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A /ORDER

Per Dr. A. L. Saini:

The captioned appeal filed by the Revenue, pertaining to Assessment

Year 2010-11, is directed against an order passed by the Ld. Commissioner
of Income Tax (Appeals)-4, Kolkata in appeal No.1809/CIT(A)-4/Ward-
2(3)/Kol/14-15, dated 25.08.2015, which in turn arises out of an assessment
order passed by the Assessing Officer u/s 143(3) of the Income Tax Act,
1961 (hereinafter referred to as ‘the Act’) dated 25.03.2013.

2. The grievances raised by the Revenue are as follows:

“1. On the facts and circumstances of the case and in law, Id. CIT(A) has erred in
deleting the addition of Rs.2,76,18,000/- which is bogus purchase as it was
confirmed by the seller party that no transaction were made during the relevant
financial year.

2. The appellant craves leave to add, alter, amend or modify the grounds of appeal
during the course of hearing proceedings of this case.”
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3. The facts of the case may be briefly stated. During the assessment year
the assessee company was engaged in the business of computer education
and software development. The assessing officer noted that the assessee
company had debited total purchases to the tune of Rs.3,00,15,868/- in the
Profit &Loss account, in which purchase were shown in respect of M/s. IRIS
Computers Ltd. at Rs. 2,38,68,000/- and in respect of M/s. India Cyber
Learning Pvt. Ltd. at Rs. 37,50,000/-. The assessing officer issued notices
u/s. 133(6) of the Act to these parties to verify the said purchases made by
the assessee company. Both the parties viz. M/s. IRIS Computers Ltd. vide
its reply dated 18.03.2013, and M/s. India Cyber Learning (P) Ltd. vide its
reply dated 01.02.2013, denied to have any transactions during the
F.Y.2009-10 relevant to the A.Y. 2010-11 with the assessee company.
During the assessment proceedings, the assessee company was asked to
show cause as to why the purchases totaling to Rs.2,76,18,000/-,(being
Rs.2,38,68,000/- on account of M/s. IRIS Computer Ltd. plus Rs.37,50,000/-
on account of M/s. India Cyber Learning Pvt. Ltd.) should not be treated as

bogus expenditure and added back to the total income for the A.Y.2010-11.

In response, the assessee company replied that the purchases were made
in the Financial Year 2009-10, while the sales were booked by the
respective parties in the Financial Year 2010-11. The assessing officer
rejected the contention of the assessee company and noted that had it been
the fact, the seller parties would have confirmed it in their reply in response
to notices u/s 133(6) of the Act. Accordingly, purchases amounting to
Rs.2,76,18,000/- as discussed above was treated as bogus and added back

to the total income of the assessee company.

4. Aggrieved by the stand of the Assessing Officer, assessee carried the

matter in appeal before the CIT(A) with success. The Revenue is aggrieved

ﬁy&lg



M/s. Indus Integrated Information Management Ltd.
ITA Nos.1336/Kol/2015
Assessment Year: 2010-11

and is in appeal before this Tribunal. Learned Departmental Representative
did not have much to say but he nevertheless relied upon the order of
assessing officer. On the other hand, the Id. Counsel for the assessee has
defended the order passed by the Id. CIT(A) .

5. We have heard learned arguments on both sides, perused the records,
and we proceed to record our view and opinion on the issue under
consideration. It is elementary that without purchases there could not have
been any sales. The AO has accepted the sale figures so, therefore,
question of rejecting the purchases simply because he did not receive any
information, when notices were issued under section 133(6) of the Act, from
parties, cannot be the sole reason to make the addition. It is to be kept in
mind that the amount of sales by itself cannot represent the income of the
assessee. The sale only represented the price received by the seller of the
goods for the acquisition of which it has already incurred the cost. It is the
realization of excess over the cost incurred that only forms part of the profit
included in the consideration of sales. It is not the case of the Assessing
Officer that investment by way of incurring the cost in purchasing the goods
which has been sold has been made by the assessee and that has also not
been disclosed. In the absence of such finding of fact, the question whether
the entire sum of purchase cannot be treated as income in the relevant

Assessment Year.

6. We note that the assessee had shown total purchase of Rs.3,00,15,868/-
out of which purchase of Rs.2,38,68,000/- was related to M/s IRIS
Computers Ltd and Rs.37,50,000/- was related to M/s Indra Cyber Learning
(P) Ltd. On making cross verification by issue of notices u/s 133(6) of the
Act, the above two parties denied to have had any transactions with the
assessee company during the F.Y 2009-10. On being queried on the matter
by the AO, the assessee replied that the purchases were made in the F.Y.

2009-10, while the sales were booked by the respective parties in this F.Y.
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2010-11. Drawing adverse inference on this count, the AO added back the
above two amounts totaling Rs.2,76,18,000/- as bogus purchase. We note
that at the appellate stage the AR of the assessee filed written submission in
this regard to the effect that the purchases were actually made in the F.Y
2009-10, while sales were booked by the respective parties in F.Y 2010-11.
In support of such transactions, books of account together with supporting
documents and evidences were produced before the AO during the course
of the assessment proceedings as well as during the remand proceedings.
That the sales relating to such purchases were also recorded in the books of
the assessee during the relevant assessment year which fact the AO has
admitted after perusal of the recorded books of account and documents &

evidences.

7. As stated earlier, we note that all the evidences and books of account
were produced before the AO for his further verification during remand
stage, with regard to the purchase made from the two parties i.e. M/s IRIS
Computers Ltd & M/s India Cyber Learning (P) Ltd. It was submitted before
us that the invoices were raised to Government of Bihar on the last day of
FY 2009-10 as per their instruction. It was for this reason that purchases
were booked according to the purchase order issued to the companies who
were treated as Sundry Creditors and corresponding sale was booked to
Bihar Government. In the subsequent year neither purchase has been
booked nor sale has been booked. Ledgers of sundry creditors along with
purchase details for F.Y 2009-10 is filed and placed on record. From the
documentary evidence, we note that from the list of sundry creditors as on
31.03.2011 i.e. the subsequent year, the above two companies do not figure
in the list. Same is the case with the list of Sundry Debtor as on 31.01.2011

wherein the two companies do not figure.

8. For the sake of argument, even if we look from another angle, we do

not find that there is any loss for the Revenue because in any case the
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purchases and sales in respect of computers have to be allowed in the
subsequent Assessment Year and the rate of tax being the same, it will be

tax neutral so there is no prejudice to revenue on this score also.

That being so, we decline to interfere in the order passed by the Id. CIT(A)
and his order on this issue is hereby upheld and the ground raised by the

Revenue is dismissed.
9. In the result, the appeal filed by the Revenue is dismissed.

Order is pronounced in the open court on 06/06/2018.
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