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आदशे / O R D E R 
 

PER JAGADISH, A.M : 

 

Aforesaid appeal filed by the assessee for Assessment Year 

(AY) 2017-18 arises out of the order of Learned Commissioner of 

Income Tax, National Faceless Appeal Centre (NFAC), Delhi 

[hereinafter “CIT(A)”] dated 28.12.2023.   
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2. The only effective ground in this appeal of assessee is against 

the order of Ld. CIT(A) in estimating the net profit @ 1.5% as against 

net profit @ 8% of turnover provided in Section 44AD of the Income 

Tax Act, 1961 (hereinafter “the Act”). 

 
3. The brief facts of the case are that the assessee is in the 

business of procuring sand and other building material and supplying 

the same to real estate developers in the city of Chennai under the 

name of the proprietary concern “Dutech Enterprises”.  The assessee 

has deposited Rs. 10,80,000/- in her bank account during 

demonetization period but has not filed return of income for A.Y 2017-

18.  The A.O in the ex-parte order passed u/s. 144 of the Act has 

made the addition of entire credit of Rs. 6,90,13,510/- in the bank 

account as unexplained investment u/s. 69 of the Act.  On appeal, the 

Ld. CIT(A) has estimated the income @ 1.5% of the credit in the bank 

account and accordingly, restricted the addition to the tune of Rs. 

10,35,000/-.   

 
 
4. The Revenue is in appeal against adopting the rate of 1.5% of 

gross turnover of income as against @ 8% of turnover provided in 

Section 44AD of the Act.  The Ld. DR has argued that the Ld. CIT(A) 

has adopted 1.5% of the turnover as the net profit stating that the net 
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profit in her line of business is usually above 1.2% to 1.8%, but has not 

given any comparable case. Therefore, estimation of income is 

arbitrary and against the provisions of Section 44AD of the Act.    

 
 
5. The Ld. Authorized Representative (A.R) of the assessee has 

supported the order of Ld. CIT(A) and submitted that in the preceding 

year net profit was accepted @ 3.5% by the Department and 

subsequently, due to government policy on sand mining the business 

was closed.  Therefore, estimation of 1.5% was justified.  The Ld. AR 

has also argued that Section 44AD of the Act is not applicable in 

assessee’s case as her turnover exceeds Rs. 2 Cr.  

 
 
6.  We have heard the rival submissions, and perused the materials 

available on record.  The Ld. CIT(A) has estimated the net profit @ 

1.5% by stating that net profit in her line of business is between 1.2% 

to 1.8%. The assessee herself has shown net profit of 3.5% in the 

immediately preceding year, which has been accepted by the 

Department. We therefore, do not agree with the estimation of Ld. 

CIT(A) @ 1.5% of gross turnover as income and estimate the profit @ 

3.5% which has been accepted by the Revenue in the immediately 
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preceding year.  In view of the above, the appeal filed by the Revenue 

is partly allowed. 

 

7.  In the result, the appeal filed by the Revenue is partly allowed. 

 

Order pronounced on 20th  September, 2024. 

 

Sd/-  Sd/- 
(यस यस िव�ने� रिव) 

(SS Viswanethra Ravi) 

�याियक�याियक�याियक�याियक    सदसदसदसद�य�य�य�य / Judicial Member  

 (जगदीश) 
(Jagadish) 

लखेालखेालखेालखेा सद�यसद�यसद�यसद�य /Accountant Member 
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