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S /ORDER

Manoj Kumar Aqggarwal (Accountant Member)

1. Aforesaid appeal by assessee for Assessment Year (AY) 2012-13
arises out of an order passed by learned Commissioner of Income Tax
(Appeals), Chennai-20, [CIT(A)] on 04-03-2024 in the matter of an
assessment framed by the Ld. AO u/s.143(3) r.w.s 153A of the Act on
18-06-2021. The only grievance of the assessee is confirmation of
undisclosed business receipt for Rs.50 Lacs and addition of undisclosed

investment of Rs.140 Lacs.



2. Aforesaid appeal was heard along with various other appeals of the
assessee for different assessment year. The facts are stated to be
similar. In the above background, the impugned issues are adjudicated
as under.

3. Addition of undisclosed investment of Rs.140 Lacs

3.1 The Ld. AO made addition of undisclosed investment based on
certain loose sheets as found from the residence of Shri Sathish Kumar
which were seized as per Annexure ANN/GK/SK/LS/S-1. The said sheet
allegedely contained cash paid for purchase of land by the assessee.
After rejecting assessees’ submissions, Ld. AO made impugned addition
of Rs.140 Lacs in this year. Upon further appeal, Ld. CIT(A) confirmed
the same against which the assessee is in further appeal before us.

3.2 We find that this issue has been decided by us in assessee’s favor
in ITA No.1219/Chny/2014 for AY 2011-12 as under: -

Our findings and Adjudication

4. From the facts, it clearly emerges that the whole basis of addition of unaccounted
investment as made by Ld. AO stem from the loose sheets as found from the premises of
Shri Sathish Kumar who is stated to be an employee of the assessee. These loose sheets
were not found from the premises of the assessee. In this regard, a statement was
recorded u/s 131(lA) from Shri Sathish Kumar on 14-11-2019 which is kept on Page Nos. 6
to 11 of paper book Volume-I. In reply to Q. No.3, it was stated by him that the entries in
the sheets were in his handwriting. The entries were written by him based on oral
instruction given by Shri Gunasekar who was a land broker. It was confirmed that the
entries correspond to the amounts to be given for the land owned by the parties mentioned
in the sheet. In reply to Q. No.5, it was stated that Shri Gunasekar approached him but the
assessee (Shri PK Ganeshwar) completed the transaction himself and complete details
were known to him only. In reply to Q. No.7, it was stated that ‘advance’ as mentioned in
the sheet was estimated amount to be given to the parties. In reply to Q. No.10, it was
stated that Sheet No.55 was total of pay order column and cash column entered in Sheet
Nos. 49-52. He had summed it up in order to present the total value of quoted value of Shri
Gunasekar. Similarly, sheet Nos. 56-57, & 59-66 were stated to be proposal given by Shri
Gunasekar for lands owned by the parties as mentioned in these sheets. Finally, in reply to
Q.No.14, it was stated that sheets of Annexure ANN/GK/SK/LS/S-1 were prepared by him
and Shri Gunasekar but the details of payments may be enquired from the assessee (Shri
PK Ganeshwar). On these facts, it could be concluded that the transactions as mentioned
in the loose sheets were mere proposal and Shri Sathish Kumar had no knowledge of the
actual payments made on these transactions. The entries were stated to be mere proposal




and quoted values. Nowhere, it was admitted by him that actual payments were made on
these transactions since the actual transactions as well as payments thereof were known
to the assessee only. These sheets were more in the nature of quoted values / proposal
etc. and not the actual transactions as alleged by Ld. AO.

5. Proceedings further, it could be seen that a statement was recorded form the
assessee u/s 131(1A) on 30-10-2019 which is kept on Page Nos. 71 to 84 of paper book
Volume-l. The seized sheets were confronted to the assessee. The assessee, in reply to
Q.No.5, stated that the seized material was not in his handwriting and the same was not
found from the premises of the assessee. The existence of the sheet was not known to
him. The properties were purchased by him and his concerns and these investments were
duly reflected in the books of accounts. It was stated by the assessee that no unaccounted
investment was made in financial year 2010-11. The assessee also furnished the extent of
land purchased from the parties and amount for which it was purchased. Thus, the
assessee denied having made any undisclosed investment and asserted that all the
investments were duly accounted for in the books of accounts.

6. We find that the contents of loose sheets which form the very basis of impugned
addition in the hands of the assessee have been extracted on Page Nos. 8 to 13 of the
assessment order. Upon perusal of the same, it could be seen that these documents lack
sufficient details to form an opinion of actual cash payment by the assessee. The name of
the assessee is nowhere mentioned therein. The document even lack the basic details i.e.,
date of payments etc. These are mere scribbling / bald jottings which could not lead to a
conclusive conclusion of payment in cash by the assessee and his associated concerns.

7. It could be seen that the assessee has, all along, denied having made such
investment to various parties. It could also be seen that no incriminating material
whatsoever has been found from the possession / premises of the assessee to establish
the source of alleged unaccounted investments. The loose sheets have been found from
the premises of an employee of the assessee. The employee has denied having complete
knowledge of the transactions. He merely stated that the losses sheets contain mere
proposal for purchase of land and cash portion refer to the amount to be paid by cash.
There is no admission of payment of actual cash. Pertinently, the entries are stated to be
written by him based on oral instruction given by Shri Gunasekar who was a land broker. It
was confirmed that the entries correspond to the amounts to be given for the land owned
by the parties mentioned in the sheet. Though, Shri Gunasekar approached him but the
assessee completed the transaction himself and complete details were known to him only.
It was further stated that these were quoted value of Shri Gunasekar for proposal given by
him. The Ld. CIT(A) has also noted that no transaction had materialized with two parties.
Thus, no credence could be given to these loose sheets and these were rough jottings and
in the nature of mere proposals carrying no evidentiary value to make impugned addition in
the hands of the assessee unless the entries were corroborated by concrete evidence on
record.

8. We further find that assessee furnished undertaking from various sellers confirming
that the consideration was paid through cheques only as mentioned in the registered sale
deeds and no money was paid to them over and above the registered sale consideration.
One seller has expired whereas others three did not appear. However, the same could not
be held against the assessee since the assessee had already furnished the undertakings
of all the sellers before Ld. AO. No adverse inference could be drawn against the assessee
on this fact. Rather the assessee had duly discharged the onus as casted upon him to
substantiate his claim. The onus was on Ld. AO to disprove the same. We find that there is
no such material on record which would negate the documents furnished by the assessee
or which would falsify these documents.



9 We also find that except for rough notings in the loose sheet, there is nothing with
Ld. AO to corroborate allegation of undisclosed investment. In our considered opinion, the
burden was on Ld. AO to prove that such cash flows happened between the parties as
alleged. However, there is nothing on record to corroborate the allegation of Ld. AO.

10. Therefore on the given facts of the case, we would hold that the addition of
undisclosed investment was made merely on the basis of dumb document which would not
possess any stand-alone evidentiary value since it did not contain the complete particulars
of the relevant transactions to facilitate drawing of such an inference as done by Ld. AO.
An entry made in the loose sheets with scant details could not be used to fasten the tax
liability on the assessee in the absence of any corroborative evidence. Such seized
material is liable to be treated as dumb document which would not have any evidentiary
value in respect of entries found therein in the absence of corroborative evidence which
could provide necessary reliable basis for deciphering the nature and character of the said
entries. The addition made on the basis of such a dumb document could not be sustained.
Therefore, we delete the addition of undisclosed investment as sustained by Ld. CIT(A) In
the impugned order. The corresponding grounds stand allowed.

Facts being quite identical and taking the same view, we delete the
impugned addition and allow the corresponding grounds raised by the
assessee.

4. Undisclosed Business Income of Rs.50 Lacs

4.1 This addition is based on the basis of loose sheets as found from
the residence of Shri Sathish Kumar (an employee of assessee). During
search, two notebooks were found and seized as annexure
ANN/GK/SK/B&D/S-1 and S-2. The same allegedely contained receipts
(through cash and bank) from various entities such as ‘Nagraj & Co.’,
‘Angel Tex’, and ‘Raja Gopal’. Shri Sathish Kumar, in sworn statement
u/s 132(4), admitted that the payments were received on acocunt of sale
of machinery of M/s Booma Realty Pvt Ltd. (BRPL) in which the
assessee was major shareholder and one of the directors. In statement
recorded u/s 131(1) from the assessee, the assessee admitted that the
entries referred to sale proceeds of sale of old machineries / scrap /
waste cotton of M/s Kongrar Textile Ltd. (KTL) which was acquired by
BRPL. It was also stated that the receipts as received through banking

channels were admitted in the books of BRPL but cash receipts were not



acocunted for in financial year (FY) 2010-11 and partially acocunted for
in FY 2011-12.

4.2 The cash allegedly received in this year was quanified as Rs.70.05
Lacs but the assessee disclosed additional income of Rs.20.05 Lacs
only. It was claimed that remaining amount of Rs.50 Lacs as received in
cash on 02-11-2011 was already disclosed in the books of BRPL in the
ledger of Nagaraj & Co. However, Ld. AO rejected the same on the
ground that though the cash was received between 01-04-2011 to 22-07-
2011, the entry in the ledger was reflected on 02-11-2011. The Ld.
CIT(A) confirmed the same against which the assessee is in further
appeal before us.

4.3 We find that search happened on the assessee on 06-03-2019 and
the addition was based on the notings in the seized note books. In the
notings, cash has been received between 01-04-2011 to 22-07-2011 and
no cash has been received thereafter. This would mean that the
assessee has no other cash receipt from Nagaraj & Co. The ledger
extract of this party in the books of BRPL reflect cash receipt of Rs.50
Lacs. The only difference is in date. However, as per seized material, no
additional cash has been received by the assessee on 02-11-2011. In
other words, the aforesaid entry is nothing but arising out of the earlier
cash as noted in the seized material. Therefore, since this receipt has
already been disclosed in the books of BRPL, separate addition thereof
in the hands of the assessee would amount to double taxation. Hence,
we delete the same and allow the corresponding grounds raised by the
assessee.

5.  No other ground has been urged in the appeal. No defect has been

shown in the jurisdiction of Ld. AO.



6. The appeal stands partly allowed in terms of our above order.
Order pronounced on 19" November, 2024
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