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3MCA/ORDER

Per Bench (Oral):

This assessee’s appeal for assessment year 2011-12 is directed against the
CIT(A)-Jharkhand’s order dated 06/12/2018 in appeal no. CIT(A),
Ranchi/10196/2017-18 involving proceedings u/s 143(3) r.w.s. 263 of the
Income Tax Act, 1961 ( in short the ‘Act’).

Heard both the parties. Case file perused.

2.  The sole substantive issue that arises for our apt adjudication in the instant
case is that of correctness of bogus purchases disallowance / addition amounting
to Rs. 7,19,078/- made in both the lower proceedings. It is not in dispute that the
impugned disallowance has been made because of profit that the assessee has been

found to have made bogus purchases from hawala dealers based in Maharashtra
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after a detailed investigation carried out in the said state. It is on the strength of
the said investigation that the Assessing Officer as well as CIT(A) have disallowed
the assessee’s entire purchases whereas the corresponding sales already stand
accepted. We quote hon’ble Bombay high court in the case of PCIT vs. Mohd.
Haji Adam in ITA NO. 1013 of 2016 dated 11.02.2019 that only the profit
element in such alleged bogus purchases has to be disallowed. We therefore direct
the Assessing Officer to accept assessee’s profit @ 7% as already declared in the

consequential computation as per law.

3. In the result, the assessee’s appeal is allowed in above terms.

Order pronounced in the Court on 31.07.2020
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