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आदेश/ O R D E R 
 

PER S. JAYARAMAN, ACCOUNTANT MEMBER: 

 

  The assessee filed this appeal against the order of the 

Commissioner of Income Tax (Appeals)-1, Trichy  in ITA No. 12/2013-

14/CIT(A)-1/TRY dated 03.05.2019 for assessment year 2010-11. 

 



  

 :-2-: ITA No.1919/Chny/2019 

 

2. M/s. RGS Transports, the assessee, is a firm engaged as a 

contractor for transporting cement for Madras Cement Ltd., by engaging 

lorries on hire.  While making the assessment for assessment year 

2010-11, the AO made a disallowance u/s. 40A(3) stating that it has 

incurred expenditure exceeding Rs. 20,000/- otherwise than by an A/c 

payee cheque drawn on a bank or by account payee bank draft in a 

single day.  Aggrieved, the assessee filed an appeal before the CIT(A).  

The Ld. CIT(A) dismissed the appeal.  Aggrieved against that order, the 

assessee filed this appeal. 

 

3. The Ld. AR submitted that the assessee was acting as an agent 

and hence as per Rule 6DDK, he could not be held liable u/s. 40A(3).  

As per Form 3CD, the assessee has mentioned to be a “forwarding 

agent lorry transporter”.  The assessee was mainly handling the work of 

M/s. Ramco Cements Ltd, who had appointed the assessee as a 

forwarding agent.  The assessee pleaded before the lower authorities 

that 40A(3) would not be applicable to assessee.  Further, some of the 

hire charges were required to be paid on Sundays and many a times in 

night when the banks were closed and hence the assessee had a 

genuine business reasons to make the impugned payment in cash.  

Though the Ld. CIT(A) recorded the finding that it has noticed that all 

transport operators are generally acting as agents for various parties 

while sending/procuring goods, however, he dismissed the appeal 



  

 :-3-: ITA No.1919/Chny/2019 

 

stating that section 40A(3) will apply to assessee who is acting as an 

agent.  Per contra, the Ld. DR supported the orders of the lower 

authorities. 

 

4. We heard the rival submissions.  It is clear from the above that 

the assessee was a contractor for transporting cement for Madras 

Cement Ltd by engaging lorries for hire.  It is pleaded that the 

impugned payments were made on Sundays and many a times late in 

the nights when the banks were closed for the genuine business reason 

and it was required to be done as an agent, which is covered under 

Rule 6DDK.  Considering the nature of assessee’s business, we are of 

the view that the disallowance made by the AO is not warranted and 

hence allow the corresponding grounds of the assessee’s appeal. 

 

5. In the result, the assessee’s appeal is allowed.  

 

Order pronounced on Wednesday, 12th February, 2020 at Chennai. 

Sd/- 

(एन.आर.एस .गणेशन) 

(N.R.S. GANESAN) 

�या�यकसद�य/Judicial Member 

Sd/- 

(एसजयरामन) 

(S. JAYARAMAN) 

लेखासद�य/Accountant Member 
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/दनांक/Dated:  20th February, 2020 
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