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aRA/ORDER

PER DR. MANISH BORAD, ACCOUNTANT MEMBER :

The present appeal is directed at the instance of the assessee
against the order of the National Faceless Appeal Centre, Delhi,
(hereinafter the “1d. CIT(A)”) dt. 27/01/2023, passed u/s 250 of the
Income Tax Act, 1961 (“the Act”) for the Assessment Year 2017-18
which is arising out of the assessment order framed u/s 143(3) of the

Act dt. 09/12/2019.

The assessee has raised the following grounds of appeal:-

“1. For that on the facts and in the circumstances of the case, the lower authorities
were grossly unjustified in law and on facts in dismissing the appeal ex-parte.

2. (a) For that on the facts and in the circumstances of the case and in law, the
lower authorities grossly erred in treating the cash deposits of Rs.78,809/- in the
bank account maintained with State Bank of India as unexplained money u/s 69A
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without appreciating that the deposits was out of the assessee's own income which
was reported in the return of income and offered to tax.

(b) For that on the facts and in the circumstances of the case and in law, the lower
authorities grossly erred in treating the deposits agqregating to Rs.4,18,77,888/- in
the bank accounts maintained with Boral Union Co-operative as Bank Limited
unexplained money u/s 69A, without appreciating that these banks were operated
and beneficially held by the assessee's partnership firm, and the receipts/payments
therein formed part of the regular books of accounts of the Partnership Firm, M/s
Champahati C.S. Shop and in that view of the matter, the impugned addition made
u/s 69A of the Act in the hands of the appellant deserves to be deleted in full.

3. For that on the facts and in the circumstances of the case, the orders of the
lower authorities assessing the deposits aggregating to Rs.4,19,56,697/- as
unexplained investment u/s 69A of the Act may kingly be set aside.

4. For that the appellant craves leave to submit additional grounds and /or
amend or alter the grounds already taken either at the time of hearing of the appeal
or before.”

2. Brief facts of the case are that, the assessee is a partner in
partnership firm, Champahati C.S. Shop, which holds liquor license
and is engaged in the business of trading in liquor. The assessee had
filed return of income u/s 139(1) of the Act for AY 2017-18 on
13.02.2018 declaring total income of Rs.6,80,020/-. Case selected for
scrutiny through CASS for verification of cash deposited during
demonetization period followed by issuance of notice u/s 143(2) &
142(1) of the Act. In the course of the assessment, the AO noted that
the assessee inter alia held Savings Bank Account with State Bank of
India A/c No0.322443377778, Current Account No0.034905003599 with
ICICI Bank, and a Current Account bearing No. 20654 and Overdraft
Account bearing No. 724 with Boral Union Cooperative Bank Ltd in
which substantial cash deposits were made. According to the AQO, the

cash deposits in these bank accounts did not form part of the books of



IRIB? Irdieti siferaszor
INCOMETAX APPELLATE TRIBUNAL

L.T.A. No. 192/Kol/2023
Assessment Year: 2017-18
Oinidri Chakraborty

accounts of the assessee and therefore required the assessee to explain
the same.

2.1. The assessee filed submission dated 05/03/2021, and brought to
the notice of the AO that the bank accounts held with ICICI Bank &
Boral Union Cooperative Bank were owned and operated by M/s.
Champahati CS Shop, a partnership firm in which the assessee is a
partner. To substantiate its claim, the assessee had filed the copy of the
Trade License issued in the name of the partnership firm and a
declaration from the Banks stating that the account was held in their
branch as a partnership account of M/s Champahati CS Shop and not
a proprietorship account of the assessee. The AO accepted the
affirmation provided by the ICICI Bank but held the assessee to be the
owner of the monies held with Boral Union Cooperative Bank. The AO
held that the cash deposits of Rs.78,809/- appearing in SBI and cash
deposits of Rs.66,93,728/- & Rs.3,51,84,160/- appearing in the two
bank accounts held with Boral Union Cooperative Bank were found
not recorded in the books of the assessee and therefore treated the
aggregate sum of Rs.4,19,56,697/- as unexplained cash credit u/s 69A
of the Act in the hands of the assessee.

22. Aggrieved, the assessee preferred an appeal before the Ld.
CIT(A) who dismissed the same.

3.  Aggrieved the assessee is now in appeal before this Tribunal.

4. At the time of hearing the Ld. Counsel for the assessee for the
assessee brought to our notice the synopsis of the cash deposits in the

bank accounts held with SBI Bank & Boral Union Cooperative Bank
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wherein it was explained that only the savings bank account held with
SBI beneficially belonged to and was owned by the assessee and that
the cash deposits of Rs.78,809/- therein formed part of her books of
accounts and was duly considered while calculating the income of
Rs.6,80,020/- earned by her during the year. In respect of the bank
account held with Boral Union Cooperative Bank, it was stated that all
the transactions recorded in the bank accounts held with Boral Union
Cooperative Bank comprised of the transactions undertaken by her
partnership firm, M/s Champahati CS Shop and that all the deposits
and withdrawals including the bank balance were recorded in the
books of M/s Champahati CS Shop for the year ended 31t March,
2017. In support of the same, the Ld. AR brought to our notice the
copy of the partnership deed dated 31.08.2016 between the assessee
and her sister, Smt. Oishi Chakraborty which was formed pursuant to
the joint inheritance of the liquor license and the Champahati CS Shop
upon the demise of their mother on 29.07.2016. The Ld. AR further
invited our attention to the copy of bank statements placed at Pages 45
to 81 of the Paper Book to show that the account was held in the name
of M/s Champahati CS Shop and not the assessee. Boral Union
Cooperative Bank in their declaration, which is placed at Page 10 of
the paperbook had also confirmed that the bank account is owned and
held by the partnership firm. Upon query from the Bench, the Ld. AR
also placed before us the audited financials of the partnership firm
M/s Champahati CS Shop to show that the cash deposits made in the
Bank Account Nos. 20564 & 724 represented the deposit of proceeds
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on sale of liquor and that the sales reported by the said partnership
firm is Rs.12,85,49,570/- which was far in excess of the cash deposited
in the Bank Accounts held with Boral Union Cooperative Bank. The
assessee also placed before us the Bank ledgers of M /s Champahati CS
Shop at Pages 12 to 18 which evidenced that the cash deposits in these
bank accounts belonged to M/s Champahati CS Shop and the source
of alleged cash is sales made in the business of trading of liquor. To
further buttress his submission, the Ld. Counsel for the assessee
placed on record the assessment order passed in the case of M/s
Champahati CS Shop for the subsequent AY 2018-19 to show that the
monies transacted in the Bank Account held with Boral Union
Cooperative Bank had been considered and assessed in the hands of
the partnership firm by the 1d. CIT(A).

41. The Ld. AR, therefore, pleaded that the impugned addition
made in the hands of the assessee was unjustified as the Bank accounts
held with Boral Union Cooperative Bank did not belong to her.
Further as the cash deposited therein had already been credited and
formed part of the regular books of her partnership firm, M/s
Champahati CS Shop, it was claimed that the impugned addition
tantamounts to assessment of the same amount twice.

5. On the other hand, the Ld. DR vehemently argued supporting
the order of the 1d. AO.

6. We have heard rival contentions and perused the material
placed before us. Addition of Rs.4,19,56,697/- made by ld. AO u/s
69A of the Act for unexplained cash deposits confirmed by 1d. CIT(A)
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is in challenge before us. We notice that the case of the assessee was
selected for scrutiny for the reason of large cash deposits. In the
income tax return filed by the assessee during FY 2016-17, she has
reported a total income of Rs.6,80,020/-. It is also noted that the
assessee is a partner along with her sister in a partnership firm, M/s
Champahati CS Shop through which they conduct business of trading
in liquor. It was brought to our notice that this liquor license under the
trade name M/s Champahati CS Shop was earlier held by the mother
of the appellant, Smt. Rama Chakraborty who passed away on
29.07.2016. Thereafter, the assessee and her sister inherited the license
and they continued the trade under the same name & style of M/s
Champahati CS Shop by way of a partnership firm. From the audited
financials of the partnership firm, it is noticed that the total turnover is
Rs.12,85,49,570/- and the net profit reported is Rs.4,02,133/- after
claiming partner’s salary at Rs.6,20,000/-. The partnership firm had
filed return of income on 07.11.2017. The Ld. AR also pointed out that
the partnership firm operated bank accounts with ICICI Bank and
Boral Union Cooperative Bank and that the aggregate cash deposits in
these bank accounts being Rs.3,94,92,930/- & Rs. 8,19,62,890/-
respectively commensurate with the sales of the partnership firm, M/s
Champahati CS Shop.

6.1. During the course of assessment proceedings, the 1d. AO noted
that the bank accounts held with SBI, ICICI Bank & Boral Union
Cooperative Bank were appearing in the AIR details of the assessee

and required her to explain the same. Before the AO, the assessee is



IRIB? Irdieti siferaszor
INCOMETAX APPELLATE TRIBUNAL

L.T.A. No. 192/Kol/2023
Assessment Year: 2017-18
Oinidri Chakraborty

stated that accounts held with ICICI Bank & Boral Union Cooperative
Bank did not belong to her in her personal capacity but were held by
M/s Champahati CS Shop, a partnership firm in which she was a
partner. The assessee furnished bank confirmations as well. Although
the AO accepted the bank confirmation issued by ICICI Bank, but no
cogent reasons were assigned by him for holding that the accounts
held with Boral Union Cooperative Bank belonged to the assessee and
thereby assessing the cash deposits therein in the hands of the assessee
as unexplained u/s 69A of the Act.

7. Now, when the matter travelled before 1d. CIT(A), before whom
the above facts were stated in the appeal filed before him, but in the
absence of compliance by the assessee to the notices of hearing, the 1d.
CIT(A) proceeded to adjudicate the appeal on merits ex-parte and
dismissed the same. In our humble understanding 1d. CIT(A) has co-
terminus power to that of 1d. AO and in the larger interest of justice,
he ought to have given sufficient opportunity to the assessee to
explain her case and should have given due weightage to the
averments made by her so as to end the litigation.

7.1. However, now since the assessee filed the bank ledgers, bank
confirmations and the audited financials of the partnership firm, M/s
Champahati CS Shop along with the assessment order for subsequent
AY 2018-19 which shows that the deposits in the bank account held
with Boral Union Cooperative Bank belonged to the partnership firm
and not the assessee, we do not find it reasonable to restore the issues

to 1d. CIT(A) or 1d. AO for going through the relevant evidences and
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thus, decide to adjudicate the issue in light of the facts available before
us.

8.  From the confirmation issued by Boral Union Cooperative Bank,
it is noted that the bank account held with them was the partnership
account and not the proprietorship account of the appellant. Also, the
bank statement of Boral Union Cooperative Bank reveals that the
account was held in the name of M/s Champahati CS Shop which is
noted to be a partnership firm having separate identity and PAN
AADFC1592L. The assessee has also furnished the bank ledgers which
show that the entries found in the bank accounts held with Boral
Union Cooperative Bank were accounted for in the books of M/s
Champahati CS Shop and the cash deposits therein represents sale
proceeds from liquor sale conducted by the partnership firm at the
shop and the same was utilized to make payments to the suppliers for
purchase of liquor. Also, the audited financials as well as the income-
tax return of M/s Champahati CS Shop shows that these cash sales
deposited in the bank account held with Boral Union Cooperative
Bank formed part of the total turnover of Rs.12,85,49,570/- declared in
the regular books of accounts. On these facts, we find sufficient merit
in the submission of the assessee that the addition of Rs. 4,19,56,697/ -
made by the AO u/s 69A of the Act in relation to the cash deposited in
Boral Union Cooperative Bank was unjustified as the same did not
relate to her but belonged to her partnership firm M/s Champahati CS

Shop in which both the bank accounts and the cash deposits from cash
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sales had been duly accounted in the regular books of accounts. We,
therefore, direct the Ld. AO to delete the same.

9. Now coming to the cash deposit of Rs.78,809/- found in the State
Bank of India, it is noted that the assessee had reported business
income under the presumptive taxation scheme of Rs.6,97,237 /- which
is indeed sufficient to justify the cash deposits of Rs.78,809/- found in
her personal bank account held with State Bank of India. Hence, the
aforesaid addition is also held to be untenable and the 1d. AO is
directed to delete this addition made u/s 69A of the Act as well.

10.  Accordingly, all the grounds of appeal raised on merit by the
assessee are allowed as per the terms indicated above. Other grounds
being infructuous and general in nature need no adjudication.

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

Order pronounced in the Court on 227 June, 2023 at Kolkata.

Sd/- Sd/-
(SONJOY SARMA) (DR. MANISH BORAD)
JUDICIAL MEMBER ACCOUNTANT MEMBER

Kolkata, Dated 22/06/2023
I A7
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