Specimen Application under Section 264
	To
	Name of assesse……............…

	The Principal Commissioner or Commissioner
	PAN……....……....…….....….

	Range....................................
	Assessment year(s)…..…...…..

	..............................................
	Status………….............………


Sub.: Application under section 264
Dear Sir,
1. The assessee`s case for assessment year 2017-18 was selected for Scrutiny.
2. The assessee is a firm engaged in the business of trading and manufacturing of precious and semi-precious stones. For the year under consideration, the assessee returned an income of Rs. 2,58,320. Subsequently the same was revised to Rs. 3,38,320 declaring additional income of Rs. 80,000. The books of account of the assessee were seized in the course of search operations conducted at the business and residential premises of the assessee. However, photo copies of the relevant documents/vouchers, etc. were given to the assessee in order to enable it to explain its position in the course of assessment proceedings.
3. In the rough emerald account the assessee had shown total sales of Rs. 38,64,311 as against Rs. 18,13,700 in the preceding year. The G. P. rate this year worked out to be 6.49% as against 8.8% in the preceding year. The Assessing Officer (AO) observed that though the assessee had maintained complete and proper books of account as the stock register, it had not maintained qualitywise details of rough emeralds. This was one of the grounds of drawing an adverse inference. Next, the assessing officer asked the assessee to produce the three parties to whom rough emeralds were sold. In response to this the assessee provided the addresses of these parties. The assessing officer made inquires at the addresses given but could not trace the parties out, however, the assessing officer get an opportunity to verify the bank accounts of the said parties. On verification of the bank accounts, he found that cash was deposited on the same day when cheques were drawn by these parties. The assessing officer drew an adverse inference from this aspect of the bank account as well as on account of the non-production of the three parties before him. In the opinion of the assessing officer, sales were also shown at a comparatively lower rate to these parties. On account of all these factors, the assessing officer estimated the sales at Rs. 39,00,000 and applied a gross profit rate estimated at 9% and, accordingly, made an addition of Rs. 1,00,154.
4. It is indeed very difficult for us to appreciate the contention of the Department that the absence of quality wise details cast aspersion on the trading results declared by the assessee, particularly when no discrepancy inthe quantitative tally has been pointed out. A discrepancy in the tally maintained by the quantitative assessee in this case would have certainly entitled the assessing officer to conclude that there is businesses, suppression of sales. In certain absence of quality-wise details may also lead us to the conclusion suppressed sales, say, in the case of ball bearings where the sales value will depends on the make of the ball bearing. In case of sales value will precious stones also, the undoubtedly differ from quality to quality, however in such cases, each stone is of a different quality and its value is so subjective that it may be valued differently by different valuers. Hence, in such cases unless there is strong evidence to hold otherwise, the sales as shown have to be accepted when quantitatively there is no discrepancy
5. As regards non-production of parties, in our opinion it is not a sufficient ground to draw an adverse by the inference, particularly when the addresses given assessee tallied with those available with the bankers of those and with the parties sales-tax authorities. It would be too much to expect the asessee to do anything more in case of its customers.
6. With regard to AO`s contention that sales to these three parties had been made at lower prices, it is a mere statement of opinion by the assessing officer not supported by any direct or indirect evidence.
7. The AO`s observations regarding the entries in the bank accounts of the three parties do give rise to some curiosity and should prompt the assessing officer to probe further. But if the probe leads to nowhere, the unsatiated curiosity merely remains as a suspicion which is no ground to make any addition.
8. Therefore, the above addition is totally unjustified.
9. In this view of the matter your goodself is kindly requested to review the order of the assessing officer and pass necessary orders.
Thanking you
Yours truly                                                                 Date: ………………………..
For ABC                                                                    Place: ……………………….
………………………………….
[Authorised Representative]
Encl.: (1) Copy of the assessment order
(2) Challan for depositing fee
(3) Copy of the audit report under section 44AB.
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