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A /ORDER

PER S. R. RAGHUNATHA, AM :

These two appeals are filed by the revenue against the order of the
Learned Commissioner of Income Tax (Appeals)- 19, Chennai [hereinafter
referred to as the ‘Ld. CIT(A)’] for the Assessment Year (A.Y) 2015-16 & 2016-
17 arising out of the assessment orders of the assessing officer passed
u/s.153A r.w.s. 143(3) of the Income Tax Act, 1961 (in short ‘the Act’) both dated
30.12.2017.
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2. The brief facts of the case emanating from the records are that the
assessee is an individual engaged in the business of film production, distribution
and other film related business services such as financing, production
management etc. A search U/s.132 of the Act was carried out at the business
and residential premises of the assessee on 30.09.2015. During the course of
search certain loose sheets were seized. The assessee had also deposed
during the course of search to offer additional income of Rs.2,30,32,637/- for
the A.Y.2015-16 & and a sum of Rs.2,72,00,000/- as additional income for the
AY.2016-17.

3. The AO on the basis of the findings of the search, initiated the
assessment proceedings by issuing a notice u/s.153A of the Act dated
24.01.2017. In compliance to the said statutory notice the assessee filed his
return of income on 20.11.2017 by admitting a total income of Rs.29,83,760/-
and Rs.3,92,780/- for the A.Y.2015-16 and A.Y.2016-17 respectively. Further
the AO issued notices to the assessee u/s.143(2) of the Act on 27.11.2017.

4. During the course of assessment proceedings, after going through the
seized materials, the AO observed that the assessee has admitted in his
statement recorded, a sum of Rs.2,30,32,637/- and Rs.2,72,00,000/- an
additional income for the A.Y.2015-16 and 2016-17 respectively, whereas the
same is not declared in the return of income filed for the A.Y.2015-16 and 2016-
17.

5. The AO called for details by issuing notice u/s.142(1) of the Act and in
response to the notice u/s.142(1) of the Act, the assessee submitted that the
statements were given during the course of search based on un-finalised books
of accounts. It was further submitted by the assessee that when there is no
incriminating material, the addition cannot be made merely on the basis of
statement recorded. The statement recorded during the course of the search

was also retracted by the assessee during the course of search proceedings.
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6. The AO after considering the above submission of the assessee, rejected
the claim of the assessee and completed the assessment on the basis of
statement recorded from the assessee during the course of search. The AO
held that the assessee’s failure to disclose the additional income accepted was
only an afterthought to avoid taxes and hence the AO completed the
assessment proceedings by adding the amount of Rs.2,30,32,637/- and
Rs.2,72,00,000/- for the A.Y.2015-16 and 2016-17 respectively to the
assessee’s total income and passed orders u/s.143(3) r.w.s 153A of the Act
both dated 30.12.2017.

7. Aggrieved by the order of the assessing officer, the assessee preferred
an appeal before the Ld.CIT(A) for both the A.Ys. The Id.CIT(A) allowed the
appeals filed by the assessee on the ground that the assessment was
completed merely on the basis of the statements recorded from the assessee
during the course of search (which was later retracted) and not on the basis of
any incriminating material. Further, the Id.CIT(A) also observed that the
assessee has explained the source of the amounts which was admitted but later

retracted. The relevant paras of the order is extracted as detailed below:

For the A.Y. 2015-16:

6.12 On examination of the assessment order passed, it can be seen that the AO
has relied mainly on the appellant's statement recorded u/s 132(4) of the Act. It is
also evident that the appellant was not confronted by referring to any specific
incriminating material/ transaction. At the outset, it is only the general statement
recorded without identifying any of the transactions narrated in the seized material
(loose sheet) or pen drive. However, in the absence of any specific findings by the
authorised officer based on any of the seized material, there exists no basis to arrive
at any undisclosed income. It is only a general admission without any nexus to the
seized material. To substantiate the general admission, it requires evidence to
corroborate the admission made. In the absence of corroborative evidence, the
statement alone cannot substantiate the addition, especially when retracted.

6.13 In this regard, the Hon'ble jurisdictional tribunal in the case of ACIT v. Saveeta
Institute of Medical and Technical Sciences [2012] 25 taxmann.com 138
(Chennai-Trib) has held that addition made on the basis of the sworn statement
recorded u/s 132(4) of the Act cannot be sustainable and further held that the
admission made u/s 132(4) by the Special Officer of the College could not even be
treated as a valid piece of evidence.
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6.13.1 In the case of Shri. Ganesh Trading Company v. CIT [2013]
30taxmann.com170/214 Taxmann 262 (Jharkhand), the Court has held that a
statement made u/s 132(4) of the Act is a piece of evidence but the same is not
conclusive particularly because it is self-incriminating. Accordingly, it was concluded
that no liability could be fastened solely on the basis of sworn statement. In arriving
at this decision, the Court followed the judgement in the case of Kailashben
Manharlal Choski v. CIT [2010] 174 Taxmann 466(Guj). Further the Apex Court
in the case of Pullangode Rubber Produce Co Ltd v State of Kerala [1973] ITR
18 (SC) has held that an admission is an extremely important piece of evidence but
it cannot be said that it is conclusive and further observed that it is open to the
person who makes the admission to show that it is incorrect.

6.13.2 Further, the Apex Court in the case of Kasmira Singh v. State of Madhya
Pradesh AIR 1952 SC 159, has observed that the correct way to approach a case
of confession is to marshal evidence against the accused excluding the confession
altogether from consideration. Where the case can be decided independent of
confession, then, it is not necessary to take help of confession.

6.13.3 The undersigned is of the view that any additions based on statement
recorded must be corroborated with independent material. The Hon'ble Apex Court
in CIT v. P.V. Kalyanasundaram [(2007) 294 ITR 49] held that loose sheets or
documents found cannot form the sole basis for addition unless corroborated.
Therefore, the undersigned is of the view that the action of the AO, without bringing
corroborative evidence while making addition in the hands of the appellant is not
appropriate.

6.14 Further, the presumption laid down in section 132(4A) and 292C of the Act is
always a rebuttable presumption. The presumption can be strengthened when there
exists a strong finding found on the basis of the incriminating material found during
the course of search. In the instant case, there exist no information, in the seized
material indicating any suppression of income to the extent of Rs. 2.30 Crore as
visualised by the AO in the assessment order. In order to invoke the provisions of
section 132(4A) & 292C of the Act, the AO has to bring on record that the seized
material is relevant and the statement recorded is based upon the findings of the
seized material. In the absence of any such basis, the AO cannot invoke the
deeming provisions provided under the Act. Therefore, the addition made by the
AO on the basis of the statement recorded is not appropriate.

Upon Merits

6.15 The appellant during the course of assessment proceedings, has clarified the
amount of Rs.2,30,32,637/- which was admitted during the course of search as
under:

"“During the course of search, it has been found out that the capital account of
Aadhithiya Fincorp (P) Ltd has been credited to the tune of Rs. 1,73,32,637/-in the
name of Ramesh and Rs.57,00,000/-in the name of Suresh and Mr. Ramesh has
agreed to disclose the said amounts totaling to Rs.2,30,32,637/ in his hands as
undisclosed income, since the books of accounts of the company as well as Mr.
Ramesh has not been finalized at that point of time.

Subsequently the books of accounts of the company as well as Mr Ramesh and
duly finalized and it has been found that out of the capital credited in the name of
Ramesh Rs.71,00,000/- was duly reflected in the books of accounts of Mr.Ramesh
and given out of the explained sources and the remaining Rs. 1,02,32,637/ has
been duly offered in the hands of Aadhithiya Fincorp (P) Ltd as the said entry was
found in the books of the company only. Similarly the entry of Rs.57,00,000/- found
in the name of Suresh in the books of Aadhithiya Fincorp (P) Ltd. was offered in the
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hands of the company as the parties concerned are no way responsible for the entry
made is their names in the books of the company.

The miscellaneous income of Rs. 12,02,200/- represents amount of Rs. 12,00,000/-
declared to monthly the negative cash balance and the balance 2,200/-offered
represents bank credit which cannot be explained. While giving the declaration the
credit in the capital account of Aadhithiya Fincorp (P) Ltd., in the name of Ramesh
& Suresh was wrongly agreed to be disclosed in the name of the party concerned.”

6.16 The appellant to substantiate the above claim has submitted a detailed
reconciliation statement which was also made available before the AO and the
undersigned. In the reconciliation statement the appellant has clearly clarified the
recognition of Rs. 2,30,32,637/- as under.

Annexure 1
PICHANATHARPILLAI RAMESH - ADJPR48130Q
AY 2015-16
Grounds for Addition and E=concilistion

# Particulars Amounnt Total
1 | Assessed [ncome a5 pey the order passed u/s. 143{5 zow.s 1534 for

AY 2015-18

- Mzt Income Rstumsd aftsr decductions |Gross 34,46,589) 29 83,760
- Income agreed to De offered during searched bazed on
unfinalizsd books and loose shests 2.58.32,657| 260.,16.207
1.1 | Basis of the income agreed to be offored during seavch,
1} Eamsth - Cach Transactions 1,02.32.637
|2i Suresh - Cash Transactions 57,000,000
(3} Un raconciled during sesrch dus to unfinalized bosks 7100000 | 23022637

2 | Returned Income for AY 201E-16 [Gross)

1] Interest Income fom bank 3.090
2] Intersst Income frem Abhishsl Homes 17,783,472
3] Misec Income - Negative Cash Balavics 32.02.200
2] Shere of Profit from Abhishel Homes £ 62207 34,48 569

3 | Tetal amount to bs explained [ reconciled including income aiveady
rebomed u/s. 1530 of the [T Apt 2.50,32,6537

4 | Reconciliaton

Less: Income Offered [PiL)
t4j Dneowme returnsd for the AY 2015-16 3£, 46,562 J4.45.569

Less: Income offered in the hands of M/ s. Asdithys EinCorp (P)

Ltd. for the AY 2015-16 under ‘Undisclosed Income”

[1] Rameeh Cash Transzctions [Refar £[1} 1.02,32,657
2] Surssh Cssh Trarzactions [Fefer 1(2)) 57,000,000
i3] Unrzcomeiled trensacticns perisining to Suresh, 12,008,000
2} Unrscomriled trancactions perteining to Ramesh, 225500 | 1.80.58.157

& | Leas: Amount p&?.mmg to belance sheet items that were not
reconciled during ssarch, but later reconciled andit =/s. during
44AR of the LT Act.

11} Jewsil Lean Teken from hank. 15,00.000 15,00,000

Balance amount unsble to be explained or reconcilad,

i.e,, Refer (3) — {I&] + (5] + |6]}, and hencs, is amount remained
unsxplzined snd sgreed o be offer=c as incoms for the 4Y 2015-16
in the hands of appsallant. 27,833
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6.17 From the above reconciliation statement, the appellant was able to reconcile
to the extent of Rs. 34,46,569/- including the negative cash balance which has been
considered as income in the return of income filed. Further, the appellant was able
fo substantiate the amount of Rs. 1,80,58,137/- being the income admitted in the
hands of M/s. Aadithya Fincorp Pvt Ltd for the AY 2015-16 as undisclosed income.
In respect of the balance amount of Rs. 15,00,000/-, the appellant has reconciled
the same with reference to the jewel loan obtained from bank. The appellant
substantiated the above claim by producing evidences such as the return of income
filed for the AY 2015-16 by the appellant, the return of income and computation
statement in respect of M/s. Aadithya Fincorp Pvt Ltd for the AY 2015-16 and bank
statement evidencing the jewel loan. The appellant after reconciling the above, the
balance amount for which the appellant was unable to reconcile stands at Rs.
27,931/-only.

6.18 The undersigned is of the view that this amount is the undisclosed income that
requires to be added in the hands of the appellant. Therefore, out of the addition of
Rs. 2.30,32,637/- a sum of Rs. 27,931/- is hereby sustained. In this back drop, all
the grounds raised upon this issue are hereby treated as partly allowed and the
AO is directed to delete the addition to the extent of Rs. 2,30,04,706/- made for the
AY 2015-16.

For the A.Y. 2016-17:

6.12 The appellant during the course of assessment proceedings, has clarified the
amount of Rs.2,72,00,000/- which was admitted during the course of search as
under.

"During the course of search it has been found out that the capital account of
Aadhithiya Fincorp (P) Ltd has been credited to the tune of Rs. 2,71,78,600/-in the
name of Ramesh and Rs.2,46,78,600/ in the name of Suresh Rs. 10,00,000/- in the
name of Kannaki Rs. 15,00,000/- and Mr. Ramesh has agreed to disclose the said
amounts totaling to Rs.2,71,78,600/- in his hands as undisclosed income, since the
books of accounts of the company as well as Mr. Ramesh has not been finalized at
that point of time.

Subsequently the books of accounts of the company as well as Mr Ramesh are duly
finalized and it has been found that out of the capital credited in the name of
Ramesh Rs. 2,46,78,600/- was duly reflected in the books of accounts of Aadithiya
Fin Corp P Ltd., as the said amounts were received from some other companies.
Since the said entries were passed in Aadithiya Fin Corp P Ltd books, no disclosure
has been made in the hands of the assessee. During the course of investigation
proceedings the assessee has inadvertently agreed to offer the same in his hands.
Therefore, the genuineness of the said investments in the books of Aadithiya Fin
Corp has be considered in their assessment only

6.13 The appellant to substantiate the above claim has submitted a detailed
reconciliation statement which was also made available before the AO and the
undersigned. In the reconciliation statement the appellant has clearly clarified the
recognition of Rs. 2,72,00,000/- as under.
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PICHANATHARFILLAI RAMESH - ADJPR4813Q

AY 2016-17
Groundes for Additon snd Reconciliation

# Particulars Amount Total
1 | Assesced income a5 per the order passed 1fs. 143(3) rws 1534 for
AY 2016-17
- Net lmcoms Retwrmed after deductions [Sross incomes §,27 254 3,892,780
- Incoms &zyesd to be ofiered during searchnsc based on
unfinalizes bhooks and looze shests 2,72,00.000 | 2,75,92,780
1.1 | Ezs=is of the incoms sgresd o be oforzd during search
{1) Ramesh - Capit=! Account 9 2,72,00,000 | 2.73,00,000
2 | Eeturned Income for AY 2016-17 [Gross)
1} Intersct ncome from benk 5,777
2] Intersst Inocoms from Abhishels Homes 5,230,080
3] Misc incoms 87 .C03
4] Saere of profits from Athishel Homes 2,34 547 6.27,253=
3 | Tota! amount to ©s explained / reconciled 2.72.06.000
Feconsiliston
Less: Income Offared (P&L)
(1] Incomse refurnsd for the AY 2016-17 5.27,234 827,234
£ | Less: Income cffered in the hands of M/a. Asdithya EinCorp (P)
Ltd. for the AY 2016-17 under ‘Undisclosed Income’ head
(1] Offered for Eamesh 10,00.000
{2) Offered for Suresh 1500000 2E.,00.000
5 | Less: Amount pertaining to balanca gheet items that were not
reconciled during search, but later reconciled andit u/s. during
4441 of the LT At
(1] Amcunt pertaining to LIC Lesn Teken from mzurer 21 72368
12) Tep-up J=well Loan from bank. 10,358,000

13) Amount pertsining to Sres Gokulzm Chits & Financs collection
monsy on bekal of dsdithys Embarn (FI Ltd., partally
recorded in the books of sppellant to ths exzent of Rs.

2.08.62.592 during ssarch. {Total for AY i< 2 23 8f 500

2.4C.72,765

Eglance amount unshls t5 be sxplained or reconciled i=, refer (3i -
fiat + 15} + [6]}, end hence, is amount remeinsd unexpisined and
ssre=d {0 be offered as income for the AT 2015-16 in the kands of

appellant.

6.14 From the above reconciliation statement, the appellant was able to reconcile
to the extent of Rs. 6,27,234/- Further, the appellant was able to substantiate the
amount of Rs. 25,00,000/- being the income admitted in the hands of Mis. Aadithya
Fincorp Pvt Ltd for the AY 2016-17 as undisclosed income under the head For
Ramesh Rs. 10,00,000/- and For Suresh Rs. 15,00,000/-. In respect of the balance
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amount of Rs. 2,42,72,766/-, the appellant has reconciled the same with reference
to the amount pertaining to LIC loan availed amounting Rs. 21,72,368/-, Top-up
Jewel Loan from bank amounting to Rs. 10,38,000/- and the amount pertaining to
Sree Gokulam Chits & Finance collection money on behalf of Mis Aadithya Fincorp
Pvt Ltd. The appellant substantiated the above claim by producing evidences such
as the return of income filed for the AY 2016-17 by the appellant, the return of
income and computation statement in respect of Mis. Aadithya Fincorp Pvt Ltd for
the AY 2016-17 and bank statement evidencing the jewel loan.

6.15 The undersigned is of the view that the appellant was able to reconcile the total
amount of Rs. 2.72 crore. In this back drop, all the grounds raised upon this issue
are hereby treated as allowed both on legality as well upon merits and the AO is
directed to delete the addition of Rs. 2,72,00,000/-made for the AY 2016-17.

8. The Id.CIT(A) held that in the absence of any specific finding by the
assessing officer based on any of the seized material there exist no basis to

arrive at any undisclosed income and allowed the appeal filed by the assessee.

9. Aggrieved by the orders of the Ld. CIT(A), the revenue filed these appeals
which are taken up for adjudication. The grounds of appeal raised by the

revenue are reproduced below:

1. The Order of the learned Commissioner of Income Tax (Appeals) is
erroneous on facts of the case and in law.

2. The Ld. CIT(A) erred in deleting the addition of Rs.2,30,04,706/- for the AY
2015-16 & Rs.2,72,00,000/- for the AY 2016-17 to the total income, on the
premises that the material found and seized from the premises of the
assessee cannot be held against the assessee without taking cognizance of
the provisions of section 132(4A) r.w.s. 292C of the Act which provides for
presumption that the contents of the documents found during the course of
search are true till proved otherwise by rebutting evidence.

3. For these grounds and any other ground including amendment of grounds
that may be raised during the course of the appeal proceedings, the order
of Ld.CIT(A) may be set aside and that of Assessing Officer may be restored.

10. Ground No. 1 & 3 is general in nature and hence not adjudicated.

11.  The only issue raised in Ground No.2 of the revenue’s appeal is this,
according to Sections 132(4A) and 292C of the Act, when documents are found
during a search, the law presumes that the documents belong to the person

from whose premises they were seized and that the contents of those
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documents are true. However, in this case, the Id.CIT(A) deciding the matter
did not apply this legal presumption. As a result, the material found during the

search was not considered as valid evidence against the assessee.

12. In respect of the issue on addition made by the assessing officer, the
Ld.DR submitted that the same is made on the basis of confessions made by
the assessee, during the course of search proceedings. It was further
contended by the Ld.DR that loose sheets found during the search support such
additions. The Ld.DR further argued before us that section 132(4A) r.w.s 292C
of the Act make a presumption against the assessee in respect of books of

accounts and material seized.

13. Per contra, the Ld.AR submitted that on the date of search, i.e on
30.09.2015, which was the middle of the year, books of accounts were not
completed. The confession was made by the assessee based on incomplete
books of accounts wherein the petitioner had inadvertently included that income
from M/s.Aadithya FinCorp Private Limited. The Ld.AR submitted that the
confession was only because the books of accounts were not finalised. She
further submitted that the presumption u/s.132(4A) r.w.s 292C is a rebuttable
presumption and once the assessee has placed all materials before the
assessing officer, the addition cannot be made solely on the basis of sworn
statements. She further submitted that the loose sheets cannot form the sole
basis of addition in absence of any corroborative evidence. She also submitted
that, the AO has relied mainly on the assessee’s statement recorded u/s.132(4)
of the Act and the assesswee was not confronted by referring to any specific
incriminating material. She further submitted that the assessee had also made
a detailed explanation wherein the credits which formed part of the unexplained
income and submitted evidence and explanation as to why the same is not part
of unexplained income. She contended that the revenue not having challenged
the merits of the issue and the explanation given before lower authorities, the

ground of appeal of the revenue on technicality would be an academic exercise.
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14. We have heard the rival contentions perused the material available on
record and gone through the orders of the authorities. The solitary issue arising
for adjudication is limited to whether the Ld.CIT(A) was justified in deleting the
additions of Rs.2,30,32,637/- (A.Y. 2015-16) and Rs.2,72,00,000/- (A.Y. 2016-
17), which were made solely on the basis of the statement recorded from the
assessee under section 132(4) of the Act during the course of search. It is
undisputed that the assessee, during the course of search on 30.09.2015, made
a disclosure of additional income of Rs.2.30 crores (A.Y.2015-16) and Rs.2.72
crores (A.Y. 2016-17). We note that no corresponding incriminating material
correlating to this quantum of income has been specifically identified, analysed,
or relied upon by the AO in the assessment order. Further, we observe that the
assessee has retracted the disclosure by explaining that the statement was
made on the basis of un-finalised books of accounts and due to confusion
regarding income from M/s.Aadithya Fincorp Pvt. Ltd. However, we find that
the AO did not examine the assessee’s explanation nor bring any material on
record to independently establish undisclosed income. The addition was made
solely on the basis that the assessee had admitted such income during the

search.

15.  The Revenue’s primary contention is that the Ld.CIT(A) has failed to
appreciate the statutory presumption under sections 132(4A) and 292C, under
which the documents found in possession of the assessee are presumed to
belong to him; and the contents therein are presumed to be true unless
rebutted.

16. However, on perusal of the records, we find that the AO has not identified
any particular seized document which, by itself, establishes undisclosed income
of the quantum added. The assessment order does not describe or correlate
any loose sheet or seized paper to the alleged undisclosed income. There is no

finding that the loose sheets relied upon are books of accounts or that their
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contents had evidentiary value strong enough to override the assessee’s
retraction. The presumption u/s.132(4A) and 292C is only a rebuttable
presumption and is not conclusive proof. The assessee had offered an
explanation supported by books and records and detailed reconciliation. This

explanation has neither been disproved nor discredited by the AOQ.

17.  Therefore, we are of the considered opinion that the Ld.CIT(A) has rightly
held that the presumption cannot survive in the absence of an incriminating

document that actually relates to the additions made.

18. It is also a well-settled principle that a statement u/s.132(4) of the Act,
though an important piece of evidence, cannot be the sole basis of addition
unless supported by corroborative material. The retraction of a statement, when
accompanied by cogent explanation and supporting records, must be examined
objectively by the AO. In the present case the assessee retracted the statement
during the post-search proceedings itself and produced reconciliations,
explanations, and evidence demonstrating that the income mistakenly included
in the confession did not constitute undisclosed income. The AO neither
rejected these explanations with evidence nor pointed out any discrepancy.
Thus, the addition made merely on the strength of a retracted statement, and
without any corroborative incriminating material, cannot be sustained. The
Ld.CIT(A) has extracted and discussed the relevant seized materials and
concluded that the seized loose sheets did not indicate unaccounted income of
the quantum added. Further, the AO failed to link any seized asset or document
to the alleged undisclosed income and the explanation regarding source of
entries, including income from M/s.Aadithya Fincorp Pvt. Lid., was duly
substantiated. These findings have not been challenged by the Revenue on
merits. The Revenue’s appeal is confined only to the technical ground relating
to the presumption u/s.132(4A) and 292C of the Act, without disputing the
factual findings of the Id.CIT(A). The assessee’s reconciliations and the

absence of corroborative material and the lack of nexus between seized
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documents and additions. Therefore, the Revenue’s challenge becomes
academic in nature. In view of the above discussion, we are of the considered
opinion that the Ld.CIT(A) has passed a well-reasoned order after appreciating
the facts, evidence, and judicial principles. Accordingly, we find no infirmity in
the order of the Ld. CIT(A). The deletion of additions for A.Y. 2015-16 and A.Y.
2016-17 is upheld.

19. In the result, both the appeals of the revenue are dismissed.

Order pronounced in the open court on 09" December, 2025 at Chennai.
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