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आदेश / O R D E R

Per B.M. Biyani, A.M.:

Feeling aggrieved by order of first appeal dated 26.09.2024 passed by

learned Commissioner of Income-Tax (Appeals)-Addl/JCIT(A)-12, Mumbai

[“CIT(A)”], which in turn arises out of assessment-order dated 10.12.2018

passed by learned ITO-1(1), Indore [“AO”] u/s 143(3)/147 of Income-tax Act,

1961 [“the Act”] for Assessment-Year [“AY”] 2011-12, the assessee has filed

this appeal.

2. The registry has informed that the present appeal is delayed by 231

days and therefore time-barred. The assessee has filed an application/
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affidavit for condonation of delay; the same is scanned and re-produced for

an immediate reference:
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3. The averments made by assessee in above affidavit, which are self-

explanatory and which do not require repetition, were discussed and the Ld.

DR for revenue does not have any objection if the bench condones delay and

accordingly left it to the wisdom of bench. We have considered the

explanation advanced by assessee and in absence of any contrary fact or

material on record, the assessee is found to have a “sufficient cause” for

delay in filing present appeal. We find that section 253(5) of the Act

empowers the ITAT to admit an appeal after expiry of prescribed time, if

there is a “sufficient cause” for not presenting appeal within prescribed time.

It is also a settled position by Hon’ble Supreme Court in Collector, Land

Acquisition Vs Mst. Katiji and others 1987 AIR 1353, 1987 2 SCC 387

that whenever substantial justice and technical considerations are opposed

to each other, the cause of substantial justice must be preferred by adopting

a justice-oriented approach. Thus, taking into account the facts of case, the

provision of section 253(5) and the decision of Hon’ble Supreme Court, we

take a judicious view, condone delay, admit appeal and proceed with

hearing.

4. The background facts leading to present appeal are as under:

(i) The assessee-individual is a small trader engaged in the business of

oil cake (khali) at a small town ‘Chandrawati Ganj’. For AY 2011-12,

the assessee did not file any return. The AO, on the basis of

information in his possession revealing that the assessee made cash



Nilesh Jain
ITA No. 631/Ind/2025 – AY 2011-12

Page 4 of 17

deposits of Rs. 31,75,000/- in bank a/c during the previous year

2010-11 relevant to AY 2011-12, issued notice dated 21.03.2018 u/s

148 to make assessment u/s 147. In response, the assessee filed

return declaring a total income of Rs. 1,76,000/- consisting of

presumptive income from business u/s 44AD (8% of turnover of Rs.

22,00,000/-). During further proceeding, when the AO asked assessee

to explain the source of deposits in bank a/c, the assessee filed

following reply which is re-produced by AO in Para 4 of assessment-

order:

“वष[ 2010-11 मɅ करदाता का खलȣ कपाèया का åयापार था । वष[ 2010-11 के दौरान जो
रकम जमा कराई गई है, उसमɅ 22 लाख ǽ. वष[ 2010-11 के दौरान खलȣ कपाèया åयापार
का ͪवĐय करने से ĤाÜत हुए । Ǒदनांक 07.06.2010 को ǽ. 500,000/- सेͪवंग खाते से
Ǔनकाले गए थे जो Ǒदनांक 08.06.2010 को ǽ. 294,000/- बɇक मɅ नकद जमा कराए गए ।
बाकȧ रकम डेटस[ से ĤाÜत राͧश थी, जो बɇक खाते मɅ जमा कराई गई । डेटस[ के खातɉ कȧ
नकल Ĥèतुत कȧ जा रहȣ है । वष[ 2009-10 कȧ लाभ हाǓन खाता, बैलɅस शीट कȧ नकल
Ĥèतुत कȧ जा रहȣ है ।”

[underlined by us]

(ii) The AO considered assessee’s reply and accepted sources explained

upto Rs. 22,00,000/- equivalent to the turnover of business declared

by assessee u/s 44AD. However, the AO rejected the recovery of Rs.

6,57,923/- from debtors claimed by assessee as source for making

deposits and made addition to that extent u/s 68. The order passed

by AO is re-produced below:
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“4.1 करदाता ɮवारा खलȣ कपाèया åयवसाय से कुल ǒबĐȧ ǽ. 22,00,000/- का दावा
ͩकया गया एवं उसे उनके सेͪवंग बɇक खाते मɅ जमा करवाने का दावा ͩकया गया । Ǔनधा[रण
कार[वाई के दौरान करदाता से संबंͬधत ǒबãस वाउचस[ Ĥèतुत करने के ͧलए कहा गया
लेͩकन वे ऐसा नहȣं कर सके एवं कारण यह बताया गया ͩक लंबा समय बीत जाने के
कारण उनके पास संबंͬधत खरȣदȣ ǒबĐȧ ǒबãस उपलÞध नहȣं है एवं साथ हȣ यह भी कहा
उनके बɇक खाता देखने पर उनके ɮवारा यह åयवसाय ͩकया जाता èपçट होता है Èयɉͩक
खलȣ कपाèया åयवसाय करने वाले संèथान Ĥéलाद ͧमãस, वɅकटेæवर कंपनी, कमलेæवर
इंडèĚȣज इ×याǑद को उनके ɮवारा खरȣदȣ के संबंध मɅ चैÈस/आरटȣजीएस के माÚयम से
भुगतान ͩकए गए हɇ। स×यापन करने पर यह पाया गया ͩक करदाता ɮवारा ͪवचाराधीन वष[
के दौरान इन संèथानɉ को कुल ǽ. 32,39,798/- का भुगतान ͩकया गया था । इस तØय
को Úयान मɅ रखते हुए करदाता ɮवारा दावा कȧ गई ǒबĐȧ ǽ. 22,00,000/- माÛय कȧ जाती
है ।

4.2 करदाता ɮवारा Ĥèतुत उÈत जवाब डैटस[ से नकद वापसी के संबंध मɅ Ǔनàनानुसार
तØयɉ के आधार पर अमाÛय ͩकया जाता है :-

1. करदाता ɮवारा वष[ 2009-10 कȧ लाभ हाǓन खाता एवं बैलɅस शीट कȧ नकल
नहȣं Ĥèतुत कȧ गई, जबͩक इस हेतु उनको Ǔनधा[रण कार[वाई के दौरान भरपूर एवं
समुͬचत अवसर Ĥदान ͩकए गए ।

2. करदाता ɮवारा दावा ͩकया गया था ͩक उनको ͪवचाराधीन वष[ के दौरान
पुराने डैटस[ से उनकȧ धनराͧश, नकद मɅ वापस ĤाÜत हुई थी, िजसे उÛहɉने बɇक मɅ
जमा करवाया था । करदाता ɮवारा कुल 12 डैटस[ के खातɉ कȧ नकलɅ Ĥèतुत कȧ
गई एवं इनमɅ कुल ǽ. 657,923/- कȧ नकद राͧश वापस ĤाÜत होना बताया गया
। ये भी डैटस[ पुिçटपğ/खाते कȧ नकल èवीकार करने योÊय नहȣं है Èयɉͩक ये सारे
एकसे पैटन[ पर बने हुए है एवं इन पर एक हȣ पैन से हèता¢र ͩकए हुए है एवं
सभी हèता¢र एक हȣ åयिÈत ɮवारा ͩकए हुए èपçटतः लगते हɇ । इस Ĥकार
पाया गया ͩक ये पुिçटपğ नकलȣ एवं बनावटȣ है ।

3 Ǔनधा[रण कार[वाई के दौरान करदाता से कहा गया ͩक इन सभी डैटस[ को
Ĥèतुत करɅ लेͩकन करदाता ऐसा नहȣं कर पाए ।

4. करदाता Ǔनधा[रण कार[वाई के दौरान, संबंͬधत ǒबãस एवं आवæयक ͪववरण
भी Ĥèतुत नहȣं कर पाए िजनके आधार पर करदाता ɮवारा उपरोÈत सभी डैटस[ से
ये राͧशयां ĤाÜत करना था ।

4.3 उपरोÈत सभी तØयɉ के Ĥकाश मɅ यह माना जाता है ͩक करदाता ɮवारा ǽ.
657,923/- जो ͩक डैटस[ से ĤाÜत होने का दावा ͩकया गया है, वह बनावटȣ एवं मनगढ़ंत है
एवं िजसके संबंध मɅ करदाता ɮवारा वाèतͪवक सुसंगत Ĥपğ नहȣं Ĥèतुत ͩकए जा सके ।
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अतः इस संबंध मɅ करदाता ɮवारा Ĥèतुत जवाब अमाÛय ͩकया जाता है एवं यह माना जाता
है ͩक ǽ. 657,923/- कȧ राͧश वाèतव मɅ करदाता ɮवार ͪवचाराधीन वष[ के दौरान अिज[त
कȧ हुई आय है, िजसे करारोपण हेतु उनके ɮवारा Ĥèतुत नहȣं ͩकया गया । अतः उपरोÈत
सभी तØयɉ के Ĥकाश मɅ ǽ. 657,923/- नकद बɇक जमा राͧश के èğोत आयकर
अͬधǓनयम, 1961 कȧ धारा 68 के अधीन अèपçटȣकृत माने जाते है। तɮनुसार करदाता कȧ
आय मɅ ǽ. 657,923/- कȧ वृɮͬध कȧ जाती है ।”

(iii) Aggrieved, the assessee carried matter in first-appeal but did not get

any success. Now, the assessee has come before us in present appeal.

5. The sole issue involved in present appeal is the addition of Rs.

6,57,923/- made by AO u/s 68.

6. Before us, Ld. AR for assessee filed Written-Submission; the same is

re-produced below:

“BACKGROUND OF THE CASE:

A.1] The assessee is a small trader and was carrying on the business of trading of
Cotton Seed Oil Cake (Khali) during the year under consideration at small town
Chandrawati Ganj.

A.2] The Case for the year under consideration was reopened by the Ld. A.O. u/s
148 of the Act on 21.03.2018 for the reason that during the year under consideration
the appellant has deposited cash of Rs. 31,75,000/- in his Saving Bank Account but
he has not filed the return of total income for the A.Υ. 2011-12.

A.3] The appellant has duly filed its return in response to the notice issued u/s 148
on 03.07.2018 declaring total income of Rs. 1,76,000/-.

A.4] That during the course of assessment proceedings it was explained by the him
that an amount of Rs. 22,00,000 in cash was deposited by him in Bank out of the
current year's sales, Rs. 2,94,000 was deposited by him in Bank out of the cash
withdrawal from bank, and Rs. 6,57,923 was deposited out of realization from
debtors and the balance amount of Rs. 23077/- was deposited by him out of the
available cash balance.

A.5] The Ld. A.O. has partly accepted the submission made by the appellant, and
has not accepted the submission of assessee with respect to the amount of cash
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deposited in his bank account on account of recovery from the debtors and has
added the said amount of Rs. 6,57,923/- to the Total Income of the Assessee u/s 68 of
the act while passing the Re-assessment Order passed U/s 143(3)/147 of the Income
Tax Act dated 10/12/2018.

A.6]. That against the said order the appellant had filed an appeal before the Ld.
CIT(Appeals), however the Ld. CIT(Appeals) has maintained the said addition of Rs.
6,57,923/- made by the Ld. AO. Vide his order dt. 26.09.2024

A.7] The present appeal before the Hon'ble Bench has been preferred by the
Appellant against the order as passed by the Ld. AO u/s 143(3)/147 of the Income
Tax Act dated 10/12/2018 for the Assessment Year 2011-12 and confirmed by the Ld.
CIT(A) vide order passed on 26.09.2024.

SUBMISSIONS IN THE APPEAL ON MERITS OF THE CASE:

1.1] That in the present appeal the appellant has challenged the addition made by
the Ld. A.O. of Rs. 6,57,923/- to his total income as his Income from undisclosed
sources u/s 68 of the Act even when the amount was deposited by him in the Saving
Bank Account on account of recovery from the Debtors.

1.2) That the appellant is an individual and a small trader who was carrying on the
business of trading of Cotton Seed Oil Cake (Khali) at very small village
Chandrawatiganj near Indore. He has filed the return of Total income in response to
the notice u/s 148 for the year under consideration declaring the Business Income
u/s 44AD of the Act showing business income of Rs. 1,76,000/-. Copy of the same is
available on pages 2 to 3 of the paper book

1.3] That during the course of Assessment Proceedings the Ld. A.O. has asked from
the appellant to furnish the details about the source of cash deposit of Rs.
31,75,000/- in his saving bank accounts.

1.4) That appellant had duly submitted the details in respect of cash deposited by
him the bank account. That he has substantiated the Total amount of Cash deposited
in bank account of Rs. 31,75,000/- by explaining that an amount of Rs. 22,00,000 in
cash was deposited by him in Bank out of the current year's sales, Rs. 2,94,000 was
deposited by him in Bank out of the cash withdrawn from bank, and Rs. 6,57,923
was deposited out of realization from debtors and the balance amount of Rs. 23077/-
was deposited by him out of the available cash balance. Copy of Bank Account of the
assessee for the year under consideration duly showing the said transactions was
also filed before the Ld. A.O. Copy of the same is available on pages 4 to 6 of the
paper book

1.5] It was explained by the appellant to the Ld. AO that he is a small trader and
was doing trading business during the year under consideration at a very small
scale. He was not maintaining day-to-day books of accounts. The appellant had filed
a Copy of Capital Account and Statement of affairs for the year ended 31.03.2010
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with Submission filed before A.O. wherein the amount of sum receivable from the
Debtors of Rs. 6,57,923/ was also duly reflected in the Balance Sheet.

1.6] That to substantiate the details of Debtors the appellant has also duly filed a
statement giving partywise details of Debtors along with copies of confirmation
letters of all the said parties duly signed by them mentioning their postal address
with copy of their aadhar card confirming the amount paid by them to the assessee.
Copy of the same are available on pages 8 to 31 of the paper book.

1.7] Thus it was duly demonstrated by the appellant before the Ld. AO that amount
of Cash of Rs. 6,57,923/- was received by him out of the recovery made from the
Debtors and the said amount was deposited by him in the Bank Account.

1.8) It is submitted that appellant has filed the return of income by declaring Income
from the Business u/s 44AD of the Act thus he was not required to maintain the
regular books of account however the source of Cash deposited in the bank account
was properly explained by him by way of all the documents filed before the A.O. and
moreover these facts are clearly verifiable. Thus the appellant had fully explained
the source of Cash deposited in his bank account of Rs. 6,7,923/- from recovery from
Debtors and justified the genuineness of Cash Deposited by him.

1.9] However, while passing the assessment order it is respectfully submitted that
the Ld. AO has not properly appreciated the facts of the case and the submission
filed before him and has made an addition of amount of Rs. 6,57,923/- to the Total
income purely on Conjectures and surmises.

1.10] The Ld. A.O. has not made any efforts to justify the addition made by him. He
has neither issued any notice u/s 133(6) or nor has he issued any summons to the
Debtors parties to justify his action for addition made by him u/s 68 of the Act in the
Assessment Order. He has merely disbelieved the papers filed by the appellant and
has ignored the details and explanation given by the Assessee and has added the
entire amount of Rs. 657923/- received from the debtors which was deposited in the
bank account to the total income of the assessee by treating the same as his Income
from Undisclosed Sources u/s 68 of the Act.

1.11] The assessee has furnished the details of all the Debtors and they have
confirmed that they have given the amount to the assessee towards outstanding
amount. Thus the amount as deposited in the bank account through recovery made
from Debtors cannot be regarded as Unexplained Income of the assessee u/s 68 of
the Act. The Addition so made by the Ld. A.O. of Rs. 6,57,923/- was therefore
factually as well as and legally not correct. You are therefore very kindly requested
to delete the same in full.

02) Cash deposited in the Bank Account cannot be taxed under section 68 of the
Act where the assessee was not maintaining books of account and has opted the
presumptive taxation.
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2.1] It may further be noted that during the year under consideration the assessee
was doing trading business and has filed his return of income u/s 44AD of the
Income Tax Act.

2.2] That appellant was not maintaining day-to-day books of accounts and has opted
for tax in presumptive tax scheme u/s 44AD. It may be noted that the scheme of
presumptive taxation had been provided under the law in order to avoid long drawn
process of assessment in case of small traders or in case of businesses where
incomes were almost of static quantum of all businesses.

2.3] It is submitted that since the assessee was maintaining books of account and has
opted the presumptive taxation, the amount of cash as deposited by the assessee
could not be taxed under section 68 of the Act.

For this preposition reliance is placed on the following decisions mentioned below.

>CIT v. Surinder Pal Anand [2010] 192 Taxman 264 (Punj. Har.),

>Nand Lal Popli v. Dy. CIT [2016] 71 taxmann.com 246/160 ITD 413 (Chd. Trib.)

2.4] In view of the above it is submitted that the addition as made by the Ld. A.O. to
the Total income u/s 68 of the Act of Rs. 6,57,923/- is wrong and uncalled for. The
same requires to be deleted in full.

03] Addition u/s 68 of the Act cannot be be made on account of cash deposited in
bank account if an assessee is not liable to maintain the regular books of accounts.

3.11. That the appellant is a small trader and was doing trading business of Cotton
Seed Oil Cake during the year under consideration. The appellant had not
maintained day-to-day books of accounts and has filed his return of income u/s
44AD of the Income Tax Act.

3.2] That while passing the Re-assessment Order passed U/s 143(3)/147 of the
Income Tax Act, the Ld. A.O. had added an amount of Rs. 6,57,923/ to the total
income of the appellant u/s 68 of the act on account of cash deposited in the bank
account by not accepting the explanation of the appellant that the said amount was
deposited by him on account of recovery from the debtors.

3.3] It is submitted that Ses. 68 of the Act deals with unexplained cash credits. It
provides that if any sum is found credited in the books of an assessee maintained for
any previous year, and the assessee offers no explanation about the nature and
source thereof or the explanation offered by him is not, in the opinion of the
Assessing Officer, satisfactory, then the sum so credited may be charged to income-
tax as the income of the assessee of that previous year.

3.4.1) Thus to invoke the provisions of Sec. 68, one of the prerequisite condition is
that any sum must be found credited in the books of account of the assessee
maintained for any previous year.
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3.4.2] The appellant was a small trader and was not maintaining the regular books
of accounts. He has also filed the Return of Income u/s 44AD of the Act.

3.4.3] That while passing the Assessment Order, the Ld. A.O. has made addition in
respect of Amount of cash deposited in the Bank account and Bank Statements are
not considered as the books of accounts hence it is submitted that on the peculiar
facts of the case of the appellant, the provisions of Sec. 68 cannot be invoked.

For this preposition reliance is placed on the decisions mentioned below.

> Hon'ble Bombay High Court in the case of CIT v. Bhaichand N. Gandhi [1982] 11
Taxman 59/141 ITR 67 (Bom.)

> Hon'ble ITAT Mumbai Bench in the case of Mehul V. Vyas v. ITO [2017] 80
taxmann.com 311/164 ITD 296 (Mum. - Trib.)

> Hon'ble Ahmedabad Bench of ITAT In the case of Smt. Ramilaben B. Patel v. ITO
[2018] 100 taxmann.com 325 (Ahd. - Trib.)

> Hon'ble Delhi Bench of ITAT in the case Amitabh Bansal v. ITO [2019] 102
taxmann.com 229 (Delhi Trib.)

3.5]. In following decisions it has been held that bank pass book or bank statement
cannot be regarded as the books of accounts of the assessee for the purposes of
section 68 of the Act:

>Rameshbhai Somabhai Patel vs ITO (ITA No- 1864/AHD/2014) dated 19.04.2018

>Smt. Nirmala Devi vs ITO (2017) 88 taxmann.com 870 (Jodhpur-Trib.)

>Smt. Bhagwati Devi v. ITO [1993] 47 ITD 58 (Cal.)

>ITO v. Kamal Kumar Mishra [2013] 33 taxmann.com 610 (Lubknow-Trib.)

>Smt. Ramilaben B Patel vs ITO [2018] 100 taxmann.com 325 (Ahmedabad Trib.)

>ITO vs. Om Prakash Sharma (ITA 2556/Del/2009)

>Babbal Bhatia vs. ITO (2018) 65 ITR (Trib.) 500 (Delhi)

>Satish Kumar v ITO (2019) 198 TTJ (Asr) 114

3.6) In view of the above it is submitted that the addition as made by the Ld. A.O. to
the Total income of the assessee u/s 68 of the Act by considering the bank
passbook/bank statement as books of accounts is wrong. The addition so made of Rs.
6,57,923/- u/s 68 of the Act therefore requires to be deleted in full.
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04] Addition in respect of Cash deposit in Bank Account in case details and nature
of business were not forthcoming from record in case of Income offered under
presumptive scheme had to be determined as per the said scheme

4.1] That as an alternative submission it is submitted that if the amount of Cash as
deposited by the appellant is treated as sales proceeds from Khali business, then
since the assessee had been a small trader and not maintaining regular books of
accounts and has filed return of his income u/s 44AD, the total income may be
determined considering the provisions of Sec. 44AD of the Act @ 8% of Total Cash
as deposited in the bank account and not the entire amount of cash which has been
deposited by the assessee.

4.2] That in case of the appellant, the total cash which was considered by the Ld. AO
as unexplained amounted to Rs. 6,57,923/-. Thus at the most, his income as per the
provisions of Sec. 44AD can be of Rs. 53633/ which is computed as under:-

Particulars Amount

Turnover considering the amount of Cash Deposited as
Unexplained Sales

6,57,923

Total Income as per Provisions of Sec. 44AD (8% of Total
Amount)

52,633

4.3] For this preposition reliance is also placed on the decision of Hon'ble Gujrat
High court in the case of CIT V/s Pradeep Shantilal Patel reported in 42
taxmann.com 2.

4.4] Thus considering the above decision of Hon'ble High Court, it is submitted that
even otherwise at the most the amount of addition which can be made comes to Rs.
52633/- only by considering the amount Deposited in the bank account of Rs.
6,57,923/- as Sale Proceeds of the Assessee.”

7. Further, Ld. AR attempted to address the adverse observations made

by AO in Para 4.2 of assessment order (re-produced above) as under:

(i) Although the assessee is having statutory exemption u/s 44AA from

maintaining books of account due to coverage under presumptive

section 44AD, still the assessee compiled Balance-Sheet, Capital A/c
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and List of Debtors as on 31.03.2010 (i.e. for the immediate preceding

year 2009-10) and filed to AO during assessment-proceeding. Copies

of same are available at Pages 7-8 of Paper-Book. The fact of filing of

these documents is evident from the submission made by assessee to

AO during assessment-proceeding [last sentence of assessee’s reply

re-produced in earlier Para 4(i) of this order]. Therefore, the AO’s

observation in Point 1 of Para 4.2 of assessment-order that the

assessee did not file Balance-Sheet, etc. of year 2009-10, is factually

not correct and seems to have been made due to oversight.

(ii) That, there were 12 debtors as on 31.03.2010/01.04.2010 from whom

the assessee made recoveries and deposited in bank a/c. The assessee

filed a/c confirmations of all debtors, duly signed by assessee as well

as respective debtors. The AO has wrongly rejected those a/c

confirmations on the basis that they are on same pattern and that

they appear to be signed by same person. The AO has overlooked the

fact that the assessee carries business in a small town and he has to

prepare a/c statements and get confirmations from debtors; the

debtors will not do such exercise on their own. It is for this reason

that the account confirmations bear a similar pattern, which is a

natural consequence of the circumstances and cannot be held against

the assessee. Furthermore, the assessee had also collected and filed

Aadhaar cards of the respective debtors before AO, which constitutes
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vital corroborative evidence sufficient to dispel any doubt. That apart,

the a/c confirmations also include full addresses of respective debtors.

The copies of a/c confirmations and aadhar cards of debtors filed to

AO, are available at Pages 9-31 of Paper-Book. Therefore, the

observation made by AO in Point 2 of Para 4.2 of assessment-order is

a baseless suspicion, not sustainable.

(iii) The assessee carries business of a small scale in a small town where

the persons would not extend much co-operation. However, the

assessee has collected, with best of his efforts, aadhar cards from

debtors and filed with a/c confirmations. The a/c confirmations also

contain complete addresses of respective debtors. In such

circumstances, the inability of assessee to produce debtors physically

before AO should not be made the sole basis for drawing an adverse

inference as made by AO in Point 3 of Para 4.2 of assessment-order.

(iv) That, the assessee is exempted from maintaining books of account

and carries on business in a small town, therefore the AO cannot

expect assessee to maintain bills of sales, etc. Therefore, the

observation made in Point 4 of Para 4.2 of assessment-order is also

not valid.

8. On the basis of above submissions, Ld. AR prayed for deletion of the

addition made by AO. Without prejudice, Ld. AR submitted that the assessee

has a single source of income, viz., the business of oil cake (khali) and has
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no other income whatsoever. Further, all deposits and payments in

assessee's bank account relate exclusively to the business of oil cake (khali)

and the impugned cash deposits of Rs. 6,57,923/- are no different in

character from other transactions in the said account. Accordingly, in order

to put an end to the litigation, the Ld. AR submitted that the assessee would

have no objection if this Bench were to apply the presumptive rate of 8% u/s

44AD on the amount of Rs. 6,57,923/-, treating the same as part of

business turnover, and thereby uphold addition to the extent of Rs.

52,633/- [Para 4.2 to 4.4 of Written-Submission of Ld. AR].

9. Per contra, Ld. DR for the Revenue strongly supported the observations

of the AO as upheld by CIT(A). He submitted that the addition made by the

AO u/s 68 is fully justified in view of the failure of the assessee to furnish

cogent and verifiable evidence regarding the recovery from debtors. He

contended that mere production of a/c confirmations, which are on an

identical pattern and are suspected to have been prepared by assessee

himself, does not discharge the onus cast upon assessee u/s 68. He further

submitted that the AO had given due opportunity to the assessee to produce

the debtors for verification, which the assessee failed to avail of, and

accordingly, the lower authorities rightly drew an adverse inference. He

accordingly prayed that the addition be upheld.

10. We have carefully considered the rival submissions of both sides and

have perused the orders of lower authorities as well as the material placed
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on record, to which our attention was drawn during the course of hearing.

The core issue arising for adjudication in present appeal is whether the AO

was justified in making an addition of Rs. 6,57,923/- u/s 68 by rejecting the

assessee's claim that the said amount represents recoveries made from

debtors outstanding as on 31.03.2010, which were deposited in bank a/c

during the previous year 2010-11 relevant to AY 2011-12. It is an admitted

fact that the assessee is a small trader engaged in the business of cotton oil

cake (khali) in a small town and that the assessee is exempted from

maintaining books of account. The assessee has declared 8% presumptive

income from business, which the AO has accepted. It is also an undisputed

fact that the assessee had filed a Balance-Sheet, Capital Account, and List

of Debtors as on 31.03.2010, along with a/c confirmations and aadhaar

cards of 12 debtors, in support of his claim of recovery from debtors. The

adverse observations made by Ld. AO while rejecting assessee’s claim, are

largely addressed by Ld. AR as already discussed by us in earlier Para 7 of

this order; we do not wish to repeat same for the sake of brevity. Having

carefully examined the facts of case and rival submissions of both sides, we

are of the considered view that the addition of Rs. 6,57,923/- made by AO is

not sustainable in present case. That apart, we find that the assessee is

engaged in a small business of oil cake (khali) trading at a smaller place and

there is no other source available to assessee on record except such

business. Therefore, to close the litigation ensuing between assessee and

revenue, we accept the agreeable proposal made by assessee to tax 8%
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presumptive income on the sum of Rs. 6,57,923/-. Accordingly, we uphold

addition to the extent of Rs. 52,633/- [8% of Rs. 6,57,923/-] and direct the

AO to modify assessment-order so as to sustain addition to that extent and

delete extra addition. Necessary consequential computation shall be done by

AO. The assessee succeeds partly. We, however, make it clear that our

adjudication in present case shall neither be agitated by assessee in any

manner nor this adjudication shall be quoted or adopted as a precedent in

other cases.

11. Resultantly, this appeal is partly allowed.

Order pronounced in open court on 17/04/2026

Sd/- Sd/-
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