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3meer / ORDER

PER R.C. SHARMA, A.M:

These are the appeals filed by the assessee against the
order of the Ld. CIT(A) for the AY 1986-87 & 1987-88, in
the matter order passed u/s 144 of the Act.

2. Both these appeals the assessee is aggrieved for

addition made on account of hawala transactions.

3. Rival contentions have been heard and record
perused. Facts in brief are that the assessee form was

engaged in trading of yarn. Assessment u/s 144 was
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completed on 20.03.1989 determining total income at Rs.
29,01,286/-. The said order was set aside by the CIT(A)
vide his order dated 16.12.1991. In pursuance, again order
u/s 144 was passed on 25.03.1994 determining total
income of Rs. 20,84,008/- on protective basis and Rs.
8,17,278/- on substantive basis. The CIT(A) adjudicated
against order u/s 144 dated 25.03.1994 vide his order
dated 26.02.1999 holding that the profit should be
apportioned equally between M/s. Vee Tex Synthetics and
Daga Group of concern. Appeal against the Tribunal Set
aside the order of the CIT(A) was filed by both the revenue
and the assessee and the Tribunal set aside the order of the
CIT(A) dated 26.02.1999 and the matter was remitted to the
file of the A.O for passing a fresh assessment. Accordingly,
he present order u/s 143(3) r.w.s 254 dated 29.12.2006
was passed by the A.O.

4.  From the record I found that a search and seizure
action was conducted in Daga group of cases. The said
group was found to be routing its transactions through
several name lenders. During the course of assessment
proceedings, it was submitted by the assessee that the
assessee firm was mere name lender to Daga group. Daga
group used the assessee firm as inter-mediaries. Actual

purchase and sales was made by Daga group and the
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assessee firm has just received commission of 6% which
had already been offered for taxation. The AO has referred
to earlier assessment orders dated 28.02.1990 and
25.03.1994 and stated that this position (i.e actual
transactions belong to Daga group) has not been accepted
by Daga group. Accordingly A.O made addition of Rs.
28,94,157/-.

5. By the impugned order the CIT(A) confirmed the action

of the A.O. The precise observation of CIT(A) was as under:

“I have considered the facts and circumstances of the case, the
findings of the A.O in the assessment order and the submission
of the appellant. The appeal is a very old one and only decision
to be taken is whether the assessment order u/s 134(3) r.w.s
254 dated 29.12.2006 is correct or not. To take this decision, I
do not find any logic to wiat for outcome of additions in case of
Daga Group for the reason that the issue involved is whether the
aforesaid order is correct in view of facts and circumstances of
the case. The aforesaid assessment order does not suffer from
any factual or legal infirmities. The A.O has assessed income
arising out of sales and circumstances of the case. The aforesaid
assessment order does not suffer form any factual or legal
infirmities. The A.O has assessed income arising out of sales
and purchase of synthetic wastes on protective basis in the hand
of the appellant because these transactions are recorded in the
books of the appellant. Once a transaction was recorded in the
books of a person, it is very much justified to assessee the
income arising out of the said transactions at least on protective
basis in the hand of the person. The A.O has also clarified in the
order itself the once additions made in Daga group are finally
sustained, the total income of the assessee will be recomputed.



ITA Nos. 5267 &5268//Mum/2017.
Veetex Synthetics, Mumbai.

-4 -

Otherwise, it will be treated as own income of the assessee. The
assessment order is perfectly correct and hence the same is
sustained. The claim of the assessee to delink the assessment of
the assessee from Daga group is not at all justified because the
assessee itself has submitted that the transactions recorded in
its books actually pertain to Daga group which has not been
accepted by Daga group. In view of the above, all the grounds of
appeal are dismissed.

6. Assessee is in further appeal before us. From the
record we found that the assessee has booked bogus
expenses and also offered commission of 6% on these bogus
transactions. However, the lower authorities did not accept
the same and made entire addition on protective basis in
the hands of the assessee. Even though the 1d. CIT(A) has
observed in both the years that the A.O. has clarified in the
order itself that once the addition made in the Daga group
are finally sustained, the total income of the assessee will
be computed accordingly. Since the matter are as old as 35
years old, it is not advisable to wait any more. Therefore,
keeping in view the totality of facts and circumstances of
the case, I direct the A.O. to restrict addition to the extent of
12% income on the alleged bogus transactions. The A.O. is
further directed to give credit in the income already offered
by the assessee in respect of such alleged bogus

transactions. I direct accordingly.
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7. In the result, both the appeals are allowed in part for

statistical purposes.

Order pronounced in the open court on 10t January,

2020.

Sd/-
(R.C. SHARMA )
ACCOUNTANT MEMBER

Mumbai, Dated 10 /01/2020
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