of tax at 30 per cent of the value of the undisclosed foreign asset or undisclosed foreign income, as applicable, 
together with an additional amount equal to 100 per cent of such tax. Thus, the aggregate outgo works out 
to 60 per cent of the amount/value declared under this category. The Rules illustrate that where a foreign 
bank account is valued at ₹60 lakh and undisclosed foreign income amounts to ₹20 lakh, the aggregate 
declaration is ₹80 lakh; tax at 30 per cent is ₹24 lakh and the additional amount equal to the tax is ₹24 lakh, 
resulting in a total amount payable of ₹48 lakh. 

For the second category under serial number 2 of the Table in section 133, a flat fee of ₹1 lakh is payable 
where the aggregate value of the covered foreign assets does not exceed ₹5 crore. The Rules illustrate a case 
of a foreign plot valued at ₹3 crore, acquired from income earned abroad while the assessee was a non-
resident and subsequently omitted from the relevant return schedule, as being eligible on payment of the ₹1 
lakh fee. However, where the aggregate value of assets falling in this category exceeds ₹5 crore—for example 
₹6.5 crore—the taxpayer is not eligible to make a declaration under this category. 

The Rules prescribe detailed fair market value (FMV) provisions for different classes of foreign assets. As a 
broad principle, for assets such as bullion, jewellery, precious stones, artistic works, immovable property and 
specified other assets, the FMV is generally the higher of the cost of acquisition and the price that the asset 
would ordinarily fetch in the open market on the valuation date. A valuation report may be obtained from a 
valuer recognised by the Government, or an agency of the Government, of the country or specified territory 
concerned. Where the prescribed market valuation is not carried out, the indexed cost of acquisition is 
deemed to be the FMV, wherever so provided in Rule 3. 
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For quoted shares and securities, the FMV is the higher of cost of acquisition and the average of the lowest 
and highest quoted prices on an established securities market on the valuation date. Where there is no trading 
on that date, the corresponding average price on the immediately preceding trading date is taken. Unquoted 
equity shares are valued according to the prescribed net-asset-based formula, while unquoted shares or 
securities other than equity shares are generally valued with reference to the higher of their acquisition cost 
and open-market value, subject to the detailed provisions of Rule 3. 

A specific valuation method has been prescribed for a foreign bank account. Its value is ordinarily the sum of 
deposits made into the account from the date of opening up to the valuation date. Where the bank account 
had earlier been declared under Chapter VI of the Black Money Act, 2015 and tax and penalty had been 
charged on the value so computed, deposits made after the earlier declaration are taken into account. 
Deposits representing re-deposit of amounts withdrawn from the same account are excluded so as to prevent 
double counting. The Rules and FAQs illustrate this methodology through examples resulting in values 
of US$4,900 in an ordinary case and US$3,100 where the earlier deposits had already been covered by a 
declaration under the Black Money Act, with such amounts thereafter being converted into rupees as on 31 
March 2026. 

In the case of an interest in a foreign partnership firm, association of persons or limited liability partnership, 
the net assets are first determined as on the valuation date. The portion corresponding to capital is allocated 
among partners or members in proportion to their capital contribution, while the residual net assets are 
allocated in accordance with the dissolution provisions of the governing agreement or, in the absence of such 
provisions, in the profit-sharing ratio. For residuary assets not covered by a specific valuation method, FMV is 
generally the higher of cost/amount invested and arm’s-length open-market value, subject to the indexed-
cost rule where applicable. 

The Rules also contain safeguards against double counting where one foreign asset is converted into 
another. Where consideration from transfer of an old asset, or withdrawal from a bank account, is invested 
in a new asset, the value of the old asset/bank account is reduced by the amount invested in the new asset, 
while the new asset is separately valued under the applicable valuation rule. For an asset other than a bank 
account which had been transferred before the valuation date, the Rules prescribe valuation with reference 
to the higher of cost and sale price; special treatment applies where the transfer was without consideration 
or for inadequate consideration. 

All reportable values are to be expressed in Indian Rupees. Where the foreign currency is one of the permitted 
currencies designated by the Reserve Bank of India under the Foreign Exchange Management (Deposit) 
Regulations, 2016, conversion is to be made at the RBI reference rate on the valuation date. For other 
currencies, the amount is first converted into US Dollars at the rate specified by the concerned country’s 
central bank, or another regulated bank where necessary, and thereafter converted from US Dollars into 
Indian Rupees at the RBI reference rate on the valuation date. 

The Scheme also provides a limited valuation protection. In respect of assets other than bank accounts, where 
the FMV declared in Form 1 differs from the value subsequently determined by the Assessing Officer or  
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another income-tax authority, a variance not exceeding 20 per cent of the FMV declared will not, merely on 
account of that variance, make the declaration invalid or void on the ground of misrepresentation, 
suppression of facts or furnishing of false material particulars. 

A declaration is required to be furnished electronically in Form 1. Form 1 captures the declarant’s basic 
particulars including name, address, PAN and, where applicable, passport particulars; the type and nature of 
asset/income, relevant previous year, residential status, evidence regarding acquisition of the asset or earning 
of income and the applicable valuation details. The prescribed Annexure separately provides for bank 
accounts, immovable property, jewellery, artistic works, quoted and unquoted shares and securities, other 
assets and foreign income. Multiple assets and income items may be included by repeating the relevant fields. 
Where the declarant claims non-resident status for any year covered by the declaration, passport details are 
required to be furnished. 

Supporting records assume importance under the electronic filing framework. The FAQs clarify that the 
declarant is required to upload documents evidencing acquisition of the asset or earning of income and, 
wherever valuation is undertaken, the relevant valuation report—for example in the case of immovable 
property, jewellery, artistic works, unquoted shares and securities and other assets. Form 1 also contains a 
verification that the information furnished is correct and complete and that the provisions governing cases in 
which the Scheme is unavailable are not attracted. 

After electronic verification of Form 1, the prescribed income-tax authority will communicate the amount 
payable through an electronic order in Form 2. The FAQs state that Form 2 is to be issued within one month 
from the end of the month in which the declaration is made. The amount specified in Form 2 is ordinarily 
required to be paid within two months from the end of the month in which the order is received. 

Where the declarant is unable to make full payment within the initial two-month period, payment may be 
made during a further period not exceeding two months, subject to simple interest at one per cent for every 
month or part thereof of delay on the outstanding amount. The prescribed Form 3 expressly accommodates 
the initial amount paid, outstanding amount, delayed instalments and interest, and the Rules clarify 
that payments under the Scheme may be made in parts. Failure to make payment within the permissible 
outer period results in loss of the benefit of the Scheme for the declaration concerned.  
20. After payment, the declarant is required to furnish an electronic intimation in Form 3, together with proof 
of payment and details of interest, if any. On finding the payment to be in accordance with the Form 2 order, 
the income-tax authority issues Form 4, certifying the validity of the declaration and payment. The FAQs 
specify that Form 4 is to be issued electronically within one month from the end of the month in which the 
payment intimation is received. Forms 1, 2 and 3 are to be annexed when Form 4 is issued as a single 
document. 

The Rules empower the Principal Director General of Income-tax (Systems) or Director General of Income-tax 
(Systems) to lay down the data structure, standards and procedures for electronic furnishing and 
verification of Forms 1 to 4, including verification through digital signature where applicable or electronic  
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verification code in other cases. The Systems Directorate is also responsible for appropriate security, archival 
and retrieval policies in relation to these electronic forms. 

A valid declaration followed by payment carries significant statutory consequences. As clarified in the FAQs 
and reflected in Form 4, immunity is available, subject to the provisions of Chapter IV of the Finance Act, 2026, 
from the levy of further tax or penalty and from prosecution under the Black Money (Undisclosed Foreign 
Income and Assets) and Imposition of Tax Act, 2015, in relation to the income or asset validly declared. The 
FAQs further clarify that the declared income or investment in the declared asset will not again be included in 
the taxpayer’s total income under the Income-tax Act or the Black Money Act. 

At the same time, the declaration does not provide a route for reopening benefits already settled in earlier 
proceedings. In respect of the declared income or asset or the amount paid under the Scheme, the declarant 
cannot claim rectification or revision of an assessment already made, or claim set-off or relief in an appeal, 
reference or other proceeding relating to such assessment. Where assessment proceedings under the 
Income-tax Act or the Black Money Act are already pending in respect of the declared income or asset, the 
Assessing Officer is required to take the declaration into account while finalising the assessment. 

The Scheme is, however, not available in specified excluded cases. The FAQs clarify that it does not apply to 
income or assets which directly or indirectly represent proceeds of crime in respect of which proceedings 
have been initiated or are pending under the Prevention of Money-laundering Act, 2002. It is also 
unavailable for income or assets relating to an assessment year for which assessment proceedings have 
already been completed under the Black Money Act, 2015. 

The detailed Rules and the accompanying FAQs thus provide an end-to-end framework—from determining 
eligibility and valuing different categories of foreign assets to electronic declaration, determination and 
payment of the amount due and final certification. Eligible taxpayers intending to avail themselves of the one-
time facility are required to carefully determine the applicable category, aggregate the relevant assets and 
income for the prescribed threshold, compute the value as on 31 March 2026, maintain the necessary 
supporting documentation and complete the electronic declaration on or before 31 December 2026. 

The notification and FAQs particularly seek to facilitate compliance by small taxpayers having foreign assets 
or income where past taxability or disclosure requirements were not fully complied with, while providing a 
structured route for declaration, valuation, payment and closure within the statutory framework of the 
Finance Act, 2026. Taxpayers are advised to examine the statutory provisions, the Foreign Assets of Small 
Taxpayers–Disclosure Scheme Rules, 2026 and the accompanying FAQs in their entirety while determining 
eligibility and making a declaration. 

For Notification Click Here 
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Important Press Releases of the week 
 

 

Income Tax Department undertakes verification of suspicious foreign remittances 
 

Based on ground intelligence and analysis of data on outward foreign remittances, the Income Tax 
Department has identified several suspicious entities that remitted large amounts of foreign exchange over 
the last three years. A nationwide network of entities engaged in remitting funds abroad was uncovered 
during a search operation conducted on a group of fictitious charitable trusts involved in providing 
accommodation entries against bogus donations/contributions. Preliminary ground verification revealed that 
the entities making these remittances were either non-filers or were filing income-tax returns showing very 
small turnovers. The turnovers had no apparent correlation with the large amounts of money being remitted 
abroad. They also did not appear to match the stated purpose of the remittances, such as payment for freight, 
import of software, or import of consulting services. Further ground-level intelligence revealed that these 
entities were not actually operating from the addresses declared by them. 

Further analysis of the data also revealed that a large number of Form 15CB certificates were issued by a 
relatively small group of professionals. The remitted funds were also received by a clustered group of entities. 
Form 15CB, read with Rule 37BB of the Income-tax Rules, 1962 (corresponding to Form 146 read with Rule 
220 of the Income-tax Rules, 2026), requires the Accountant certifying a foreign remittance to verify its 
taxability with reference to the books of account and other relevant documents. However, the findings raise 
concerns about whether adequate due diligence was carried out by the Accountants before issuing these 
certificates. 

On 18.08.2026, the Department launched a nationwide detailed verification exercise to verify these foreign 
remittances, focussing on shell entities, the persons behind them, and the professionals who have issued Form 
15CB certificates. Entities located in districts along the country’s land borders and remitting significant  
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amounts of money abroad have also been covered in the exercise. The exercise has covered approximately 
394 entities (including 117 entities located in land-border States), and 36 professionals. 

The Department emphasises that Accountants issuing certificates in Form 15CB/Form 146 are expected to 
exercise due care, diligence and professional judgment. They should properly examine the underlying 
transactions and relevant facts before certifying the remittances, as these certifications play an important role 
in maintaining trust in the system. 

Further investigations are currently underway. 

For Press Release Click Here   
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Important Updates of the week  

 

Income Tax Department Releases ITR-7 Offline Utility for AY 2026-27 

The Income Tax Department has released the ITR-7 Offline Utility for Assessment Year 2026-27 for filing of 
returns by persons, including companies, required to furnish returns under sections 139(4A), 139(4B), 139(4C) 
or 139(4D) of the Income-tax Act. 

The Offline Utility Version 1.0.0 and Mac Utility Version 1.0.0 were released on 14 August 2026. The Excel-
Based Utility Version 1.1, JSON Schema and validation rules are also available on the Income Tax e-Filing 
portal. 

Eligible taxpayers are advised to use the latest utility and validation rules while filing ITR-7 for AY 2026-27. 

ITR 7 

For persons including companies required to furnish return under sections 139(4A) or 139(4B) or 139(4C) or 
139(4D) only 

Document: Utility (Version 1.0.0) (38.9 MB) 

Date of release of latest version of utility 14-Aug-2026 

Date of release of first version of utility 14-Aug-2026 

Document: Utility for MAC (Version 1.0.0) (66.5 MB) 
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Date of release of latest version of utility 14-Aug-2026 

Date of release of first version of utility 14-Aug-2026 

To Know more Click Here 

Why Delhi HC has directed not to process ITRs of Supreme Court and High Court Judges’ under new tax 

regime 

The Delhi High Court has directed the Income Tax Department not to process the income tax returns of judges 
of the High Court and the Supreme Court amid a dispute over the exemption of certain allowances under the 
new tax regime. 

A bench of Justices Dinesh Mehta and Rajneesh Kumar Gupta has asked the private secretaries of judges who 
have filed their returns under the new income tax regime to share details of such returns with the authorities, 
including their PAN numbers. 

The directions came in two orders passed on July 22 and August 10 in a petition filed by the Delhi Tax Bar 
Association. 

Case background 

The matter is Delhi Tax Bar Association v. Union of India & Anr., concerning the CBDT’s Office Memorandum 
dated September 12, 2025. The Delhi Tax Bar Association challenged the CBDT’s position that the tax benefit 
in respect of specified judicial allowances is available only under the old tax regime.  Senior Advocate is 
appearing in the case. 

The provisions at the centre of the dispute are: 

 Section 22D of the High Court Judges (Salaries and Conditions of Service) Act, 1954 
 Section 23D of the Supreme Court Judges (Salaries and Conditions of Service) Act, 1958 
 Section 115BAC of the Income-tax Act, 1961, which deals with the new tax regime. 

The disputed benefits include allowances and facilities such as rent-free official residence, conveyance, 
sumptuary allowance and leave travel concession (LTC). 

The interesting point is the distinction between “income which is exempt from tax” and “a receipt which is 
not included in the computation of income in the first place.” 

The petitioner’s argument is that Sections 22D and 23D do not merely grant an exemption or deduction under 
the Income-tax Act. They contain specific statutory provisions governing the salary and allowances of judges 
and, therefore, the relevant amounts should not form part of taxable salary in the first place. 
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This becomes particularly important under the new tax regime, where Section 115BAC restricts various 
exemptions and deductions. The question is whether those restrictions can override a specific statutory 
provision contained in the Judges’ Acts. The Delhi High Court is examining precisely this interaction. 

The CBDT, in its September 12, 2025 memorandum, had taken the view that these allowances would not be 
exempt for judges opting for the new tax regime, as the regime does not permit several exemptions and 
deductions available under the old regime. The Tax Bar Association, however, has argued that the disputed 
amounts are not exemptions or deductions but are specifically excluded from the computation of salary under 
the Judges’ Acts. 

Interim position 

At the interim stage, the Court has allowed the affected judges to file or revise their returns by treating the 
disputed amounts as receipts that are not in the nature of income, while directing that such returns should 
not be processed pending further orders. 

The issue subsequently became practical because ITR processing is automated. The Court therefore sought to 
identify details of the returns so that the Department could ensure that the relevant returns remained 
unprocessed. 

During the August 10 hearing, the Income Tax Department’s counsel informed the Court that ITRs are 
processed electronically and that the system cannot automatically identify whether a return belongs to a 
sitting judge. The counsel also told the Court that there was a possibility that around 98 percent of returns 
could be processed without human intervention by the end of August. This prompted the Court to seek the 
PAN numbers and other identifying details of judges who had filed their returns under the new regime. 

The Court’s interim directions are aimed at ensuring that such returns are not inadvertently processed while 
the legal issue remains pending. The latest order also provides practical protection in cases where a return 
may already have been processed, with the tax consequences kept subject to the final outcome of the 
proceedings. 

Importantly, this is an interim and procedural protection and not a final declaration that the allowances are 
tax-free. The substantive issue remains to be adjudicated. 

An tax expert said: “The distinction between an ‘exemption or deduction’ and a statutory exclusion of income 
assumes significance because Section 115BAC restricts several exemptions and deductions under the new 
regime. The key question before the Court is whether those restrictions can override a specific statutory 
provision contained in the Judges’ Acts. 

“The interim protection granted by the Delhi High Court should therefore not be viewed as a final ruling on 
taxability. Rather, it preserves the position of the affected taxpayers while the Court examines the interaction 
between the special statutory provisions governing judicial allowances and the new tax regime. The eventual  
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ruling could provide useful guidance on the broader principle of how specific statutory exclusions interact with 
the provisions of the Income-tax law.” 

To Know more Click Here 

NRI’s Dubai life insurance payout triggered ₹40 lakh tax dispute, why ITAT ruled in his favour 

An Indian resident who bought a life insurance policy while working in Dubai has won a tax dispute after the 
Income Tax Appellate Tribunal ruled that the maturity proceeds could not be treated as undisclosed foreign 
income under the Black Money Act. 

The Delhi Bench of the ITAT, in the case of Sarvesh Naidu for Assessment Year 2017-18, deleted an addition 
of ₹40.03 lakh made by the tax department under the Black Money (Undisclosed Foreign Income and Assets) 
and Imposition of Tax Act, 2015. 

The tribunal also held that the exemption under Section 10(10D) of the Income-tax Act could not be denied 
merely because the life insurance policy had been issued by a foreign insurer. 

Why the tax department flagged the Dubai insurance payout 

Naidu received $52,896.76, equivalent to about ₹35.25 lakh, when his foreign life insurance policy matured in 
2016. He had not offered the maturity proceeds to tax in his return for AY 2017-18, claiming exemption under 
Section 10(10D) of the Income-tax Act. 

The tax department took a different view and treated the amount as an undisclosed foreign asset under the 
Black Money Act. The Assessing Officer also questioned the applicability of the Section 10(10D) exemption 
because the policy had been issued by a foreign insurer. 

The resulting addition was ₹40.03 lakh. 

The dispute eventually reached the Delhi ITAT, which examined both the tax treatment of the insurance 
proceeds and whether the policy could be considered an undisclosed foreign asset. 

NRI had bought the policy before returning to India 

Naidu worked in Dubai from April 2001 and was a non-resident for Indian tax purposes until July 2007. While 
he was working there, he and his wife jointly purchased a life insurance policy from Scottish Life International, 
an insurer based in the Isle of Man that later became RL360 Insurance Company Ltd. 

The policy was purchased on 4 March 2005, when Naidu was still a non-resident. The annual premium was 
$8,898. The initial premiums were paid from his salary earned in Dubai. 
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After returning to India in July 2007, Naidu continued paying the premiums from his Indian salary. The tribunal 
noted that the subsequent payments were made through his Indian bank accounts, including Citi Bank and 
later HDFC Bank. 

Naidu did not maintain an overseas bank account after returning to India. 

The policy eventually matured and the proceeds were credited to his HDFC Bank account on 24 June 2016. 

The key issue before the tribunal was whether an asset purchased while the taxpayer was a non-resident, 
using income that was not taxable in India, could subsequently be treated as an undisclosed foreign asset. 

ITAT explains why the foreign policy was not undisclosed 

The ITAT found that the source of the premium payments had been explained. 

The initial premiums were paid from Naidu’s Dubai salary during the period when he was a non-resident. That 
income was not chargeable to tax in India. The premiums paid after his return were funded from his taxable 
Indian salary. 

The tribunal also referred to CBDT Circular No. 13/2015 dated 6 July 2015. The circular clarifies that where a 
person acquired a foreign asset while being a non-resident using income that was not chargeable to tax in 
India, the asset would not be treated as an undisclosed foreign asset under the Black Money Act. 

The tribunal therefore held that the foreign insurance policy could not be treated as an undisclosed foreign 
asset merely because it was held abroad. 

The ITAT also rejected the tax department’s interpretation of Section 10(10D). The section does not stipulate 
that a life insurance policy must be issued by an Indian insurer for the exemption to apply. The tribunal held 
that a definition contained elsewhere in the Income-tax Act could not simply be imported into Section 10(10D) 
when the provision itself does not make such a reference. 

The tribunal consequently allowed Naidu’s appeal and deleted the ₹40.03 lakh addition. 

The case is relevant to NRIs and returning NRIs who hold insurance policies or other foreign assets acquired 
while they were living and working overseas. The ruling indicates that an overseas asset is not automatically 
an undisclosed foreign asset under the Black Money Act if its source can be explained and the funds used to 
acquire it were not taxable in India at the time. 

To Know more Click Here 

 

 

mailto:info@a2ztaxcorp.com
https://a2ztaxcorp.net/nris-dubai-life-insurance-payout-triggered-%e2%82%b940-lakh-tax-dispute-why-itat-ruled-in-his-favour/


 

                                                                                                                                                                                                              Page 65 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

Income Tax Dept flags ₹2.33 crore cash deposit; why taxpayers need a clear trail for large cash withdrawals 

Withdrawing a large amount of cash from a bank account and depositing it again months later can raise 
questions from the Income Tax Department. But a gap between the withdrawal and redeposit does not, by 
itself, establish that the later deposit is unexplained income. 

In a recent ruling, the Income Tax Appellate Tribunal (ITAT), Amritsar Bench, deleted a ₹2.33 crore addition 
made in the case of Bhupendra Flour Mills Pvt. Ltd. The tribunal found that the company had accounted for 
the earlier cash withdrawals and that the Revenue had not established that the withdrawn money had been 
used elsewhere. 

The case relates to Assessment Year 2017-18 and involves cash deposited during the 2016 demonetisation 
period. 

Why the ₹2.33 crore cash deposit came under scrutiny 

According to the ITAT order in ITA No. 54/ASR/2025, Bhupendra Flour Mills had withdrawn about ₹2.325 crore 
in cash from its SBOP bank account in Bathinda between July and October 2016. 

The company withdrew around ₹1.66 crore up to 31 August 2016. Another ₹41 lakh was withdrawn between 
15 and 19 September, while ₹22.50 lakh was withdrawn on 17 October. 

A few weeks later, during the demonetisation period in November 2016, the company deposited ₹2.33 crore 
in cash into a newly opened UCO Bank account at Parliament Street, New Delhi. 

The company told the tax authorities that the cash deposited in Delhi had come from the earlier withdrawals 
from its Bathinda bank account. 

The Assessing Officer questioned the company's explanation that the cash had been physically transported 
from Bathinda to Delhi. The department noted that the company had bank accounts at both locations and 
could have transferred the money through banking channels. 

The AO therefore treated the ₹2.33 crore cash deposit as unexplained money under Section 69A of the 
Income-tax Act. The Commissioner (Appeals) subsequently upheld the addition. 

What the ITAT found in the cash trail 

Bhupendra Flour Mills challenged the addition before the ITAT. 

The tribunal examined the company's bank statements and financial records. It noted that both the bank 
account from which the cash had been withdrawn and the account into which the cash was deposited were 
reflected in the company's financial statements. 

mailto:info@a2ztaxcorp.com


 

                                                                                                                                                                                                              Page 66 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

The SBOP bank statement showed cash withdrawals of approximately ₹2.325 crore before demonetisation. 
The subsequent deposit of ₹2.33 crore was also recorded in the company's accounts. 

The key issue before the tribunal was whether the Revenue had been able to establish that the cash 
withdrawn from the Bathinda bank account had actually been used elsewhere. 

The ITAT found that it had not. 

The tribunal referred to the Punjab and Haryana High Court's decision in Shiv Charan Dass vs CIT. The ruling 
supported the principle that where the Revenue cannot establish that cash withdrawn earlier was utilised 
elsewhere, it cannot reject the explanation for a subsequent deposit merely on the basis of assumptions. 

The ITAT consequently deleted the ₹2.33 crore addition. 

Why the time gap did not settle the issue 

The Revenue's case was substantially based on the circumstances surrounding the cash. The withdrawals took 
place between July and October, while the deposit happened during demonetisation in November. 

The department questioned why such a substantial amount would remain in cash for several months and why 
it was eventually deposited into a newly opened account in Delhi. 

However, the ITAT did not treat the time gap as conclusive evidence that the money had come from an 
undisclosed source. 

The tribunal's reasoning focused on the actual evidence available on record. The earlier withdrawals were 
reflected in the bank statement and accounts, while the Revenue had not produced concrete evidence 
showing that the withdrawn money had been spent or diverted elsewhere. 

The absence of evidence of an alternative utilisation became important to the tribunal's decision. 

In effect, the ITAT held that the department could not convert doubts about the manner in which the cash 
was held or moved into a finding that the subsequent deposit represented unexplained money. 

The case shows why taxpayers making substantial cash withdrawals should maintain proper records. Bank 
statements, books of account and cash records can become important when the source of a later cash deposit 
is questioned. 

To Know more Click Here 

 

 

mailto:info@a2ztaxcorp.com
https://a2ztaxcorp.net/income-tax-dept-flags-%E2%82%B92-33-crore-cash-deposit-why-taxpayers-need-a-clear-trail-for-large-cash-withdrawals


 

                                                                                                                                                                                                              Page 67 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

Wife buys husband's Rs 7.5 crore Mumbai property, ITAT allows tax benefit 

Buying a residential property from one's own spouse does not, by itself, make the transaction a colourable 
device to avoid tax, the Mumbai bench of the Income Tax Appellate Tribunal (ITAT) has held, allowing a 
woman's claim for exemption under Section 54F after she purchased a Mumbai property from her husband 
for Rs 7.5 crore. The tax tribunal held that the Income-tax (I-T) department could not deny the exemption 
merely on the basis of suspicion that the transaction between the spouses was designed to avoid tax, 
particularly when the transaction was carried out within the legal framework and the alleged business loss of 
the husband (which would help him set off the gains on sale of his flat against his losses) had arisen several 
months after the property transaction. 

The taxpayer had filed her return for the financial year 2020-21 declaring total taxable income of Rs 1.9 crore. 
Her gross income included long-term capital gains of Rs 8.31 arising from the transfer of unlisted shares. 
Against the capital gains, she claimed exemption of nearly Rs. 7 crore, under section 54F on account of 
investment in a residential property. 

This property based in a tony area of Juhu was purchased from a sole proprietorship concern of her husband 
for a sum of Rs 7.50 crore. The deed of transfer was dated March 30, 2021, registered on June 30, 2021, and 
the consideration was paid on May 27, 2021. 

She stated that the property she purchased was different from the house in which she was residing. She said 
the house she currently lived in was her husband's parental property and that the newly purchased property 
was acquired for her future security and was intended to be let out. She also explained the sources of funds 
used for the investment. 

The tax dispute arose because the property was purchased from her husband. The I-T officer noted that the 
husband had reported short-term capital gains of about Rs 4.8 crore from the sale of the property and had set 
off part of those gains against business losses of about Rs 3.5 crore. The I-T officer therefore took the view 
that the spouses had entered into an arrangement to avoid tax, with the wife claiming Section 54F exemption 
while the husband adjusted the short-term capital gain against business losses. Thus, he disallowed the entire 
section 54F claim and added the amount of nearly Rs. 7 crore to her taxable income. This was upheld by the 
Commissioner (Appeals). 

Before the ITAT, the taxpayer argued that the transaction was genuine, duly registered and supported by 
payment of applicable stamp duty and actual consideration. She also pointed out a crucial chronology: the 
property transaction took place in June 2021, whereas the business loss in her husband's hands arose only on 
March 31, 2022. Therefore, she argued, the loss could neither have accrued nor been anticipated when the 
property was purchased. 

The tax tribunal found merit in the argument. It further noted that the husband had not set off the entire 
short-term capital gain against the business loss; only part of the gain had been set off. The ITAT therefore 
held that the set-off was in the normal course of business and that the transactions between the spouses  
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could not be termed a colourable device merely because they resulted in a tax benefit. In coming to its 
decision, it also relied on judicial precedents. 

The Mumbai ITAT bench held that a deduction claimed cannot be denied merely because a transaction is 
between relatives or related parties, where the transaction itself is permissible and has not been shown to be 
artificial or sham. 

“The allowable deduction to assessee (taxpayer) cannot be denied only on the ground of doubt or surmise 
that the transaction was an artificial transaction for the purpose of tax evasion,” the tax tribunal concluded. 

To Know more Click Here 

ITAT deletes ₹25 lakh tax addition over alleged flat cash payment; says taxpayer must get a chance to 

challenge evidence 

The Mumbai bench of the Income Tax Appellate Tribunal (ITAT) has deleted a ₹25 lakh addition made to a 
taxpayer’s income over an alleged cash payment for a flat, holding that the Income Tax Department cannot 
rely on statements of third parties without giving the taxpayer access to those statements and an opportunity 
to cross-examine the persons concerned. The ruling was delivered in the case of Shivaji Tukaram Pawale vs 
Income Tax Officer, Ward 3(1), Kalyan, for assessment year 2017-18. 

The dispute arose after the tax department relied on information gathered during a survey of partners of M/s 
Lakshmi Builders and Developers. A statement recorded under Section 131 of the Income Tax Act indicated 
that the builder had received cash, or “on-money”, from flat buyers over and above the declared sale 
consideration. 

The department alleged that Pawale had paid ₹25 lakh in cash in addition to the declared consideration of 
₹49 lakh for his flat. Pawale denied making any such payment. The Assessing Officer, however, relied heavily 
on the statements of the builder’s partners and added ₹25 lakh to his income under Section 69. The first 
appellate authority subsequently upheld the addition. 

Why the ITAT deleted the ₹25 lakh addition 

During the assessment proceedings, Pawale specifically asked the Assessing Officer to provide him with copies 
of the statements being relied upon and sought an opportunity to cross-examine the builder’s partners. 

According to the tribunal, neither request was granted. The ITAT noted that the addition was primarily based 
on statements recorded from two partners of the builder. Yet, the statements were not supplied to Pawale, 
nor was he allowed to question the persons whose statements were being used against him. 
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The tribunal said that when the taxpayer specifically denied making the cash payment, the Assessing Officer 
was required to provide the adverse material and allow cross-examination of the persons whose statements 
were relied upon. 

The ITAT consequently held that denial of such an opportunity made the addition vulnerable and deleted the 
₹25 lakh addition under Section 69. 

What the ruling means for taxpayers 

The ruling does not establish that an alleged cash or “on-money” payment for a property cannot be taxed. 
Instead, it highlights the evidentiary and procedural requirements when the tax department relies on third-
party material to make an addition. 

In this case, the department's assessment was founded primarily on the builder partners’ statements. Since 
Pawale denied the alleged cash payment and was not given the statements or an opportunity to cross-
examine the persons who made them, the tribunal found that the addition could not be sustained on that 
basis. 

The ITAT also dealt with a separate claim for deduction under Section 80TTA relating to interest income. It 
directed the Assessing Officer to verify the claim and allow the deduction if Pawale was found eligible under 
the law. The appeal was therefore partly allowed. 

For taxpayers facing additions based on alleged undisclosed property payments, the order underscores the 
importance of being given the underlying adverse material and a meaningful opportunity to rebut third-party 
evidence before such evidence is used to increase taxable income. 

To Know more Click Here 

Taxpayer builds new house before selling old property, faces Section 54 dispute; ITAT Delhi quashes tax 

notice 

A taxpayer who constructed a new house before selling his old residential property has won a case against 
the tax department. In its 3 August 2026 order in Raj Kumar vs ITO, ITA No. 3396/Del/2026, the ITAT Delhi 
quashed the reassessment after finding that the Section 148 notice was issued beyond the permissible 
limitation period. 

Raj Kumar, a resident of Rajouri Garden, Delhi, owned a residential flat in Paschim Vihar, which he had 
purchased on 20 July 2005 for ₹6.48 lakh, including stamp duty. He sold the property on 9 October 2013 for 
₹53 lakh. Since he had held the property for more than 36 months, the resulting gain was treated as long-term 
capital gain. 
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Kumar claimed a Section 54 exemption after investing in a new residential house in Tilak Nagar. According to 
the ITAT order, his total investment towards land and construction was around ₹47.38 lakh. He supported the 
investment with bank entries from Indian Overseas Bank and invoices from vendors including Singla Iron Store 
and KONE Elevators. 

Why the tax department rejected the exemption 

The dispute arose over when Kumar began constructing the new house. The construction started on 31 
October 2012, almost a year before he sold the Paschim Vihar property on 9 October 2013. 

The Assessing Officer denied Kumar the Section 54 exemption and treated the entire ₹53 lakh sale 
consideration as short-term capital gain. The AO also denied him the benefit of indexed cost of acquisition. 

Kumar challenged the assessment before the CIT(A)/National Faceless Appeal Centre (NFAC), but the authority 
sustained the additions. The CIT(A) held that the Section 54 exemption was not available because construction 
of the new house had begun before the sale of the original property. 

Kumar then approached the ITAT Delhi. His counsel, Nitin Gulati, raised an additional ground challenging the 
validity of the Section 148 notice. He argued that the notice was barred by limitation in light of the Supreme 
Court's judgment in Union of India vs Rajeev Bansal. 

ITAT finds Section 148 notice was time-barred 

The limitation issue ultimately decided Kumar's appeal. 

The ITAT noted that Kumar had initially received a Section 148 notice on 28 May 2021. Applying the Taxation 
and Other Laws (Relaxation and Amendment of Certain Provisions) Act, or TOLA, and the Supreme Court's 
decision in Rajeev Bansal, the tribunal found that 33 days of the limitation period remained. 

The case was subsequently affected by the Supreme Court's judgment in Ashish Agarwal. Kumar was issued a 
show-cause notice under Section 148A(b) on 18 May 2022. He sought an adjournment and filed his detailed 
submission on 6 June 2022. 

The ITAT held that the surviving 33-day period commenced from 6 June 2022 and expired on 9 July 2022. 
However, the Assessing Officer passed the order under Section 148A(d) and issued the fresh Section 148 
notice only on 23 July 2022. 

The tribunal concluded that the AO had exceeded the surviving limitation period for issuing the Section 148 
notice. It therefore quashed the notice as barred by limitation. Since the reassessment under Section 147 was 
based on that notice, the tribunal also held that the resultant reassessment order could not survive. 

The ITAT accordingly allowed Kumar's appeal. The order was pronounced in the open court on 3 August 2026.  
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Importantly, the tribunal's order does not decide the Section 54 issue on its merits. The CIT(A) had rejected 
Kumar's exemption because construction of the new house had begun before the sale of the old property, but 
the ITAT allowed the appeal on the separate jurisdictional ground that the Section 148 notice was time-barred. 
Therefore, the ruling should not be read as a finding that construction of a new house before selling the old 
property automatically qualifies for a Section 54 exemption. 

To Know more Click Here 

Landlord lost ₹2.71 lakh TDS credit after SBI error; ITAT says tax department must give full credit 

The Income Tax Appellate Tribunal (ITAT), Agra, has directed the tax department to give a landlord credit for 
the full ₹4.06 lakh tax deducted at source (TDS) after the tribunal found that State Bank of India (SBI) had 
inadvertently reported the entire TDS against his PAN instead of distributing it among three co-owners. 

The ruling came in the case of Tejpratap Singh Yadav, who jointly owned a property with his mother, Mradula 
Yadav, and sister, Deepali Yadav. According to the ITAT’s 30 July 2026 order, the three co-owners had leased 
the property to SBI for annual rent of ₹40.62 lakh. Each co-owner declared one-third of the rental income in 
their respective income tax returns. 

The tribunal recorded that SBI had deducted the entire ₹4,06,250 TDS against Yadav’s PAN, instead of 
reporting one-third of the TDS against each of the three co-owners. The assessing officer consequently 
allowed Yadav TDS credit of only ₹1,35,417 and denied the remaining ₹2,70,833. 

Why the tax department denied ₹2.71 lakh TDS credit 

Yadav filed his ITR for assessment year 2020-21 on 3 February 2021, declaring total income of ₹22.08 lakh, the 
tribunal said. His case was later reopened after the tax department flagged a mismatch of ₹27.08 lakh relating 
to rent received and ₹20.79 lakh relating to the purchase of a motor vehicle. 

During the assessment proceedings, the assessing officer accepted Yadav’s explanation regarding the source 
of funds for the vehicle purchase. The officer also accepted that ₹40.62 lakh in rent had been received in the 
joint bank account of the three co-owners, according to the ITAT order. 

The issue was the TDS reflected in Yadav’s Form 26AS. The tribunal recorded that SBI had deducted the entire 
₹4.06 lakh under Yadav’s PAN, even though he had offered only one-third of the rental income to tax. The 
assessing officer therefore restricted his TDS credit to one-third, or ₹1,35,417. 

The first appellate authority upheld the assessing officer’s decision, after which Yadav approached the ITAT 
Agra. 

Before the tribunal, Yadav’s representative argued that the TDS had been posted against his PAN because of 
an inadvertent mistake by SBI. The taxpayer submitted a letter from the bank’s branch manager confirming  
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that the lease agreement was with all three co-owners and that the entire TDS had been posted against 
Yadav’s PAN because of the bank’s mistake. 

Yadav also submitted the ITRs of the other two co-owners and affidavits stating that they had not claimed 
their proportionate TDS, according to the tribunal’s order. 

ITAT explains why Yadav should get the full TDS 

The tribunal examined Section 199 of the Income Tax Act and Rule 37BA of the Income Tax Rules, which govern 
the allocation of TDS credit. Rule 37BA provides for TDS credit to a person other than the deductee in specified 
circumstances, subject to conditions including a declaration to the deductor. 

The ITAT noted that no such declaration had been filed in this case. It therefore held that the other two co-
owners could not be given credit for their two-thirds share of the TDS under Rule 37BA. 

However, the tribunal also noted that the other two co-owners had not claimed their proportionate TDS in 
their ITRs. They had also submitted affidavits supporting Yadav’s claim for the entire TDS, the order said. 

The ITAT said procedural rules should advance the cause of justice and should not be applied in a manner that 
defeats a taxpayer’s rights. It observed that “technical justice cannot substitute substantial justice” and said 
procedural law should be an aid to justice rather than an obstruction. 

The tribunal then considered what would happen to the remaining ₹2,70,833 if Yadav were denied the credit. 
It observed that the amount would effectively be permanently retained by the tax department because the 
other two co-owners could not receive the credit and had not claimed it. 

“The revenue cannot be allowed to retain the tax deducted at source without its credit to someone,” the 
tribunal observed. Since the co-owners supported Yadav’s claim and had not claimed the proportionate TDS, 
the ITAT held that Yadav was entitled to credit for the entire TDS deducted against his PAN. 

The ITAT consequently allowed Yadav’s appeal, set aside the earlier orders and directed the assessing officer 
to give him credit for the full ₹4,06,250 TDS, instead of ₹1,35,417. The order was pronounced on 30 July 2026 
by the Agra bench comprising Sunil Kumar Singh, Judicial Member, and Brajesh Kumar Singh, Accountant 
Member. 

To Know more Click Here 
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Property dealer deposits ₹54 lakh cash, faces tax demand: Why Delhi ITAT ruled the money was not his 

taxable income 

A property dealer who deposited ₹54 lakh in cash into his bank account and did not file an income tax return 
for the relevant year has won a tax dispute after the Delhi bench of the Income Tax Appellate Tribunal (ITAT) 
found that the money was not his income. 

In its order dated 30 July 2026 in Anil Rathee vs ITO (ITA No. 3847/Del/2026) for assessment year 2012-13, 
the Delhi bench of the ITAT set aside the tax department’s addition of ₹54,00,500. The tribunal found that 
Rathee was acting as an intermediary in property transactions and that the evidence supported his 
explanation of the cash deposits. 

Why the tax department treated ₹54 lakh as income 

The case relates to financial year 2011-12. According to the ITAT order, information received through AIR/CBI 
showed that Rathee had deposited ₹54,00,500 in cash in his bank account during the year. He had not filed a 
return of income under section 139(1) of the Income Tax Act. 

The tax department issued a verification letter asking him to explain the source of the cash. After the response 
was not filed, reassessment proceedings were initiated under section 147 and a notice under section 148 was 
issued on 28 March 2019. 

Several subsequent notices were also issued under sections 142(1) and 143(2). The order records that Rathee 
did not file a reply or information during the proceedings. The assessing officer subsequently made an addition 
of ₹54,00,500 in the assessment order dated 16 December 2019. 

Rathee challenged the addition and later approached the ITAT. 

Evidence showed the money was passed on to property sellers 

Before the tribunal, Rathee explained that he was a property dealer and had acted as an intermediary for Zile 
Singh and his family members. He said he collected cash from prospective property buyers, deposited it into 
his personal bank account and subsequently transferred the money to the sellers to facilitate registration of 
various sale deeds. 

The tribunal recorded that Rathee had submitted a detailed reply dated 29 November 2019 along with bank 
statements, three affidavits from the sellers and eight sale deeds executed by the Zile Singh family. He also 
submitted seven affidavits from property buyers confirming that they had handed over cash to him for the 
specific purpose of transferring it to the sellers. 
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The ITAT examined the material and said it was “crystal clear” that Rathee, acting as an intermediary, had 
received cash from property buyers, deposited it in his bank account and subsequently transferred the 
amounts to the seller to facilitate registration of sale deeds. 

The tribunal also identified the documents in its record, including the bank statement, sellers’ affidavits, 
reconciliation statement, sale deed and buyer affidavits, as well as the replies submitted before the assessing 
officer and the CIT(A). 

Based on these documents, the ITAT held that the receipt of money from purchasers, its deposit into Rathee’s 
bank account and its subsequent transfer to the property seller were supported by the affidavits of the buyers 
and sellers. 

It therefore held that the impugned orders were not fair and reasonable, set aside the assessing officer’s order 
and the CIT(A)’s order, and allowed Rathee’s appeal. 

The ruling does not mean that depositing ₹54 lakh in cash into a personal bank account is automatically tax-
free. The tribunal’s decision turned on the evidence establishing Rathee’s role as an intermediary and the trail 
showing that the money was received from property buyers and subsequently transferred to the seller. 

For taxpayers who receive money on behalf of another person, the case highlights the importance of 
maintaining a clear documentary trail. In Rathee’s case, bank records, affidavits, sale deeds and a 
reconciliation statement helped establish the nature and movement of the money. 

The ITAT ultimately allowed the appeal, meaning the ₹54,00,500 addition made by the assessing officer did 
not survive. The order was pronounced in open court on 30 July 2026. 

To Know more Click Here 

Over 6.5 crore returns filed so far; income tax department urges taxpayers to file ITR-3, 4, 5 and 7 before 

August 31 

More than 6.5 crore income tax returns have already been filed for assessment year (AY) 2026-27, including 
over 2 crore ITR-3 and ITR-4 returns. The deadline to file ITR for several categories of taxpayers who are not 
required to get their accounts audited is just days away. 

The income tax department has therefore urged taxpayers to avoid the last-minute rush and file their returns 
before August 31, 2026. 

“Over 6.5 Crore ITRs have already been filed for AY 2026-27, including more than 2 Crore ITRs 3 & 4 as on 
August 20, 2026. Avoid the last-minute rush. File your ITR-3, 4, 5 & 7 (non-audit) before 31st August 2026,” 
income tax department said in a X (formerly Twitter) post on Friday. 
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Who needs to file ITR by August 31? 

The August 31 applies to both individual taxpayers and companies, provided they are not liable for a tax audit. 
The following categories of taxpayers must submit their return within the deadline to avoid penalty and loss 
of benefits: 

 Freelancers and independent professionals 
 Consultants 
 Small business owners 
 Intraday and F&O traders 
 Taxpayers eligible for the presumptive scheme under Sections 44AD, 44ADA and 44AE 
 Salaried individuals with additional freelance or consulting income 
 Salaried individuals with F&O or intraday trading income 

When filing your returns, taxpayers must complete the process by e-verifying their ITR within 30 days. Failure 
to do so may result in your ITR being treated as invalid or as if it was never filed. 

Which ITR form applies to you? 

If you do not know which return form to choose, click “Help me decide” under which ITR form to file and the 
portal will display the eligibility conditions for different ITR forms based on your taxpayer status. 

Check which tax return form is meant for you: 

 ITR-3 form: Individual or HUF with income from business or profession. 
 ITR-4 form: Taxpayers who opted for presumptive taxation scheme to report their income from 

business or profession. 
 ITR-5 form: Entities such as firms, Limited Liability Partnerships (LLPs), Association of Persons 

(AOPs), Body of Individuals (BOIs), Artificial Juridical Persons and certain other entities. 
 ITR-7 form: Individuals receiving income from charitable or religious trusts, political parties, 

research associations and other such specified institutions or entities. 

Before you choose a form, make sure that you read the conditions carefully on the e-filing portal. One must 
only select the form that matches their eligibility because any error can lead to tax notices and other 
consequences. 

What happens if you file wrong ITR form? 

In case you end up filing an incorrect ITR form, the income tax department may treat the return as defective 
under Section 139(9) and issue a notice requiring correction within a specified time. The return is not 
processed until the defects are rectified, which in turn may delay refunds and trigger additional verification if 
income details do not match departmental records. 

mailto:info@a2ztaxcorp.com


 

                                                                                                                                                                                                              Page 76 

A2Z TAXCORP LLP 
Tax and Law Practitioners 

Contact us at: info@a2ztaxcorp.com 

 

 

 

Though no direct penalty is imposed simply for choosing the wrong ITR form if the mistake is genuine and 
corrected in time. But, if the incorrect filing results in underreporting of income, excess deduction claims or 
inaccurate disclosures, taxpayers may face interest, penalties or scrutiny proceedings. 

To Know more Click Here 
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News Flash 

 
 

GST cuts shield Indian carmakers from commodity 

price shock 

cFor complete news Click Here 

SIT fast-tracks GST evasion probe into Messi, 

Argentina team’s 2025 Kerala visit 

For complete news Click Here 

GST evasion in Gujarat touched Rs 18,491 crore in 

three yrs 

For complete news Click Here 

Tirunelveli Central Sub-Commissionerate GST revenue 

in last fiscal stands at ₹1,112 crore 

For complete news Click Here 

India needs faster growth, stronger rupee to reach $20 

trillion economy by 2036: Report 

For complete news Click Here 

Blood donation camps don’t qualify for GST 

exemption, Gujarat AAR rules 

For complete news Click Here 

Govt to set up high-level banking committee soon: FM 

Nirmala Sitharaman 

For complete news Click Here 

Industry seeks GST ITC relief for data centres, GCCs 

and other businesses 

For complete news Click Here 

Income-Tax Notice Seeking Rs 6,000 Is Fake: Here’s 

What Taxpayers Should Do 

For complete news Click Here 

Gujarat HC upholds GST on corporate guarantees, 

strikes down ‘whichever is higher’ clause 

For complete news Click Here 
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India launches special drive to clear long-pending 

containers at ports by October 31 

For complete news Click Here 

Govt to use GST data to track subcontracting in 

highway projects: Nitin Gadkari 

For complete news Click Here 

Exclusive: GST Council may consider reducing GST on 

SMR-related components 

For complete news Click Here 

Gadkari warns road builders: GST trail to expose 

multiple layers of subcontracting 

For complete news Click Here 

Tax Dept Probes 394 ‘Paper’ Firms Over Rs 1.29 Lakh 

Crore Foreign Remittances 

For complete news Click Here 

Taxpayers more concerned about certainty than tax 

payment: CCIT Raman Chopra 

For complete news Click Here 

India must protect tax base while ensuring investor 

certainty: Income Tax official 

For complete news Click Here 

Life insurers expand margins despite GST-related 

input tax credit hit 

For complete news Click Here 

Govt unveils drive to clear port congestion 

For complete news Click Here  

CBIC instructs its officers to co-ordinate with state 

authorities to detect GST evasion in illegal mining 

cases 

For complete news Click Here 

GST registration for big businesses: Centre, states 

work on uniform documents for faster approvals 

For complete news Click Here  

Sending money abroad? Why your transaction could 

draw tax scrutiny 

For complete news Click Here 

Shell firms linked to ‘major business houses’ under 

income-tax scanner: Sources 

For complete news Click Here  

Commercial Taxes Department of Andhra Pradesh 

presents AI/ML-based GST admin model at National 

Co-ord Meet 

For complete news Click Here 
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Abbreviations 

1.  GST Goods and Services Tax 

2.  CGST Central Goods and Services Tax 

3.  IGST Integrated Goods and Services Tax 

4.  CGST Act Central Goods and Services Tax Act, 2017 

5.  CGST Rules Central Goods and Services Tax Rules, 2017 

6.  IGST Act Integrated Goods and Services Tax Act, 2017 

7.  IGST Rules Integrated Goods and Services Tax Rules, 2017 

8.  ITC Input Tax Credit 

9.  RCM Reverse Charge Mechanism 

10.  Customs Act Customs Act, 1956 

11.  IT Act Income Tax Act, 1961 

12.  IT Rules Income Tax Rules, 1962 

13.  CBIC Central Board of Indirect Taxes 

14.  CBDT Central Board of Direct Taxes 
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Thanks & Best Regards, 

Bimal Jain 
FCA, FCS, LLB, B. Com (Hons) 
Author of a book on Goods and Services Tax, titled, “GST 

Law and Commentary (with Analyses and Procedures)” 

[10th Edition] 

Email: bimaljain@a2ztaxcorp.com 
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About us: 

A2Z Taxcorp LLP is a boutique Indirect Tax firm having its offices at New Delhi and Guwahati specializing in GST, Central 
Excise, Custom, Service Tax, VAT, DGFT, Foreign Trade Policy, SEZ, EOU, Export – Import Laws, Free Trade Policy, etc. It 
is a professionally managed firm having a team of experienced and distinguished Chartered Accountants, Company 
Secretary, Lawyers, Corporate Financial Advisors and Tax consultants to provide various services like litigation and 
representation, transaction advisory, diagnostic reviews/ health checks, audit defense & protection, retainership & 
compliance, configuration of tax efficient business model etc. Its clientele consists mainly of Foreign MNC, large/mid-
sized Indian companies which includes exporters, FMCG, consumer durables, automobiles, aerated beverages, ceramic 
tiles, real-estate, hospitality, etc.  

 

Our Address:  

 

Flat No. 34B,  

Ground Floor, Pocket – 1,  

Mayur Vihar Phase – 1   

Delhi – 110091 (India)  

Tel: +91 11 42427056 

Web: www.a2ztaxcorp.com 

Web: www.a2ztaxcorp.net 

Email: info@a2ztaxcorp.com 

 

DISCLAIMER: The views expressed are strictly of the author and A2Z Taxcorp LLP. The contents of this weekly 
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firm. Neither the author nor firm and its affiliates accepts any liabilities for any loss or damage of any kind arising 

out of any information in this weekly newsletter nor for any actions taken in reliance thereon. 

mailto:info@a2ztaxcorp.com
mailto:bimaljain@a2ztaxcorp.com
http://www.a2ztaxcorp.net/
https://www.facebook.com/A2ZTAXCORPLLP/
https://twitter.com/BimalGST
https://www.linkedin.com/company/a2z-taxcorp-llp
https://t.me/a2ztaxcorpllp
https://www.instagram.com/cabimaljain/
https://whatsapp.com/channel/0029Va5XmHg9WtC4wKWmFr2a
https://www.youtube.com/channel/UCp0tT5ShjB4KHJRSlPc3t5w
http://www.a2ztaxcorp.com/
http://www.a2ztaxcorp.net/
mailto:info@a2ztaxcorp.com

	About us:
	A2Z Taxcorp LLP is a boutique Indirect Tax firm having its offices at New Delhi and Guwahati specializing in GST, Central Excise, Custom, Service Tax, VAT, DGFT, Foreign Trade Policy, SEZ, EOU, Export – Import Laws, Free Trade Policy, etc. It is a pro...

