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ORDER / 3Teer

Per Rajesh Kumar, AM:

This is the appeal preferred by the assessee against the order of the Ld.
Commissioner of Income Tax (Appeals)-NFAC, Delhi (hereinafter referred to as the

Ld. CIT(A)”] dated 22.09.2022 for the AY 2017-18.

2. The only issue raised by the assessee is against the confirmation of addition of
Rs. 20,10,000/- by the Ld. CIT(A) which was made by the AO on account of cash
deposits into various bank accounts during demonetization period by treating the same
as unexplained money in terms of provisions of Section 69A of the Act by holding

that t benefit of Section 10(26AAA) of the Act was not available to the assessee.
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3. Facts in brief are that the assessee filed return of income on 26.03.2018
declaring returned income as NIL. Subsequently the case was selected for scrutiny
under CASS and statutory notices were duly issued and served on the assessee. The
AO issued various notices to the assessee from time to time, however, no compliances
were made. Finally the AO framed assessment u/s 144 of the Act by assessing the
income at Rs. 20,10,000/- on the basis of ITS data and also on the basis of bank
statements of two banks ICICI Bank and Central Bank of India to whom the notices
were issued u/s 133(6) of the Act directing to furnished the account statements for the
above period. The AO observed that the assessee has deposited Rs. 20,10,000/- in
these accounts during the demonetization period i.e. from 9.11.2016 to 31.12.2016 the
details whereof are given at page no. 1 and 2 of the assessment order and added the

same to the income of the assessee u/s 69A of the Act.

4. The Ld. CIT(A) in the appellate proceedings dismissed the appeal of the

assessee by holding that the assessee has failed to substantiate the source of deposit.

5. After hearing the rival contentions and perusing the material on record, we find
that the assessee is an individual being resident of Sikkim and his income is exempted
within the meaning of Section 10(26AAA) of the Act. Undisputedly the assessee is a
retail traders and has been issued license on 22.04.2014 by Gangtok Municipal
Corporation, Deorali, Sikkim which was renewed on 17.04.2019 and the assessee was
allowed to carry on the business of grocery except controlled items, ritual articles,
handicraft/wood/carving/weaving/bamboo carving and class-III [small shop dealing

with ready made garments only. The said certificates are reproduced as under:
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During the year the assessee has made turnover of Rs. 73,01,166/- from the
proprietary business and was also having income by way of interest and LPG subsidy
of Rs. 18,934/-. These facts are not in dispute.The assessee calculated his income on
presumptive basis u/s 44AD of the Act and offered net profit of Rs. 6,79,974/- from
bsuiness. The assessee offered total income of Rs. 6,98,908/- which comprised of
business profit of Rs. 6,79,974/- , bank interest of Rs. 15,651/- and LPG subsidy of
Rs. 3,283/-. The assessee was not maintaining any books of account. The assessee
after availing exemption u/s 10(26AAA) of the Act reported Nil income. We note that
the assessee has submitted that the cash deposits in the various bank accounts were
out of sales made in the proprietary business carried on under the name and style
Royal Demazong and also out of realization from business debtors. After having
perused the orders of authorities below, we observe that the total cash deposits in the
banks were to the tune of Rs. 20,10,000/- while the assessee made a turnover of Rs.
73,01,166/- during the year. In our opinion, the assessee has discharged his onus by
placing the facts before the authorities below that the cash deposits were out of cash
sales and realization from the sundry debtors from the proprietary business carried on
by the assessee for which the license has been issued by the Municipal Corporation,
Deorali, Sikkim. If we consider the quantum of cash deposits into bank accounts of
the assessee and the quantum of the business of the assessee, then the explanation of
the assessee seems to be reasonable and deserves to be accepted. Accordingly we

reverse the order of Ld. CIT(A) and direct the AO to delete the addition.
6. In the result, the appeal of the assessee is allowed.

Order is pronounced in the open court on 17" January, 2023

Sd/- Sd/-
(Sonjoy Sarma /&SI 2TAT) (Rajesh Kumar/Ira1er $AN)
Judicial Member/=a1_¥e &g Accountant Member/o@Tr e

Dated: 17" January, 2023
SB, Sr. PS
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