
 

1 
© Copyright Dhruva Advisors LLP. 

  

  

 

 

 

 

 

 

 

   

Engineering Tools Corporation v. the Assistant 
Commissioner (ST), Chennai1 

Madras High Court (‘High Court’) held that an Input Tax 
Credit (‘ITC') claim cannot be rejected merely on the 
ground that the supplier's GST registration was 
cancelled with retrospective effect. It further held that 
the genuineness of the claim needs to be verified by 
considering relevant documents from the transaction. 

Facts of the case 

• Disregarding the relevant documents such as tax 
invoices, e-way bills, transport documents and proof 
of payment, M/s Engineering Tools Corporation 
(‘the Petitioner’) was served an assessment order, 
wherein the Input Tax Credit (‘ITC’) was reversed 
on the sole ground of retrospective cancellation of 
the supplier’s GST registration.  

• Aggrieved by the same, the Petitioner preferred the 
present writ petition before the High Court.  

Discussion and findings 

• The High Court observed that despite the 
submission of relevant documents, the ITC claim 
was rejected solely on the ground that the petitioner 
should have proved the existence of supplier. 
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• The Petitioner purchased goods in 2017-2018 and 
the existence of the supplier may be called upon at 
the relevant point of time.  

• At the most the Petitioner can be called upon to 
prove that the transaction was genuine by providing 
relevant documents such as tax invoices, e-way 
bills, proof of payment and so on. 

Judgement  

The Court quashed the assessment order and 
remanded the matter directing the assessing officer to 
issue a fresh order after reconsidering the genuineness 
of the transaction by verifying the relevant transaction 
documents.  

Dhruva Comments 

This issue before the High Court is important as it 
represents the concerns faced by industry at large. The 
Tax Authorities have been unilaterally confirming tax 
demands in case of cancelled dealer transactions 
without looking into their underlying documents. This 
should also pave a wave towards similar set of 
precedents wherein the taxpayer is given the 
opportunity to prove the genuineness of a transaction 
before acceptance or rejection of an ITC claim.    
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Cancellation of supplier’s registration cannot be the sole 
ground to deny ITC  
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Disclaimer: 
The information contained herein is in summary form and is therefore intended for general guidance only. This publication is not intended 
to address the circumstances of any particular individual or entity. No one should act on such information without appropriate professional 
advice after a thorough examination of the particular situation. This publication is not a substitute for detailed research and professional 
opinions. Before acting on any matters contained herein, reference should be made to subject matter experts, and professional judgment 
needs to be exercised. Dhruva Advisors LLP cannot accept any responsibility for loss occasioned to any person acting or refraining from 
acting as a result of any material contained in this publication 
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