To,
The Assessing Officer,
Income Tax Department,
[Office Address],
[City, State].
Subject: Reply to Show Cause Notice Regarding Disallowance of Purchases Under Section 69C – Assessment Year 2016-17
Respected Sir,
We M/s--------------------------------------------------- PAN [Your PAN], in response to the Show Cause Notice issued by your office regarding the disallowance of purchases and additions under Section 69C of the Income Tax Act, 1961, for the Assessment Year 2016-17, would like to provide the following clarifications:
1. Information Flagged as High-Risk (CRIU/VRU) and Purchases Duly Recorded:
· It has come to our notice that certain scrap purchases reflected in the Form 26AS have been flagged under High-Risk CRIU/VRU due to the suppliers not responding to notices issued under Section 133(6) of the Income Tax Act.
· We would like to clarify that the purchases made by the assessee are duly recorded in our books of accounts and purchase ledgers. The TCS (Tax Collected at Source) has been correctly reflected in Form 26AS and the purchase transactions are genuine.
2. Supplier Details and Non-Response to Section 133(6) Notices:
· The suppliers in question have closed their businesses and have not responded to the notice under Section 133(6) issued by the department. As these suppliers have ceased operations, the assessee has been unable to provide the ITRs, Balance Sheets, or Bank Statements of the suppliers, as they do not maintain such records routinely, especially for transactions dating back to FY 2015-16 and AY 2016-17.
· Since the suppliers have ceased their operations and have failed to respond to the notice, it is beyond our control to produce additional documents like ITR, balance sheets, or bank statements. However, we confirm that the purchases are genuine and properly recorded in our books.
3. No Variation Between Purchases Shown in 26AS and Books:
· We wish to highlight that the purchases reflected in 26AS are in full accordance with our books of accounts, and there is no variation between the SFT (Specified Financial Transactions) shown in 26AS and the purchase entries recorded in our books.
· The disallowance under Section 69C appears to be based on the assumption of bogus purchases, but this assumption is incorrect. The purchases are supported by valid invoices, GST payments, and the TCS records, and all these documents have been duly verified in the books of accounts of the assessee.
4. Clarification Regarding Section 69C:
· As per Section 69C, an addition is made where the expenditure is found to be unaccounted or where the source of funds for purchases is unexplained. However, in this case:
· The purchases have been duly accounted for in the books of accounts.
· The payments have been made through proper banking channels.
· The GST records and TCS entries confirm the legitimacy of the transactions.
Thus, the disallowance of purchases under Section 69C is not justified, as these are legitimate transactions supported by the books of accounts, GST records, and TCS entries, which have been duly reported in Form 26AS.
5. Request for Reconsideration of Additions and Rectification of the Demand:
· Given the genuine nature of the purchases and the supporting documents available, we respectfully request the department to reconsider the addition made under Section 69C.
· We further request that the demand raised be dropped, as the purchases are reflected in 26AS and fully supported by the books of accounts.
6. Conclusion:
We assure you that all our transactions are legitimate and in compliance with the Income Tax Act, 1961, and the GST Act. The discrepancies raised are not due to any intention of tax evasion or misstatement, but merely due to the closure of suppliers` businesses and their inability to respond to notices. We request you to drop the additions and rectify the demand based on the facts presented above.
We remain available for any further clarifications or documents you may require and are willing to cooperate fully to resolve this matter.
Yours sincerely,
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