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PER N.K. SAINI, VICE PRESIDENT 

 

This is an appeal by the Assessee against the order dt. 13/11/2019 of Ld. 

CIT(A)-1, Ludhiana. 

2. Following grounds have been raised in this appeal: 

1. That the Ld. CIT(A) has erred in confirming the disallowance of Rs. 

42,23,659/- on account of difference in the purchases (Imports) and Rs. 21,833/-

on account of difference in the custom duty ignoring the submissions of the 

appellant. 

2. The appellant had filed all the evidence explaining the difference in the 

purchases by way of confirmation from the foreign parties and the CIT(A) without 

giving any finding on the same and without making a reference to the AO for 

verification erred in upholding the aforesaid disallowance. 

3. That the Ld. CIT(A) has erred in confirming the disallowance on the 

grounds which were irrelevant for deciding the issue. 
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4. That in any case the addition upheld by the Ld. CIT(A) is against the law 

and facts of the case. 

5. That the Appellant craves leave for permission to add, amend or alter any 

ground of appeal at the time of hearing. 

 

3. Facts of the case in brief are that the assessee filed its return on 

30/09/2016 declaring an income of Rs. 1,97,810/-, later on the case was selected 

for limited scrutiny under CASS for the reason that the purchases shown in the ITR 

were less than the invoice value of imports shown in the export import data. 

During the course of assessment proceedings the A.O. observed that the 

assessee had shown purchases of Rs. 28,56,224/- from outside India, in its books 

of accounts and as per the information gathered from CBEC Export-Import 

Summary tab on ITBA, the assessee had made purchases of Rs. 70,79,889/- from 

China. The A.O. asked the assessee to explain the above discrepancy, however 

no reply was received. He therefore treated the difference of Rs. 42,23,659/- on 

account of purchases made from outside India out of its unexplained / 

undisclosed source of income, as taxable income of the assessee. The A.O. also 

observed that the assessee had shown custom duty of Rs. 22,50,000/- in its books 

of accounts and as per the information received from CBEC Export-Import 

Summary tab on ITBA, the assessee had made payment of Rs. 22,71,833/- of 

custom duty of purchases made from outside India. As no reply was received 

from the assessee to explain the difference, the A.O. treated the amount of Rs. 

21,833/-(Rs. 22,71,833/- (-) Rs. 22,50,000/-)  as income of the assessee from 

unexplained / undisclosed sources and made the addition of the said amount.  

4. Being aggrieved the assessee carried the matter to the Ld. CIT(A) and 

submitted that the assessee made import of only Rs. 28,56,224/- as disclosed in 

the ITR. It was further stated that a Chinese Exporter raised two bills dt. 

10/02/2015 & 15/02/2015 amounting to $ 20,980/- & $ 20,714/- respectively and 

dispatched the goods to India which were taken possession by the assessee 
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after payment of custom duty. However it was found that the said goods were 

not according to the specification, pursuant to which the goods were returned 

and since no payment for the said goods were made, no entry was made in the 

purchase account, the letter from the Exporter was also adduced as additional 

evidence which was forwarded to the A.O. for the comments by the Ld. CIT(A). 

The A.O. opposed the admission of the additional evidence on the ground that 

the assessee was not prevented by any reasonable cause in not responding to 

the notices of the A.O. during the assessment proceedings.  

4.1 The A.O. commented that the one of the letters, furnished by the assessee 

had date inscribed on it whereas another letter from the Exporter having the 

same content was undated, and that the assessee had not submitted any proof 

of return of goods to the agents of the Exporter. The A.O. also stated that goods 

worth Rs. 70,79,889/- could not have been dispatched without receiving any 

payment.  

4.2 In his rebuttal the assessee submitted to the Ld. CIT(A)as under: 

“As already submitted, the earlier notices issued by the AO stood duly complied . 

The issue on merit is still pending for decision and the ITO has not been able to 

challenge the same. It may incidentally be mentioned that the AO has not 

supplied any details of the value of import taken by him at Rs.70,79,883/-. That 

why in our submissions at page no. 13-14, we had given the copies of the two 

import bills (not entered in the books) the value of which works out to 

Rs.13,50,063/- and Rs.13,04,982/- totalling to Rs.26,55,045/-. Without prejudice to 

our grounds that the addition of Rs. 42,23,659/- is not justified, the addition on 

account of non-entering of the bills would come to Rs. 26,55,045/- and not Rs. 

42,23,659/-.” 
 

4.3 The Ld. CIT(A) after considering the submissions of the A.O. as well as the 

assessee admitted the additional evidence and held that the assessee firm was 

prevented by the reasonable cause in not responding to the notices and 

reminders of the A.O. The Ld. CIT(A) observed that the assessee had not been 

able to reconcile the difference in the import value as declared in its ITR and the 
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data available on the CBEC tab and that the onus to reconcile the difference in 

figure of purchase through import remained woefully un-discharged. He also 

observed that the letter of the exporter adduced as additional evidence also 

did not explain the difference in the import value as per CBEC record. He 

therefore sustained the addition made by the A.O. As regards to the addition on 

account of difference in custom duty, the Ld. CIT(A) observed that the assessee 

had not furnished any explanation regarding the difference, therefore the said 

addition of Rs. 21,833/- was also sustained.  

5. Now the assessee is in appeal.  

6. Ld. Counsel for the assessee reiterated the submissions made before the 

authorities below and further submitted that neither the A.O. nor the Ld. CIT(A) 

appreciated the facts in right perspective, even after the admission of the 

additional evidence, by the Ld. CIT(A). He requested to set aside the issue to the 

file of the A.O. so that the proper reconciliation and explanation may be 

furnished to him by the assessee.  

7. The Ld. Sr. DR although supported the orders of the authorities below, 

however could not controvert the aforesaid contention of the Ld. Counsel for 

the assessee.  

8. We have considered the submissions of both the parties and perused the 

material available on the record. In the present case, it appears that the 

additional evidence furnished by the assessee particularly this facts that the 

goods dispatched by the Chinese Firm were not according to the specification, 

the same were not received, therefore, there was no question of making the 

payment had not been considered in right perspective. At the same time, it is 

also not clear as to whether the assessee furnished the reconciliation statement 

either before the A.O. or before the Ld. CIT(A) and explained satisfactorily the 

difference in the purchase found entered in the books of account and as 
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mentioned in the CBEC Export Import Summary tab. We therefore by 

considering the peculiar facts of this case, deem it appropriate to set aside this 

issue back to the file of the A.O. to be adjudicated afresh in accordance with 

law after providing due and reasonable opportunity of being heard to the 

assessee.  

9. In the result, appeal of the assessee is allowed for statistical purposes.  

(Order pronounced in the open Court on 06/04/2021) 

            Sd/-             Sd/- 

      आर.एल. नेगी                     एन.के.सनैी,  

         (R.L. NEGI )                   ( N.K. SAINI) 
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