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ORDER 
 

PER K. NARASIMHA CHARY, J.M. 
 

Aggrieved by the orders both dated 27/3/2018 in appeal numbers 

177 and 178/2017-18 for Assessment Years 2010-11 and 2011-12 

respectively, passed by the learned Commissioner of Income Tax 

(Appeals)-42, New Delhi (“Ld. CIT(A)”), Smt. Kiran Nadar (“the assessee”) 

preferred these two appeals on identical grounds. Since the facts in these 

two appeals and the ground raised are identical, we deem it just and 
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convenient to dispose of these two appeals by way of this common 

order, with reference to the facts for the Assessment Year 2010-11. 

WTA No.02/Del/2018. 

2. Brief facts of the case are that the assessee is an individual and a 

wealth tax assessee, filing returns regularly. For the Assessment Year 

2010-11, she filed her return of income on 31/7/2010 declaring taxable 

wealth of Rs.40,07,88,700/- and such wealth is comprised of jewellery 

and motor cars/vehicles. Subsequently, the assessee found a fraud 

committed by one of the jewellers from whom she had been purchasing 

jewellery in the earlier 10 to 12 years inasmuch as he misrepresented and 

had sold the jewellery of different quality from one claimed and charged 

from the assessee. The assessee got the entire jewellery 

tested/chartered at the India Gemmological Institute, Jhandewalan, New 

Delhi which is a government approved institute and basing on the report 

issued by the said Institute, the assessee came to know that the precious 

metals and the purchased by her from one Mr Govind Johri (proprietor of 

M/s K King of ewels, Jaipur) were of inferior quality. Assessee, 

thereupon, lodged two FIR’s with police against the said jeweller in 

respect of 8 items of jewellery worth Rs. 15.89 crores, namely, FIR dated 

14/9/2011 in respect of 2 items amounting to Rs.1,08,31,225/-and 

another FIR dated 15/11/2011 in respect of 6 items amounting to 

Rs.14,81,13,452/-. 

3. Assessee brought the said fraud to the notice of the learned 

Assessing Officer in August, 2010 and requested the learned Assessing 

Officer that for the purpose of taxation under the Wealth-tax Act, 1957 
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(“the Act”), the taxable value of jewellery should be taken as per the 

value determined by the government approved valuer and not as 

declared in the return of wealth filed by the assessee. The assessee could 

not filed any revised return for the Assessment Year 2010-11, but made 

the claim by way of revised claim during assessment proceedings; 

whereas for the Assessment Year 2011-12, the revised claim was made 

by filing the revised return. 

4. The claim of the assessee is apparently in respec  of the jewellery 

of two descriptions, namely, the jewellery studded with fake/inferior 

quality stones which were sold to the assessee claiming to be of high-

quality Emeralds and Ruby in respect of which the assessee lodged an FIR 

with police and the jewellery which were sold at an inflated cost in 

respect of which no FIR could be lodged by the assessee. 

5. Learned Assessing Officer, however, refused to consider the 

reduced value of the jewellery for the purpose of determining the net 

wealth of the assessee and passed the assessment orders. When the 

assessee preferred appeal, Ld. CIT(A) by way of impugned order dated 

27/3/2018 held that the value in respect of the items of jewellery 

covered by the FIRs had not in the pending proceedings before the 

criminal courts and, therefore, the value pleaded by the assessee cannot 

be considered as market value; whereas the items of jewellery not 

covered by the FIRs, Ld. CIT(A) took into consideration the items in 

respect of which the value is more than the returned value but refused to 

consider the value of items in respect of which the value is less than the 

returned value. Ld. CIT(A), therefore, directed the Assessing Officer to 

consider the invoice value of the items of jewellery covered by FIR and 
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also to take into consideration the value of items of jewellery not covered 

by FIR wherever the revised value is more than the returned value and to 

ignore the revised value of the items where it is less than the returned 

value. At the same time, Ld. CIT(A) allowed relief in respect of two items 

of jewellery against which the compensation was received by the 

assessee from M/s K King of jewels. 

6. The assessee is, therefore, aggrieved by the action of the Ld. 

CIT(A), inasmuch as he,- 

i. refused to accept the valuation suggested by the assessee 

in respect of the items covered by the FIR; and 

ii. accepting the revised valuation further items not covered 

by FIR only in respect of the items where the revised 

valuation is more than the returned valuation and ignoring 

the valuation of the items where the revised valuation is 

less than the returned valuation.  

She, therefore, f led this appeal with a prayer to accept the revised 

valuation in respect of all the items of jewellery whether or not covered 

by the FIRs. 

7. Argument of the Ld. AR is that the authorities below should have 

considered that the tax under the provisions of the Act is leviable only on 

the market value of the jewellery as on the date of the valuation and 

when the fact of fraud resulting in the market value of the jewellery 

becoming lower than the returned value. He placed reliance on the 

valuation reports rendered by Sh. Rajesh Khanna, Sh. Ramesh Khanna 

and Sh. Anil Shankhwal providing the valuation in respect of the gems 

and items covered by the FIR and also the report of one Sh. Dass 
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jewellers in respect of all the items of property whether or not covered 

by the FIR’s. 

8. He brought it to our notice that in respect of the criminal cases, 

after completion of investigation charge-sheets were filed and pending 

before the ACMM, Saket Courts and charge was framed. He further 

submitted that various petitions were filed before the Hon’ble Delhi High 

Court alsoby the jeweller who was accused in the criminal cases, and 

Hon’ble Delhi High Court by order dated 01/08/2018 directed him to 

refund the value of the jewellery sold by him to the tune of Rs. 

15,89,44,677/-to the assessee upon the return of the jewellery by the 

assessee, but the matter is still pending before the Hon’ble High Court 

inasmuch as the jeweller failed repeatedly to comply with the orders of 

the Hon’ble High Court. 

9. According to the Ld. AR all these facts cumulatively lend credence 

to the submissions of the assessee that the market value of the jewellery 

was lower than the value originally declared in the wealth tax return and, 

therefore, the authorities below to have considered the value of the 

jewellery as per the valuation report dated 29/01/2013. He referred to 

the provisions of section 16A of the Act in support of his argument that it 

is mandatory for the wealth tax officer to make a reference to the 

valuation officer in case there is a conflict of opinion with regard to the 

value of a to the value of a particular set and mere allegation that the 

assessee failed to produce valuation report in support of jewellery 

declared earlier, cannot lead to an adverse inference against the 

assessee. 
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10. He also made a reference to CBDT circular No. 96, dated 

25/11/1972 to submit that the learned Assessing Officer, before 

disagreeing with the valuation of any asset, is duty bound to refer the 

same to the valuation officer. According to him non-reference of the 

matter to the valuation officer in a case where the conditions laid down 

in section 16A of the act are satisfied. 

11. Per contra, it is the submission on behalf of the Revenue that 

insofar as the value of property covered by FIR, as on the date, it is clear 

that the property that was possessed by the assessee fetches the same 

value as was declared by the assessee and such a fact is evident from the 

orders of the Hon’ble High Court. According to him the order of the 

Hon’ble High Court sets the things at rest in respect of the property 

covered by the FIR that on return of such items the assessees was 

assured to get the full valuat on paid by her and declared in the returns. 

He, therefore, submits that the interference in respect of value of such 

items is not warranted at this Tribunal. 

12. In respect of the items of property that are not covered by the FIR, 

it is the submission of the Ld. DR that the authorities below are justified 

in their approach to value the jewellery inasmuch as the Ld. CIT(A) 

considered the submissions of the assessee and took a pragmatic view in 

indefinitely something wrong and respect of the same. 

13. We have gone through the record in the light of the submissions 

made on either side. Section 3 of the Act clearly stipulates that every year 

on the corresponding valuation date the net wealth of every individual, 

Hindu undivided family and Company shall be brought to tax at the rates 

specified in schedule I. Section 7 says that subject to the provisions of 
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subsection (2), the value of any asset, other than cash, for the purposes 

of this Act shall be its value as on the valuation date determined in the 

manner laid down in schedule III. Section 16A deals with the reference to 

the valuation officer. Schedule III in the light of section 7 (1) of the Act 

deals with the procedure to determine the value of the assets; whereas 

Rule 18 thereof is specific in its purport that the value of the jewellery 

shall be estimated to be the price which it would fetch if sold in the open 

market on the valuation date. In the light of these provisions, now we 

shall proceed to deal with the issues involved in this matter. 

14. Insofar as the items of property covered by the FIR are concerned, 

the total value of such property is about 15.89 crores as paid by the 

assessee. It could be seen from the order dated 01/08/2018 in Criminal 

Revision Petition No. 177/2018 and batch passed by the Hon’ble Delhi 

High Court that Mr Govind Narain Johari expressed his readiness and 

willingness to refund the money of the assessee against the return of 

jewellery mentioned in the FIRs.Recording such a fact, the Hon’ble High 

Court directed th  return of property and the jeweller to pay the entire 

amount of 15 89 crores to the assessee. By paying Rs. 15.89 crores the 

assessee acquired certain jewellery and on return of the same she is 

getting back the same amount. There is no depreciation in the value of 

the property received by the assessee on the return. The order of the 

Hon’ble High Court clearly ensures the assessee to get whatever the 

value she has paid for the jewellery and, therefore, is not open for the 

assessee now to say that the value of the jewellery covered by the FIR is 

something less than what she had paid for them.  
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15. It is, therefore, clear that insofar as the items covered by the FIRs 

and also by the order of the Hon’ble High Court, it is not possible for us to 

take a different view that such items of jewellery are less in worth than 

what was stated in the returns. We find every force in the submissions 

made on behalf of the Revenue and hold that the assessee had no case 

on this aspect and on the face of the orders of the Hon’ble High Court 

ensuring the full value of jewellery to the assessee, is not open for the 

assessee now to contend that the value of such jewel ery requires any 

revision and such an exercise has to be undertaken by the Revenue. We 

do not find any reason to interfere with the same. 

16. Now coming to the items of jewellery not covered by FIRs, is an 

admitted fact that the assessee received some amount of compensation 

from the jeweller in respect of 2 items of jewellery vide bills No. 12 and 

18. It is also not in dispute that the Ld. CIT(A) had taken cognizance of the 

fact that the jewellery items not covered by the FIR needs verification in 

respect of the valuation and as a matter of fact he had accepted the 

valuation in respect of certain items of jewellery where such revised 

valuation is more than the returned valuation.  

17. According to the Ld. CIT(A) the assessee reported the value of 

jewellery on cost basis while filing the wealth tax return and no valuation 

of jewellery was made at the time of filing of the wealth tax return. Ld. 

CIT(A) therefore, found that the reporting of value of jewellery in the 

wealth tax return was not in accordance with the provisions of section 2 

(ea) of the Act. L. CIT(A) further recorded a finding that the revised claim 

of assessee can be duly considered even if the same was not claimed in 
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the wealth tax return and such a position of law is settled in the case of 

M/s Abhinitha foundation private limited 249 taxman 37. 

18. Having directed the assessing officer to take the higher value of 

the jewellery not covered by FIR, as per the valuation report, Ld. CIT(A) 

made a reference to the Wealth Tax Act in terms of section 7 read with 

rule 18 of schedule III and said that the value of jewellery shall be 

estimated to be the price which it would fetch if sold in the open market 

on the valuation date. 

19. On a careful consideration of the directions issued by the Ld. 

CIT(A) in respect of the value of such items of jewellery as are not 

covered by the FIR, it occurs to our mind that there is inherent 

inconsistency in the approach of the Ld. CIT(A), because while referring to 

schedule III of the Act in the light of Section 7 read with Rule 18 thereof, 

Ld. CIT(A) made an observation that the jewellery shall be valued on the 

estimation of the price which it would fetch if sold in the open market on 

the valuation date. If it would be so, we do not find any logic in the Ld. 

CIT(A) directing the ld. Assessing Officer to take the higher value as per 

the valuation report by ignoring the items the revised the value of which 

is less than the returned value. Further in the case of CWT vs. Raghunath 

Singh Thakur (2008) 304 ITR 268 (HP), the Hon’ble High Court held that 

where assessee’s valuation figures are supported by valuation report of 

Registered Valuer and WTO has not made a reference to valuation cell, 

then the assessee’s figures are required to be accepted. 

20. In the circumstances, for the reasons recorded in the preceding 

paragraphs, we are of the considered opinion that, insofar as the items of 

jewellery covered by the FIR, the assessee is bound by the valuation 
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secured by the Hon’ble High Court and the assessee cannot seek to 

reopen the same. Insofar as the items of jewellery not covered by FIR, 

however, the Revenue is expected to take a consistent stand in respect of 

all the items thereof and in view of the settled position of law, the 

assessing officer is directed to consider the revised valuation secured by 

police or by the assessee, as the case may be, and submitted by the 

assessee. Appeal of the assessee is, accordingly, allowed in part. 

WTA No. 3/Del/2018. 

21. Facts in respect of this assessment year are identical to the facts 

involved in the Assessment Year 2010-11 and are dealt with in detail in 

the preceding paragraphs. We reached a conclusion that the assessee is 

entitled to the relief only in respect of the items of jewellery not covered 

by FIRs and indicated such relief above. Following the same, we also 

allow this appeal in part. 

22. In the result, both the appeals of the assessee are allowed in part. 

Pronounced in open court on this the 31st  October, 2019. 
 

              Sd/-       sd/- 
        (G.S. PANNU)     (K. NARASIMHA CHARY) 
     VICE PRESIDENT       JUDICIAL MEMBER 
 
Dated:    31st October, 2019. 
 
Copy forwarded to: 
1. Appellant 
2. Respondent 
3. CIT 
4. CIT(Appeals) 
5. DR: ITAT       
                        ASSISTANT REGISTRAR 

                 ITAT NEW DELHI  
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