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ORDER

PER P. K, BANSAL, V.P.

These cross appeals have been filed against the order of CIT(A)
dated 18/02/2014 relating to assessment year 2009-10.
2. The assessee has taken the following effective ground of appeal in its

appeal:

“I.  On the facts and circumstances of the case the Hon'ble
CIT{A) was arbitrary and unjustified in restricting the
exemption available uw/s 10(1) of the LT. Act lo
Rs. 1,724,509 303/- instead of Rs.3, 70,68, 305/~ as dlaimed
by the assessee.”
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3. In its appeal the Revenue has taken the following effective ground of
appeal:

"t Whether on the facts and circumnstances of the case, the
CIT(A} was justified in accepting the agricuftural income at
Rs. 1,00.00000/-."

4.  The only issue involved in the appeal filed by both the parties relates

to the estimation of agricultural income earned by the assessee.

5. The facts of the case, in brief, are that the assessee is @ private
limited company mainly engaged in the business of construction during the
year, The assessee submitted the return on 30/09/2009 declaring total
income of Rs.1,16,27,421/-. Subsequently, assessment was completed u/fs
143(3) of the Act on a total income of Rs.14,86,95,726/- in which the
Assessing Officer treated the agricultural income declared by the assessee
at Rs.3,46,09,022/- by taking the gross agricultural receipt amounting to
Rs.3,70,68,305/- as income from other sources. Wwhen the matter went
before the CIT(A), the CIT(A), after appreciating the facts as well as going
through the decision of Hon'ble Bombay High Court in the case of CIT vs.
P, C. Joshi [1993] 202 ITR 1017, Hon'ble Delhi High Court in the case of
CIT vs. Krishan Kumar Kapoor [2001] 251 ITR 150 {Del) and also the
decision of Nagpur Bench of this Tribunal in 1.T.A.No.273/Nag/2005 dated
0671072006 for the assessment year 2001-02. From the decision of Nagpur
Bench of the Tribunal, the CIT(A) noted that in that case the Assessing
Officer has estimated the net agricultural income at nil per acre while the
Tribunal for the assessment year 2001-02 estimated the agricultural income
at Rs.30,463/- per acre. The CIT(A) also noted the finding recorded by the

Assessing Officer under para 3 which reads as under:

"The assessee is showing agricultural income worth Rs.3.46
crores From land of 577 acres. If we consider that the whole of
the land was cultivated (it was later found that more than 150
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acres of land was uncultivated), then the land to income ratio
works out to Rs.60,000/-per acre. The assessee has not
produced even the basic eviderce regarding agricultural income
let alone the impossible resuits.”

and ultimately estimated the income of the assessee {@Rs.60,000/- per acre
as mentioned by the Assessing Officer taken 211,49 acres land to be the
cultivated land out of the total land owned by the assessee §77.25 acres
and thus, worked out the gross agricultural receipt at Rs.1,26,89,400/- and
after allowing the expenditure, he restricted the agricultural income 1o
Rs.1,00,00,000/-.

6. We have heard the rival submissions, carefully considered the same
along with the orders of the tax authonties below. We noted that the
assessee is a private limited company. The accounts of the assessee
during the impugned assessment year are duly audited. The assessee has
duly filed the audited report and the audited balance sheet with the
Annexures. The assessee is owning 577.25 acres of agricultural land. This
fact has not been denied by either of the party. The assessee returned the
net agricultural income at Rs.3,46,09,022/- after deducting from the gross
receipt sum of Rs.3,70,68,305/-, agricultural expenses of Rs.24,59,303/-.
The Assessing Officer issued the notice to the assessee ufs 142(1) and
asked the assessee to file various details with reference to the agricultural
land and the name and addresses of the persons from whom the
consideration was received in chegue as well as in cash and it was noted
that the assessee has received consideration towards the agricuitural
produce to the extent of Rs.1,70,68,304/- through chegue. Rest of the
consideration was shown to be received in cash. The assessee has duly
filed the copies of 7/12 extracts and on that basis the Assessing Officer
after obtaining the information from the Tehsiidar, District Superintendent,
Agriculture Officer, Jt. Director APMC Kalamna and also after issuing the
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notice to various parties ufs 133(6) noted that the assessee has the
agricultural land to the extent of 577.25 acres and out of which only 150
acres of land is uncultivated and therefore, the remaining land of 420 acres
is cultivated as observed by the CIT(A) also at para 8.4 of his order. The
Assessing Officer also mentioned in para 3 of his order that the ratio of the
land to income works out to Rs.60,000/- per acre but ultimately without
rejecting the books of account of the assessee took the whole of the gross
agricultural receipt of Rs.3,70,68,305/- to be the income from other
sources instead of accepting it to be the agricultural receipt and added the
same In the total income of the assessee instead of adding a sum of
Rs.3,46,00,022/- which was claimed by the assessee to be the agricultural
ncome.  We also noted when the matter went before the CIT(A), the
CIT(A) took the view as if the assessee has cultivated land to the extent of
711.49 acres and estimated the gross yield thereon @Rs.60,000/- per acre
which comes to Rs.1,26,89,400/- and ultimately restricted the agricultural
income to Rs.1,00,00,000/-. We have gone through the orders of the
authorities below as well as the evidence ad documents relied on before us,
we noted that Nagpur Bench of this Tribunal in LT.A.N0.273/Nag/2005 wile

deciding the similar issue in assessment year 2001-02 held as under:

“Though the AO has expressed the opimion that agricuftural
expenses are fow, he has not pointed out any instances or does
not corroborate his conclusion with any refevant material. in
these circumstances, the action of the AQ in rejecting the
income as shown in the P & L Account for agricuftural income
was not Justified. The conclusions of the (I T(A) in this regard
are, therefore, held to be proper and cail for no interference.
Once the books of accounts are accepted as correct there can
be no justification for the AQ fo reject the income from
agriculture as shown by the assessee. e also find that there is
absolutely no basis for the AQ to have come to the conclusion
that Rs,20,000/- per acre would be the proper agricuftural
income in the case of the assessee. In the circumstances, we
hold that the income from agricufture as declared by the
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assessee has to be accepted and the CIT{A} is justified in

directing the AQ to accept the agricuftural income as declared

by the assessee. The order of the CIT{A) defeting the addition

of Rs. 19.93, 155/~ under the head income from other source s,

therefore, sustained and this appeal of the revenue 15

dismissed.”
In this decision, we also noted that the Tribunal has also referred to
anather decision of Nagpur Tribunal in the case of Bhausaheb G. Mulak in
[.T.ANo. 929 to 932/NAG/1995 wherein the Tribunal has held 11% of the
gross agricuftural receipt as reasonable expenses to arrive at acceptable
agricultural income. We also noted that in that case the CIT{(A) has
accepted agricultural income {@Rs.30,463/- per acre. In this case, we
noted that the Assessing Officer has not rejected the books of account of
the assessee and without rejecting the books of account went on
estimating the income of the assessee. Since the assessee has not taken
any plea in this regard, the only course left out before us relates to the
estimation of the agricuttural income. It is not denied that the assessee is
owning the agricultural land to the extent to the extent of 577.25 acre.
The Assessing Officer in para 3 of its order has specifically mentioned that
out of the said land, 150 acres was uncultivated land therefore, the
cultivated land comes to 427.25 acres. The CIT(A), we noted, while
estimating the gross agricuftural receipt, has accepted the agricultural yield
@Rs.60,000/- per acre. On the basis of the decision of Nagpur Tribunal in
L.T.A.N0.273/Nag/2005 in which during the assessment year 2001-02 the
agricultural income was estimated at Rs.30,463/- per acre. learned
counsel for the assessee, before us, submitted the extracts of the
agricultural land from page 42 as well as details of the agricultural produce
by him. Keeping in view the fact that the assessee has taken maore than
two crops from the land, the estimation of agricultural yield, in our opinicn,
@Rs.60,000/- per acre is on lower side. We, therefore, direct the
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Assessing Officer to estimate the yield @Rs.65,000/- per acre in respect of
427.25 acres of land. Learned counsel for the assessee even through
vehemently contended before us that in some of the 7/12 extracts, the
crop has not been properly mentioned and therefore, out of the rest land
also the assessee got the income by way of agricultural produce but in the
absence of any contrary evidence being brought on record, we dismiss this
plea of Learned counsel for the assessee. Thus, estimation of the
agricultural yield @Rs.65,000/- per acre, the gross agricultural receipt will
come to Re.2,87,51,250/-. Thus, the gross agricuitural receipt in the case
of the assessee will come to Rs.2,87,51,250/-. We also noted that this
Tribunal in the case of Bhausaheb G. Mulak in LT.A.No. 929 to
932/NAG/1995 has held 11% of the gross agricultural receipt as reasonable
expenses. No contrary decision was brought to our knowledge. Woe,
therefore, respectfully following the said decision, direct the Assessing
Officer to take the agricultural expenses at 11% of the said sum of
Rs.2,87,51,250/- which comes to Rs.31,62,632/-. Thus, the Assessing
Officer is directed that the agricultural income of the assessee be restricted
to Rs.2,56,00,000/- in place of Rs.1,00,00,000/- as directed by the

Assessing Officer.

i In the result, the appeal of the assessee is partly allowed while the

appeal of the Revenue is dismissed.

(Order was pronounced in the open court on 24/11/2017

Sd/. Sd/.
(PAWAN SINGH) { P. K. BANSAL }
Judicial Member Vice President
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