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आयकर अपील	य अ
धकरण, अहमदाबाद �यायपीठ ‘डी’ अहमदाबाद।  

IN THE INCOME TAX APPELLATE TRIBUNAL 
 “D” BENCH, AHMEDABAD 

 
 

BEFORE SHRI SHAILENDRA KUMAR YADAV, JUDICIAL MEMBER 
AND SHRI MANISH BORAD, ACCOUNTANT MEMBER 

 
 

IT(SS)A No. 96/Ahd/2011 

�नधा�रण वष�/Assessment Year: 2007-08 

& 
C.O. Nos. 84 & 85/Ahd/2011 

(in IT(SS)A Nos. 190 & 191/Ahd/2011) 

�नधा�रण वष�/Assessment Year: 2006-07 
 

 

 

Shri Mahesh Ramlabhaya Varma 
8, Hariom Avenue, 31-B, Govt.  
Servants’  Society, C.G.Road, 
Ahmedabad    …..          Appellant 

 
Vs 

 

ACIT,  
Central Circle – 2 (4), Ahmedabad   …..     Respondent 

 
& 
 

IT(SS)A Nos. 190 & 191/Ahd/2011 

�नधा�रण वष�/Assessment Year: 2006-07 
 

 
 
 

ACIT,  
Central Circle – 2 (4), Ahmedabad     …..           Appellant 
  

Vs 
 

Shri Mahesh Ramlabhaya Varma 
8, Hariom Avenue, 31-B, Govt.  
Servants’  Society, C.G.Road , 
Ahmedabad     …..        Respondent 
 
PAN : AAPPV6503N 
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& 
 

IT(SS)A Nos. 97 & 98/Ahd/2011 

�नधा�रण वष�/Assessment Year: 2006-07 & 2007-08 

 
& 
 

C.O. Nos. 82 & 83/Ahd/2011 
(in ITA Nos. 188 & 189/Ahd/2011) 

�नधा�रण वष�/Assessment Year: 2006-07 
 

 
 

Shri Ravi Ramlabhaya Varma 
8, Hariom Avenue, 31-B, Govt.  
Servants’  Society, C.G.Road, 
Ahmedabad    …..          Appellant 

 
Vs 

 

ACIT,  
Central Circle – 2 (4), Ahmedabad   …..     Respondent 

 
 

& 
 
 

IT(SS)A Nos. 188 & 189/Ahd/2011 

�नधा�रण वष�/Assessment Year: 2006-07 
 

 

 
 

ACIT,  
Central Circle – 2 (4), Ahmedabad     …..           Appellant 
  

Vs 
 

Shri Ravi Ramlabhaya Varma 
31-B, Govt. Servant Society, 
Nr. Municipal Market, Navrangpura, 
Ahmedabad      …..        Respondent 
 
PAN : AAPPV6505L 

 
 

& 
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IT(SS)A Nos. 192 & 193/Ahd/2011 

�नधा�रण वष�/Assessment Year: 2006-07 
 

 

 
 

ACIT,  
Central Circle – 2 (4), Ahmedabad     …..           Appellant 
  

Vs 
 

Shri Rajni R. Varma 
31-B, Govt. Servant Society, 
Nr. Municipal Market, Navrangpura, 
Ahmedabad      …..        Respondent 
 

& 
ACIT,  
Central Circle – 2 (4), Ahmedabad     …..           Appellant 
  

Vs 
 

Shri Rajni R. Varma (HUF) 
31-B, Govt. Servant Society, 
Nr. Municipal Market, Navrangpura, 
Ahmedabad      …..        Respondent 
 
 

& 
 

C.O. Nos. 86 & 87/Ahd/2011 
(in ITA Nos. 192 & 193/Ahd/2011) 

�नधा�रण वष�/Assessment Year: 2006-07 

 
ACIT,  
Central Circle – 2 (4), Ahmedabad     …..           Appellant 
  
 

Vs 
 

Shri Rajni R. Varma  
31-B, Govt. Servant Society, 
Nr. Municipal Market, Navrangpura, 
Ahmedabad      …..        Respondent 
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& 
 

ACIT,  
Central Circle – 2 (4), Ahmedabad     …..           Appellant 
  

Vs 
 

Shri Rajni R. Varma (HUF) 
31-B, Govt. Servant Society, 
Nr. Municipal Market, Navrangpura, 
Ahmedabad      …..        Respondent 
 
PAN : AAPPV6502P 

 
& 
 

IT(SS)A Nos. 194, 195 & 1481/Ahd/2011 

�नधा�रण वष�/Assessment Years: 2006-07, 2007-08 & 2008-09 
 

 

 

Ralson Infrastructure Pvt. Ltd. 
21, Hariom Avenue, 31-B, Govt.  
Servants’  Society, C.G.Road,  
Ahmedabad   …..             Appellant 

 
Vs 

 

ACIT,  
Central Circle – 2 (4), Ahmedabad   …..        Respondent 

 
 

PAN : AACCR8671F 
 
 
 
 

    Assessee(s) by :  Shri S. N. Soparkar, Urvashi 
Shodhan with P. M. Mehta, AR 

Revenue  by      :  Written Submission, Shri Sanjay 
Agrawal, CIT.D.R. 

 
 

 

सनुवाई क� तार�ख/Date of Hearing    26/05/2016 

घोषणा क� तार�ख /Date of Pronouncement    15/06/2016 
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आदेश/O R D E R 
 
 
 

PER SHAILENDRA KUMAR YADAV, JUDICIAL MEMBER: 
 
 

All these eighteen appeals (12 appeals and 6 Cross Objections) 

filed by four different assessees are directed against the orders of the 

Commissioner of Income-tax (Appeals)-III, Ahmedabad for all years.  

Since all these appeals pertain to family group, therefore, these were 

heard together and are being disposed of by way of this consolidated 

order for the sake of convenience. 

 

2.  In IT(SS)A No.96/Ahd/2011 for A.Y. 2007-08 in case of Shri 

Mahesh R. Varma, the assessee has taken following grounds of 

appeal:- 

“1. On the facts and in the circumstances of the case, the 
learned CIT(A) erred in confirming addition of Rs.6,13,921/- 
made by the Assessing Officer being cash found during the 
course of search at the residence of the appellant, inspite of 
the fact that the said cash belonged to Ralson 
Infrastructure Pvt. Ltd, duly recorded in the regular audited 
books of account of the aforesaid company in which the 
appellant is one of the directors. 

 
2. On the facts and in the circumstances of the case, the 

learned CIT(A) erred in confirming the addition of 
Rs.40,000/- made by the Assessing Officer on account of 
cash found during the course of search at the residence of 
the appellant, even though it was reasonably explained by 
the appellant as attributable to the past savings of his wife, 
and having regard to the act that the aforesaid cash was not 
seized by the Department.” 

 
3.  In IT(SS)A No.190/Ahd/2011 for A.Y. 2006-07 in case of Shri 

Mahesh R. Varma, the Revenue has taken following grounds of 

appeal:- 
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“1. The Ld. CIT(A) has erred in law and on facts and 
circumstances of the case by deleting the addition of Rs. 
29,35,166/- on account of loose paper No. 3 of Annexure-
A/1 when such notings pertain to the assessee only, and 
not to the HUFs. 

 
2. The Id. CIT(Appeal) erred in law and on facts in deleting the 

addition of 10 lacs towards the sale of Block of land bearing 
survey No.150 at Thaltej, as the land is in the name of 
individuals only, and not in the name of HUFs. 

 
3. The Ld. CIT(A) has erred in holding that the receipt of Rs. 

2,36,11,000/- from Shri Bhavesh Chandulal did not 
constitute the unaccounted income. 

 
In page No. 3 & 4 of Annexure-A/1, the details of 

receipts and expenses have been written date wise. For 
example Rs. 50,00,000/- was received on 18/08/2005 
against this Rs. 20,00,000/- was given to Sukhdevbhai and 
Rs. 25,00,000/- was given to Waghajibhai. It means the 
assessee had received the amount from Shri Bhavesh 
Chandulal was utilized for incurring such expenses. 

 
These amounts were not available with the assessee to 

pay back to Shri Bhavesh Chandulal. In other words, the 
source of amount paid back to Shri Bhavesh Chandulal was 
not explained by the assessee. As there is no evidence of 
paying back the amount to Shri Bhavesh Chandulal, the 
amount represents unaccounted income of the assessee. 

 
4. The CIT(A) has erred in holding that the the land belong to 

HUF. The land in question was inherited by the legal heirs 
of the late Shri Ramlabhaya Varma as per will executed by 
him. There is no evidence that the individual members have 
contributed their share in the property in the port of HUF. 
The HUF cannot legally inherit the land. Even the sale 
receipts were shown in the return of individuals and not the 
HUF. 

 
In view of the above facts the land in question was the 

property of six individuals and hence the sale proceeds are 
the unaccounted income of the assessee and not the income 
of HUF.” 
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4.  In IT(SS)A No.191/Ahd/2011 for A.Y. 2006-07 in case of Shri 

Mahesh R. Varma, the Revenue has taken following grounds of 

appeal:- 

“1. The Ld. CIT(A) has erred in law and on facts in allowing the 
appeal and directing to treat the protective addition of Rs. 
20,00,000/- to be made in substantive capacity, by 
concluding that the land having survey no. 147 & 150 been 
purchased by the father of the Karta of the HUF, acquired 
the character of the HUF property in the hands of 
successors who inherited the properties through will in 
their capacity as legal heirs. 

 
2. The CIT(A) has erred in holding that the land belong to HUF. 

The land in question was inherited by the legal heirs of the 
late Shri Ramlabhaya Varma as per will executed by him. 
There is no evidence that the individual members have 
contributed their share in the property in the port of HUF. 
The HUF cannot legally inherit the land. Even the sale 
receipts were shown in the return of individuals and not the 
HUF. 

 
In view of the above facts the land in question was the 

property of six individuals and hence the sale proceeds are 
the unaccounted income of the assessee and not the income 
of HUF.” 

 
5.  In C.O. No.84/Ahd/2011 (in ITA No.190/Ahd/2011) in case of 

Shri Mahesh R. Varma, the assessee has taken following grounds of 

appeal:- 

 
“1.  On the facts and in the circumstances of the case, the 

CIT(A) should have realized and held that even according to 
the allegations of the A.O., the notings and jottings on the 
seized papers represented receipts of money in connection 
with the sale of inherited properties being Thaltej lands of 
survey Nos. 147 and 150, of which Survey No. 147 was 
owned by individuals and No. 150 was inherited and hence 
owned by respective HUFs. Hence, even on the basis of 
Assessing Officer's these allegations, they would be capital 
receipts in connection with the sale of long term capital 
assets which may ultimately warrant computation of long 
term capital gains and those receipts in connection with the 
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alleged sale of capital assets proceeds    cannot    be treated 
as business receipts or any other category of revenue 
receipts and since the department also does not allege that 
any sale [or transfer] of any of those capital assets had 
taken place in the previous year relevant to A.Y. 2006-07, 
nothing out of those alleged sums of those notings and 
jottings was taxable in A.Y. 2006-07 and at any rate, the 
department was not at all justified in attempting to tax the 
gross amounts of the said alleged receipts without allowing 
any deduction towards the cost or fair market value of those 
capital assets. 

 
2.  Without prejudice to the preceding grounds of appeal, even 

quantification of additions adopted by the A.O. is not 
correct and the CIT(A) should have upheld the assessee's 
contentions in this regard that the sum of Rs. 
1,25,00,000/- as per table-2 was not in connection with the 
proposed sale to Bhaveshkumar Chandulal.” 
 

6.  In C.O. No.85/Ahd/2011 (in ITA No.191/Ahd/2011) in case of 

Shri Mahesh R. Varma, the assessee has taken following grounds.  

The concise grounds of C.O. are as under:- 

 
“1. On the facts and in the circumstances of the case, the 

CIT(A) should have held that the notings and jottings on the 
seized papers represented receipts of money in connection 
with the sale of inherited properties being Thaltej lands of 
survey Nos. 147 and 150, of which Survey No. 147 was 
owned by individuals and No. 150 was inherited and hence 
owned by respective HUFs. Hence, they would be capital 
receipts in connection with the sale of long term capital 
assets which may ultimately warrant computation of long 
term capital gains and those receipts in connection with the 
alleged sale of capital assets proceeds cannot be treated as 
business receipts or any other category of revenue receipts 
and since the department also does not allege that any sale 
[or transfer] of any of those capital assets had taken place in 
the previous year relevant to A.Y. 2006-07, nothing out of 
those alleged sums of those notings and jottings was 
taxable in A.Y. 2006-07 and at any rate, the department 
was not at all justified in attempting to tax the gross 
amounts of the said alleged receipts without allowing any 
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deduction towards the cost or fair market value of those 
capital assets. 

 
2. Without prejudice to ground No. 1 above, the CIT(A) should 

have further realized and held that for giving effect to the 
points raised in ground No. 1 above, in view of the Gujarat 
High court decision in Gujarat Gas Company Ltd. v. CIT 
(2000) 245 ITR 84 (Guj.) there is no bar against the 
assessed income going below the returned income in when 
the assessments were made u/s. 143(3). 

 
3.  Without prejudice to the grounds No. 1 and 2 above, the 

CIT(A) erred in recording direction to the A.O in the first half 
of page 25 of the impugned appellate order dated 1-12-
2010. "to assess the sales proceeds from Shri Chandrakant 
K. Shah in the hands of Rajni R. Varma HUF, Mahesh R. 
Varma HUF and Ravi R. Varma HUF in equal proportion. 

 
4. Without prejudice, on the facts and in the circumstances of 

the case, the CIT(A) erred in recording an observation in the 
first half of page 25 of the impugned appellate order dated 
1-12-2010 indicating that the A.O. would be free to 
investigate actual sales proceeds of survey No. 147 finally 
sold to Chandrakant K. Shah. 

 
5.    Without prejudice to the preceding grounds of appeal, even 

quantification of additions adopted by the A.O. is not 
correct and the CIT(A) should have upheld the assessee's 
contentions in this regard that the sum of Rs. 
1,25,00,000/- as per table-2 was not in connection with the 
proposed sale to Bhaveshkumar Chandulal. 

 
6.   On the facts and in the circumstances of the case, the 

CIT(A) should have further held that even the returned 
figure of Rs. 20.00 lacs was not taxable in the hands of the 
assessee in view of in view of section 51 and also the fact 
that the CIT(A) himself had repeatedly held that since sale 
to Bhaveshkumar Chandulal had finally not taken place, 
even the forfeited amount of Rs. 60.00 lacs divided equally 
in 3 HUFs of 3 brothers namely Mahesh R Varma, Rajni R 
Varma and Ravi R Varma] was not taxable at all.  

 
7.  Without prejudice to the preceding grounds of appeal, the 

departmental appeal deserves to be dismissed in limine as 
not maintainable because it is filed in contravention of the 
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Board instruction No. 5 of 2008 dated 15-5-2008 whose 
para marked 12 specifically states that it is an issue u/s. 
268A[1] and hence, it is not only binding but also has a 
statutory backing, in so far as in the case of assessee's HUF 
tax effect attributable to the relevant sum being taxed on 
protective basis or on substantive basis, would be negligible 
[say Nil].” 

 
7.  In IT(SS)A No.97/Ahd/2011 for A.Y. 2006-07 in case of Shri Ravi 

Ramlabhaya Varma, the assessee has taken following ground of 

appeal:- 

“1. On the facts and in the circumstances of the case, the 
learned CIT(A) erred in confirming addition of 
Rs.49,97,832/- made by the Assessing Officer on the 
ground that cash of Rs.49,97,832/- found at the time of 
search in the locker No.919 of the appellant with Rajkot 
Nagarik Sahakari Bank Ltd., Mithakali Ahmedabad, 
remained unexplained, inspite of the fact that the said cash 
belonged to Ralson Infrastructure Pvt. Ltd, duly recorded in 
the regular audited books of account of the aforesaid 
company in which the appellant is one of the directors.” 
 

8. In IT(SS)A No.98/Ahd/2011 for A.Y. 2007-08 in case of Shri Ravi 

Ramlabhaya Varma, the assessee has taken following ground of 

appeal:- 

“1. On the facts and in the circumstances of the case, the 
learned CIT(A) erred in confirming addition of 
Rs.11,04,193/- made by the Assessing Officer being cash 
found at the time of search at the residence of the appellant, 
inspite of the fact that the said cash belonged to Ralson 
Infrastructure Pvt. Ltd, duly recorded in the regular audited 
books of account of the aforesaid company in which the 
appellant is one of the directors.” 
 

9. In IT(SS)A No.188/Ahd/2011 for A.Y. 2006-07 in case of Shri 

Ravi Ramlabhaya Varma, the Revenue has taken following grounds of 

appeal:- 
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“1. The Ld. CIT(A) has erred in law and on facts and 
circumstances of the case by deleting the addition of Rs. 
29,35,166/- on account of loose paper No. 3 of Annexure-
A/1 when such notings pertain to the assessee only, and 
not to the HUFs. 

 
2. The Id. CIT(Appeal) erred in law and on facts in deleting the 

addition of 10 lacs towards the sale of Block of land bearing 
survey No.150 at Thaltej, as the land is in the name of 
individuals only, and not in the name of HUFs. 

 
3. The Ld. CIT(A) has erred in holding that the receipt of Rs. 

2,36,11,000/- from Shri Bhavesh Chandulal did not 
constitute the unaccounted income. 

 
In page No. 3 & 4 of Annexure-A/1, the details of 

receipts and expenses have been written date wise. For 
example Rs. 50,00,000/- was received on 18/08/2005 
against this Rs. 20,00,000/- was given to Sukhdevbhai and 
Rs. 25,00,000/- was given to Waghajibhai. It means the 
assessee had received the amount from Shri Bhavesh 
Chandulal was utilized for incurring such expenses. 

 
These amounts were not available with the assessee to 

pay back to Shri Bhavesh Chandulal. In other words, the 
source of amount paid back to Shri Bhavesh Chandulal was 
not explained by the assessee. As there is no evidence of 
paying back the amount to Shri Bhavesh Chandulal, the 
amount represents unaccounted income of the assessee. 

 
4. The CIT(A) has erred in holding that the the land belong to 

HUF. The land in question was inherited by the legal heirs 
of the late Shri Ramlabhaya Varma as per will executed by 
him. There is no evidence that the individual members have 
contributed their share in the property in the port of HUF. 
The HUF cannot legally inherit the land. Even the sale 
receipts were shown in the return of individuals and not the 
HUF. 

 
In view of the above facts the land in question was the 

property of six individuals and hence the sale proceeds are 
the unaccounted income of the assessee and not the income 
of HUF.” 
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10.  In IT(SS)A No.189/Ahd/2011 for A.Y. 2006-07 in case of Shri 

Ravi Ramlabhaya Varma, the Revenue has taken following grounds of 

appeal:- 

“1. The Ld. CIT(A) has erred in law and on facts in allowing the 
appeal and directing to treat the protective addition of Rs. 
20,00,000/- to be made in substantive capacity, by 
concluding that the land having survey no. 147 & 150 been 
purchased by the father of the Karta of the HUF, acquired 
the character of the HUF property in the hands of 
successors who inherited the properties through will in 
their capacity as legal heirs. 

 
2. The CIT(A) has erred in holding that the land belong to HUF. 

The land in question was inherited by the legal heirs of the 
late Shri Ramlabhaya Varma as per will executed by him. 
There is no evidence that the individual members have 
contributed their share in the property in the port of HUF. 
The HUF cannot legally inherit the land. Even the sale 
receipts were shown in the return of individuals and not the 
HUF. 

 
In view of the above facts the land in question was the 

property of six individuals and hence the sale proceeds are 
the unaccounted income of the assessee and not the income 
of HUF.” 

 

11.  In C.O. No.82/Ahd/2011 (in ITA No.188/Ahd/2011) in case of 

Shri Ravi Ramlabhaya Varma, the assessee has taken following 

grounds of appeal:- 

 
“1.  On the facts and in the circumstances of the case, the 

CIT(A) should have realized and held that even according to 
the allegations of the A.O., the notings and jottings on the 
seized papers represented receipts of money in connection 
with the sale of inherited properties being Thaltej lands of 
survey Nos. 147 and 150, of which Survey No. 147 was 
owned by individuals and No. 150 was inherited and hence 
owned by respective HUFs. Hence, even on the basis of 
Assessing Officer's these allegations, they would be capital 
receipts in connection with the sale of long term capital 
assets which may ultimately warrant computation of long 
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term capital gains and those receipts in connection with the 
alleged sale of capital assets proceeds    cannot    be treated 
as business receipts or any other category of revenue 
receipts and since the department also does not allege that 
any sale [or transfer] of any of those capital assets had 
taken place in the previous year relevant to A.Y. 2006-07, 
nothing out of those alleged sums of those notings and 
jottings was taxable in A.Y. 2006-07 and at any rate, the 
department was not at all justified in attempting to tax the 
gross amounts of the said alleged receipts without allowing 
any deduction towards the cost or fair market value of those 
capital assets. 

 
2.  Without prejudice to the preceding grounds of appeal, even 

quantification of additions adopted by the A.O. is not 
correct and the CIT(A) should have upheld the assessee's 
contentions in this regard that the sum of Rs. 
1,25,00,000/- as per table-2 was not in connection with the 
proposed sale to Bhaveshkumar Chandulal. 

 
3. On the facts and in the circumstances of the case, the 

learned CIT(A) erred in conforming addition of 
Rs.49,97,832/- made by the Assessing Officer on the 
ground that cash of Rs.49,97,832/- found at the time of 
search in the locker no.919 of the appellant with Rajkot 
Nagarik Sahakari Bank Ltd, Mithakhali Ahmedabad, 
remained unexplained, inspite of the fact the said cash 
belonged to Ralson Infrastructure Pvt. Ltd, duly recorded in 
the regular audited books of account of the aforesaid 
company in which the appellant is one of the directors.” 
 

12.  In C.O. No.83/Ahd/2011 (in ITA No.189/Ahd/2011) in case of 

Shri Ravi R. Varma, the assessee has taken following grounds.  The 

concise grounds of C.O. are as under:- 

 
“1. On the facts and in the circumstances of the case, the 

CIT(A) should have held that the notings and jottings on the 
seized papers represented receipts of money in connection 
with the sale of inherited properties being Thaltej lands of 
survey Nos. 147 and 150, of which Survey No. 147 was 
owned by individuals and No. 150 was inherited and hence 
owned by respective HUFs. Hence, they would be capital 
receipts in connection with the sale of long term capital 
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assets which may ultimately warrant computation of long 
term capital gains and those receipts in connection with the 
alleged sale of capital assets proceeds cannot be treated as 
business receipts or any other category of revenue receipts 
and since the department also does not allege that any sale 
[or transfer] of any of those capital assets had taken place in 
the previous year relevant to A.Y. 2006-07, nothing out of 
those alleged sums of those notings and jottings was 
taxable in A.Y. 2006-07 and at any rate, the department 
was not at all justified in attempting to tax the gross 
amounts of the said alleged receipts without allowing any 
deduction towards the cost or fair market value of those 
capital assets. 

 
2. Without prejudice to ground No. 1 above, the CIT(A) should 

have further realized and held that for giving effect to the 
points raised in ground No. 1 above, in view of the Gujarat 
High court decision in Gujarat Gas Company Ltd. v. CIT 
(2000) 245 ITR 84 (Guj.) there is no bar against the 
assessed income going below the returned income in when 
the assessments were made u/s. 143(3). 

 
3.  Without prejudice to the grounds No. 1 and 2 above, the 

CIT(A) erred in recording direction to the A.O in the first half 
of page 25 of the impugned appellate order dated 1-12-
2010. "to assess the sales proceeds from Shri Chandrakant 
K. Shah in the hands of Rajni R. Varma HUF, Mahesh R. 
Varma HUF and Ravi R. Varma HUF in equal proportion. 

 
4. Without prejudice, on the facts and in the circumstances of 

the case, the CIT(A) erred in recording an observation in the 
first half of page 25 of the impugned appellate order dated 
1-12-2010 indicating that the A.O. would be free to 
investigate actual sales proceeds of survey No. 147 finally 
sold to Chandrakant K. Shah. 

 
5.    Without prejudice to the preceding grounds of appeal, even 

quantification of additions adopted by the A.O. is not 
correct and the CIT(A) should have upheld the assessee's 
contentions in this regard that the sum of Rs. 
1,25,00,000/- as per table-2 was not in connection with the 
proposed sale to Bhaveshkumar Chandulal. 

 
6.   On the facts and in the circumstances of the case, the 

CIT(A) should have further held that even the returned 
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figure of Rs. 20.00 lacs was not taxable in the hands of the 
assessee in view of in view of section 51 and also the fact 
that the CIT(A) himself had repeatedly held that since sale 
to Bhaveshkumar Chandulal had finally not taken place, 
even the forfeited amount of Rs. 60.00 lacs divided equally 
in 3 HUFs of 3 brothers namely Mahesh R Varma, Rajni R 
Varma and Ravi R Varma] was not taxable at all.  

 
7.  Without prejudice to the preceding grounds of appeal, the 

departmental appeal deserves to be dismissed in limine as 
not maintainable because it is filed in contravention of the 
Board instruction No. 5 of 2008 dated 15-5-2008 whose 
para marked 12 specifically states that it is an issue u/s. 
268A[1] and hence, it is not only binding but also has a 
statutory backing, in so far as in the case of assessee's HUF 
tax effect attributable to the relevant sum being taxed on 
protective basis or on substantive basis, would be negligible 
[say Nil].” 
 

13. In IT(SS)A No.192/Ahd/2011 for A.Y. 2006-07 in case of Shri 

Rajni R. Varma, the Revenue has taken following grounds of appeal:- 

 
“1. The Ld. CIT(A) has erred in law and on facts and 

circumstances of the case by deleting the addition of Rs. 
29,35,166/- on account of loose paper No. 3 of Annexure-
A/1 when such notings pertain to the assessee only, and 
not to the HUFs. 

 
2. The Id. CIT(Appeal) erred in law and on facts in deleting the 

addition of 10 lacs towards the sale of Block of land bearing 
survey No.150 at Thaltej, as the land is in the name of 
individuals only, and not in the name of HUFs. 

 
3. The Ld. CIT(A) has erred in holding that the receipt of Rs. 

2,36,11,000/- from Shri Bhavesh Chandulal did not 
constitute the unaccounted income. 

 
In page No. 3 & 4 of Annexure-A/1, the details of 

receipts and expenses have been written date wise. For 
example Rs. 50,00,000/- was received on 18/08/2005 
against this Rs. 20,00,000/- was given to Sukhdevbhai and 
Rs. 25,00,000/- was given to Waghajibhai. It means the 
assessee had received the amount from Shri Bhavesh 
Chandulal was utilized for incurring such expenses. 
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These amounts were not available with the assessee to 

pay back to Shri Bhavesh Chandulal. In other words, the 
source of amount paid back to Shri Bhavesh Chandulal was 
not explained by the assessee. As there is no evidence of 
paying back the amount to Shri Bhavesh Chandulal, the 
amount represents unaccounted income of the assessee. 

 
4. The CIT(A) has erred in holding that the the land belong to 

HUF. The land in question was inherited by the legal heirs 
of the late Shri Ramlabhaya Varma as per will executed by 
him. There is no evidence that the individual members have 
contributed their share in the property in the port of HUF. 
The HUF cannot legally inherit the land. Even the sale 
receipts were shown in the return of individuals and not the 
HUF. 

 
In view of the above facts the land in question was the 

property of six individuals and hence the sale proceeds are 
the unaccounted income of the assessee and not the income 
of HUF.” 

 
14.  In C.O. No.86/Ahd/2011 (in ITA No.192/Ahd/2011) in case of 

Shri Rajni R. Varma, the assessee has taken following grounds of 

appeal:- 

 
“1.  On the facts and in the circumstances of the case, the 

CIT(A) should have realized and held that even according to 
the allegations of the A.O., the notings and jottings on the 
seized papers represented receipts of money in connection 
with the sale of inherited properties being Thaltej lands of 
survey Nos. 147 and 150, of which Survey No. 147 was 
owned by individuals and No. 150 was inherited and hence 
owned by respective HUFs. Hence, even on the basis of 
Assessing Officer's these allegations, they would be capital 
receipts in connection with the sale of long term capital 
assets which may ultimately warrant computation of long 
term capital gains and those receipts in connection with the 
alleged sale of capital assets proceeds    cannot    be treated 
as business receipts or any other category of revenue 
receipts and since the department also does not allege that 
any sale [or transfer] of any of those capital assets had 
taken place in the previous year relevant to A.Y. 2006-07, 
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nothing out of those alleged sums of those notings and 
jottings was taxable in A.Y. 2006-07 and at any rate, the 
department was not at all justified in attempting to tax the 
gross amounts of the said alleged receipts without allowing 
any deduction towards the cost or fair market value of those 
capital assets. 

 
2.  Without prejudice to the preceding grounds of appeal, even 

quantification of additions adopted by the A.O. is not 
correct and the CIT(A) should have upheld the assessee's 
contentions in this regard that the sum of Rs. 
1,25,00,000/- as per table-2 was not in connection with the 
proposed sale to Bhaveshkumar Chandulal.” 
 

15.  In IT(SS)A No.193/Ahd/2011 for A.Y. 2006-07 in case of Shri 

Rajni R. Varma (HUF), the Revenue has taken following grounds of 

appeal:- 

“1. The Ld. CIT(A) has erred in law and on facts in allowing the 
appeal and directing to treat the protective addition of Rs. 
20,00,000/- to be made in substantive capacity, by 
concluding that the land having survey no. 147 & 150 been 
purchased by the father of the Karta of the HUF, acquired 
the character of the HUF property in the hands of 
successors who inherited the properties through will in 
their capacity as legal heirs. 

 
2. The CIT(A) has erred in holding that the land belong to HUF. 

The land in question was inherited by the legal heirs of the 
late Shri Ramlabhaya Varma as per will executed by him. 
There is no evidence that the individual members have 
contributed their share in the property in the port of HUF. 
The HUF cannot legally inherit the land. Even the sale 
receipts were shown in the return of individuals and not the 
HUF. 

 
In view of the above facts the land in question was the 

property of six individuals and hence the sale proceeds are 
the unaccounted income of the assessee and not the income 
of HUF.” 
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16.  In C.O. No.87/Ahd/2011 (in ITA No.193/Ahd/2011) in case of 

Shri Rajni R. Varma, the assessee has taken following grounds.  The 

concise grounds of C.O. are as under:- 

 
“1. On the facts and in the circumstances of the case, the 

CIT(A) should have held that the notings and jottings on the 
seized papers represented receipts of money in connection 
with the sale of inherited properties being Thaltej lands of 
survey Nos. 147 and 150, of which Survey No. 147 was 
owned by individuals and No. 150 was inherited and hence 
owned by respective HUFs. Hence, they would be capital 
receipts in connection with the sale of long term capital 
assets which may ultimately warrant computation of long 
term capital gains and those receipts in connection with the 
alleged sale of capital assets proceeds cannot be treated as 
business receipts or any other category of revenue receipts 
and since the department also does not allege that any sale 
[or transfer] of any of those capital assets had taken place in 
the previous year relevant to A.Y. 2006-07, nothing out of 
those alleged sums of those notings and jottings was 
taxable in A.Y. 2006-07 and at any rate, the department 
was not at all justified in attempting to tax the gross 
amounts of the said alleged receipts without allowing any 
deduction towards the cost or fair market value of those 
capital assets. 

 
2. Without prejudice to ground No. 1 above, the CIT(A) should 

have further realized and held that for giving effect to the 
points raised in ground No. 1 above, in view of the Gujarat 
High court decision in Gujarat Gas Company Ltd. v. CIT 
(2000) 245 ITR 84 (Guj.) there is no bar against the 
assessed income going below the returned income in when 
the assessments were made u/s. 143(3). 

 
3.  Without prejudice to the grounds No. 1 and 2 above, the 

CIT(A) erred in recording direction to the A.O in the first half 
of page 25 of the impugned appellate order dated 1-12-
2010. "to assess the sales proceeds from Shri Chandrakant 
K. Shah in the hands of Rajni R. Varma HUF, Mahesh R. 
Varma HUF and Ravi R. Varma HUF in equal proportion. 

 
4. Without prejudice, on the facts and in the circumstances of 

the case, the CIT(A) erred in recording an observation in the 
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first half of page 25 of the impugned appellate order dated 
1-12-2010 indicating that the A.O. would be free to 
investigate actual sales proceeds of survey No. 147 finally 
sold to Chandrakant K. Shah. 

 
5.    Without prejudice to the preceding grounds of appeal, even 

quantification of additions adopted by the A.O. is not 
correct and the CIT(A) should have upheld the assessee's 
contentions in this regard that the sum of Rs. 
1,25,00,000/- as per table-2 was not in connection with the 
proposed sale to Bhaveshkumar Chandulal. 

 
6.   On the facts and in the circumstances of the case, the 

CIT(A) should have further held that even the returned 
figure of Rs. 20.00 lacs was not taxable in the hands of the 
assessee in view of in view of section 51 and also the fact 
that the CIT(A) himself had repeatedly held that since sale 
to Bhaveshkumar Chandulal had finally not taken place, 
even the forfeited amount of Rs. 60.00 lacs divided equally 
in 3 HUFs of 3 brothers namely Mahesh R Varma, Rajni R 
Varma and Ravi R Varma] was not taxable at all.  

 
7.  Without prejudice to the preceding grounds of appeal, the 

departmental appeal deserves to be dismissed in limine as 
not maintainable because it is filed in contravention of the 
Board instruction No. 5 of 2008 dated 15-5-2008 whose 
para marked 12 specifically states that it is an issue u/s. 
268A[1] and hence, it is not only binding but also has a 
statutory backing, in so far as in the case of assessee's HUF 
tax effect attributable to the relevant sum being taxed on 
protective basis or on substantive basis, would be negligible 
[say Nil].” 
 

17.  In IT(SS)A No.194/Ahd/2011 for A.Y. 2006-07 in case of Ralson 

Infrastructure Pvt. Ltd., the assessee has taken following grounds of 

appeal:- 

 
“1. On the facts and in the circumstances of the case, the 

learned Commissioner of Income Tax (Appeals) erred in 
confirming the finding of the Assessing Officer to the effect 
that the cash found during the course of search on 10th 
May, 2006 from the residential premises and bank locker of 
Mr. Ravi Varma, Director of the Appellant Company does 
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not belong to the Appellant Company, as claimed by Mr. 
Ravi Varma and Mr. Mahesh Varma, Directors of the 
Appellant Company. 

 
2. On the facts and in the circumstances of the case, the 

learned Commissioner of Income Tax (Appeals) erred in 
upholding the rejection under Section 145(3) of the Act by 
the Assessing Officer of the regular books of account of the 
Appellant Company, in spite of the fact that such books 
were statutorily audited and no defects either in the books 
or in the method of accounting were found. 

 

3. On the facts and in the circumstances of the case, the 
learned Commissioner of Income Tax (Appeals) erred in 
confirming the finding of the Assessing Officer that the 
Appellant Company is not entitled to deduction under 
Section 801B(10) of the Income Tax Act, 1961. 

 
4. prejudice to Ground No. 3, on the facts and in the 

circumstances of the case, the learned Commissioner of 
Income Tax Appeals) erred in directing the Assessing Officer 
to exclude income of Rs.13,93,591 earned by the Assessee 
from development of the land, from the profits for the 
purpose of granting deduction under Section 80IB(10) of the 
Act.” 

 

18.  In IT(SS)A No.195/Ahd/2011 for A.Y. 2007-08 in case of Ralson 

Infrastructure Pvt. Ltd., the assessee has taken following grounds of 

appeal:- 

 
“1. On the facts and in the circumstances of the case, the 

learned Commissioner of Income Tax (Appeals) erred in 
confirming the finding of the Assessing Officer to the effect 
that the cash found during the course of search on 10th 
May, 2006 from the residential premises and bank locker of 
Mr. Ravi Varma, Director of the Appellant Company does 
not belong to the Appellant Company, as claimed by Mr. 
Ravi Varma and Mr. Mahesh Varma, Directors of the 
Appellant Company. 
 

2. On the facts and in the circumstances of the case, the 
learned Commissioner of Income Tax (Appeals) erred in 
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upholding the rejection under Section 145(3) of the Act by 
the Assessing Officer of the regular books of account of the 
Appellant Company, in spite of the fact that such books 
were statutorily audited and no defects either in the books 
or in the method of accounting were found. 

 

3. On the facts and in the circumstances of the case, the 
learned Commissioner of Income Tax (Appeals) erred in 
confirming the finding of the Assessing Officer that the 
Appellant Company is not entitled to deduction under 
Section 80IB(10) of the Income Tax Act, 1961.” 
 

19.  In ITA No.1481/Ahd/2011 for A.Y. 2008-09 in case of Ralson 

Infrastructure Pvt. Ltd., the assessee has taken following ground of 

appeal:- 

 
“1. On the facts and in the circumstances of the case, the 

learned Commissioner of Income Tax (Appeals) erred in 
confirming the finding of the Assessing Officer that the 
Appellant Company is not entitled to deduction under 
Section 80IB(10) of the Income Tax Act, 1961.” 
 

20. In case of Mahesh R. Verma in IT(SS)A No.96/Ahd/2011 

following two grounds are raised by the assessee regarding cash 

found in the search carried out on 10.5.2006: 

 
i) Regarding cash of Rs.6,13,921/-, cash belonging to Ralson 

Infrastructure Pvt. Ltd., recorded in the regular audited books of 

account of the aforesaid company, in which the appellant is one of 

the Directors. 

 
ii)       Regarding cash of Rs.40,000/-, cash found during the course 

of search at the residence of the appellant. 
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21. In A.Y. 2006-07, in case of Ravi Varma, CIT(A) adjudicated the 

issue in appellate order dated 01.12.2010 passed in case of Shri 

Rajni Varma, Ravi Varma and their HUFs for A.Y. 2006-07.  As 

identical issue is involved in case of Mahesh R. Varma, the said 

ground was decided by CIT(A) against assessee.  Same will be taken 

care in following paras. 

 
22. Background of second issue is addition of Rs.29,35,166/-and 

addition of Rs.10 lacs, in appellate order dated 01.12.2010 passed in 

case brothers of assessee Shri Rajni Varma, Ravi Varma and their 

HUFs, these additions have been deleted by CIT(A) on the ground 

that the survey no.147 and 150 belong to HUF and that the sale 

proceeds including the cash component thereon can be assessed only 

when the sale has been made to a particular party.  Since, facts of 

the case are identical with the facts of case of his brother, Assessing 

Officer was directed to delete the addition of Rs.29,35,166/- and 

Rs.10lacs.  This will be discussed party-wise in following paras.  

 
23. An addition on account of seizure of cash of Rs.49,97,832/- in 

A.Y. 2006-07 found and seized from the bank locker no. 919 of Shri 

Ravi Varma, addition of Rs.11,04,493/- and Rs.40,000/- in A.Y. 

2007-08 and addition of Rs.40,000/- and Rs.6,13,921/- in case of 

Mahesh Varma in A.Y. 2007-08.  Assessing Officer has discussed as 

under: 
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“8. During the course of search proceedings at the residence of 
assessee an amount of Rs,15,06,200/- was found. Out of which 
cash of Rs.14,50,000/- was seized. Amount of Rs 49,97,832/- 
were found bank locker no.919 of assesse at Rajkot Nagrik 
Sahakari Bank Ltd, Mithakhali, Ahmedabad. Cash of 
Rs.50,000/- was found at locker no.229 with Sardar Vallabhbhai 
Patel Co.op. Bank Ltd, Near Law Garden, Ellis Bridge, 
Ahmedabad, which is jointly owned by Smt. Madhvi R. Varma 
alias Ami R. Varma. The assessee was asked to explain the 
source of this cash. In response to this, the assessee submitted 
that -  
 

"With reference to the cash seized from the residence of Ravi 
R. Varma of Rs.15,06,200/- the assessee submits that it 
had received the said sum from different members, of 
Hariom Villa Scheme developed by Ralson Infrastructure Pvt 
Ltd. The said sum were being received for the purpose of 
various expenses, such as stamp duty, registration fee, 
Advocate fee, drainage charge, GEB power, etc. In this 
connection the assessee would further like to clarify that in 
the year 2006 when the search operation was being carried 
out there was only one scheme that was in progress vis. 
Hariom Villa developed by Ralson Infrastructure Pvt Ltd, 
accordingly, whatever cash was found from the possession 
of Mr. Ravi R. Varma pertain .to the only scheme in books of 
accounts of Ralson Infrastructure Pvt Ltd. The documentary 
evidence with regard to the sum so received from different 
members for the purpose of making the above, expenditure. 
The said fact was explained by Mr. Ravi R. Varma to the 
Authorized Officer in his statement recorded on 5/6/2006 
vide Qn.No.21 of statement dated 10th May, 2006”. 
 
"With reference to the cash found of Rs.49,97,832/-, the 
assessee submits that it had received the said sum from 
different members of Hariom Villa Scheme developed by 
Ralson Infrastructure Pvt Ltd. The said sum were being 
received for the purpose of various expenses, such as stamp 
duty, registration fee, Advocate fee, drainage charge, 
maintenance charges, GEB power, etc. .On receipt of the 
same, the same was being kept in the bank locker of Mr. 
Ravi R. Varma. The documentary evidence with regard to 
the sum so received from different members for the purpose 
of making the above expenditure. The said fact was 
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explained by Mr. Mahesh R. Varma to the Authorized Officer 
in his statement recorded on 5/6/2006 vide Qn.No.19". 
 
"With reference to the cash found from locker No.229 of 
Sardar Vallabbhai Patel Co. Operative Bank Ltd the anme of 
Madhvi R. Varma and Ravi R. Varma of Rs.50,000/-. The 
saving was made on account of money received, on various 
social occasion such ad birthday, anniversary as well as on 
the occasion of the birth of two children, Deep R. Varma 
and Kunal R. Varma from various friends and relatives. 
Further having regard to the social status of the assessee, 
the said sum so received and found is reasonable 
considering the standard of living as well as social status of 
the assessee. Accordingly, your goodselves is kindly 
requested not to take adverse action considering the 
amount found since the same was out of the money saved 
by my wife. The said fact was also explained during the 
course of recording of statement before the Authorized 
Officer on 22nd May 2006 vide Question No. 4. Accordingly, 
your goodselves is kindly requested not to take adverse 
action considering the amount found since the same was 
out of the money saved by my wife". 

 
8.1 The submissions of assesses are carefully considered. In 
support of this he submitted copy of cash book of Ralsons 
Infrastructure Pvt Ltd for the year 2005-2006 and 2006-2007, 
which shows payment of cash amounting to Rs.14,50,000/- on 
09.05.2006. The bank locker no.229 with Sardar Vallabhbhai 
Patel Co.Operative Bank Ltd, prior to date of search was last 
operated on 22.04.2006. In view of this, these are considered in 
the assessment order of . 2007-2008 in the case of assesses. 
 
8.2 As regards the cash of Rs.49,97,832/-, which is claimed as 
belonging to Ralsons Infrastructure Pvt Ltd, he has submitted 
copy of cash book of Ralsons Infrastructure Pvt Ltd for the year 
2006-2007, which shows payment of cash amounting to 
Rs.49,97,832/- on 03.03.2006. It is worth mentioning here that 
on the date of search i.e. on 10.05.2006 the back-up of Hard-
disk containing accounting data was seized from the office 
premises of Ralsons Infrastructure Pvt Ltd. The scrutiny of seized 
accounting data shows that there is no debit entry, in the cash 
book of the company on 03,03.2006 showing an amount of 
Rs.49,97,832/- was given to the assessee. In other words, the 
copy of cashbook furnished by the assessee in the course of 
assessment proceedings is not at all tallying with the cash book 
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of the company as per seized hard disk data. The assessee has 
been provided the copy of same but no reconciliation of same 
with the books of accounts submitted now has been made by 
assessee. The fact is elaborately discussed in the assessment 
order of Ralsons Infrastructure Pvt Ltd for the A.Y.2006-2007 
and 2007-2008 and their books of accounts have been rejected. 
 
8.3 From the above, it appears that the copy of cash book of the 
company produced during the course of hearing is fudged to suit 
his requirement for explaining source of cash found from the 
locker, which was operated on last date of 03.03.2006. Had the 
amount was advanced by the company than it would have 
definitely figured in the accounting data of the company seized 
during the course of search from the office of assessee. The 
conduct of assessee shows that this cash was entered in the 
books of accounts when they were caught in search otherwise 
this amount would have gone unrecorded and unaccounted for. 
 
8.4 There is no force in the argument of assessee that the cash 
was kept at the lockers and residence of directors for safe 
keeping. The safest place for the cash is deposits in bank 
account. The keeping of cash in locker itself is a question mark 
on the financial affairs of the assessee group. Therefore, the 
contention of the assessee that the amount of Rs.49,97,832/-was 
received by assessee from Ralsons Infrastructure Pvt Ltd on 
03.03.2006 is not accepted and it is treated as unexplained cash 
found during the course of search from the assessee. The amount 
of Rs.49,97,832/- is therefore added to the income of assessee. 
The assessee has concealed the particulars of income and 
penalty proceedings U/s 271(1)(c) of the I.T. Act are separately 
initiated. 
 

    (Addition of Rs.49,97,832/-)" 

 
24. Similarly, the relevant discussion in assessment year 2007-2008 

in respect of the cash found from the residential premises of assessee 

Shri Ravi Varma is reproduced as under:  

“5.2 As regards the cash of Rs.15,06,200/- is concerned the 
assessee's explanation is same i.e. it is belonging to Ralsons 
Infrastructure Pvt Ltd. In support of this he again submitted the 
same argument, which has been discussed in the order of 
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A.Y.2006-2007. The assesses stated that the amount of 
Rs.14,50,000/- was received by him from Ralsons Infrastructure 
Pvt Ltd, on 09.05.2006 for safe keeping in home. The copy of 
cash book of Ralsons Infrastructure Pvt Ltd for the period 
01.04.2006 to 10,05.2006 was produced, which shows cash 
payment of Rs.14,50,000/,- on 09.05.2006. It is worth 
mentioning here that on the date of search i.e. on 10.05.2006 the 
back-up of Hard-disk containing accounting data was seized 
from the office premises of Ralsons Infrastructure Pvt Ltd. The 
scrutiny of seized accounting data shows that there is no debit 
entry in the cash book of the company on 09.05.2006 showing an 
amount of Rs.14,50,000/- was given to the assesses. In other 
words, the copy of cashbook furnished by the assessee in the 
course of assessment proceedings is not at all tallying with the 
cash book of the company as per seized hard disk data. The 
assessee has been provided the copy of same but no 
reconciliation of same with the books of accounts submitted now 
has been made by assessee. The fact is elaborately discussed in 
the assessment order of Ralsons Infrastructure Pvt Ltd for the 
A.Y.2006-2007 and 2007-2008 and their books of accounts have 
been rejected. 
 
5.3 From the above, it appears that the copy of cash book of the 
company produced during the course of hearing is fudged to suit 
his requirement for explaining source of cash found from the 
residence on 10.05.2006 during the course of search operation. 
Had the amount was advanced by the company than it would 
have definitely figured in the accounting data of the company 
seized during the course of search proceedings at the office of 
assessee. The conduct of assessee shows, that this cash was 
entered in the books of accounts when they were caught in 
search otherwise this amount would have gone unrecorded and 
unaccounted for. 
 
5.4 There is no force in the argument of assessee that the cash 
was kept at the lockers and residence of directors for safe 
keeping. The safest place for the cash is deposits in bank 
account. The keeping of cash in locker and at home itself is a 
question mark on the financial affairs of the assessee group The 
assessee did not submit any explanation for balance cash of 
Rs.56,200/- found with him. The cash balance in the hands of 
Ralsons Infrastructure Pvt Ltd as on 04.05.2006 has been found 
entered into the accounts maintained on computer and the hard 
disk of which has been seized, as per which the closing cash 
balance is Rs.3,76,707/-. The cash balance in the hands of 
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assessee on 31.03.2006 was only Rs.2,880/- as per the Balance 
sheet submitted with the return of income. At the most amount 
of Rs.25,000/- is estimated to be with the assessee as on date of 
search. Therefore, the cash in hand of assessee as on 10.05.2006 
at the most could be Rs.4,01,707/- (Rs.3,76,707/- + Rs.25,000/-
). The balance account of Rs.11,04,493/-, is therefore, remains 
unexplained and added to the income of assessee. The assessee 
has concealed the particulars of income and penalty proceedings 
U/s 271(1)(c) of the IT. Act are separately initiated. 
 

(Addition of Rs.11,04,493/-)” 
 

In other words, since the last date of operation of the locker was 

3/3/2006, the cash from the locker was assessed by the Assessing 

Officer in assessment year 2006-2007 and cash found from his 

residence at the time of search on 10/5/2006 was assessed by the 

Assessing Officer in assessment year 2007-2008.        

 
25. Similarly, in case of Mahesh Varma, the seizure of cash from his 

residence and locker has been discussed by the Assessing Officer in 

assessment order as under: 

“6. During the course of search proceedings at the residence of 
assessee an amount of Rs.56,750/- was found. Amount of 
Rs.14,99,000/- were found bank locker no.907 Rajkot Nagrik 
Sahakari Bank Ltd, Mithakhali, Ahmedabad. The assessee was 
asked to explain the source of this cash. In response to this, the 
assessee submitted that 
 
"The cash found from the residence Mahesh R. Varma and 
Sheetal M. Varma of Rs.56,750/- is on account of money saved 
by Sheetal M. Varma over a period of time. The saving was made 
on account of money receipt on various social occasions, such as 
birthday, anniversary as well as on the occasion of birth of two 
children from various friends and relatives- Further having 
regard to social status of assessee, the said sum so received and 
found is reasonable considering the standard of living as well as 
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social status of the assessee. Therefore, no adverse view should 
be taken". 
 
6.1 Regarding the cash found from locker no.907 of 
Rs.14,99,000/- the assessee submitted as under : 
 

"With reference to the cash found from locker no.907 of 
Rs.14,99,000/-, the assessee submits that the cash found from 
the said locker, belongs to various concerns of the assessee and 
its group. The break-up of cash found of Rs. 14,99,000/- is as 
under: 

 
Sr Names Amount (Rs.) 

A Hariom Finstock Limited 121260 

B Hariom Associates 284158 

C Hariom Sarjak 146165 

D Ralson Infrastructure Pvt Limited 377207 

E Mahesh R. Varma 166972 

F Mahesh R. Varma, HUF 97355 

G Smt. Shital M Varma 69169 

H Ralson Infrastructure Pvt Limited 236714 

 Total. 1499000 

 
The documentary evidence in this regard is enclosed. The said 
fact was explained to the Authorized Officer in a statement 
recorded by Mr. Mahesh Varma".  
 
The submissions of assessee are carefully considered. 
 
6.2 As regards the cash of Rs.56,750/- found at the residence 
of assessee, the explanation is that it is out of the past 
accumulated savings of his wife from the gifts received on various 
social occasions and it should be accepted considering the social 
status of assessee. There is no doubt that the assessee belongs to 
good social status, therefore, the receipts of gifts is never one 
sided because at the same time the assessee has also to give gifts 
to relatives and friends. The assessee belongs to business family 
and accounts of each individual are prepared. In the explanation 
of cash found from locker, he attributes the cash as belonging to 
his wife, his HUF and out of his cash balance in hand. Therefore, 
whatever cash was available with the assessee family that has 
been explained as kept in locker. Considering the situation in 
totality, the amount of Rs.40,000/- out of the cash found of 
Rs.56,750/- is considered unexplained and added to the income 
of assessee. The assessee has concealed the particulars of 
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income and penalty proceedings U/s 271 (1)(c) of the I.T. Act are 
separately initiated.  
 

(Addition Rs.40,000/-) 
 

6.3 As regards the explanation of the assessee regarding the 
cash found at locker amounting to Rs.14,99,000/- is concerned, 
the cash books of M/s Hariom Sarjak, Hatiom Associates, 
Hariom Finstock Ltd, Ralsons Infrastructure Pvt Ltd were 
examined. The print out of cash book of these concerns as on 
31.03.2006 in the computer hard disk seized during the course 
of search was also taken into consideration. It was observed that 
there was minor variation in the amount of cash available with 
the firms viz. M/s Hariom Sarjak, Hariom Associates, Hariom 
Finstock Ltd, as on 31.03.2006 with the cash balances 
mentioned by assessee in the return of income. The assessee 
attributes the difference due to the fact that the audit of accounts 
was not done and the accounts were incomplete. Considering the 
above facts, the cash attributed to these firms and individuals is 
accepted.  
 
6.4 As regards the cash of Rs.3,77,207/- and Rs.2,36,714/-, 
which is attributed as belonging to Ralsons Infrastructure Pvt Ltd 
is concerned, the argument of assessee cannot be accepted. He 
has submitted copy of cash book of Ralsons Infrastructure Pvt 
Ltd for the year 2006-2007, which shows payment of cash 
amounting to Rs.3,77,207/- on 03.05.2006. It is worth 
mentioning here that on the date of search i.e. on 10.05.2006 the 
back-up of Hard-disk containing accounting data was seized 
from the office premises of Ralsons Infrastructure Pvt Ltd. The 
scrutiny of seized accounting data shows that there is no debit 
entry in the cash book of the company on 03.05.2006 showing an 
amount of Rs.3,77,207/- was given to the assessee The fact that 
the cash book of Ralsons Infrastructure Pvt Ltd as produced in 
support of contention of assessee, is not at all tallying with the 
cash book as per seized hard disk data. From the above, it 
appears that the copy of cash book of the company produced 
during the course of hearing is fudged to suit his requirement for 
explaining source of cash found from the locker, which was 
operated on last date of 03.05.2006, before the date of search. 
Had the amount was advanced by the company than it would 
have definitely figured in the accounting data of the company 
seized during the course of search from the office of assessee. 
The conduct of assessee shows that this cash was entered in the 
books of accounts when they were caught in search otherwise 
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this amount would have gone unrecorded and unaccounted for. 
The assessee was provided opportunity to reconcile the cash 
book of Ralsons Infrastructure Pvt Ltd, produced during the 
assessment proceedings with the cash book as per seized data, 
but that was not provided. The fact is elaborately discussed, in 
the assessment order of Ralsons Infrastructure Pvt Ltd for the 
A.Y.2006-2007 and 2007-2008 and their books of accounts have 
been rejected. Therefore, the amount of Rs.3,77,207/- as shown 
to have been received by assessee from Ralsons Infrastructure 
Pvt Ltd on 03.05.2007 and another amount of Rs.2,36,714/- for 
which no date of receipt is given remain unexplained. There is no 
force in the argument of assessee. The amount of Rs.6,13,921/- 
claimed to have been received from Ralsons Infrastructure Pvt. 
Ltd is therefore added to the income of assessee. The assessee 
has concealed the particulars of income and . penalty 
proceedings U/s 271(1)(c) of the I.T. Act are separately initiated. 
 

(Addition of Rs.6,13,921/-)” 
 

26. In appealt, the contention of assessee has been that the said 

cash of Rs.49,97,832/- has been received by him from the company 

namely Ralson Infrastructure Pvt. Ltd. was not accepted by the 

Assessing Officer. The cash found from the residence of Shri Ravi 

Varma was also stated to be belonging to Ralson infrastructure Pvt 

Ltd. The cash found from the residence of Shri Mahesh Varma was 

also stated to be belonging to various group concerns of the 

appellants including Ralson infrastructure Pvt Ltd.  In support of this 

contention the ld. Authorized Representative also submitted before 

CIT(A) copies of statement of Shri Ravi Varma, recorded on 

17/5/2006 at the time of operation of the bank locker, statement of 

Shri Rajni Varma recorded on 17/5/2006 at 3:30 PM, statement of 

Shri Mahesh Varma recorded on 5/6/2006 at 12:30 PM, and on 
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7/6/2006 at 4:10 PM while operating his bank locker.  Inter alia 

stated that since the cash belongs to the company Ralson 

Infrastructure Pvt Ltd, the Assessing Officer was not justified in 

treating the cash of Rs.49,97,832/- as the unaccounted income of 

assessee. 

The relevant submission of assessee on this point are as under: 

 
“2 "Addition on account of unaccounted cash found from Bank 

Locker No. 919 --Rs. 49,97,832 
 
4.1 During the course of search action, the Income Tax 

Department had found and seized cash amounting to 
Rs. 49,97,832 from the bank locker No. 919 
maintained with Rajkot Nagrik Sahkari Bank Limited, 
Wlithakhali Branch, Ahmedabad. The appellant and 
its group right from the day of search had maintained 
its stand that during the course of the search period, 
the appellant had only one scheme i.e. Hari Om Villa 
Scheme which was developed by Ralson Infrastructure 
Pvt. Ltd. The cash found from the bank locker of the 
appellant was received from the members of the Hari 
Om Villa Scheme, which was being deposited in the 
Bank Locker of the appellant. The amount so received 
were for the purpose of various expenses such as 
stamp duty, registration fee, advocate's fee, drainage 
charges, maintenance charges, GEB power, etc. The 
amount so received .from the members was duly 
confirmed by them respectively.  The documentary 
evidence were produced before the Assessing Officer 
during the course of assessment proceedings.   The 
Assessing Officer has not even once doubted the 
genuineness of of the money so received or the 
confirmation given by the memebrs of the Hari Om 
Villa Scheme with statement of account and PAN no. 

 
4.2  The appellant also submits that as on the date of the 

search the books of accounts of Ralson   Infrastructure 
Pvt. Limited to whom this cash belongs, were 
incomplete and un-audited. Accordingly, to view that 
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the cash so found from the bank locker has not been 
accounted for in the books of Ralson Infrastructure 
Pvt. Ltd., would not be logical and correct, since the 
finalization of books of account during that period was 
under progress. 

 
4.3  Mr. Mahesh R. Varma in his statement recorded on 5-

6-2006 vide question No. 19, had confirmed the fact 
that the cash found from the bank locker as having 
been received from different members of Hari Om Villa 
Scheme and it belongs to Ralson Infrastructure Pvt. 
Limited. The extract of the said question and answer is 
as under: 

 

Question No. 19 
 

On 17-5-2006, Bank Locker 
No. 919 with Rajkot Nagrik 
Sahkari Bank Limited was 
opened and from which cash 
amounting to Rs. 49,97,832 
(Rs. Forty nine lacs, ninety 
seven thousand, eight hundred 
and thirty seven only) was 
seized. The bank locker is in 
the name of Mr., Ravi R. 
Varma. Who had informed that 
this money pertain to the 
business of the assessees, the 
details of which would be given 
by my brother Mr. Mahesh R. 
Varma. Please explain if the 
money pertains to the business 
of the group, then why the said 
sum was found from the 
personal locker? In whose 
books of accounts the same is 
accounted for and to whom the 
said money belongs? 

Answer- 19 
 

The members of the ongoing 
Hari Om Villa Scheme have 
given money for making various 
expenses such as stamp duty, 
registration fee, advocate's fee, 
AUDA drainage charges, GEB 
Power, extra work fee and legal 
expenses. Because it was 
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practically difficult to open the 
bank locker in the name of the 
company and Mr. Ravi R. 
Varma being the Director of the 
Company the said cash was 
put in the safe custody in the 
bank locker of Mr. Ravi R. 
Varma. The receipt for the 
expenses so made is to be 
made and the balance of the 
income and expenses will be 
offered to income-tax. 

 
4.4 Mr. Mahesh R. Varma in his statement recorded on 
26-12-2008 before the Assessing Officer has also confirmed 
the fact that cash found from the locker of Mr. Ravi R. 
Varma as well as from Mr. Mahesh R. Varma is duly 
reflected in the books of Ralson Infrastructure Pvt. Limited, 
the extract of the same is as under:  
 

Question 
No. 2 
 

During the course of search proceedings 
in your group of cases initiated on 10-
05-2006 cash amounting to Rs. 
14,99,000 was recovered from your 
locker at Rajkot Nagrik Sahkari Bank 
Limited. Cash amounting to Rs. 
49,97,832 was recovered from locker of 
your brother Shri Ravi Varma. Cash 
amounting to Rs. 15,06,200 was also 
found at the residence of Shri Ravi 
Varma. Mr. Ravi Varma in his statement 
recorded before Investigation Authority 
stated that the cash belongs to Raison 
Infrastructure Pvt. Ltd., as a deposit 
received from members of their current 
running projects. Please explain where 
the cash has been reflected? 

Answer - 2 
 

The  cash   has been   reflected  in  the  
books of  M/s. Ralson Infrastructure Pvt. 
Ltd., in the assessment year 2006-07. 

Question - 
7 
 

The Hard Disk, of Computer containing 
the books of accounts of M/s. RIPL and 
other group concerns were seized during 
the course of search proceedings. The 
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working copy of which was operated 
before your AR. The balance sheet,.P&L 
A/c, Cash Book and Trial Balance of 
RIPL were printed out and given to your 
AR. In the cash book the amount 
recovered from your bank locker has not 
beeri reflected neither the amount has 
been shown in the ledger of any member. 
Please explain how the amount may be 
belonging to members of Ralson 
Infrastructure Pvt. Limited? 

Answer - 7 
 

For this cash receipts were available in 
the office premises. The books of 
accounts referred in the question were 
incomplete on the date of the search. 
While finalizing the books all these 
receipts were accounted and offered as 
income of RIPL. The list of such member 
with confirmation has been submitted in 
the assessment proceedings. 

 
 

4.5 Ralson Infrastructure Pvt. Limited, to whom the cash 
belongs, while filing the Return of Income for the present 
assessment year had duly accounted for the cash so found 
from the bank locker and confirmed by the members of Hari 
Om Villa Scheme in its books of accounts. Your honour 
would also appreciate that the assessment of Ralson 
Infrastructure Pvt. Limited is already made after considering 
the cash so found and accounted for in its books of 
accounts. The same has been confirmed by the members of 
hariom Villa Scheme.  

 
4.6 The Assessing Officer had made the alleged addition of cash 

so found merely on the ground that the same was being put 
in the bank locker of the appellant instead of depositing the 
same in the bank account and was not recorded in the hard 
disc so found during the course of search. The Assessing 
Officer in his order has not -brought a single adverse 
evidence against the confirmation provided by the appellant 
during the course of assessment proceedings, apart from 
making certain assumptions.. The appellant also states that 
addition could not be made merely because cash was found 
from the Bank locker instead of Bank Account The other 
surrounding and documentary evidence is required to be 
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judged before arriving at any adverse action. The action 
taken by the Assessing Officer on this ground itself 
indicates that the same has been made on presumption, 
assumptions and surmises. The addition so made by the 
Assessing Officer of Rs. 49,97,832 may kindly be deleted." 
 

27. Regarding the seizure of cash from his residence the submission 

of assessee Shri Ravi Varma is as under: 

“1.1 With regard to aforesaid addition, it is submitted that cash 
found from the residential premises of the appellant, was 
the cash received from the members of the Hari Om Villa 
Scheme. The amount so received were the members' 
collection received for the purpose of various expenses such 
as stamp duty, registration fee, advocate's fee, drainage 
charges, maintenance charges, GEB power, etc. Further, 
the appellant during the course of search proceeding as well 
as in post search proceedings has categorically stated that, 
the cash found from the residential premises pertains to the 
business of the appellant and its group and collection 
received from the members of the current project. The said 
fact has also been recorded in the statement of the 
appellant, recorded under section 132(4) of the act on the 
date of search 10th May, 2006. Relevant extracts of the 
same are reproduced hereunder for your kind perusal: 

 

Question No. 
21 
 

During the course of search operation 
from your residential premises cash 
amounting to Rs. 15,06,200 was found 
vide Annexure - CF. Please explain the 
same. Also, explain as to why cash 
amounting to Rs. 14,50,000 should not 
be seized. 

Answer - 21 
 

With reference to cash found, I would 
like to submit that the same pertains to 
my business and collection received 
from the members of the current project. 
I am unable to obtain the information 
from the office as to which enterprise the 
amount of cash so found pertains. 
Accordingly, I have no objection of 
making seizure of cash of Rs. 14,50,000 
as per the requirements of the law. 
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1.2 The appellant further submits that, aforesaid facts were 
also explained to assessing officer during the course of 
assessment proceedings which is also reproduced by the 
assessing officer at para 5 of the assessment order. The 
same is reproduced herein under for your ready reference: 

 
"With reference to the cash seized from the residence of Ravi 
R. Verma of Rs.15,06,200 the assessee submits that it had 
received the said sum from different members, of Hariom 
Villa Scheme developed by Ralson Infrastructure Pvt. Ltd. 
The said sum were being received for the purpose of various 
expenses, such as stamp duty, registration fee, advocate's 
.fee, drainage charges, maintenance charges, GEE power, 
etc. In this connection the assessee would further like to 
clarify that in the year 2006 when the search operation was 
being carried out there was only one scheme that was in 
progress vis. Hariom Villa developed by Ralson 
infrastructure Pvt. Ltd, accordingly whatever cash was 
found from the possession of Mr. Ravi Verma pertained to 
the only scheme in books of accounts of Ralson 
infrastructure Pvt. Ltd. The documentary evidence with 
regard to the sum so received from different members for 
the purpose of making the above expenditure. The said fact 
was explained by Mr. Ravi Verma to the authorized officer in 
his statement recorded on 5/6/2006 vide Qn. No. 21 of the 
statement dated 10th May, 2006." 
 

1.3 Apart from what is stated herein above, it is further 
submitted that, the appellant in his statement recorded u/s 
132(4) as well as during the course of assessment 
proceedings has also stated similar facts that such cash 
pertains to members' collection of the project carried out in 
Ralson Infrastructure Pvt Limited. However the assessing 
officer without consideration of such statement and without 
well appreciation of the facts of the case of the appellant has 
made the impugned addition in case of appellant. 

 
It is further submitted that the amount so received from 
various members was also duly confirmed by them. The 
confirmations received .from various members along with 
their PAN No and other documentary evidences were 
produced before the Assessing Officer during the course of 
assessment proceedings and the Assessing Officer has not 
even once doubted the genuineness of the money so 



 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 37 - 

 

received or the confirmation given by the members of the 
Had Om Villa Scheme. 

 
1.4 The Appellant states that as already explained by the 

appellant in the statement of the appellant, recorded under 
section 132(4) of the act as well as during the course of 
assessment proceedings, the cash found from the 
residential premises of the appellant, was the cash received 
from the members of the Hari Om Villa Scheme developed 
by Ralson Infrastructure Pvt. Ltd. Further it is pertinent to 
note that while making the addition of.Rs.11,04,493 the 
Assessing Officer has indirectly accepted the contention of 
the appellant that the cash so found pertains to Raison 
Infrastructure Pvt. Limited by giving the credit of closing 
cash on hand as on 4-5-2006 of Raison infrastructure Pvt. 
Limited amounting to Rs. 3,76,707. 

 
1.5 Apart from what is stated herein above, the appellant 

further submits that the Assessing Officer had made the 
alleged addition of cash so found merely on the ground that 
the same was being put in the bank locker/ home of the 
appellant instead of depositing the same in the bank 
account. In this regard the appellant at the cost of repetition 
states that, the Assessing Officer in his order has not 
brought a single adverse evidence against the confirmation 
provided by the appellant during the course of assessment 
proceedings, apart fr.om making certain assumptions. The 
appellant also states that addition could not be made 
merely because cash was found from the Bank locker/horne 
instead of Bank Account. It is further stated that even 
aforesaid amount has been offered as income in case of 
Ralsons Infrastructure Pvt Limited and which is not 
disputed by AO. The other surrounding and documentary 
evidence is required to be judged before arriving at any 
adverse action. The action taken by the Assessing Officer on 
this ground itself indicates that the same has been made on 
presumption, assumptions and surmises. Hence the 
addition so made/by the Assessing Officer of Rs. 11,04,493 
deserves to be deleted. 

 
1.6  The assessing officer in his assessment order has observed 

that the said cash was though recorded in the cash book 
produced by the appellant during the course of assessment 
proceedings, was not recorded in the back up of hard disc 
so found during the course of search and hence the 
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explanation of the appellant that the said cash was 
belonging to Raison Infrastructure Pvt. Ltd. was rejected by 
the assessing officer. In this regard, the appellant submits 
that, as on the date of the search the books of accounts of 
Raison Infrastructure Pvt. Limited to whom this cash 
belongs, were incomplete and un-audited. Accordingly, to 
view that the cash so found from the bank locker/ 
Residential Premises has not been accounted for in. the 
books of Raison Infrastructure Pvt. Ltd., would not be 
logical and correct, since the finalization of books of account 
during that period was under progress. 

 
It is further submitted that the members collection received 
from the members of the Hari Om Villa which were yet to be 
entered in the books of accounts of the Raison 
Infrastructure Pvt Ltd. as on the date of search were duly 
recorded in the books of accounts thereafter. The appellant 
during the course of assessment proceedings also submitted 
the cash book of Raison Infrastructure Pvt. Ltd. which was 
incomplete as on the date of search as well as the reconciled 
cash book after recording the amount of members' 
collection to the assessing officer. The appellant submits 
reconciliation between both the cash books as Annexure - 
C, in view of what is stated herein above, cash found from 
the residential premises of the appellant was part of the 
total members' collection of Rs,78,27,000 ( Rs. 49,65,000 in 
A.Y. 2005-2006 and Rs. 28,62,000 for A.Y. 2006-2007) 
recorded in the books of accounts of Ralson Infrastructure 
Pvt. Ltd. and hence the assessing officer has grossly erred in 
treating the cash so found as unexplained in the hands of 
the appellant without appreciating the reconciled cash 
.book submitted by the appellant after duly recording the 
members' collection of Hari Om Villa, which were also duly 
confirmed by them. 

 
1.7 Further the Ralson Infrastructure Pvt. Limited, to whom the 

cash belongs, while filing the Return of Income for the 
assessment year 2007-08 had duly accounted for the cash 
so found from the Residential Premises and confirmed by 
the members of Hari Om Villa Scheme in its books of 
accounts. Your honour would also appreciate that the 
assessment of Ralson Infrastructure Pvt. Limited is already 
made after considering the cash so found and accounted for 
in its books of accounts. 

 



nd
it.o

r

 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 39 - 

 

In view of the above, the appellant submits that as the cash 
found from the residential premises of the 'appellant was 
the amount received as members' collection belonging to 
Ralson Infrastructure Pvt Ltd. and the said amount has 
been entered into the books of accounts of the Ralson 
Infrastructure Pvt. Ltd and has been duly considered for the 
taxation purpose in its case for the A.Y 2007-08, no further 
addition of the same cash was required to be made in case 
of the appellant as same .will result into double taxation of 
same amount in two different assessee. In this regard the 
appellant relies on decision of Ho'bie Supreme Court in case 
of LAXMIPANT S1NGHANIA VS. CIT 72 ITR 291 , wherein 
court has observed as under: 

 
From the Head Notes 
 

"It is a fundamental rule of the law of taxation that, unless 
otherwise expressly provided, income cannot be taxed twice. 
It is not open to the income-tax Officer, if income has 
accrued to the assessee and is liable to be included in the 
total income of a particular year, to ignore the accrual and 
thereafter to tax it as income of another year on the basis of 
receipt." 

 
Thus in view of the facts of the case of the appellant, it is 

submitted that the addition ' made by the assessing officer in 
case of the appellant is completely unjustified and uncalled for 
and hence the same may kindly be deleted. 

 
2. Addition on account of unexplained cash found from the Bank 
Locker no.229 of Rs.40,000 (Ground No.3) 
 
2.1 During the course of the search action carried out under 

section 132 in case of appellant, the income tax department 
had found cash amounting to Rs. 50,000 from the bank 
locker No. 229 (inadvertently mentioned as 919) maintained 
with Sardar Vallabhbhai Co-operative Bank Limited in the 
name of the appellant and his spouse. The appellant during 
the course of assessment proceedings explained to the 
assessing officer that the cash so found from the bank 
locker was out of the money saved by the appellant and its 
family from time to time. However the assessing officer while 
rejecting the said contention of the appellant presumed the 
amount of Rs.40,000 out of the cash found of Rs.50,000 to 
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be unexplained and added the same to the total income of 
the appellant.  

 
2.2 With regard to aforesaid addition, it is submitted that cash 

found from the Bank locker was out of the money saved by 
the appellant and its family from time to time. Also, 
considering the social status of the assessee as well as of 
his spouse, he had received the money on various social 
occasions from friends, relatives as well as on the occasions 
of birthdays of their children. Further the said fact was also 
explained by the appellant during the course of recording of 
the statement before the Authorised Officer on 22nd May, 
2006 vide Question No. 4, as well as to the assessing officer 
during the course of assessment proceedings. The 
submission made during the course of assessment 
proceedings is reproduced herein under for your goodselves 
kind perusal: 

 
"The saving was made on account of money received, on 
various social occasion such as birthday, anniversary as 
well as on the occasion of the birth of two children, Deep R. 
Varma and Kunal R. Varma, from various friends and 
relatives. Further having regard to the social status of the 
assessee, the said sum so received and found.is reasonable 
considering the standard of living as well as the social 
status of the assessee. Accordingly, your goodselves is 
kindly requested not to take adverse action considering the 
amount found since the same was out of the money saved 
by my wife. The said fact was also explained during the 
course of recording of the statement before the Authorised 
Officer on 22nd May, 2006 vide Question No. 4. 
Accordingly, your goodselves is kindly requested not to take 
adverse action considering the amount found since the 
same was out of the money saved by my wife" 

 
 A copy of the above statement is enclosed herewith vide 

Annexure — C for your goodselves kind perusal.  
 
2.3 Further the assessing officer order in his order has himself 

accepted that the considering the social status of the 
appellant and his family a sum of Rs. 10,000 was accepted 
as having been received on various occasions. Thus, once 
the Assessing Officer has accepted that the appellant and 
his family belongs to good social status and have received 
certain money as gifts there is no reason to believe or doubt 
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that the cash so found from the bank locker was not out of 
the money saved by the appellant and his wife over a period 
of time. Thus, it is submitted that the addition of Rs. 40,000 
is completely based on assumption, conjectures and 
surmises, and hence the same needs to be deleted.” 
 

28. Similarly, in respect of cash found and seized from the residence 

of Shri Mahesh Varma, assessee has submitted following arguments: 

 

“1. Addition on account of unexplained cash of Rs.40.000 
(Ground No.2) 
 
1.1 During the course of the search action carried out under 

section 132 in case of appellant, the income tax department 
had found cash amounting to Rs.56,750 from the 
residential premises of the appellant. The appellant during 
the course of assessment proceedings explained to the 
assessing officer that the cash so found from the residential 
premises was; out of the money saved by the appellant and 
its family from time to time. However the assessing officer 
while rejecting the said contention of the appellant 
presumed the amount of Rs.40,000 out of the cash found of 
Rs,56,750 to be unexplained and added the same to the 
total income of the appellant. 

 
1.2  With regard to aforesaid addition, it is submitted that cash 

found from the Bank locker was out of the money saved by 
the appellant and its family from time to time. Also, 
considering the social status of the assessee as well as of 
his spouse, he had received the money on various social 
occasions from friends, relatives as well as on the occasions 
of birthdays of their children. Further the said fact was also 
explained by the appellant to the assessing officer during 
the course of assessment proceedings. The submission 
made during the course of assessment proceedings is 
reproduced herein under for your goodselves kind perusal: 

 
"The cash found from the residence of Mahesh R. Varma 
and Sheetal M. Varma of Rs. 56,750 /s on account of 
money saved by Sheetal M. Varma over a period of time. The 
saving was made on account of money receipt on various 
social occasions, such as birthday, anniversary as well on 
the occasion of birth of two children from various friends 



Tax
pu

nd
it.o

rg

 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 42 - 

 

and relatives. Further, having regard to social status of 
assessee, the said sum so received and found is reasonable 
considering the standard of living as well as social status of 
the assessee. Therefore, no adverse view should be taken." 

 
1.3 Further the assessing officer order in his order has himself 

accepted that the considering the social status of the 
appellant and his family a sum of Rs.16,750 was accepted 
as having been received on various occasions. Thus, once 
the Assessing Officer has accepted that the appellant and 
his family belongs to good social status and have received 
certain money as gifts there is no reason to believe or doubt 
that the cash so found from the bank locker was not out of 
the money saved by the appellant and his wife over a period 
of time. Thus, it is submitted that the addition of Rs. 40,000 
is completely based on assumption, conjectures and 
surmises, and hence the same needs to be deleted.” 

 
29. The relevant submission of assessee in respect of cash found and 

seized from the locker of Shri Mahesh Varma is reproduced as under: 

 

“2.1 With regard to aforesaid addition, it is submitted that cash 
so found from Bank locker of the appellant, was the cash 
received from the members of the Hari Om Villa Scheme. 
The amount so received were the members' collection 
received for the purpose of various expenses such as stamp 
duty; registration fee, advocate's fee, drainage charges, 
maintenance charges, GEB power, etc. Further, the 
appellant during the course of search proceeding as well as 
in post search proceedings has categorically stated that, the 
cash found, from the residential premises pertains to the 
business of the appellant and its group and collection 
received from the members of the current-project. The said 
fact has also been recorded in the statement of the 
appellant, recorded under section 132(4) of the act on 
07/06/2006. Relevant extracts of the same are reproduced 
hereunder for your kind perusal: 

 

Question No. 3 As on date cash amounting to 
Rs. 14.99 lakhs has been found 
from Bank Locker No. 907, to 
whom said cash belongs? And in 
whose books of account the 
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same is recorded? Please exp-
lain the same. 

Answer - 3 As explained in answer No. 2 
herein above, the cash belongs 
to various individual and other 
enterprises. Further, cash has 
been received from the members 
of the ongoing Hari Om Villa 
Scheme, the details of which, 
would be submitted separately. 
The cash- balance and its 
corresponding names which 
have been mentioned in Ans - 2 
is as on 3-5-2006. The balance 
amount of Rs. 2,65,000 is 
received from the members 
towards document expenses, 
GEB expenses, share 
contribution, extra work, VAT 
and legal expenses is received 
from different members. 

 
A copy of the above statement is enclosed herewith vide 
Annexure - A for your goodselves kind perusal. 
 
2.2 It is further stated that the appellant in his statement 

recorded on 26-12-2008 before the Assessing Officer has 
also confirmed the fact that cash found from the locker of 
Mr. Ravi R. Varma as well as from Mr. Mahesh R. Varma is 
duly reflected in the books of Ralson Infrastructure Pvt. 
Limited, the extract of the same is as under: 

 

Question No. 2 During the course of search 
proceedings in your group of 
cases initiated on 10-05-2006 
cash amounting to Rs. 
14,99,000 was recovered from 
your locker at Rajkot Nagrik 
Sahkari Bank Limited. Cash 
amounting to Rs. 49,97,832 was 
recovered from locker of your 
brother Shri Ravi Varma, Cash 
amounting to Rs. 15,06,200 was 
also found at the residence of 
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Shri Ravi Varma. Mr. Ravi 
Varma in his statement recorded 
before Investigation Authority 
stated that the cash belongs to 
Ralson Infrastructure Pvt. Ltd., 
as a deposit received from 
members of their current 
running projects.  Please explain 
where the cash has been 
reflected? 

Answer - 2 The   cash has  been   reflected  
in  the books  of M/s.  Ralson 
Infrastructure Pvt. Ltd., in the 
assessment year 2006-07. 

Question - 7 The Hard Disk of Computer 
containing the books of 
accounts of ;M/s. RIPL and 
other group concerns were 
seized during the course of 
search proceedings. The working 
copy of which was operated 
before your AR: The balance 
sheet, P&L A/c, Cash Book and 
Trial Balance of RIPL were 
printed out and given to your 
AR. In the cash book the; 
amount recovered from your 
bank locker has not been 
reflected neither the amount has 
been shown in the ledger of any 
member. Please explain how the 
amount may be belonging to 
members of Ralson 
Infrastructure Pvt. Limited? 

Answer - 3 For this cash receipts were 
available in the office premises.  
The books of accounts referred 
in the question were incomplete 
on the date of the search.   
While finalizing the books ail 
these receipts were accounted 
and offered as income of RIPL.   
The list of such member with 
confirmation has been 
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submitted in the assessment 
proceedings. 

 
A copy of the above statement is enclosed herewith vide 
Annexure - B for your goodselves kind perusal. 
 
2.3 Apart from what is stated herein above, it is further 

submitted that, the appellant in his statement recorded u/s 
132(4) on 07/06/2006 as. well as in his statements 
recorded on 26/12/2008 has also sated similar facts, that 
such cash pertains to members' collection of the project. 
However the assessing officer without consideration of such 
statement and without well appreciation of the facts of the 
case of the appellant has made the impugned addition in 
case of appellant. 

 
Further it is submitted that the amount so received from 
various members was also duly confirmed by them. The 
confirmations received from various members along with 
their PAN No and other documentary evidences were 
produced before the Assessing Officer during the course of 
assessment proceedings -and the Assessing Officer has not 
even once doubted the genuineness of the money so 
received or the confirmation given by the members of the 
Had Om Villa Scheme. AO has accepted members collection 
offered to tax in Ralson Infrastructure Pvt Limited. 
 

2.4  The appellant states that it is pertinent to note that while 
making the addition of Rs.11,04,493 out of cash found of Rs 
15,06,200 in the case of Ravi R Verma, the Assessing 
Officer has indirectly accepted the contention of the 
appellant that the cash so found pertains to Ralson 
infrastructure Pvt. Limited by giving the credit of closing 
cash on hand as on 4-5-2006 of Ralson Infrastructure Pvt. 
Limited amounting to Rs. 3,76,707 and thereby making 
addition in the case of Ravi R. Verma at Rs 11,04,493 
against cash found of Rs 15,06,200 as under. 

 

No Particulars Amount (Rs.) 

1. Cash found from the 
residential premises of the 
appellant 

15,06,200 

 Less: Closing cash on hand 
as on 4-5-2006 in the case 

3,76,707 
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of the Ralson 
Infrastructure Pvt. Limited 
 
Less: Estimating available 
cash with the Ravi R. 
Verma as on the date of 
search 

 
 
 
25,000 

 Balance 11,04,493 

 
In view of this it is submitted that once it is accepted by the 
same Assessing Officer that the cash found from the 
residential premises of the appellant belong to Ralson 
Infrastructure Pvt Ltd, there is no justification in rejecting 
the said contention in case of the appellant, especially in 
view of the statement of the appellant recorded, on 
26/12/2008 whereby the appellant has categorically 
explained that cash found from his Bank Locker as well as 
cash" found from the residence and bank locker of his 
brother, Shri Ravi Verma, belongs to Ralson Infrastructure 
Pvt. Ltd. 

 
2.5 Further the assessing officer in his assessment order has 

observed that the said cash was though recorded in the 
cash book produced by the appellant during the course of 
assessment proceedings, was not recorded in the back up of 
hard disc so found during the course of search and hence 
the explanation of the appellant that the said cash was 
belonging to Ralson Infrastructure Pvt. Ltd. was rejected by 
the assessing officer. In this regard, the appellant submits 
that, as on the date of the search the books of accounts of 
Ralson Infrastructure Pvt. Limited to whom this cash 
belongs, were incomplete and un-audited. Accordingly, to 
view that the cash so found from the bank locker/ 
Residential Premises has not been .accounted for in the 
books of Ralson Infrastructure Pvt. Ltd., would not be 
logical and correct, since the finalization of books of account 
during that period was under progress. 

 
It is further submitted that the members collection received 
from the members of the Hart Om Villa which were yet to be 
entered in the books of accounts of the Ralson 
Infrastructure Pvt. Ltd. as on the date of search were duly 
recorded in the books of accounts thereafter. The appellant 
during the course of assessment proceedings also submitted 
the cash book of Ralson infrastructure Pvt. Ltd. which was 
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incomplete as on the date of search as well as the reconciled 
cash book after recording the amount of members' 
collection to the assessing officer. The appellant submits 
reconciliation between both the cash books as Annexure - 
C. In view of what is stated herein above, cash found from 
the residential premises of the appellant was part of the 
total members' collection of Rs.78,27,000 ( Rs. 49,65,000 in 
A.Y. 2005-2006 and Rs. 28,62,000 for A.Y. 2006-2007) 
recorded in the, books of accounts of Ralson Infrastructure 
Pvt. Ltd. and hence the assessing officer has grossly erred in 
treating the cash so found as unexplained in the hands of 
the appellant without appreciating the reconciled cash book 
submitted by the appellant after duly recording the 
members' collection of Hari Om Villa, which were also duly 
confirmed by them. 

 
2.6 Further the Ralson Infrastructure Pvt. Limited, to whom the 

cash belongs, while filing the Return of Income for the 
assessment year 2007-08 had duly accounted for the cash 
so found from the Residential Premises and confirmed by 
the members of Hari Om Villa Scheme in its books of 
accounts. Your honour would also appreciate that the 
assessment of Ralson Infrastructure Pvt. Limited is already 
made after considering the cash so found and accounted for 
in its books of accounts. 

 
In view of the above, the appellant submits that as the cash 
found from the residential premises of the appellant was the 
amount received as members' collection belonging to Raison 
Infrastructure Pvt Ltd. and said amount is offered to tax in 
said company as cash belongs to such company. It is stated 
that aforesaid amount has been entered into the books of 
accounts of the Ralson Infrastructure Pvt. Ltd and has been 
duly considered for the taxation purpose in its case for the 
A.Y 2007-08, no further addition of the same cash was 
required to be made in case of the appellant as same will 
result into double taxation of same amount in two different 
assessee. In this regard the appellant relies on decision of 
Ho'ble Supreme Court in case of LAXMIPANT SINGHANIA 
VS. CIT 72 ITR 291, wherein court has observed asunder:  

 
From the Head Notes 
 
"It is a fundamental rule of the law of taxation that, unless 
otherwise expressly provided, income cannot be taxed twice. 
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It is not open to the Income-tax Officer, if income has 
accrued to the assessee and is liable to be included in the 
total income of a particular year, to ignore the accrual and 
thereafter to tax it as income of another year on the basis of 
receipt." 

 
2.7 Apart from what is stated herein above, it may be 
mentioned that while making the addition of Rs. 6,13,921 out of 
the total cash found of Rs.14,99,000 the Assessing Officer has 
accepted the appellant contention as stated in his statement that 
part of the cash belongs to various individuals and enterprises of 
the group and rejected the appellant's contention that part of the 
cash belongs to Ralson Infrastructure Pvt. Limited. There is no 
reason to disbelieve the fact that the cash so found and having 
been accounted in the Raison's books is received towards the 
Hari Om Villa Scheme. The action taken by the Assessing Officer 
on this ground itself indicates that the same has been made on 
presumption, assumptions and surmises. The Assessing Officer 
in his assessment order has not brought a single evidence 
against what has been submitted by the appellant during the 
course of assessment proceedings apart from making certain 
assumptions. Hence the addition so made by the Assessing 
Officer of Rs. 6,13,921 may kindly be deleted.” 
 

30. During the course of appellate proceedings, assessee filed a copy 

of cash book of Ralson Infrastructure Pvt. Ltd. to establish that the 

amount of Rs.49,97,832/- seized from the locker of Ravi Varma and 

the cash found from the residence of Shri Ravi Varma and from the 

locker and residence of Shri Mahesh Varma represented the cash 

received from the members.  The copies of confirmations from the 

memebrs was also furnished for the first time at the appellate stage.  

Since, this was an additional evidence, Assessing Officer was asked 

to submit remand report on the submissions of assessee and the 

genuineness of cash book produced at the time of appellate 



ax
pu

rg

 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 49 - 

 

proceedings. Assessing Officer submitted his remand report, which 

for the sake convenience is reproduced as under: 

 

"Kindly refer to your office letter dated 26.05.2010 calling 
for remand report in the above mentioned cases. In this letter the 
name of cases were wrongly mentioned as Mahesh Verma, HUF 
and Ravi Verma, HUF.  
 
2. The assesses Shri Mahesh Verma & Ravi Verma belongs to 
Ralson Group. Search in this group was conducted on 
10.05.2006. M/s Raison Infrastructure Pvt. Ltd is flagship 
concern of the Group. The assesses are Directors of the company. 
 
3. In appellate proceedings, the assessee submitted 
confirmation from the parties from whom cash 
advances/payments were received for booking of properties at 
Hariorn Villa Scheme in Bopal. The copies of confirmations had 
been forwarded to this office. The remand report is asked on 
these additional evidences submitted by assessee. 
 
4. During the course of search, following cash were found with 
the assessees. 
 

Ravi Verma 
Found from his residence   - Rs. 15,06,200/- 
Found from locker no,919  
at Rajkot  
Sahakari Bank Ltd    - Rs.49,97,832/- 
Found from locker no.229 at  
Sardar Vallabhbhai Bank  - Rs.50,000/- 
 
 
Mahesh Verma  
Found from residence   - Rs. 56,750/- 
Found from locker no.907 at  
Rajkot Sahakari Bank Ltd  - Rs. 14,99,000/- 

 
The explanations of assessee regarding the sources of cash were 
asked during the course assessment proceedings.  Shri Ravi 
Verma stated that out of Rs.15,06,200/- found from his 
residence, the amount of Rs.14,50,000/- was received by him on 
09.05.2006 from Ralson Infrastructure Pvt Ltd. As regard source 
of cash found from locker no.919 at RSBL amounting to 
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Rs.49,97,832/-, it was explained that the amount was received 
by him from Ralson Infrastructure Pvt Ltd on 03.03.2006. 
 
Shri Mahesh. Verma explained that out of cash of 
Rs.14,99,000/- found in locker no.907, RSBL an amount of 
Rs.2,36,714/- + Rs.3,77,207/- was received from Ralson 
Infrastructure Pvt Ltd. The assessee explained that the amount of 
Rs.3,77,207/- was received on 03.05.2006. The date of receipt of 
Rs 2,36,714 was not explained by him. 
 
The assessee explained that the cash was received by the 
company against booking of houses in its Hariom Villa Scheme, 
which were under progress during the relevant time. The 
directors were given cash for safe keeping. The assessee 
submitted copy of cash book of Ralson Infrastructure Pvt Ltd for 
the period 01.04.2005 to the date of search in support of its 
contention. The copy of this cash book has been submitted before 
your goodself also. 
 
5. The office premise of Ralson Infrastructure Pvt Ltd. was also 
subjected to search proceedings simultaneously on 10.05.2006. 
During the course of search, hard disc containing datas and 
books of accounts of Ralson Infrastructure Pvt Ltd were seized. 
The print out of the cash books were taken in the presence of 
A.R. of assessee .during the course of assessment proceedings. 
The copy of same is enclosed herewith. It was found that the 
cash book in the hard disc seized and the cash book submitted 
by assessee during the course of assessment proceedings were 
not at all tallying. In the cash book submitted during the course 
of assessment proceedings, there are large numbers of entries of 
cash receipts against the sale of houses. The entries were not 
found in the cash book printed out from the seized hard disc. The 
explanation of assessee was asked during the course of 
assessment proceedings. He stated that till the time of search the 
audit of accounts were not done hence the accounts in the cash 
book in computer were not completed. 
 
6. The explanation of the assessee are not convincing due to 
following reasons: 
 
(i) The comparison of these two cash books shows that the 

difference is- mainly on account of entries regarding "cash 
amount received and its disbursement to directors. The 
reconciliation of the two cash books has been submitted 
before your goodself. As per the reconciliation the assessee 
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shows addition amount of Rs. 49,65,000/- as cash received 
from members during the A.Y.2006-07. Out of this amount 
of Rs. 49,97,832/- has been shown as cash in the custody 
of Ravi Varma in the same year. In the next year from 
1/4/2006 to the date of search i.e. 10/5/2006 additional 
member collection of Rs. 28,62,000/- has been shown. Out 
of this amount it is stated that cash of Rs. 14,50,000/- 
found from the residence of Ravi Varma and amount of Rs. 
3,77,207/- found from locker of Mahesh Varma were given. 
The revised closing balance as on 10/5/2006 at Rs. 
11,93,371/- has been shown. In the cash book, in the hard 
disc, no such entries have been mentioned.   The other 
entries in the two cash books are almost identical.  The 
assessee is showing cash in hand of Rs. 11,93,371/-   as on 
date of search i.e. 10/05/2006 but no such cash was found 
from the premises of company.  Therefore, the explanation 
of assessee regarding non-completion of cash book due to 
want of audit is not acceptable.  From the fact of case, it is 
quite clear that the entries regarding receipt of cash and 
handing  over of same to directors for safe-keeping are after 
thought to escape the tax liability. 

 
(ii) It is also found that in the cash book found in hard disc, the 

assessee is withdrawing cash from its bank accounts 
regularly to meet out cash expenses. Had the cash being at 
the disposal of assessee company, the same should have 
been utilized by it for its day to day purpose and need of 
withdrawing the cash from bank would not arises. 

 
(iii) It is also pertinent to mention that no receipts books or any 

other documents evidencing the receipt of such cash by the 
company had been found during the course of search. The 
search and survey were conducted at the office of company, 
its project office and residential premises of the directors. 
Had the amount been the receipts of company, the receipt 
book for the same would have been found. The non- 
availability of same is strong evidence that no such receipt 
book exists and the amount were never intended to be 
shown in the accounts of company. The assessee prepared 
the revised cash book of the company only to explain the 
source of cash found, which is nothing but a after thought 
to escape the tax liability.  

 
(iv) The copies of statement u/s. 132(4) and 131 submitted with 

their submission before your goodself are recorded quiet; 
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after the date of search i.e. 10/05/2006. By that time the 
assessee had enough time to thought about giving 
explanation and drawing the further course of action. 

 
(v)  The issue of submission of revised cash book is also 

discussed in the assessment order of Ralson Infrastructure 
Pvt. Ltd. For the A.Y.2007-08 and 2006-07. It has been held 
that the cash found with directors of the company is not 
cash of the company but it was intended to be siphoned off 
by the director for their personal benefits. The books of 
accounts and cash book prepared in this regard are held to 
be concocted and therefore the books of accounts of Ralson 
Infrastructure Pvt. Ltd., were rejected u/s.l45(3) of the 
I.TAct. 

 
(vi) The confirmation of cash payments by the members of 

HariOm Villa scheme submitted by assessee in appeal 
proceedings has no bearing on the fact of these cases.  If the 
transactions are not reflected in the books of recipient then 
it should be considered as his unaccounted income.  The 
confirmation of donors does not alter this position. 

 
7. In view of facts stated above the additions made in the 
assessment order may please be confirmed. 
 

    Yours faithfully, 
 

Encl- As above 
 (Brij Mohan Singh) 

 Asstt. Commissioner of Income-tax 
Central Circle-2(4), Ahmedabad." 

 
 

31. The above mentioned remand report of Assessing Officer was 

forwarded by the Joint Commissioner of Income Tax, Central Range -

2, with his comments as under: 

“Kindly find enclosed herewith remand report in the case of 
Shri Mahesh Ramlabhaya Verma & Shri Ravi Ramlabhaya Verma 
for A.Ys.2006-07 & 2007-08 received, from ACIT.CC-2(4), 
Ahmedabad vide letter No. ACIT/CC.2(4)/Remand Rpt./2010-ll 
dated 04,06.2010. 
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2. The assesses are Directors of M/s. Ralson Infrastructure 
Pvt. Ltd. In this group search u/s. 132 of the IT Act was carried 
out on 10/05/2006. During the course of search proceedings 
cash was found as under: 
 
Shri Ravi Verma 
From residence                                       Rs. 15,06,200/- 
Locker No.919 Rajkot Sahakari Bank -   Rs.49,97,832/- 
Locker No.229SardarVallabhbhai Bank  Rs.    50,000/- 
Shri Mahesh Verma 
From residence       Rs. 56,750/- 

Locker No.907 Rajkot Sahakari Bank     Rs. 14,99,000/- 
 

3. During course of assessment proceedings Shri Ravi Verma and 
Shri Mahesh Verma explained that the cash found from 
residence and locker was received from Ralson Infrastructure 
Pvt. Ltd. The cash was received by Ralson Infrastructure Pvt. Ltd. 
against booking of houses in HariOm Villa Scheme. The 
explanation of the assessee was not accepted by the Assessing 
Officer and the addition was made. 
 
4. The A.O. in remand report has stated that the evidences 
rely upon the assessee and the explanation of the assessee is not 
acceptable for the following reasons:  
 
(i) The perusal of the reconciliation or cash book submitted by 

assessee shows that the cash of Rs.49,65,000/- was 
received from members of the housing scheme during the 
A.Y. 2006-07. The cash of Rs.49,97,832/- was shown as 
cash in the custody of Ravi Varma in the same year. From 
1/4/2006 to the date of search i.e. 10/5/2006 collection of 
Rs.28,62,000/- has been shown received from the . 
members of scheme. Cash of Rs.14,50,000/- found from the 
residence of Ravi Varma and cash of Rs.3,77,207/- found 
from locker of Mahesh Varma has been stated to be given to 
them for safe custody out of Rs.28,62,000/-. The revised 
closing balance as on 10/5/2006 is shown at Rs.l 
1,93,371/-. In the cash book as maintained in the hard disc 
of the computer, no such entries have been mentioned. The 
other entries in the two cash books are almost identical. 
Further, the explanation of assessee regarding non-
completion of cash book due to want of audit is not 
acceptable.  
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(ii)  From the/entries in the cash book maintained in hard disc, 
it is seen that the assessee is withdrawing cash from its 
bank accounts regularly to meet out cash expenses. Had 
the cash being at the disposal of assessee company, the 
same should have been utilized by it for its day to day 
purpose and need of withdrawing the cash from bank would 
not arises. 

 
(iii)   Receipts books or any other documents showing the receipt 

of such cash by the company from the members were not 
found from the premises such as residence, business 
premises or project site, etc. during the course of search. 
The assessee prepared the revised cash book of the 
company only to explain the source of cash found, which is 
nothing but a after thought to escape the tax liability,  

 
(iv) The explanation given at the time of recording statement 

u/s. 132(4) and 131 of the Act is an after thought. 
 
(v)  In the assessment order of Ralson Infrastructure Pvt. Ltd. 

for the A.Y. 2007-08 and 2006-07, it has been held that the 
cash found with directors of the company is not cash of the 
company but it was intended to be siphoned off by the 
director for their personal benefits. The books of accounts 
and cash book prepared in this regard are held to be 
concocted and therefore the books of accounts of Ralson 
Infrastructure Pvt. Ltd., were rejected u/s. 145(3) of the IT 
Act.  

 
(vi)   The confirmation of cash payments by the members of 

HariOm Villa scheme submitted by assessee in appeal 
proceedings has no bearing on the fact of these cases. If the 
transactions are not reflected in the books of the recipient 
then it should be considered as his unaccounted income. 
The confirmation of donors does not alter this position. 

 
5. In view of the above fact, the addition made in the 
assessment order may be upheld. 
 

       Yours faithfully, 
 
     (Dr. Jayant Jhaveri) 

     Jt. Commissioner of Income-tax 
Encl: As above            Central Range-2, Ahmedabad 
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32. A copy of the remand report was given to ld. Authorized 

Representative of assessee for his comments. The ld. Authorized 

Representative submitted his comments as under. 

 

“REPLY TO REMAND REPORT 
 
1. We have received the above remand, report alongwith the 
comments dated 07.10.2010 of the Joint CIT on the said remand 
report. The issue involved in the remand report is addition made 
for cash found from the premises of the appellant and his brother 
and also the bank locker. The additions made are as under:  
 
Name    A.Y. 2006-07  A.Y. 2007-08 
Ravi Varma  49,97,832   11,44,493 

Mahesh Varma  Nil      6,53,921 

 
Please note that the cash found as above, was found from the 
following premises:- 
 
In the case of Ravi Varma 
 
Place from were found Amount  Amount       

    Seized 
From residence 15,06,200  14,50,000 
From Locker No. 
919 with Rajkot Nagarik 
Sahakari Bank 49,97,832  49,97,832 
From Locker No.229 

With Sardar Vallabhbhai 
Bank 50,000  40,000 
 
In the case of Mahesh Varma 
 
From residence 56,750  40,000 

From Locker No. 
919 with Rajkot Nagarik 
Sahakari Bank 14,99,000  
 

2. At the time of search, Shri Mahesh Varma was out of 
station. However, Shri Ravi Varrna present and in his various 
statements including preliminary statement and statement 
recorded at the time of operating bank locker by the department, 
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he had specifically explained that, the cash found from the 
residential premises the amount belongs to the business 
concerns, of the family and in respect of the on-going project. 
Please note that, at the relevant time, the only project in 
operation was that of Ralson Infrastructure Pvt. Ltd. Copies of 
such statements recorded at the time of search are enclosed, in 
his statement Ravi Varma, recorded at the time of operating bank 
locker also, gave such explanation for .cash in locker belonging 
to his company. Even Rajani Varma, his brother was also asked 
about cash found from locker of Ravi Varma on same day and .he 
also gave same explanation. In the course of recording of 
statement of Shri Mahesh Varma, when he came back, he had 
also explained the same position and also as to why the cash was 
accepted while booking of the units of project. In the assessment 
proceedings, the appellant had filed copies of confirmation of the 
respective persons from whom the amount was received in cash 
at the time of booking of units of the project being developed by 
Ralson Infrastructure Pvt. Ltd. In the appellate proceedings, we 
have furnished copies of affidavit of the respective persons and 
their PAN alongwith the reconciliation of cash balance in the 
cash book of the company and the treatment of cash found. 
 
3. In the background of the above position, remand report of 
A.O. and the comments of the Id. Joint C1T are required to be 
considered. Para 1-4 of the remand report of the Assessing 
Officer reproduced the above facts and, therefore, the appellant 
does not give any comment for the same. 
 
4. In so far as Para 5 of the remand  report is concerned, the 
Assessing Officer is of the view that during the course of search 
hard disc containing data and books of accounts of the company 
were seized and he has enclosed print out of such cash book and 
stated that the cash book with reconciliation submitted in the 
assessment proceedings by the appellant do not tally with the 
entries in the print out given by him from the hard disc. 
 

The appellant had explained before your Honour this fact that at 
the time of search, the books of account of the company, Ralson 
infrastructure Pvt Ltd. were incomplete andtnot audited. That 
entries of such receipts were recorded in cash book while 
preparing were Accordingly, it was not correct to state that the 
cash found from the locker/residential premises has not been -
accounted for in the books of Ralson Infrastructure Pvt. Ltd. 
Since, the finalization of the books of account was pending . The 
members collection so received were pending to be entered in the 
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books of accounts, of the company as on the date of search 
which were duly recorded thereafter. In the course of assessment 
proceedings, the appellant had submitted the copy ofcash book of 
the company which was incomplete on the date of search and 
reconciliation of cash book after recording the members 
collection as above, in view of the above, this comments of the 
Assessing Officer are not reasonable and there was no reason to 
consider it as unexplained cash. It may be noted that in the 
assessment of Raison infrastructure Pvt. Ltd., the return was 
based on the cash book after recording such, receipts and on 
that basis the assessment has been made wherein the receipts 
are duly recorded. 
 
5.  In first para of the remand report the Assessing Officer has 
given further comments stating that the explanation of the 
assessee are not found to be convincing for the   following 
reasons:- 
 
The Assessing Officer has stated that the difference in two cash 
book is representing mainly the entries regarding cash received 
and its custody with the directors and its reconciliation. 
However, he has stated that in the cash book, as per the hard 
disc no such entries were mentioned. He has stated that the 
appellant had shown cash on hand of Rs.11.93 lacs as on the 
date of search but no cash was found from the premises of the 
company. Therefore, the explanation regarding non completion of 
cash book was not acceptable. He has to appreciate that such 
cash balance is represented by cash found from residence/ 
lockers. 
 
6. In the second comment it is stated by the Assessing Officer 
that assessee is withdrawing .cash from the bank accounts 
regularly to meet cash expenses and if the cash had been 
available, the same should have been utilized for such payment 
and there was no need of withdrawing cash from the bank. 
 
In connection with the above observation of the Assessing Officer, 
it may be noted that out of the cash of Rs.14.99 lacs found from 
the residence of Ravi Varma, the Assessing Officer has himself 
given credit for amount of cash balance as per the cash book of 
different entities except cash balance of Ralson Infrastructure 
Pvt. Ltd amounting to Rs.3,77 lacs and Rs.2.33 lacs. Thus, the 
Assessing Officer has accepted that the cash belonging to the 
business concerns were lying with family members. Therefore, 
there was no reason for not believing the fact about the cash 
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collected on behalf of Ralson Infrastructure Pvt. Ltd lying with 
the directors. As explained earlier, before your honour, the cash 
was collected for specific reason from the members such as 
payment of stamp duty, registration fees, legal fees, drainage 
charges, maintenance charges, GEB Power supply etc. For this 
purpose, Ralson Infrastructure Pvt. Ltd will have to make 
payment in cash and hence the cash collected for such 
specific4purpose has been separately, kept in custody of 
directors and it is not to be utilized for any other purpose. 
Accordingly, the comments of the Assessing Officer that the 
Ralson Infrastructure Pvt. Ltd need not withdraw cash, if they 
were having cash in hand is totally unjustified. 
 
8. The third-comment of the A.O. is that no receipt books or 
other documents regarding receipt of such cash by the company 
had been found in the course of search. The nonavailability of the 
same is considered by him to be an evidence to state that the 
amount received were never intended to be shown in the books of 
the company. He has stated that the revised cash book of the 
company is only to explain the source of cash found and it is 
after thought. As explained in earlier submissions, at the time of 
search itself, the directors had explained that cash found from 
them was receipts of company and that it was thus duly recorded 
in cash book of the company as explained before your honour. 
Thus, the non-availability of the receipt book is not relevant for 
the issue, particularly when at the time of search itself it was 
explained that it was receipt from members of the company. In 
any case, in the case of the company the return was filed based 
on the cash book which recorded the cash receipts as above and 
the assessment is made on the basis of such return. There is 
thus no reason for the comment of the A.O. as above. 
 
9. In comment No.4 the A.O. has stated about the statement 
u/s.132(4) and stated that the submissions of the appellant are 
silent about the statement recorded on the date of search i.e. 10-
5-2006 and he has stated that statements referred to before your 
honour are recorded after the date of search and by that time the 
appellant had enough time to give explanation. 
 
In this connection, it is submitted that at the time of search Shri 
Mahesh Varma was out of station. Shri Ravi Varma had in his 
statement dated 10-5-2006, which was the preliminary 
statement, in reply to question No. 7 stated that at his residence 
he was having cash of about Rs.14 to 15 lakh and thereafter in 
question No.9 he had stated that such cash belongs to different 
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concerns and receipts of ongoing scheme for which the amount 
was received by way of deposit. This explanation shows that he 
had specifically stated that the cash found at the residence 
represents cash balance of different concerns and also cash 
received by way of deposits from the members of ongoing scheme. 
It may be noted that at the time of search only the scheme which 
was ongoing was that of Ralson Infrastructure Pvt.Ltd. Thus this 
comment of the A.O. are totally unjustified 
 
 

10. The comment No.5 is already referred to by the explanation 
given earlier. 
 
 

11. As regards comment no.6 of the Assessing Officer, when he 
himself submitted that the members have confirmed the payment 
of cash in their affidavits, it is not correct to say that it has no 
bearing on the facts. He could have made enquiries with the 
respective members whose names, addresses and PAN are also 
submitted in their affidavits, it is not confirmation by the donor 
of cash but it is confirmation about booking amount given by the 
respective persons. Therefore, comment No.6 is totally incorrect. 
 
12. The Ld. Joint CIT has reproduced the same comments in 
his letter before your Honour and, therefore, further explanation 
is not required for the same. 

 
 

33. CIT(A) having considered the submissions of assessee, 

remand report of Assessing Officer and rebuttal of same and also 

examined the cash books which was generated from the backup of 

the computer data at the time of search.  CIT(A) found relevant to 

examine the members contributions received by the company 

Ralson infrastructure Pvt. Ltd during financial year 2005 - 2006 and 

financial year 2006 - 2007 up to the date of search.  The details of 

contributions shown from the members by Ralson infrastructure 

Pvt. Ltd. is reproduced as under: 



Tax
pu

nd
it.o

rg

 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 60 - 

 

RALSONS 
INFRASTRUCTURE 
PVT LTD 

(Details on or 
before 
10/5/2006) 

      

MEMBERS NAME PAN NO.  AMOUNT 
RECEIVED 

  TOTAL  SALE 

  CHEQ DATE CASH DATE  AMOUNT VALUE 

HARESH 
SHANTILAL 
BOSMIYA 

ACAPB3904G   100000 20/12/2005 100000 1100000 

        

HAROLD MICHEL 
FRANK/ JENET H. 
FRANK 

AAAPF8253G 50000 26/4/2006 320000 1/5/2006 370000 1450000 

        

MRUGESH M 
RAJGURU/ 
MAHESH C. 
RAJGURU 

AGNPR3406J   100000 5/4/2006   

    150000 29/4/2006 250000 1300000 

        

ASHWIN 
GORDHANBHAI 
PATEL 

AGEPP1410F 300000 13/3/2006 100000 4/2/2006   

    100000 27/2/2006 500000 1000000 

        

UDAY 
BHARATBHAI 
PATEL 

AKSPP7870M   50000 28/2/2006 50000 1300000 

        

ANILKUTT SHUKLA 
& VINAY KUMAR 
SUKLA 

AHHPS5792D   50000 7/12/2005   

    50000 18/1/2005   

    50000 24/2/2006 150000 1500000 

        

VARUNKUMAR 

JITENDRASINGH 

BKSPS8134A   80000 30/4/2006 80000 1400000 

        

HETAL G. 
SOLANKI 

ARPPS4450E   50000 19/10/2005   

    50000 22/12/2005   

    95000 28/2/2006 200000 1435000 

        

PUSHPENDRASINH 
J RATHOD 

AETPR1539N   200000 31/10/2005 200000 1605000 

        

ASHISH & 
ARADHANA 
SHRIVASTAV 

AOAPS0789N   35000 22/11/2005   

    50000 15/12/2005   

    40000 27/1/2006   

    25000 21/12/2005 150000 1625000 

        

GUNVANTLAL 
RATILAL & 
PRAVINA G. 
PAREKH 

ADMPP1284E   75000 24/12/2005   

    75000 5/1/2006   

    50000 15/2/2006 200000 1325000 

RAJESH RATILAL 
& SHEETAL R. 
SHARMA 

ANYPS7080B   75000 28/12/2005   

    75000 23/1/2006   

    50000 18/2/2006 200000 1325000 

        

PRAKASH 
PURSHOTAMDAS 
SONI 

ADZPS8275K   50000 20/2/2006 100000 1300000 
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JYOTIBEN OZA AAGPO2473F   50000 29/3/2006 50000 1000000 

        

HEMANT VAIDHYA AADHV3071K   50000 30/1/2006   

    50000 28/2/2006 100000 1500000 

RAJESH VRAJLAL 
CHOUHAN 

AFCPC9230K   50000 16/1/2006   

    30000 16/2/2006   

    20000 18/3/2006 100000 1430000 

DALSUKHBHAI 
LALJIBHAI 
KALSARA 

AARPK1062B   35000 17/10/2005   

    35000 7/11/2005   

    35000 8/12/2005   

    35000 16/1/2006   

    35000 21/2/2006 175000 1100000 

        

JITENDRA 
VILLECHA 

ACCPV5734C   30000 18/1/2006   

    20000 23/1/2006   

    50000 23/2/2006 100000 1450000 

K. SAIPRAKASH & 
SHELA 
SAIPRAKASH 

AJOPK68795   35000 15/11/2006   

    35000 23/12/2005   

    35000 3/1/2006   

    45000 25/2/2006 150000 1520000 

        

MEHUL 
PRAVINCHANDRA 
MEHTA 

ACZPM2037Q   135000 12/4/2006 135000 1415000 

        

ASHISH T 
ACHARYA 

AFRPA5483R   60000 12/12/2005   

    55000 17/2/2006 115000 1515000 

        

VINAY KUMAR 
ROY & NITU ROY 

AMWPR1087Q   100000 29/7/2005   

    50000 8/8/2005 150000 1500000 

        

PRITA PILLAI W/O 
SURESHKUMAR 
PILLAI 

ANFPP6605A   75000 3/1/2006   

    75000 9/2/2006 150000 1315000 

        

MIMIXA 
ANKITKUMAR 
DESAI 

   125000 6/2/2006 125000 1315000 

        

NEHA 
HARJIVANDAS 
PANDYA & KINNAR 
S. DESAI 

AMTPP7062L   50000 30/12/2005   

    50000 27/1/2006   

    50000 24/2/2006 150000 1460000 

        

DIPTI 
BHAGVATRAY 
BHATT 

   50000 20/12/2005   

    40000 27/4/2006 90000 1360000 

        

ASHISH JITENDRA 
PANDYA & JULIE 
ASHISH PANDYA 

ADMPP3309G 474000 3/4/2006 140000 14/2/2006   

  50000 6/4/2006     

  75000 13/4/2006   739000 1425000 
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SHARBIL D 
KHAMAR 

AHWPK1944L   80000 28/2/2006 80000 1400000 

        

DR. PRAVIN J. 
SADRANI & DR. 
PRATIMA P. 
SADRANI 

 50000 27/3/2006 300000 20/4/2006 350000 1200000 

        

JITEN R. 
BHALGHAMA & 
ANJALI J. 
BHALBHAMA 

AESPB61545   50000 18/2/2006 50000 1550000 

        

KAUSHAL 
KIRITBHAI PATEL 

AIAPP5136E   51000 1/4/2006   

    300000 16/4/2006 351000 1400000 

RAMESH KUMAR 
VITHALBHAI 
TRIVEDI 

ADBPT7608M   25000 28/11/2005   

    25000 24/12/2005   

    25000 23/1/2006   

    25000 27/2/2006 100000 1500000 

        

SAMRITI GARG 
S/O JAIPAL GARG 
& DIMPAL GARG 

ADZEG9909L   50000 28/2/2006 50000 1550000 

 AGLPG5837G       

        

JACKSON 
JASHWANT PATEL 

ANZPP9920G   50000 29/4/2006 50000 1300000 

        

PRATIMA P. 
SADRANI & DR. 
PRAVIN J. 
SADRANI  

 50000 27/3/2006 300000 20/4/2006 300000 1200000 

        

VIKASH 
OMPRAKASH 
GUPTA 

AGCOG8556L   35000 28/3/2006   

    125000 27/4/2006 160000 1560000 

        

MONIKA K. VERMA 
/ KAMALNAYAN A. 
VERMA 

AAZPV0686N 100000 15/4/2006 105000 8/5/2006 205000 1430000 

        

GOPAL DAS R. 
KOTHAI & DIPTI 
KOTAI 

 65000 27/2/2006 200000 24/2/2006   

  58500 27/2/2006   323500 1225000 

        

A.N. RAO    146000 24/4/2006 146000 1430000 

        

NIRAV 
NANDUBHAI 
PATEL & 
NARMADA N. 
PATEL 

AOAPP5273N   125000 28/2/2006 125000 1300000 

        

D. N. RAO & 
UMADEVI 

 10000 1/5/2006 100000 23/9/2005   

    50000 28/10/2005 160000 1580000 

        

SHAILESH KUMAR 
S. DAVE & KHYATI 
DAVE 

 82000 5/5/2006 150000 4/5/2006 232000 1600000 

        

MOHADEV AAIPW3491R   250000 17/4/2006 250000 1250000 
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TOLARAM 
WAGHWANI 

        

DR ROHIT ALHPK7679K   75000 9/12/2005   

        

PRADHAN 
AMARNATH JHA 

       

    75000 19/1/2006   

    50000 21/2/2006 200000 1400000 

        

VINOD R PATEL & 
DAXA PATEL 

AEIPP8827L   50000 5/10/2005   

 APZPP0920Q   30000 3/11/2005   

    30000 30/12/2005   

    25000 31/1/2006 135000 1300000 

        

MANISH A 
SILAJIYA 

AEJPS5335K   50000 25/2/2006 50000 1275000 

        

PUSHKAR 
HARIDUTT BHATT 

 51000 18/4/2006 65000 23/3/2006   

  50000 8/5/2006 60000 29/4/2006 226000 1430000 

        

DR. RAKESH 
RANJAN 

ADNPR2081G   150000 2/3/2006   

    20000 17/4/2006 170000 1600000 

        

NAVNEET R 
PANCHAL & 
MUKTA PANCHAL 

ABYPP6479K 236250 13/2/2006 200000 9/12/2005   

  236250 23/3/2006 85000 16/12/2005 810000 1225000 

        

GIRDHARLAL 
JIVTAJBHAI 
ADROJA 

ABXPA4342H   50000 16/9/2005   

    15000 17/1/2006 65000 1235000 

        

BHOJARAJ 
DEEPCHAND 
DASANI & SWATI 
DASANI 

   40000 12/1/2006   

    30000 25/2/2006 70000 1300000 

        

PANKAJBHAI D 
DESAI 

    50000 27/2/2006 50000 

1360000        

    7797000    

 

 

34. On the perusal of the seized cash book, it was noticed by 

CIT(A) that the said cash book has been written up to 4/5/2006.  As 

per this, the closing balance cash as on 4/5/2006 and 1/5/2006 

was shown at Rs. Rs.3,76,707/- and Rs.3,77,207/- respectively. As 

on 31/3/2006 the closing cash balance was shown at Rs.2,06,563/-

. CIT(A) observed that the cash balance as per this cash book as on 
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the date of last operation of the locker number 919 from where the 

said cash of Rs.49,97,832/- was seized. As per said cash book,  the 

closing cash balance as on  1/3/2006 was shown at Rs.6,41,021/-. 

There was no transaction of cash on 2/3/2006 and 3/3/2006. On 

4/3/2006, Ralson infrastructure Pvt. Ltd has withdrawn Rs.25,000 

from the bank. The contention of the assessee that the cash book 

was incomplete was therefore not found to be correct.  He observed 

that transactions upto 4/5/2006 had been mentioned in this cash 

book. The said cash book has not been written for five days, that is, 

from 5/5/2006 to the date of search on 10/5/2006. The benefit of 

not entering the transactions in the cash book could at best be given 

to the appellant only for this period, that is, from 5/5/2006 to 

10/5/2006. Before this date all the transactions of cash are 

appearing in this cash book. Therefore, CIT(A) did not agree with the 

contention of the appellant that the seized cash book which has 

been generated from the computer data of the appellant at the time 

of search were incomplete. But the transactions referred to in the 

new cash book prepared by the appellant after the date of search 

was for the prior period as well. The only difference between the 

seized cash book and the new cash book prepared by the appellant 

after the date of search in the case of Ralson infrastructure Pvt. Ltd 

was that of the cash entries shown in the name of the various 

members of scheme Hariom Villa.  Except  for  this, there  was   no        
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significant change in the old cash book which has been generated 

from the back up data of the hard disk taken at the time of search 

and the new cash book prepared by the appellant after the date of 

search.  CIT(A) observed that the transactions of cash receipt have 

been incorporated by assessee in the cash book only after the date 

of search. In other words, the entry of cash receipts from its 

members was not accounted for in the books of assessee of Ralson 

Infrastructure Pvt Ltd. Even though the confirmations from 

members had been filed by assessee during the appellate stage, it 

did not establish that the cash amount received from the members 

had been accounted for in the books of accounts by Ralson 

Infrastructure Pvt. Ltd. It was clear that none of the entry of cash 

receipts from the members was accounted for in the books of the 

company.  According to CIT(A), assessee has relied upon the 

statements of Shri Ravi Verma recorded at the time of search on 

10/5/2006 and the statement of his brother Shri Mahesh Varma 

recorded at the time of operation of the locker on 7/6/2006. It was 

found relevant to reproduce the statement of Shri Mahesh Varma 

recorded at the time of operation of the locker on 7/6/2006. 

 

 
 



Tax
p

dit
.or

g

 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 66 - 

 

“Q.l  Give your introduction. 
A.1 My name is Maheshbhai Ramlabhaya Verma, Age- 45 

years, Residing at A-101, Hariom Tower, Law Garden, 
Panchvati Road, Ahmedabad. Education:- S.Y.B.Com. I 
am Chairman-cum-Director in Ralson infrastructure 
Pvt. Ltd. Further, 1 am also the Proprietor of a firm 
known as Shilpagya. Ralson Infrastructure Pvt, Ltd. is 
doing the business of construction whereas Shilpagya 
firm is a retail showroom of Handicrafts.  

 
Q.2  In your locker No. 907 of Rajkot Nagarik Sahakari 

Bank Ltd., what have you kept and of whose 
ownership it belongs to ?                              

 
A.2 In locker No. 907 of Rajkot Nagarik Sahakari Bank 

Ltd., Ahmedabad, there is a cash of about Rs.12.00 
lacs. This cash belongs to my various businesses, the 
details of which are as under:- 

 
1] Hariom Finstock Ltd. [Managing Director]        Rs. 49,000/- 
2] Harom Associates [Partner] -     Rs. 2,83,000/- 
3] Harom Sarjak [Partner]      Rs. 1,46,000/- 
4]  Ralson Infrastructure Pvt. Ltd. [Director]   Rs. 3,76,000/- 
5]  Mahesh Varma [Indl.]      Rs. 1,64,000/- 
6]  Mahesh Varma [H.U.F.]      Rs.  97,000/- 
7] Srat. Shital Mahesh [Bharati M.]    Rs. 69,000/- 
8]  Shilpagya [Properties.] [approxi.] '      Rs. 50,000/- 
         ----------------- 

TOTAL .                         Rs.12,34,000/- 

 
The above amount is cash balance of various Companies 
and Firms as on 3-5-2006. 

 
Q.3 Today on opening your locker No. 907, cash of ,Rs! 

14,99,000/- is found from it. To whom this cash 
belongs to and please give information whether this 
cash is shown in any books of accounts?  

 
A.3 The cash which as stated by me in my answer to 

question No-. 2 hereinabove, is the cash received from 
the Members of my on-going present scheme 'Hariom 
Villa', the details of which I will disclose hereinafter. 
The above amount which is the cash balance of 
various Companies and firms as shown in answer to 
Question No. 2 hereinabove, is the cash balance as on 
3-5-2005. The rest of the amount of Rs. 2,65,000/- 
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[Rs. two lacs sixty five thousand only] is taken by me 
from the Members of my on-going scheme, towards 
documentation charges, G.E.B. expenses, Drainage 
contribution, Share contribution, Extra work charges 
and VAT and legal expenses. Receipts towards these 
amounts are to be prepared by -crediting them to the 
respective Members on settlement of their accounts. » 

 
Q.4 Do you have any evidence in support of your statement 

that you have shown these amounts in your books of 
accounts ? And why have you kept these amounts in 
locker ? I 

 
A.5 In support of my statement to the effect that these 

amounts are of the Companies and firms, I produce 
herewith statements from cash-book upto 3-5-2006. 
The cash balance as per the same is as under:- 

 
             Rs. 
1] Ralson Infrastructure P. Ltd   3,77,207/- 
2] Hariom Sarjak      1,46,165/- 
3] Hariom Associates     4,84,158/- 
4] Hariom Finstock     1,21,260/- 
5] Mahesh R. Varma [Indl.]   1,66,972/- 
6] Mahesh R. Varma [HUF]   97,335/- 
7] Shital M. Varma    69,169/- 
        ----------- 
        12,62,286 
 
Over and above these, I will later on produce the evidence 
for Rs. 60,0007- shown in the cash book of Shilpagya 
[Proprietory]. Since 1 was going outside India, 1 had kept 
these amounts in Bank locker. 
 
Q.6 Besides the above, do you want to say anything else ? 
 
A.6  As per the details given in the answer to question No. 
4, I have given evidence from my cash book and these 
evidences have been verified by you and you have received 
the statements and though this cash is now being tallied 
with the cash book statements, and though you had stated 
that after seeing the evidences, you will release the cash but 
now even after seeing the evidence, you are refusing to give 
back the cash and you are not allowing to me to talk to your 
superiors and though you had stated that if I show the 
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evidences, you will not take away the cash, but inspite of 
the same, you are not giving back the cash which is very 
much unfortunate. Hence, it is my humble request that you 
kindly talk to your senior superior and kindly return this 
cash to me, because I have produced enough evidence for 
the same but inspite of the same, you are taking away this 
cash with you. Hence, considering this request, kindly 
return the cash to me.  
 

35. In other words, Shri Mahesh Varma also confirmed during the 

course of his statement that the cash balance in the books of Ralson 

infrastructure Pvt. Ltd is only Rs.3,77,207/-.  This is the cash 

balance which is appearing on 3/5/2006 as per cash book generated 

from the seized backup data of the hard disk. This clearly shows that 

the new cash book of Ralson infrastructure Pvt Ltd is prepared by the 

assessee only to cover up the explanation of cash found from the 

residence and the lockers of Shri Ravi Verma and Mahesh Varma. 

 
36. The statement of Shri Ravi Verma was recorded on the date of 

search on 10/5/2006. The relevant portion of his statement is 

reproduced as under: 

Q.7 Presently in your house, there is how much cash and how 
much jewelry?  

 
A.7 As on today in my house, there might be a cash of about 14 

to 15 lacs, exactly how much, I do not know and there 
might jewelry of about 5 tolas. 

 
Q.8 Please give the details of you bank accounts. 
 
A.8 I have bank accounts in my name as below:- 
 1. Account with Rajkot Nagrik Sahakari Bank Ltd. 
 2. Development Credit Bank, Navrangpura Branch, 

Ahmedabad 
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Q.9 In reply to Question No.7 you have stated that as on today, 

in our house there might be a cash of about 14 to 15 lacs 
and gold ornament of about 5 tolas.  Hence, please state 
whose cash is it.  Further, also state whether have you put 
cash or ornaments at any other place? Please reply in detail 
with evidence. 

 
A.9 This cash is of our different firms and it consists of deposit 

amount taken from the Members of out on-going schemes.  
We have not put our cash amount at any other place 
whereas the ornaments are lying in locker at Sardar 
Vallabhbhai Patel Coop. Bank Ltd. 
 
 

37. In other words, Shri Ravi Verma had stated at the time of search 

that the cash of approximately Rs. 14 to 15 Lacs would be available 

in his house which belongs to different firms. Nowhere in this 

statement he had stated that he has kept the cash in the locker at 

Sardar Vallbhbhai Patel Coop. Bank Ltd also, which belongs to 

Ralson Infrastructure Pvt. Ltd.. In fact, Shri Ravi Verma has stated 

that in the locker only ornaments are lying. All other statements are 

recorded after 10/5/2006, that is, after the date of search, therefore, 

not much of weightage can be given to such statements. In fact, the 

Assessing Officer  has given the credit of cash balance as per the 

books of accounts of various entities as stated by him in his 

statement.    

 

38. Another important point in this case is that Ralson 

Infrastructure Pvt Ltd. had been claiming deduction under section 80 

IB of the Income-tax Act from assessment year 2006-2007 onwards. 
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In other words, the whole income of Ralson Infrastructure Pvt. Ltd. 

from its construction activity has been claimed as deduction under 

section 80 IB of the Income-tax Act. Had the amount of seizure of 

cash from the lockers   and   from   the  residence  of the  assessees   

belonged  to Ralson Infrastructure Pvt. Ltd., then  this amount would 

have also been accounted for in the books of Ralson  Infrastructure 

Pvt. Ltd, as it Is eligible for deduction under section 80 IB of the 

Income-tax Act.  No prudent business person will not account for the 

receipt of cash in his books of accounts, if he is otherwise, eligible for 

deduction in respect of such receipts. Therefore, CIT(A) agreed with 

the Assessing Officer that the cash seized from the locker does not 

belong to Ralson infrastructure Pvt. Ltd. 

 
39. On the perusal of the chart showing the receipt of cheque and 

from the members by Ralson infrastructure Pvt. Ltd, CIT(A) observed 

that the cash amount has been received prior to the booking of the 

bungalow.  In most of the cases, the cash received from the members 

was shown prior to the date of cheque received from them.  No 

member would pay cash against the expenses in the form of 

documentation charges, G.E.B. expenses, drainage contribution, 

Share contribution, Extra work charges and VAT and legal expenses 

etc. as mentioned in their confirmation letter unless they have 

booked a house by paying some cheque amount to Ralson 
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infrastructure Pvt Ltd.  In fact, the above mentioned type of expenses 

are paid at the time of registration in the name of the buyer and not 

before the booking was made by the buyer. Therefore, CIT(A) was not 

inclined to accept the story of the appellant that the seized cash from 

locker and residence represent the contributions received from the 

members by Ralson infrastructure Pvt. Ltd.  

 
40. In view of the above mentioned facts, CIT(A) held that the cash 

found from the lockers and  from the residence of the assessees did 

not belong to Ralson Infrastructure Pvt. Ltd. but represent the 

unaccounted income of the appellants. The addition of 

Rs.49,97,832/- found and seized from the locker of Shri Ravi Verma 

in assessment year 2006-07 was upheld. 

 
41. Similarly, the addition of Rs.l 1,04,493/- being unexplained cash 

found from the residence of Shri Ravi Varma stated to be belonging to 

Ralson Infrastructure Pvt. Ltd was hereby confirmed. The Assessing 

Officer has also made addition of Rs.40,000/- out of the cash of 

Rs.50,000/- found from the locker of Shri Ravi Varma at Sardar 

Vallabhbhai Patel co-operative Bank Ltd. It was stated by assessee 

that this amount represents accumulated savings of his wife from the 

gifts received on various social occasions. However the Assessing 

Officer held that the receipts of gift were never one-sided because at 

the same time the assessee had also to give gifts to relatives and 
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friends. On this ground, he treated the amount of Rs.l0,000/- only as 

explained and made addition of the balance amount of Rs.40,000/-.  

CIT(A) looking at the status of assessee held that the amount of 

Rs.50,000/- could be accepted as the past savings of the family of the 

appellant. The addition of Rs.40,000/- made by the Assessing Officer 

on this ground was therefore directed to be deleted. 

 
42.  In the case of Mahesh Varma, the explanation of cash of 

Rs.14.99 Lacs seized from his locker was given before the Assessing 

Officer. As per this, the said cash belong to Hariom Finstock Ltd, 

Hariom associates, Hariom Sarjak, Mahesh R Varma, Mahesh R 

Varma HUF, Sheetal M Varma and Ralson Infrastructure Pvt. Ltd. as 

under: 

Names Amount (Rs.) 

Hariom Finstock Limited 121260 

Hariom Associates 284158 

Hariom Sarjak 146165 

Ralson Infrastructure Pvt 
Limited 

377207 
 

Mahesh R. Varma 166972 

Mahesh R. Varma, HUF 97355 

Smt. Shital M Varma 69169 

Ralson Infrastructure Pvt 
Limited 

236774 
 

Total. 1499000 

 
Beside this, cash of Rs.56,750/- was also found from residence.  Out 

of this, Assessing Officer treated Rs.40,000/- as unexplained and 

made addition thereof.  Assessing Officer has accepted the cash 
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balance of all the concerns except for Ralson Infrastructure Pvt Ltd.  

According to him, the amount of Rs.3,77,207/- and Rs.2,36,714/- 

shown as received from Ralson Infrastructure Pvt. Ltd was not 

appearing in the books of Ralson Infrastructure Pvt. Ltd as given to 

the appellant on 3/5/2006. Further, the Assessing Officer had given 

the credit of Rs.3,76,707/- being the cash balance of Ralson 

ifrastructure Pvt. Ltd as on 4/5/2006 in the hands of Ravi Verma in 

assessment year 2007-2008 by treating the cash to the extent of 

Rs.3,76,707/- as explained leash in the case of Ravi Varma. Out of 

the cash of Rs.15,06,200/- found from the residence of Shri Ravi 

Varma, the Assessing Officer made additions of cash of 

Rs.11,04,493/- after accepting the cash balance of Rs.3,76,707/- of 

Ralson infrastructure Pvt. Ltd as on 4/5/2006 and the credit of 

Rs.25,000/- being the savings of Shri Ravi Varma, who had shown 

cash balance as on 31/3/2006 of only Rs.2,880/-.  Since the credit 

of cash balance of Ralson Infrastructure Pvt. Ltd. as appearing in the 

seized cash book had already been given in the case of the brother of 

the assessee, the double credit of the same amount could not be 

again given to the assessee, Shri Mahesh Varma.  In other words, the 

Assessing Officer had given the-credit of the cash balances of the firm 

and companies of the assessee group as per respective cash books 

either in the hands of the appellant Shri Ravi Varma or Mahesh 

Varma. Similarly, the addition of Rs.40,000/- made on account of 
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cash found at the residence of the appellant was confirmed on the 

ground that the benefit of the savings in the form of cash balance 

available with the appellant Rs.1,66,972/- and his wife Rs.69,169/-

has already been given while explaining the source of the cash of 

Rs.14.99 Lacs found and seized from his locker. In short, the 

addition of Rs.6,13,921/- and Rs.40,000/- made on account of cash 

found from the locker and the residence respectively of the appellant 

Shri Mahesh Varma was confirmed.   

 
43. In other words, all the additions made by the Assessing Officer 

were confirmed except for the addition of Rs. 40,000 made in the case 

of Ravi Verma in assessment year 2007-2008.  In short, appeal of 

Shri Ravi Verma for assessment year 2006-2007 was dismissed and 

the appeal for assessment year 2007-2008 was partly allowed. The 

appeal of Shri Mahesh Varma for assessment year 2007-2008 was 

dismissed. 

 
 
44. In  IT(SS)A No.194/Ahd/2011 (Ralson Infrastructure Pvt. Ltd.), 

as regards the ground No.1, 5, 6 and 7 (issue of validity of 

assessment order), the same has been adjudicated by CIT(A) in the 

appellate order dated 1/12/2010 passed in the case of Rajni Varma, 

Mahesh Varma and the three HUFs against the appellant. Since the 
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facts of this case are identically similar to the facts of that case, these 

grounds are decided against the appellant.  

 
45. The next ground of appeal is regarding not treating the cash 

found from the locker and residential premises of Ravi Varma as 

belonging to the appellant. This issue has also been discussed by 

CIT(A) in detail in its appellate order dated 2/12/2010 passed in the 

case of Ravi Varma (AY 2006-07 and 2007 -08) and Mahesh Varma (A 

Y 2007-08) wherein it has been held by him that the cash found from 

the locker and residential premises of Shri Ravi Varma and Mahesh 

Varma represent their unaccounted income and not the income of 

the appellant i.e. Ralson Infrastructure Pvt. Ltd. In other words, the 

cash found in the case of Ravi Varma and Mahesh Varma was treated 

as their unexplained income and not the income of Ralson 

Infrastructure Pvt. Ltd. This ground was also decided against the 

appellant.   

 

46. The next ground of appeal is regarding the rejection of the books 

of. accounts under section 145 (3) of the Income-tax Act. It has been 

held by CIT(A) in its appellate order dated 1/12/2010 passed in the 

case of Rajni Varma, Mahesh Varma and the three HUFs that the 

cash book prepared by the appellant after the date of search was not 

genuine but the same has been prepared in order to explain the 
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seized cash from the lockers and residential premises of Shri Ravi 

Varma and Mahesh Varma. Since the books of accounts of the 

appellant has been prepared on the basis of this cash book, CIT(A) 

held that the Assessing Officer was justified in rejecting the same 

under section 145 (3) of the Income-tax Act.  

 
47. In other words, the total cash seized at the time of search 

amounting to Rs.77,97,000/- has been shown as sales by the 

appellant in 3 assessment years namely, Rs.31.66 Lacs in 

assessment year 2007-2008, Rs.27.31 Lacs in assessment year 2008-

2009 and Rs.19 Lacs in assessment year 2009-2010. The stand of  

Authorized Representative was that on the one hand, the Assessing 

Officer has held that the seized cash does not belong to Ralson 

Infrastructure Pvt. Ltd. on the other hand, he has considered the 

income of sales on account of seized cash. In other words, the seized 

cash has been considered by the Assessing Officer as the income of 

not only Ravi Varma and Mahesh Varma but also of Ralson 

Infrastructure Pvt. Ltd. thereby making double additions. This 

contention of the Authorized Representative was found acceptable by 

the CIT(A).  Since in the case of Ravi Varma and Mahesh Varma, 

CIT(A) held that the seized cash represent their unaccounted income, 

the Assessing Officer is directed to delete the same in the hands of 

Ralson Infrastructure Pvt. Ltd.  Further, it was contended by the 
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Authorized Representative that the assessee has claimed the 

deduction u/s.80IB on the basis of percentage completion method 

and not on the basis of actual slaes of the bungalows.  The working 

of the deduction u/s.80IB has been furnished.  From the working, it 

was observed that assessee has shown income for the purpose of 

deduction u/s.80IB of the Act on the basis of percentage completion 

method (by taking approximately 12.5% of the closing work in 

progress at the end of each financial year plus the sales of 

bungalow’s affected during that year) in different assessment years.  

 
48. From the above, it is seen that in assessment year 2006-2007 no 

bungalow was sold by the appellant. However, during the year total 

sales of Rs.13,93,591/- has been shown. If there is no sale of any 

bungalow in assessment year 2006-2007, then what does the 

amount of Rs. 13,93,591/- represent. In this regard, the stand of 

assessee has been that it had incurred total expenditure of Rs. 12.80 

Lacs towards land development expenses being in the nature of land 

levelling on behalf of Karn Association, a NIC for whom the appellant 

was stated to have done development work. Against this, the 

appellant charged Rs. 13,93,591/- from Karn Association as its 

income. In other words, the income of Rs.13,93,591/- represent the 

income on account of land levelling expenses incurred by the 

appellant on behalf of Karn Association. It may be mentioned that for 
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the purpose of deduction under section 80IB, the appellant has taken 

this income as eligible income. However, this amount does not 

represent the income from the housing project, that is, the sale of 

bungalows. In other words, this amount is not eligible for deduction 

under section 80IB of the Income-tax Act and the same should have 

been reduced from the total income for the purpose of deduction 

under section 80 IB of the Income-tax Act.  Similarly, it was noticed 

that the average sale rate of bungalow has increased by 1 50% from 

assessment year 2009-2010 to assessment year 2010-11. The 

average sale rate of bungalow in assessment year 2009-10 is 

approximately Rs.12.24 Lacs whereas in assessment year 2009-10 it 

is shown at Rs.30.42 Lacs. The Assessing Officer was directed to 

verify whether in the sales shown by the appellant, other incomes not 

relating to construction activity of the appellant were included or not. 

He was directed to restrict the claim of deduction under section 80IB, 

if allowable, only in respect of the income from housing project of the 

appellant. If any income which is not derived from the housing 

project is also included by. the appellant in the total sales, then, he 

would exclude such income for the purpose of deduction under 

section 80 IB of the Act.  

 
49. Further, it was seen that even though in assessment year 2009-

2010 and 2010-2011, 40 units and 5 units respectively have been 
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sold by the appellant, still loss of Rs.35,75,322/- and Rs.3,49,775/- 

respectively has been shown by following the method of percentage 

completion method.  On the other hand, the profit before depreciation 

and tax has been shown at Rs.7.72 Lacs, Rs.58.82 Lacs, Rs.51.20 

Lacs, Rs.8.81 Lacs and Rs.54.46 Lacs respectively from assessment 

year 2006-2007 to assessment years 2010-2011. In the opinion of 

CIT(A), the method followed by the appellant did not give the correct 

picture of the profits because on the one hand-on the sale of 29 

bungalows the profit is shown at more than Rs.51 Lacs in 

assessment year 2007-2008 and assessment year 2008-2009, on the 

other hand, the profit of only Rs.8.81 Lacs was shown on the sale of 

40 bungalows in assessment year 2009-20,10 and profit of Rs.54.46 

Lacs was shown on the sale of only five bungalows in assessment 

year 2010-2011.  For the purpose of claiming deduction under 

section 80IB, the appellant had shown the income on the basis of 

seized cash only in that year in which the bungalow has been finally 

sold to the member.  Moreover, as could be seen, the net profit before 

taxation ratio to the sales is varying between 1.39% to 54.1% as was 

evident from the below mentioned table: 

A.Y. 
 

2006-07 
 

2007-08 
 

2008-09 
 

2009-10 
 

2010-11 
 

 
 

Net 
profit(before tax) 
ratio to sales 
 

54.1087 
 

16.80098 
 

13.01923 
 

1.394101 
 

34.41047 
 

12.6426492 
 
 

Deduction u/s. 
80 IB (10) 
 

" 754054 
 

5784578 
 

4891975 
 

 677045 
 

5235242 
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net profit at. 1 
2.64% of sales 
 

176149.9 
 

4351952 
 

4749480 
 

6138616 
 

1923062 
 

17339259,89 
 

 

50. The net profit ratio in A.Y.2006-07 had been shown at 54.10% of 

the sales. This ratio was shown at 16.80% in A.Y.2007-08, at 13.01% 

in assessment year 2008-09, 1.39% in assessment year 2009-10 and 

34.41% in assessment year 2010-11 as against the overall net profit 

ratio of 12.64%. There could not be such steep variation, if the 

method of accounting followed by assessee was correct. In other 

words, the method employed by the assessee did not give the correct 

picture of profits. The action of Assessing Officer in rejecting the 

books of accounts of assessee was therefore, held justified on this 

ground also.  In short, this ground was decided against assessee.   

 
51. The last ground in this appeal before CIT(A) was regarding the 

denial of deduction under section 80 IB (10) of the Income-tax Act. 

The relevant discussion of the Assessing Officer in the assessment 

order is reproduced here: 

“6.9 The assessee has claimed deduction U/s 80IB 
amounting to Rs.7,54,054/- As discussed in the above 
paras many defects and short coming has been noticed in 
the accounts of the assessee while comparing it with the 
accounts seized during the course of search operation 
which are in computer hard disk. The accounts submitted 
by assessee has been rejected U/s 145(3) of the I.T. Act. But 
the claim of assessee of deduction U/s. 80IB is hereby dealt 
with on technical issues of allowability of the claim. For this 
purpose, the assessee was asked to justify the claim of 
deduction U/s 80IB of the I.T. Act along with the 



it.o
rg

 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 81 - 

 

documentary evidences. In response to this, the assessee 
submitted reply, the gist's of which are as under: 
 
a) During the year, the assessee is developing scheme 

named 'Hari Om Villa’ at Ghuma, Ahmedabad 
 
b)  The said scheme is being developed on a land 

belonging to M/s Karn Association by virtue of 
development agreement entered between Karn 
Association and the assessee. It is stated that M/s 
Karn Association had transferred all the right of 
development to the assessee. The assessee is developer 
cum builder of the housing project is entitled to  
deduction U/s 80IB(10) of the I.T. Act. 

 
c)  All the requisite condition has been laid down in 

Section 80IB have been fulfilled by assessee, as per 
following chart: 

 

Sr. No. Conditions specified for 
deduction u/s. 80IB 

Fulfillment of conditions of 
deduction u/s 80IB 

1. Date of Approval by Local 
Authority 

02.08.2005 – Approved by AUDA 

2. Date of BU Permission 
Received 

Not applicable since it is situated 
outside AUDA limits. 

3. Size of plot of land 9,721 Square Mtrs. 

4. Built-up area of 1500 Sq. 
feet for each residential 
unit 

Each residential unit is having 
built up area of less than 1500 
Sq. Ft. as per the approved size. 

 

d) Copy of form No. 10CCB and copy of approved plan are 
enclosed. 

 
e) The land belongs to M/s Karn Association, which was 

provided funds of Rs.10.00 lacs by the assessee company 
for the purchase of land. In this background, it is stated 
that Karn Association is for all practical purpose considered 
as a special purpose vehicle. The NTC has transferred 
development rights to the developers RIPL.  

 
f) All permission and approval were obtained by the developer 

company, which are as under:  
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i.  The developer for the purpose of planning and' 
executing the project 'Hariom Villa' has sanctioned 
necessary plan, drawings, maps, etc.  

 
ii. The developer has appointed the architect, engineers, 

legal advisor for the purpose of implementation of 
project.  

 
iii. The developer has accepted money from the persons 

enrolled in the project.  
iv.  For the purpose of completing the project, the 

developer has made   all   necessary   application,    
replies,   statement   in   the Government Offices or the 
concerned authorities. 

 
v.   The complete responsibility of the planning and total 

construction is rested with developer. 
 
vi.   The developer   has   created   common   amenities and   

other infrastructure like road, garden, electricity, etc. 
 
g) The price to be charged to the customer is solemnly 

determined by the assessee company and 
responsibility of collection is on it. 

 
h) The developer company is responsible for all the profit 

and loss of the project. 
 
i) All the units in the project are less than 1,500 square 

feet. 
 
j)  The ownership of land rest with NTC, but it is not a 

pre-condition to claim deduction U/s80IB(10). 
 
k) Even otherwise, the assessee developer becomes the 

owner of land by part performance of contact of the 
nature referred in Section 53A of Transfer of Property 
Act.  

 
Therefore, the deduction U/s 80IB(10) should be allowable 
to assessee". 
 

6.10 The submissions of the assessee are carefully considered.    
From the various clauses of agreement between the assessee and 
Karn Association following fact emerges; 



 

IT(SS)A Nos. 96/Ahd/11 &Ors. & C.O. Nos.84/Ahd/11 & Ors.  

 Shri Mahesh R. Varma & Ors. 

AYs 2006-07, 07-08 & 08-09   
 

- 83 - 

 

 
• The owner of the land is with Karn Association and the 

same is not with the assessee company.  
 
• The assessee company is not the owner of the residential 

units constructed on this land. 
 
• The name of the assessee company is mentioned in the 

plans of project.  On the plan layout also there is the name 
of the NTC only and no other land record, Government 
sanction, tax bills, etc is having the name of the assessee 
company.  

 
• The approval of project is given by local authorities to the 

Chairman of the Karn Association and not the assessee 
company. 

 
• One of the most important feature of claiming deduction 

U/s 8016(10) is that the area of plot of the project should be 
one acre. In this case, it was observed that the NTC allotted 
land to its members and collected money from them. By 
virtue of charging land cost at the initial stage the members 
becomes owners of land. In this scheme, there are 63 
members. It means that there are 63 owners of the land. 
The assessee has to enter into individual agreement .with 
each member for construction of houses/units. Therefore, 
63 different agreements have to be executed by the assessee 
for development of one piece of land. This leads to 
conclusion that there are 63 projects in this piece of land. 
Thus, the assessee is not developing project on one acre, 
but on a very small area of land. 

 
• It was observed that raw material were regularly being 

purchased in the name of M/s Karn Association and 
entered in the accounts of Karn Association. Payments to 
the suppliers were also-made from the . account of Karn 
Association. The assessee submitted that these are due to 
facts that the material was supplied at site so bills were 
raised in the name of Karn Association and Karn 
Association is reimbursed the same. 

•  
But all these facts negate the claim of assessee that all the raw 
material has been purchased, and paid, by them.     
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• This situation can be seen differently also. Though, by 
virtue of agreement between the NTC-and developer the 
members are bound to construct their houses through the 
developer, but there is no clause that members are bound 
to construct houses within the period of four-years, which is 
the time limit prescribed under Section 80IB(10).  Suppose 
50% of the members decided not to construct their houses 
then the area developed will be again less than one acre in 
this case. 

 
• For each member, who had entered into construction 

agreement with the developer the status of developer is only 
as a contractor. As per the provisions of agreement between 
NTC and developer, it is quite clear that all the relation 
between these two ends when individual piece of land is 
transferred to member.   Thereafter, members are directly    
dealing with the developer for construction of their houses. 

 
•  There is no force in the argument of assessee that land 

belong to Karn Association has been purchased with the 
fund of Rs.10.00 lacs provided by assessee company. As per 
the accounts of Karn Association for A.Y.2006-2007, the 
land contribution from members is Rs,12,18,500/-, The 
members deposits are Rs.13,49,500/-, whereas sundry 
creditors are Rs.35,80,821/-. Thus, the assessee (developer) 
has not provided the cost of land to the NTC, as claimed by 
them. 

 
•  There is no force in the argument of assessee submitted at 

para (f), above. As no permission and approval for the 
project was obtained by assessee regarding the sanctions 
and approval of plan. The assessee could not show any 
document in which he applied, replied or submitted 
statement in the Government Authorities in respect of this 
project. All these things are in the name of Karn 
Association. 

 
•  The assessee's claim of deemed ownership of land by virtue 

of Section 53A of Transfer of Property Act is misconstrued. 
The assessee has not passed part consideration for 
purchasing the land neither there is any agreement of sale. 

 
6.11 The above facts clearly show that the assessee company was 
the neither owner of land nor the permissions have been issued 
by any local authorities in the name of the assessee company. In 
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fact the raw materials so purchased for construction of society 
have been purchased in the name of the society and the assessee 
has not carried out the work of developing and constructing of 
housing project. The assigned work to assessee company as per 
the terms of development contract, are mainly of the type of 
facilitator, Coordinator and liaison work for various purposes. 
 
6.12 Considering the above discussions, the assessee cannot be 
treated as developer of project within the preview of Section 
80IB(10). Therefore, the claim of assessee of deduction U/s 
8016(10) amounting to Rs.7,54,054/- is hereby disallowed.” 
 

52. Similarly in assessment year 2007-2008, the claim of the 

appellant of deduction under section 80IB (10) amounting to 

Rs.57,14,587/- was disallowed by the Assessing Officer.  Aggrieved 

by the assessment order, the appellant has filed the following 

submissions: 

“2 Regarding disallowance of deduction u/s 801B(10) 
 
2.1 The Assessing officer has denied deduction-u/s 80IB(10) 

mainly on following grounds. 
 

a) The appellant is not the owner of the land. 
 
b) The approval of the project granted by the local 

authority is not to the appellant. 
 
c) The appellant has not carried out any development 

activity. 
 
d) Raw material so purchases for construction project of 

NTC have been purchases in the name of NTC and the 
appellant has not carried out any development and 
construction of the housing project. 

 
2.2 With reference to the deduction under section 80IB(10) of 

the act, the appellant submits that the land was purchased 
as special purpose vehicle by Karn Association and later on, 
for the purpose of development--and building residential 
units, it had transferred all rights of development to the 
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assessee. The development agreements made between the 
NTC and appellant was produced during the course of 
assessment, proceedings. A perusal of the agreement show 
that the development as per lay out plan has to be done by 
the appellant at its own cost and risk. The appellant being 
developer cum builder of the housing project is claiming 
deduction u/s 80IB(10). Further, alt the requisite conditions 
for claiming deduction u/s. 80IB(10) have been fulfilled by  

 assessee. The same are mentioned hereunder in table 
format. 

 
2.3 All the requisite conditions as laid down in Section 801B 

have been fulfilled by the assessee. The same is mentioned 
hereunder in the following chart: 
 
 

Sr. No. Conditions specified for 
deduction u/s. 80IB 

Fulfillment of conditions of 
deduction u/s 80IB 

1. Date of Approval by Local 
Authority 

02/08/2005 & 13/4/2006 – 
Approved by Department of 
District Town Planning & 
Valuation Department, Ta: 
Daskroi 

2. Date of BU Permission 
Received 

Not applicable since it is situated 
outside AUDA limits. 

3. Size of plot of land 9,721 Square Mtrs. & 5106 Sq 
Mtr 

4. Built-up area of 1500 Sq. 
feet for each residential 
unit 

Each residential unit is having 
built up area of less than 1500 
Sq. Ft. as per the approved size. 

 
2.4 The copy of the audit report in Form No 10CCB as well as 

the copy of the approved plan and other necessary 
approvals was produced during course of assessment 
proceedings to Assessing Officer. As Appellant has satisfied 
all the conditions laid down under Section 80IB (10) of the 
Act, deduction under section 80IB(10) cannot be disallowed. 
The appellant states that there is no other conditions, which 
is to be complied by an appellant for claiming the deduction 
on profits of the housing projects which has also been 
observed by Ahmedabad Tribunal in case of Radhe 
Developers Vs. ITO at para 27 of their order. 

 
2.5  Karn Association, being a non-trading corporation (NTC) 

was found in Assessment Year 1994-95. The Association 
has acquired land at village Ghuma, Ahmedabad. It may be 
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noted that Karn Association, were provided with the funds 
of Rs 10,00,000 by the appellant company for purchase of 
land. Karn Association were also provided with other 
necessary funds, as and when required, under a special 
arrangement agreed by the developer company. The details 
of the same is mentioned on point no.10 of the Development 
agreement.  In this background, it is stated that Karn 
Association were for all practical purposes, considered as a 
special purpose vehicle.  The NTC has transferred the full 
development rights to the developer Ralson Infrastructure P 
Ltd.   The total finance required by the NTC for the purpose 
of land was arranged at the behest of the developer 
company. 

 
2.6 The appellant states that vide Clause No. 1 & 2 aforesaid 

development agreement, NTCs have given right and 
possession of said land to the developer for the purpose of 
development. By virtue of the development agreement, the 
appellant has obtained the land possession together with 
the rights to develop and construct the project. Accordingly, 
appellant Company had become party to the agreement 
while transferring land to the ultimate consumer. One of the 
connotations of Transfer is transfer of possession which is 
lawful and valid. Without taking possession of the land, 
appellant Company would not have been in position to 
develop and build the residential units at all. 

 
2.7 There is definitely a domination of the assessee-developer 

over, the land to the exclusion of others inasmuch as 
possession of land is given to the appellant by the land 
owners to carry out development activities of aforesaid 
project Even according to section 2(47) of the Income-tax 
Act read with section 53A of transfer of Property Act, the 
said transaction is treated as transfer in relation to capital 
asset and appellant becomes the owner of the Land 
appellant would further state that according to Judgment of 
the Hon'ble Bombay High Court in the case of Chaturbhuj 
Dwarkadas Kapadia v. CIT (260 ITR 491), assigning 
development rights in a property amounts to transfer 
u/s.2(47) of the income-tax Act, 1961 and hence by 
development agreement , appellant has become the owner of 
said land. Section 2(47) (v) read with sec.53A makes the 
position very clear. The said sections read:  

 
"S.2(47) "transfer", in relation to a capital asset, includes,- 
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……………. 
 
(v) any transaction involving the allowing of the possession 
of any immovable property to be taken or retained in part 
performance of a contract of the nature referred to in-
section 53A of the Transfer of Property Act, 1882(4 of 1882); 
or     
 
………………  
 
Explanation :   For the purposes of sub-clauses (v) and (vi), 
"immovable property" shall have the same meaning as in 
Clause (d) of section 269UA; 
 
Sec.53A of the Transfer of Property Act, 1882 reads as 
under: - 
 
53A. "Part performance. 
 
Where any person contracts to transfer for consideration 
any immovable property by writing signed by him or on his 
behalf from which the terms necessary to constitute the 
transfer can be ascertained with reasonable certainty and 
the transferee has, in part performance of the contract, 
taken possession of the property or :any part thereof, or the 
transferee, being already in possession, continues in 
possession in part performance of the contract and has 
done some act in furtherance of the contract and the 
transferee has performed or is willing to perform his part of 
the contract, then notwithstanding that the contract, 
though required to be registered, has not been registered, 
or, where there is an instrument of transfer, that the 
transfer has not been completed in the manner prescribed 
therefor by the law for the time being in force, the transferor 
or any person claiming under him shall be debarred from 
enforcing against the transferee and persons claiming under 
him any right in respect of the property of which the 
transferee has taken or continued possession, other than a 
right expressly provided by the terms of the contract: 
 
PROVIDED that nothing in this section shall affect the 
rights of a transferee for consideration who has no notice of 
the contract or of the part performance thereof." 
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It is submitted that Clause (iiia) of section 27 of the Income-
tax Act, 1961 is transferred as owner if he satisfies the 
conditions of Section 53A of the Transfer of Property Act, 
1882. 
 
S. 27 For the purposes of section 22 to 26- 
 
…………..          
(iiia) a person who is allowed to take or retain possession of 

any building or part thereof in part performance of a 
contract of the nature referred to in section 53A of the 
Transfer of Property Act, 1882 (4 of 1882); shall be 
deemed to be the ownerof that building or part 
thereof."  

 
From the perusal of the above sections it is clear that 
pursuant to the part performance of the agreement to sale if 
the possession of the property is handed over, in the eye of 
the law, the transferee shall be held to be the owner of the 
property. 
 
It is further submitted that Sec.2G9UA(D)(ii) read with 
Sec.UA(f)(ii) of the Act also make' it more than clear that 
when any right in or with respect to any land is altered by 
way of any agreement which has the effect of transferring or 
enabling the enjoyment of such property, such agreement 
shall be construed as transfer within the meaning of that 
section. The said Sections read: 
 

S. 269UA 
 
……………. 
 
(d) "immovable property" means – 
 
…………….. 
 
(ii) any rights in or with respect to any land or any 
building or a part of a building (whether or not 
including any machinery, plant, furniture, fittings or 
other things therein) which has been constructed or 
which is to be constructed, accruing or arising from 
any transaction (whether by way of becoming a 
member of or acquiring shares in a co-operative 
society, company or other association of persons or by 
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way of any agreement or any arrangement of whatever 
nature), not being a transaction by way of a sale, 
exchange or lease of such land, building or part of a 
building; 

 
…………….. 
 
(f) "transfer",-  
 
……………… 
 
(ii) in relation to any immovable property of the 
nature referred to in sub-section (ii) of Clause (d), 
means the doing of anything (whether by way of-
admitting as a member of or by way of transfer of 
shares in a co-operative society or company . . or other 
association of persons or by way of any agreement or 
arrangement or in any other manner whatsoever) 
which has the effect of transferring or enabling the 
enjoyment of such property. " 
 

2.8 The appellant further states that as per para 9 of 
development agreement, developer is entitled to sell any 
part of its project at its own and can give possession to the 
prospective buyers which shows that appellant was in full 
possession of the land for the development of housing 
project and has carried out all the activities of a complete 
housing project by taking ail risks associated with this 
business. Here, appellant relies on decision of Hon'ble 
Supreme court in case of Mysore Minerals Limited 239 ITR 
775 wherein term "owned" in s. 32 has been given a vider 
meaning, by holding that if an appellant was in possession 
of a property and had acquired dominion over it to the 
exclusion of others, he would be entitled depreciation under 
s 32 irrespective of the legal title. In the present case the 
Development agreement the undertaking developing and 
building housing projects and claiming deduction of profits 
from such housing projects, there is, definitely, a dominion 
of the developer over the land to the exclusion of others 
inasmuch as possession of the land is given to the developer 
by the land owners to carry out the construction activity of 
the housing project The appellant has also passed on the 
part consideration for acquiring the land through an 
'Agreement to sale' and in view of the provisions of s. 2(47) 
r/w s. 53A of the Transfer of Property Act, 1882, the 
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appellant has completely performed his part of the contract 
and developed the housing project and transferred the 
Bunglow s to the buyers in view of 'Development agreement' 
hence entitled to deduction u/s 80IB(10) of ne Act. 

 
In view of the legal position as explained above, supported 
by various-judicial decisions, it is stated that appellant is 
the owner of the aforesaid property and deduction u/s. 80IB 
cannot be denied to it. 
 

2.9 With reference to the justification of deduction under 
Section 80IB(10) on the ground that the Hariom Villa 
Scheme is being developed and constructed on a land not 
belonging to the appellant it is submitted that ownership of 
land by the undertaking is not a precondition to claim 
deduction u/S- 8018(10) of the Act. It is further stated that 
on perusal of the speeches of Hon'ble Finance Minister at 
the time of introduction of provision enabling this deduction 
and at the time of. various amendments made including the 
speech, it can be appreciated that the condition of the 
ownership of land is not intended.  Even otherwise, had this 
been the intention, the same would have been specifically 
mentioned in the section like other conditions referred 
herein above Reliance in this regards is placed on the 
decision of Radhe Developers v. Income-tax Officer [2008] 
113 TTJ (AHD.) 300, in which it has been held as 
 

“The contention that to claim deduction under Section 
80-IB(10), there is a condition precedent that the 
appellant must be owner of the land on which housing 
project is to be constructed has no force. A plain 
reading of Sub-section (10) of Section 80-IB reveals 
and makes it evident that there must be an 
undertaking developing and building a housing project 
as approved by a local authority. It does not have any 
further condition that such development and building 
of the housing project should also be on a land owned 
by an assessee-undertaking. The mere fact that the 
landowner and the undertaking developing and 
building housing project, are two different entities 
would not make any difference. The deduction would 
be available to the person who is developing and 
building housing project and not merely to owner 
thereof.” 
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2.10 It may also be kindly noted that similar issue has recently 
come up again before the ITAT, ‘A’ Bench, Ahmedabad in 
the case of M/s. Shakti Corporation, Baroda and various 
other cases and has been decided vide the order dated 
7.11.2008 in ITA No.1503/Ahd/2008.  The Hon’ble Tribunal 
have followed the Tribunal’s decision in the case of Radhe 
Developers (supra).  The facts of this case are also similar to 
the facts of the assessee’s case.  Relevant part of the 
Tribunal Order in the case of Shakti Corporation is 
reproduced below from pages 32 and 33 of the order. 

 
"........All the responsibilities for carrying out the 
construction, permission, N.A., N.O.C legal 
proceedings and the results of the development lies 
with the assesses The first party is only to cooperate 
the appellant in varying out the development and also 
to execute me documents whenever it is required by 
the Developer. The appellant has also handed over the 
physical possession lo the Builder for carrying out the 
development of the project. The landowner does not 
have any right, interest title in the development so 
carried out except to the extent he has to receive the 
consideration from the assessee.  The appellant is 
entitled to publicize project, print brochures, etc. and 
can sell the project at its own right. All the expenses 
have to be incurred by the appellant for carrying out 
the construction etc. The land owner has to do nothing 
except to the extent he has to receive consideration 
from the assessee. His motive is not to develop, 
construct or carry on the business as a Builder or 
Developer. Particularly, no right in the land remains 
with the owner. For whole practical purpose the 
appellant acquired dominant right over the land and 
he can deal with tie land in the manner in which he 
may like Thus, the terms and conditions entered into, 
in our opinion, give all dominant control and rights 
over the land to the assessee. The assessee, in our 
opinion, will be constructing the building at its own 
cost and will remain the owner of the building at its 
own without any interference from the landowner. The 
landowner does not have any right to share the 
buildings. The agreement does not envisage that the 
appellant will be working as a contractor or agent on 
behalf of the landowner. The agreement cannot be 
regarded to be1 the joint venture or collaboration 
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agreement It is, in .our opinion, the agreement for the 
sale of the land for a determined consideration under 
which the appellant is entitled to develop the project 
on the said land at its own cost in the manner in 
which he may decide." 
 
 

The appellant company states that as in case of it, there is 
no fixed remuneration contract with NTC and NTC has been 
rewarded for land cost hence both the conditions laid down 
in aforesaid decisions is satisfied in case of assessee. 
 

2.11 Accordingly merely because the appellant is not owner of 
land on paper, deduction under section 80IB(10) should not 
be denied. The view taken by the Assessing Officer in this 
regards may kindly be quashed. 

 
3.1 With regards to observation of assessing officer that 

appellant has not taken the approval of the housing project 
from local authority is erroneous as much as that the plan 
was prepared by the appellant company  and the  appellant 
was  instrumental in  getting the  approves from  the 
concerned authority. Clause no 4 of the development 
agreement makes the above contentions very clear which 
reads as under  

 
"4. The plan of the project is already passed by the Nagar 
Ayojan and Mulyankan Depart. A'bad by order No N.A.  
BP/GHUMA/SASCROl/ 2464 dated : 02-08-2005. In  
anticipation  of the execution of this agreement the said 
plan was prepared by the Developer and all the cost for 
preparation   and approval of the same is incurred by the 
Developer and the Developers has already commenced the 
development work. The association shall fully co-operate'the 
Developer for the sanctions of the further and additional 
plans and specifications that may be prepared or revised for 
the development of the sad property by the Developer and 
shall further sign and execute all such applications, 
affidavits etc as maybe required." 
 

3.2 The appellant   company   states that in anticipation of 
execution of development agreement, plan/design for 
aforesaid scheme were prepared and entire plans, designs 
and maps required to carry out such activity was done by 
appellant developer.  The work, of development of the whole 
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project had commenced after the appointment of appellant 
and it was the responsibility of appellant company to obtain 
Rajja Chitthi from concerned authority. Appellant developer 
at its own had moved application for obtaining approval   to 
construct bunglows . it is submitted, that while obtaining 
approval from local authority, the appellant has carried out 
day to day work at corporation. 

 
3.3 The assessing officer-has failed to understand the-basic fact 

that had the appellant company was not involved in 
obtaining such approval, it would have not made any 
payment to authority nor it would have prepared plans and 
not carried out day to day activities while obtaining such 
approval. Further the authority grants the approvals to the 
land owners as a matter of procedure which should not be 
viewed by taking that the appellant has not been granted 
any approval.  

 
3.4 It has obviously not mattered to the learned Assessing 

Officer that it was very well settled that provisions granting 
incentives were required to be interpreted liberally and 
certainly not hyper-technically. The learned Assessing 
Officer has also not bothered to consider, that what the    
provision envisaged was exemption of profits derived from 
the business of an undertaking developing and building 
housing projects approved by a local authority; that the 
provision did not envisage that approval from local authority 
has to be taken by appellant developer only. Subsection (10) 
requires that the housing project should be approved by a 
local authority. There is no requirement that such approval 
must be in the name of the Developer Builder. The 
Assessing Officer has imported such requirements in the 
sections which are not there at all and thus he has 
assumed the role of the Legislature. 

 
In view of what is stated herein above, deduction u/s 80IB 
(10) cannot be denied only on the ground that in the 
approval has not been obtained even though appellant 
company had been responsible, from the day one for 
obtaining such approval and made necessary payment. The 
appellant states that it was not a practice of AUDA to issue 
permission in the name of developer but was granted in the 
name of owner of land on records hence, such approval was 
issued in the name of NTCs. 
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3.5 With regards to observation of assessing officer that 
appellant company is not in the business of developing and 
building housing project, appellant states that all the 
permissions and approval were obtained by the developer 
company and all efforts were put in by developer company 
with all its responsibilities and risk as developer and were 
also legally bound to do so under the development. A 
perusal .of the Agreement would show that development as 
per lay out plan has to be done by the appellant at its own 
cost and risk. All the functions of the developer company 
are that of development of this property and are briefly 
described as under  

 
(i)  The developer for the purpose of planning and 

executing the project "Hariom Villa" has sanctioned 
necessary plans, drawings, specifications and maps, 
etc., and has done the work of planning, construction 
and development of the said project. 

 
(ii)   The developer has appointed the Architects, Engineers, 

Legal Advisors and such other professionals necessary 
for the purpose of implementation of such project and 
has born the necessary expenditure. The developer has 
made all necessary arrangements with the aforesaid 
professionals for successful planning, construction, 
and development of the said project The appellant has 
incurred all expenditure relating to development 
including labour cost, material charges and other 
ancillary costs.  

 
(iii) The developer has accepted money from the persons 

enrolled in the project. 
 
(iv)  For the purpose of completing the project, as planned 

and within stipulated period, developer has made all 
necessary applications, replies, statements, which are 
needed, in the Government Offices or concerned 
authority etc. 

 
(v) The complete responsibility of the-planning, and the 

total construction is rested upon the developer and 
during the time when the project was going on, the 
complete responsibility for whatever agreements 
executed under the project and whatever transactions 
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taken place with third parties, the same was rested 
upon the developer and the NTC was not responsible. 

 
(vi)   The assessee-developer has created common amenities 

and other infrastructure like roads, garden, electricity, 
water, drainage, etc., for aforesaid project at their own 
cost thus, appellant has created a new product on the 
plot of land by performing aforesaid development work. 

(vii) In this regards the appellant would like to state that all 
taxes, cess, levied by the authorities in respect of the 
said property is required to be borne by the appellant 
company .  

 
(viii) In this regards the appellant would like to state that 

relevant maintenance charges are paid by the 
appellant till the completion of development. 

 
3.6 Apart from aforesaid/appellant Company states that in the 

process of development of the aforesaid project, it was 
entitled to advertise the project by pamphlets, brochures, 
public advertisements in newspapers, magazines, etc., 
which also substantiate the claim of appellant that it was 
responsible for selling -aforesaid units constructed by it and 
aforesaid NTCs have no interest m such type of activities.  

 
3.7 The assessee-developer further submits that the developer 

i.e. appellant build the Bunglows as per approval of the 
Department of District Town Planning & Valuation 
Department, Ta: Daskroi and sell the Bunglow s to 
customers. The price to be charged to customers is solely 
determined by appellant Company and responsibility of 
collection is on it.  The appellant was responsible to enroll 
the members of the scheme, to receive money and for that 
purpose to enter into agreement. The NTCs are bound to 
enter the persons as members and decision to sell the 
Bunglows to customer is on appellant Company and not of 
the NTCs. The aforesaid facts clearly proves that active 
engagement in the work of development of project and sale 
of residential unit was of appellant and not of the NTCs. 

 
In view of what is stated herein above that appellant is not 
working on remuneration from the land owners but is 
working itself as a developer in order to exploit the potential 
of its business in its own interest and, therefore, opted for 
all business risks associated with the business of 
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development of real estate including development and 
building of housing projects. 
 
The aforesaid facts clearly prove that active engagement in 
the work of development of project and sale of residential 
units was of appellant and not of the NTC. 

 
3.8 With regards to observation of the assessing officer that 

there are 63 members and assessee has to enter 63 
different agreements which lead to conclusion that there are 
63 projects in the piece of land, appellant submits that 
observation of AO has no basis particularly when the 
appellant has entered into a development agreement with 
the NTC and the development work has been carried out as 
per such agreement. It is further submitted that the area of 
the plot as per the agreement with NTC is not less than one 
acre.  Apart from this, as explained earlier the appellant had 
entered into development agreement with the NTC and on 
execution of such agreement the developer has all the right 
to develop and sale the properties to the members (buyers) 
and agreement if any with the purchaser of the unit referred 
to by AO is with reference to sale of units/allotment of units 
and such agreements are executed only as a part of the 
development activity as per the development agreement with 
the NTC. Even section 80IB(10) envisages that size of the 
plot of land on which project is developed should be of one 
acre and appellant has developed only one scheme/project 
on land named as "Hari om Villa" and not 63 different 
projects  as observed by AO. Entire observation of AO is on 
fallacious and disallowance of deduction made on such 
ground should be deleted. 

 
3.9 With reference to the observation of the Assessing Officer 

that initially the raw material bills were in the name of NTC 
and not in the name of appellant company, it is submitted 
that Initially at time Of launching the scheme, the site 
address of Hariom Villa Scheme at Ghuma was used by 
Ralsons  Infrastructure  Pvt.  Ltd.  for  receiving  all  the  
materials., Consequently  all  bills and correspondence were 
made by creditors in the name of the Karn Association 
which was at Ghuma, till the site office of Ralsons 
Infrastructure Pvt Ltd   was constructed. 

 
3.10 Further it is stated that initially Karn Association made very 

limited payments towards material on behalf, of the 
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developer, out of the advances received from Ralsons 
Infrastructure Pvt. Ltd. It is pertinent to note that no 
expenditure in relation to development of scheme was 
debited or capitalised in its Books of Accounts of Karn 
Association The assessee further submits that at most of 
the time there was debit balance of Ralsons Infrastructure 
Pvt. Ltd in its Books of Accounts, Meaning thereby all the 
expenses incurred by the Karn Association were out of 
money advances or reimbursed by Ralson Infrastructure P. 
Ltd. 

 
3.11 Moreover as per point no 6 of the development agreement it 

was also agreed that if for any reason for e.g. tax benefit, 
special item etc the association purchases the material on 
behalf of the developer the same shall be reimbursed by the 
developer to the association. Accordingly the purchase of 
material by the association and its subsequent 
reimbursement was also pursuant to the Development 
Agreement. 

 
3.12 As regards the accounting treatment of the same it is 

submitted that effective expenditure incurred by Ralson 
Infrastructure P. Ltd. were made on monthly basis only to 
keep the track of the expenditure and for any otherwise 
wise. Further the way in which entries are made by an 
Assessee in his books of account is not determinative of the 
question whether the Assessee has earned any profit or 
suffered any loss or for matter the developer is entitled to, 
deduction or not. Reliance in this regards is places on the 
decision of Sutlej Cotton Mills Ltd. vs. CIT 1979 (116 ITR 1) 
(SC). Ultimately all the expenses are borne by the appellant 
company. 

 
3.13 The Assessing Officer in his order has not taking any 

adverse action regarding the expenditure debited to the 
Books of Accounts of the appellant company, thereby 
accepting the appellant contention the same were incurred 
for the development of the housing project. 

 
As appellant has satisfied all the conditions laid down u/s. 
80IB(10) of the Act and therefore it is entitled to deduction u/s. 
80IB(10) as claimed in return of income.  
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53. CIT(A) having considered the submissions of the appellant and 

also perused the assessment order obaserved that Karn Association, 

being a Non-trading Corporation (NTC), was formed in Assessment 

Year 1994-95. The Association acquired land in Nov. 2004 at village 

Ghuma, Ahmedabad. In order to construct residential bungalows, 

approval was sought by the NTC. Such approval was granted by the 

Department of District Town Planning & Valuation Department. Ta: 

Daskroi on 2/8/2005. Thereafter, a development agreement was 

signed between Karn Association and Ralson Infrastructure Pvt. Ltd 

on 4/10/2005, the contents of which have been discussed by the 

Assessing Officer as well as the appellants in the written 

submissions.  Initially, there were only seven members m the NTC 

which was increased, to 63 as discussed by the Assessing Officer in 

the assessment order. The number of members finally increased to 

104 as is evident from the chart submitted by the appellant.  It was 

stated on behalf of Shri Mahesh Varma, one of the directors of the 

appellant company, that total 104 bungalows were constructed by 

the appellant company at Ghuma. Out of this, 103 bungalows have 

been sold and one bungalow is unsold as on today i.e. 15/12/2010.  

The built up area of each bungalow was stated to be less than 1500 

ft. According to the appellant, all the necessary conditions for 

deductions under section 80IB(10) of the Income-tax Act has been 

fulfilled, therefore, the Assessing Officer was not justified in denying 
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the claim of deduction under section 80IB to the assessee.  The 

Assessing Officer has rejected the claim of deduction under section 

80IB on the following grounds: 

• The owner of the land is with Karn Association and the same is 
not with the assessee company. 

 
• The assessee company is not the owner of the residential units 

constructed on this land. 
 
• The name of the assessee company Is mentioned in the plans of 

project.  On the plan layout also there is the name of the NTC 
only and no other land record. Government sanction, tax bills, 
etc. is having the name of the assessee company. 

 
• The approval of project is given by local authorities to the 

Chairman of the Karn Association and not the assessee 
company. 

 
• One of the most Important feature for claiming deduction U/s 

80IB(10) is that the area of plot of the project should be one acre. 
In this case, it was observed that the NTC allotted land to its 
members  and collected money from them.   By virtue of charging 
land cost at the initial stage the members becomes owners of 
land.  In this scheme, there are 63 members. It means that there 
are 63 owners of the land. The assessee has to enter into 
individual agreement with each member for construction of 
houses/units. Therefore, 63 different agreements have to be  
executed by the  assessee for development of one piece of land.   
This leads to conclusion that there are 63 projects in this piece of 
land.  Thus, the assessee is not developing project on one acre, 
but on a very small area of kind. 

 
•  It was observed that raw material were regularly being purchased 

in the name of M/s Karn Association and entered in the accounts 
of Karn Association. Payments to the suppliers were also made 
from the account of Karn Association. The assessee submitted 
that these are due to facts that the material was supplied at site 
so bills were raised in the name of Karn Association and Karn 
Association is reimbursed the same. 
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54. According to CIT(A), the ownership of land was not the relevant 

criteria for the of allowability of the deduction under section 80IB as 

held by ITAT Ahmedabad in the cases of Radhe Developers and 

Shakti Corporation. Therefore, the ground of ownership alone is not 

relevant for the denial of deduction under section 80IB.  However, on 

the issue of the approval, CIT(A) agreed with the Assessing Officer 

that since in this case the plan sent by Karn Association was 

approved by the competent authority on 2/8/2005, that was, much 

before the appellant company signed development agreement with 

Karn Association on 4/10 /2005, it could not be said that the 

appellant had any role whatsoever in preparing the plan and getting 

it approved from the competent authority.  As per the decision of 

ITAT, Ahmedabad m the case of Radhe Developers and Shakti 

Corporation, one of the conditions for the allowability of deduction 

under section 80IB was that the plan should have been submitted by 

the developer himself and the approval from the local authority must 

be taken by the developer himself.  In this case, this condition was 

not satisfied because, before the appellant entered into an agreement 

with Karn Association, the NTC had already applied and got the 

approval from the local authority on 2/8/2005. The reliance of the ld. 

Authorized Representative on clause No. 4 of the development 

agreement, in opinion of CIT(A) , was of no help to the assessee 

because there was no evidence which indicates that the plan was 
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prepared by the appellant. The fact that the approval was received by 

Karn Association prior to signing the development agreement with the 

appellant and there is no evidence which indicates that the appellant 

has helped the NTC in preparing the plan and getting the approval 

from the local authority, was sufficient for denial of deduction under 

section 80 IB of the Income-tax Act. 

 
55. The contention of assessee was that the assessee has advanced 

the money to the NTC, Karn Association for the purpose of 

purchasing the land. The observation of the Assessing Officer that 

the NTC has sufficient funds in the form of land contribution of Rs. 

12.18 lakhs, founder members deposit of Rs.13.49 Lacs and sundry 

creditors of Rs.35.80 Lacs was not correct for assessment year 2006-

07. In fact, the Assessing Officer  has referred to the balance sheet of 

the NTC as on 31/3/2006.  As per the blance sheet of Karn 

Association, as on 31/3/2005, loan and advances of Rs.13 lacs was 

received from Ralson Infrastructure Pvt. Ltd. and Rs.12.39 Lacs was 

received as founder members deposit. It was stated that the land in 

question was purchased by the NTC out of the funds given by the 

assessee.  In support of this, the copy of bank statement of Karn 

Association was furnished before CIT(A) (which is reproduced at page 

no.25 to 27 of CIT(A)’s order).  On the perusal of bank book, CIT(A) 

noticed that the cheque of Rs.10 lacs was received by the NTC from 
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assessee on 8/11/2004.  Out of this, Rs.5 lakh was paid as advance 

towards the purchase of land on the same date.  Further on 

10/11/2004 payment of Rs.2.20 lacs was made towards the 

purchase of land.  On this date, the NTC received deposits from its 

founder members to the tune of Rs.5.30 lacs.  Further on 1/12/2004 

and 6/12/2004 Rs.5 lacs each were received from Ralson 

Infrastructure Pvt. Ltd. by NTC, out of which Rs.7 lacs was returned 

back to Ralson Infrastructure Pct. Ltd. on 11/12/2004.  From 

13/12/2004 to 18/12/2004 deposits from the founder members to 

the tune of Rs.6.90 lacs was received by NTC.  From 1/1/2005 to 

3/1/2005 payment against the purchase of land to the tune of 

Rs.3.38 lacs was made by the NTC and finally on 1/3/2005 the final 

payment of Rs.1.02 lacs was made towards the purchase of the land.  

In short, as on 31/3/2005, the NTC has shown total fixed assets of 

Rs.11.40 lacs against the loans and advances of rs.13 lacs received 

from Ralson Infrastructure Pvt. Ltd. and deposits of Rs.12.39 lacs 

from the founder members of the society.  It was therefore found 

incorrect to state that the land was purchased by the NTC out of the 

funds provided by Ralson Infrastructure Pvt. Ltd.  In fact, part 

payment of the purchases was made out of the deposits received from 

the founder members of the NTC.    
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56.  Another observation of the Assessing Officer was that the NTC 

allotted the land among the 63 members and then each member 

entered into an agreement with the assessee for the construction of 

their bungalows. According to him, since the land has been divided 

among 63 members and every member has entered into an 

agreement to construct a bungalow with the assessee, then in that 

case, the primary condition of land area being more than one acre is 

not satisfied. For this purpose, CIT(A) has gone through the copy of 

allotment agreement with each member and also the agreement of 

the construction of bungalow.  CIT(A) found that, the NTC Karn 

Association had allotted the land amongst the various members of 

the NTC, the land area is varying from 98 m2 to 244.8 sq. mtr. 

 
57. After the land has been allotted by the NTC to the members, on 

the same date the member has entered into an agreement with the 

assessee for the construction of a bungalow in that land.  The NTC 

Karn Association was shown as the confirming party in the 

construction agreement.  According to CIT(A), once the land has been 

allotted to the concerned members and the consideration of the land 

has been taken by the NTC from the concerned members and then, 

the individual member has entered into an agreement with the 

assessee for the construction of his bungalow, it could not be said 

that the assessee acted as a developer.  For this purpose, the 
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assessee has worked merely as a contractor. Further the primary 

condition of the land area of one acre was not satisfied if the 

agreement with each member is considered separately. 

 
58. Further it was pointed out by the Assessing Officer in the 

assessment order and also admitted by assessee that the purchases 

of some raw materials has been made by Karn Association and 

payment thereof is also made by Karn Association.  In view of above, 

CIT(A) observed that the Assessing Officer was justified in denying 

the deduction under section 80IB of the Income-tax Act to the 

assessee.  

 
59.  So, the main issue before us is whether this unaccounted 

income in the hand of assessee belongs to Ralson Infrastructure Pvt. 

Ltd.  The second issue is that in case issue is held in favour of 

assessee, then whether Ralson Infrastructure Pvt. Ltd. is eligible for 

deduction u/s.80IB(10) of the Act on the said amount.  The cash 

amount of Rs.49,97,832/- was seized from locker no.919 of said Ravi 

Varma.  The stand of assessee has been that the cash found from 

Locker No.919 of Rs.49,97,832 was from the different members of 

Hariom Villa, as scheme developed by Ralson Infrastructure Pvt. Ltd.  

He pointed out that in the statement recorded on the date of search 

on 10.5.2006, in reply to question no.21 of the said statement, 

assessee, Ravi Varma explained that cash found of Rs.49,97,832 was 
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received from different members of Hariom Villa Scheme developed by 

Ralson Infrastructure Pvt. Ltd.  The said sum were claimed to be 

received for the purpose of various expenses, such as Stamp Duty, 

Registration Fees, Advocate Fees, Drainage charges, maintenance 

charges, GEB power connection, etc. on receipt of the said amount 

the same was kept in the bank locker of Ravi Varma. The 

documentary evidence with regard to the sum so received from 

different members for the purpose of making above expenditure was 

placed on record.  Similar fact was also explained by Mahesh R. 

Varma in his statement recorded on 05.06.2006 vide question no.19.  

According to him all builders are required to carry out such 

expenditure which was collected from the members of the Scheme 

either by cheque or by cash.  The search was carried out on 

10.5.2006 the books of accounts were not completed on that date, 

and as such the amount received was not recorded on 10.05.2006 in 

the books of account which was written upto 03.03.2006.  The 

amount so received from the members was duly confirmed by the 

members respectively and affidavits were also given by all concerned 

members which were given to the Assessing Officer at the relevant 

point of time.  The Assessing Officer has not doubted the 

genuineness of the money so received or confirmations given by the 

members of Hariom Villa Scheme with Statement of Accounts and 

PAN.  Further, Mr. Mahesh R. Varma in the statement recorded on 
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05.06.2006 to various questions in regard to cash found from the 

bank lockers discussed above stated to be from the members of 

Hariom Villa Scheme carried out by Ralson Infrastructure Pvt. Ltd. as 

confirmed by them as well.   We find that on the date of search the 

books of Ralson Infrastructure Pvt. Ltd. to whom this cash claimed to 

be belonging were incomplete and unaudited as the finalization of the 

books of account during this period was pending.  In similar 

situation, Hon. Gujarat High Court in the case of Pipushkumar O. 

Desai Vs. CIT (2001) 247 ITR 568 (Guj) supported the claim of 

assessee because assessee's explanation regarding the cash received 

from the members of Hariom Villa for which the assessee had given 

the table containing the name, PAN along with 

declarations/affidavits, etc. of each of the members which is 

reproduced by the CIT(A) inter alia the members have given 

confirmations and affidavits which is compiled by the assessee in 

paper book from page nos. 257 to 573.   The aforesaid ratio of 

Pipushkumar O. Desai Vs. CIT (supra) given in similar situation, 

should not have been brush aside by the Assessing Officer as well as 

CIT(A) without giving any finding on the same which were claimed to 

be material source of the cash receipt in question.  Regarding the 

argument of ld. Departmental Representative that there is no need to 

collect cash from the members on above accounts as stated by 

assessee.  According to ld. Departmental Representative, there was 
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no separate account and it was a part of common funds of sale 

proceeds. Prior to search, no cash was found and cash collection 

claimed, was after thought. According to Departmental 

Representative only some members have given cash only and no 

cheque.  According to him, cash cannot be kept in locker for long 

period and normally cash found from the locker was never accounted 

in the books of account.  He pointed out the safest place for the cash 

was to put the same in the bank.  According to him, cash book 

produced was fabricated to include the cash found during the course 

of search.  He pointed out that the cash book as well as 

declarations/affidavits filed by the assessee were not filed before the 

Assessing Officer, but were furnished only before the CIT(A).  In this 

regard, the stand of assessee has been that genuineness of the 

affidavit or declaration cannot be challenged at this stage.  The 

contents of the affidavit cannot be rejected without confronting the 

contents of the same to the deponent.  In facts and circumstances, 

we are of the view that cash found from custody of assessees as 

discussed above is nothing but income of Ralson Infrastructure Pvt. 

Ltd. from on going Hariom Villa Scheme kept with assessee for above 

said purposes.  This take care of cash of Rs.6,13,921/- from 

residence of Mahesh Varma in A.Y. 2007-08 and Rs.49,97,832/- 

found from locker no.919 with Rajkot Nagrik Sahkari Bank Ltd. of 
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Ravi Varma for A.Y. 2006-07 and Rs.11,04,193/- found from 

residence of Ravi Varma for A.Y. 2007-08 as discussed above.   

 
60. Regarding the addition of Rs.40,000 of the cash receipt which 

were found from residence of Mahesh Varma claimed to be kept for 

household purpose.  The explanation given by assessee was not 

accepted by Assessing Officer  as well as CIT(A).  Taking all facts and 

circumstances, this addition made by authorities below is confirmed. 

 

61. Now coming to the second issue i.e. issue regarding claim of 

deduction u/s.80IB(10) of he Act. The main argument of the 

Department for rejecting the claim is as under:- 

"* The ownership of the land is with Karan Association (NTC) 

and the same is not with the assessee company. 

*  Assessee  company  is  not the  owner  of the  residential  

units constructed on this land. 

*  The name of the assessee company is mentioned in the 
plans of projects on the plan layout, also there is name of 
NTC only and no other land record, government 
sanction/tax bill, etc. is having the name of the assessee 
company. 

 
*   The approval of the project is given by the local authorities 

to the Chairman of Karan Association(NTC) and not the 
assessee company. 

 
* One of the important figure of claiming deduction u/s. 

80IB(10) is that the area of plot of the project should be one 
acre. In this case, it was observed that NTC allotted land to 
its members and collected money from them. By virtue of 
charging land cost at the initial stage the members become 
the owner of the land. In this scheme there are 63 
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members, it means that there are 63 owners of the land. 
The assessee has to enter into individual agreement with 
each member for construction of house unit. Therefore, 63 
different agreements have to be executed by the assessee for 
development of one piece of land. This leads to a conclusion 
that there are 63 projects in this piece of land. Thus, the 
assessee is not developing project on one acre but on a very 
small are of land. 

* It was observed that raw-material were regularly being 
purchased in the name of M/s. Karan Association and 
entered into accounts of Karan Association, payment to 
suppliers also made from the accounts of Karan 
Association. The assessee submitted that these are due to 
the fact that the materials were supplied at the site 
therefore bills were raised in the name of M/s. Karan 
Association, and Karan Association reimbursed the same. 
The Assessing Officer did not accept the claim of the 
assessee." 

 
The CIT(A) has confirmed the same. 

62. The stand of assessee has been that the issue at hand covered in 

favour of assessee by the decision of  

i)  Judgment of Hon. Gujarat High Court in the case of Radhe 
Developers - 17 taxmann.com 156 also reported in 341 ITR 
403 (Guj) compiled on pages 12 to 38 of the order of 
compilation. 

 
ii)   2nd decision dated 2.5.2014 of Hon. ITAT Ahmedabad in the 

case of Narayan Realty Ltd., vide Appeal No.2293/Ahd/2012 
and 2095/Ahd/2013 (Assessee's Appeal), and ITA 
No.2944/Ahd/2011 and 2563/Ahd/2012(Department's 
Appeal) compiled on pages 39 to 49 of the compilation order. 

 
In this background, ld. Authorized Representative submitted that 

every member have constructed bunglow through assessee Ralson 

Infrastructure Pvt. Ltd.  He pointed out that in case of Narayan 

Realty Ltd (supra) there is a reference to decision of Co-ordinate 

Bench of the Tribunal in the case of Satsang Developers ( ITA No. 
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1011, 2498 and 1221 of 2012, order dated 12.11.2013) on this issue 

of deduction u/s. 80IB(10) of the Act, wherein on similar facts and 

circumstances, it was held that assessee is entitled to deduction 

u/s.80IB(10) of the Act. 

 
63. On the issue of deduction u/s.80IB(10), the stand of ld. 

Departmental Representative that the decisions of Radhe Developers 

(supra) as well as ITAT decision in Narayan Realty (supra) the land 

was owned by the developers, plan was approved prior to the 

development agreement entered into by the assessee, plan for the 

project was prepared by Karan Association and got the approval of 

the project in his name. He also pointed out that the affidavits filed 

by the members show that the allotments of land were also given by 

Karan Association only.  He also referred to statement of Ravi R. 

Varma on page 174 and 175 of compilation wherein Ravi R. Varma 

had stated that for work of management society is paying 

commission @ 20%.  He stated that individual member entered into 

agreement for construction of bungalows and as such it shows that 

the assessee is a construction-contractor and assessee had developed 

the land by 63 agreements for each bungalow and as such not 

complied with the condition of one acre land prescribed in section 

80IB(10) of the Act.  Ld. D.R. also raised the issue that he wanted to 

file Cross Objection in the case of Ralson Infrastructure Pvt. Ltd. and 
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referred to para 6 and 6.1 of CIT(A)'s order wherein CIT(A) has 

decided the issue regarding cash seized at the time of search and in 

para 6.1 the finding of CIT(A) in para 6.1 where the issue of double 

taxation of cash seized has been discussed and the CIT(A) has 

accepted assessee's contention and gave the finding that "since in the 

case of Ravi Varma and Mahesh Varma, he held that seized cash 

represent their unaccounted income. So, Assessing Officer was 

directed to delete the same in the hands of Ralson Infrastructure.  

According to us, raising of Cross Objections after 5 years is 

misconceived and according to him cash seized to be confirmed in the 

hands of the company and addition made in the hands of Individual 

requires to be deleted. The company has already pointed out that 

cash belong to it, as advances were received in the form of cash from 

the members of the company.  So, the question of raising Cross 

Objection at this stage is misconceived.   Without prejudice to above 

in facts and circumstances, we are of the view that cash represents 

unaccounted income of the Ralson Infrastructure Pvt. Ltd. found with 

individual members Mahesh Varma and Ravi Varma as discussed 

above. 

 
64. Coming to the merit of 80IB(10), the main objection of ld. D.R. 

has been that important document viz. copy of Memorandum of 

Understanding dated 20.11.2014 was executed between M/s. Karan 
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Association and the assessee, viz. Ralson Infrastructure Pvt. Ltd. was 

not taken into consideration by the Department because the assessee 

came into picture only after the plans put up for approval and 

development agreement was entered into subsequently by the 

assessee with the society.  We find that plan was prepared by the 

developer and all the costs for preparation and approval of the same 

was incurred by the developer. There is nothing on record to suggest 

that society himself has done the same.  The statement of facts filed 

before the CIT(A), wherein it was stated that date of approval of the 

local authority two dates were mentioned viz. 02.08.2005 and 

13.04.2006 which were subsequent to the date of MOU dated 

20.11.2004.  The society was the owner of land, therefore, plans were 

in the name of the society.  The Association i.e. NTC undertook to 

enroll only such members as recommended by the developer and 

allotment of bungalow and flats will be strictly as per the instruction 

of the developer only i.e. assessee.  The Association could not enroll 

member or give allotment or possession of any unit to any member 

directly without prior permission of the developer.  The bills for 

building material purchased were in the name of society.  In this 

regard, the stand of assessee has been that in the development 

agreement para 6 on page 37 of compilation of paper book, the 

obligation of the developer i.e. the developer shall purchase all the 

construction material and required fittings and shall make the 
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payment to the suppliers.  Regarding funds provided by the 

members, attention was drawn to page 25 and 26 of CIT(A)'s order 

wherein copy of bank statement of Karan Association was reproduced 

by the CIT(A).  From that bank statement he pointed out that Rs.10 

lacs were provided by the assessee Ralson Infrastructure to the NTC 

for purchase of land on 11.8.2004.   The amount of Rs.5 lacs given by 

Ralson Infrastructure to NTC on 12.01.2004 and another Rs.5 lacs 

were provided by the assessee Ralson Infrastructure to NTC on 

12.6.2004 and thus, the finance required by the society/NTC was 

provided by the assessee developer.  In the statement of Ravi Varma, 

he has stated that for the work of management the society spend 

commission of 20% as per development agreement all profits or loss 

is of the assessee company, and as such, the payment of commission 

@ 20% as stated by Ravi Varma was required to be verified from the 

same. It was not as remuneration for developing the property.  The 

arguments raised by the CIT(A) regarding 63 agreements entered into 

for land area for each bungalow as allotted by the NTC.  In this 

regard, we are of the view that project as what has to be looked into 

which fulfill all conditions laid down in provision of Section 80IB(10) 

of the Act as discussed above.  In view of above, Assessing Officer is 

directed to allow the deduction to Ralson Infrastructure Pvt. Ltd. for 

A.Y. u/s.80IB(10) of the Act.  This take care of all years of individual 

assessees and Ralson Infrastructure Pvt. Ltd. 
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65. In the case of the three HUFs the action of the Assessing Officer 

in treating the income of Rs. 20 lakh each on protective basis has 

been disputed.  Brief facts of the case are that a search action under 

section 132 of the Income-tax Act was carried out in the group cases 

of Swagat group including the appellant on 10/5/2006.  The 

assessees, Shri Ravi R Varma, Rajni R Varma and Mahesh R Varma 

are brothers. During the course of search, at the residential premises 

of Hariom Tower, Law Garden, Ahmedabad, certain loose papers and 

diaries were found and seized. These papers were found in the case of 

Shri Mahesh Varma who is the key person of the group. The seized 

diary indicated certain entries in respect of the land at Thaltej — 147 

Bhavesh Kurriar Chandulal.  As per this, all the assessees together 

have received total amount of Rs.2,36,11,000/-against the sale of the 

land at Thaltej.  Out of this, Rs.25 lakh was received by cheque. 

When confronted, the appellants replied that the land at Thaltej was 

inherited and during the year 2005-2006 it was decided to sell the 

same to one Mr Bhavesh Kumar Chandulal. Certain amounts were 

received from him against the sale of the property. He wanted the 

properties to be developed in a particular manner which could not be 

done by the appellants due to the restrictions, therefore, the property 

was not sold to him.  For this purpose the amount of Rs. 60 Lacs was 

forfeited and Rs.20 lakh was offered for taxation by each of the HUFs 

in their return of income. However, the AO did not accept the 
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contention of the appellant and made the addition of 

Rs.1,76,11,000/- being the amount of Rs.2,36,11,000/- minus Rs. 

25 lakh received by cheque minus Rs. 60 Lacs declared by the 

appellants.  According to Assessing Officer, this amount of 

Rs.1,76,11,000/- is required to be taxed equally in the individual 

hands of the following 6 persons: 

1. Mahesh R Varma  Rs.29,35,166 
2. Ravi R Varma   Rs.29,35,166 
3. Rajni R Varma   Rs.29,35,166 
4. Mrs. Sheetal R Varma Rs.29,35,166 
5. Mrs. Madhvi Varma  Rs.29,35,166 
6. Mrs. Shyamali Varma Rs.29,35,166 
 
In other words, the addition of Rs.29,35,166/- was made by the 

Assessing Officer  in the hands of each of the three brothers and their 

wives on the ground that the property in question is held jointly in 

their names. All the members have challenged this addition. 

 
66. The amount of Rs.60 Lacs shown as forfeited against the sale of 

the Thaltej land was distributed by the 3 HUFs of Mahesh R Varma, 

Ravi R Varma and Rajni R Varma equally, i.e., Rs. 20 Lacs each. This 

income of Rs.20 lakh was shown in the respective returns of the 

HUF. However, the Assessing Officer did not accept that the land 

belongs to the HUFs and therefore, held that the amount of Rs.60 

Lacs should also be distributed equally among the six family 

members as mentioned above i.e. three brothers and their wives in 

equal proportion. He accordingly made addition of Rs.10 lakh each 
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on account of the share of income on account of forfeiture of Rs.60 

Lacs against the sale of Thaltej land. This addition of Rs.10 lakh is 

also challenged by each appellant. In the hands of the 3 HUFs as the 

income of Rs.20 lakhs each was shown in their returns, the 

Assessing Officer assessed that income in their hands on protective 

basis. Since this ground is common in the case of all the appellants, 

for the sake of convenience all the appeals are being decided by this 

common order. 

 
67. As regards ground number one, the assessee had not submitted 

any reasons as to how the assessment order passed by the Assessing 

Officer was void. In the absence of any arguments or written 

submissions, the first ground of appeal was dismissed.  In facts and 

circumstances and in absence of any argument or written 

submission, we uphold the order of CIT(A) on issue. 

 
68. The second ground is regarding the addition of Rs.29,35,166/- 

on the basis of seized loose paper number-3 of Annexure A-l and 

Rs.10 Lacs towards the sale of the block of land bearing survey No. 

150 at Thaltej. The relevant discussion of the Assessing Officer on 

this point in the case of Mahesh Varma is reproduced as under: 

"Annexure A-1 (Topcef Diary): 
 
6.1 This diary was seized from the brief-case of Shri Mahesh 
Varma, the assessee. 
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6.2 Page no.3 contains the accounts of money transaction with 
reference to land at Thaltej and it is titled as such. For the sake 
of convenience, it is marked as Table-1, which 
is as under:  

Table-1 

 
"Thaltej- 147 Bhavesh Kumar Chandulal" 

         Cr.                Dr.    

Amount Particulars Amount Particulars 

1,51,000 
 
13.08.05 
 

11,000 
 
Kanchi Koti Education 
Donation 

50,00,000 18.08.05 20,00,000 1 8.08.05 Sukhdevbhai 

45,50,000 26.08. 05 25,00,000 18.05.05 Vaghji 

2,99,000  5,00,000 Ashok Jijaji 

11,11,000 24.10.05  27.10.05 10,00,000 20.08.05 Sukhdev 

1,11,11,000  5,00,000 28.08.05 Mukeshbhai 

25,00,000 Cheque from 5,00,000 31. 08.05 Kikabhai     

1,36,11,000  5,00,000 Mukeshbhai 

1,34,11,000  25,00,000 26.08.06 Vaghjibhai 20+5 

2,00,000  5,00,000 Ashokbhai for B.No.29 

 
 

 
 

5,00,000 
 
06.11. 05      Vaghjibhai 
Sunday 

  3,00,000 01.11.05   Rajni   ne   diwali   
no divase 

  1,00,000 03.11.05 R.N. Bank Deposit 

 
 

 
 

5,00,000 09.11.05   Office   credit   
against K. G. cheque 

 
 

 
 

15,00,000 
 
19.09.05 given Baldevbhai 
from Khushalbhai   
21-27.09.05 8+2+5=15 

  1,34,11,000  

            
6.3 The accounts in the lower side of page no.3 which goes upto 
page no.4 is having details of receipt of Rs.1.25 crores  and its 
subsequent application.  For the sake of convenience, it is 
marked as Table-2, which is reproduced below:  
 
Table-2                                                                                                                        

                                                            
Amount Particulars - Amount Particulars 

02/ 
 

C.F. Balance 
 

15/00 
 

Paresh   Panchyo   from   
Kamal 8.12.05 

50/ 
 

07. 12.05 Wednesday 
Bhaveshbhai 

5/00 
 

Paresr   17.12.5   Barobar  
from Bhavesh 
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15/00 
 

Paresh Panchiyo today  
17. 12.05 

25/ 
 

08.12.05 } Thursday 
received 
 

30/00 
 

Khushalbhai      Ghuma       
from Ravibhai 12. 12.05 No  
Roj Office 

40/ 
 

12.1 2.05] Monday 
12.12.05 
 

2/00 
 

M.    Khushalbhai    for    
Ghuma (Home)  Ravi Dtd.   
21.12.05 No Roj Office. 

5/ 
 

14.12.05  } 
Wednesday } Thaltej 

2/00 
 

To   Khushalbhai   Ghuma   
Ravi Office 25. 1 2. 05 Sunday 

5/ 
 

17.12.05 } Saturday 
 } Thaltel 

10/00 
 

To Paresh against H. S. 
Cheque 

125/00 
 

30.01.06 
Bhaveshkumar 

25/00 
 

Balaji  Corporation  against 
K.G. cheque Kamal Marvadi 

 
 

 
 

4/00 
 

Given the   Ghuma   from  
office 18.01:06 

 
6.5.1 The assessee has accepted that the transaction contain in 
page no.3 marked as Table-1 in this order are pertaining to sale 
of land at Thaltej belongs to assessee. He agreed for the amount 
of Rs.60,00,000/- mentioned therein are for the sale of land at 
Thaltej. Now the question is what the other amount represents. 
The assessee is silent regarding the nature of other amounts 
except one cheque amount. The assessee's explanation that other 
entries-are noting and jottings made-by office personnel to keep 
control over cash inflow and outflow is without any merit. First of 
all, there is no single entry of Rs. Sixty Lacs neither the totaling 
of two or more entries in this account coming to Rs.60,00,000/-. 
If the entries are made by employees of group concerns then 
these are more reliable because no employee will make any 
account in haphazard manner and submit it to his employer. The 
importance of the diary can be imagined from the fact that it was 
found in the brief-case of Shri Mahesh Varma, who is the key 
person the group.   The heading of this page clearly shows that it 
belongs to Thaltej Land, survey no. 147 and the amounts are 
received from Bhaveshkumar Chandulal.   The assessee did not 
disclose the identity and address of Bhaveshkumar Chandulal.  
Therefore, the explanation of assessee that only Rs.60,00,000/- 
received out of the transaction of land at Thaltej is not 
convincing.  Moreover, on the right hand side, there is an explicit 
detail where the fund was going out. As per this, an amount of 
Rs. 1,34,11,000/- was distributed / paid by the assessee and the 
remaining balance of Rs.2,00,000/- is being carried forward. As 
per this account, the assessee received amount of 
Rs.1,11,11,000/- in cash from 13.08.2005 to 27.10.2005, 
therefore, the whole amount is treated as income of the assessee 
for the year under consideration. 
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6.5.2 The lower half of page no.3 and upper side of page no.4 
(Table-2) are written in coded form, they refer to various receipts 
of different period and its application. The receipts entries are 
dated from 07.12.2005 to 30.01.2006. The accounts appeared to 
be in continuation of account in upper part of page no.3, as the 
amount of. Rs.2,00,000/- is shown as carry forward balance, 
which matches with the balance cash in hand amount in upper 
part of page no.3. Moreover, the name of Bhaveshkumar is also 
clearly mentioned against some of the entries as well as against 
the consolidated amount received in cash. Therefore, it is 
pertaining to land transaction at Thaltej. The right hand side is 
having the amounts given and name of persons receiving the 
amount, the names are Paresh Panchyo and Khushalbhai. 
Ghuma is also mentioned in some of the entries, These names 
are found in page no.1 of the diary regarding payment of Ghuma 
Land, so it is conclusively inferred from Table-1 & Table-2 that 
the amount received from sale of Thaltej Land is being utilized 
partly for the purpose of.purchase of Ghuma Land. There is no 
force in the argument of the assessee that the credit side noting 
indicates member collection of Hariom Villa Scheme. The 
assessee is not able to produce any evidence, whereas its diary 
neither gave unbroken and uninterrupted form of account of 
transaction of land nor recorded in the books. Therefore, the 
same is to be believed. The name appearing in the debit side is 
the persons from whom / through whom the Ghuma Land has 
been acquired. Therefore, the explanation of the assessee that 
this represents expenses of Ghuma Land is correct. As per Table-
2 (lower part of page no.3, Annexure A-1) the total of 
Rs.1,25,00,000/- has been received by the assessee. Therefore, 
the total consideration received of this land as discussed above is 
Rs.2,36,11,000/- (Rs.1,11,11,000/- Plus Rs.1,25,00,000/-). The 
assessee tried to attribute the receipts in the table 2, as members 
collection of Hariom Villa, scheme at Ghuma. The assessee's 
contention is not tenable. As discussed above, Table no.2 is in 
continuation of Table NO.1. The closing balance of Rs.2,00,000/- 
shown in Table no.1 (Rs. 1,36,11,000/- less Rs.1,34,11,000/-) 
stands duly brought forward in Table No. 2 and therefore the 
amount of Rs.1,25,00,000/- received as per Table No.2 is nothing 
but amount received on sale of Land. The assessee has declared 
amount of Rs.60,00,000/- out of this consideration, therefore, 
the balance amount of Rs.1,76,11,000/- is required to be treated 
as cash received on sale of Thaltej Land.  
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6.5.3  It is necessary to mention here that Mahesh Varma, 
HUF has shown of Rs.20,00,000/- as other income in the 
A.Y.2006-2007. The assessee was asked to explain the nature 
and source of this income. In response to this, it was stated that 
during the year the land at survey no. 147 of Thaltej Village was 
agreed to be sold. For this, consideration of Rs.60,00,000/- was 
received. But the deal could not be finalized due to sane dispute 
therefore, the amount received was forfeited. This amount was 
shown as income amounting to Rs.20,00,000/- each in the case 
of three HUFs of assessee group viz. Mahesh Varma, HUF, Ravi 
Varma, HUF and Rajni Varma, HUF. The return of income for 
A.Y.2006-2007 in the cases of HUFs has been submitted in the 
month of December, 2008 in response to notice U/s 153C. No 
return Of HUFs has been submitted U/s 139. It was observed 
that the said land does not belong to HUFs of assessee family, 
but it is in the names of Mahesh R. Varma, Ravi R. Varma, Rajni 
R. Varma and their spouses. Therefore, the consideration should 
have been declared in individual cases and not in the cases of 
HUFs. This argument further get support from the fact that part 
of the land was sold in next year, which has been declared in the 
individual returns of family members. 
 
6.5.4  In view of above facts, the cash consideration of  
Rs.1,76,11,000/-requires to be taxed in the hands of – 
 
1. Mahesh R Varma  Rs.29,35,166 
2. Ravi R Varma   Rs.29,35,166 
3. Rajni R Varma   Rs.29,35,166 
4. Mrs. Sheetal R Varma Rs.29,35,166 
5. Mrs. Madhvi Varma  Rs.29,35,166 
6. Mrs. Shyamali Varma Rs.29,35,166 
 
Accordingly an amount of Rs.29,35,166/- is added in the hand of 
the assessee as unaccounted cash consideration received on sale 
of Thaltej Land. Penalty proceedings U/s 271(1)(c) of the Act are 
also initiated separately. 

            
             (Addition of Rs.29,35,166/-)" 

69. The assessee’s contention on this addition is reproduced as 

under: 

"During the course of the search the Department had seized loose 
paper No. 3 marked in Annexure A-1 found from the premises of 
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Mr. Mahesh R. Verma. The learned Assessing Officer proceeded 
to make an addition of Rs. 39,35,166 for the alleged notings and 
jottings made in the said loose paper. The copy of the said loose 
paper is enclosed herewith vide Annexure - 1 for your ready 
reference.  
 
1. On perusal of the said loose paper No. 3, it is submitted 
that the top portion of notings made on loose paper pertains to 
the proposed sale of land at Thaltej bearing Survey No. 147 and 
the bottom portion of the notings is with reference to the land at 
Guma being developed by Ralson Infrastructure Pvt. Limited. 
With reference to the proposed sale of land at Thaltej, the 
appellant submits as under: 
 
3.1 The top portion of the said loose paper contains the heading 
Thaltej - 147 Bhavesh kumar Chandulal. The notings for which 
the said loose paper No. 3 was found pertains to the block of land 
bearing survey No. 147 which was acquired by the different 
family members of the appellant through inheritance. 
Accordingly, the said land belongs to the HUFs of Mahesh R: 
Verma, Rajni R. Verma and Ravi R. Verma. The documentary 
evidence being the entry in the records of rights "Gram na 
Namuna- Form no-6" in this regard is enclosed herewith vide 
Annexure - No. 2 to substantiate the fact that the land in 
question belongs to the HUFs is enclosed here with for your 
ready reference. Since the ownership of the land belongs to the 
HUFs of Mahesh R. Verma, Rajni R. Verma and Ravi R. Verma, 
any profit/gain arising on the transfer of the said land, was 
required to be taxed in the hands of the HUFs and not in the 
hands of the individuals as done by the Assessing Officer. 
Accordingly the entire addition made by the Assessing Officer is 
without jurisdiction and requires to be quashed. 
 
3.2 The appellant during the course of assessment proceedings 
also submitted the fact that the loose papers vis-a-vis the notings 
which were being referred by the Assessing Officer mentioned a 
notings of Rs. 25,00,000 being transacted through the banking 
channel and which was in the name of Kishore Corporation. Mr. 
Mahesh Verma is a coparcener in Kishore Corporation. The 
receipt and payment of the cheque in the name of Kishore 
Corporation proves the fact that the said block of land belongs to 
the HUFs and not to the appellant. Accordingly the notings for 
the land in question is explained to have been belonging to the 
HUFs and not the individuals. 
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3.3 It is submitted that the controversy regarding the taxability of 
the income either to be taxed in the hands of individuals or HUFs 
has arisen because of the non-mentioning of the same in the said 
loose paper as referred by the Assessing Officer. The Assessing 
Officer has completely failed to appreciate the inference that was 
available in the said loose paper being the entry recorded in the 
books of Kishore Corporation - HUF entity, to arrive at the proper 
conclusion rather than giving the findings that it belongs to the 
appellant on the incorrect assumption, surmises and 
conjectures. 
 
2. WITHOUT PREJUDICE to the above contention that the land 
bearing survey No 147 & 150 situated at thaltej were received by 
the family members of the appellant through inheritance. 
Accordingly the said land belonged to the HUF of the appellant. 
Somewhere in the month of August 2005, the HUF of the 
appellant were planning to sell these land i.e. Survey NO 147 & 
150 and during this course, the amount received by the 
appellant was noted under the account of Bhavesh Chandulal 
Shah. The land bearing survey no 150 subsequently was brought 
under the limits of AUDA region. The purchaser had demanded 
the HUF's of the appellant to convert the said agricultural land 
(bearing survey no 150) to non-agricultural land. Since it was not 
possible to convert the said agricultural land into non-
agricultural land owing to statutory restriction, the said deal 
could not go through and failed to materialized. It was also 
pointed out to the purchaser that it was not the responsibility of 
the appellant to get such conversion and the same was required 
to be done by the purchasing party. Consequently the amount 
received under the account ofBhavesh Chandulal Shah was liable 
to return back as the deal could not be finalised. The assessing 
officer has also accepted the fact that this transaction did not 
materialse. 
 
The action taken by the Assessing Officer in taxing the said 
amount is void and erroneous, since the entire amount was 
received towards capital asset, the same was required to be 
treated as capital receipt, not falling under the ambit of income 
tax. 
 
However, since at the time of cancellation of the deal the three 
HUFs forfeited the money and were being left with a cash of Rs. 
60,00,000 which was shown equally in the return of Income of 
the HUFs. 
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4.1 The observation of the Assessing Officer that the amount 
offered by the HUFs of Rs 60,00,000 in their return of income 
had no base with the said loose paper is incorrect and erroneous 
as much as the fact when considered that the notings in the said 
ledger account are the inflows .and outflows of the cash, there 
was no sum other than Rs. 2,00,000 which could be brought 
under the tax since the total inflows noted in the said account 
was Rs. 1,36,11,000 and the total outflow was Rs. 1,34,11,000. 
 
4.2 The fact that the amount received by the appellant of Rs. 
1,36,11,000 could not be taxed is proved by the fact the land at 
survey No 147 at Thaltej was sold in subsequent assessment 
year. This fact is also mentioned by the Assessing Officer in his 
assessment order. Accordingly, the addition made by the 
Assessing Officer by assuming that the money has been received 
towards the sale of land is factually incorrect since the said land 
was sold in subsequent assessment year to Chandrakant K . 
Shah. Hence the addition made by the Assessing Officer is 
without examining the fact of the case and arriving at an false 
conclusion. 
 
4.3 Once the Assessing Officer believes that the amount which 
was received by the appellant towards the-sale of land at Thaltej, 
there was no point in not recognizing the fact that the said 
amount was also paid back on the instruction of Bhaveshkumar 
Chandulal Shah noted in the same account and in the same 
loose papers. The Assessing Officer cannot be expected to treat 
that part of the other part of the loose paper which is 
advantageous to him and disregard the other loose paper which 
is noted in the same account. The seized paper has to be read as 
a whole and two different interpretations are not possible to be 
given to the various figures mentioned in the same document. 
Reliance in this regard i's placed, on the following decisions:  
 
(i) Dhanvarsha Builders and Developers Pvt. Ltd.. Vs. DCIT 

102 ITD 375 (Pune). 
 

“…… 
It cannot be read only to the extent it is advantageous to the 
revenue and not read when it becomes disadvantageous to 
the revenue. It is an accepted principle of interpretation of 
documents that they should be read as a whole, as persons 
of common prudence will read them. They cannot be read in 
bits and parts to suit the convenience of one party or the 
other. 
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(II) Nem Chand Daga v. Assistant Commissioner of Income-tax 

[2005] 1 SOT 515 (DELHI) 
 

Held 
Section 69, read with section 158BC, of the Income-tax Act, 
1961 - Unexplained investments - Pursuant to search and 
seizure action, Assessing Officer completed block 
assessment in assessee's case, determining undisclosed 
income on basis of certain loose sheets found and 
explanations made by assessee and others involved - 
Whether entries found on loose papers can have any 
authenticity or evidentiary value in itself - Held, no -
Whether where assessee .claimed that he did not receive 
any money and opposite party concerned also confirmed 
assessee's version, Assessing Officer could give any 
significance to scribbling in loose sheets - Held, no - 
Whether when a material seized has to be relied upon, 
entire content appearing on it should be considered and 
department cannot ignore some of entries which do not suit 
it and accept other - Held, yes –  Whether where assessee 
had offered an undisclosed income up to 31-3-1996,  which 
was available for rotation in undisclosed activities,   
undertaken  from   1-4-1996,   it   could be   said   that 
assessee had successfully explained opening capital balance 
in said undisclosed business activities - Held, yes - Whether 
in view of above, addition made in aforesaid cases had to be 
deleted. -   Held,  yes 

(iii) Assistant Commissioner of Income-tax v. Omprakash & Co.- 
[2004] 2 SOT 1 (MUM.) 

 
Held 
"...............Whether Assessing Officer could not make 
additions to assessee's total income on basis of papers 
seized in course of search by picking up certain figures and 
ignoring others at his own convenience without giving a 
reasonable opportunity to assessee -Held, yes 

 
4.4 Mr. Mahesh Verma in the course of assessment proceedings 
on 26th December, 2008 confirmed before the Assessing Officer 
in the form of statement that the appellant along with other two 
HUFs had earned a sum of Rs. 60,00,000 towards the proposed 
sale of land at Thaltej which never got materialized. In this 
connection it is also submitted that the Assessing Officer has not 
rebutted to the statement recorded before him in the course of 
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the assessment proceedings which would mean that there was no 
irregularity regarding the explanation given and the Assessing 
Officer is deemed to have accepted the said explanation. The 
extract of the statement is reproduced hereunder: 
 
Q/A No Particulars 

Question - 9 page No. 3 of Diary Annexure A-1 seized from your 
residence during the course of search operation contains 
the details of receipts from the sale proceeds of land at 
Thaltej to one Shri Bhavesh Chandulal. As per the details 
you have received the amount ofRs. 1,36,11,000. In the 
other part in the right hand side of the page, there is 
application of this money. In lower portion of page 3, 
there is further receipt of amount of Rs. 1,25,00,000 
from the sale of this land. Please explain where in the 
books of account the transactions is reflected. 

Answer - 9 upper portion of the page No. 3 contains the noting of 
receipt for land  at  Thaltej,   which  belongs   to  three  
HUFs  namely, Mahesh, Rajni and Ravi and also receipts 
of the amount which were earlier given to others.  Out of 
the total amount of Rs.1,36,11,000 amount of Rs. 
25,00,000 received by cheque and recorded in the books 
of Kishore Corporation as loan from Rameshbhai 
Meghjibhai Patel. Out of the remaining amount Rs. 
60,00,000 were received towards agreed sale of Thaltej 
land from Bhavesh Chandulal. The said transactions was 
cancelled thereafter and amount of Rs. 60,00,000 
forfeited and offered as income by the three HUFs in the 
return.for assessment year 2006-07. Thus the total 
receipts are fully explained as above. The'lower portion of 
the page contained to transaction regarding the scheme 
mainly Hari Om Villa developed by RIPL. The credit 
represents the amount received from the members of this 
scheme and debit contains the payment for acquisition of 
land for this scheme. The credit side being the nature of 
income, whereas the debit side represents the 
expenditure for the scheme. Thus, there is no income 
earned from this transactions. Though, it is not recorded 
in the books of account at the time of search and even 
thereafter because of non-availability of seized material 
while filing the rettirn of income, the transactions are 
belonging to land at Ghuma. 

 
5.        Thus the summary of the argument is that 
 
(a)  The land in question belongs to  the HUF and accordingly 

the addition made by the Assessing Officer is without 
jurisdiction; 
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(b) The Assessing Officer while making the addition had given 
the credit of Rs, 25,00,000 received in the hands of Kishore 
Corporation being an HUF entity and simultaneously 
proceeded to make an addition of Rs. 1,11,10,000 
(1,36,11,000 - 25,00,000) in the hands of the individual. 
Thus on the one hand the Assessing Officer accepts the 
contention that the cheque amount was received by the 
HUF and the alleged cash component was received by the 
individuals. The findings itself speaks out that the entire 
addition was made by the Assessing Officer without 
application of mind and deserves to be quashed. 

 
(c)  The Assessing Officer was not justified in making the 

addition on the basis of the amount received without 
considering the fundamental fact that the said amount was 
also returned back on account of cancellation of 
transaction. 

 
(d)  The Assessing Officer has also failed to appreciate the fact 

that the land in question was sold in subsequent 
assessment year which conclusively proves that there was 
no sale in the assessment year in A.Y. 2006-07 thereby 
making the entire addition for sale of block of land void ab 
initio. 

 
(e) The Assessing Officer had also failed to take into 

consideration the statement of Mr. Mahesh R. Verma 
recorded on oath in the course of assessment proceedings 
in which he had explained the completely facts of the matter 
and accordingly the entire addition made by the Assessing 
Officer is based on addition made by the Assessing Officer is 
purely based on assumptions, surmises and conjectures. 

 
6. The lower portion of loose paper No. 3 contains the notings 
with reference to the Guma land developed by Ralson 
Infrastructure Pvt. Ltd. The said notings mention the information 
regarding the receipt and payment of the project. The appellant 
would like to bring to your kind attention that during the period 
under consideration there was only a single project of the 
appellant group which was going on and was being developed by 
Ralson Infrastructure Pvt. Limited on the said Guma land. There 
were no other schemes or project by any other enterprises of the 
appellant or its group. The said fact was also explained during 
the course of search/post search proceedings to the Authorized 
Officers of the Department. The extract from the statement 
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recorded on 26-12-2008 of Mr Mahesh R. Verma is reproduced 
here under: 
 
Q/A No Particulars 

Question - 10 the noting in this page it seems that the transaction of 
lower part is continuation of. upper part as amount is 
carried forward below. Moreover, there is name of 
Bhaveshbhai appearing in lower part from whom 
payment of Thaltej land had been received as per upper 
part 

Answer - 10 upper part contains the transaction for the Thaltej land 
as on the top of the account, the description is 
mentioned as Thaltej Jamin. From this transaction the 
balance of Rs. 2.00 lacs is surplus, which is mentioned 
in the lower part of account under the head 'Ghuma 
Land'. As mentioned above, the credit side of this 
account is receipt from the members for the said scheme 
namely Hariom Villa: As the debit side of the same 
account represents the expenditure for the Ghuma Land 
no income/surplus arise to RIPL 

 
7. The Assessing Officer in his assessment order has 
considered the.entire loose paper No. 3 as pertaining to the land 
at Thaltej by merely considering the fact that the closing balance 
mentioned on the top of loose paper No. 3 is brought down and 
thereby holding that the entire notings on loose paper No. 3 
pertains to the sale of land at Thaltej without going into the facts 
and nature of the loose paper. Further, the Assessing Officer in 
his assessment order has nowhere rebutted the statement given 
by Mahesh R. Verma visa-vis the facts of the case. Under such 
circumstances the addition made by the Assessing Officer of Rs. 
1,25,00,000 towards the said portion of the loose paper No. 3 is 
void and requires to be deleted. 
 
8. Without prejudice to the above  contention even  if the 
observation of the Assessing Officer for once considered that the 
bottom part of the loose paper is continuation of sale of land at 
Thaltej then under that circumstances also the addition of Rs. 
1,25,00,000 is void on the ground that – 
 
(a) Once the Assessing Officer concludes that this portion of 

loose paper is the continuation of sale of land at Thaltej, the 
same ought to have been taxed in the hands of the HUFs 
and not in the capacity of the individuals; 

 
(b) The notings made for that portion of loose paper are the 

inflows and outflows of land sold at Thaltej which ultimately 
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did not materialize and accordingly the Assessing Officer 
was not justified in making the addition of Rs 1,25,00,000 

 
(c) The Assessing Officer was not justified in making the 

addition on the basis of the amount received without 
considering the fundamental fact that the said amount was 
also returned back on account of cancellation of 
transaction. 

 
(d)  When considered that the bottom part if continuation of the 

upper part, the Assessing Officer has also failed to 
appreciate the fact that the land in question  was sold in 
subsequent assessment year which-conclusively proves that 
there was no sale in the assessment year in A.Y. 2006-07 
thereby making the entire addition for sale of block of land 
void ab intio. 

 
9. Considering the entire facts of the case the Assessing Officer 
was not justified in making the addition of Rs 39,35,166 in the 
case of appellant which could best be Rs 2,00,000 (and too only 
1/6th part) when considered total inflows and outflows. The 
action was also justified when considered the said block of land 
was sold to Chandrakant Keshavji Shah in subsequent 
assessment year. Lastly, the appellant would also like to submit 
that even on the basis of the theory of circulation of funds the 
shortfall of fund as on the particular date also does not exceed 
Rs. 60,00,000 which is offered by the HUFs in their return of 
income. 
 
10. Accordingly the entire notings, as referred in loose paper 
No.3 are covered by the amount offered in the return of the HUFs 
and accordingly the addition made by the Assessing Officer 
deserves to be deleted.  Hence the addition made by the 
Assessing Officer be deleted. 
 

 
70. During the course of appellate proceedings, Authorized 

Representative was asked to state about the present status of the 

Thaltej land bearing survey number 147 and 150 and also the status 

of the cheque of Rs.25 lakh received by the appellant against the sale 
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of the said land. Such further submissions were submitted by the 

assessee as under:  

"1. Regarding addition of Rs.29.35 lakh and of 10 lakh 

1.1 The A.O. has referred to page No.3 of Annexure A-1 seized 
from Mahesh Varma and stated that it contains account of 
money transactions with reference.to Taltej land. He has 
reproduced the details of said page. He has also referred to 
assessee's explanation. It is noted by .him that out of the total 
notings of Rs.136.11 lakh, Rs.25 lakh was by cheque and 
recorded in the books. The amount of Rs.60 lakh was retained 
which was from the proposed sale proceeds of Taltej land and for 
which transaction was not materialized. It was stated that the 
amount of Rs.20 lakh each has been shown in the cases of HUF 
of three brothers i.e. Mahesh Varma, Rajini Varma and Ravi 
Varma. The assessee's explanation is reproduced on page 3 and 
4 of the assessment order. The A.O. has further stated that the 
second part of the said loose paper (lower part) was explained to 
be in respect of Ghuma land which was being'developed by the 
group company Ralson Infrastructure Pvt. Ltd. and it contains 
the notings relating to income and expenditure of the project i.e. 
credit side representing collection received and the debit side 
expenditure towards project out of the collection so received. 
 
2. The appellant submits that the addition has been made on 
presumption basis merely on the basis of a loose paper found 
from Maheshbhai. The appellant submits that the fist part of the 
loose paper is the account of Taltej land (Bhavesh Chandulal). 
There was a proposed sale of land at Taltej. As explained to the 
A.O. the appellant was holding land at Taltej being survey No.150 
and 147. As explained before the A.O., the appellant and his 
three brothers in their capacity as HUF of respective brothers 
held land at Taltej comprising of two survey numbers being 
Survey No.147 and Survey No.150.   It was decided to sell the 
entire land of these two survey numbers to Bhavesh Chandulal. 
The area of land was as under:  
 

Survey No.   Sq. Mtr.                    Sq. Yds. 
147     17503                      20933.59 
150       3237                  3871.45  

Total        20740                      24805.04 
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The land of survey number 150 was held by forefathers under 
the Ganothara and was relating to new tenure. 
 
Bhavesh Chandulal was not making payment of the entire 
consideration and was insisting that the appellant and his three 
brother should get the plans for both the survey numbers 
approved and get the land'converted into NA. The appellant had 
clarified that the land was agreed to be sold as it is i.e., 
agricultural land. In fact after this agreement with Bhavesh 
Chandulal, ADDA put up TP Scheme and that therefore, part of 
these lands was allocated to zone 3 and that, therefore, Bhavesh 
Chandulal was not interested in taking the land as it is. 
Ultimately the deal was not materialized and cancelled, as the 
appellant was not at all responsible for getting the permission for 
which Bhavesh Chandulal was insisting. As a result, the 
appellant had to return ba;ck the amount received from Bhavesh 
Chandulal. The appellant retained Rs.60 lakh from out of the 
amount received as forfeiture and balance was paid back. 
 
As stated above, the land was received from forefathers and, 
therefore, it belonged to the HUF of 3 brothers. In this connection 
the appellant has already furnished copies of land records being 
Form No.7/12 and Hakpatrak being No.6 wherein it is recorded 
that both the lands were held by Ramlabhaya K. Varma and that 
from his name on his death on 9/3/1997 by way of inheritance 
the same was transferred to the appellant and his brothers for 
which entry was made in the land record Form No.6 on 30-4-
1997. 
 
3. The A.O. has tried to co-relate the upper portion with the 
lower part presuming that both the parts relates sale of Taltej 
land. For this purpose he has given two arguments, first is that 
Rs.2 lakh has been carried forward from upper portion to the 
lower portion and that in the lower portion also against some 
entries the name is that of Bhaveshbhai. However, he has failed 
to appreciate that the amount of Rs.2 lakh cannot be considered 
to be basis for such presumption particularly when he has 
himself stated that both the portions relate to different period. 
Further he has himself agreed to the explanation that the debits 
on the lower side might be relating to expenditure for agricultural 
Ghuma land. Once he agrees to this part of the appellant's 
explanation, there is no reason for not agreeing to the other part 
of the explanation i.e. the lower portion relates to receipts and 
payment for Ghuma Land where the project was being developed 
by Ralson Infrastructure. 
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It is also not correct to presume that the lower portion 

contains name of Bhaveshbhai and that therefore, it relates to 
Taltej land. This may be appreciated in view of the fact that the 
name in the upper portion is Bhavesh Chandulal specifically 
stated that whereas   in the lower part it is Bhaveshbhai and that 
itself suggest that a he is not the same person.                    

 
In the course of hearing it was pointed out by the appellant 

that cheque amount of Rs.25 lakh stated in seized paper is 
deposited in proprietary concern of bigger HUF viz. Kishore Corp. 
Bigger HUF had been filing their Income-tax Return where also 
Kishorre Corp. is shown as proprietary concern This may be 
appreciated from 1 copy of return of bigger HUF. 

 
4. During the course of hearing it was pointed out to your 
honour that the A.O. has rejected the explanation of the 
appellant that the land belongs to HUF for the reason that in the 
subsequent year when part of the land is sold, it is shown in the 
return of income of individuals and that therefore, he has taxed 
the amount of Rs.60 lakh as offered in HUF and further amount 
of consideration presumed by him in the hands of six persons in 
individual capacity. 
 

The appellant may, therefore, point out that in the 
subsequent year the entire land of survey number 147 and 150 
is not sold but only a part of the land at survey number 147 was 
sold. The appellant has sold 15138 sq. mtrs. of land for Rs,60 
lakh being part survey number 147 out of the total land of survey 
number 147 being 17503 sq. mtrs. to one Mr. Chandrakant 
Keshavji Shah (Gada) residing at Om Surya Apartment, Gulbai 
Tekra, Aahmedabd. For ready reference a copy of the sale 
document is attached. In this way, it is submitted that there was 
no justification for considering this land for taxation in the hands 
of .individuals and further it is submitted that only amount of 
forfeiture of Rs.60 lakh could be taxed in the hands of HUFs.  

 
5. Without prejudice to the above contentions, it is submitted 
that it is a fact that the amount .as per seized paper was received 
towards agreement for sale of Taltej .land and as the land is not 
sold to the concerned party on account of cancellation of deal, 
the amount so received cannot be considered for the purpose 
taxation as income as it results into capital receipt and hence it 
is submitted that there is no reason for taxing any part of such 
amount received." 
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71. The assessee was asked to prove the existence of HUF and to 

prove that the land at Thaltej belonged to HUFs of the three brothers. 

The written submissions dtd.23/11/2010 are reproduced as under:  

 
"On behalf of the appellant, detailed submissions have been filed 
from time to time. The appellant would like to give further 
clarification as under.  
 
2. The question that arises is as to existence of bigger HUF. In 
this connection it is submitted that Khanchand L. Varma HUF 
had the proprietary concern of Kishore Corporation wherein the 
amount was received at Rs.25 lakh. The amount was arranged by 
the said party from out side and that therefore, it was credited in 
the name of the person whose cheque was received and 
ultimately deal is not materialized and cancelled as a result 
amount is return (payment is given back). 
 
The bigger HUF was filing their return of income from year to 
year.  Copies of the returns of A.Y. 2005-06, 2006-07 and 2007-
08 are furnished. 
 
3. As stated earlier, there were two pieces of land, the first was 
survey No.147 and the second was survey No. 150. The survey 
No. 150 was originally belonging to the HUF Khanchand L. 
Varma and that after his death it came to HUF of appellant's 
father Ramlabhaya K Varma. After death of Shri Ramlabhya K 
Varma on 9-3-1997, the land was transferred to his legal heirs. 
Accordingly, the land is belonging to the HUF of three brothers. It 
is submitted that as explained earlier this land being survey 
number 150 after termination of transaction with Bhavesh 
Chandulal, remained unsold and that, therefore, the forfeited 
amount is considered in the case of 3 HUFs. 
 
Land being survey No. 147 is subsequently sold. As the land at 
survey No.147 was acquired by appellant's father and it came to 
the 3 brothers on his death, it was considered as property of 3 
brothers in individual capacity and its sale was considered for 
taxation in the returns filed by three brothers in individual 
capacity ."  
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72. CIT(A) having considered the submission on behalf of assessee, 

granted relief to assessee i.e. additions were made in the hand of 

three HUF as claimed and protective additions were deleted from 

individual hand.  Before us, ld. D.R. supported the order of Assessing 

Officer while ld. Authorized Representative supported the order of 

CIT(A) and reiterated the submissions made befoe CIT(A) . 

 
73. After going through rival submissions and material on record, we 

find that the first question which arises in this case is whether the 

land at Thaltej belongs to the individuals or their HUF that is, 

Mahesh R Varma HUF, Rajni R Varma HUF and Ravi R Varma HUF. 

In order to know as to who was the owner of the Thaltej land, the ld. 

Authorized Representative was asked by CIT(A) to furnish the copies 

of purchase deeds etc to establish that the survey number 147 and 

150 are inherited by the appellants from their forefathers. After 

examining the details filed by the ld. Authorized Representative.  it is 

noticed that'the agricultural land bearing survey number 150 was 

purchased by the grandfather Shri Khanchand Varma before his 

death in 1961. Shri Khanchand Varma had three sons namely Shri 

Ramlabhaya K Varma, Ishwardas K Varma and Shri Santaram K 

Varma. Vide release deed dated 28/4/1997, Shri Santaram K Varma 

and Ishwardas K Varma released their rights in survey number 150 
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in favour of their brother Shri Ramlabhaya K Varma. The relevant 

entry has been made in the records on 30/4/1997. 

 
74. Shri Ramlabhaya K Varma had five sons namely Mukesh R 

Varma, Mahesh R Varma, Mahendra R Varma, Rajni R Varma and 

Ravi R Varma. The land bearing survey number 147 at Thaltej was 

purchased by Shri Ramlabhaya K Varma on 27/10/1988. Before his 

death on 9/3/1997 a will was made by him which was executed on 

9/1/1997.  As per this will, the movable and immovable properties of 

Shri Ramlabhaya K Varma was to be given to his legal heirs. The 

property of Thaltej land was to be equally distributed among his five 

sons namely Mukesh, Mahesh, Mahendra, Rajni and Ravi 

Varma.Vide declaration dated 14/12/2002 Shri Mukesh R Varm'a, 

Mahendra R Varma and Madhu ben R Varma daughter of 

Ramlabhaya K Varma released their rights in favour of Mahesh R 

Varma, Rajni R Varma and Ravi R Varma.  Their names were deleted 

from the records of the Talati on 1/1/2003 as per the form number 6 

— the statement of rights.  The rights of records in form number 6 of 

survey number 147 and 150 was produced before CIT(A).  The copies 

of declaration and release deeds were also filed before him.  In view of 

the above facts, it was found that the land at Thaltej bearing survey 

number 147 and 150 was never purchased by the appellants but was 
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inherited by them from their father Shri Ramlabhaya K Varma as 

discussed above. 

 
75. In support of the existence of HUF, the copies of original return 

of income for assessment year 2005 - 2006, 2006 - 2007 and 2007 - 

2008 was filed by the AR in respect of the following entities :  

1. Ramlabhaya K Varma HUF proprietor of Hariom 
Corporation engaged in the business of commission and 
finance. 

2.  Mahesh R Varma HUF 
3.  Rajni R Varma HUF and 
4.  Ravi R Varma HUF 
5. Khanchand Ladharam HUF proprietor of Kishore 

Corporation for assessment years 2005-06 filed on 
31/8/2005 and assessment year 2006-07 filed on July 
2006. 

 
From the above, it was found clear that the HUF of Shri Mahesh R 

Varma, Rajni R Varma and Ravi R Varma were in existence.  This 

reasoned finding of CIT(A) is upheld by us. 

 
76. The next question arose as to who was assessable entity in 

respect of the sale of survey number 147/150.  According to the 

Assessing Officer since the above mentioned land was standing in the 

name of the three brothers and their wives, the sale proceeds of the 

land was assessable in their individual capacity.  Another argument 

of the Assessing Officer was that the sale proceeds of the part of same 

land in subsequent years had been shown in the returns of the 

individuals namely the three brothers and their wives in equal ratio. 
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The argument of Authorized Representative was that since the land 

bearing survey number 147 and 150 was inherited land, the same 

belongs to the HUF of Mahesh R Varma, Rajni R Varma and Ravi R 

Varma and not to the individuals. At the time of appellate 

proceedings, Authorized Representative admitted that it was a 

mistake on the part of the assessees to show the sale proceeds of the 

land in subsequent years in individual hands as against in the bands 

of the HUF which does not change the legal situation on the issue 

that land in question belong to respective HUFs. 

 
77. Once the land was not sold to Bhavesh Chandulal, the person 

mentioned in the seized paper, could the cash amount received from 

him against the sale of the land, be taxed as unaccounted income of 

the seller.  As stated above, the part of the Thaltej land was agreed to 

be sold to one Bhavesh Chandulal. Against the sale of the land some 

amount was received from bim. However, the land could not be finally 

sold to him because he wanted the land to be developed in a 

particular way which was not possible as per the rules and 

regulations of AUDA. The appellant therefore, forfeited an amount of 

Rs. 60 Lacs and returned the balance amount to him. The amount of 

Rs. 60 Lacs has been shown by the three HUF of Shri Mahesh 

Varma, Rajni Varma and Ravi Varma in their return of income in 

equal proportion of Rs.20 Lacs each.  The portion of the land was 
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subsequently sold to Chandrakant K Shah on 1/2/2007, a copy of 

sale deed was also produced before CIT(A) at first appellate stage.  In 

this background, CIT(A) observed that since the sale was not finally 

made to Shri Bhavesh Chandulal, the cash amount received against 

the sale of the land could not be taxed in the hands of the seller 

particularly when the portion of same land has been sold to 

somebody else, that is, Shri Chandrakant K Shah in subsequent 

year. Therefore, the amounts received from Shri Bhavesh Chandulal 

against the sale of the Thaltej land could not be taxed unless the land 

has been finally sold to him. Since in this case, the land has not been 

sold to Shri Bhavesh Chandulal but to Shri Chandrakant K Shah, the 

amount received from Shri Bhavesh Chandulal could not be treated 

as unaccounted income of the appellants. Had the Assessing Officer 

established that the payments were made by Shri Bhavesh Chandulal 

but the land was registered in the name of Shri Chandrakant K Shah 

at the instructions of Shri Bhavesh Chandulal, then only the amount 

received from him could have been taxed in the hands of the sellers. 

It was admitted by the Assessing Officer that an amount of Rs. 25 

Lacs was received by cheque against the sale of Thaltej land. This 

amount was stated to have been received by the bigger HUF namely 

Kishore Corporation a proprietary concern of Khanchand Varma 

HUF, the grandfather of the appellants on 12/9/2005, which was 

returned back during the period 22/3/2006 to 30/3/2006. Further, 
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17,503 sq. mtr. of land of survey number 147 has been sold to Shri 

Chandrakant K Shah on 1/2/2007 for Rs. 60 Lacs. As per the sale 

deed, the cheques of Rs. 10 Lacs each has been paid to Shri Rajni R 

Varma, Mahesh R Varma, Ravi R Varma and their wives namely 

Madhvi Varma, Shyamalina Varma and Sheetal Varma by Shri 

Chandrakant K Shah. The case of the Assessing Officer was that 

since the sale proceeds of the land had been equally distributed by 

the above-mentioned six members of Varma family, the amount 

received from Bhavesh Chandulal was also required to be assessed 

among the same six members in equal proportion.  As held above 

that the land in question has been inherited by the HUF of three 

brothers, the sale proceeds of the land was taxable in the hands of 

their HUF and not in the individual capacity. The Assessing Officer 

was therefore rightly directed to assess the sale proceeds received 

from Shn Chandrakant K Shah in the hands of the Rajni R Varma 

HUF, Mahesh R Varnia HUF aiidRayi R Varma HUF in equal 

proportion. As the sale of the land could not be finally made to Shri 

Bhavesh Chandulal, the amount received from him could not be 

taxed either in the hands of HUF or individuals. However, the 

Assessing Officer was left free to investigate the actual sale proceeds 

of survey number 147 finally sold to Chandrakant K Shah on the 

basis of the entries made in the seized papers which indicates the 

cash portion of Rs.2.36 crores over and above the cheque amount of 
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Rs. 25 Lacs. He might have taken into consideration the fact that in 

the last quarter of 2005 the total sale consideration of survey number 

147 was to the tune of Rs. 2.61 crores.  This reasoned factual finding 

of CIT(A) needs no interference from our side. We uphold the same. 

 
78.  The next issue is regarding whether the entries made in both the 

tables in the seized paper represent the amount received from 

Bhavesh Chandulal or the lower table was in respect of the 

transactions in respect of another land at Ghuma which was 

developed by the group company of the appellants namely Ralson 

infrastructure Pvt Ltd. According to the Assessing Officer the 

transactions in both the tables were in continuation of the same land 

deal bearing survey number- 147 at Thaltej. Whereas, the case' of the 

appellant was that the lower table did not represent the transactions 

of Thaltej land but represents the receipt from the members of 

Hariom Villa and expenditures there, on incurred by Ralson 

infrastructure Pvt Ltd. On the perusal of the transactions, CIT(A) 

rightly agreed with the Assessing Officer that the transactions 

mentioned in both the tables are in continuation.  This was evident 

from the fact that the table number-1 referred to by the Assessing 

Officer in the assessment order represents rec&ipt of cash and 

cheque on the left side from Bhavesh Chandulal. In the right hand 

side of this table the application of the said amounts had been 
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mentioned up to November 2005. In the second table'the first entry of 

rupees 2 lacs represents the closing balance of the first table and was 

shown as carried forward balance in the second table. In the left side 

of the second table, the name of Bhavesh Chandulal was appearing 

along with the dates of amount received from him. On the right hand 

side of this second table, the application of money received from 

Bhavesh Chandulal had been mentioned for the month of December 

2005 and January 2006. Against the total of 125 (which represents 

1.25 crores), the name of Shri Bhavesh Chandulal was appearing. 

This means that in the second table total amount of Rs. 1.25 crores 

had been received from Bhavesh Chandulal.  Therefore, CIT(A) rightly 

held that the transactions in first and second table were in 

continuation.  In fact the name of Ghuma land was appearing on the 

right hand side of this table which only proves that the money 

received from Bhavesh Chandulal has been invested or utilised for 

the expenses of Ghuma property. It did not give the details of the 

members contributions or the expenditure in respect of Hariom Villa 

which was developed by Ralson infrastructure Pvt Ltd at Ghuma. 

 
79. In sum and substance, it was held that the survey number 147 

and 150 at Thaltej was owned by the HUF of Shri Rajni Varma, 

Mahesh Varma and Ravi Verma and not by the six individuals as 

held by the AO in the assessment order. The sale proceeds were 
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accordingly taxable in the hands of Rajni Varma HUF, Mahesh Varma 

HUF and Ravi Verma HUF on substantive basis. In fact the 

appellants have rightly shown the forfeiture income of Rs. 60 Lacs in 

equal proportion in the hands of the three HUF, since the land was 

not sold to Bhavesh Chandulal, the cash received from him against 

the sale of the land could nnot be taxed. The sale proceeds was 

taxable only when the land was finally sold to Shri Chandrakant K 

Shah in the hands of the three HUF in assessment year 2007-2008. 

The addition of Rs. 29,35,166 made on account of entry on the loose 

papers and addition of Rs. 10 lakh towards the sale of block of land 

bearing survey number 150 at Thaltej made in the case of the 

individual appellants was rightly directed to be deleted. The forfeiture 

income of Rs. 60 Lacs was taxable in the hands of three HUFs of 

Rajni Varma HUF, Mahesh Varma HUF and Ravi Varma HUF in 

equal proportion of Rs. 20 Lacs each on substantive basis.  

 
80. The next ground is regarding granting of an opportunity of being 

heard before granting approval to pass the order under section 153A 

read with section 143 (3) of the Income-tax Act. No written 

submissions or arguments were made by the appellant in respect of 

this ground. There is no specific provision in the act which gives a 

right to an assessee of being heard before giving approval by the joint 

Commissioner of income tax/additional Commissioner of income tax 
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to pass the order under section 153 A of the income tax act. In view 

of the decision of Kailash Moudgil, Spl Bench Delhi ITAT 248 ITR 

59(AT) this ground of the appellant is dismissed.  This reasoned 

finding of CIT(A) needs no interference from our side.  We uphold the 

same. 

 
81. In short, the income of Rs.20 lakhs each shown by assessee 

HUFs is directed to be assessed on substantive basis.  In other 

words, the appeals of the three HUFs allowed by CIT(A) are uphold by 

us.  The addition of Rs.29,35,166/- made on account of entry on the 

loose papers and addition of Rs.10 lakh towards the sale of block of 

land bearing survey number 150 at Thaltej made in the case of the 

individual appellants namely, Rajni Varma and Mahesh Varma were 

rightly directed to be deleted in these years. We uphold the same. 

 
82. In result, assessee’s appeal IT(SS)A no.96/Ahd/2011 for A.Y. 

2006-07 is partly allowed.  Revenue’s appeal in IT(SS)A 

No.190/Ahd/2011 for A.Y. 2006-07 and corresponding C.O. 

No.84/Ahd/2011 are dismissed.  Assessee’s appeal in IT(SS)A 

No.97/Ahd/2011 for A.Y. 2006-07 is allowed.  Revenue’s appeal in 

IT(SS)A No.188/Ahd/2011 and corresponding C.O. No.82/Ahd/2011 

for A.Y. 2006-07 are dismissed.  Assesee’s appeal in IT(SS)A 

No.98/Ahd/2011 for A.Y.2007-08 is allowed.  Assessee’s appeals 

IT(SS)A No.194/Ahd/2011, 195/Ahd/2011 and ITA 
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No.1481/Ahd/2011 for A.Y. 2006-07, 2007-08 and 2008-09 

respectively allowed.  Revenue’s appeal in IT(SS)A No. 189/Ahd/2011 

and corresponding C.O. No.83/Ahd/2011 for A.Y. 2006-07, 

Revenue’s appeal in IT(SS)A No. 190/Ahd/2011 and corresponding 

C.O. No.85/Ahd/2011 for A.Y. 2006-07, Revenue’s appeal in IT(SS)A 

No. 192/Ahd/2011 and corresponding C.O. No.86/Ahd/2011 for A.Y. 

2006-07 and Revenue’s appeal in IT(SS)A No. 193/Ahd/2011 and 

corresponding C.O. No.87/Ahd/2011 for A.Y. 2006-07 are dismissed. 

 
Order pronounced in the Court on  15th June 2016 at Ahmedabad. 

                                                                

                 Sd/-                                                  Sd/-        

 Manish Borad        Shailendra Kumar Yadav 
(Accountant Member)                                  (Judicial Member) 
Ahmedabad;    Dated    15/06/2016           
                                                        
                                           Order pronounced in the open court.  
                                                  Sd/-                               Sd/- 
                                                 A.M                                 J.M.                    
S. K. Sinha                                                                                                         
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