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ATCA/ORDER
Per Madhusudan Sawdia, A.M.:

This appeal is filed by Shri Ramesh Babu Segu (“the assessee”), feeling
aggrieved by the order passed by the Learned Commissioner of Income Tax
(Appeals)-11, Hyderabad (“Ld. CIT(A)”), dated 19/11/2024 for the Assessment

Year (“A.Y.”) 2018-19.
2. The assessee has raised the following Grouds of appeal:

“1a. The order of the Learned First Appellate Authority in not correct
either on facts or in law and in both,

2a. The Learned First Appellate Authority erred in law and on facts
by upholding the additions made by the Assessing Officer under
Section 69C of the Income Tax Act, amounting to INR. 39,18,000/.
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2b. The Learned First Appellate authority is not justified in rejecting
the claim of appellant that the seized receipts totalling amounting
to INR 39,18,000/-do not belonging to the appellant.

3a. The Learned First Appellate Authority is not justified in
confirming the additions of INR 1,41,54,990 towards Long Term
Capital gain on Sale of Immovable property made by the Assessing
Officer.

3b. The Learned First Appellate Authority is not justified in
confirming the decision of the assessing officer in restricting the
cost of Land to INR 760 per Square yard from INR 1000 per Square
yard claimed by the appellant.

3c. The Learned First Appellate Authority is not justified in
confirming the decision of the assessing officer in restricting the
cost of construction to INR 300 per Square yard from INR 831 per
Square yard claimed by the appellant.

4a. The Appellant prays for leave to add or amend or alter any of

the grounds at the time of hearing of appeal.”
3. The brief facts of the case are that the assessee is an individual engaged
in the business of real estate services. The assessee filed his return of income
for the assessment year 2018-19 on 31.08.2018, declaring total income of
Rs.6,59,820/-. Subsequently, a search and seizure operation under section 132
of the Income Tax Act, 1961 (“the Act”) was conducted on 28.01.2020 in the
case of Polisetty Somasundaram Group. During the course of search, certain
unaccounted cash book and receipt vouchers were found and seized from the
business premises of Polisetty Somasundaram. On the basis of the said seized
material and the statement of the Managing Partner of Polisetty
Somasundaram, Shri Polisetty Shyam Sundar, recorded on 08.06.2020, the
Learned Assessing Officer (“Ld. AO”) observed that the assessee was allegedly
involved in unaccounted cash transactions with Polisetty Somasundaram
aggregating to Rs.2,21,18,000/- pertaining to assessment years 2014-15 to
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2018-19. Accordingly, notice under section 153C of the Act was issued to the
assessee on 29.08.2022. In response thereto, the assessee filed return of
income for assessment year 2018-19 on 08.03.2023, declaring total income of
Rs.8,87,820/-. The Ld. AO thereafter issued notice to the assessee under
section 143(2) of the Act on 10.03.2023. After considering the submissions of
the assessee, the Ld. AO, on the basis of seized material, alleged that the
assessee had made unaccounted cash payment of Rs.39,18,000/- to Polisetty
Somasundaram during the year under consideration and accordingly added the
same in the hands of the assessee under section 69C of the Act. The Ld. AO
further recomputed the long-term capital gains arising from sale of immovable
property by rejecting the fair market value adopted by the assessee as on
01.04.2001 and made an addition of Rs.1,41,54,990/-. The Ld. AO also made
additions of Rs.13,440/- on account of business income and Rs.50,000/- on
account of disallowance under section 80C of the Act. Accordingly, the
assessment was completed by the Ld. AO under section 153C of the Act vide
order dated 27.03.2023, determining the total income of the assessee at

Rs.1,90,24,250/-.

4. Aggrieved with the order of the Ld. AO, the assessee filed an appeal
before the Ld. CIT(A), who confirmed the additions challenged before him.

Hence, the Ld. CIT(A) dismissed the appeal of the assessee.

5. Aggrieved with the order of the Ld. CIT(A), the assessee is in appeal
before this Tribunal. The ground nos. 1(a) and 4(a) of the appeal of the

assessee are general in nature and require no separate adjudication.
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6. The ground nos. 2(a) and 2(b) of the appeal of the assessee are related
to the addition of Rs.39,18,000/- under Section 69C of the Act. In this regard,
the Learned Authorised Representative (“Ld. AR”) submitted that the addition of
Rs.39,18,000/- has been made by the Ld. AO solely on the basis of a cash book
extracted from a seized pen drive and two receipts seized from the premises of
Polisetty Somasundaram, a third party. As regards the evidentiary value of the
said seized pen drive, the Ld. AR invited our attention to the decision of the
Visakhapatnam Bench of the Tribunal in the case of Polisetty Somasundaram
Vs. DCIT in ITA Nos. 172 to 180/Viz/2023 dated 18.08.2023, wherein the
Tribunal categorically held that the contents of the seized pen drive and the
cash book generated therefrom do not have evidentiary value in the absence of
a valid certificate under section 65B of the Indian Evidence Act, 1872. It was
submitted that the said finding was rendered in the case of the very person from
whose premises the pen drive was seized. It was contended that when the pen
drive has been denied independent evidentiary value in the case of Polisetty
Somasundaram himself, the same pen drive cannot be relied upon to make an
addition in the hands of the assessee, who is a third party, in the absence of
any independent corroborative evidence. The Ld. AR further relied on the
decision of this Tribunal in the case of Purushottam Naidu Lekkala Vs. ACIT in
ITA No. 608/Hyd/2023 dated 11.06.2024, wherein it has been held that digital
evidence, without independent corroboration, cannot form the sole basis for

making an addition.
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7. The Ld. AR further invited our attention to the two receipts seized from
the premises of Polisetty Somasundaram and reproduced by the Ld. CIT(A) at
page 23 of his order. It was submitted that these receipts were treated by the
lower authorities as corroborative evidence in support of the pen drive.
However, on perusal of the said receipts, it would be evident that there is no
signature of the assessee on either of the receipts. The Ld. AR also invited our
attention to para no. 3 of the assessment order in the case of another person
i.e., Cheekati Ramaiah, wherein the Ld. AO had reproduced similar receipts
seized from the same party i.e., Polisetty Somasundaram. It was submitted that
all the receipts bear identical signatures of two persons, which clearly
establishes that the signatures do not belong to the assessee. Further, the Ld.
AR drew our attention to para nos. 4.2 and 4.3 of the assessment order, wherein
reference is made to the statement of Shri Polisetty Shyam Sundar recorded
under section 132(4) of the Act, stating that advances aggregating to
Rs.2,21,18,000/- were received from the assessee. However, in para no. 4.4 of
the assessment order, reference is made to the statement of Shri Yeluri
Chandra Sekhar Rao, Manager (Finance) of M/s. Polisetty Somasundaram
recorded during the assessment proceedings, who stated that the amounts
received from the assessee were towards principal and interest. It was
submitted that there is a clear and irreconcilable contradiction between the two
statements, which has not been reconciled by the Revenue. It was further
submitted that all the material relied upon by the Revenue has been seized from

the premises of a third party, does not bear the signature of the assessee, and
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has not been corroborated by any independent evidence belonging to the

assessee. Accordingly, it was prayed that the addition be deleted.

8. Per contra, the Learned Departmental Representative (“Ld. DR”) relied
upon the orders of the lower authorities. She submitted that the two receipts
seized from the premises of Polisetty Somasundaram contained the name of
the assessee and the amounts mentioned therein, and therefore constituted
corroborative evidence. She further submitted that the receipts contained three
signatures and not two, as contended by the assessee, and accordingly prayed

for confirmation of the addition.

9. In rejoinder, the Ld. AR invited our attention to para no.4.4 of the order of
the Ld. AO, wherein the statement of Shri Yeluri Chandra Sekhar Rao is
reproduced, and submitted that the so-called third signature appearing on the
receipts matches with the signature of Shri Yeluri Chandra Sekhar Rao, thereby
again establishing that no signature of the assessee appears on the receipts.
Accordingly, the Ld. AR prayed before the Bench to delete the addition of

Rs.39,18,000/-.

10. We have carefully considered the rival submissions and perused the
material available on record. We observed that the addition of Rs.39,18,000/-
in the hands of the assessee has been made primarily on the basis of (i) a cash
book extracted from a seized pen drive and (ii) two receipts seized from the
premises of Polisetty Somasundaram. In this regard, we have gone through the

para nos. 37 to 46 of the order of the Visakhapatnam Bench of the Tribunal in
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the case of Polisetty Somasundaram Vs. DCIT (supra), which is to the following

effect:

“37. With respect to Ground No.5, regarding the wvislatiornn of section 658 of the
Indian Evidence Act, the Ld. AR submitted that the primary evidence from wherein
the data was copied on the Pen Drive was not identified. The Ld. AR referred to
the Digital Evidence [Inwvestigation Manual issued by the CBDT which clearly
indicates the procedure for obtaining the Certificate U/s. 658 of the Indian
Euvidence Act. The Ld. AR further submitted that the Certificate obtained U/ s. 655
aof the Act is not in accordance with the procedures laid down in section 65B(2).of
the fmdian Euvidence Act. The Ldd: AR also submitted that the four conditions
prescribed in sub-section (2) of section 658 of the Indian Ewvidence Act should be
Sollowed cumulatively while obtaining the Certificate U/s. 658 of the Indian

HEE weETy Appeal Nos.

10337/2013-14 for AY 2014-15 Ramesh Babu Segu,
10381/2014-15 for AV 2015-16 PAN: AMRPE2059N
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11540/ 2016-17 for AY 2017-18

Evidence/ Act. The Ld. AR vehemently argued and submitted that the search team
has failed to adhere to the procedures laid down in section- 65B(2} (d} of the
Indian Evidence Act while. seizing the pendrive from Sri A. Srinivasa Rao, Cashier
af the assessee. The copy of the Certificate has been placed in Page-11 of the
Paper Book-1. The Ld. AR also produced a copy of Certification issued U/s. 658 of
the Indian Euvidence Act in another case wherein the primary and secondary
device details, including the ocwner / user of the dewice has been cleariy
mentioned., The Ld. AR submifted that in the instant case, no ewvidence was
produced by the Revenue stating that the data copied to the pendrive was from
the system identified in this regard, and used by the Cashier Sri A. Srinivasa
Rao. The Ld. AR therefore pleaded that on this ground ailso, the assessment order
is not a valid assessment order. The Ld. AR relied on the following case laws;
Fin Vetrivel Mineral wvs. ACIT, Central Circle-2, Madurai (20211 129
taxmann.com 126 (Madras)
fii) Judgment of the Hon’'ble Supreme Court in the case of Arfun Panditrac
Khotkar vs. Kailash Rushanrae Gorantyal and Ors in Civil Appeal Nos.
20825-20826 of 2017,
fiii}  Anuvar P.V. vs. P.K. Basheer and others [2014] 10 SCC 473 (SC).
38. Per contra, the Ld. DR submitted bejfore that the Digital Evidence
collection form was obtained from the assessee’'s premises during the. search
operations. The Ld. DR also submitted that as per page 33 of the submissions, the
system has been identified by the search party. Countering the same, the Ld. AR
submirtted that there is no evidence in support of the claim of the Ld. CIT-DR that
the same system was used by the assessee’s Cashier.
39, We have heard both the parties and perused the material available on
record and the orders of the Ld. Revenue Authornities on this issue as well as the
submissions made by the Ld. AR and the Ld. CIT-DR. The CBOT has issued an
muestigation Manual for the purpose of collecting Digital Evidence in the cases of
search and seizure. In para 2.6.3 of the said Manual, the CBOT has aduvised that
the procedure has to be consonance with fthe provisions of section 658 of the
Indian Evidence Act For reference sake, we extract below the relevant para 2.6.3
af the Manual:
*2.6.3 Under Indian Evidence Act there are several reference to documents
and records and entries in books of account and their recognition as euvidence.
By way of the THE SECOND SCHEDULE to the Information Technology Act

| = -
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Amendments to the Indian Evidence Act have been brought in so as (o
incorporate reference to Electronic Records along with the documents giving
recognition evidence.

Further, special provisions as to ewidence relating {o .electronic record
have been inserted in the Indian Evidence Act, -1872 in the form of section
654 & 658, afier section 65. These /provisions are very important. They
govern the integrity of the electronic record- as evidence, as well as, the
process for -creating electronic record. Importantly,- they impart faithful output
of computer the same evidentiary value as onginal without further proof or
production of oniginal Accordingly, while handling any digital evidence,
the procedure has to be in consonance of these provisions.”

40, Further, we find that-section 658(2) of the Indian Evidence Act clearly
specifies. the following conditions with respect to obtaining of Digital Evidence
both for primary and secondary evidences. The relevant extract of section 658(3),
{3}, and (4] are as follows:

(2] The conditions referred fo in sub-section

{1} in respect of a computer output shall be the following, namely:

(a) the computer output containing the information was produced by the
computer during the period over which the computer was used regularly
to store or process information for the purposes of any activities regularly
carvied on over 181 that period by the person having lawful control over
the use of the computer;

{b) during the said period, information of the kind contained in the electronic
record or of the kind from which the information so contained is derived
was regularly fed into the computer in the ordinary course of the said
activities;

{c) throughout the material part of the said period, the computer was
eperating properly or, if not, then in respect of any perind in which it was
net operating properly or was out of operation during that part of the
period, . was not such as to affect the electronic record or the accuracy of
its contents; and

(d} the information contained in the electronic record reproduces or is derived
Jrom such information fed into the computer in the ordinary course of the
said activities.
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(3) Where over any period, the function aof storing or processing information
for the purposes of any activities regularly carried on over that period , as
mentioned in clause (a) of sub-section (2] .was regularly performed by
computers, whether-
(a) by a combination of computers operating over that period: or
(b} by different computers operating in succession over that period; or
fc] by different combinations of computers operating in succession over that
period; or
(d} in any other manner involuing the successive operation over that Period,
in whatever order, of one or more computers and one or more combinations
of computers, all the computers used for that purpose during that period
shall be treated for the purposes of this section as constituting a single
computer; and references in this section to a computer shall be construed
accordingly.
(4} In any proceedings where it is desired to give a statement in evidence by
uirtue of this section, a certificate doing any of the Sfellowing things, that is to
say, -
(a} tdentifying the electronic record containing the statement and describing
the manner in which it was produced:; :
(B). giving such particulars of any device involved in the » production of that
electronic record as may be appropriate for the purpose of showing that the
electronic record was produced by a computer;
fc) dealing with any of the matters to which the conditions mentioned in
subsection (2] relate,
and purporting to be. signed by a person occupying a responsible official
position in relation to the operation of the relevant device or the management
of the relevant achivities [whichever is appropnate} shall be evidence of any
malter stated in the certificate; and for the purposes of this sub- section it
shall be sufficient for a matter to be stated to the best of the knowledge and
belief of the person stating it"
41. We find from the written submissions of the Ld. AR that the prawvisions of
seclion 65B(2)(d) as extracted above was rot followed by the Revenue. The
Revenue: failed to identify the primary system giving particulars of the
device involved in the production of the data was produced by a computer.
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42. Further, we have considered the cases referred to by the Ld. AR. In the
case of Vetrlvelt Mineral vs. ACIT, Central Circle-2, Madural reported in
f2021] 129 taxmann.com 126 (Mad jthe Honl3le Madras High Court has
observed as under.
*24. As contended by the wril petitioners, when the entire assessment has
been framed only on the basis of the so-called electronic record which are
said to be copies of Excel Sheet,— Excel work note book etc, non-

i of section 0 Indi Evidence A the
document , 1 551 the eye o Id by the Supreme
. Court in the fudgment Anvar P, V, case (supra).

“14.Any documentary evidence by way of an electronic record under the
EWc{en:e Act, in view of sections 59 and 65A, can be, proved ordy in
accordance with the procedure prescribed under section 658, Section 658
deals with the admissibility of the electronic record. The purpose of these
prouvisions is to sanctifly secondary evidence in electronic form, generated by
computer. It may be noted that the section starls with a non cbstante clause.
Thus, notwithstanding enything contained in the Ewvidence Act, any
information contained in an electronic record which is printed on a paper,
stored, recorded or copied in oplical or magnetic media produced by a
computer shall be deemed to be a document only if the conditions mentioned
under sub-section {2} are satisfied, without further proof or production. of
the original The very admissibility of such a document, Le., electronic record
which is called as computer oulput, depends on the satisfaction of the four
conditions under section 65B(2). Following are the specified conditions under
section 655(2) of the Evidence Act:

{i) The electronic record containing the information should have been
produced by the computer during the period cuver which the same
was regularly used to siore or process information for the purpose aof
any activity regularly carmed on ' over that period by the persen
having lawful control over the use of that computer;

fit) The information of the kind contained in electronic record or of the
kind from which the information is derived was reqularly fed into the
. computer in the ordinary course of the said activity;

fiti) During the material part of the said period, the computer was
operating properly and that even if it was not operating properly for
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some fime, the break or breaks had not affected either the record or
the accuracy of its contents; and
fivy) The information contained in the record should be a reproduction or
derivation from the information fed into the computer in the ordinary
course of the said activity:
15, Under section 65B{4] of the Evidence Act, if it is desired to give a
statement in any proceedings pertaining to an electronic record, it is
permissible provided the following conditions are satisfied:
a. There must be a certificate which identifies the electronic record
conftaining the statement;
b. The certificate must describe the manner in which the electronic record
was produced,
¢ The cetificate must furnish the particulars of the device tnvolved in the
production of that récord;
d. The certificate must deal with the applicable conditions mentioned
under section 658(2) of the Evidence Act; and
e. The certificate must be signed by a person cccupying a responsible
official position in relation to the operation of the relevant device.
16. It is further clarified that the person need only to state in the certificate that,
the same is to the best of his knowledge and belief Most importantly, such a
certificate must accompany the electronic record like computer printout,
Compact Disc {CD), Video Compact Disc (VCD), pen drive, etec., pertaining to
which a statement is sought to be given in evidence, when the same is-
produced - in evidence. All these safequards are laken o ensure ’ the source
and authenticity, which are the two hallmarks pertaining to electronic record
sought to be used as [fevidence: Electronic records being more susceptible to
fampering, alteration, transposition, excision, etc. without such safeguards, the
whole trial based on proof of electronic records can lead to travesty of justice.
17.  Only if the electronic record is duly produced in terms of section 658 of
the Evidence Act, the question would arise as to the genuineness thereof and in
that situation, resort can be made to section 45A opinion of examiner of
electronic evidence,
18. The Evidence Act does not contemplate or permit the proof of an electronic
record by oral evidence if requirements under section 658 of the Evidence Act
are not complied with, as the law now stands in India.*
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43. In the case of Anvar P.V vs. P.K. Basheer and Others [2014] 10 see 473
{SC}, the Hon'ble Supreme Court held their observations vide Paras 14, 15, 16, 17 &

is to state that non-compllance of section 65 of the Indi Evidence Act

renders the document ingdmissible in the eye of law. Relying on the same ratio
laid down by the Hon'ble Apex Court, the Hon'ble Madras High Court delivered its

Judgment in the case of Vetrivel Mineral, vs. ACIT (supra) vide para 24 of its order
which is extracted herein above. Therefore, in our opinion there is no need to repeat
the finding of the Hon'ble Supreme Court in the case of Anvar P.V. vs. P.K. Basheer
and Others again for reference.
44, Now coming to the decision of the Hon Hole Supreme Court in the case of
Arfun Pandit Rao Khotkar vs. Kallash Kushan Rao Gorantyal And Ors
reported in [2020] 7 SCC 1 (SC] the Hon'ble Apex Court has observed as under:
*30. Coming back to Section 658 of the Indian Evidence Adt, sub-section (1)
needs to be analyzed. The sub-section begins with a non-obstante clause, and
then goes on to mention information contained in an electronic record produced
by a computer, which is, by a deeming fiction, then made a "documeni”, This
deeming fiction only takes effect if the further conditions mentioned in the
Section are salisfied in relation to both the information and the computer in
guestion; and if such conditions are met, the “document® shall then be
admissible in any proceedings. The words “..without further proof or
production of the original...* make it clear that once the deeming fiction is given
effect by the fulfilment of the conditions mentioned in the Section, the "deemed
document” now becomes admissible in evidence without further proof or
production of the original as evidence of any contents of the original, or af any
fact stated therein of which direct evidence would be admissible. |
31. The non-pbstante clause in sub-section {1) makes it clear that when
it co tad in an electronic admissibil
and reof m w the drill of Section 65B, which is a

spectal provision in this behalf - Sections 62 to 65 being irrelevant for this
purpose. However, Section 65B{1) clearly differentiates between the
original document - which would be the originagl electronic record
contained in the computer in which the orlginal information is first

stored d t co ter ou t tainid tion which

then may be treated as evidence of the contents of the “original”
document. AUl this necessarily shows that Section 65B differentiates
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he e n n on tai in t {r] ter { and

coples made there from -the former being primary evidence and the
latter being secondary evidence,

J32. Quite obuviously, the requisite certificate in sub-section (4) is unnecessary
if the original document itself is produced. This can be done by the owner of
a laptop computer, a computer tablet or even a mobile phone, by stepping
inte the witness box and proving that the concerned device, on which the
onginal is owned and/or operated by him. In cases where "the computer”,
as defined, happens to be a part of a "computer system' or “computer
network” fas defined in the Information Technology Act, 2000) and it
becomes impossible fo physically bring such network or system to the
Court, then the only means of proving information contained in such
elecironic record ean be in accordance with Section 65B(1), together with the
requisite certificate under Section 65B(4). This being the case, it is necessary
to clarify what is contained in the last sentence in paragraph 24 of Anvar
P.V. (supra) which reads as "...if an electronic record as such is used as
primary evidence under Section 62 of the Evidence Act.” This may more
appropriately be read without the words "under Section 62 of the Evidence
Act..." With this minor - clarification, 'the law stated in paragraph 24 of
Anvar P.V. (supraf does not need to be revisited.
15, On careful perusal of the case laws cited above, we are of the considered
view that the - Revenue Authorities should mandatorily and [ scrupulously follow the
conditions laid down under section 65B(2) and (4 of the Indian Evidence Act to
render any documents to be valid in the eyes of law. In the instant case, the
investigation agency obtained a Certificate about the details of the pen drive and the
person in whose custody it was seized. Except these details nothing was there in the
Certificate and also the said Certificate was not completely filled up by the Ld.
Revenue Authorities, Further, from the Certificate obtained under Indian Evidence Act
which is placed in Page-11 of Paper Book-2, we find - force in the arguments of the
Ld. AR that it is not as per the conditions laid down U/s. 65B of the Indian Evidence
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Acl. For the sake of reference, the Certificate is reproduced here in below:
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N HEITY Appeal Nos.

10337/ 2013-14 for AY 2014-15 R

amesh Bab
10381/2014-15 for AY 2015-16 PAN: AMRP:‘:;WS; g;‘
104938/ 2015.16 for AY 2018-17 AYs - 2014-15 ta 201718

115407201617 for AY 2017-18

46, After considering the decisions of the Hon’ble Supreme Court in the case of
Anvar P.V Vs P.K. Basheer and Others (supra); Arjun Pandit Rao Khotkar vs. Kailash
Kushan Rab Gorantyal and Ors (supra) and the judgment of the Hon'ble Madras High
Court in the case of Vetrivel Mineral vs. ACIT fsupra) as well as on perusal of the
facts and circumstances of the case, we are of the considered we that the Jour
conditions stipulated in section 658(2) i.e., (a) to (d) along with section 655(4) were
not followed a while obtaining the Certificate U/s. 65B of the Indian Evidence Act
1872 in the case of the assessee which are lo be Jollowed mandaterily, Therefore, we
have no hesitation to hold that this Certificate is not a valid Certificate as prescribed
under the Indian Evidence Act 1872 and hence cannot be enforced. Therefore, the
Certificate/ obtained in hlﬁe case of the assessee cannot be regarded as a legally valid
certificate U/s. 658 of the Indian Evidence Act and the same has no recognition in the
eyes of law. The information contained in the seized pendrive is could not be
considered as admissible evidence as per the provisions of section 658 of Indian
Evidence Act. Therefore, we are. af the considered view that such inadmissible seized
material is not sustainable in the eyes of law. Thus, the assessment order passed in
the case of the assessee on 31/3/2022 is not a valid assessment ordain the eyes of
law and t'!_ deserves to be set aside.” \/

11.  On perusal of above, we find that the Tribunal has categorically denied
evidentiary value to the seized pen drive and the cash book extracted therefrom
due to the absence of a valid certificate under section 65B of the Indian
Evidence Act and also quashed the assessment order of the Ld. AO made under
section 153A of the Act. Therefore, in our considered view, once the seized pen
drive has been held to be inadmissible in law, the same cannot be

independently used as evidence in any case, including in the hands of a third
party.
12.  Further, as regards the contention of the Revenue that the two receipts

constitute corroborative evidence, we have gone through the receipts

Page 15 of 23



ITA No. 137/Hyd/2025
Ramesh Babu Segu

reproduced by the Ld. CIT(A) at page no.3 of its order, which is to the following
effect:

-
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13.  We have also gone through the similar receipts reproduced by the Ld. AO

in the case of Cheekati Ramaiah at para no.3 of that order, which is to the

following effect:
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14. On perusal of the above three receipts, we find that all the receipts bear
the signatures of identical persons. Further, when the receipts bearing the
identical signatures have been relied on two different cases of two different
assessees, in our considered view the signatures on the receipts does not
belong to the assessee. Further, the signature of third person appearing on the
receipts as submitted by the Ld. DR and as demonstrated by the assessee,
match with the signature of Sri Yeluri Chandra Sekhar Rao. Therefore, the said
receipts although may be treated as corroborative evidence in the case of
Polisetty Somasundaram but cannot be treated as corroborative evidence
against the assessee. Further, we have also gone through the relevant
statement of Shri Polisetty Shyam Sundar recorded under section 132(4) of the

Act extracted at page no.4 of the order of Ld. AO which is to the following effect:
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43  The extract of statement recorded on 08-06-2020 from Sri Polisetty Shyam
Sunder pertaining to the assessee along with other parties is as below:

O.no.9 Please refer lo the seized malerial annexures A/PSS/CORP/18 &
A/PSS/CORP/Y seized from your business permises at 8-24-31, Mangalgiri Rd, Guntur

during the course of search proceedings on M/s. Polisetty Somasundaram group on 29-
01-2020 and explain the following contents with narattion :

Ans. | confirm that the above details as mentioned in seized malerial annexures
APSS/CORFP/18 & A/PSS/CORFP/9 seized from our business permises at 8-24-31,
Mangalgiri Rd, Guntur during the course of search proceedings on M/s. Poliselly
Somasundaram group on 29-01-2020 are various cash receipts received by M/s.
Polisetty Somasundaram which are not accoounted for in our books of acgount. ,

Further, he has stated that the above receipts are repayment of interest towards
loans received in cash by them which are not reported in their books of account. Vi

15.  We have also gone through the relevant statement of Shri Yeluri Chandra

Sekhar Rao extracted at page no.5 of the order of Ld. AO, which is to the

following effect:

Sri Seghn Ramesh Babu

\//IO[a)JVe are in receipt of information that Sri Seghu Ramesh was
involved in wvarious unaccounted cash transactions with nM/s
Polisetty Somasundaram. The total cash advanced by Sri Seghu

Ramesh for relevant assessment years is as follows:

For AY 2014-15 Rs.
For AY 2015-16 Rs.
For AY 2016-17 Rs.
For AY 2017-18 Rs.
For AY 2018-19 Rs.
Please confirm the abo

issue in detail.
amounts.

Ans:

The amounts mentioned above repr
amounts received from Sri

36,00,000/-
24,000,000/ -
12,00,000/-
1,10,00,000/-
39,18,000/-

wve facts and give your comments on this
And also explain why you have talken the above

esents the Interest and principal
Segu Ramesh. Whatever Interest recetved

was admitted as Income In the hands of the firm M/s Polisetty

Somasundaram.

10(b).Please state the stand adopted by ¥
assessment in respect of the transac
Ramesh that was foun

Ans: Whatever the amount
admitted as Interest

Somasundarann.

=X
e
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ou while completing the
tions pertaining to Segu

d and scized during search?
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16.  On perusal of above both the statements, we find that there is a clear and
material contradiction between the two statements. While Shri Polisetty Shyam
Sundar stated that advances were received from the assessee, Shri Yeluri
Chandra Sekhar Rao stated that the amounts were received towards principal
and interest. This contradiction has not been reconciled or explained by the
Revenue, thereby further weakening the evidentiary value of the material relied

upon by the Ld. AO.

17. In addition to above facts, all the documents and material relied upon by
the Revenue have been seized from the premises of a third party, do not bear
the signature of the assessee, and are not supported by any independent
corroborative evidence belonging to the assessee. In such circumstances, the
addition made merely on the basis of such third-party material and contradictory
statements cannot be sustained in the hands of the assessee. Therefore, we
hold that the Revenue has failed to bring on record any independent
corroborative evidence to justify the addition of Rs.39,18,000/- under section
69C of the Act. Hence, the Ld. AO is directed to delete the addition of
Rs.39,18,000/-. Accordingly, ground nos.2(a) and 2(b) raised by the assessee

are allowed.

18. Ground Nos. 3(a) to 3(c) raised by the assessee relates to the addition of
Rs.1,41,54,990/- made by the Ld. AO on account of long-term capital gain
arising from sale of an immovable property. In this regard, the Ld. AR submitted
that during the year under consideration, the assessee sold an immovable

property to Polisetty Somasundaram and related persons for a total sale
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consideration of Rs.2,30,00,000/-. It was further submitted that the
corresponding land was originally purchased by the assessee on 21.06.1993.
For the purpose of computing long-term capital gain, the assessee adopted the
fair market value (“FMV”) as on 01.04.2001. The assessee adopted the FMV of
land at the rate of Rs.1,000 per square yard for 396 sq. yards of land,
aggregating to Rs.3,96,000/-, and accordingly computed the indexed cost of
acquisition of land at Rs.10,77,120/-. Similarly, the assessee adopted the FMV
of the building constructed on the said land as on 01.04.2001 at the rate of
Rs.831.18 per sq. ft. for 9,618 sq. ft. of constructed area, aggregating to
Rs.79,94,400/-, and computed the indexed cost of construction at
Rs.2,17,44,768/-. On this basis, the assessee computed long-term capital gain
at Rs.1,78,112/-. However, the Ld. AO, relying upon a certificate issued by the
Joint SRO, Nallapadu, adopted the FMV of land as on 01.04.2001 at Rs.760
per sq. yard and the FMV of the building at Rs.300 per sq. ft. Accordingly, the
Ld. AO adopted the FMV of land at Rs.3,00,960/- and the FMV of the building
at Rs.28,85,400/-, computed the indexed cost of land and building at
Rs.86,66,898/-, and determined the long-term capital gain at Rs.1,43,33,102/-,
resulting in an addition of Rs.1,41,54,990/-. The Ld. AR submitted that the FMV
of land as well as the cost of construction of the building adopted by the Ld. AO
is not correct. In this regard, the assessee filed additional evidence before the

Tribunal along with a petition for admission, namely:

a. A valuation report of a registered valuer certifying the FMV

of the building as on 01.04.2001 at Rs.76,67,697/-; and
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b. A certificate obtained under the Right to Information Act from
the joint SRO, Nallapadu, certifying the FMV of land as on

01.04.2001 at Rs.1,520 per sq. yard.

Accordingly, it was submitted that these additional evidences go to the root of
the issue and directly affect the computation of taxable long-term capital gain.
The Ld. AR therefore prayed that the additional evidence be admitted and the

issue be set aside to the file of the Ld. AO for fresh verification.

19. Per contra, the Ld. DR objected to the admission of the additional
evidence. She submitted that the assessee has failed to demonstrate any
reasonable cause for not producing these evidences before the Ld. AO or the

Ld. CIT(A), and therefore the additional evidence should not be admitted.

20. Inrejoinder, the Ld. AR submitted that the FMV of land varies depending
upon the location and locality, and only after obtaining information under RTI,
the assessee came to know that the land value applicable to the assessee’s
specific locality was higher than the rate adopted by the Ld. AO. Similarly, the
cost of construction depends upon the quality and nature of construction,
whereas the Ld. AO had mechanically adopted a standard rate without
considering the specific features of the assessee’s building. Therefore,
sufficient cause existed for not producing the additional evidence before the

lower authorities.

21.  We have carefully considered the rival submissions and perused the

material placed on record. The issue before us relates to determination of the
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FMV of land and cost of construction of the building as on 01.04.2001, which
forms the basis for computation of long-term capital gain. The assessee has
filed additional evidence in the form of a valuation report of a registered valuer
for the building and an RTl-based certificate from the joint SRO, Nallapadu for
the land value. We find merit in the contention of the Ld. AR that the FMV of
land varies based on location, and the cost of construction depends upon the
nature and quality of construction. We further find that the additional evidences
filed by the assessee have a direct bearing on the computation of capital gains
and go to the very root of the issue. We are also satisfied that the assessee has
explained sufficient cause for not producing these evidences before the lower
authorities, as the need to obtain RTI-based valuation and a registered valuer’s
report arose only after the assessment order was passed adopting values
which, according to the assessee, did not reflect the correct FMV applicable to
the specific property. Therefore, in the interest of substantial justice, and
considering that the additional evidence materially affects the tax liability, we
deem it appropriate to admit the additional evidence. At the same time, since
verification of such evidence is required, the matter needs to be restored to the
file of the Ld. AO. Hence, we set aside the issue of computation of long-term
capital gain arising from sale of the immovable property to the file of the Ld. AO,
with a direction to re-adjudicate the issue afresh after examining the additional
evidence filed by the assessee and after providing adequate opportunity of
being heard to the assessee. Accordingly, ground nos. 3(a) to 3(c) raised by the

assessee are allowed for statistical purposes.
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22. In the result, the appeal of the assessee is allowed for statistical

purposes.

Order pronounced in the Open Court on 13" February, 2026.

Sd/- Sd/-
(VIJAY PAL RAO) (MADHUSUDAN SAWDIA)
VICE PRESIDENT ACCOUNTANT MEMBER
Hyderabad, dated: 13" February, 2026
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