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ORDER

PER S. BALAKRISHNAN, Accountant Member :

This appeal filed by the assessee against the order of the Ld.
Commissioner of Income Tax (Appeals), National Faceless Appeal
Centre, Delhi [Ld. CIT(A)-NFAC] in DIN & Order No.

ITBA/NFAC/S/250/2023-24/1059293639(1), dated 2/1/2024
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arising out of the order passed U/s. 143(3) of the Income Tax Act,

1961 [the Act] for the AY 2018-19.

2. Briefly stated the facts of the case are that the assessee,
proprietor of M/s. Raghvendra Associates, is engaged in the
business of trading in products of ITC Limited including tobacco,
food products and cosmetic products, etc. The assessee filed his
return of income admitting a total income of Rs. 38,77,900/- on
29/9/2018 for the AY 2018-19. The return was summarily
processed U/s. 143(1) of the Act. Subsequently, the case was
selected for Limited Scrutiny under CASS to verify the cash
deposits. Thereafter, statutory notices U/s. 143(2) and 142(1) of
the Act along with questionnaire were issued and served on the
assessee. In response to the notices, the assessee furnished the
information from time to time. Considering the submissions
made by the assessee, the Ld. AO made addition of Rs.
1,35,08,689/- U/s. 68 of the Act, being cash deposited in to the
bank account by the assessee. The Ld. AO did not accept the
contention of the assessee that the cash is received from credit
sales made to various parties and it is realization from the
sundry debtors. The Ld. AO further observed that the assessee

has not furnished the details of parties such as complete
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address, PAN, GST NO. and confirmation of accounts from the
parties. Further, the Ld. AO also made an addition of Rs.
96,300/- U/s. 68 of the Act wherein it was observed that the
assessee has deposited cash on different dates in the Indian
Bank account of the assessee, which was originally not disclosed
by the assessee. Aggrieved, by the order of the Ld. AO, the
assessee filed an appeal before the Ld. CIT(A)-NFAC. The Ld.
CIT(A)-NFAC considering the submissions made by the assessee’s
Representative, dismissed the appeal of the assessee thereby
upholding the order of the Ld. AO. Aggrieved by the order of the
Ld. CIT(A)-NFAC, the assessee is appeal before the Tribunal by

raising the following grounds of appeal:

“I1. The order of the Ld. CIT(A) is contrary to the facts and also
the law applicable to the facts of the case.

2. The Ld. CIT(A) is not justified in sustaining the addition of
Rs. 1,35,08,689/- made by the AO U/s. 68 of the Act
towards alleged unexplained cash deposits in the bank
accounts of the appellant.

3. The Ld. CIT(A) is not justified in sustaining the addition of
Rs. 96,300/- made by the AO U/s. 68 of the Act towards
unexplained cash deposits in Indian Bank account of the

appellant.
4. Any other grounds may be urged at the time of hearing.”
3. Grounds No.1l and 4 are general in nature and therefore

they need no separate adjudication.



4. With respect to Ground No.2, the Ld. Authorized
Representative [Ld. AR] argued that the assessee has made a
total turnover of Rs. 161,11,15,940/- (inclusive of VAT, GST and
Cess) comprising of cash sales amounting to Rs. 123,60,76,454/ -
and credit sales amounting to Rs. 37,50,74,487/-. The Ld. AR
submitted that the Ld. AO has accepted the cash deposits arising
out of the cash sales to the extent of Rs. 123,60,76,454/-.
However, the Ld. AO disallowed a sum of Rs. 1,35,08,689/- which
was realization of cash from debtors arising out of the credit
sales. The Ld. AR further submitted that however the Ld. AO has
not disputed the cash payments made by the assessee amounting
to Rs. 62,87,543/- as detailed in Page No. 312 of the Paper Book.
The Ld. AR further submitted that the assessee has realized Rs.
2,29,44,790/- in the form of cash as collection from debtors
arising out of the credit sales and out of which the above cash
payments amounting to Rs. 62,87,543/- were incurred by the
assessee and the balance amount of Rs. 1,35,08,689/- deposited
into the bank account. The Ld. AR therefore pleaded that since
the Ld. AO has accepted the cash arising out of the collection
from debtors, which was utilized for incurring various expenses,

it is not valid that the balance amount of Rs. 1,35,08,689/-
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deposited into the bank account shall be disallowed U/s. 68 of
the Act. The Ld. AR therefore pleaded that the addition may be

deleted.

Per contra, the Ld. DR heavily relied on the orders of the Ld.
Revenue Authorities and submitted that the assessee has not
filed the details of sundry debtors including PAN, Addresses, GST
/ VAT Nos of various parties. Therefore, the Ld. DR pleaded that
the assessee has not proved the genuineness of the collection
from the debtors and hence the orders of the Ld. Revenue
Authorities be upheld. Countering the argument of the Ld. DR,
the Ld. AR submitted that the bank account statement and the
GST returns have been filed before the Ld. Revenue Authorities
disclosing the cash and credit sales. The Ld. AR therefore
submitted that the Revenue has not disputed the total turnover
of the assessee. The Ld.AR also further submitted that the cash
collection from the debtors comprises of more than 2000 parties
who were all Kirana Traders or small / petty shop owners, who
are not covered by GST/VAT provisions. He therefore once again

pleaded that the addition may be deleted.

S. We have heard both the sides and perused material

available on record as well as the orders of the Ld. Revenue
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Authorities. In this case we find that the Revenue has not
disputed the total turnover of the assessee ie., Rs.
161,11,15,940/-. Further, the Revenue has also not doubted the
genuineness of the cash expenditure amounting to Rs.
62,87,543/-. In this context, the argument of the Ld. AR
deserves consideration wherein these cash expenses were
incurred out of the cash collection from debtors and the balance
of Rs. 1,35,08,689/- was deposited into the bank account. There
is also merit in the argument of the Ld. AR that the parties are
small traders who have paid cash amounting to less than Rs.
10,000/- per party. We also agree with the view of the Ld. AR
that these small traders are not covered under the GST Act.
Further, the Ld. AR has also demonstrated before us the cash
book abstract detailing the cash sales, cash receipts from debtors
and cash payment for expenditure and the balance cash available
in the financial statements as detailed in page 312 of the paper
book. We are therefore inclined to accept the view of the Ld. AR
that these cash deposits arise out of the realization from various
parties to whom the credit sales have been made by the assessee
and hence the addition made by the Ld. Revenue Authorities
deserves to be deleted. Thus, Ground No.2 raised by the

assessee is allowed.



6. With respect to Ground No.3, regarding the addition of Rs.
96,300/-, we find that the assessee has not explained the source
of the above cash deposits into the Indian Bank Account before
the Ld. Revenue Authorities. We also find from the Ld. CIT (A)-
NFAC order that the assessee has not filed any details even
before the Ld. CIT(A)-NFAC. Neither is it filed before us. We are
therefore inclined to upheld the order of the Ld. Revenue
Authorities on this ground as we find no infirmity in the order of
the Ld. CIT(A)-NFAC. Accordingly, this ground raised by the

assessee is dismissed.

7. In the result, appeal of the assessee is partly allowed.

Pronounced in the open Court on 21st March, 2024.

Sd/- Sd/-
(GETTHR. TegSN) (THTEITHSOTe)
(DUVVURU RL REDDY) (S.BALAKRISHNAN)
1AW ET/JUDICIAL MEMBER  d@M&&d/ACCOUNTANT MEMBER

Dated : 21.03.2024

OKK - SPS
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eI ATIT3TENT / Copy of the order forwarded to:-
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Visakhapatnam
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