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1.  Aforesaid appeals by assessee for Assessment Years [AY] 2007-
08 to 2010-11 contest common order of Ld. Commissioner of Income-
Tax (Appeals)-33 [CIT(A)], Mumbai, Appeal  No.CIT(A)-
33/Rg.23/17/89/90/91/2015 dated 14/11/2017 qua confirmation of certain
additions on account of alleged bogus purchases. The assessment for all
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these years has been framed u/s 143(3) read with Section 147 of the
Income Tax Act, 1961. Since common issue of estimation of addition
against alleged bogus purchase is involved in all the appeals, the same
are being disposed-off by way of this common order for the sake of
convenience & brevity.

2. The facts as emerging from quantum assessment order dated
30/03/2015 for AY 2007-08 are that the assessee being resident firm
engaged in the business of Gold, Diamonds, Jewellery & Precious
Stones has been saddled with addition of Rs.3 Lacs on account of
alleged bogus purchases in the reassessment proceedings. Pursuant to
receipt of certain information from the investigation wing regarding
certain groups / entities indulging in providing accommodation entries in
the nature of bogus bills, it was found that that the assessee stood
beneficiary of such accommodation purchase bills for Rs.3 Lacs from an
entity namely Avi Exports. The said firm was being controlled &
managed by a person namely Rajendra Jain against which search &
seizure action were carried out by the department on 03/10/2013
wherein the said group admitted to be indulging in carrying out paper
transactions only without doing any actual business. Consequently, the
assessee was asked to substantiate the purchases stated to be made
from the said entity through documentary evidences. The assessee
defended the purchases made by him but could not produce the party
for confirmation of transaction. Further, the assessee failed to
substantiate the delivery of material and reconcile the quantitative
details. Notices issued u/s 133(6) to the said entity elicited no response

which led the Ld. AO to treat the aforesaid purchases as bogus
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purchases and therefore the same was added to the income of the
assessee.

3. Aggrieved, the assessee contested the same without any success
before Ld. CIT(A) vide impugned order dated 14/11/2017 wherein Ld.
CIT(A) confirmed the stand of Ld. AO. Aggrieved, the assessee is in
further appeal before us.

4. The Ld. Authorized Representative for assessee, Shri Pradip
N.Kapasi, by way of written submissions, drew our attention to the Gross
Profit / Net profit rates reflected by the assessee over several years. The
attention was drawn to the fact that quantitative details of the stock were
duly submitted by the assessee to the lower authorities and all the
payment to the supplier was through banking channels. Our attention is
further drawn to the fact that the revenue in AY 2012-13, estimated the
similar additions @5% and therefore, the assessee deserve relief on
factual matrix. On the other hand, the Ld. Departmental Representative
[DR], Ms.N.Hemalatha, submitted that the assessee miserably failed to
prove the aforesaid purchases, which justifies the stand of lower
authorities.

5.  We have heard the rival contentions and perused relevant material
on record. We are of the considered opinion that there could be no sale
without purchase of material keeping in view the assessee’s nature of
business. The turnover achieved by the assessee has not been disputed
by the revenue and the payments were through banking channels. The
assessee reconciled quantitative details also to certain extent. However,
at the same time, the assessee failed to prove the purchases through

requisite documentary evidences. The search on the supplier group
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revealed that the said group, through web of numerous entities, indulged

in providing bogus purchase bills without carrying out any business
activity. The assessee could not substantiate the delivery of material and
could not produce the supplier for confirmation of the transactions. All
these factors cast a serious doubt on assessee’s claim. Therefore, in
such a situation, the addition, which could be made, was to account for
profit element embedded in these purchase transactions to factorize for
profit element earned by assessee against possible purchase of material
in the grey market and undue benefit of VAT against alleged bogus
purchases. Therefore, on totality of facts, we estimate the additions

@6% of alleged bogus purchases, which for various AYs work out to be

as follows:-

No. | AY Alleged Estimated | Addition
Bogus Rate of | as
Purchase | Addition | confirmed

by us

1. 2007-08 | 3,00,000/- | 6% 18,000/~

2. 2008-09 | 9,05,078/- | 6% 54,305/-

3. 2009-10 | 5,39,902/- | 6% 32,394/-

4. 2010-11 | 3,05,486/- | 6% 18,329/-

6. Resultantly, all the appeals stand partly allowed.

Order pronounced in the open court on 23 May, 2018

Sd/- Sd/-
(Saktijit Dey) (Manoj Kumar Aggarwal)
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