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 Both the appeals filed by the assessee are directed against 

the orders passed by Ld CIT(A), Gulbarga confirming the penalty 

levied u/s 271D and 271E of the Act. 

 

2.     We heard the parties and perused the record.  The assessee is 

running a Dall mill in the name of M/s Gurudatta Industries at 

Gulbarga.  The AO noticed that the assessee has received loans 

from M/s Gurulingappa B Kalshetty (HUF) and also repaid the 

same in part in cash in violation of provisions of sec.269SS and 

269T of the Act.  Accordingly he referred the matter to Joint 
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Commissioner of Income tax, who initiated penalty proceedings u/s 

271D and 271E of the Act. 

 

3.   Before Ld JCIT, the assessee submitted that HUF of the 

assessee is having agricultural lands and he was receiving his share 

of agricultural income every year which was credited to the account 

of Gurulingappa B Kalshetty (HUF).  During the year under 

consideration, the assessee received Rs.1,22,730/- as his share of 

agricultural income and the same is shown as cash received from 

HUF.  The assessee has claimed to have paid a sum of Rs.38,825/- 

towards agricultural expenses and debited the account of his HUF.  

It was submitted that the above said receipt and payment should 

not be considered as loan transactions in violation of sec.269SS 

and 269T of the Act.  The Ld JCIT was not convinced with the said 

explanations of the assessee and accordingly levied penalty of 

Rs.1,22,730/- u/s 271D of the Act for accepting loan in violation of 

sec.269SS of the Act.  Similarly he levied a penalty of Rs.38,835/- 

u/s 269T of the Act for repaying loan in violation of sec.269T of the 

Act.  The Ld CIT(A) also confirmed the same. 

 

4.     Before us, the Ld A.R submitted that the HUF has grown Toor 

dall in its lands and the same was supplied to the assessee, since 

the assessee is running a Dall Mill.  The Toor dall was purchased 

from the HUF to the tune of Rs.1,22,730/- on credit basis and 

hence the account of HUF was credited by that amount.  Out of the 

said running account, a sum of Rs.38,835/- was repaid.  

Accordingly he submitted that the transactions with HUF were 

purchase transactions and not loan transactions.  Accordingly he 
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submitted that the provisions of sec.269SS and 269T shall not 

apply to these transactions.  In support of this submissions, the Ld 

A.R furnished copies of cash book to show that the assessee has 

debited Purchases account with Rs.1,22,730/- 

 

5.     We heard Ld D.R and perused the record.  We notice that the 

assessee is offering new explanations before us.  The copy of cash 

book furnished by the assessee would show that the assessee has 

debited purchases account with the above said amount of 

Rs.1,22,730/- and has given corresponding credit to HUF account.  

Hence, as per the cash book, the credit of Rs.1,22,730/- made in 

the account of HUF represents purchase transaction.  Since the 

purchase transaction was entered in cash book, it has been 

reflected as Cash receipt in the account of HUF, as per the software 

program.  There should not be any dispute that the purchase 

transactions entered on credit basis would not attract the 

provisions of sec.269SS, since the same cannot be considered as 

loan transactions. 

 

6.   Since the assessee has offered new explanations before us, we 

are of the view that the issue urged in both the appeals requires 

fresh examination at the end of Ld JCIT in the light of new 

explanations.  Accordingly, we set aside the orders passed by Ld 

CIT(A) in both the appeals and restore all the issues to the file of Ld 

JCIT for examining them afresh in the light of new explanations and 

evidences furnished by the assessee. 
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7.     In the result, both the appeals of the assessee are treated as 

allowed for statistical purposes.    

  

 

 Order pronounced in the Open Court on 31st July, 2019. 

 

            Sd/-   
  (Beena Pillai)               
Judicial Member 

                           Sd/- 
               (B.R Baskaran) 
           Accountant Member 

 
Bangalore,  
Dated,    31st July, 2019.  
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