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आदेश / O R D E R 

 
 

Per RAJESH KUMAR, Accountant Member: 
 

   This is an appeal filed by the assessee and is directed against the order 

of the Ld. CIT(A)-9, Mumbai dated 30.1.2015 pertaining to A.Y.2011-12.  

Despite of service of notice, none appeared on behalf of the assessee, 

therefore, we proceed to decide the appeal ex-parte without presence of 

assessee on the basis of material available before us and after hearing the 

ld.DR.  
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2. Only issue raised in the various grounds of appeal is qua upholding the 

addition of Rs.1,34,917/- by the ld.CIT(A) as made by the  AO under section 

69C of the Income Tax Act, 1961(hereinafter referred to as the Act)  on 

account of peak of cash credit in respect of alleged bogus purchase from M/s 

Raj Tool Corporation and M/s Shah  Enterprises. 

 

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

14.9.2011 declaring total income of Rs.99,92,560/-.  Thereafter, the case of 

the assessee was selected for scrutiny and statutory notice u/s 143(2) and  

u/s 142(1) were issued and served upon the assessee.  The AO made the 

addition of  Rs.1,34,970/- on the basis of peak credit under section 69C of 

the Act, 1961 by framing the assessment under section 143(3) vide order 

dated 21.1.2014 by assessing the income at  Rs.1,01,41,601/- under the 

normal provisions of Act.  Aggrieved by the order of AO, the assessee 

preferred an appeal before the ld. CIT(A).  Before the ld.  CIT(A) it was 

submitted that the addition u/s 69C of Rs.1,34,917/- was not justified as the 

amount pertains to the suppliers  namely M/s Raj Tool Corporation and  M/s 

Shah Enterprises who have not confirmed the purchases made by the 

assessee from them. It was also submitted before the ld. CIT(A) that the 

above two suppliers were declared suspicious dealers by the Sales Tax 

Department, Government of Maharashtra.  The said information was passed 

on to the Income Tax Department by the Sales Tax Department, Government 
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of Maharashtra. The ld. CIT(A) finally dismissed the  appeal of the appeal by 

holding  as under : 

“2.2 I have considered the facts of the case, order passed by the AO 
and submission filed by the appellant. During the course of assessment 
proceedings, it was noticed by the AO that M/s Shah Enterprises and 
M/s. Raj Tool Corporation have issued bills to the appellant without 
actually delivery of the goods. These parties have issued 
accommodation bills without delivery of goods. It is also seen from the 
order passed by the AO that Maharashtra Sales Tax Department has 
sent the list of suspicious dealers who has issued bogus bills without 
delivery of goods and on verification, AO found that above two names 
of the parties were appearing in the list provided by the Maharashtra 
Sales Tax Department. Appellant during the course of assessment 
proceedings and during the appellate proceedings before me failed to 
provide any evidence in respect of actual delivery of goods from these 
two parties. In view of above and for the reasons mentioned by the AO 
in the order passed I am of the opinion that AO has rightly added peak 
of cash credit ofRs.1,34,917/- u/s 69C of the Act.  Thus, the addition 
made by the  AO is upheld and accordingly these grounds of appeal 
are treated as dismissed”   

 

4. We have carefully considered the submissions of the parties, perused 

the material placed before us including the orders of authorities below.  We  

find that in the case before us, the disallowance of Rs.1,34,917/- was made 

by the  AO which relates to two suppliers of materials M/s Raj Tool 

Corporation and Mr. Shah Enterprises on the ground that purchase of 

material could not be confirmed from these suppliers. We further find that 

the AO received information from the Sales Tax Department qua the above 

suppliers being suspicious dealers and were engaged in providing 

accommodation entries.  We find merit in the arguments of the ld. AR that 

sources of purchases of material were not in dispute. The assessee has made 

purchases from these suppliers and duly made payments to the said suppliers 
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and these payments were duly reflected in the books of accounts of the 

assessee and therefore the provisions of section 69C of the Act cannot be 

invoked. For the sake of convenience and better understanding, the 

provisions of section 69C are reproduced below: 

“69C. Where in any financial year an assessee has incurred any 
expenditure and he offers no explanation about the source of such 
expenditure or part thereof, or the explanation, if any, offered by him 
is not, in the opinion of the Assessing Officer, satisfactory, the amount 
covered by such expenditure or part thereof, as the case may be, may 
be deemed to be the income of the assessee for such financial year : 

 

A  perusal  of the provisions of section 69C reveals that where the assessee 

has incurred any expenditure and the sources whereof  can not be explained 

before the  AO or AO is not satisfied with the explanation of the assessee 

only then provisions of section 69C could be invoked and not otherwise and  

therefore the order of CIT(A) upholding the order of AO by confirming the 

addition u/s 69C is wrong and cannot be sustained which is made on the 

basis of  peak cash credit. Accordingly we set aside the order of CIT(A) and 

direct the AO to delete the addition of Rs. 1,34,917/-. 

5. In the result, the appeal of the assessee is allowed.  

 

The above order was pronounced in the open court on 12th   Aug, 2016.                                

           घोषणध खरेु न्मधमधरम भें ददनधंकः 12th Aug,2016 को की गई । 
           
         Sd                                                                                       sd 

(JOGINDER SINGH)                                            ( RAJESH KUMAR) 
 Judicial Member                                                 Accountant Member              
 

भुंफई Mumbai: 12th   Aug, 2016. 

व.नन.स./ SRL , Sr. PS 
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