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आदशेआदशेआदशेआदशे / O R D E R 
Per Bench :  
 
 This is an appeal filed by the assessee against the order of ld. 

CIT(A), National Faceless Appeal Centre (NFAC), Delhi, dated 

10.10.2024, passed in appeal No.CIT(A), Cuttack/10233/2019-20 vide 

DIN & Order No.ITBA/NFAC/S/250/2024-25/1069585705(1) for the 

assessment year 2017-2018, on the following grounds of appeal :-  

1. Return was filed by the appellant on 29.03.2019 and was duly 
accepted by CPC. The AO treated as non est which is 
unlawful 1 and arbitrary. Return income of the appellant was 
not accepted by the AO the same seems to be unlawful and 
unjustified. 

 
2. For that the addition of Rs.22,00,000/- u/s.69A of the I.T. Act. 

is unlawful and unjustified and as such also arbitrary. The 
appellant has duly furnished the books of accounts and has 
disclosed the income duly explained to the AO but the AO did 
not took into consideration. The AO should have accepted the 
explanation and should have also verified the records of the 
appellant. The AO without verifying the details properly had 
just passed the assessment order. The amount of 
Rs.22,00,000/- deposited during the demonization period is 
part of books of accounts which had been duly explained 
before the AO. Without considering the fact the AO on the 
basis of surmises and assumption had added the deposits 
u/s.69A to which the CIT(A) sustained the addition. The 
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addition of Rs.22,00,000/- u/s.69A is arbitrary, unlawful and 
unjustified as it was fully explained. 

 
3. For that under the facts and in the circumstances of the case 

the whole addition as made by the AO is arbitrary, uncalled for 
and unjustified and such addition should be deleted in the 
interest of justice. The AO should have accepted the 
explanation and also should have accepted the return of 
income filed by the appellant. 

 
4. For that under the facts and in the circumstances of the case 

the Order u/s.250 of the I.T. Act. as made by the 
Commissioner of Income Tax (Appeals), NFAC, Delhi is 
arbitrary, unreasonable, unlawful, uncalled for and unjustified 
as the CIT(A) without applying his mind and without going 
through the fact had passed the order abruptly by sustaining 
the addition of Rs.22,00,000/- u/s.69A and dismissing this 
issue raised in the appeal. 

 
5. For that under the facts and in the circumstances of the case 

the return of income filled by the appellant should have been 
accepted. 

 
6. For that under the facts and circumstances of the case, the 

assessment as made and completed u/s. 144 of the I.T. Act. is 
arbitrary, unlawful and unjustified. As the appellant has 
furnished all the details with documentary evidences with all 
the books of accounts in response to the notices and those 
were duly verified and carefully examining by the AO during 
the course of assessment proceedings. Audited profit and loss 
account with Balance sheet were duly verified by the AO and 
all the income earned by the appellant was shown in the Profit 
& Loss account and the same was verified by AO. As such it 
cannot be said that no explanation was furnished by the 
Appellant. 

 

2. Brief facts of the case are that the assessee is a private limited 

company and since no business was carried out during the previous year, 

the return of income was not filed. The AO had information in his 

possession that the assessee has deposited Rs.22 lakhs during 

demonetization period in SBN, therefore, he started the scrutiny 

assessment. Since the assessee has not filed its return of income, notice 

u/s.142(1) of the Act was issued in response to which the assessee finally 

filed its return of income only on 29.03.2019 which was not accepted by 
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the AO and treated as nonest being filed after the time provided in the 

notice u/s.142(1) of the Act. The AO then proceeded to complete the 

proceedings and after considering the details filed by the assessee, had 

made the addition of Rs.22 lakhs u/s.69A of the Act by holding the cash 

deposited during the demonetization period as undisclosed and 

unexplained money. The assessee preferred an appeal before the ld. 

CIT(A), who dismissed the same, therefore,  the present appeal is filed 

before us. 

3. Since all the grounds of appeal are in relation to the single issue of 

addition of Rs.22 lakhs made u/s.69A of the Act, therefore, all the grounds 

are taken together for sake of convenience. During the course of hearing, 

ld. AR of the assessee submitted that the assessee is having cash 

balance available with it as on the opening date of the previous year i.e. 

on 01.04.2016 at Rs.24,55,881/-, which is duly disclosed in the Balance 

Sheet as at 31.03.2016. Out of the said cash balance available, Rs.22 

lakhs was deposited in SBN during the demonetization period and in 

support of the same, copy of the cash book for the year under appeal and 

of immediately preceding year were submitted before us in the paper 

book at pages 42 to 45. The ld. AR also filed copies of the balance sheets 

for the previous year as well as immediately preceding previous year 

where in the cash balance as appearing in the cash books for with the 

years are duly find placed. The ld. AR submitted that since sufficient cash 

balance was available with the assessee as on 09.11.2016 i.e. the date 

when the demonetization was announced and out of such cash balance, 
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the cash available in the SBN was deposited during demonetization 

period, therefore, it cannot be held that the said cash is unexplained and 

undisclosed money of the assessee and thus the provision of section 69A 

of the Act cannot be invoked, He accordingly, prayed for deletion of the 

addition made of Rs.22 lakhs u/s.69A of the Act. Ld. AR further submitted 

his written submission which reads as under:- 

As Per AO- No return was filed for the Asst. Year-2017-18. 
 
In response to notice u/s. 142(1) return was filed on 29.03.2019. 
Return was not filed within the time limit hence treated as non est. 
 
In response to notice to the above, the assessee furnished the 
required details except tax audit reports, documentary evidences in 
support of generation of cash amounting to Rs.22,00,000/- which 
was deposited in the bank accounts along with deposit slips 
evidencing Specified Bank Notes deposited during the 
demonetization period i.e. from 09.11.2016 to 30.12.2016. (Para-4 
of Page-2 of Assessment Order) 
 
Due to non filling of returns the veracity of assessee's claim that 
actual cash in hand balance as on 01.04.2016 was Rs.24,55,881/- 
was considered highly questionable. 
 
No cash deposits during the period from 09.11.2015 to 30.12.2015 
i.e. the period corresponding to the demonetization period of the 
relevant financial year. It was also seen that there was no 
transactions in the bank during the financial year 2015-16 and till 
cash was deposited in the account during the demonetization 
period. 
 
Huge cash balance of Rs.24,55,881/- as on 01.04.2016 was 
artificially created in the cash book. 
 
It is no believable by any stretch of imagination that the business 
which had already been discontinued would have huge cash 
balance as on 01.04.2016. 
 
Source of cash deposits was found to be unexplained. Hence 
treated as unexplained money u/s.69A. 
 
As per CIT(A)- 
 
Notice was issued by the CIT(A) dt.27.01.2021. 
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On the basis of grounds of appeal and the statement of facts, the 
appeal of the Appellants is liable to be dismissed. 
 
Appellant Contentions - 
 
The assessee is a company. The return of the income filed on 
29.03.2019. There is no business during the aforesaid asst. year. 
Certain interest income was earned by the appellant. The appellant 
deposited cash out of the balance available as on 31.03.2016 i.e. 
on 01.04.2016. Copy of the Balance Sheet of both the years was 
duly filed before the AO for his verification. But the AO denied that 
no audit report was furnished. The AO in his order had cleared 
stated that the opening cash in hand as on 01.04.2016 is artificially 
created. When all the details as asked by the AO in his notice was 
duly produced and verified by the AO how could one can say that 
proper evidences not furnished and cash book is artificially created. 
Deposits in cash during the demonization period was duly 
explained. The AO stated that the appellant has failed to offer any 
explanation regarding the cash deposits hence should be 
considered as unexplained. How could cash balance as on 
01.04.2016 i.e. opening balance can be manipulated. The opening 
cash balance as on 01.04.2016 is brought forward amount of 
closing balance as on 31.03.2016. The same can be verified from 
both the audit report. The audit report of both the years was duly 
filed before ROC also. As such it cannot be said that the books of 
accounts are manipulated and also deposits in the bank cannot be 
said as unexplainable. It was also stated that cash deposits during 
the period 10.11.2016 and 14.11.2016 was made but no deposits 
was made in the corresponding period during the F. Year 2015-16. 
This logic is not valid for the addition of cash deposits. 
 
Cash books was furnished before the AO for verification. 
 
CIT(A) dismissed the appeal without proper verification. 
 
No notices was served by the CIT(A). One notice dt.27.01.2021 
was issued. Further no notices was issued. On the basis of 
statement of facts and ground of appeal the CIT(A) without looking 
into the matter and with the closet mind had dismissed the appeal 
which is arbitrary, unlawful, unjustified and against the principal of 
natural justice. 
 
The whole assessment as made by the AO and confirmed by the 
CIT(A) is arbitrary, unlawful and unjustified. The assessment made 
is against the principal of natural justice and the same should be 
deleted in the interest of justice. 
 

Prayer: 
 
The appellant request your honour to kindly consider the fact. The 
appellant shall ever pray. 
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4. On the other hand, ld. Sr. DR vehemently supported the orders of 

the lower authorities and submitted that the return of income filed by the 

assessee was not accepted by the AO and the assessee has failed to 

furnish the necessary evidence to support the claim that sufficient cash 

was available with it. Merely filing the copy of the cash book does not 

dissolve the burden casted upon the assessee to establish the availability 

of the cash in hand with it, which was deposited during the 

demonetization period in the bank. He, therefore, prayed for the 

confirmation of the additions made and confirmed by the lower authorities.  

5. We have heard rival submissions and perused the material 

available on record. In the instant case, it is not in dispute that the 

assessee is not having any business activity during the previous year. 

From the perusal of the copy of the profit and loss account, there is no 

revenue from sales and only petty income in the shape of interest etc. is 

received which was not sufficient to cover up the day-to-day business 

expenditure such as salary, finance, cost etc. The return of income was 

filed belatedly by the assessee which has not been accepted by the  AO, 

however, the fact remained that the assessee being a private limited 

company and the financial statements were duly submitted before the 

Registrar of Companies, According to such financial statements the 

assessee is having cash balance of Rs.7,15,614/- as at 31.03.2017 and 

Rs.24,55,881/- as at 31.03.2016. The corresponding cash balance as on 

01.04.2015 was of Rs.6,37,424/-. The amount of cash in hand available 

with assesseee is accumulation of liquidation from the debtors in cash as 
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well as bank withdrawal which has duly been recorded in the cash book 

for the period from 01.04.2015 to 31.03.2017 i.e. for two financial years. It 

is also seen that as on the first day of the previous year i.e. on 01.04.2016 

as per the cash book the opening balance was of Rs.24,55,881/- and after 

meeting out the day-to-day expenses and adding-up the bank 

withdrawals, the total cash available as on the mid night of 08.11.2016 i.e. 

the date when the demonetization was announced by the Hon’ble Prime 

Minister, the assessee was having cash balance of Rs.24,55,881/- out of 

which it has been claimed that Rs.22 lakhs was deposited in SBN during 

the demonetization. This fact remained uncontroverted by the AO. The 

cash book is reproduced as under :- 
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6. Since the assessee is having sufficient cash balance out of which 

the amount of Rs.22 lakhs was deposited in the bank during the 

demonetization in SBN, therefore, we find no occasion to hold such cash 



 

ITA No.510/CTK/2024 

 

9

deposited as unexplained and, therefore, the addition made by the AO on 

this account is hereby deleted.  

7. It is also worthwhile to mention here that the AO has not doubted 

the books of accounts and other documents filed by the assessee nor the 

provisions of Section 145(3) of the Act were invoked before making the 

addition of cash deposited in SBN during the demonetization claimed by 

the assessee as out of the cash available, in the bank account maintained 

by it on day-to-day basis. Therefore, the provision section 69A cannot be 

invoked. Thus, all the grounds of appeal of the assessee are allowed.  

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

 Order pronounced in the open court on 12/12/2024.  
 

                 Sd/- 

 (GEORGE MATHAN) 
Sd/- 

          (MANISH AGARWAL) 
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