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ARWORDER

Per Shri Sanjay Garg, Judicial Member:

The present appeal has been preferred by the Department
agitating against the action of the 1d. CIT (A) in allowing the appeal
of the assessee and thereby giving exemption u/s 10(26) AAA of the
Income-tax Act, 1961 (the Act).

2. The assessee is a Sikkimese resident and his income is
exempt under 10(26)AAA of the Act. There is no dispute raised
before us regarding the fact that the assessee is a Sikkimese

resident and is entitled to exemption u/s 10(26)AAA of the Act.

3. The only ground raised by the Department is to the effect
that the assessee could not prove that the source of bank deposits
was out of known-sources earned by the assessee in the State of

Sikkim.
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4. The brief facts of the case are that the ld. AO found a cash
deposit of %32,70,11,870/- into the bank account of the assessee
and he made the addition u/s 69A of the Act, treating the same as
unexplained income of the assessee. The 1d. CIT (A), however,
deleted the addition which was made by the ld. AO, observing that
since the assessee was a Sikkim’s resident, therefore, he was
entitled to get exemption in respect of income earned by him from
known sources of income in the state of Sikkim. The Revenue
however, has stated that has not been established on record that
the said amount was earned by the assessee from known sources
of income earned in the State of Sikkim. However, the 1d. counsel
has invited our attention to the opening paras of the assessment
order, to submit that it is the own case of the department that
assessee has business turnover of 35,43,53,194/-. That the said
fact was also verified by the Department from the Sales Tax / VAT
Tax return of the assessee. The ld. Counsel has submitted that the
aforesaid cash deposits in the bank account were out of the
receipts/ sales turnover of the assessee. That the department
having accepted that the assessee has a sales turnover of 5.43
crores, there was no question for the department to add the said
amount under the income tax treating the same as income from

undisclosed sources

5. Prima facie, argument advanced by the ld. Counsel for the
assessee in this respect seems to have force, however, the fact that
the said amount of 22,70,11,870/- was a part of the sales turnover
of the assessee needs to be verified. We accordingly, set aside the
issue to the file of the Id. AO for the limited purpose that the AO
will verify as to the aforesaid bank deposits/ cash deposits were
part of the sales turnover of the assessee, if it is found so, no

addition will be warranted.
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6. The 1d. Counsel for the assessee at this stage has submitted
that since the assessee is in the business of cement and therefore,
the sales receipts were received in cash only and that the said cash
was deposited in the bank account of the assessee. He in this
respect has also relied upon the earlier year order of the CIT (A)
dated 11th December, 2023, relating to A.Y. 2012-13 and further
the order dated 13th December, 2023, for A.Y. 2014-15 and order
dated 13th December, 2023 for A.Y. 2015-16 and another order
dated 13.12.2023 for A.Y. 2016-17 and further another order of
the same date for A.Y. 2017-18, to submit that under similar
circumstances, the cash deposits of the assessee in the bank
account have been accepted by the 1d. CIT (A) as out of sales
turnover. That the Department has not preferred further appeal
against the said orders. It is directed that the 1d. AO will consider
the aforesaid orders / documents relied upon by the counsel for
the assessee and thereafter will decide this limited issue to the
effect that whether the said cash deposits were out of sales
turnover or not, and if the assessee’s claim is found correct, the

impugned addition will not be made.

7. In the result, the appeal of the assessee is treated as allowed

for statistical purposes.

Order pronounced in the Court on 20t November, 2024 at Kolkata.

Sd/- Sd/-
(SANJAY AWASTHI) (SANJAY GARG)
ACCOUNTANT MEMBER JUDICIAL MEMBER

Kolkata, Dated 20.11.2024
*SS, Sr.Ps
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