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Ad-hoc disallowance of 20% of the creditor value – Held that:- the way the 

Assessing Officer has decided this issue is really surprising because there is no 

provision in the Act to disallow 20% out of sundry creditors. If the sundry 

creditors are not genuine, the AO should have made whole of the addition 

against the assessee, but it would not allow the AO to make 20% of 

disallowance out of sundry creditors finding the rest of the amount of the 

creditors to be genuine. It appears that the AO has considered this issue with 

the eyes of disallowance of part of the expenses which may not be related to 

the business of the assessee. The way, the AO has decided this ground and 

made addition of 20% disallowance out of sundry creditors is really surprising 

and would show that the AO has not applied his mind to this issue as per law 

and the addition is purely adhoc in nature. – Decided in favor of Assessee. 

 

Addition u/s 68 of the Income Tax Act on unsecured loan taken from different 

parties – Assessee could not bring out all creditors for examination on the 

pretext of medical advice etc. – Held that:- as discussed in the cases of various 

creditors, we find that the assessee has been able to prove the 

creditworthiness of the creditors and genuineness of the transactions in 

certain cases of the creditors, for which the additions have been deleted. 

However, in other cases, the assessee failed to prove the creditworthiness of 

the creditors and genuineness of the transaction, for which the additions have 

been sustained. In the result, the appeal of the assessee is partly allowed. 
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