Respected Sir,
With Reference to captioned assessee in captioned matter, we have been directed to
submit the following details/information/documents as required by your good self:

1. Alleged accommodation entries in form of bogus purchases(Questionnaire
Point No. 1 of notice dated ............... )
On perusal of aforesaid notice dated ............... , it is observed that following
transactions are alleged to be accommodation entries provided by Sh. ...............
in form Bogus Purchases through various entities operated by him:

FY Bank account | Amount (in Name of A/c No. of
Rs.) paperconcern paperconcern
of used for entry
2014-15 [ XXXXXXX 15,50,000 [XYZ XXXXXXXXXXX

In regards to aforementioned allegation, it is submitted that the alleged
transaction are genuine entries entered by the assessee during the course of his
normal business operations. Following is the comparison of alleged transactions
with transactions reflected in books of accounts.

FY Party Name | Value Involved | Value as per Remarks
as per books of
Questionnaire accounts
(In Rs.) (InRs.)

2014-15 | XVZ 15,50,000/- 15,50,000/- | Alleged transaction

pertains to sale of cotton
seed cake.
Copy of account for
relevant period is
attached herewith on page
no. .......

1.1. The aforementioned purchases from M/s. XVZ are genuine transactions
and duly considered in financial statements prepared for period under
consideration. Following evidentiary documents supporting the claim of
assessee is attached herewith:

1.1.1. Copy of Account for FY ............... on page no. ............

1.1.2. Copy of Purchase Bills alongwith bill of transporter on page no.

1.1.3. Copy of stock records of Market Committee on page no. ............

1.1.4. Relevant extract of Audited Financial Statements for FY ...............
indicating Guar Purchased during the year on page no. ............




1.2.

1.3.

Further, it is submitted that all the payments made to M/s. XVZ in respect
of alleged purchase transactions are made through proper banking
channels and the bank statements for the relevant period can be produced
before your goodself for verification. In light of aforementioned
documentary evidences, it is clearly evident that the allegation of bogus
purchases is incorrect and baseless and the same may please be dropped.
Further, it is observed that the allegation in respect of accommodation
entries taken by the assessee in form of alleged bogus purchases from
entities allegedly operated by Shri. ........... and receives back cash from
them, and actual purchases are made from grey market in cash directly
from the farmers, is solely based on the statement of a farmer Shri. ........... ,a
person not connected to the assessee group in any manner. He is a stranger
having no knowledge of the business affairs of the assessee group.
However, if your goodself is in possession of any other evidence such as
sale transaction / purchase transaction / agency agreement on which
commission is paid to him etc., indicating that Sh. ........... is directly or
indirectly connected to the business affairs of assessee group, then kindly
provide the same so that assessee can comment upon them accordingly.
On perusal of the statement of Shri. ........... recorded on ............... , it is
clearly evident that he is no where related to the business affairs of the
assessee group, he was only a companion of Sh. .......... .......... , Chartered
Accountant of the assessee group, who was present at the premise where
his statement was recorded merely by chance and with no intent. Further,
he has given a very generalized statement regarding the industry practice
for purchase of raw material from farmers without any specific indication
that the assessee is directly or indirectly involved in such practice. (For
ready reference, copy statement of Shri. ........... is attached herewith on page
no. ......... )
It is a point of discussion that how can department rely on statement of a
person not related to any of the party or group as a whole involved in
search proceedings neither he himself was party called for or summoned
by the Search Party. Merely relying on a very vague and generalized
statement of a person neither connected to any of the assessee group in any
manner nor aware of the business affairs of the group, clearly indicates that
the allegation of the department is baseless and incorrect and shall must be
dropped.
Further, in this regards we place our reliance on following recent judicial
pronouncements:
a. Hon’ble Apex Court in the case of CIT vs. Odeon Builders Pvt. Ltd.
[2019] 110 Taxmann.com 64 (SC), stated as under:

“Thus, the entire disallowance in this case is based on third

party information gathered by the Investigation Wing of the

Department, which have not been independently subjected to
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further verification by the AO who has not provided the copy of
such statements to the appellant, thus denying opportunity of
cross examination to the appellant, who has prima facie
discharged the initial burden of substantiating the purchases
through various documentation including purchase bills,
transportation bills, confirmed copy of accounts and the fact of
payment through cheques, & VAT Registration of the sellers &
their Income Tax Return.In view of the above discussion in totality,
the purchases made by the appellant from M/s Padmesh Realtors Puvt.
Ltd. is found to be acceptable and the consequent disallowance
resulting in addition to income made for Rs. 19,39,60,866/-, is directed
to be deleted.”
b. CIT v/s JMD Computers and Communications Pvt. Ltd. [[2009] 180
Taxman 485 (Delhi)]
“...In the impugned judgment the Tribunal meticulously went
through the evidence on record and returned the following findings of
fact:
(i) it is undisputed that the assessee was maintaining complete
accounts including daily item-wise, stock register, purchase book,

sales book, purchase bills and sales books;

(ii) the accounts of the assessee have been duly audited under the

Income-tax Act as well as the Companies Act;

(iii) sales invoices of vendors were placed on record before the

Assessing Officer. Insofar as purchases made by the assessee, were

concerned they were entered in the item-wise stock register

maintained by the assessee;

(iv) all payments for purchases have been made by cheques;

(v) a complete quantitative analysis between purchases made and

corresponding sales were prepared and filed before the Assessing

Officer. The quantitative analysis made has not been called into

question by the Assessing Officer;

(vi) ledger accounts of the six suppliers showed substantial debit

balances indicating that the assessee had made advance payments

to the suppliers on several dates.
In view of this, the Tribunal came to the conclusion that the
deletion made by the CIT(A) had to be sustained. The Tribunal
in particular, noted that the Department having accepted the
purchases, it could not have been assumed that the assessee had
inflated its purchase by introducing fictitious purchases. The
Tribunal made a particular note of the fact that the statement
of Sh. Ashok Kumar who is the brother of Sh. T.R. Chadda, the
source from which the revenue had received information about
bogus purchases by the assessee had evidently made a statement
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1.4.

1.5.

on 26-2-2002 admitting therein that he was carrying on the
business of issuing bogus accommodation bills on commission
basis with the assessee; which was not put to the assessee, for
rebuttal or cross-examination.”

c. CIT vs. M/s Rice India Exports Pvt. Ltd.,, ITA No. 999/2010 dated
03.08.2010 (Del)

“It is settled law that in revenue matters, the onus of proof is
not a static one. Though the initial burden of proof lies on the
assessee yet when it files purchase bills and affidavits, the onus
shifts to the Revenue. One must not forget that it is Revenue
which has powers regarding discovery, inspection, production
and calling for evidence as well as survey, search, seizure and
requisition of books of accounts.”

In the instant matter, assessee has duly discharged its initial burden of

substantiating the genuineness of the purchase transactions by attaching

necessary documentary evidences mentioned above. Thus, in light of the

aforementioned judicial pronouncements, it is humbly submitted that the
allegation in respect of accommodation entry in form of bogus entry is false
and must be dropped.
Without prejudice to aforesaid submissions in regards to alleged
accommodation entries taken by assessee in form of alleged bogus
purchases, it is submitted that, the assessee had maintained proper stock
records along-with books of accounts and the same were audited by a
chartered accountant. Complete quantitative details of raw material and
finished goods are provided for in the audited financial statements and also
the same is duly reported in clause 35 of Tax Audit Report filed for the
relevant period. (Copy of relevant extract of audited financial statements
and tax audit report is attached herewith on page no. ....... ) The alleged
bogus purchases have been duly delivered to assessee and the same is
recorded into our stock records and thereafter consumed for further
production of final products and/or sold to various parties in regular
course of business.
In respect of cash being received back from the alleged parties operated by
alleged entry operator Sh. ABC, it is submitted that no supporting evidence
have been provided to us in respect of which assessee can comment upon.
Merely, relying on the statement of third party without any independent
investigation is illegal under law and unjustified. In support of our
contention, we place our reliance on following judicial pronouncements:
a. PCIT Vs. TejuaRohit Kumar Kapadia [2018] 94 taxmann.com 325
(Supreme Court)
“Where purchases made by assessee-trader were duly supported
by bills and payments were made by account payee cheque and
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there was no evidence to show that amount was recycled back
to assessee, Assessing Officer was not justified in treating said
purchases as bogus under section 69C.”

b. ACIT Vs. Pinaki D. Panani, ITA 119/MUM/2015, AY 2009-10, ITAT

Mumbai

Considering the totality of facts and the foregoing discussion including
various judicial pronouncements, we find that the assessee duly
maintained books of account. The contract receipts are completely
verifiable as they are paid/received through accounts payee cheque and
subjected to TDS. This factual matrix was not even controverted by
the Revenue. Thus, mere appearance of the purchase parties on
the website of the Sales Tax Department does not falsify the
purchases, claimed to be made by the assessee. There is a
possibility that some other parties might have engaged with
such parties in a suspicious manner but in the present case, no
evidence has been brought on record to fortify the suspicion
raised by the Assessing Officer, more specifically when the
purchase was made through account payee cheque and the
payment of receipt from the contractee party/MCGM is also
through banking channel. There is no evidence that any payment
was paid back in cash. In the light of therefore going discussion, we
find no infirmity in the conclusion of the Ld. Commissioner of Income
Tax (Appeal), it is affirmed, resulting into dismissal of appeal of the
Revenue.

c. CIT Vs. Nangalia Fabrics (P) Ltd. [2014] 220 Taxmann 17 (Gujarat)
“Tribunal held that since purchases were supported by bills, entries
were made in books of account and payment was made by cheque,
addition should have to be deleted. Issue being based on facts, required
no consideration.”

d. CIT Vs. Smt. Anju Jindal [2016] 387 ITR 418 (Punjab & Haryana)
“Where for all purchases ordered to be disallowed by Assessing Officer,
payments had been made by assessee through account payee cheques,
Tribunal rightly deleted addition made by Assessing Officer.”

e. CIT vs. Manish Enterprises, 276 CTR 89 (Calcutta)

“6. Since the Tribunal had found from the materials on record that
payments were made by account payee cheques which were duly
debited to the assessee’s bank account and credited in the bank
accounts of the suppliers and the AO had presumed and made the
addition by observing that the assessee had purchased goods by making
cash payments, in our view, there is no substantial question of law

arises.”
1.6. Further, it is pertinent to note that your goodself had neither disputed the
stock records of the assessee nor have raised any concern regarding the
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sales reported in statement of profit & loss prepared for the relevant

period. In such case, it is next to impossible for the assessee to inflate

purchases by taking alleged accommodation entries in form of alleged

bogus purchases as the assessee maintains daily stock records and all the

alleged purchase transactions have been duly considered in preparation of

such stock records. If it is alleged that there exists any bogus purchases in

the books of accounts, then there must be corresponding bogus sales

recorded therein and the same must be reduced from total sales.

In support of our contention, we place our reliance on following recent

judicial pronouncements:

a. Pr. CIT Vs. M/s. Mohommad Haji Adam & Co., ITA No. 1004 of 2016,
Bombay High Court

............. , we are of the view that the assessee cannot be

punished since sale price is accepted by the revenue. Therefore,

even if 6% gross profit is taken into account, the

corresponding cost price is required to be deducted and tax

cannot be levied on the same price. ......... "

b. ACIT Vs. M/S Steel Line (India), ITA No. 1321/MUM/2016(AY 2009-
10), ITAT Mumbai

“If the AO has not disputed the genuineness of sales and the
quantitative details and the day to day stock register
maintained by the assessee, a trader, he cannot make an
addition in respect of peak balance of the bogus purchases. He
can only determine the element of profit embedded in the bogus
purchase.”

c. CIT Vs. Simit P. Sheth, 356 ITR 451 (Gujarat), AY 2006-07

In the present case, the Commissioner of Income-tax (Appeals)
believed that when as a trader in steel the assessee sold certain
quantity of steel, he would have purchased the same quantity from
some source. When the total sale is accepted by the Assessing
Officer, he could not have questioned the very basis of the
purchases. Therefore, the Commissioner (Appeals) believed the
assessee’s theory that the purchases were not bogus but were made
from the parties other than those mentioned in the books of account.

d. ACG Arts & Properties (P.) Ltd. vs. DCIT [2018] 93 taxmann.com 486
(Mumbai - Trib.)
o T The Ld. Representative for the assessee pointed out that
so far as the instant year is concerned, qua the four paintings which
are in stock, there is no net debit in Profit and loss account which
reduces the taxable income, in as much as, whatever purchase price is




debited, the same has been carried forward as closing stock. In
relation to one painting, whose stated cost is Rs. 11,25,000/-, the
same has been sold for Rs. 16,87,500/and the assessee has a net credit
in its Profit & loss account of Rs. 5,62,500/-............

7.2 In fact, with regard to one of the transaction, wherein one
painting has been sold and profit thereof has been credited in the
P&L Account, there is no doubt about the sale made. The Ld.
Representative for the assessee is quite justified in invoking
the ratio laid down by the Hon’ble Bombay High Court in the
case of NikunjEximpEnterprises(P.) Ltd. (supra), in such a
situation, to canvass that where sale of purchased goods is
not doubted, the corresponding purchases could not be
construed as bogus.”

e. Once sales are not in dispute purchases cannot be disallowed as has
been held by the decision of Mumbai Bench in the case of ITO vs.
Rajpal Singh reported in 91 TTJ 993.

f. Pushpal Kumar Das vs. DIT, ITA No 1442/Kol/2012, Date of
judgment- 10.12.2015 (ITAT-Kolkata)
“7. We have given a wvery careful consideration to the rival
submissions. It is clear from the order of the CIT(A) and the evidence
on record that there was no valid basis to treat the entire
purchases as bogus as was done by the AO. If purchases are
being disallowed to the extent of Rs.10,14,942/- what will
happen to the corresponding sales being shown. The CIT(A)
therefore was right in concluding that the A.O. was not
justified in considering the entire purchases as bogus from
these nine parties. The fact that the other parties avoided notices
u/s 133(6) of the Act could be because they were not disclosing sales
made to the Assessee in their books of accounts. The AO at best could
have rejected the books and estimated income of the assessee but he
has not done so. Treating the entire purchases as bogus and
making addition would result in absurd results in that the
entire sale proceeds would get taxed as income. In the given
facts and circumstances of the case, the addition made was rightly
deleted by the CIT(A). We find no ground to interfere with the order
of the CIT(A). Consequently, Gr.No.1 raised by the Revenue is
dismissed”.
g. RupeshChinmanlalSavla vs. ITO, ITA No 6179-6182/Mum/2016, Date
of judgment- 30.01.2017 ITAT- Mumbai)

“We have heard the rival submissions, perused the orders of the
authorities below and the material available on record. It is very
much apparent from the assessment order that the basis for treating
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the purchases made by the Assessee from certain parties as
mentioned in the assessment orders is only the information obtained
by the Assessing Officer from Sales Tax department. We find that
this information was not parted to the Assessee by the Assessing
Officer. It is also not known as to what kind of information
Assessing Officer has got from the Sales Tax department relating to
the present Assessee before us. Solely based on this information
obtained from Sales Tax department, Assessing Officer required the
Assessee to produce these parties for verification and simultaneously
he deputed the Inspectors to issue notices under Section 133(6) to
these parties. Again, we noticed from the assessment order that
Inspector has given a report stating that some of the notices were
returned unserved and it was also reported by the Inspector that no
such business activities are carried out at the given address in some
of the parties. Again, this report of the Inspector was never
forwarded to the Assessee at any point of time, but was kept on
record. Thus, it is apparent that sole basis of addition is only the
information obtained from the Sales Tax department by the
Assessing Officer. The Assessee for whatever reason might not
have produced the parties for verification may be due to lapse
of time or may be due to the dealers shifting from their
business premises etc., but he has produced the copies of bank
statements, where the payments were made through cheques
and the ledger copies of the books of the Assessee of the
parties etc. to prove the genuineness of the purchases. The
Assessing Officer never doubted the sales made by the
Assessee for such purchases, in fact, he has accepted the sales.
Without there being any purchases, there could not be any
sales. It is also not proved by the Assessing Officer that the
amounts paid by the Assessee to the dealers were returned
back to the Assessee and the purchase bills issued are only
accommodation entries. Simply because the Assessee could not
produce the dealers, the entire purchases cannot be treated as bogus
purchases. The Assessing Officer could have made further
investigations to ascertain the genuineness of the transactions”.
h. ACIT v. Mahesh K. Shah, 148 DTR 1, ITA No. 5194/Mum/2014, Date
of pronouncement — 31.01.2017, ITAT - Mumbai

“4.3.4 On an appreciation of the material on record, it is evident
from the order of assessment that it is primarily on the basis of
information/details obtained from the Sales Tax Department,
Government of Maharashtra that the AO issued the show cause
notice to the assessee to explain the said purchases and issued notices
under section 133(6) of the Act to the said 12 parties from whom the
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said purchases were made, to which there was no response. We find
that the AO primarily relying on the information obtained from
Sales Tax Department, i.e. statements/affidavits given before them by
these parties, held the said purchases amounting to "96,45,645/- to be
bogus. While it may be true that the said parties did not appear
before the AO, for whatever reason, the fact remains that the assessee
had filed copies of purchase invoices; extracts of stock ledger showing
entrylexit of materials, copies of bank statements to evidence that
payments for these purchases were made through normal banking
channels, etc. to establish genuineness of the aforesaid purchases.
From the record it is evident that the AO has not doubted the
sales affected by the assessee and therefore it would be logical
to conclude that without corresponding purchases being made,
the assessee could not have effected sales.

4.3.5 In our considered view, the AO has not brought on record any
material evidence to conclusively prove that the said purchases are
bogus. Mere reliance by the AO on information obtained from the
Sales Department or on statements/affidavits of the 12 parties before
the Sales Tax Department or that these parties did not respond to
notices issued under section 133(6) of the Act, would not in itself
suffice to treat the purchases as bogus and make the addition under
section 69C of the Act. If the AO doubted the genuineness of the
said purchases, it was incumbent upon him to cause further
inquiries in the matter in order to ascertain the genuineness or
otherwise of these transactions. Without causing any further
enquiries to be made in respect of the said purchases, the AO
cannot make the addition under section 69C of the Act by
merely relying on information obtained from the Sales Tax
Department, the statements/ affidavits of third parties,
without the assessee being afforded any opportunity of cross
examination of those persons for non-response to information
called for under section 133(6) of the Act.

4.3.6 In the factual matrix of the case on hand, where the AO failed
to cause any enquiry to be made to establish his suspicions that the
said purchases are bogus, the assessee has brought on record
documentary evidences to establish the genuineness of the said
purchase transactions, the action of the AO in brushing aside these
evidences cannot be accepted. Further the Hon'ble Bombay High
Court in the case of CIT vs. Ashish International (ITA No.
4299 of 2009) (Bom) has held that the genuineness of the
statements relied upon by Revenue is not established when the
assessee disputes the correctness thereof and has not been
afforded opportunity to cross examine these parties. Moreover,
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when the payments for the said purchases to the said 12 persons is
through proper banking channels and there is no evidence brought on
record by the AO to establish that the said payments were routed
back to the assessee, the addition made by the AO is unsustainable.
We are fortified in this view of ours by the decisions, inter alia, the
Hon'ble Bombay High Court in the cases of NikunjEximp
Enterprises Pvt. Ltd. (supra) and Ashish International (supra)
and the decision of the Coordinate Bench in the case of M/s.
Vaman International Put. Ltd. (ITA No. 794/Mum/2015 dated
16.11.2016). In this factual and legal matrix of the case on this
issue, as discussed above, we find no reason for interference in
the order of the learned CIT(A) and consequently uphold her
order deleting the addition of "96,45,645/- made under section
69C of the Act as unexplained expenditure in respect of the
aforesaid purchases. Consequently, ground 1 to 4 of the Revenue’s
appeal are dismissed.”

i. CIT vs. NikunjEximp Enterprises (P.) Ltd., 216 Taxman 171 (Bombay)
“Section 37(1) of the Income-tax Act, 1961 - Business expenditure -
Allowability of [Burden of proof] - Assessment year 2001-02 -
Assessing Officer disallowed income of assessee alleging non-genuine
purchases from different parties - Commissioner (Appeals) upheld
order of Assessing Officer - Assessee filed letters of confirmation
of suppliers, copies of bank statement showing entries of
payment through account payee cheques to suppliers and
stock reconciliation statements - Sales of purchased goods
were not doubted and substantial amount of sales made by
assessee was to Government department - Further, books of
account of assessee had not been rejected - Tribunal deleted
disallowance - Whether merely because suppliers had not
appeared before Assessing Officer or Commissioner (Appeals),
it could not be concluded that purchases were not made by
assessee”

j. CIT vs. Precious Jewels Corporation, 205 Taxman 22 (Raj)(MAG.)
“6. This is how the Tribunal dealt with this issue relating to
impugned addition in para 5 of impugned order:

"5. Considering the above submissions, we find substance in the
arqument of the ld. A/R that after completion of the transaction
assessee was having no control over the suppliers from whom
claimed purchases were made nor it was justified to expect control of

the assessee over the suppliers to utilize the money paid in
consideration against the purchases of goods differently. The assessee
had  furnished all the necessary information supported with
documents which could have been expected from a prudent purchaser
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to establish the genuineness of the claimed purchases. These
documents were copies of vouchers of purchases containing all the
necessary details including Sales-tax Registration Number, Bank
account of the assessee showing the payment made to the parties
against purchases, export invoices reflecting the export of the goods
purchased from the claimed parties and copy of bank account
showing the receipt of remittances of export sales. These documents
have been placed at pages 1 to 77 and 83 to 115 of the paper book.
Payments have been made by account payee cheques. Their
confirmations were also filed. In the cases of M/s. Kartika
Exports, M/s. Gems Hi Gems, M/s. RAS Gems Exports, M/s.
Gaurave Exports, M/s. Shilp Exports, M/s. S.Gulab Chand &
Co., M/s. Girish Diam, M/s. Veni Gems and M/s. Arun
Jewellers, the assessee had also filed copies of their Income-
tax return, computation, ledger account. In the case of Fine
Jewellery Co., the assessee had filed their confirmations, and
copies of ledger account besides purchase bills. Thus we find in
one hand the assessee had furnished all the necessary
information supported with documents to establish the
genuineness of the claimed purchases made from the said
parties whereas in other hand there was no any positive
evidence on record to support the allegation of the AO that
the above stated parties were not genuine. The AO has not
come with any positive evidence to establish that the goods
were not purchased from those parties but from someone else
and that the amount paid by the assessee in consideration
against the supply of goods to them were ultimately returned
by them to the assessee. Merely because assessee could not
produce the suppliers, on the later occasion during the course
of assessment proceedings or in some cases the parties did not
respond summons served upon them does not lead to the
conclusion beyond doubt that the purchases claimed and the
suppliers were not genuine, especially when the export of
goods has not been denied by the AO. Under these
circumstances we are of the view that the ld. AO having
distinguishable facts and circumstances are not of any
assistance to the revenue.The decisions in the case of DCIT wv.
Adinath Industries, (supra), DCIT v. Brahmaputra Steels Pvt. Ltd.
(supra), Raunaq Finance Co. v. JCIT (supra), Shiv Trading co. v.
ITO (supra), Om Metals & Minerals Ltd. v. JCIT (supra), Sagar
Mal Daa& Co. v. ITO (supra), Sambhav Gems Ltd. v. ACIT
(supra), Parasmal Jain v. DCIT (supra) and Praksh Chand Vijay
(supra) relied upon by the ld. A/R also support the decision of first
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appellate authority. We thus do not find reason to interfere with the
first appellate order on the issue. The same is upheld. The ground is
thus rejected.”
k. ACIT vs. Sanvik Engineers India Pvt. Ltd., ITA No. 3201/D/2015)
1. M/s. MansaroverInfratech Pvt. Ltd. vs. ACIT, ITA No. 7022/Del/2014,
ITAT Delhi
m. M/s. Electromac Industries vs. ITO, ITA No. 4697/Mum/2017, ITAT
Mumbai
In light of the aforementioned documentary evidences, explanations and judicial
pronouncements, we request your goodself to appreciate the aforesaid facts &
circumstances of the case, well settled legal position of the matter, and the
allegation may please be dropped and no adverse inference may please be
drawn.

We hope you will find the above submissions in order. Sir, should your good self
require any other information, the assessee shall be too willing to furnish the same.
Needless to state here that, a fair and proper opportunity be granted to the assessee
before drawing any adverse inference or relying upon any material against the
assessee. Please do the needful and oblige.

Thanking you,
Yours faithfully,
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