| TEM NO. 36 COURT NO. 6 SECTION I'I T A

SUPREMECOURTOFI NDI A RECORD
OF PROCEEDI NGS

PETI TION(S) FOR SPECI AL LEAVE TO APPEAL (C) NO(S). 36554/2012
(ARl SI NG OUT OF | MPUGNED FI NAL JUDGVENT AND ORDER DATED 20/ 03/ 2012 I N
WA NO. 1611/2008 PASSED BY THE H GH COURT OF KARNATAKA AT BANGALORE)

COW SSI ONER OF | NCOVE TAX & ANR PETI TI ONER( S)
VERSUS
KARN. PLANTERS COFFEE CURI NG WORK( P) LTD. RESPONDENT( S)

(WTH I NTERI M RELI EF AND OFFI CE REPORT)

Date : 22/08/ 2016 This petition was called on for hearing today.

CORAM :
HON BLE MR, JUSTI CE RANJAN GO0
HON BLE MR JUSTI CE PRAFULLA C. PANT
For Petitioner(s) M. A N S. Nadkarni, ASG
Ms. Shirin Khajuria, Adv.
Ms. Shwet a Gar g, Adv. Ms.
Ani | Katiyar, Adv.
For Respondent (s) M. Pritesh Kapur, Adv.

M. Senthil Jagadeesan, Adv.
M . Govind Manoharan, Adv.
Ms. Shruti lyer, Adv.

UPON hearing the counsel the Court nade the foll ow ng
ORDER

The appeal is allowed in terns of the signed order.

[ VI NOD LAKHI NA] [ ASHA SONI |
COURT MASTER COURT MASTER

[ SI GNED ORDER |'S PLACED ON THE FI LE]
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INTHE SUPREME COURT GF INDACI VI L
APPELLATE JURI SDI CTI ON
Cl VIL APPEAL NO. 8219 OF 2016
[ Ari sing out of Special Leave Petition
(G vil) No.36554/2012]

COMM SSI ONER OF | NCOMVE TAX

& ANR .. . APPELLANTS
VERSUS

KARNATAKA PLANTERS COFFEE CURI NG

WORK( P) LTD. . . . RESPONDENT

ORDER

1. Leave granted.

2. The chall enge in the present appeal

is to t he judgnent and order dated 20'"

March, 2012 in Wit Appeal No.1611 of 2008
passed by the Division Bench of the High
Court of Karnataka at Bangal ore reversingt he
judgment and order of the |earned
single judge dated 10'" September, 2008
passed in Wit Petition No.10507 of 2007. The
| earned single judge, it may be

noti ced, had dism ssed the wit petition

filed by the Assessee agai nst the
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revisional order upholding the order of
assessnent insofar as addition of an anount of
Rs.2,72,19,285/- is concerned, which was

cl ai med by the Assessee as being legally
| i able for deducti on. The | ear ned
Comm ssioner of Income Tax (C.1.T.) 1in

comng to the i npugned findi ng had recorded as

fol |l ows:

“Regar di ng t he addi tion
relating to trade creditors, the
records establish that the
assessee has shown sudden in
trade creditors wi t hout any
significant transactions of
pur chases during the year.
Qobvi ously, there cannot be trade
creditors W t hout mat chi ng
transactions. The I nvestigation
carried out by the A O exposed
t he nodus operandi of the
assessee. It is clainmed before
t he A O that crop | oans were
raised in the names or planters
W thin the famly circle
hai ling from Chennai purportedly
owni ng sone est at es. The
| oans-rai sed by them fromthe
bank wher e t he assessee al so
operated its bank accounts were
cl ai med to be given to the

assessee. The investigation further
reveal ed t hat these crop | oan applications
were prepared
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and signed by none ot her than
the top man in the nanagenent of

t he assessee. Ontop of it, the crop
| oans accounts i nthe bank were al so
operated by the sane

person from the assessee. Wen

t he I nvesti gation arm was
extended to Chennali and sone
details were col | ected about

these so-called estate owners,
no such accounts appear in their
records. Besi des, t he nexus of
their sacrificial |oans to bail

out the assessee could not be

bri dged either. In effect,
there was clear I nst ance of
creation of accounts by way of

name | eadi ng, a f raudul ent
practi ce. Al'l these aspects
wer e fully exposed in t he
I nvestigation carried out by the

A O The representative tried
to sell the idea t hat these
peopl e are | T payees havi ng
proper econom C exi stence. It

may be true that these persons are
separately assessed to tax, but the
nexus of their running

est ates and their | eadi ng
financi al support coul d not be
subst anti at ed. I n ny view,
t here S no cause for
Interference in the pr esent
proceedi ngs to approve the
fi ndi ngs of t he excel | ent
I nvestigation carried out by
A Q*
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The aforesaid view was upheld by

t he

| earned single judge inthe wit petition by

observing as foll ows:

“6. The material on record discloses
that the crop | oan was rai sed i nthe nanes
of planters within the famly circle
hai |l i ng from Chennai purportedly owni ng
sone estates. The | oans raised by them
from the Bank where the assessee also
operatedits bank accounts were cl ai med
to be given to the assessee. These
crop loans applications were prepared
and signed by none other than the top
man i n t he managenent of t he assessee. The
crop loan accounts in the Bank

was operated by the sane
persons. In the records of the

said estate owners, his bank
transaction is not refl ected.
In fact though all those accounts

hol ders are al so i nconme tax assessees,
the returns di d not di scl ose t he paynent
of the aforesaid anbunt to the asessee.
Even t he assessee accounts al so di d not
di scl ose the receipt of the said
amount from those

account hol ders. It is only at
the time of investigation when he was
asked the source of this incone, he
poi nted out that the said amount has
come fromtransfer of anounts of the very
same Bank account. It is in
t hat cont ext, a detail ed
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I nvestigati on was made and it was found
out that it is aclear i nstance of creation
of accounts by way of nane lending, a

f raudul ent practi ce. I n t hose
ci rcunst ances, the revisional

authority was justified in
rejecting the case of the
petitioner and uphol di ng t he assessnent
order. In that view of the mater, | do
not find any

merit I n this petition.

Accordingly, it is dismssed.*”

3. From the above, it would transpire
that both the Assessing Oficer and the
Cl.T. had recorded findings of fact

adverse to the Assessee which has been
uphel d by the | earned singl e judge of the Hi gh
Court. The Division Bench of the Hi gh

Court in the Wit Appeal thought it
appropriate to reverse the said findings on

t he ground t hat the 37 persons who had advanced
the loan to the Assessee ought to have been
given notice. The jurisdiction of the
DivisionBenchinaWit Appeal isprimrily one

of adjudication of questions
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of | aw. Fi ndi ngs  of fact recorded
concurrently by the authorities under the Act
and alsointhe first round of the wit proceedi ngs
by the | earned single judge are

not to be lightly disturbed. Inthe present
case, inthe face of the clear findingsthat the
| oan applications were processed by the
Oficers of the Assessee and the 1|oan
transactions in question of the aforesaid 37
persons were also handled really by the
Assessee and further inviewof the categorical
finding that the loan anmpbunts were not
reflectedinthe returns of the 37 persons in
question, we do not see howthe H gh Court coul d
have taken the above view and remanded the
matter to the Assessing Oficer. It has been
poi nted out before us that pursuant to the

I npugned order passed by the D vi si on Bench of

t he
H gh Court fresh assessnent proceedi ngs
have been finalized by the Assessing
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Oficer. The sai d exercise has been done
I n the absence of any interimorder of this
Court. However, nerely because fresh
assessnment proceedi ngs has been carried out
In the neantine It would certainly not
preclude the Court from judging the
validity and correctness of the order of the
Di vi si on Bench of the H gh Court.

4. For the reasons stated, we cannot
uphold the order of the Division Bench
passed in the Wit Appeal in question.
Consequently, we all owthi s appeal and set asi de
the order of the Division Bench and
consequently all further orders passed

pur suant thereto.

.
( RANJAN GOGO )

JJ.
(PRAFULLA C. PANT)
NEW DELHI
AUGUST 22, 2016
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