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O R D E R 
 
 
Per Rajesh Kumar, Accountant Member: 
 
 The present appeal has been preferred by the assessee 

against the order dated 27.09.2019 of the Commissioner of 

Income Tax (Appeals) [hereinafter referred to as the CIT(A)] 

relevant to assessment year 2011-12. 

 
2. The ground No.1 raised by the assessee is not pressed by 

the assessee at the time of hearing and accordingly the same is 

dismissed.   

 
3. The issue raised in ground No.2 is against the confirmation 

of addition of Rs.3,01,204/- by Ld. CIT(A) as made by the AO 
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under section 68 of the Act towards the sale consideration of 

20,755 shares of M/s. SVC Resources Ltd. by the assessee.  

 
4. The facts in brief are that assessee filed the return of 

income on 10.10.2011 declaring an income of Rs.5,54,510/- 

which was processed under section 143(1) of the Act.  

Thereafter, the case of the assessee was reopened under section 

147 of the Act after AO received information from DDIT(Inv.), 

wing that assessee has undertaken transactions during the year 

in penny stock of  M/s. SBC Resources Ltd.  Accordingly,  the 

case of the assesse was re-opened u/s 147 of the Act by   

issuing notice under section 148 of the Act on 30.03.2018. 

During the course of  assessment proceedings, the AO found 

that assessee has sold 20755 equity shares of M/s. SBC 

Resources for a consideration of Rs.3,01,204/- which according 

to the investigation wing was a penny stock used for obtaining 

bogus long term capital gain and the same was claimed as 

exempt under section 10(35) of the Act. Thereafter, the AO 

discussed the modus operandi and history of the penny stock 

company and finally added a sum of Rs.3,01,204/- as 

unexplained income by giving a finding that though the 

transactions were done through recognized stock exchange and 

payments were made by cheques  but even then in view of the 

background of the company the transactions can not be treated 

as genuine.   

 
5. In the appellate proceedings the Ld. CIT(A) affirmed the 

order of the AO by dismissing the appeal of the assessee by 

upholding the addition made under section 68 of the Act by the 
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AO of Rs.3,01,204/- by recording a finding that the said 

company was not having a sound business results and was a 

penny stock company.   

 
6. After hearing both the parties and perusing the material on 

record, we find that the assessee has traded in these stocks on 

the recognized exchange. We note that these shares were sold on 

recognized stock exchange over a period of 15 days.  The total 

number of shares sold were 20755 commencing from 

27.01.2011 to 15.02.2011 for a total consideration of 

Rs.3,01,204/-.  The AO has given a detailed chart showing date 

of sale, quantities of share sold, name of the purchasers and 

their PAN numbers.  We find that assessee has debited a loss on 

the sale  of these shares  of Rs.10,414/-. We also note that AO 

issued notice under section 133(6) of the Act to various 

purchasers, however, these are not responded by them.  We 

have perused the order of authorities below and found that no 

specific defect or deficiency has been pointed out in the dealing 

of these shares on the recognized stock exchange. We have failed 

to understand as to why the assessee has indulged into 

purchases and sale of shares which has resulted into loss of 

Rs.10,414/-.  The assessee has filed all the evidences in the 

form of proof of payments, contract notes, statement of D-mat 

account etc. before the authorities below.  Under these 

circumstances, we do not subscribe to the conclusion reached 

by the Ld. CIT(A) on this issue and accordingly direct the AO to 

delete the addition as made under section 69 of the Act by 

setting aside the order of Ld. CIT(A). The ground no. 2 is allowed.   
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7. In the result, the appeal of the assessee is allowed.                

Order pronounced in the open court on 26.10.2021. 

 
 
                 Sd/-        Sd/-       
      (Mahavir Singh)                                              (Rajesh Kumar) 
     VICE PRESIDENT                                    ACCOUNTANT MEMBER 
 

 
Mumbai, Dated: 26.10.2021. 
 

* Kishore, Sr. P.S.   
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