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JMA/ORDER

Per Sanjayv Garg, Judicial Member:

The present appeal has been preferred by the assessee against the order

of the Learned Commissioner of Income Tax (Appeals), National Faceless
Appeal Centre (NFAC), Delhi [hereinafter referred to as ‘CIT(A)’] dated
05/02/2024 passed u/s.250 of the Income Tax Act, 1961 (hereinafter referred

to as ‘the Act’) for the Assessment Year (AY) 2018-2019.

2. The assessee, in this appeal, has taken the following grounds of appeal:
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“1. The reopening of the assessment is bad in law in as much there is no live nexus
between the information received and formation of belief.

2. The learned AO has erred in reopening of the assessment in as much as it is
nothing but change of opinion since the AO has already examined all the transactions
during assessment proceedings.

3. The learned CIT(A) has erred in confirming the addition of Rs. 4,34,09,924 as
unexplained cash credit under Section 68 of the Act considering that the assessee has
managed accommodation entries from Chaniyara Agro Industries Put. Ltd. and
chargeable to tax under the provisions of Section 115BBE of the 1.T.Act, 1961 in as
much as the assessee has not brought any accommodation entry as alleged by the AO
in the assessment order and it is liable to be deleted.

4. The learned CIT(A) has erred in confirming the addition of commission of
Rs.2,17,049 under Section 69 as unexplained expenditure being 0.5% of Rs.
4,34,09,924 in as much as the assessee has not brought any accommodation entry as
alleged by the AO in the assessment order and it is liable to be deleted.”

3. Ground Nos.1 & 2:- Vide Ground Nos.1 & 2, the assessee has

contested the validity of the reopening of the assessment u/s.147 r.w.s.148 of

the Act.

3.1. The brief facts of the case are that the assessee is engaged in the
business of trading of edible oil. The original return of income was filed by
the assessee on 31/03/2018 declaring a total income of Rs.8,30,950/-. A
survey was carried out in the case of one Shri Sandip Maganbhai Chaniyara
and group cases on 08/01/2021. During the post survey statement, Shri
Sandip Maganbhai Chaniyara submitted a list marked as ‘Annexure-3’
containing details of accommodation entries along with name of beneficiary
parties to whom his concern Chaniyara Agro Industries Pvt.Ltd. had
provided accommodation entries, wherein, the name of the proprietorship-
concern of the assessee, M/s.Mahesh Masala Gruh Udhyog was also

mentioned as a beneficiary, who had received accommodation entry of
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Rs.3,19,60,276/- from the said Chaniyara Agro Industries Pvt.Ltd.
Accordingly, a show-cause notice u/s.148A (b) of the Act was issued by the
Assessing Officer (AO) to the assessee. The assessee filed its reply denying
any receipt of accommodation entry. However, the AO noticed that the
assessee, during the year, had received a total amount of Rs.4,34,09,924/-
from Chaniyara Agro Industries Pvt.Ltd. Since in his statement Shri Sandip
Maganbhai Chaniyara had admitted to have provided accommodation
entries to various beneficiaries, therefore, the AO passed an order
u/s.148A(d) of the Act, rejecting the contention of the assessee and thereby
reopened the assessment u/s.148 of the Act. Thereafter, the AO framed the
assessment and treated the sale consideration shown to have been received
by the assessee from Chaniyara Agro Industries Pvt.Ltd. as unexplained
income of the assessee. The Ld. CIT(A) confirmed the addition so made by
the AO.

3.2. Atthe outset, the Ld. Counsel for the assessee, has invited our attention
to the copy of the reasons recorded for re-opening of the assessment, the

contents of which for the sake of ready reference, are reproduced as under:

“ANNEXURE

1. As per the information flagged by the CBDT, the assessee has procured bogus
purchase bills worth Rs. 3,19,60,276/- from M/s CHANIYARA AGRO
INDUSTRIES PVT LTD. The key person of this company has accepted in statement
on oath that the assessee has given bogus purchase bills for commission @0.05% of
the values of bills. The details available have been compared with the ITR filed by the
assessee in the instant case. It is noticed that the assessee has filed ITR-3 for AY
2018-19 showing sales of Rs 260185332/-and purchases of Rs. 260843140/-.

2. Therefore, the information above suggests that income chargeable to tax for the

Assessment Year 2018-19 has escaped assessment within the meaning of section 147
of the Income-tax Act, 1961.

RAKESH KUMAR

WARD-1, NADIAD”
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3.3. The Ld. Counsel for the assessee has submitted that, in this case, the
AO had received the information that the assessee had procured bogus
purchase bills of Rs.3,19,60,276/- from Chaniyara Agro Industries Pvt.Ltd.
on payment of Commission @0.05% of the value of the bills, whereas, the fact
on the file was that the assessee had made sales of Rs.4,34,09,924/- to
Chaniyara Agro Industries Pvt.Ltd. He has submitted that the AO, without
verifying the said information with the accounts of the assessee, has re-
opened the assessment. He, therefore, has submitted that the re-opening of
the assessment has been made by the AO on the basis of borrowed
satisfaction of the Investigation Wing (IW). He has submitted that the
information received from the IW was factually wrong and, therefore, the
reopening of the assessment without correlating to the said information with
the accounts of the assessee was bad in law. The Ld.DR, however, has relied

upon the finding of the Ld. CIT(A) on these issues.

4. We have heard the rival contentions of the Ld. Representatives of the
parties and gone through the record. Though, in this case, the initial
information received by the AO was relating to the procurement of bogus
purchase bills of Rs.3,19,60,276/- by the assessee from Chaniyara Agro
Industries Pvt.Ltd., however, in the reasons recorded, in the subsequent lines,
it is mentioned that the assessee had given bogus purchase bills for
commission @ 0.05% to Chaniyara Agro Industries Pvt.Ltd. On the basis of
aforesaid information, the AO show-caused the assessee as to why the
assessment be not reopened. After considering the reply of the assessee, the
AO has passed an order u/s.148A(d) of the Act, wherein, he has specifically
held that the sales shown by the assessee to Chaniyara Agro Industries
Pvt.Ltd. were not genuine and that the bogus transaction was done with the

sole motive to, infuse of his own unaccounted income, in the guise of sale. A
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perusal of the order dated 29/03/2022 passed u/s.148A(d) of the Act, shows
that the assessment has been reopened by the AQO, in this case, after due
application of mind and after considering the facts on the file. We, therefore,
do not find any infirmity in the order of the Ld. CIT(A) upholding the
reopening of the assessment. Thus, Ground Nos.1 & 2 of assessee’s appeal

are, therefore, dismissed.

5. Ground No.3:- Vide Ground No.3, the assessee has agitated the
confirmation of addition of Rs.4,34,09,924/- made by the AO as unexplained
cash credit on account of accommodation entry received from Chaniyara

Agro Industries Pvt.Ltd.

6. We have heard the rival contentions on this issue. Admittedly, the
assessee is engaged in the business of trading of edible oil. Though the AO
had information that Shri Sandip Maganbhai Chaniyara was engaged in
providing accommodation entries through his concern - Chaniyara Agro
Industries Pvt.Ltd. and that the assessee was one of the beneficiaries,
however, the Ld. Counsel for the assessee, referring to the statement of Shri
Sandip Maganbhai Chaniyara, as reproduced in the assessment order, has
submitted that the name of the assessee was not mentioned by Shri Chaniyara
in his statement recorded u/s.131 of the Act. The Ld. DR, however, has
invited our attention to page No.4 of the assessment order, wherein the
relevant part of the “Annexure-3’, referred to by the AO, has been reproduced
showing 32 entries/transactions done by the Chaniyara Agro Industries
Pvt.Ltd. with M/s. Mahesh Masala Gruh Udhyog, a proprietorship-concern
of the assessee, reflecting a total amount transferred by the said concern to
the assessee through RTGS of Rs.3,19,60,276/-. Further, from the accounts of

the assessee, the AO has also extracted 9 more entries/transactions of
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Rs.1,14,49,648/-  done by M/s.Mahesh Masala Gruh Udhyog with
Chaniyara Agro Industries Pvt.Ltd., totalling the total transactions of
Rs.4,34,09,924/-.  Therefore, the contention of the Ld.AR that the name of
the assessee did not figure in the incriminating material is not tenable. Hence,

the same is rejected as such.

6.1. However, the undisputed fact is that the AO has not disputed the
purchases made by the assessee. The allegation of the AO is that the assessee
had made bogus sales to Chaniyara Agro Industries Pvt.Ltd. The AO has
added the entire sale consideration. The AO, since, has not disputed the
purchases, therefore, even if we assume that the sale transaction was bogus,
then the reasonable presumption is that the assessee might have sold his
stock-in-trade to some other person. Therefore, when the purchases are not
disputed, the entire sale consideration cannot be added by the AO, but only
the profit element involved therein. Therefore, the action of the AO in adding

the entire sale consideration cannot be held to be justified.

6.2.  Now, in this case, the assessee has duly disclosed all the sales made to
Chaniyara Agro Industries Pvt.Ltd. in his books of accounts and all the sale
consideration has been received through banking channel. The profit
element has already been offered for taxation. The AO has not rejected the
books of accounts. There is no evidence on the file that the assessee had
routed his unaccounted income through aforesaid sales transactions. It is not
the case of the AO that the net profit rate offered by the assessee is less as
compared to the market transactions of the same goods. The sale transactions
have been duly disclosed by the assessee in the GST returns.  Since the

assessee has already offered the profit element on such sales for taxation,
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hence, in our view, no addition is warranted in this case. The addition made

by the AO is, therefore, ordered to be deleted.

7. In the result, the appeal of the assessee stands partly allowed.
Order pronounced in the Open Court on 21/01/2026.
Sd/- Sd/-
(Annapurna Gupta ) ( Sanjay Garg)
Accountant Member Judicial Member
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