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Manoj Kumar Agqgarwal (Accountant Member)

1.  Aforesaid appeal is twice recalled matter since the appeal was
earlier disposed-off vide order dated 02/03/2016 and thereafter vide
order dated 13/05/2019. However, the order has been recalled on both
the occasions. Accordingly, the appeal has come up for hearing afresh
before this bench.

2. By way of this appeal, the assessee contest the addition of Rs.7.40

Lacs as confirmed by Ld. Commissioner of Income Tax (Appeals)-
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31,Mumbai [CIT(A)] vide order dated 22/12/2011. After considering rival
submissions and documents on record, our adjudication to the appeal
would be as is as given in succeeding paragraphs.

3.1 The assessee being resident individual stated to be engaged in
trading of textile fabric under proprietorship concern namely M/s Best
Eyes was assessed u/s 143(3) on 31/12/2009 wherein it was saddled
with addition of Rs.7.40 Lacs on account of bogus purchase. The same
is the subject matter of present appeal before us.

3.2 The addition stem from the fact that the assessee reflected credit
balance of Rs.43.81 Lacs against one creditor M/s Rameshchandra
Balchand. However, the creditor confirmed balance of Rs.36.40 Lacs
only and therefore, the assessee was asked to reconcile the difference
of Rs.7.40 Lacs.

3.3 The assessee explained that it made purchases by challans during
financial year 2006-07 on consignment basis but bills were not raised by
the said creditor. However, the assessee accounted the same as
purchases and included the same in stock as well. There was dispute on
the consignments and the bills were raised by the said creditor in
financial year 2007-08. The same was sought to be substantiated by the
fact that these purchases were not recorded in FY 2007-08 but the
payments were made in that year. However, not convinced, the
difference of Rs.7.40 Lacs was added to the income of the assessee as
bogus purchases.

4. The Ld. CIT(A) upon perusal of relevant account statements, noted
that the said the corresponding sales were recorded by the said party in
the months of December, 2007 to March, 2008 whereas the assessee

recorded the same during the month of January, 2007 to March,2007.
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Therefore, the purchases for the year under consideration were inflated
and a conclusion was to be drawn that the goods were procured from
grey market in cash since the purchases so made were shown to be a
part of closing stock for the year. Accordingly, the additions were to be
confirmed. Aggrieved, the assessee is in further appeal before us.

5.  Upon careful consideration, it is admitted position that certain
purchases have been reflected by the assessee in its books of accounts
and the same are shown to be a part of closing stock for the year under
consideration. On the basis of this fact, it has been concluded by
Ld.CIT(A) that the goods were procured from grey market in cash and
therefore, the entire purchases were to be disallowed. However, since
the purchases form part of closing stock, the assessee deserve the
credit of goods as allegedly procured from the grey market in cash from
unknown sources. Therefore, given the facts of the case, we would
estimate the profit on these purchases @ 10% of Rs.7,40,740/-. The
same comes to Rs.74,074/-. The balance addition stands deleted. The
Ld. AO is directed to re-compute the total income of the assessee.

6. The appeal stands partly allowed in terms of our above order.

Order pronounced on 03" December, 2020.
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