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PER B.R. BASKARAN, ACCOUNTANT MEMBER: 
 
   The appeal filed by the assessee is directed against the 

order dated 31.03.2014, passed by Ld. Commissioner of Income 

Tax (Appeals) (Central)-I, Chennai and it relates to assessment 

year 2004-05.  The assessee is aggrieved by the decision of Ld. 

CIT(Appeals) on confirming the addition of `50 lakhs relating to 

unexplained advances given through pro-notes.   
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2. The facts relating to the above said issue are in brief.  The 

Department carried out search and seizure operation in the 

business and residential premises of the assessee on 27.03.2007.  

During the course of search, two pro-notes, both dated 19.9.2003, 

signed by a person named Mohanlal Jain, were found.  The 

aggregate amount mentioned in both the pro-notes was `50 lakhs.  

Since the assessee failed to explain the sources for giving loan 

through pro-notes, the Assessing Officer assessed the amount of 

`50 lakhs as income of the assessee treating the same as 

undisclosed advances.  The Ld. CIT(Appeals) also confirmed the 

said addition.  Aggrieved, the assessee has filed appeal before us.   

 
3. Ld. counsel appearing for the assessee submitted that the 

Ld. CIT(Appeals) has not properly considered the explanation of the 

assessee with regard to the two pro-notes found during the course 

of search.  The assessee had also furnished confirmation letter 

obtained from Shri Mohanlal Jain, wherein he has clearly stated that 

he did not give any money against the pro-notes since the deal got 

cancelled.  Ld.counsel submitted that the Ld. CIT(Appeals), without 

considering the explanations of the assessee as well as the 

confirmation letter given by Shri Mohanlal Jain, has proceeded to 

confirm the addition on the ground that the assessee has failed to 
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furnish financial statements pertaining to Shri Mohanlal Jain.  

Ld.counsel submitted that the assessee was not in a position to get 

financial statements from Shri Mohanlal Jain as the said party was 

not under his control.  Accordingly, the Ld.counsel submitted that 

the Ld. CIT(Appeals) was not justified in confirming the impugned 

addition.   

 
4. On the contrary, the Ld. D.R. submitted that the assessee 

has failed to furnish any explanation before the Assessing Officer.  

Even though he filed a confirmation letter alleged to have been 

obtained from Shri Mohanlal Jain, yet, he failed to furnish other 

documents to substantiate his claim.  Accordingly, the Ld. D.R. 

submitted that the Ld. CIT(Appeals) was justified in confirming the 

addition of `50 lakhs. 

 
5. We have heard the rival contentions and carefully perused 

the record.  Admittedly, the Department has unearthed two pro-

notes having an aggregate value of `50 lakhs, executed by a 

person named Shri Mohanlal Jain.  It is also an undisputed fact that 

the assessee has failed to furnish any explanation with regard to 

these pro-notes during the course of assessment proceedings.  

However, during the appellate proceedings before Ld. 

CIT(Appeals), the assessee has come up with an explanation that 
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the financial deal did not get through, i.e. the assessee did not 

advance any money against the pro-notes found during the course 

of search.  In support of this explanation, the assessee has also 

filed a confirmation letter obtained from Shri Mohanlal Jain.  

However, we notice that the Ld. CIT(Appeals) did not consider the 

explanation of the assessee as well as the confirmation letter filed 

by the assessee and instead proceeded to confirm the addition on 

the ground that the assessee has failed to furnish financial 

statements relating to Shri Mohanlal Jain.  The approach adopted 

by the Ld. CIT(Appeals), in our view, does not appear to be correct.  

In our view, the Ld. CIT(Appeals) should have examined the 

explanation of the assessee and should have called for a remand 

report from the Assessing Officer with regard to the explanation as 

well as the confirmation letter before deciding the issue.  In our 

view, when an assessee offers a fresh explanation, it is necessary 

on the part of tax authorities to examine the veracity of the 

explanation before rejecting the same.  Since the Ld. CIT(Appeals) 

has failed to examine or cause to be examined the explanation as 

well as the documents furnished by the assessee, we are of the 

view that this issue requires a fresh examination at his end.  

Accordingly, we set aside the order of the Ld. CIT(Appeals) and 

remit it to his file with the direction to reconsider the issue afresh 
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and take appropriate decision in accordance with law after affording 

necessary opportunity of being heard to the assessee.   

 
6. In the result, the appeal filed by the assessee is treated as 

allowed for statistical purposes.   

 
  Order pronounced on the 21st day of January, 2015 at 

Chennai. 

 

  Sd/-        sd/- 

    ( वकास अव�थी)      (बी.आर. बा�करन) 

   (Vikas Awasthy)     (B.R. Baskaran) 
 �या"यक सद�य/Judicial Member   लेखा सद�य/Accountant Member 
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