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 ORDER 

 

Per Dr. B. R. R. Kumar, Accountant Member: 

 

 The present appeal has been filed by the Revenue against 

the order of ld. CIT(A)-14, New Delhi dated 15.03.2017. 

 

2. Following grounds have been raised by the Revenue: 

 
“1. The ld. CIT(A) erred in deleting the addition of 

Rs.3,36,39,000/- made by the AO u/s 68 of the Income 

Tax Act, 1961 despite the fact that the DDIT(Inv.), 

Kolkata reported to the AO, in response to the 
commission issued to him u/s 131(1)(d) by the AO, that 

the share holder companies does not exist at given 

address. In fact the DDIT(Inv.), Kolkata in his report has 
held that these are the paper companies. 

 
2. the ld. CIT(A) erred in not considering the fact that the 
assessee has charged heavy premium of Rs.190/- per 

share on the face value of share of Rs.10/- when the 
assessee has not shown any income from A.Y. 2013-14 

onwards and there was no basis for receiving such a 
heavy premium from the non-existent companies. 

 
3. The ld. CIT(A) erred in deleting the addition of 
Rs.3,36,39,000/- without giving any finding regarding the 
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genuineness of the share application money/share 

premium from the above said companies of Kolkata.” 

 
3. The assessee company filed its return of income on 

28.09.2012 declaring the loss of Rs. 32,36,364/-. During the 

course of assessment proceedings the AO has observed that the 

assessee company has allotted shares to companies having 

principal place of business at 7, Ganesh Chandra Avenue, 4th 

Floor, Kolkata at a premium of Rs.190/- per share. The AO 

made addition u/s 68 amounting to Rs. 3,36,39,000/- as the 

assessee could not substantiate the share application money. 

The amounts have been received from two entities namely, M/s 

Rasaraj Sales Ltd. and R.P. Dealers Pvt. Ltd. 

 

4. The ld. CIT(A) deleted the addition based on the 

submissions filed. Aggrieved, the revenue filed appeal before 

us. 

 

5. Heard the arguments of both the parties and perused the 

material available on record.   

 
6. We have gone through the submissions of the assessee 

before the First Appellate Authority which have been reiterated 

before us. The arguments are as under: 

 

•  During the year under consideration the assessee has 

issued the shares to the various group companies and thus 

has received the share application money of 

Rs.3,36,39,000/-. Out of the said amount the shares were 

allotted to R.P. Dealers from whom it has received the 

share application money of Rs. 3,11,09,000/-.  

•  The Confirmation, Bank Statement arid the ITR of the 

share applicants were duly submitted before the Ld.AO 

during the assessment proceedings. The AO not satisfied 
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with this relied upon the enquiry report of DDIT(lnv.) 

Kolkata upon requested a commission under section 131 

(1 )(d) dated 06.01.2015 by the ITO, Ward-22(1) to 

Additional DDIT (Inv.) Kolkata with a request that the 

enquiries may again be made to establish the credentials 

of section 68 of the Act.  

•  The office of the DDIT Kolkata reported that the existence 

of these companies could not have been traced out at the 

given address and no business activities were found. The 

DDIT mentioned since nobody was found therefore as per 

DDIT these are the paper companies.  

•  However the same DDIT in the same report observed that, 

“It is found that all the current directors of the companies 

are Mahesh Kumar Agarwal of 142/2, Rameshwar Nagar, 

New Delhi, Narfidini Garg of 141, Sunder Nagar, 1st Floor, 

New Delhi. Hence it is apparent that the companies were 

sold out to Delhi based group to secure the bogus 

investment made by the paper companies.  

•  Hence, it is observed that the purchase of unquoted share 

of beneficiary company by above five paper companies are 

bogus and uncounted income of the beneficiary company 

was ploughed back though share capital with premium 

from paper companies. 

•  Before the revenue authorities, it was argued that the 

report called for in connection with other company i.e. M/s 

Sadhavi Properties Pvt. Ltd. could not be used in case of 

assessee company and further the company M/s Rasaraj 

Sales Limited which is not the part of the Report sent by 

the DDIT, Kolkata. 

•  Further, the amount of Rs.25,30,000/- received from M/s 

Rasaraj Sales Ltd. has been refunded back to the said 

company even during the current assessment year and 



                                                                                                                       ITA No.3861/Del/2017 

                                                                                                                                Sarvpriya Properties Pvt. Ltd. 
 

 

4

confirmation, ITR and Bank Statement of these two 

companies genuineness and creditworthiness of the share 

applicants have already been submitted before the 

revenue authorities. 

•  That these two companies duly exist on the same 

addresses as provided and the company M/s Rasaraj Sales 

Ltd. was even assessed before the Central Circle-05, 

Jhandewalan, New Delhi for the last 10 years. Hence it 

cannot be that the notices of the assessment from the 

Central Circle, New Delhi were duly served at the given 

addresses of the company but summons issued by the 

DDIT, Kolkata has been remained un-served.  

•  Therefore, in view of the above the enquiries made by the 

DDIT Kolkata were insufficient, incomplete and unrealistic 

and not based on the facts but based on their surmises. 

Therefore no additions should be made on the basis of the 

reports of the DDIT Kolkata but the assessment should be 

based on documents submitted during the assessment 

proceedings and replies to the notices under section 

133(6) issued. 

•   Notice u/s 133(6) of the I.T. Act was issued on 

30.01.2015 to all the above mentioned companies. In 

response to notices u/s 133(6), all the companies but no 

response was received.” This is a wrong assertion by the 

revenue. AO while making the additions has made the 

wrong claims that no response was received against the 

notice issued u/s 133(6) whereas no such notices were 

sent to these companies and all the notices u/s 133(6) 

sent by the ITO, Ward-22(1), New Delhi in case of Group 

Company M/s Sadhavi Properties Pvt. Ltd. (the case where 

the report from the DDIT (Inv) Kolkata were sought and 

relied upon in the appellant case) duly served with all 
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these companies and the same were also replied by all the 

share applicants and the said fact could be verified from 

the Assessment order passed in the case of M/s Sadhavi 

Properties Private Limited and the copy of assessment 

order is enclosed  

•  The observation made by the  AO were only for the sake of 

making additions are completely wrong, baseless and out 

of facts. 

•  With regard to the details of current liabilities other than 

sundry creditors and advances received with complete 

name, address and assessment particulars of the 

concerned parties along with a note on the nature of such 

current liabilities. Share Application Money: 

 
Sr.  
No.  

Name of  the 
party  

Address of  the 
party  

Opening  Received 
during the 

year  

Refund 
during 

the year  

Allotment 
during the 

year  

Closing  
Balance  

1. Deepmala 
Commodi t ies 
Ltd.  
PAN:AAACD9451F 

7, Ganesh  
Chandra 
Avenue, 
4 t h  Floor ,  
Kolkata-700013 
 

11,00,000 -- 11,00,000 -- -- 

2.  Narsi  Iron & 
Steel  Pvt.  Ltd.  
PAN:AAACN3681P 

S-1,  Industr ia l  
Area, S i te-A, 
Mathura Uttar 
Pradesh- 281001 
 

5,00,000 -- - - - - 5,00,000 

3.  Pr iyadarsh in i  

Consu l tants & 
Services Pvt .  Ltd.  
PAN:AABCP5448H 

7, Chandra 

Avenue 
4 t h  Floor ,  Kol kata-
700013 

17,76,000 -- 17,76,000 

 

- - -- 

4.  Rasaraj Sales  
Ltd.  
PAN:AABCR2905B 

7, Ganesh 
Chandra 
Avenue4 t h  Floor ,  

Kolkata West  
Bengal-700013 
 

- - 25,30,000 25,30,000 -- -- 

5.  R.P. Dealers Pvt .  

Ltd.  
PAN:AABCR4122J 

7, Ganesh 

Chandra 
Avenue, 4 t h  Floor ,  
Kolkata , West  
Bengal-700013 
 

7,46,000 3,11,09,000 8,46,000 

(Refund)  
 
43,00,000 
(Adjusted) 

2,67,09,000 

(133545 
Shares of  
Rs. 10/- 
each on 
premium of  
Rs.190/-  
per share) 

-- 

6.  Sahal  Food 
Products  Pvt .  
Ltd.  
PAN:AAECS4631A 

7, Ganesh 
Chandra Avenue,  
4 t h  Floor ,  Kolkat  
-700013 

70,000 -- 70,000 -- -- 

Total  41,92,000 3,36,39,000 1,06,22,00
0 

2,67,09,000 5,00,000 
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•  The AO has erred in making additions of the amounts 

which has been even refunded during the year under 

consideration itself as the amount of Rs.25,30,000/- to 

M/s Rasaraj Sales Limited and Rs.51,46,000/- has been 

refunded to M/s R.P. Dealers Pvt. Ltd. and therefore, the 

said amount could not be added to the income of the 

assessee company by invoking the provisions of section 68 

of the act. Further all the limbs of section 68 of the act 

i.e. identity, genuineness and creditworthiness of the 

share applicant parties were proved by way of submission 

of Name, Address, PAN, Confirmation, ITR Ack., Bank 

Statement and Balance Sheet of the parties were 

submitted. 

•  The present shareholders/ directors or their family 

members have been the Shareholders and directors of 

these five companies along with other investor companies 

for last more than ten years and since these companies 

are in the nature of financial activities, therefore, the said 

investments have been made by these parties in the 

assessee companies. Even these companies are 

shareholders of assessee company as on date also, as if 

these companies are to be bogus companies, then 

definitely shares must have been transferred to other 

persons in the next years, but this is not the case here 

and therefore, being the group companies of assessee 

companies, having common shareholders and directors, 

these investor companies could not be termed as paper 

companies and investments made in assessee company 

could not be held as bogus which is completely 

unreasonable and against the facts of the transactions. 

•  In brief, it was argued that all applicant companies are 

income tax assessee and are provided PAN by the 
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department. The investing companies are also regularly 

fil ing financial statements with the income tax department 

and ROC. Thus, their identity is well established. 

Genuineness of the transactions can be verified by the 

bank statements of the investing companies, evidencing 

that all transactions are through banking channels. 

Creditworthiness of the investing companies can be 

verified from the Reserve and Surplus reflected in the 

balance sheets of the respective companies. 

•  Both the investor companies are income tax assessee and 

the particulars thereof are available in the public domain 

on the government site of MCA 21 as well as with the 

Income Tax Department and the assessee company has 

also submitted their confirmations, PAN, copy of the ITR 

and therefore, the identity has been fully established. 

Besides, your honor, the investor companies have also 

submitted replies to the notices sent to them u/s 133(6) 

of the Act in case of group company M/s Sadhavi 

Properties Pvt. Ltd. (the case where the report from the 

DDIT (Inv) Kolkata were sought and relied upon in the 

appellant case) duly served with all these companies and 

the same were also replied by all the share applicants, 

leaving no doubt of the genuinity of the transactions. 

 

7. The appellant company has discharged its onus as under:- 

 

  The depositors have confirmed that the fact of having 

deposited money in the company which clearly reveal the 

source of funds, particulars of the bank account through 

which payment has been received and the Income-Tax 

particulars which go on to establish the identity and 
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creditworthiness of the respective lenders authoritatively 

and conclusively. 

  A perusal of the said documents would reveal that the 

onus on the appellant company with regard to the duties 

enjoined upon it regarding receipt of cash credit have 

been fulfil led and discharged and it cannot be said that 

the appellant company had failed to establish the 

creditworthiness of the cash creditors and genuineness of 

transactions. As such no adverse inference is warranted 

nor justif ied or sustainable on the facts of the case. 

  The appellant company has allotted shares for the share 

capital and share application money received by it. 

 
8. We have specifically enquired as to what were the reasons 

of getting the premium of Rs.190/- per share. The ld. AR 

referring the balance sheet of the assessee company explained 

that the land has been brought to the books of the company 

which has been subsequently sold and made a profit of Rs.2.86 

cr. Hence, the share premium has been duly substantiated. We 

have gone through the balance sheet of the assessee company 

which is as under: 



                                                                                                          
                                                                                                                             

 

  

8. The reserves & surplus has increased Rs.1.87 cr. To 6.78 

cr. resulting in an increase of Rs.4.91 cr. The resulted 

application can be examined from the tangible assets and non

current investments at Schedule

under: 
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The reserves & surplus has increased Rs.1.87 cr. To 6.78 

cr. resulting in an increase of Rs.4.91 cr. The resulted 

application can be examined from the tangible assets and non

current investments at Schedule-10 which are reflected as 
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The reserves & surplus has increased Rs.1.87 cr. To 6.78 

cr. resulting in an increase of Rs.4.91 cr. The resulted 

application can be examined from the tangible assets and non-

eflected as 

 



                                                                                                          
                                                                                                                             

 

9. Further, we have also examined the P&L account

the profit on transfer of land in the subsequent year which is as 

under: 
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Further, we have also examined the P&L account reflecting 

the profit on transfer of land in the subsequent year which is as 
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the profit on transfer of land in the subsequent year which is as 

 



                                                                                                          
                                                                                                                             

 

 

10. Thus, we find that an amount of Rs.4.91 cr. has been 

shown under the other income consisting of profit on transfer 

of land of Rs.2.86 cr. and other profit from RDI homes of 

Rs.2.05 cr. Thus, we find that the premium received by the 

assessee company cannot 

valid reason but the assets of the company makes it suitable 

for receipt of the premium in tune with the value of the fixed 

assets. Thus, we find that the assessee could establish 

 

1)  The identity of the creditor/subscriber;

2)  The genuineness of the transaction, 

3)  The creditworthiness or financial strength of the 

creditor/subscriber. 

 

Further, 

 

4)  The creditworthiness or financial strength of the 

creditor/subscriber.

5)   Relevant details of the address or PAN identity of the 

creditor/subscriber are furnished to the Department along 

with copies of the Shareholders Register, Share 

Application Forms, Share Transfer Register etc. 

6)  The onus stands 
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Thus, we find that an amount of Rs.4.91 cr. has been 

shown under the other income consisting of profit on transfer 

of land of Rs.2.86 cr. and other profit from RDI homes of 

Rs.2.05 cr. Thus, we find that the premium received by the 

assessee company cannot be suspected to be of without any 

valid reason but the assets of the company makes it suitable 

for receipt of the premium in tune with the value of the fixed 

assets. Thus, we find that the assessee could establish 

he identity of the creditor/subscriber; 

he genuineness of the transaction,  

The creditworthiness or financial strength of the 

creditor/subscriber.  

The creditworthiness or financial strength of the 

creditor/subscriber. 

elevant details of the address or PAN identity of the 

/subscriber are furnished to the Department along 

with copies of the Shareholders Register, Share 

Application Forms, Share Transfer Register etc.  

stands discharged. 
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Thus, we find that an amount of Rs.4.91 cr. has been 

shown under the other income consisting of profit on transfer 

of land of Rs.2.86 cr. and other profit from RDI homes of 

Rs.2.05 cr. Thus, we find that the premium received by the 

be suspected to be of without any 

valid reason but the assets of the company makes it suitable 

for receipt of the premium in tune with the value of the fixed 

assets. Thus, we find that the assessee could establish  

The creditworthiness or financial strength of the 

The creditworthiness or financial strength of the 

elevant details of the address or PAN identity of the 

/subscriber are furnished to the Department along 

with copies of the Shareholders Register, Share 
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7)  The shareholders are duly assessed to tax in the Central 

Circle. 

8)  The Directors of the subscribing companies and their 

relation with the assessee company is duly proven. 

9)  The enquiries could not conclusively bring about any 

material to doubt the veracity of the assessee. 

10)  The assessee has got tangible fixed assets-Land to 

substantiate and support and receipt of premium. 

11)  Such land has been sold and the profits have been duly 

offered to tax. 

 

11. Keeping into consideration the entirety of the facts & 

circumstances, peculiarities of the assessee’s case, we are of 

the considered opinion that the AO is not justified in making 

the addition u/s 68 of the Income Tax Act, 1961. Ergo, we 

hereby affirm the order of the ld. CIT(A). 

 

12. In the result, the appeal of the Revenue is dismissed.  

Order Pronounced in the Open Court on 17/03/2022. 

 

 Sd/- Sd/-  

  (Saktijit Dey)                                   (Dr. B. R. R. Kumar) 
Judicial Member                                 Accountant Member 
 

Dated: 17/03/2022 
*Subodh Kumar, Sr. PS* 
Copy forwarded to: 
1. Appellant 
2. Respondent 
3. CIT 
4. CIT(Appeals) 
5. DR: ITAT 
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