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AEA/ORDER

This is an appeal filed by the assessee against the order of CIT(A)
for assessment year 2009-2010, in the matter of order passed u/s.143(3)
of the I.T.Act.

2. The only grievance of the assessee relates to action of CIT(A) in
confirming the action of AO of treating the revised return of income filed
by the assessee as not valid.

3. Rival contentions have been heard and record perused. In the case
of the assessee, the original return of income was filed on 30-9-2009
declaring income of Rs.27,74,550/- and subsequently, a revised return of
income u/s.139(5) was filed on 24-09-2010 declaring nil income. The
revised return of income was filed because the assessee wanted to
change the method of accounting from percentage basis to project

completion method.
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4, The revised return of income u/s.139(5) of the Act was denied by
the AO on the plea that the assessee cannot change the Accounting
standard once adopted by the assessee.
5. By the impugned order the CIT(A) confirmed the action of AO.
6. | do not find any merit in the action of lower authorities, insofar as
both the original return as well as revised return was filed well within the
time prescribed u/s.139(1) and 139(5) respectively. Accordingly, | set
aside the orders of lower authorities and matter is restored back to the file
of AO for deciding afresh on the revised return filed by the assessee.
7. The issue under consideration is also squarely covered by the
decision of Pune Bench in the case of Satish H. Patel, 39 TTJ 458,
wherein the bench held as under :-

The issue for consideration is as to whether the assessee having
filed his return of income could change the method of
accounting. Admittedly, the assessee has filed original return of
income and the income was declared on the basis of WIP.
However, by filing the revised return, the assessee adopted the
method of accounting as project completion method for working
out the profit. It is also an admitted position that the accounting
period relevant to the assessment year under consideration was
the first year of business of the assessee. It is true that the
assessee realised his mistake and changed the method of
accounting bona fide. Earlier, the income was declared on the
basis of WIP and subsequently, the assessee adopted the
method of accounting as project completion method for working
out profit. It is also true that project completion method of
accounting is well recognised method and the assessee was
following this system in subsequent years, which was accepted
by the Department including the asst. yr. 1996-97. The assessee
can change one system of accounting to another system of
accounting before the assessment is completed. Where all that
the assessee had done was to make a final set of books on one
method and before anassessment had been made, corrected
that method, the AO did not come into picture at all on the
around of objection to a change of method of accounting. The
AO has to consider whether the revised return was based on
proper method of accounting. In view of revised return, the
income assessable in the hands of the assessee is loss of Rs.
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33,363. The AO is directed to compute the income accordingly. -
Kwality Overseas Employment Corporation vs. ITO (1984) 7 ITD
689 (Bom) relied on.”

8. In the result, appeal of the assessee is allowed, in terms
indicated hereinabove.

Order pronounced in the open court on this 21/10/2016
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