I AT AFTAHIOT "SMC” YIS AeS
IN THE INCOME TAX APPELLATE TRIBUNAL “"SMC” BENCH, MUMBAI

A AT 3aEdT, A1 GeET U 4 U, . YU, /@l He&T & gHeET

BEFORE SHRI VIKAS AWASTHY, JUDICIAL MEMBER AND
SHRI N.K. PRADHAN, ACCOUNTANT MEMBER

AIH HNTH./ ITA No. 5392/Mum/2019
(f79RoT a¥ / Assessment Year 2011-12)

The Income-tax Officer M/s Precise Conchem Pvt.
Ward 15(2)(4) Ltd.
Room No. 360, Aayakar Bhavan, 202, The Great Eastern
M.K. Road, marine Lines, IATH/ Chambers CHS Ltd., Plot
Mumbai-400 020 No.28, Sector-11, CBD
Vs. Belapur, Navi Mumbai-400
614
(3dremedt / Appellant) (IcTY/ Respondent)
TR o@T E./PAN No. AAECP8516C

3rdfrereff &Y 3 F Appellant by . Ms. Smita Verma, DR
gcgdf &r 31X F Respondent by : | Ms. Hiral Sejpal, AR

geiars & a@ / Date of hearing: 11.03.2021
YIYuT 1 dRI@ / Date of pronouncement: 16.03.2021

ey /ORDER
AN [qpra rqedl, ~a1R¥d FeFT & gary
PER VIKAS AWASTHY, JM:

This appeal by the Revenue is directed against the order of
Commissioner of Income Tax (Appeals)-24, Mumbai [in short ‘the
CIT(A)’] dated 20™ May, 2019 for the AY 11-12.

2. Ms. Smita Verma representing the department submitted that
during the period relevant to AY under appeal, the assessee had
obtained bogus purchase bills amounting to Rs.15,00,085/- from M/s

Sivamani Traders Private Limited, a declared hawala operator by the
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Sales Tax Department, Government of Maharashtra. The assessee
failed to discharge its onus in proving genuineness of the purchase and
the supplier. Since, the assessee is engaged in the manufacturing
process, therefore, one to one relation with the purchase and sales
could not be established. Therefore, the AO made addition of the entire
bogus purchases. The assessee filed appeal against the said addition.
The CIT(A) following the decision rendered in the case of CIT Vs. Simit
P. Sheth (2013) 356 ITR 451 (Guj), restricted the addition to 12.5% of
the bogus purchases. The learned Departmental Representative
submitted that the decision in Simit P. Sheth (supra) is in respect of
trading of goods and in the present case, the assessee is a
manufacturer, therefore, the ratio laid down in the said decision would
not apply in the facts of the present case. The learned DR prayed for
restoring 100% disallowance of bogus purchases. To buttress her
contention, placed reliance on the decision of Hon’ble Supreme Court
of India in the case of NK Proteins Ltd vs. DCIT (2017) 292 CTR 354
(SC).

3. On the other hand, Shri Hiral Sejpal appearing on behalf of the
assessee vehemently supported the findings of the CIT(A). The learned
AR submitted that during assessment proceedings, the assessee had
furnished various documents viz. GRN, goods inspection report, lorry
receipts, details of payments, invoices etc. The assessee was able to
establish purchase of goods and trail of goods so purchased. Despite
that the AO made addition of 100% alleged bogus purchase. In first
appellate proceedings, the CIT(A) after appreciating the facts and

documents on record restricted the addition to 12.5% of the bogus
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purchases. Though no addition was warranted in the case of assessee,

however, the assessee accepted the same to avoid further litigation.

4. We have heard the submissions made by rival sides and have
examined the orders of authorities below. The assessee has allegedly
obtained bogus purchase bills from hawala operator. The AO made
addition of the entire such bogus purchases. The assessee is engaged
in manufacturing activity. Undisputedly, the sales turnover declared by
the assessee has been accepted by the Revenue. Without purchase,
the manufacturing activity cannot be carried out. Although, one to one
correlation between purchases and sales after manufacturing process
cannot be established. However, the processing activities cannot be
carried out unless, there are inputs. The CIT(A) after considering the
facts of the case restricted the disallowance to 12.5% of the bogus
purchases. We find no infirmity in the impugned order hence, the
same is upheld and the appeal by Revenue is dismissed, being devoid

of any merit.
5. In the result, appeal of the Revenue is dismissed.

Order pronounced in the open court on _Tuesday the 16" day
of March, 2021.

Sd/- Sd/-
(TeT. . 9eITsT / N.K. PRADHAN) (e 31aeel / VIKAS AWASTHY)
(or@r §e¥g / ACCOUNTANT MEMBER) (=% "eET / JUDICIAL MEMBER)

Fas, festier/ Mumbai, Dated: 16.03.2021
g WK, 4. @ @fed/ Sudip Sarkar, Sr.PS
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