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ORDER
Per:Anikesh Banerjee, JM:

The instant appeal of the revenue was filed against the order of the Id.

Commissioner of Income Tax (Appeals)-5,Ludhiana, [in brevity the ‘CIT



L.T.A. No.150/Asr/2021

& LT.A. No. 94/Asr/2021 [
(A)’]bearing appeal No. 10342/ROT/IT/CIT(A)-5/2019-20, date of order
02.09.2021, the order passed u/s 250 (6) of the Income Tax Act 1961, [in brevity

the Act] for A.Y. 2017-18 bearing ITA No. 150/Ast/2021.The assessee has filed
cross appeal by challenging the impugned order of the 1d. CIT(A) bearing ITA.
94/Asr/2021. The impugned order was emanated from the order of the 1d. Asstt.
Commissioner of Income Tax, Central Circle, Jammu,(in brevity the AQO) order
passed u/s 143(3) of the Act date of order 28.12.2019. The revenue has taken the
following grounds:

“l. Whether upon facts and circumstances of the case, the
Ld.CIT(A) was justified in restricting the addition of

Rs.5,03,336/-, on account of cash deposits during the demonetization

period on one particular day in Delhi, by various debtors residing in

J&K State?

2. The appellant craves leave to add, amend, modify, vary, omit or

substitute any of the aforesaid grounds of appeal at any time before or

at the time of hearing of the appeal.”

2. The assessee has taken the following grounds:

“l.  That the worthy CIT(A) is not justified in partly allowing
the appeal by confirming addition of Rs.5,03,336/- in respect of
one grower/debtor out of total addition of Rs.6,33,46,052/-
made by the ld. AO.
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That the appellant craves, leaves to alter, amend and add to
substitute any ground of appeal before or at the time of

hearing.”

3. Brief fact of the case is that the assessee is a dealer of fresh fruits and
commission agent besides under a cold storage plant. In the preceding year for
A.Y. 2016-17, the sundry debtors amount of Rs.6,14,67,226/- was reflected in the
books of account of the assessee which is finally reflected in the final accounts.
The assessee had paid advanced to the farmer for purchasing of fresh fruit. For the
impugned assessment year, the advance was returned back by the farmers after the
declaration of demonetisation. The advance amount was returned back to the
assessee. The assessee had deposited the cash in bank account in Jammu &
Kashmir Bank, Branch Lassipora Pulwama, Kashmir and Azadpur, New Delhi
Branch. The total amount was deposited in bank account toRs.6,45,50,000/- out of
that in Pulwama Branch amount to Rs. 42,50,000/- & in New Delhi Branch amount
to Rs. 6,03,00,000/-. As per the information from bankers Rs.32,50,000/- was
demonetised currency (SBN) and rest amount was deposited on normal currency.
Toconsider the demand of the parties, the cash was immediately received from the
total 156farmers to maintain the business liaison. During the assessment, the
details of transactions were submitted before the Id. AO. The notice u/s 133(6) was

issued to 60 debtors. out of 60 notices, 16 notices were returned back
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undeliveredwith the remark that “incomplete address or no person received here”.
Only denial of transaction from one party was happened during assessment.
Perusal of assessment record the appellate authority confirmed that many of the
confirmations from parties were received after assessment. All parties had
confirmed the cash transaction. One of the debtors Mohd. Ahmed and Sons, Molu
Chitragam, Sopian, was alleged returned an amount of Rs.5,03,336/- denied having
made any such payment to assessee. But the assessee had made an objection that
the verification was not proper and incomplete one. Later the confirmation from
party was filed& reason was well explained. But both the authorities have not
accepted the argument of assessee & confirmed the amount of Rs. 5,03,336/-. The
total addition was made U/s 68 of the Act by the 1d. AO amount of
Rs.6,33,46,052/- &the tax was charged U/s 115BBE of the Act. Aggrieved
assessee had challenged the assessment order before the 1d. CIT(A). In order of
appeal the amount of Rs.5,03,336/- was only confirmed by the 1d. CIT(A). The rest
amount of addition of Rs.6,28,42,716/- was deleted by the appellate authority.
Being aggrieved, the assessee and the revenue both have filed appeal and cross
appeal before the ITAT by challenging the order of the 1d. CIT(A).
4. During hearing the 1d. CIT DR had filed a written submission the relevant

part of the written submission is extracted as below:-
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“The fact of the case gives rise to following queries -

1. The demonetization was announced at 8.00 p.m. on
08.11.2016. It is unbelievable to accept as to how the news
spread so fast so that the illiterate fruit growers got panic and
came to the office from different places to return the advances
taken by them within a period of 4 hours since all the amounts
received from the debtors is shown to have received on
08.11.2016.

2. It is surprising to note how the debtors from various places
in Kashmir could reach at the assessee’s office at Pulwama or
the Bank Branch at Azadpur, New Delhi for depositing their
advances taken from assessee.

3. There were 156 debtors who returned the advances taken
form the assessee on 08.11.2016. There are only 10 deposit
entries from 11.11.2016 to 30.11.2016. It is the moot question
that as per the directions of the assessee, how 156 debtors can
deposit the amounts in only 10 entries.

4. It is the question as to who collected the money and
deposited the same in the bank account of the assessee since
either the pay slips are unsigned or they are only initialled (not
having complete signature) due to which depositor cannot be
identified easily. (Refer - 24 of the assessment order)

5. When the amount was deposited in 10 instalments on various
dates, then why the total amount of Rs.6,33,46,052/-was shown

to have received on 08.11.2016 i.e. on single date.
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6. How the assessee came to know that the total amount of
Rs.6,33,46,052/- was received from all 156 debtors on
08.11.2016 when the amounts were deposited on various dates
in 10 instalments on subsequent dates.
7. Amongst the debtors who returned their advances are (i)
Mohd. Magbul and Sons, Check Keeham, Chowgal, Kupwara
who returned its outstanding amount of Rs.208.85 and (ii)
Irshad Ahmed Lone, Chitragam, Awenura, Anantnag who
returned his outstanding amount of Rs.779.20. It is the question
as to why such persons will run here and there for such a
miniscule amount and return the said amount on 08.11.2016

within 4 hours of the announcement of demonetization.”

4. The Id. CIT DR further relied on the order of the 1d. AO the relevant para
no. 11 page 31 is extracted as follows: -

“l11. Therefore, in view of the above discussion, the cash credits
aggregating to Rs. 6,33,46,052/- in respect of 156 persons as per para
“4.1” credited in the books of accounts of the assessee as on 08-11-
2016, which have been allegedly received back from debtors remained
unexplained. The explanations offered by the assessee are not
satisfactory with regard to the nature and source of these credits.
Earlier assessee had stated that the cash was received by them from
their debtors to whom advances were given by them. As per them, the

cash received from the debtors on 08-11-2016 was deposited in bank
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account during the period of demonetization and out of all the cash
deposited during demonetization period, only Rs. 32.50 Lakhs was in
SBN currency. However, when the assessee was confronted with the
fact that out of total cash deposited, Rs. 6.03 crores was deposited in
New Delhi and that too in SBN currency, assessee changed his
version and thereafter stated that the cash was accepted from the
debtors but with the instructions to deposit the same directly in the
bank account. This changed version of the assessee is also not
acceptable in view of the discussion in the foregoing paras. It is a
clear case of surplus unexplained cash lying in old, demonetized
currency with the assessee has been deposited in the bank account
under the colour of realization from the debtors. It is pertinent to note
here that three directors of the assessee company, who are holding
around 67% of shares and having control over the affairs of the
assessee company are located in Delhi. It was thus most likely that
major cash in SBN deposited in the Delhi Branch was actually the
unaccounted cash of the assessee lying in possession and control of
directors. As such, an amount of Rs, 6,33,46,052/- is being added to
the total income of the assessee u/s 68 of the I. T. Act, 1961 as
unexplained cash credits as deemed income of the assessee, since the
assessee has failed to furnish any satisfactory explanation regarding
nature and source of such credits. The tax shall be charged u/s
115BBE of the I. T.Act, 1961. Since the addition has been made u/s 68

of the I. T. Act, 1961 as deemed income penalty proceedings u/s
271AAC of the 1. T. Act, 1961 are initiated.”
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4.2  The 1d. counsel in his argument submitted a paper book containing page 1 to
30 which is kept in record. In argument, the 1d. counsel categorically stated that the
assessment in preceding assessment year 2016-17 was completed for assessee u/s
143(3) of the Act.The copy of the assessment order u/s 143(3) is enclosed in APB
page 1 to 4. The assessee had declared the in account of “Advance to Grower” in
the return of income which was assessed during the time of assessment in
preceding year. The amount of “Advance to Grower” was reflected in Balance
Sheet for AY 2016-17 amount toRs.6,46,70,127.23, APB-Page-11. The copy of
the submission before the 1d.DCIT, CC, Jammu for A.Y. 2016-17 is enclosed in
APB pages 10 to 17.

4.3 The 1d. Counsel for assessee further mentioned that during assessment
proceeding for assessment year 2017-18, he submitted the list of details of 156
sundry debtors, to whom the assessee paid the advance and copy of the submission
is enclosed in APB pages 18 to 27. In his argument, he further mentioned that the
notice issued for Mohd. Abdul & Sons, the address was wrongly mentioned by
revenue and the confirmation letter of Mr. Mohd. Abdulla is submitted who had
confirmed the transaction amount of Rs.5,03,336/- with assessee. The copy of the

letter and the confirmation is also enclosed in APB pages 28 to 29.
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44 In his argument the ld. Counsel mentioned that the disallowance of
Rs.5,03,336/- of M/s Mohd. Abdulla and Sons was not allowed for any cross
examination by the revenue authority.
The Id. Counsel for assesse respectfully on the following judgments which are as
follows:-

1. Income Tax Officer Vs. Atul Kumar Mittal, ITAT
Delhi, ITA No. 885/Del/2012 Asstt. Year 2007-08.- When
The debtor was considered genuine at the end of preceding
year, the receipt from the said debtor during the year under
consideration cannot be treated as bogus.

The observation of the Bench is extracted as follows. -

“8. We have heard both the parties and carefully gone through
the material available on record. In the present case it is
noticed that a sum of Rs.4,55,990/-was outstanding in the name
of M/s Pankaj International and the said amount was received
by the assessee during the year under consideration. However,
the AO was of the view that the account in the name of M/s
Pankaj International belonged to Shri Pankaj Mittal in whose
account, no such entry was appearing.

However, the AO did not bring any material on record to
substantiate that the debtor M/s Pankaj International was not
outstanding in the earlier year. On the contrary the claim of the

assessee was that the amount was outstanding in the name of
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said party since 31.3.2005 and the amount was received during
the year under consideration. In our opinion when the debtor
was considered genuine at the end of the preceding year, the
receipt from the said debtor during the year

under consideration cannot be treated as bogus. We, therefore,

are of the view that the ld. CIT(A) has rightly deleted the

addition.

3.Racmann Springs (P) Ltd Vs. DCIT (1995) 55
ITD0159.ThelTAT Delhi Bench has observed that realisation
from Sundry Debtors cannot be treated as cash credits. The

observation of the Bench is reproduced as below: -

“35. The CIT (Appeals) proceeds on the basis that the impugned addition
of Rs. 15,59,845 is made as the assessee was not able to prove the cash
credits. This is evident from para 29 of his order. He speaks of identity
and creditworthiness of the creditors. The Assessing Officer never held
that the said amount represents unproved credits. The Assessing Officer
only held that it represents "undisclosed sales of the assessee". This shows
the utter confusion in the mind of the CIT (Appeals) which led to the

dismissal of the assessee’s appeal.

36. Besides the total of the amounts of drafts as per list-1 reproduced in
the assessment order dated 13-1-1992 comes only to Rs. 15,09,845. But
the Assessing Officer had made an addition of Rs. 50,000 more by taking
the figure to be added at Rs. 15,59,845. Neither the assessee’s counsel nor
the Departmental Representative have noticed this. This shows the light

attitude taken by the Assessing Officer.
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37. In the above facts and circumstances of the case, we hold that the
Assessing Officer is not at all justified in adding Rs. 15,59,845 towards
undisclosed sales of the assessee and in applying section 68 of the Income-
tax Act, 1961 to the same. We delete the sustained addition of Rs.
15,42,000.”

4. Lalchand Bhagat AmbicaRamVs. CIT (1959) 37 ITR 288
(SC)

The relevant paragraph of the Hon’able Apex Court respectfully
is reproduced as follows: -

“A decision of the Allahabad High Court reported in Kanpur
Steel Co. Ltd. v. Commissioner of Income-tax [1957] 32 ITR 56
may also be noted in this context. The assessee there encashed
32 currency notes of Rs. 1,000 each on January 12, 1946, when
the High Denomination Bank Notes (Demonetization)
Ordinance, 1946, came into force, and when the Income-tax
Officer called upon it to explain how these currency notes came
into its possession, the assessee claimed that the notes
represented part of its cash balance which, on that date, stood
at Rs. 34,313.

The Income-tax Officer rejected the explanation and assessed
the amount of Rs. 32,000 represented by these currency notes
as suppressed income of the assessee from some undisclosed
source. The Tribunal took into account the statement of sales

relating to a few days preceding the date of encashment and
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found that the highest amount of any one single transaction was
only Rs. 399. The Tribunal also referred to another statement of
the daily cash balances of the assessee from December 20,
1945, to January 12, 1946, and noted that the cash balance of
the assessee was steadily increasing. The Tribunal, however,
estimated that high denomination currency notes to the value of
Rs. 7,000 only could form part of the cash balance of the
assessee. It therefore upheld the assessment to the extent of Rs.
25,000. On a reference to the High Court it was held (i) that the
burden of proof lay upon the Department to prove that the sum
of Rs. 32,000 represented suppressed income of the assessee
from undisclosed sources, and the burden was not on the
assessee to prove how it had received these high denomination
currency notes; for, until the Demonetisation Ordinance came
into force high denomination currency notes could be used as
freely as notes of any lower denomination and no one had any
idea that it should be necessary for him to explain the
possession of high denomination currency notes, the assessee
had naturally not kept any statement regarding the receipt of
these currency notes, and it was for the first time on January
12,1946, when the Ordinance came into force, that it became
necessary for the assessee to explain its possession of these
currency notes; and (ii) that the explanation given by the
assessee that the notes formed part of the cash balance of Rs.

34,000 and odd was fairly satisfactory and was not found by the
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Tribunal to be false; the statement of sales was hardly relevant
to the question; the Department, in relying on the entries
relating to the bills of each day, committed an error and no
inference should have been drawn from them ; that any one
single transaction did not exceed Rs. 399 did not preclude the
possibility of payment in high denomination notes for such
transaction ; therefore, the Tribunal rejected the explanation of
the assessee on surmises, and there was no material for the
Tribunal to hold that the sum of Rs. 25,000 represented
suppressed income of the assessee from undisclosed sources.
In arriving at the above decision the High Court referred to the
cases of Mehta Parikh & Co.'s case (supra) and
ChunilalTicamchand Coal Co. Ltd.'s case (supra)
It is, therefore, clear that the Tribunal in arriving at the
conclusion it did in the present case indulged in suspicions,
conjectures and surmises and acted without any evidence or
upon a view of the facts which could not reasonably be
entertained or the facts found were such that no person acting
judicially and properly instructed as to the relevant law could
have found, or the finding was, in other words, perverse and
this court is entitled to interfere.
We are, therefore, of opinion that the High Court was clearly in
error in answering the referred question in the affirmative. The

proper answer should have been in the negative having regard
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to all the circumstances of the case which we have adverted to
above.
The appeals will accordingly be allowed, the judgment and
order passed by the High Court will be set aside and the
referred question will be answered in the negative. The
appellant will be entitled to its costs of the reference in the
High Court and of these appeals in this court as against the

respondent.”

4.5 The 1d. counsel further argued and relied on the order of the Id. CIT(A) the

relevant part of the order is extracted as below:-
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During the course of appellate proceedings, the AR of the appellant

submitted his arguments as under:

“Subject: Written submissions In the case of M/s. H N Agri Serve Private
Limited, for Asstt. Year 2017-18, PAN AADCHI1531R, DIN:
ITBA/APL/F/APL_1/ 2020-21/1029551802(1) dated 07/01/21 in
Appeal Reference CIT(A)Jammu/ 10342/2019-20

1. Brief Facts :

The appellant company is carrying on the business of trading of fresh fruits
and is also operating cold storage. It had filed its return of income for the
assessment year 2017-18 nil income after claiming set off of brought forward
unabsorbed losses of Rs 1,90,41,545/-. The case was selected for scrutiny
and the assessment order u/s 143(3) of the Income Tax Act,1961 was passed
on 28.12.2019 by DCIT, Central Circle, Jammu. The 1d. A.O. while passing the
order imposed additions of Rs.6,33,46,052/- u/s 68 of the Income Tax Act
1961 on account of cash deposited during demonetization after treating it as
deemed income. Hence, this appeal.

2. Ground of Appeal

The 1d. A.O. is unjustified on facts and circumstances of the case in
imposing addition of Rs.63346052/- on account of cash deposits in the
bank account.

The 1d. A.O. in unjustified in imposing addition of 6,33,46,052/- after treating
the cash deposited in bank accounts as deemed income under sec. 68 and
thereafter applying the provisions of sec.115BBE of the Income Tax Act,1961
for taxing it.

It is a fact that an amount of Rs.6,33,46,052/- has been recovered from
growers/debtors and deposited in J&K Bank, during demonetization period.

The cash has been deposited in bank account maintained with Lassipora
branch of J&K Bank. The detail of cash deposited is as under:

Date Amount(Rs.)
% 11.11.2016 1000000.00 (but Non Demonetized)
16 11.2016 9000000.00
A% 116.11.2016 7300000.00
% % ) ’17 11.2016 17000000.00
2D 22 11.2016 7000000.00
WK ¢ } > */ 22.11.2016 1350000.00
el 29.11.2016 900000.00
30.11.2016 1000000.00
Total Rs. 6,45,50,000.00

On the announcement of demonetization, growers/debtors came to the store
of the appellant company at night itself to repay their amount payable by
them. Accordingly, receipts were issued to them for their debts but with the

15
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o

commitment thar due to unrest in the vallew, it shall be 1heir responainility to
handover the respective amounts o the appellant company's Directors at
Deelhi, &8 the other Director Mr. Khuram Shall, who is resident of Sringar was
not in the oouniny,

Aler demonetization, the appellant company received a notice rom the ADIT
Investgation, Srinagar 1o explain the source of vash deposited in bank
account during demenetizaiion, [1 was explained to him with cvidences that
the source of deposit was on account of available cash in hand on receipt of
smount due from varicus debtors of the firm on 08,11.2016.The 1d. ADIT after
calling and verifying all the relevant details filed the procecdings initiated by
him, The copy of reply filed before him is ecnclosed for your immediate
reference As an annexure #A",

Thereafter, after filing of the return of income, the casc was selected for
scrutiny under "CASE". During the course ol mssessment proceedings, it was
submitted before the ld, A.0. that the cash deposited in bank account during
demanetization period (s on account of cash received from Browers sundry
deblors an 08.11.2018 amounting to Rs.6,33,46,052 /- and balance out of
available cash in hand as on 07.11.2016. The total demonetized currency was
Rs 6,35,50,000/-. The list of the growers/debtors as well as ledger accounts of
Lthese parlics were furnished to the Id. A.Q. The cash book for the vear was
also filed before the ld. A0, The appellant furnished all the inforrmation
desired By the ld. A from time to time during the course of assessment
proceedings.

The appellant hag discharged its primary enus by providing all the requisite
details to justify the genuineness ol source of cash deposited. An analysis of
audited accounts of the appellant shows that the advances to growers and
receivable from sundry deblors of the company as a1 31.03.2017 amounts to
Fs.5,97,68,893.19 as against Ks.14,15,15,328.15 as at 31.03.2016,Further,
the sales of the appellant for the vear under econsideration amounts to
Fs.12,21,99,2758.04 and its other income on account of store rent, crate rent
etc. amounts to Rs. 10,38,70,84514.The copies of audited accounts of
assessment year 2016-17 & 2017-18 are cnclosed as an annexure “BY. The
lisl of growers /sundry debtors alongwilh ledger accounts of these purties from
whom cash has been reccived is enclosed as an annexure “C*

The growers/deblors from whom cash has been received were duly recorded in
the books and there is no question of treating cash received from them as

~runcxplained money of the Income Tax Act, 1961, The receipt of cash [rom

" varlois parties was against the debit balances appearing in the name of the
" ‘sald partics. 1t has wrongly been interpreted by the Id. AD so as to hold that
Ahe undisclosed income is introduced by the appellant in the books of
-accouni. The appellant has duly explained that the dehit balance in the name
- efvarous parties during assessment proceedings vide details filed before 14

~ A0, which is not in dispute. In any case the encashment of already declared
assct cannot be ireated as the intoduction of undisclosed income in the
books of account as no unexplained credit is made in the books of the
appellant. Whatever transactions were conducted in earlier vear werc not
subject matter of dispule in assessment year under appeal.Since there were
grower/debtors in carlier years, who paid the amount to assessec in

16
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assessment year under appeal, there should not be any reason o dishelieve
the explanation of appellant. The Ilon'ble Delhi "A" Bench of ITAT (ITA
AHE/Delf2012 dated 04.03.2015) abserved in Ineome Tax Officer Vs, Atul
Humar BMittal as under “In our opinion when Lhe deblor was considered
genuine at the end of the preceding yvear, the receipl (rom the said debtor
during the year under consideration cannot be treated as bogus, We therefore,
are of the view that the Ld.CIT (A) has rightly deleted the addition.” The copy
of the case law is enclesed as an annexure “D",

Now, when it is fact beyond doubt that thegowers/sundry debtors stands
reduced by the appellant on reccipt of dues from them then amount received
from them in SBN cor non SBN currency and depositing that amount at
Lassipora or Azadpur Dehli branhes of J&K Bank should not be s matter of
dispute.Cash deposited in 1he bank account is & business receipls dand is not
an undisclosed income,

The 1d. A.O, has impoesed the addition on the plea that the parties from whom
the appellant has received amounts are bogus and the same has been
deposited in bank out of own sources. The 1d. A.Q. has stated that during the
couse of assessment proceedings notices under sec,133(6) of the Income Tax
were issued to 60 parties for their confirmations of giving cash to the
appellant company He has further stated that out of which one person has
refuted having paid any amount to the appellant Company and 16 letters have
been received as unserviced.[n this regard it is stated that merely on denial by
one party it cannot be presumed that cther growers/debtors are not genuine,
During the course of our inspection of the assessment records on 28.01.2021,
it is found that many confirmations have been received after the asscassment
was over.These parties have conlirmed that they have repaid the amount in
cash to the appellant. The detail of these parties alongwith two parttics whose
confirmations have been received hefore passing of assessment order is given
as under :-

5,10, MName of the PartyAmountrepaid(Rs.)  Date of receipt

1. EmmEmm Traders 248469/ - 27.12.19
2. Tarig Ahmad Wagay TALTVS/- 27.12.19
1 Mohd. Ashraf Rathcr 491920/- 03.01.20
4. Abdul QayoomBhat 302357 /- 03.01.20
=1 Mohd. Shabir Rather 472400/ - 06.01.20
. A.R.Bhat 129302/ - 06.01.20
7. Tanveer Ahmad 47B302/- 08.01.20
8 KabirBhat B52000/- 23.01.20
9, Abdul Rashid B91800/- 28.01.20
10. Bashir Ahmad 832681/ - 07.02.20
11. Mubarak Ahmad 495151 /- 12.02.20
14, Abdul Rashid Naik 173347 /- 13.02.20
13. Ab. Eahem Mureed 105352 /- 17.02.20
14, Mohd. Ashrat Wani TAN249/ - 20.02.20
15, Shahir Ahmad Dar 477045/ - 08.06.20

[rrview of above confirmations available on record, the 1ld. A0, is unjustified
i Pre_saum.ing that the parties from whom amount has been received back are

g % jaﬁl:&ﬁ’.‘gﬁ'nulne parties,
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The noticcs under scction 133(6) of the Income Tax Act, 1961 were Issued by
the Id. A.O, on 14.12.2015%.1t 15 evident from the reply of the one party namely
Meohd. Abdullah & Sons which has been refluled having repaid any amount
reproduced st last para of page 14 of the order “n reference to your notice
no TBASASYY 5/ 133(6)/2019-20/ 1021656775311 ) dated 14.12.2019......°
There were hardly 14 davs in between receiving letters and giving replies by
the parties who are residing in Kashmir as the asscssment order was passed
on 28.12.2019. The Ld. A has ignored the fact that Valley remain cut off
from ather parts of the country due to snowfall/bad weather in Dec.2019.The
evidence regarding closure of road and air conneedvity in month of Dec. 2019
is enclosed a5 an annexure “E™.Therefore,connection of the 1d. AC, that oul
of B0 letters issued confirmations of only three partics were received during
asscssmenl provesdings i5 nol valid,

Further, regarding L6 nolices stated 1o have been received back as undelivered
for want of complete address ete., it is stated that addresses provided during
the course of asscssment proceccdings were &s per the available record with
the appellant and it might be duc to some inadvertant mistake that PIN code
or name or address might not have properly mentoned in the addresses given
and letter posted to different parties The genuineness of parties from whom
amournl has been received back mostly against opening balances should not
have been doubted by the ld. A.O. when the case of the assessee was under
scrutiny before the 1d. ALQ. in the immediate preceding vear.

Eegarding depositing of cash from Azapur Branch of J&K Bank in the bank
account maintained at Lassipora Branch, il is stated that when  the balances
af gowers/sundry debtors stands reduced by the appellant on receipl of dues
from them then amount received from them in 8BN or nen 8EN currency and
depositing this amount 4l Lassipora or Azadpur Dehli should not be a matter
of dispuleThe authorities of the bank have issued a cerdficate that
Rs.32,50,000/ - demonetized(3BN) currency was deposited and on this basis
the counscl of the appellant being unawsre argued the case on the basis of the
certificate. The appellant had never denied the fact that cash amounting to
Ru.5,45,560,000/- had been deposited in bank accounts during demenization,
The appellant company has received cash back from growers/debtors against
the amount due to them and the same stands deposited in the bank account.

Finally, addition u/s &8 of the Act cannot be made as all the enines for which
addition has been made are duly recorded in books and have duly been
explained These are all genuine businesscredits. The provisions of section 68
of the Act are reproduced hereunder:-

“Where any sum is found crediled in the books of an assessee maintained for
crely previous year, and the assessee offers no axplanation about the nature and
sentree thereof or the explanation offered by him is not, in the opinion of
the Assessing Officer, satisfoctory, the sum so credited may be charged o
frncome- tax as the fncome of the assessee of that previous pear.”

The appcllant has offered proper explanation regarding source of credits and
o has discharged his onus by fling varous documents and even the
Cpanfirmations received in response o notices ssued under sec.133(6) af the
Enu:i;iﬁge Tax Act, 1861 also proves this Tact thal the amount has been received
_Elgﬂfl'l,;'-%!: in respect of amount receivables against bhusiness (ransactions.
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Hon'ble Rajasthan High Court in the case of Smt. Harshila Chordi Vs.
[TO{2007) 208CTRE0S has held that 'Cash credii - Cash received from
custormers - Tribunal has found us a fuct that the assesses was receiving money
Srom the customers against which delivery of wvehicles was made - Such
cosh deposits are self~explunatory and would not attract sec. 68 - Therefore, no
addition could be made, *

The copy of the case law is cnclosed as an annexure “FY,

The appellant had been received cash from growers/debtors which were duly
recorded in books and the details of the growers/dcbtors as well as their
ledger account copies had alsc been leld before the ld. AD. Thus,under such
circumstances, it is clear that the addition made by the ld. AQ by applying the
provisions of section &8 of the Acl is bad in law.

In view of aforesaid, it is regquesled that since the addition made by the 1d.
A.Q. afller treating the ¢ash deposited in the bank account amounting to
Rs.6,33,46,052/- as unexplained credit under sec.68 is had on facts as well
as on law, as such, mey pleasc be deleted.”

2.1 The AR made further submission as under:-

“Sub: Written submission in the case of M/s H. N. Agri Serve Private Ltd.,
PAN AADCHI1531R for Asstt. Year 2017-18 in Appeal reference in
appeal No. CIT{A) Jammu/ 10342 /2019-20

Apart from our submissions up loaded on svstem, a brief synopsis of case
im as under for vour immediate reference:

= Tmpugned Additon by Ld. A.Q. of Rs.63346052/- u/s 68 of the income Tax
Act, 1961 alleped to be texed u/s 115 BEBE.

+ Demand of LTax Rs 62429055/ -

= Appeal slands fixed twicely on 07.01.2021; 09.04,2021: submissions
uploaded on 07.02.2021 & 03.05.2021 respectively.

* Another appeal of the group numbered 5/10138/2019-20 (demand
Fs.241141) pertaining Lo Asscssment year 2016-17 stands disposed off.
This appeal has been inadvertently some how lefl over. Request for hearing
this appeal filed on 09.06,2021,

* Stand of Ld. A0 Cash in SBN deposited in Bank most likely the
unaceounted cash of the assessce lying in possession and control of
directors. Addition made of Bs.6,33,46,052/- 1/ 68 of the 1Tax Aet, 1961
#s unexplained cash credits that the assessee has failed to furnish any
salislaclory explanation regarding nature and source of such credits.

—* A0, ignored that nalure and source of such credits stands given and
"plan ed on records.

K]rdlu refer page 2 last pura of A s order “In this casc the cash has
hccn received from Growers exclusively under the panic of
" ldemonetizarion. All these parties have retumed the advance lying with
“ them".
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Kindly refer page 3 first para of A0 order “That this outstanding
from growers is the same which is outstanding as at 31.03.2016, It is
pertinent to state that preceding assessment year has becn serutinized
Ly your geodself and advance to growers is the same fimures without

any change.........."

* Confusion created by Ld. AO. in having depesited SBN cash  of
Hs.03346052/ - in bank is not controversial, The controversy lies that bank
has issued a certficate that SBN currency depesited in bank is
Es.32,50,000/ . Otherwisc, since one direclor was in Delhi and snother in
USA and cash was in crores which was returned under the panic of
demonelization as such it was also deposited by [ruil prowers in Delki
branch of bank. Dragping this issue that it is change of stance by appellam
company is meaningless when it has been accepted that cash deposited in
bank iz not controversial ac all,

» Total cash deposited in bank is Rs.64548%00/- and Annexurc-1 of A.Os
order do explain and satisfy that it is the bank which has certified that this
information is correct as per jtg office records:

SBN: Rs.3250000/- & Total cash otherwise Rs. 64548900/ -

* Para 4.1 of A0 order running from page 4 to 11 do cxplain that growers
who have returned the advance have been duly identified:

Name; address; source the cash given to them advance and lying with them
and genuineness  of transaction. S0 all ingredients of sec 68 stands
satisfied.

* It is pertinent to state that return of income for the assessment year 2016-
17 stends scrutinized and order u/s 143(3) stands passed on 04.12.2018
[copy enclosed). [t may please be noted that this case was selected to look
*advances” to pgrowers also and detail of advance to grower of
Rs.B4670127.23 stands cxamined belure passing the order. Copy of reply
filed in assessment proceedings is enclosed and order of Ld, A.Q. at page 2,
para first, last lines do mention Lhat “the required details and information
were filed by assessee through  his counsel. The filed
information/documents were examined with respect to the issues in
gquestion”. Sinec return for assessment year 2016-17 stands filed on
17.10.2016 and demonetization shall happen was not even in dreams at
that time as such one cannot connote it 1o be a case of window dressing
also.

Eonfirmatien from growers were also placed on record of Ld, AL on
. 20:12.2019, The Ld. A.Q. in order to have cross certified from 60 growers
o have sent letters u/s 133(6) dated 14.12.2019. As per Ld. A.O., two
-~ grtvwers have confirmed having repaid and one grower has denied that it is

- not so as found in his books of accounts. Further he stated that 16 letters
o7 have been received undelivered that addresscs are incamplete, Sir, the
"~ denial of one grower is contradictory to his confirmation. Grower is not
maintaining books of accounts, e must under panic have wrilten that as
per his books of accounts he has not paid a single penny of cash to
H.N.Agri Serve Pyvt, Ltd. in F.Y. 2016-17". And Ld. A.O. assumed it to be
contradictory statement. He should have confronted with assessee, Further
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having issued €0 letters u/s 133(8) on 14.12.2019 and the crder passed on
28,12.201% means only 14-davs' time. Kindly scc Annexure B of the
wrillen subrmissions which arc a news wem dated 15.12.2019 that Kashmir
Velley remained cut off. All the flights remained suspended for the last
seven days. High way was closed. The Ld. A.Q. lmows as per page 4 of his
order that these 156 growers are spread across the Kashmir valley ranging
from Distt. Kupwara, Baramulla, Bandipora, Srinagar, Budgam, Anantnag
and Pulwama ele. and he expected confirmations n 14 deys when roads,
air route were closed.

Inspection of assessment records on 28.01.2021 after depositing fec do
teveal that 15 more confirmations are lving on records. Kindly see page 4 of
our written submissions.

MNow what is the orus of appellant company to be discharged u/s 68,

Name and addresses from whom money has been recovered. All placed
on rocords of A.O.

- Credit worthineas of growers to pay and return this cash. This is the
amounl lying with growers as on 31.03.2016 which stands scrutinized
by the same A.O. in AY. 2016-1T.

Genuiness  of  transaction:  growers  bheing  agriculturist  [alls  in
cxemptions of Rule 60D. Advance was returned under panic of
demonctization and appellant cannet refuse not to receive it back.
Thus, there is penuiness of wansactions.

Hon'ble Bench A of ITAT Delhi in the case of ITO Bhagwan Mahavir Marg,
Buraul Baghpal UP,

VE.

Atul Kumar Mittal

S/o 3h. Baleshwar Dayal Mitlal,

Frop, M/a Aldl Internations]l Mandi

Candhi Ganj Ehclra, Bhagpat UP

In ITA NO -885/Del /2012 [Assessment 2007-08) has held that “when the
debtor was considered genuine at the end of the preceding vear, the receipt
from said debtor during the year under consideration cannot be treated as
biognas®.

In the rase of 8mi. Harshila Chordia ve, Income Tax Officer reported in
(2003] 298 ITR 0349, lhe Hon'ble High Court of Eajasthan has held that

- cash reeeived from customers against which delivery of vehicle was made,

"":-";_gg:ﬂuinc in preceding assessment year by Ld. A0, therefore this receipt

“Buch deposits are scli-explanatory and would not attract sectiom 68,
k _.:..'hﬂ;'.qrc{um, no addition can be made.

:i_:l:'f:l.l:l.hiﬁ case cash received is from advance to growers which are held o be

From growers during the year under consideration should nal have becn

" held as bogus nor such cash deposits can be held as nen-explanatory in

lerms of sec. 68,

The controversy crealed by Bank Certilicate earlier that 8BN ecurrency
deposited is only Rs.3250000/- and other currency deposited is not of
S00+1000 stands removed by another certificate from J&K Bank Azadpur
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Mandi that Ks 00300000 7- is again the demonetized SBN currency [pagc
16 of AQVs order). Further the reply given to Ld. AO. reproeduced sl page 19
8 20 of AD's order is self- explanatory to pul resl Lo the issue thal having
cxplained and clarified each and every doubn of Li. A, the addition made
on presumpion s unjustified on facts.

+« Needless 1o state that advance to growers which got nulliicd on
0A.11.2016 was an advance because of routinc business practice. That
growers Usually take advance in non-season 8 it get nullified in scason.
Thal is why adeance again o the growers as at 31.02.2017 stands ar
Rs. 274967 18.39 and remained uncontroversial during scradny.

+ Therefore, presumption of Ld. A0, that most likely that major cash in SBN
iz that of directors and hence unexplained. Bir, presumption ignoring facts
cannol lead to addition. Thus, action of Ld. AQ. is unjustified, unlawful
and against the facts of the case. Therefore, this impugned additdon may
kindly be deleted. Tt shall not be our of place that even assessment order
was relurned undelivered and served upon by hand to counsel on
15.01.2020.7

2.2 |t was decided ta call far & examine the assessment record for the year under
cansideration along with the record for immediately preceding year to verify the
claims made by the AR regarding receipt back of advances from the parties who are
claimed to be verified by the AQ during the immediately preceding year. The AR was
also asked to file the ledger account of the parties for the financial year 2015-16,
from whom the advance is claimed to have been received back during financial year
2016-17. In response, the AR made further submission as under:-

“Sub: Written submission in the case of M/8 H N Agri Serve Pvt. Ltd. PAN
AADCHISE31R, in Appeal Reference in appeal No. CIT|A)
Jammu/10342/ 2019-20

Please refer (o order sheel of eniries of 24-08-2021. As dirccted by your
kind self the ledger accounts of 136 growers pertaining to F Year 2015-16
relevant to assessment vear 2016-17 are enclosed as an Annesure A This 1a
in support of our contenton that the money in gueston has been recovered
from earlicr advance to growers outstanding as on 31/3/2016 which stands
serutinized n order of AY 2016-17 under scetion 143(3) of the T Tax Act 19051,
All these accounts are from the books of accounts verified by Ld, A O to check
short-term loans and advances as per reasons of CASS that yecar. Here we

41 .-fe':‘;jcg_gt the case law as relied upon in our first written submission - "Income
e Officer vs. Atul Kumar Mittal” of Hon'ble ITAT Delhi A Bench that when
the debtor was considered genuine at the end of preceding vear, the receipt
drom uhe zaid debtor during the year under consideration cannot be treated as
bogl The contention gets further support from case law, 8. B. Stecl
Indusiries Hyderabad Vs, Tncome Tax Officer in [TA No 264 (Hyd /2011 (copy
enclosed as an Anmexure B oand relevant pape iz 3 last para and page 4
forermost lines) in which ITonble ITAT Hyderabad has held that:

“It is an established fact that only cash credils can only be considered u/s
58, but nol trade receipts The coordinate beneh of ITAT in the case of ITO
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Ve, Rajendra Kumar Taparia, 106 TTJ 712 (jodh) has held that “cash
credits standing in the names of trade creditors, all income tax assessees,
could net be treated as non -genuine when they have confirmed the
transactions by filing affidavits and deposing before the AQ, and the
addition could not be made in respect of cash credits or inleresi paid
thereon.” In the present case, the amounts received by assessce arc not
cash credits buc the same were recovery of debtors and alse the entries
made in the books of account, we are of the opinion that both the AQ and
the CIT(A) have erred in considering recoverics from debtors as cash
credits. The corresponding sales in earlier years have been accepted, as
there is no dispute with relerence 1o the entries in the books of account in
any carlier years, Therefore, we are of the view that the principles laid
down for invoking provisions of section 68 cannol be applied to the {rade
recoveries made by assessee during the year”™

The Hon'ble ITAT Delhi A Bench in case of Racmann Springs (p) Ltd Vs,
Deputy Commissioner of lncome Tax reported in (1995) 55 ITD 0139 [copy
enclosed as an annexure C relevant page 2 second para of held portion 9th
line onward] has held that

“_.. Further, the realizations from the sundry debtors cannot be treated as
cash credits. Cash Credits always appear as a liability in the Balance Sheet
of the assessce. Realization from the sundry debtors would reduce the
sundry debtors appearing on the *assets’ side of the balance sheet....... i

2. The receipt of amount due from growers is under panic of demonetization
announced on 8/ 11/2016, which, of course, is an extraordinary incident. As
cvident from above ledger accounts, cash received as advance from the
appellant company along with dues of storage charges/grading charges in
some accounts have been returned by growers as they do not have bank
account to deposit and only oplion to give this money from whom they have
received /dealt with., So lhese are nol cash eredits in terms of section 8 of |
tax Act 1961but trade receipts.

3. Confirmation from all these 156 growers stands placed on record of Ld. AD
and & non-controversial issue duly discussed in his order.

4, Investigation wing has also looked inlo this issue and statement of one of
the Directors is placed on records in paper book. Ld. ACQ have also discussed
that Investigation wing have examined the issue.

5. Ld. AQ have concluded at page 32 of his assessment order “it was thus
—most likely that major cash in 53BN deposited in Delhi Branch was actually the
: uttaccounted cash of the assessce lying in possession and control of
: Direators.” Your Honour, word “Most likely” tantamount to presumption and
" mere| suspicion of Ld. A O cannot overrule the facts stated above read with
“ those placed on vour records in our carlier two submissions, “It is truc that
cdmfgrences and presumptions are integral to an adjudicatory process but
“cannot by themselves be raised to the status of substantial evidence or
evidence sufficient to raise an inference, A deeming provision , thus enables
the revenue to raise an inference against an assessee on the basis of tangible
material and not on mere suspicion, conjeclures or perceptions.”  Hon'ble
High Court of Punjab and Haryana in the case of Commissioner of [ncome Tax
& Ors.Vs, Jawahar Lal Oswal & Ors have held this. [Copy of case law enclosed
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as an annexurs D oand relevant page 2 held pearl, relevant lines 10-13]), In
asgessmenl year 2016-17 he Ld. A O himself have assessed a broughl
forward loss of Bs 496542859, - and aller adjusting profit of Hs 38793887/ -
the Ioss carcisd lorward Lo nexl vear ia Ba -'—5??48{3?2;"-. Under such facls end
circumstances, Lthe Onding of Ld, & O s in contradiction of this fact that on
one side the loss asscssed to be carried forward is Es 437748972 /- and an
another side the Dircctors of company are hoarding Appellant Company’s cash
in the tune of Ks 63346052/ -, In abscnee of profits, question of cash hoarding
cannot sustain at all.

6. Confirmation action of AQ u/s 133(6) taken on 14/12/ 1% and concluded on
28/12/2019 is unrcasonable when Srinagar remained out off during that
period duc to bad weather. Evidenec is already placed on your records.
Further, Independent Confirmations on record of AO after the date of
assegssment order supports that action of Ld. AD is bad and urnjustified.

7. Tl is pertinent to state that Burhan Wani’s death on 8/7 /2016 has resulied
mn protesls wilh 53 days conlinue cutlew and Shut‘tiﬂg down of ‘u'alle:,- 1111 Feh
2017, (Burhan Wani clipping Itom Wikipedia is enclosed as an annexure E
relevant para Reaction para first and second) The devaslation of apple orchard
of one of the Directors, Mr. Khuram Mir, looking aller the business aflairs of
appellant company at Srinagar (news clip from Goeogle allached as an
Annexure F] created panic and therefore Director remained in USA when
demmonetization happened. Sc the growers duc to turmoeil in walley were
directed to deposic money in Delhi where other three Directors of appellant
company were sitting. Based on recelpls issued by stafl at Lassipora the cash
was acoumulsted snd deposited four times in Delhi branch of same banlk in
same account of appellant company. Evidences already placed on wvour
records. Continucus turmedl in valley with curfew for 53 days, shutting down
of valley till February 2017, devastation and attacks on orchard of Director of
appellant Company all t]"lF“E' points and circumstances put together compelled
appellant company to receive and get cash deposited in Delhi

8. Audited Books of account constitute a big reason to delete this unjustified
addition of trade receipts in books of accounts, The outstanding from 136
growers stands nulliied in to-to on 8/11/2016, 11 money is lreated as
unexplained money of appellant company then where goes the money, which
was duc from growers, and which is no more in books as at 8-11-20167

9. The submigsions uploaded and placed on records earlier, read with case
laws as relied upon in submissions and one meore casc law of Hon'ble ITAT
Vishakhapatnam in the case of ACIT Vs, Heerapanna Jewellers [TA Number
Q53 Vig/ 2020 (also placed on records) support that addition made by Ld. AQ
u/s B8 of the Income Tax Acl 1961 is bad in law and is unjustified on facls
when both the nature and source of the amounl of money deposited in bank
of Rs 63396052/ was fully explained by nppellant company. Thus having
discharged ils onus to prove the identity and genuineness of this money, these
":.'{a::u;i-n when statd verified in preceding year by same Ld. AQ, then receipt
: “from that growers ol that money under the extraordinary happenmg of
armﬁunc‘emenl of demonetization on 8-11-2016 cannot be held to be bogus,

Tn ThF 11gh'r of the facts summarized above, it is prayed that impugned addition
of R 63346052/ - may pleass be delated.”
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3. The assessment recard for the assessment year 2016-17 & 2017-18 were
received from the AD. In the light of the above submissions filed by the AR and after
peruszl of the assessment records sent by the AQ, the various grounds of appeal are
adjudicated as below:

3.1 Ground of Appeal No. 1 relztes ta addition of Rs. £,33,45,052/-. The AD has
mentioned that the assessee company deals in the business of trading of fresh fruits
and caommission agents besides owing a cold store, The assessee filed return
declaring nil income, after claiming set-off of brought forward unabsorbed loss of
Rs. 1,90,41,545/- and the case was selected for scruting and notice u/s 143{2) was
issued, The assesseo was asked to furnish the copies of receipt accounts, cash boaok,
details of cash sales & receipts, details of cash deposits in the bank account during
the demeonetization pericd and detail of disallowance u/s 40Alia) of the Act. As per
the 40, the assessee furnished audited balance sheet and copy of the cashbook etc.
It is also mentioned that the assessee received huge sum of cash in its books of
accounts from various persons amounting to Rs. 633 crore on 08.11.2016 i.e. date
of announcement of demaonetization and therefore, it was asked to explain the
source of cash received. The reply dated 24.05.2013 is reproduced in the
assessment order where it was stated that this case is not of cash sales but in this
case the cash has been received from the growers under the panic of
demonetization and all these parties have returned the advance lying with them. As
per the assessee, this is outstanding amounts from the growers as on 31.03.2016. It
was also mentionad that preceding assessment year was scrutinized by the A0 and
the advance to grower is the same figure without any change and argued that under
such facts, it is not worthwhile to compare the cash sales of the correspending
previous three years with this period. As per the AQ, In view of the explanation, the
assessee was asked to furnish the complete names and addresses of all the growers
who have returned the cash as claimed by the assessee, along with the copies of
their ledger account. 1t is menticned by the AQ that the assessee furnished the
narmes & addresses of 156 growers from whom an aggregate amount of Rs,
6,33,46,052/- in cash has been shown to have been received on 08112016 as per
the cash book for the financial year 2016-17 along with the copies of ledger account
of the growers. It is further mentioned that the assessee submitted that only Rs.
32,50,000/- was deposited In demonetized currency notes and rest was non-SBN
currency. It s also mentioned that as per the assessee, there was a panic among the
depositor on 08.11.2016 that all the currency notes will get changed and out of that
pahi&, they deposited cash which was due from them on 08.11.2016 and the reply
“-L'nf'tfﬁ'e assessee is reproduced in the assessment arder. The AO tabulated the date-
“wise amount deposited in assessee's bank account number 549020100000155 with
') &K Bank, Lassipora, Pulwama during the demonetization period. The AQ has also
summarized the details of 156 debtors with their names and addresses aleng with
the amount due from them as on 01.04.2018 and the amount received from them
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an J8.11.2016. The AQ then reproduced the guery made to the assesses vide nolice
dated 02,12.2019 along with the reply dated 06.12.2012 where it was stated that
the frult growers are illiterate class and under panic they have returned the whaole
amount due to thermn and since the assessee is dealing with the fruit growers, who
are the source of business income, the asseszee could not say no to receive the
funds lying as an advance with them. The AD observed that the assessee has not
given any reply on the practical aspect as to how 156 growers spread across
Kashmir Valley reached their office at Lassipora, Pulwama Srinagar an late hours
and also that if advances were received back how the purchases during the year in
respect of fruits were made. Therefare, as per the AD, further query was raised vide
notice dated 12.12.201% asking how all of them gat panicked and came to
assessee’s office and deliver the exact amount and how the office was open late
during the night. The assessee was asked to furnish the confirmation from the
growers regarding the payment of cash or alternatively produce them on
17.12.2015. As per the AQ, no response was received on 16.12.201%. It is also
mentioned that vide reply dated 08.11.2016, the assessee claimed that only Rs.
32,50,000/- has been depositad in SBN Currency. From the list of the growers, it was
found that these are from all across Kashmir Valley spread across North and South
of Kashmir Valley. As per the AQ, the perusal of the coples of the ledger accounts of
these growers revealed that all the dues from them have been shown to have
squared-up on 08.11.2016. 1t is further mentioned that notice ufs 133{6) were
issued to 60 growers at the addresses provided by the assessee in order to verify
the claim of the assessec regarding receipt of cash. As per the AD, 16 letters were
received back undelivered with the remarks ‘Incomplete address’ or 'no such persan
reside here' etc. In the reply received from Mohd. Abdullah & Sons, the said party
has denied having given any cash back to the assessee and the AQ reproduced the
reply in relation to the amount of Rs. 5,03,336/-. As per the AQ, the fact was
confronted to the assessee vide notice dated 26.12.2019 for comment by
27.12.2019. The AQ mentioned that two more replies have been received from the
debtors to whom notices were sent ufs 133(8) and as per these replies, the parties
have confirmed that they have delivered the cash to the assesses and one has
—~mentioned that the cash was handed over to the officlal of the company at their
bfﬂce: however both of them have not mentioned the denomination of the
currency. The AD mentioned that notice u/s 133(6) was issued to the Branch
Man;‘;ger to calls for the details of currency deposited in the bank account number
543020100000155 of the assessee on the date other than those in which SEN were
“deposited and the details of date-wise amount deposited Is tabulated totaling Rs.
6,12,98,900/-, |t was intimatad by the Branch Manager that out of the above, only
an amount of Bs, 10,00,000/- on 11,11.2019 has been deposited in their branch at
Lassipora Pulwama in nan-5BN currency and rest of cash was deposited in | & K
Bank Azadpur, Mew Delhi Branch and expressed his inability to furnish the detzils of
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Assessment Year 2017-18, u/s 143(3)

the currency notes. It is mentioned that thereafter the details were called from
Azadpur Branch, New Delhi and date-wise deposit amount and currency notes are
tabulated in the assessment order and it is mentioned by the AO that an amount of
Rs. 6,03,00,000/- in SBN Currency was also deposited in account number
543020100000155 at Azadpur New Delhi and the total SBN currency deposited was
Rs. 6,35,50,000/- out of total amount of Rs. 6,45,48,500/- deposited in cash during
the period of demonetization. The assessee was confronted with the abowve fact vide
notice dated 20.12.2019 which is reproduced in the assessment order, The reply
dated 20.12.2019 is also reproduced in the assessment order. It is mentioned that a
copy of the above reply was marked to the JCIT Central Range, Jalandhar with the
request to treat the same as their representation to issue directions under section
1444 of the Income Tax Act, 1561, As per the AQ, from the reply, it is clearly
revealed that the assessee has changed its earlier stand and now they accept the
amount from their debtors but with the directions that this amount is deposited
directly to their bank account number 549020100000155. As per the assessee the
debtors may have depasited the amount in the Azadpur Branch and the assessee
zlso contended that they were nat aware of the denomination of the currency
deposited by the debtors. As per the AQ, the stand of the assessee was not
plausible for the reason that if the debtors were instructed to deposit the amount
directly in the bank account of the assessee then why all the accounts were
squared-up on 08.11.2016 when no bank was opened. Further, as per the AQ, if
there was any initial confusion among the debtors regarding the currency note, it
would have been clear ta them that only currency note of 500 & 1000
denomination have been demonetized and the assessee had no autharity to allow
anyone te deposit any currency in their bank account. Further, the debtors are
spread to the entire length & breath of the Kashmir Valley and there was ro
compulsion to deposit the cash in New Delhi Branch and a huge amount of Rs.
6,03,00,000/- has been deposited in New Delhi on just 4 occasion on three days. As
per the AO, this exercise cannot be done and it requires a plannad or organized
exercise to carry this much cash from Kashmir to New Delhi. As per the AD, the
identity of the depositor in respect of all the pay-in slip is not identifiable and there
is no signature of the depositor on the pay-in slip on three occasions and an two
slips there are only initials. It is also mentioned that small amounts have also been
squared-up. The AO mentioned that the assessee has tried to put the onus on its
debtors and bank authorities regarding the deposit of SENs and therefore, the anus
remains on the assessee to explain the source of cash of Rs. 6,03,00,000/- deposited
in New Delhi and Rs. 32,50,000/- deposited in Lassipora, Pulwama which it has not
_discharged. The contention of the assessee regarding werification also done by
~InVestigation Wing was not found acceptable and the AO has reproduced the
ubgervations of the ADIT in the assessment order wherein it was mentioned that
surplus undisclosed cash in old currency lying with the assessee was deposited

27



I.T.A. No.150/Asr/2021
& I.T.A. No. 94/Asr/2021

T T I T T T T T T T L T TR T e sy

during the demonetization period under the guise of debt reallzation. The AQ
further mentioned that the assessee has enclosed copies of confirmation from
various debtors regarding payment of cash by them to the assessee but these are
not reliable because in all the confirmation, it has been stated that the cash of due
amount has been returned on 08.11.2016 to the company but as per the version of
the assessee, they instructed the debtors to deposit the amount in the bank
account and the cash in different amounts was deposited till 30.11.2016. Further as
per the AQ, in the earlier version, the cash was actually received on 08.11.2016 but
it cannot be accepted that all the 156 debtors located all across the Valley came to
the assessee under the misconception that all currency notes have been changed.
Further, the AD has mentioned that notice ufs 133(8) were sent to the 60 debtors
on the addresses in order to verify the claim and so far, 16 notices have been
received back and one party has denied having paid any cash to the assessee
although two other parties have confirmed having paid their due amount to the
aszessee at their office. Thus as per the AQ, it is in contradiction to version of the
assessee that they had instructed the deblors to deposit the amount directly in the
bank account and have nat mentioned the denomination of the currency. As per the
AQ, the confirmation also contained 2 copy from Mohd. Abdulla & Sons where he
allegedly confirmed to have returned cash of Rs, 5,03,336/- to the assessee on
08.11.2016 however the same party in response to natice ufs 133(6) has denied
having made any payment to the assessee, As per the AQ, the assessee has placed
reliance on certificate issue by Branch Manager )] & K Bank Lassipora Pulwama
wherein, it has been certified that only cash amounting to Rs. 32.50 lacs in SBN was
deposited whereas the branch of Azadpur have certified now that the cash of Rs.
6,03,00,000/- has also been deposited in the SBMs at their branch and the AD
reproduced the letter sent and the replies received from the Bank Authorities
where they have clarifled about the amounts deposited with their branch. The AQ
then reproduced the letter dated 23,12.20158 of the ICIT, Central Range, Jalandhar
dispasing off the representation of the assessee ufs 1447 of the Income Tax Act,
1961 stating that there is no need of any directions to be issued ufs 1444 in this
case and the assessee was requested to submit replyfexplanation to the gueries
raised by the AQ. The AQ concluded that in view of the above discussion cash credit
amaunting to Rs, 6,33,46,052/- in respect of 156 persons credited in the books of
accounts of the assessee as on 08.11.2016, which has been allegedly received back
from the debtars, remained unexplained. The AD mentioned that the explanation
offered by the assessee was not satisfactorily with regard to the nature & source of
these credits as the assessee changed the stand. As per the AQ, it is a case of
surplus unexplained cash lying in old demonetization currency with the assessee
which has been deposited in the bank account under the color of realization from
‘the debtars. As per the AO, the three Directors of the company holding 67% shares
- ‘wiere lgcated in the Delhi and it was most likely that major cash in SBNs deposited in
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the Delhi was actually the unaccounted cash of the assessee lying in the possession
and control of the Directors. As such an ameount of Rs. 6,33,46,052/- was added ta
the total income of the assessee u/fs 68 of the Income Tax Act, 1561 as unexplained
cash credit as deemed income of the assessee, to be charged to tax ufs 115BBE of
the Income Tax Act, 1961,

The facts of the case, basis of addition made by the AD and the arguments of
the AR during the course of appellate proceedings have been considered, The AR
has submitted that the AQ was not justified to make addition of Rs. 6,33,46,052/-
after treating the cash deposit in the bank account as deemed income ufs 68
because as per the AR, it is a fact that this amount has been recovered from
growers/debtors and depesited in the | & K Bank during the demonetization period.
The AR gave date-wise amount deposited and submitted that on announcement of
demonetizatian, the grower/debtors came to the store of the appellant company at
night itself to repay the amounts payable by them and accordingly, receipts were
issued to them but with the commitment that due to unrest in Valley, it was their
responsibility to handover the respective amount to the company’s Director at Delhi
as the Director residing in Srinagar was not in the country. As per the AR, after
dermonetization, the appellant company received notice from ADIT (Inv.) and it was
explained with evidence that source of deposit was on account of receipts of
amount due from wvarious debtors of the assessee on 08.11.2016. Thereafter, the
case was selected for scruting and as per the AR, during the assessment
praceedings, it was submitted before the AQ that the cash deposit in the bank
during the demonetization pericd is on account of cash received from growers/
sundry debtors on 08.11.2016 amounting to Rs. 6,33,46,052/- and balance out of
available cash as on 07.11.2016. As per the submission, the total demonetized
currency deposited was Rs. 6,35,50,000/-. As per the AR, the list of growers/sundry
debtors as well as ledger accounts of these parties were furnished to the ADQ and
the cashbook for the year was also filed. It is mentioned that the appellant
furnished all the information desired by the AD during the course of assessment and
the appellant has discharged its primary onus by providing all requisite details to
justify the genuineness of the source of cash deposits. As per the AR, analysis of
audited account shows that the combined total of ‘advances to the growers' and
‘receivables from sundry debtors’ of the company as on 31.03.2017 were at Rs.
8,97,68,893/- as against Rs. 14,15,15,328/- as on 31.03.2016 which as per the AR
shows that there were recoveries from debtors during the year. The AR submitted
that the sale of the appellant for the wyear under consideration were Rs.
12,21,99,278/- and other incomes were Rs. 10,38,70,845/- and furnished copies of
audited accounts for the assessment year 2016-17 & 2017-18 along with the list of
growers/sundry debtors and the ledger accounts of the parties from whom the cash
“has ba-;en\_[eceived. As per the AR, growers/sundry debteors from whom cash has
begrhréq_éwed are duly recorded in the baoks and argued that there is no question
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of treating cash rececived from them as unexplained money under the Income Tax
Act, 1961, as the receipt of cash was against debit balance appearing in the name of
thase parties. The AR argued that the A wrongly interpreted and held that
unaccaunted income is intreduced by the appellant in the books of accounts as the
appellant has duly explained the debit balance in the name of various parties which
is not in dispute. The AR further argued that in any case encashment of already
declared asset cannot be treated as the introduction of undisclased maoney in the
books as no unexplained credit is made in the books of the appellant and argued
that whatever transactions were conducted in earlier year were not subject matter
of dispute in the assessment year under appeal. The AR pleaded that since these
were growersfsundry debtars in earlier vear who paid the amount to the assessee
in the assessment year under appeal, there shauld not be any reason to disbelieye
the explanation of the assessee and referred to the judgment of Delhi ITAT Bench in
ITC ws. Atul Kumar Mittal in his support. As per the AR, it is a fact beyond doubt that
the growers,/sundry debtors stand reduced by the appellant on receipt of dues fram
them, then the amount received from them in SBM or non-SBN currency and
depositing that amaunt at Lassipora or Azadpur Branch of J & K should not be a
matter of dispute and the cash deposit in the bank is a business receipt and not an
undisclosed income., It is further argued by the AR that the AQ made addition on the
plea that the parties from whom the appellant has shown receipt of amount are
bogus and that the cash has been deposited in the bank out of own sources. As per
the AR, the AO issued letters u/s 133(6) and mere an denial by one party it cannat
be presumed that other growers/sundry debters are not genuine and submitted
that during the course of inspection of the assessment record on 28,01.2021, It was
found that many confirmation have been received after the assessment was over,
where these parties have confirmed that they have repaid the amount in cash to
the appellant. The AR has reproduced the names of the parties along with the date
of receipt and the amount repaid who have confirmed repayment of amaunt. As per
the AR, in view of above confirmation available on record the AQ is nat Justified in
presuming that the parties from whom the amount have been received back are not
genuine parties. As per the AR, the notices u/s 133(86) were issued on 14.12.2019
and there were hardly 14 days between this and passing of assessment order on
28.12.2019. As per the AR, the AD ignored the fact that the Valley (Kashmir valley)
remained cut-off from the other part of the country due to snowfall/bad weather in
December, 2019, Regarding the receiving back of natices, it is submitted by the AR
that this might be due to inadvertent mistake like Pin code, Name and addresses. As
per the AR, the genuinenass of the parties from whom the amounts have been
recelved back against the opening balance should not have been doubted by the AQ

when the case of the assessee was under scrutiny in the immediate preceding year.
Asoper'the AR, the bank authorities issued certificate that Rs. 32,50,000/-

démonetized/ SBNs currency was depasited and on that basis, the counsel of the
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appellant, being unaware argued the case but the appellant has never denied the
fact that the cash amounting to Rs. 6,45,50,000/- has been deposited in the bank
accounts during the demonetization. Further, the AR argued that the addition u/s
68 cannot be made as all the entries for which the addition has been made are duly
recorded in the books and have been explained, which were all genuine business
credits. As per the AR, the appellant has offered proper explanation regarding the
source of credit and discharge its onus by filing various documents and the
confirmations received in response to notice u/s 133(6) also proves this fact that the
amount has been received against the receivables which were business
transactions. The AR relied upon the judgment of Hon'ble Rajasthan High Court in
the case of Smt. Harshila Chardi vs. ITO (2007) 208 CTR 208 and submitted that the
appellant has recelved cash from grower/debtors who were duly recorded in the
books and the details of growers/debtors as well as their ledger account copies
have heen duly filed before the AQ. As per the AR, under these circumstances the
addition made by the AQ by applying the provision of section 68 was bad in law,

The AR was asked to file the ledger accounts of the grower for the financial
year 2015-16 to show that the advances were paid in cash and there were
outstanding balance as on 31.03.2016. In response, the AR filed the relevant ledger
account and submitted that the money in question have been recovered from
earlier advance given to the growers and outstanding as an 31.03.2016 which
stands scrutinized in the assessment order of assessment year 2016-17 passed u/s
143(3) of the Income Tax Act, 1961 by the same AOQ, The AR further submitted that
all these accounts are part of books of accounts verified by the AQ to check the
short term loan & advances as per the reason of CASS for that year. The AR referred
to the judgment of the Hon'ble ITAT Delhi Bench Delhi in the case of Atul Mittal for
the contention that when the debtors are considered genuine at the end of
preceding year, the receipt from the said debtors during the year under
consideration cannot be treated as bogus, The AR further referred to the judgment
of the ITAT Hyderabad in the case of ITO vs. Rajender Kumar Taparia where it was
held that the amount received as recovery of debts and the entries in the books of
accounts cannot be considered as cash credits and provision of Section 68 cannot be
applied to trade recoveries made by the assessee during the year. The AR also
referred to the cbservation of the AD where the AQ had mentioned that “most
likely major cash deposited in SBNs at Delhi branch was actually the unaccounted
cash of the assessee” and argued that the word ‘most likely' tantamount ta
presumption and referred to the judgment of the Hon'ble Punjab & Haryana High
Court in the case of Jawahar Oswal. The AR further argued that the independent
confirmations were received by the AO after the assessment which is placed an the
—record of the AD.

- =To verify the claim of the appellant regarding the outstanding debtors during
the immediately preceding year which continued during the year under
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consideration and from whom the advances have been claimed to have been
received back, the assessment records for assessment year 2006-17 & 2017-18 were
called from the ACQ. There appears merit in the argument of the AR that the apening
balance of the growers/debtors as on 01.04.2016 should not have been doubted by
the AQ because the immediate preceding assessment year i.e. A, Y. 2016-17 was
completed w/s 143(3] vide order dated 04.12.2012 by the same AO. In the
assessment order dated 04.12.2018 passed u/s 143(3) for assessment year 2016-17,
it is mentioned that apart from ather issues, the case was selected for the reason
“la) Whether tax aspects related to investments Sadvances/ loans hove been
consigered in the return of income™ and in the second para, the AD mentioned that
“The required details and infarmation were filed by the gssessee through his counsel.
The filed informaotion/documents were examined with respect to the issues in
guestion”, Mo addition was made neither any doubt raised about the investment/
advance/loans. The relovant part of the assessment order for the assessment year
2016-17 is reproduced below:

ASSESSMENT YEAR 2016-17
"2 The case was selecled for imiled soruliny lo examine the following issues-

fal Whether tax aspects related fo invesiments fadvancesdoans have boen
considerad in the refum of incoma

(b} Whether deduction claimed on account of depraciation is admiszible,

fa) Whether disallowance on account of non-deduction, short deduciion or
nonpaymant of TDS has been corectly shown in the retum of income.

2. Subsequantly, the assesses was asked to furnish the requisife informalion from
time fo time by issuing nolice u's 142{1) of the Income Tax Act, 1981, The required
detaile and information were filed by the assesses fhrough his counsel The fifad
information / documents were examined with respect fo the issues in queslion.

3. During the course of assessment proceedings, it has been obsetved from the
documents fumished by the assesses that the assessee has claimed expendilure an
accourtt of depreciation of Rs. 7,680,392~ and Rs. 7,80 390+ while filing his refum of
income. Assesses was asked fo jusiify the same, Jn response to this, assessee in his
reply dated 16/04/30718 submittad that

“A sum of Ry, TEOIVZS hay been reduced fwicely as admissible item on account af
deprecialion from the income wnder the head “lncome from business™, whereby the
income wnder the heod “[ncome from Busimess" which showld heve been Rr.
372331035 resulted fo Ry, IRTVIERTL, Thus, the carrp forward loss of the assessee
company showld have been fs, 437748V72/- as against the Ry, 438320364/ shown in
the retwrn of Income. The copies of origingl os well as revised computation
—gtatements of Income gre enclosed fbr your perusal. It is pertinent fo state tax
'*_.ffﬂ@_{a'!'{v as per the provisions of See. 1138 of the income Tax Act is not effected. ™

2T

Wt has!\bean observed from the documents as well as admifted by e assessee
.{JJ'rr'gbﬂﬁ that the depreciation was claimed twice in the refumn of incorme, thereby, camy
N “forward loss was inflaled lo Rs. 780,382 duwring the year. No revised refum was

“. o o filed” by the assessee. It is clear from the above lhal assessee inflated his

32



I.T.A. No.150/Asr/2021
& L.T.A. No. 94/Asr/2021 |55

depraciation to avoid the due taxes, Therefore, an addition of Rs. 7,80,3924 s made
an s account to the faxable income of the asscssee. The assessea has nof
furnished any plausite resson for claim of deprecistion by an amount which is
doubla the due amount. This has resulted in excess claim of camy forward of foss. In
iy opiian this is & fit case for infdiation of penaity procecdings far filing inaceurate
particulars of iIncome. Penalfy proceedings w's 271(7)(c) of the Income Tax Act, 7961
are initialed for fumishing inaccurste particilars of such incorms,

4. Kesping in view the sbove, the assessed income and Tax are computed az belaw:

Income from businass and Profession Rs. 38013485
Addifion as per para 3 above R, 7,00,3925

Tota! Income from Business & Profession Rs. 3,07, 83,867~
Less: Braught fonvard loss s, (49,65,42, 859)

gof off R=s 387,93 8874

Lass of to next Year Rs. (45,77,48,9724)"

From the above, it is clear that no addition on the issue related to
investments/advances/loans were made during the assessment for assessment year
2016-17. Also, during the assessment proceedings for assessment year 2017-18, the
appellant filed details of the growers/debtors along with their ledger account, on
the basis of which the AD issued letter ufs 133(6) of the Income Tax Act, 1961, The
accounts of these parties were appearing in the books of aceounts of the assessee
and in most of the cases there were opening balances which have been returned
hack. Such balances were not doubted while completing the assessment for the
assessment year 2016-17, meaning thereby that the closing balance as on
31.03.2016 was properly examined because as mentioned above, the case for that
year was selected for limited scrutiny for three reasons, one of them being tax
aspects related to investments/advances/loans. It is also a matter of record that on
the basis of details filed by the assessee, the AQ issued notices u/s 133(6) in &0
cases out of which letters in 16 cases were received back till passing of the
assessment order and one person replied denying any payment to the assessee
while two parties have confirmed payment to the assessee. Further, as per the AR
confirmation fram 13 other parties were also received after passing the assessment
order. The assessment record of the case was called far verifying the above claim of
the AR and on perusal of the record it was seen that in 15 cases |etters have been
raceived confirming the payments to the assessee and one letter has been received
denying the payment. From this, it is clear that the story of the assessee is not
totally unbelievable, Letters were not sent to all the parties and out of the letters
sent, 15 parties have confirmed the returning of advances to the assessee in cash.
This shows that the assessee has infact received back advances from the
-griwwars/debtors which were already appearing in the books of accounts of the
“astéssee. and such hooks of accounts have neither been doubted nor rejected
duﬁng‘the assesstment proceedings, Rather this specific issue of loans & advances by
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the assessee was specifically examined during the assessment for the assessment
year 2016-17 and no adverse inference was drawn by the AD, since nothing has
been mentioned on this issue in the assessment order dated 04.12.2018 passed by
the same AOQ after the demonetization period and the AQ in the “Office Note® for
assessment year 2016-17 has mentioned as under on this issue:

‘2. The second issue was to exsmine the tax espect related fo the advance/foan/

investment considared in he retum of income. In this regard, 1| has been observed

from the documents of the assesses has not invested fo eam fax free income,

Aszesses vide his reply dalfed 144912018 hes confirmed the same. Further,

assesses furmished the detaiis of the persons whom the advanced Rs. G467071274,

On befng englired, It has besen observed thal his amount was extendsd ss

advance fo crop growars of the area in order fo purchase the crop in the hansesting

seasons. This type of practice is normal in the Kashmir region.”

There is further merit in the argument of the AR that in this case, the cash is
received back from advances given to growers which are held to be genuine in the
preceding assessment year by the AQ and therefore, this receipt from the grower
during the period under consideration should not have been held as bogus nor such
receipts can be held as non-explanatory in terms of section 68. The AR further
argued that it was a normal practice to give advance to the growers in the Kashmir
region in order to purchaze of crop in the harvesting season. This argument is also
found acceptable as the AQ has also mentioned the same as reproduced above,

This is not a case of creation of new asset by the assessee, rather the loan &
advances were appearing on the asset side of the balance sheet and it has changed
the shape as cash returned from the debtors without affecting the overall figure of
assets. One form of assets has changed to another from i.e. from the debtors/loan
& advances to cash/bank balance. The assessee has not introduced any new asset in
the books of accounts. Independent verification was done by the AQ through
notices issued w/s 133(6) on test check basis when some of the parties hawve
confirmed the giving back/return of advance to assessee. During the appellant
proceedings, the AR has argued that receiving back of letter from postal authorities
is not a conclusive proof that the parties does not exist because even the impugned
assessment order dated 28.12.2019 passed by the AQ for the assessment year
2017-18 sent to the assessee through post has also been returned back and lying on
the assessment folder which does not mean that the assessee does not exist
(because assessment has been done by the AQ which is sufficient for its existence).
And thus mere returning back of notice by postal authorities is not sufficient
especially when the parties were verified by the AD during the assessment for
immediately preceding assessment year and assessment arder was passed u/fs
143(3) on 04.12.2018. Therefore to doubt the existence of parties and their opening
Balahce as on 01.04.2016, when the advance given during the preceding year and
clln:r:s&gné,.i‘fiﬁlg nce outstanding as on 31.03.2016 has been accepted by the same AQ, is
not.understood & is totally illogical.
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Therefore to conclude, it is observed that from the very beginning, the
assessee has explained the source of cash as realization of advance from
debtors/growers and constantly maintained this stand and even before the ADIT
(Inv.), the same explanation was given. The existence of the loan & advances is not
in doubt as these were one of the bases for selection of case for Assessment Year
2016-17 and were examined during the assessment for the year ended on
31.03.2016. The assessee has provided the complete details like name & addresses
of the parties and their confirmation and ledger accounts. The AO has also issued

lattare ||/c 1QQ(F:\ to some parties and resnonse has been received confirming the
IcLLcil o AJdI\V ] LU oVl el Lo i N shd IO WwWooll T ouniviou wwi 5

return of cash to the assessee except by one party namely Mohd. Abdullah & Sons
(relate amount of Rs. 5,03,336/-). Therefore this amount needs to be added as
unexplained. Hence, the addition to the extent of Rs. 5,03,336/- is confirmed and
the appellant gets relief of the balance amount.

Accordingly, this ground of appeal is partly allowed.

3.3 Ground of Appeal No.2 has not been invoked during the appellate
proceedings and hence no comments are required.

5. We consider the rival submission and perused the documents available in the
record. In our factual matrix, the assessee has “Advance to Grower” in other sense
Sundry Debtors which were carry forwarded from preceding years. There is no
doubt, that the assessee has a sundry debtor in sufficient amount to liquidate the
amount for depositing in the bank. Only, the question is the mode of receiving of
cash by the assessee and deposited it in Kashmir and in Delhi. In argument, the 1d.
CIT DR only pointed out the mode of receiving of cash or returned of cash by the
Growers during demonetisation. The 1d.CIT(A) had clearly verified that the
amount was duly deposited by the farmers and most of the Growers are verified

and accepted the facts.
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5.1 The 1d. Counsel has relied on catena of judgments. In summary the assessee
has enough amount to advance to party/ grower. In preceding assessment year
there, the assessee was maintain more than 6 crore in “Advance to Grower”
account. The full amount was disclosed in books and assessed U/s 143(3). In the
impugned assessment year, the verification was initiated& the part response was in
favour of assessee. Pending verifications were accepted by the appellate authority.
But total addition was made U/s 68 of the Act by the 1d. AO.
We relied on the order of ITAT Delhi bench that Sundry Debtor cannot be added
back U/s 68 as it is not creditor. The assessing authority has doubt on transaction
of assessee with the party. The Hon’able Apex court, supra in observation that
assessment cannot be done on suspicion. The 1d. CIT-DR was not able to submit
any contrary judgment against the submission of assessee. In the submission of
CIT-DR reiterated by demurring onthe mode of transaction of assessee with parties
to whom the advance was given. This can not be negated only on basis of
suspicion.
In our considered view, that there is no infirmity in the order of the 1d. CIT(A). So,
we are not interfering in the order of 1d. CIT(A) related allowing of assessee’s
appeal amount to Rs.6,33,46,052/-. We respectfully relied on the order of Apex

Court, supra. Section 68 is not empowered to allow addition of sundry debtors/
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advance to growers. The 1d. CIT(A) without any cross verification had disallowed
the amount of Rs.5,03,336/-. The rest amount was accepted which was also not
verified& Section 68 is not proper for entertaining the addition. So, we find that
the disallowance of Rs.5,03,336/- is erroneous and liable to be dismissed.

6. In the result, the appeal of the revenue bearing ITA No. 150/Asr/2021 is
dismissed and the appeal of the assessee bearing ITA No. 94/Asr/2021 is allowed.

Order pronounced in the open court on 31.01.2023
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