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ORDER

PER M. BALAGANESH, AM

1. The appeal in ITA No.5012/Del/2025 for AY 2023-24, arises out of the order
of the Id National Faceless Appeal Centre (NFAC), Delhi [hereinafter referred to as
‘Id. CIT(A), in short] dated 19.06.2025 against the order of assessment passed
u/s 143(3) of the Income-tax Act, 1961 (hereinafter referred to as ‘the Act’) dated
03.04.2025 by the Assessing Officer, Assessment Unit, Income Tax Department
(hereinafter referred to as ‘ld. AQ’).

2. The only effective issue to be decided in this appeal is as to whether the Id
NFAC was justified in confirming the disallowance of X 27,86,561/- on account of

bad debts written of in the facts and circumstances of the instant case.
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3. We have heard the rival submissions and perused the materials available on
record. The assessee is a private limited company engaged in the business of
manufacturing and sale of auto components to Auto Majors like Mahindra and
Mahindra, Ashok Leyland and Hero Motocorp. The return of income was filed u/s
139(1) of the Act on 30.10.2023, declaring total income of ¥11,96,60,159/-, which
was revised on 29.12.2023, declaring revised income of %11,65,27,020/-. The
revised return was duly processed u/s 143(1) of the Act on 29.12.2023. The Id AO
observed that the assessee had claimed deduction on account of bad debts written
off in the sum of %¥27,86,561/- in the profit and loss account and in the return.
Vide notice u/s 142(1) of the Act, the Id AO asked the assessee to provide the
details of bad debts, name and address, amount, etc, and in which year, the
income of such transaction was offered to tax with supporting evidences. The Id
AO noted that the said details were not furnished. Accordingly, he issued a show
cause notice dated 05.03.2025 show causing the assessee as to why the bad
debts of %27,86,561/- should not be disallowed in the assessment. In response to
the show cause notice, the assessee uploaded the details on 10.03.2025. The
reply of the assessee is reproduced at page 7 of the assessment order, which is as

under:-

Th§ assessee has written off a sum of Rs.27,86,561 as “Bad Debts” during the year under
rev:gxﬂa . This comprises of various small invoices for which the amount was sither not
received from the customer or short received from customer. We are attaching herewith
th<t: ledger account for Bad debts and also attaching a customer wise detail of the amourts
w.r;tten off. We are also attaching ths copies of vouchers through which each amount
written off has been accounted for in the books and alse attaching a.copy of the ladger
ac:ftoum of the customer for the relevant year in which the said amount which has beuen
written off now was accounted for as “Sale” to the customerThus in the cases of the
assessee both the conditions ie that the amount was written off in the assessment year
under review and that the amount was considered as “Income” or Debt in the current 0}

any prior vear are satisfied and thus the amount of RS.27,86,561/~should be fully allowed
as Business Expernse. i
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ATOP PRODUCTS PVT LT, , |
A-338, BROTHERHOOD HOUSING SOCIETY, PLOT NG.47, BODELA, VIXASPIR! NEW DECHI-1160618
Details of BAD Debts As on 31/03/2023 POTING 08
__SNO. [PARTY NAME _ AMOUNT mﬂ:;;
L JASHOK LEVIAND LTD. ENNORE (2000) 78,968
2 |ASHOK LEYLAND LYD, HOSUR - 1 (2001) 73,665
3___|ASHOK LEVLAND LTD, PANTNAGAR (2006) L7IE
3 |ATAIMPEX PRIVATE LIMITED, o
5 [BESTKOKI AUTOMOTIVE PVT, 170, e e
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12 IXERALA AGRG MACHINERY CORPORATION LTD, KNI . . se s
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22 IMAHINDRA & MAHINDRA 11D, HARIDWAR- ADIO 30,638
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30 [RCYAL ENFIELD, [ORAGADAM) P20208 3060 18,254
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&L vem}smwsvm;m@mmﬁ’m:Lw;wnmxisz 56,168
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4. The Id AO proceeded to disallow the claim of bad debts written off on the
ground that the assessee was not able to prove that the bad debts have become
irrecoverable. This action of the Id AO was upheld by the Id CIT(A).

5. We find that after the amendment effective from 01.04.1989, the assessee
need not to establish that the debts had become bad. After 01.04.1989, the
assessee should only have to prove that the bad debts has been actually written
off as irrecoverable in the books of account and the income in respect of which
had been duly offered to tax either in earlier years or during the year under
consideration. Once these two conditions are satisfied, post 01.04.1989, the
assessee would be entitled for deduction on account of bad debts written off.
These two conditions have been duly satisfied by the assessee in the instant case,
which is not even disputed by the Id AO. Even the CBDT had issued a Circular No.
12/2016 dated 30.05.2016, accepting the view of the Hon'ble Supreme Court in
the case of TRF Limited reported in 190 taxman 391. For the sake of convenience,

the said Circular is reproduced below:-
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