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PER  ANNAPURNA GUPTA, ACCOUNTANT MEMBER 
  

 
Present appeal has been filed by the assessee against order of 

the National Faceless Appeal Centre (NFAC), Delhi [hereinafter 

referred to as “the NFAC”] dated 14.3.2022 under section 250 of the 

Income Tax Act, 1961 [hereinafter referred to as "the Act" for short] 

for the Asst.Year 2017-18.    

 
2. Sole issue relates to the addition made to income of the 

assessee on account of cash found deposited in bank account 

amounting to Rs.12.00 lakhs, which remained unexplained. 
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3. As transpires from orders of the authorities below, the 

assessee is running a beauty parlor and is a small entrepreneur.  

The basis with the authorities below for holding the cash deposits as 

unexplained is that the opening cash balance in the cash book was 

found to be very high andthe  cash book furnished by the assessee 

was found to  be unreliable. The explanation therefore of the 

assessee that the cash book explained the source of cash deposit 

was rejected. The relevant findings of the AO in para-5 of his order 

are as under: 

 

 

4. As is evident from  a bare perusal of the  above  the AO rejected 

the cash book of the assessee noting anomalies in the same to the 

effect thatthe opening balance  of cash was found to be very high 
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compared to the income returned in the preceding years, and no 

withdrawal for household expenses were made and various debit 

entries were found to be made in the cash book, which were for the 

payment of purchases of products via online market point of sales.   

 
5. We have noted from the ld.CIT(A)’s order that the assessee had 

explained each and every anomaly pointed out by the AO as above.  

The assessee had contended that for the past three years ending on 

31.3.2014, 31.3.2015 and 31.3.2016,her cash in hand consistently 

was on the high side and the cash balances were disclosed in the 

return of income  filed ,being Rs.16.00 lakhs, Rs.11.81 lakhs and 

Rs.10.65 lakhs respectively; that the AO  had taken small cash 

balance for the year ending 31.3.2013 i.e. four years before the 

impugned year. A.Y 2017-18, of Rs.2.72 lakhs,which was highly 

irrelevant.  The assessee had also pointed out that the fact  noted by 

the AO for not accepting the cash balance reflected  in the return of 

income of the assessee for Asst.Year 2014-15  that the return was 

not scrutinized also made no difference, more particularly when the 

present proceedings related to Asst.Year 2017-18, and the assessee 

did reflect the cash balance in her ITR for Asst.Year 2014-15 at 

Rs.16 lakhs.  The contention of the AO that the assessee had not 

established the cash on hand as on 31.3.2014 of Rs.16.00 lakhs 

with relevant documentary evidence, was also pointed out to be 

irrelevant since the issue for consideration pertained to Asst.Year 

2017-18 and this question was never put to the assessee at all.  As 

for contention of the AO that the assessee had not furnished any 

reason for keeping said huge cash, the same was pointed out to be 

irrelevant as long as the said cash balance was duly reflected in the 

return of income filed, and there was nothing on record with the AO 

to show that the balance  had been spent/utilized by the assessee at 
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any point of time.  The assessee also countered the contention of the 

AO regarding no household withdrawal pointing out that there was 

no requirement as such for making any withdrawal for household 

expenses since they were made by the rest of the family members 

comprising of husband and two grown-up children.  

 
6.  The ld.CIT(A), we have noted, has not considered the above 

contention of the assessee while upholding the order of the AO and  

hassimply stated that the assessee was unable to reconcile the 

defects as pointed out by the AO in its books of accounts.   

 
7. We have considered the explanation furnished by the assessee 

to the AO and we find that there is no case has made out by the 

Revenue for treating the cash deposit of Rs.12 lakhs as unexplained 

in the light of the said explanation.  The contention of the assessee, 

as emanating from the cash book itself, is that the cash deposits are 

sourced from the huge cash balance maintained by her.  This huge 

cash balance for the past three years has been consistently reflected 

by the assessee in her return of income filed.   This fact has  

remained uncontroverted. The Revenue has also not brought to light 

any subsequent  utilization of this cash balance by the assessee. The 

assessee has also never been asked to justify its opening cash 

balance, therefore, this opening cash balance cannot now be 

doubted by the Revenue.  As for no household withdrawals being 

made and other defects also, they all stand  duly explained by the 

assessee as noted above and the Revenue has been unable to point 

any anomalies/infirmities in the same.  There is no case therefore 

we hold for rejecting the cash book of the assessee as unreliable and 

the cash deposits of Rs.12 lacs therefore we hold stand duly 

explained from the entries in the cash book. Addition therefore made 
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of Rs.12.00 lakhs  on account of cash deposited in the bank account 

of the assessee remaining unexplained, is therefore, not sustainable 

and is directed to be  deleted. 

 
8. In the result, appeal of the assessee is allowed.   

Order pronounced in the Court on 15th February, 2023 at 
Ahmedabad.   
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JUDICIAL MEMBER 
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ACCOUNTANT MEMBER 
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