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3ICA/ORDER

PER AMIT SHUKLA (J.M):

The aforesaid appeal has been filed by the assessee against
order dated 19/03/2024 passed by NFAC, Delhi for the quantum
of assessment passed/s.143(3) for the A.Y.2016-17.



ITA No.2708/Mum/2024
Mrs. Priya Praphulla Chavan

2. The assessee is aggrieved by addition of Rs.49,04,221/-
made u/s.68 by the ld. AO. At the outset, it is seen that the 1d.
CIT(A) has passed exparte order whereby he has confirmed the
addition made by the ld. AO by treating the entire receipts as
‘unexplained income’ to be added u/s.68 for Rs.49,04,221/-.

3. Before us ld. Counsel submitted that assessee was running
business of car hiring wherein, she took the car on hire basis
and provided to various companies. Assessee had shown gross
receipts of Rs.58,56,887 /- and net profit of Rs.12,51,821/- from
such business. The 1d. AO to verify the contract receipts had
issued notices to nine parties from whom assessee has received
an amount of Rs.49,04,221/-. In most of the cases there was no
compliance and in two cases where compliance was made, AO
observed that TDS was not deducted. Accordingly, he treated the
entire receipts from these parties as ‘unexplained income’ of
Rs.49,04,221/-. Ld. Counsel further submitted that this amount
of Rs.49,04,221/- is part of the gross receipts declared by the
assessee on which assessee had already disclosed huge net profit
and there was no reason to tax the entire contract receipt as
income and that to be income from other sources. Thus, the

addition made by the 1d. AO is arbitrary.

4.  On the other hand, 1d. DR submitted that since 1d. CIT(A)
has passed exparte order, therefore, the matter can be restored

back to the file of the 1d. CIT(A).

5.  After considering the relevant facts brought on record, it is

seen that, it is not in dispute that assessee had declared income
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from car hiring business at Rs.12,51,821/- on total gross
receipts from business was Rs.58,56,887/-. Once assessee had
declared net profit of more than 22%, then how the part of the
gross receipts which had been shown on the credit side can be
added as income from undisclosed sources to be added u/s.68.
Simply, because the parties have not deducted TDS or no
compliance of notice u/s. 133(6) has been made by the parties, it
does not lead to inference that receipts from them already shown
as income, is undisclosed. When the amount of income has been
shown as receipts in the profit and loss account then same
cannot be taxed as unexplained credit u/s.68. The 1d. AO at the
best could have held that the net profit shown by the assessee
from such receipts is low or could have applied higher net profit.
But here in this case assessee itself had disclosed more than
22% of the net profit, therefore there cannot be any scope of
enhancing the net profit. Accordingly, the addition made by the
ld. AO is arbitrary and unsustainable on facts and thus is

deleted.

6. In the result, appeal of the assessee is allowed.

Order pronounced on 27t November, 2024.
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