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S /ORDER

Manoj Kumar Aggarwal (Accountant Member)

1. Aforesaid appeal by assessee for Assessment Year (AY) 2017-18
arises out of the order of learned Commissioner of Income Tax
(Appeals), National Faceless Appeal Centre (NFAC), Delhi [CIT(A)]
dated 03-10-2023 in the matter of an assessment framed by Ld.
Assessing Officer [AQ] u/s. 143(3) of the Act on 28-12-2019.

2. The assessee is stated to be engaged in wholesale and retalil
business of Grocery. It transpired that the assessee deposited Specified
Bank Notes (SBN) in its bank accounts. The Ld. AO added an amount of



Rs.51.97 Lacs to the income of the assessee after reducing closing cash
balance of Rs.9.45 Lacs on the ground that SBN ceased to be legal
tender after announcement of demonetization. The transaction which is
null and void could not be accepted as satisfaction explanation to explain
the source of cash deposits. Accordingly, the impugned amount was
added as unexplained cash credit u/s 68 of the Act.

3. During appellate proceedings, the assessee, inter-alia, tabulated
analysis of sales during various period of AYs 2015-16, 2016-17 and
2017-18 and submitted that there was no unusual increase in sales
during November and December, 2016 as compared to previous
assessment year. The monthly sales were also furnished and it was
submitted that AO did not find any bogus sales or back-dated sales.
Further, the assessee maintained regular books of accounts for sales
receipts and therefore the provision of Sec.68 could not be applied to the
case of the assessee. The Ld. AO verified the cash books. Reliance was
placed on various decisions to support the same. However, Ld. CIT(A)
confirmed the disallowance against which the assessee is in further
appeal before us.

4. From the fact, it emerges that the assessee is running grocery
trade and it is making sales in cash regularly which are being deposited
in the bank accounts. In this year also, the assessee has made cash
deposits in the bank which are evidenced by cash book. The assessee is
maintaining regular books of accounts. The Ld. AO has disregarded the
explanation furnished by the assessee and added the deposit as
unexplained cash credit u/s 68. However, it is quite apparent that the
provisions of Sec. 68 could not be invoked in the case of the assessee

since the primary requirement of Sec.68 is that any sum should be found



credited in the books of an assessee and the assessee offers no
explanation about the nature and source thereof or the explanation
offered by him is not, in the opinion of the Assessing Officer, satisfactory.
In such a case, the sum so credited may be charged to income-tax as
the income of the assessee of that previous year. In the present case,
the assessee has received cash out of sales and the same has been
reflected in the cash book. The cash so available with the assessee has
been deposited in the bank account. The source of cash deposit is cash
sales. It could also be noted that Ld. AO has not pointed out any defect
in the books of the assessee and has not doubted the sales turnover
reflected by the assessee. This sale has been offered to tax by the
assessee. From assessee’s reply to Ld. AO on 29-11-2019, it could be
seen that the assessee has achieved sales turnover of Rs.41.67 Crores
which has been declared in VAT monthly returns. During the year, the
assessee has generated cash sales of approx. 40% and deposited an
amount of Rs.16.62 Crores throughout the year. The impugned amount
of Rs.51.97 Lacs is only a miniscule portion of the same. The cash
deposits are regular and the same are out of business collections only.
The assessee has maintained day-wise cash book the copy of which
was also furnished by the assessee to Ld. AO. On these facts and
circumstances, it could not be concluded that there was unexplained
cash credit in the books of the assessee which would justify invocation of
provisions of Sec. 68 in the hands of the assessee. By deleting the
impugned addition, we allow the corresponding grounds raised by the
assessee. The Ld. AO is directed to recompute the income of the

assessee.



5.  The appeal stand allowed in terms of our above order.

Order pronounced in open court on 7" May, 2024
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