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AMEA/ORDER

Per Bench :

These two appeals are filed by the assessee against the separate
orders of the Ld.CIT(A), National Faceless Appeal Centre (NFAC), Delhi
dated 28/04/2025 for the assessment year 2016-2017 arising out of the
penalty levied u/s.271E & 271D and confirmed by the Id.CIT(A).

2. It was submitted by the learned AR that there was a search on the
promises of the assessee on 20" October, 2016. The assessment orders
came to be passed for the impugned assessment year on 27.12.2018
under section 153A read with section 143 of the Act. It was the
submission that no satisfaction has been recorded in the assessment
order for the purpose of levying penalty under section 271 D and 271 E of
the Act. It was the submission that in the course of assessment it was

noticed that the assessee has received cash payment from 8 persons for
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an amount of Rs.17 lakhs and consequently penalty under section 271 D
had been levied for the said receipt. It was also noticed that the assessee
has repaid cash of Rs.7,50,000/- for which penalty under section 271 E of
the Act has been levied. The learned AR place reliance on the decision of
the coordinate bench of this tribunal in the case of Maleckunnel Philip
Varghese in ITA Nos.256 & 258/CTK/2025, order dated 12.08.2025
wherein the coordinate bench of this Tribunal following the decision of the
Hon’ble Supreme Court in the case of Jai Laxmi Rice Mills Ambala City,
reported in [2015] 64 taxmann.com 75 (SC), as also the decision of the
Hon’ble Andhra Pradesh High Court in the case of Grandh Sri Venkata
Amarendra, reported in [2024] 167 taxmann.com 352(Andhra Pradesh)
has held as follows

9. We have considered the rival submissions. Admittedly, the
decision of the Hon'ble Supreme Court in the case of Jai Laxmi
Rice Mills Ambala City, referred to supra, favours the assessee
and the decision of the Hon'ble Supreme Court in the case of
Vasan Healthcare (P) Ltd.(supra), relied on by the Id.CIT-DR stating
that the same is against the assessee but not on the issue of
satisfaction. When we are faced with two judgments, one being in
favour of the assessee and other being against the assessee, in
view of the decision of the Hon'ble Supreme Court in the case of
Vegetable Products Ltd., reported in [1973] 88 ITR 192 (SC), the
decision in favour of the assessee should get preference. Even
otherwise, the Hon'ble Andhra Pradesh High Court in the case of
Grandhi Sri Venkata Amarendra (supra) and the Hon'ble Rajasthan
High Court in the case of Sunil Agrawal (supra) have followed the
decision of the Hon'ble Supreme Court in the case of Jai Laxmi
Rice Mills Ambala City (supra) to hold that if no satisfaction is
recorded before initiating of penalty u/s.271D or 271E of the Act,
the penalty proceedings should be quashed. This being so, as it is
noticed that the Hon'ble Supreme Court in the case of Jai Laxmi
Rice Mills Ambala City (supra) has categorically held that
satisfaction is to be recorded before initiating penalty u/s.271D or
271E of the Act, applying the same principle, it is held that there is
no satisfaction recorded by the AQO before initiating penalty
u/s.271D and 271E of the Act. Consequently, the penalty levied
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u/s.271D of the in ITA No.256/CTK/2025 and u/s.271E of the Act in
ITA No.258/CTK/2025 are quashed.

10. Since, we have already quashed the respective penalties levied
in both the appeals on the ground of non-recording of satisfaction
before ITA Nos.256&258/CTK/2025 initiating penalty u/s.271D and
271E of the Act, the other issues raised by the Id.AR of the
assessee are not being adjudicated upon.

3. It was the prayer that as there is no satisfaction recorded in the
assessment order before initiating penalty under section 271 D and 271 E
of the Act, therefore, the penalty as levied by the AO and as confirmed by
the learned CIT(A) may be deleted.

4. In reply, the learned CIT-DR vehemently supported the order of the
AO and CIT(A). The learned CIT-DR submitted that the Hon’ble Supreme
Court in the case of Vassan Health Care Private Limited, reported in 125
taxman.com 266 has held that no satisfaction required to be recorded for
the purpose of penalty under section 271D and E of the Act.

5. We have considered the rival submissions. A perusal of the facts in
the present case clearly shows that in the coordinate bench of this
Tribunal in the case of Maleckunnel Philip Varghees, referred to supra has
already considered the decisions of the Hon’ble Supreme Court in the
case of Jai Lakshmi Rice Mills Ambala City as also the decision of the
Hon’ble Andhra Pradesh in the case of Grandhi Sri Venkata Amarendra,
referred to supra, as also the decision of the Hon’ble Supreme Court in
the case of Vassan Health Care Private Limited, referred to supra and has
held that satisfaction is required to be recorded by the AO before initiating
penalty under section 271D and 271E of the Act, consequently,

respectfully following the decision of the coordinate bench of this tribunal,
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wherein both of us were parties, the penalty as levied by the AO and
confirmed by the Id. CIT(A) under section 271D and 271E of the Act
stands deleted.

6. In the result, both appeals of the assessee are allowed.

Order dictated and pronounced in the open court on 25/09/2025.
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