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3T¢I/ORDER

This appeal by the Assessee is directed against the
Order dated 08.10.2025 of the learned Addl./JCIT(A)-1,

Nashik, for the assessment year 2017-2018.

2. The assessee has raised the following grounds of

appeal:

1. “The learned Assessing Officer ("AO") erred in law in
assuming jurisdiction to frame the assessment u/s 143(3), as
the scrutiny notice dated 14.08.2018 was not issued in the

mandatory revised formats prescribed by CBDT Instruction
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F.No.225/157/2017/ITA-II dated 23.06.2017, and failed to
specify whether the case was selected for Limited, Complete
or Manual Scrutiny. The notice being invalid, the
consequential assessment is void ab initio and liable to be

quashed.

. The Ld. AO acted contrary to binding CBDT instructions u/s
119, which mandatorily require issuance of scrutiny notices
only in the revised formats. The defect being jurisdictional

goes to the root of the assessment and is not curable.

. This ground, though not raised before Ld. AO and CIT(A), is a
pure question of law fully arising from the assessment record
and is, therefore, admissible under NTPC v. CIT (229 ITR 383)
and the principle affirmed in Anita Garg v. ITO, ITA
4053/ Del/2024.

. That both the Ld. AO and Ld. CIT(A) erred in rejecting the
books of account without identifying specific defects and in
estimating income at 3% of cost of goods put to sale, resulting
in an unwarranted addition of %.8,27,378. The estimation is
arbitrary, excessive, and not supported by comparable cases

or cogent material.

. That both the Ld. AO and Ld. CIT(A) erred in making addition
0of 2.9,54,000 u/s 69A, even though: the entire SBN cash of
2.31,54,000 was recorded in the cash book, the AO accepted
closing cash balance of 334,90,297 as on 08.11.2016,
deposits were made in stages only because banks refused

large deposits in go. Deposits made in tranches due to
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banking constraints cannot be treated as unexplained. The

addition is contrary to facts and law.

. Without prejudice, once Ld. AO having rejected the books of

account for estimating income, the AO could not legally rely
on the same books to conclude that deposits of ¥9,54,000
were "unexplained.” And the Ld. CIT(A) erred in ignoring facts
placed before him. It is settled law that estimation of profits
and specific additions based on the rejected books cannot co-

exist.

. That the AO erred in treating staggered deposits as

suspicious, ignoring that RBI permitted deposits until
30.12.2016 and no evidence was brought to contradict the
appellant's explanation. That both the Ld. AO and Ld. CIT(A)
erred in not considering the appellant's detailed submissions,
bank statements, cash book, and cash-flow analysis,

rendering the findings perverse and unsustainable.

. Without prejudice, even if estimation is upheld, no separate

addition u/s 69A is legally permissible, as the estimation

subsumes all alleged discrepancies.

. That the appellant craves leave to add, alter, modify, or

withdraw any of the above grounds at the time of hearing in

the interest of justice.”

Ground nos.1 to 3 are regarding validity of the

notice issued by the Assessing Officer u/sec.143(2) of the
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Income Tax Act [in short "the Act"], 1961 and consequently,

the assessment order passed by the Assessing Officer.

4. The learned Authorised Representative of the
Assessee has submitted that this issue raised by the assessee
in ground nos.1 to 3 is purely legal in nature and does not
require any investigation or verification of any new facts or
material. Therefore, he has submitted that these grounds
raised by the assessee for the first time before the Tribunal
may be admitted for adjudication. In support of his
contention, he has relied upon the Order of the Hon’ble

Supreme Court in the case of National Thermal Power Co.

Ltd. vs. CIT [1998] 229 ITR 383 (SC).

S. On the other hand, the learned DR has objected to
the admission of the additional grounds raised by the

aSSESSeEe.

6. I have considered the rival submissions as well as
the relevant material on record. The assessee has raised the
additional grounds and challenged the validity of the notice

issued u/sec.143(2) of the Act on the ground that the
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Assessing Officer has failed to specify the scope of scrutiny
and nature of scrutiny whether it is for limited or complete
scrutiny or manual scrutiny. The issue raised by the assessee
in the additional grounds challenging the validity of notice
issued u/sec.143(2) of the Act by the Assessing Officer being
not in accordance with the CBDT Instruction in File No.225/
157/2017, dated 23.06.2017 whereby the CBDT has issued
specific directions and also prescribed the Format of the
notice to be issued u/sec.143(2) of the Act in respect of the
cases selected for scrutiny under CASS as well as compulsory
manual scrutiny. Therefore, the legal issue raised by the
assessee is purely legal in nature and adjudicated on the
basis of the material available on record and no fresh facts or
material is required to be verified or scrutinised. Hence, the
additional grounds raised by the assessee are admitted for
adjudication. Since the issue raised by the assessee in the
additional grounds is legal in nature and goes to the root of
the matter, therefore, the additional grounds are taken up for

adjudication.
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7. The learned Authorised Representative of the
Assessee has submitted that the Assessing Officer taken up
the case of the assessee for scrutiny by issuing notice
u/sec.143(2) of the Act dated 14.08.2018. However, in the
said notice, the Assessing Officer has not specified whether
the scrutiny is for limited scrutiny or complete scrutiny.
Thus, the learned Authorised Representative of the Assessee
has submitted that the notice issued by the Assessing Officer
without specifying the scope of scrutiny is invalid as against
the CBDT’s Instruction dated 23.06.2017. The learned
Authorised Representative of the Assessee has pointed out
that the Instructions of the CBDT are binding on the Tax
Authorities as per sec. 119 of the Act and therefore, not
following the Instruction of the CBDT renders the notice
issued u/sec.143(2) of the Act as invalid and also vitiates the
assessment order passed by the Assessing Officer. In support

of his contention, he has relied upon the following decisions:

i. Order of ITAT, Delhi Bench in the case of Anita
Garg vs. ITO 1ITA.No.4053/Del./2024, dated
30.07.2025.
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ii. Order of ITAT, Delhi Bench in the case of Agson
Global Pvt. Ltd., New Delhi vs. ACIT, Central
Circle-28, New Delhi in ITA.Nos.3741/Del./2019
etc. batch, dated 31.10.2019.

8. On the other hand, the learned DR has submitted
that the Assessing Officer has specified the selection of
scrutiny under CASS in the notice issued u/sec.143(2) of the
Act and since it is complete scrutiny, therefore, there was no
need to write limited scrutiny. This fact is also stated by the
Assessing Officer in the assessment order. Thus, the learned
DR has submitted that once the Assessing Officer has stated
in the notice u/sec.143(2) of the Act as scrutiny under CASS,
then it is clear that the case was selected for complete
scrutiny and not for limited scrutiny. Therefore, there is no

illegality in the notice issued u/sec.143(2) of the Act.

9. I have considered the rival submissions as well as
relevant material on record. The case of the assessee was
selected for scrutiny for issuing notice u/sec.143(2) of the Act

dated 14.08.2018 as under:
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Rd @R/ GOVERNMENT OF INDIA

fa= #er@/ MINISTRY OF FINANCE

¥ 9w/ INCOME TAX DEPARTMENT
OFFICE OF THE INCOME TAX OFFICER

WARD 3,WARANGAL
a1/ To,
PRAKASH BANDA
#16-3-302 ,SUBASH ROAD WARANGAL
WARANGAL 506002 ,Telangana
India
orlt o g&@ PAN: e a8/ AY: Hifeq e/ Notice No.: i@/ Dated:
AGCPB8775F 2017-18 ITBA/AST/S/143(2)/2018- | 14/08/2018
19/1011348306(1)
R SAATH, 1961 B gRT 143(2) &3 Afew
Notice under section 143(2) of the Income-tax Act, 1961

Scrutiny (Computer Aided Scrutiny Selection
TR e, il
Sir/ Madam/ M’s, el

ST R Pl 2 P 201748 3 TR S 250401281211017 % ST s 7 R
21/10/2047 %} &aw 1 T8 SRIeh FBrervit . geiter & o 39w 21

This is for your kind.information that the réturn of income filed-by you for assessment year 2017-18
vide ack. no. 250401281211017 on:21/10/2017 has been selected for Scrutiny.

2. 39 Fay §, S9! feHieh, 30/08/2018 %i-14:00 AN T H1ed SR Fi 1T e e FHI Pl SR TEH
Topam ST %1 & ot W o1 36 e faolt & qmef & PR g

2. In this regard, an opportunity is being given to you to produce or cause to produce any evidence
on which you may like to rely in support of the said return of income by 30/08/2018 at 11:00 AM.

3. 9 T oo / QI T SR SATE H1egH ¥ gereig €9 | incometaxindiaefiling.gov.in W
O $-FENCRT WM ERT T T ST 1 ae B eiRor weient off s R i e gl aw &
SRR - R e Siae e 3imaek gef & g der 21

3. The evidence/information specified above has to be furnished online electronically through
your E-filing account in incometaxindiaefiling.gov.in. Subsequent assessment proceedings

shall also be conducted electronically through the 'E-Proceeding' facility of Income-tax
Department. A brief note on 'E-Proceeding' is enclosed for your kind reference.

4. TeRT FRIATE! & ER, AR e 2R At G / SR gq R s (3) an st (&) 4 § S
Tofa S|

4. In course of assessment proceedings, if required, specific questionnaire(s) or requisition(s) for
information/document shall be issued subsequently.

5. F9E1 ¢4 € ¥ A Sk T $-reieR @ & |t suds o 3% 3 AR 81 9 &R SR 9T @ T a0 o
% FUiRoT FTETE ST ERT At 6 T E-Ae & qeE § A A w9 & (3R -4 Sueey T8 8) i s

5. Please note that para 3 is applicable if you have an E-filing account. Till the time such an account
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'is created by you, assessment proceedings shall be carried out either through your specified e-mail l
account or manually (if e-mail is not available).

Ter=Teh ; TR

Enclosure : as above

da/Seal
e,
Yours faithfully,
SHASHI BHUSHAN KUMAR
WARD 3,WARANGAL
9.1. Thus, it is clear that the Assessing Officer has not

specified the scope of the scrutiny in the notice issued
u/sec.143(2) of the Act. The only information shared by the
Assessing Officer with the assessee vide this notice is that the
case is selected for scrutiny under CASS. Therefore, the
assessee was not informed/intimated about the scope of the
scrutiny whether it is for limited or complete scrutiny.
Though in the assessment order the Assessing Officer has
stated that the case was selected under CASS for complete
scrutiny but the said information was not confronted/
communicated to the assessee prior to the Order passed by
the Assessing Officer and therefore, the assessee was not
made known about the scope of the scrutiny undertaken by

the Assessing Officer. The CBDT vide F.No.225/157/2017/
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ITA.II, dated 23.06.2017 has issued Instructions regarding
the notice in the Format specified for a particular type of
scrutiny. For ready reference, the CBDT instruction dated
23.06.2017 and the Format for notice u/sec.143(2) of the Act
in case of limited scrutiny [CASS] and complete scrutiny

[CASS] are prescribed as under:

F.No.225/157/2017/ITA.Il
Government of India
Ministry of Finance
Department of Revenue (CBDT)

North Block, New Delhi, dated the 23d of June, 2017

To
All Pr. CCsIT/Pr. Ccrr(lntemational-tax)/CClT(Exempt:ions)/Pr. DsGIT

Sir/Madam
Subject: - Issue of notices under section 143(2) of Income-tax Act, 1961 in revised format-regd.-

With reference to the above, I am directed to state that Central Board of Direct
Taxes has decided to modify format of notice(s) issued under section 143(2) of the
Income-tax Act which intimate the concerned assesse about selection of his/her case for
scrutiny. This has become necessary in view of Board’s decision to utilise ‘E-Proceeding’
facility for electronic conduct of assessment proceedings in a widespread manner from
this financial year,

2 The three formats of notice(s) are:

e Limited Scrutiny (Computer Aided Scrutiny Selection)
Complete Scrutiny (Computer Aided Scrutiny Selection)
Compulsory Manual Scrutiny

The revised format of 143(2) notice(s) with a note on benefits & Procedures of ‘E-
Proceeding’ facility are enclosed for information of the field authorities.

3. I am further directed to state that all scrutiny notices under section 143(2) of the
Act, shall henceforth, be issued in these revised formats only. The Systems Directorate is
effecting necessary changes in the ITBA module in this regard.

4. The above may be brought to the notice of all for necessary compliance.
Enclosures(s): as above /F@_/
(Rohit Garg)

Director-ITA.Il, CBDT
Copy to:

i. Chairman, CBDT and all Members, CBDT
ii. Addl. CIT, Data base Cell for uploading on Departmental Website
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Limited Scrutin mptiter n 0
ce 1 of the In 1
PAN NO: ....ocovvine s T Do
To
Sir'Madam

This is for your kind information that the return of income for Assessment
Year...... filed vide ack. no. ST R, on
has been selected for Scrutiny. Following issue(s) have been identified for examination:

............................

. In view of the above, | would fike to give you an opportunity to produce any
evidence/information which you feel is necessary in support of the said return of income on or
before............. +

3. The above mentioned evidence/information is to be furnished online electronif:ally' in ‘E-
Proceeding’ facility through your account in e-Filing website of Income-tax Department. Further
proceedings shall also be conducted electronically (*). A brief note on salient features of ‘E-
Proceeding’ is enclosed.

4, In case you do not wish to produce any evidence/information, as mentioned in para 2, you are
requested to intimate the same electronically on or before........... :

5 Specific questionnaires/requisition of information or documents would be sent subsequently, if
required.

6. Para(s) {2) to {4) are applicable if you have an account in e-Filing website of Income-tax
Department. Till such an account is created by you, assessment proceedings shall be carried out either
through your e-mail account or manually (if e-mail is not available).

{*) Subject to exceptions as per the enclosed note

Yours faithfully,

Seal

{Name of the Asséssing Dfficer)
{Designation)

{Telephone No./Fax No.}
{E-mail 1D}
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50k RN R R e
To

Sir/Madam
This is for your kind information that the return of income for Assessment

Year... ; filed vide ack. no. ; on
has been selected for Complete Scrutiny.

...................................................

2z In view of the above, | would like to give you an opportunity to produce any

evidence/information which you feel is necessary in support of the said return of income on or
before............. .

3. The above mentioned evidence/information is to be furnished online electronically in E-
Proceeding” facility through your account in e-Filing website of Income-tax Department. Further
proceedings shall also be conducted electronically {*). A brief note on salient features of ‘E-
Proceeding’ is enclosed.

4, In case you do not wish to produce any evidence/information, as mentioned in para 2, you are
requested to intimate the same electronically on or before

........... .

5. Specific questionnaires/requisition of information or documents would be sent subsequently, if
required.

6. Para(s) (2) to {4) are applicable if you have an account in e-Filing website of Income-tax

Department. Till such an account is created by you, assessment proceedings shall be carried out either
through your e-mail account or manually {if e-mail is not available).

{*} Subject to exceptions as per the enclosed note

Yours faithfully,
Seal

{Name of the Assessing Officer}
(Designation)

{Telephone No./Fax No.}
{E-mail 1D}
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9.2. Thus, the CBDT has specifically provided the
Format in which the Assessing Officer has to mention the
scope of scrutiny and the issues identified for examination if
the scrutiny is taken up for limited scrutiny. In case of
complete scrutiny, the Assessing Officer has to specifically
mention in the notice u/sec.143(2) of the Act as selected for
complete scrutiny. Therefore, the notice issued by the
Assessing Officer u/sec.143(2) of the Act in the case of the
assessee is not in accordance with the Instruction and
Format provided by the CBDT which has resulted in mis-
information/non-communication of the correct information
to the assessee. The assessee was not made aware about the
scope of scrutiny undertaken by the Assessing Officer by
issuing the said notice u/sec.143(2) of the Act. The Delhi
Bench of the Tribunal in the case of Anita Garg vs. ITO
(supra) has considered an identical issue in Para nos.7 to 9

as under:

“7. Heard rival contentions, perused the materials placed before us
and the case laws relied on. The contention of the assessee that the notice
issued u/s 143(2) dated 22.09.2018 by the AO is in violation of the CBDT
instruction dated 23.06.2017 as it is not in the specified format. This fact was

not controverted by the Revenue before us.
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8. We observed that on identical situation the Kolkata
Bench of the Tribunal in the case of Hind Cyramics Put. Ltd. vs.
DCIT in ITA Nos, 608 & 610/ Kol/ 2024 dated 06.05.2025 quashed
the assessment framed pursuant to the notice issued u/s 143(2)
which was not in the prescribed format as per the CBDT

instructions observing as under:

"011. After hearing the rival contentions and perusing the
material on record, we find that the assessee has raised an
additional grounds of appeal challenging the validity of the notice
issued u/s 143(2) of the Act being in an invalid format and in our
opinion the issued raised in the additional grounds is a purely a
legal issue qua which all the facts are available in the appeal folder
and no further verification of facts is required from any quarter
whatsoever. In our considered view the assessee is at liberty to raise
any legal issue before any appellate authority for the first time even
when the same has not been raised before the lower authorities. The
case of the assessee is squarely covered by the decisions of the Apex
court in the case of i) Jute Corporation of India Ltd. Vs CIT (supra)
ii) National Thermal Power Co. Ltd v. CIT (supra) and also by the
decision of Hon'ble Calcutta High Court in PCIT vs. Britannia
Industries Ltd. (supra). Therefore, we are inclined to admit the

same for adjudication.

012. The Id. AR vehemently submitted that the notice u/s
143(2) of the Act issued to the assessee did not specify whether it
was a limited scrutiny or a complete scrutiny or a compulsory
manual scrutiny. The Id. AR submitted that the CBDT has issued
specifically provided vide instruction no. F.No.225/157/2017/TA-
II Dated 23-06-2017, that the notice u/s 143(2) can be issued in
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one of the three format which have specifically prescribed but the
present mnotice issued is not in accordance with such said
instruction and therefore, the assessment framed consequently is

invalid and void ab initio.

013. The Id. DR on the other hand submitted that this is
a computer-generated notice and the non-mentioning of the fact of
either limited or complete scrutiny or compulsory manual scrutiny
would not render the issuance of notice u/s 143(2) of the Act as
invalid. Therefore, additional ground raised by the assessee may

kindly be dismissed.

014. After hearing the rival contentions and perusing the
materials available on record, we find that undisputedly the notice
issued uls 143(2) of the Act dated 09.08.2018, specifies only
computer aided scrutiny selection which neither mentioned it
either to be a limited or a complete scrutiny nor compulsory
manual scrutiny. Thus, the said notice has been issued in violation
of the instruction issued by CBDT as noted above. In our opinion,
the revenue authorities have to follow the instruction issued by
CBDT and violation thereto would certainly render the notice as
Invalid with the result all the consequential proceeding would also
be invalid. The case of the assessee find support from the decision
of the co-ordinate Bench in the case of Tapas Kumar Das Vs. ITO
(supra), wherein a similar issue has been decided in favour of the
assessee. The operative part of the same is extracted below:-

"6. After hearing the rival contentions and perusing the materials

available on record, we find that particularly the notice was issued u/s

143(2) of the Act, a copy of which is available at page no. 25 of the

Paper Book. We note that the said notice has not been issued in
consonance with the CBDT Instruction F No. 225/157/2017/ITA-Il
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Dated 23.06.2017. The said notice is extracted below for the sake of

ready reference:-

7. In our opinion, the notice issued u/s 143(2) of the Act
which is not in the prescribed format as provided under the Act
is an invalid notice and accordingly, all the subsequent
proceedings thereto would be invalid and void ab initio. The
case of the assessee find support from the decision of Shib Nath
Ghosh Vs. ITO in ITA No. 1812/KOL/2024 for A.Y. 2018-19 vide
order dated 29.11.2024, wherein the co-ordinate Bench has

held as under:-
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“10. After hearing both the sides and the materials
available on record, we find that the notice issued u/s
143(2) dated 9th August, 2017 was not in any of the
formats as provided in the CBDT instruction F.No.
225/167/2017/ITA-lIl  dated 23.06.2017. We have
examined the notice, copy of which is available at page
no. 1 of the Paper Book and find that the same is not as
per the format of CBDT Instruction F.No.
225/157/2017/ITA-Il dated 23.06.2017 as stated above.
In our opinion, the instruction issued by the CBDT are
mandatory and binding on the Income tax authorities
failing which the proceedings would be rendered as
invalid. Hon'ble Apex Court in case of UCO Bank (supra)
held that the circular issued by CBDT in exercise of its
statutory powers u/s 119 of the Act, are binding on the

authorities. The Hon'ble Apex court held as under:

The Central Board of Direct Taxes under section
119 of the Income-tax Act, 1961, has power, inter alia, to
tone down the rigour of the law and ensure a fair
enforcement of its provisions, by issuing circulars in
exercise of its statutory powers under section 119 of the
Act which are binding on the authorities in the
administration of the Act. Under section 119(2)(a),
however, the circulars as contemplated therein cannot
be adverse to the assessee. The power is given for the
purpose of just, proper and efficient management of the
work of assessment and in public interest. It is a
beneficial power given to the Board for proper
administration of fiscal law so that undue hardship may
not be caused to the assessee and the fiscal laws may
be correctly applied. Hard cases Which can be properly
categorized as belonging to a class, can thus be given
the benefit of relaxation of law by Issuing circulars

binding on the taxing authorities.
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In order to aid proper determination of the income
of money lenders and banks, the Central Board of Direct
Taxes issued a circular dated October 6, 1952, providing
that where interest accruing on doubtful debts is credited
to a suspense account, It need not be included in the
assessee's taxable income, provided the Income-tax
Officer is satisfied that recovery is practically
improbable. Twenty-six years later, on June 20, 1978, in
view of the judgment of the Kerala High Court In STATE
BANK OF TRAVANCORE v. CIT [1977] 110 ITR 336,
the Board by another circular, withdrew with immediate
effect the earlier circular. However, by circular dated
October 9, 1984, the Board decided that Interest in
respect of doubtful debts credited to suspense account
by banking companies would be subjected to tax but
Interest charged in an account where there has been no
recovery for three consecutive accounting years would
not be subjected to tax in the fourth year and onwards.
The circular also stated that if there is any recovery in
the fourth year or later, the actual amount recovered only
would be subjected to tax in the respective years. This
procedure would apply to assessment year 1979-80 and

onwards."

Considering the facts of the instant case in the light of the

decision of the co-ordinate bench, we are inclined to hold that

notice issued u/s 143(2) of the Act is invalid notice and

accordingly, the assessment framed consequentially to that is

also invalid and is hereby quashed.

9.

The other grounds raised on merit are not being decided

at this stage and are being left open to be decided if need arises

for the same at later stage.

10.

In the result, the appeal of the assessee is allowed."
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015. Since the facts of the assessee's case are similar to one
as decided by the co-ordinate Bench, we therefore, respectfully
following the same hold that the notice issued u/s 143(2) of the Act
is invalid notice and accordingly, the assessment framed
consequentially is also invalid and is hereby quashed. The

additional ground raised by the assessee is allowed."

9. Similar view has been taken by the Kolkata Bench of the
Tribunal in the case of Sajal Biswas vs. ITO in ITA No.
1244/ Kol/ 2023 dated 26.03.2025, Srimanta Kumar Shit vs. ACIT
in ITA No.1911/Kol/ 2024 dated 19.11.2024, Tapas Kumar vs. ITO
in ITA No.1660/Kol/2025 dated 11.3.2025. Therefore, facts being
identical respectfully following the above said decisions, we hold
that the assessment framed by the Assessing Officer u/s 143(3)
dated 27.12.2019 pursuant to the notice issued u/s 143(2) dated
22.09.2018 which was not in the prescribed format as notified by
the CBDT, is bad in law and void ab initio and the same is hereby
quashed. The additional ground no.2 raised by the Assessee is

allowed.”

Accordingly, in the facts and circumstances of the

case and following the earlier decisions of this Tribunal, this

issue is decided in favour of the assessee and consequently,

the notice issued by the Assessing Officer u/sec.143(2) of the

Act dated 14.08.2018 is held as invalid and consequently

vitiates the assessment order passed by the Assessing Officer.

Hence, the assessment order passed by the Assessing Officer
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is set aside. Since, the assessment order is set aside as
invalid therefore, the other grounds raised by the assessee in
this appeal become infructuous and not taken up for

adjudication.

10. In the result, appeal of the Assessee is allowed.

Order pronounced in the open Court on 08.04.2026.

sd/-
[VIJAY PAL RAO]
VICE PRESIDENT

Hyderabad, Dated 08t April, 2026.

VBP

Copy to :

Banda Prakash, H.No.16-3-302, Subhash Road,
WARANGAL - 506001. Telangana.

The Income Tax Officer, Ward-1, WARANGAL.
PIN - 506 002. Telangana

The Pr. CIT, Hyderabad.

The DR, ITAT, “SMC” Bench, Hyderabad.

Guard file.
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