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1.  Aforesaid appeal by assessee for Assessment Year (AY) 2017-
18 arises out of an order of learned Commissioner of Income Tax
(Appeals), NFAC dated 24-12-2024 in the matter of an assessment
framed by Ld. AO on best judgment basis u/s 144 on 29-12-2019.

Having heard rival submissions, the appeal is disposed-off as under.




2. During assessment proceedings, the assessee was required to
explain sources of its bank credits. It transpired that the assessee
deposited cash of Rs.13.96 during demonetization period whereas
other credits in whole of the year were Rs.186.89 Lacs. The assessee
admittedly carried on business during this year. On other bank credits
of Rs.186.89 Lacs, Ld. AO estimated income @8%. The cash deposit
of Rs.13.96 Lacs was separately added as unexplained investments.
3. The Ld. CIT(A) noted that the assessee was wholesale trader of
mobile phones. However, the assessee did not file return of income
and the books were not audited in this year. The cash was stated to
be sourced out of business receipts. The assessee furnished relevant
registration certificate and financial statements including cash book,
purchases and sales ledger. However, it was observed by Ld. CIT(A)
that the contra entries as passed by the assessee in the cash book
was not commensurate with the cash sales as shown by the
assessee. Therefore, the assessment was upheld against which the
assessee is in further appeal before us.

4. From the facts, it clear emerges that the assessee has carried
out business activities during this year since Ld. AO has applied
presumptive rate of 8% on other bank credits. In our considered
opinion, when the assessee is not shown to have any other source of
income, the artificial bifurcation of deposits as done by Ld. AO was not
justified. The assessee has filed sufficient documentary evidences to
establish the factum of carrying out of wholesale business of mobile

phones. Therefore, the whole of credits are to be considered as



business receipts only. Proceeding further, the assessee is engaged
in wholesale trading of mobile phones which is thin-margin commodity
and the rate of 8% is on a very higher side. Considering totality of
facts, we direct Ld. AO to estimate the income of the assessee at 4%
of total bank credits including deposits during demonetization period.
The income thus computed would be assessable as business income
only. No other ground has been urged in the appeal.

5. The appeal stands partly allowed.

Order pronounced on 03" February, 2026.

-Sa- -Sd-
(UDAYAN DAS GUPTA) (MANOJ KUMAR AGGARWAL)
JUDICIAL MEMBER ACCOUNTANT MEMBER

Dated: 03-02-2026
AB

3= o1 gfaferfa 3SR /Copy of the Order forwarded to :
1. &Fﬁ?ﬂiﬁlAppellant
2. uadf/Respondent

3. AHIIAGHI/CIT
4. fTqurigufafAfa/pr

5. MSBISd/GF

ASSISTANT REGISTRAR

ITAT AMRITSAR



