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आदेश/ ORDER  

 

PER VIKAS AWASTHY, J.M: 
 

This appeal by the Revenue    is directed against the order of Commissioner of 

Income Tax (Appeals)- 25, Mumbai (in short ‘the CIT(A)’) dated 27/05/2019 for the 

assessment year 2010-11. 

 2.  Ms.Smita Verma representing the Department submitted that   enquiries 

conducted in the case of one   Yogesh Dilip Waghela by the Investigation Wing  it 

transpired  that large credits were received in his  bank account from various 
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beneficiaries. Later on, cash was withdrawn from the   bank account.  After analysing 

the bank statement of M/s. Brown Pharmaceuticals & Chemicals, one of the concern 

controlled by   Yogesh Dilip Waghela with HDFC Bank, Orlem Branch Malad(West), 

Mumbai   a credit entry  of Rs,3,16,200/- on 17/03/2010 was found.  This was 

accommodation entry for alleged purchase by assessee through RTGS.  

Subsequently, the cash was withdrawn.  On  analysing  the  modus operandi adopted  

by   Yogesh Dilip Waghela it is evident that the amount transferred by the assessee 

through banking transaction has travelled back to the assessee in cash.  The 

Assessing Officer rejected assessee’s books of account and disallowed the 

expenditure of Rs.3,16,200/- being bogus transaction and made addition under 

section 37 of the Income Tax Act, 1961 ( in short ‘the Act’).  The assessee carried the 

issue before the CIT(A).  The CIT(A) in principle upheld the findings of Assessing 

Officer i.e. transaction  being bogus, but restricted the addition to 12.5% of the 

alleged bogus transaction.  Hence, the present appeal by the Revenue.  The 

ld.Departmental Representative submitted that once the transaction is held to be 

bogus and has been disallowed  under section 37 of the Act there is no question of 

estimating any G.P on such transaction. 

3. We have heard the submissions made by ld.Departmental Representative and 

have examined the orders of authorities below.  A perusal of the assessment order 

shows that the assessment for assessment year 2010-11 in the case of assessee was   

reopened  on the basis of investigation conducted by the Department in the case of    

Yogesh Dilip Waghela,  an  accommodation entry provider.  The modus operandi of   

Yogesh Dilip Waghela as  narrated in the assessment order,  is that  the amount was 

credited in his  bank account through banking channels  by the beneficiaries and the 

same amount was withdrawn in cash.  The assessee is a dealer in pharmaceuticals, 

chemicals and animal feed supplements.  The sales turnover declared by the 

assessee has not been disputed by the Revenue.  Without purchases there cannot be 

sales. The CIT(A) in the impugned order has observed that the assessee has been 
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able to establish one to one link  between purchases  and the sales.  The  possibility 

of purchasing  goods from grey market and thereafter obtaining matching purchase 

bills from  M/s. Brown Pharmaceuticals & Chemicals, cannot be ruled out . The CIT(A) 

estimated the profit embedded in bogus transaction at 12.5%. The estimation of  

profit on bogus purchases by CIT(A) is in line with the judgment of Hon'ble 

Jurisdictional High Court in the case of  PCIT vs. Paramshakhti Distributors Pvt. Ltd. in 

Income Tax Appeal No.413 of 2017 decided on 15/07/2019 by Hon'ble Bombay High 

Court.  The order of CIT(A) warrants no interference and the same is upheld.  The 

appeal by   Revenue is dismissed sans merit. 

4. In the result, appeal by the Revenue is dismissed. 

   Order pronounced in the open court   on Thursday the 11
th

   day of March, 

2021.   
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