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PER MAHAVIR SINGH, VP 

This appeal by revenue is arising out of the order of ld. 

CIT(A)-5 Ludhiana in appeal No. 10308/(302)CIT(A)-5/Ldh/2019-

20 order dated 30.03.2024. 

2. The only issue in this appeal of Revenue is as regards to the 

order of CIT(A) deleting the addition of unexplained cash credit of 
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Rs.1.50 Cr added under Section 68 of the Act.  For this, Revenue 

has raised the following Ground Nos. 1 and 2 : 

“1. Whether upon the facts and circumstances of the case and in 

law, the ld. CIT(A) erred in deleting addition of Rs.1,50,00,000/- 

on account of unexplained cash credit  under Section 68 of the 

Income Tax Act ? 

2.  Whether upon the facts and circumstances of the case and in 

law, the ld. CIT(A) erred in deleting the addition of 

Rs.1,50,00,000/- by holding that the assessee has proved the 

genuineness of  transaction and credit worthiness of  the loaner ?” 

 

3. The brief facts are that the assessee is a Private Limited 

Company and filed its return of income for the relevant 

assessment year 2017-18 on 31.10.2017.  During the course of 

assessment proceedings, the AO noticed that the assessee has 

received unsecured loan of Rs.1,82,31,394/- from Smt. Dimpy 

Malhotra.  The AO required the assessee to explain the unsecured 

loan of Rs.1.50 Cr received from Smt. Dimpy Malhotra in terms of 

the provisions of Section 68 of the Act.  The AO noted that the 

assessee failed to prove the genuineness of transaction and credit 

worthiness of unsecured loan and hence he added this sum of 

Rs.1.50 Cr by treating the same as unexplained cash credits.  The 

AO also taxed the same under Section 115BBE of the Act. 

Aggrieved the assessee preferred appeal before CIT(A).   
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4. The CIT(A) deleted the addition by observing in para 5.2.3 

sub-para (xi) and (xii) as under : 

 (xi) With this discussion on legal aspects, the factual matrix in the case of Dimpy 

Malhotra is discussed as under: 

Addition of Rs. 1,50,00,000/- was made out of loan given by Dimpy Malhotra. 

The reason mentioned was that Rs.150,00,000/- were received from Shri Arun 

Malhotra and Sh Arun Malhotra has filed return declaring very low Income. At 

the same time the AO has mentioned that Dimpy Malhotra has filed return 

declaring income of Rs.44r83,960/-and exempt income of Rs. 30,08,527/-. Total 

loan given was 1,82,31,394/-. Amount received from Arun Malhotra has not 

been accepted by the AO only on the basis of low returned income of Arun 

Malhotra. Thus, there can not a strict interpretation of creditworthiness vis a vis 

returned income. Also, there is not automatic co-relation of creditworthiness with 

returned income. It has to be considered with respect to facts of individual case 

and result of enquiry. As regards, Arun Malhotra, the AR has brought material 

on record as well as confirmation that the money received by Sh Arun Malhotra 

was not a fresh money or loan received but a return of money already advanced. 

Further the appellant has provided sufficient evidence of source of source i.e 

Rs.1,50,00,000/- received by said Dimpy Malhotra from Sh. Arun Malhotra. Copy 

of confirmation along with ITR of said Sh. Arun Malhotra has also been 

submitted. Furthermore, the appellant has also provided confirmation and copy 

of ITR of Om Sons Marketing Pvt Ltd.(Rs.90,00,000) and Sh. Parveen Malhotra 

(Rs.50,00,000) from whom the funds were received by the source of source of 

the said loan i.e. said Sh. Arun Malhotra. The appellant has also provided PAN 

detail of Sh. Puneet Ral from whom the source of source (Sh. Arun Malhotra) 

has received Rs.20,00.000/-. In another case of same group i.e. in the case of Sh 

Gaurav Malhotra Loan of Rs. 10,00,000/- has been received in the same year.  

This has been accepted by the AO and no addition was made.  Further this 

reasoning given by the AO for making addition is not convincing and suffer from 

contradictions.  At one hand, AO is stating the total returned income of the 

lender Dimpy Malhotra is Rs.74,92,487/- (taxable income plus exempt income) 

but not considering it and not taking any cognizance of it.  On the other hand 

returned income of Arun Malhotra, from whose account money has received by 

Dimpy Malhotra is low and AO is emphasizing on this aspect.  The appellant has 

even provided source of Arun Malhtora. 

 (x) In view of above, there appears to be no reason to consider the said 

credits in the books of accounts of the assessee company as unexplained income 

under Section 68 of the Income Tax Act, 1961 the said addition is liable to be 

deleted. 

Aggrieved revenue came in appeal before the Tribunal. 



4 

 

5. We have heard rival contentions and gone through facts and 

circumstances of the case.  We noted that the assessee has 

received unsecured loan from Smt. Dimpy Malhotra of Rs.1.50 Cr.  

The assessee has filed confirmation, copy of Income Tax Return, 

copy of bank statements evidencing advancing of Rs.1.50 Cr to 

assessee.  The assessee also explained the source from where 

Smt. Dimpy Malhotra received this amount of Rs.1.50 Cr./ Smt. 

Dimpy Malhotra received this amount from following : 

  Shri Arun Malhotra : 

Assessee's confirmation alongwith Income Tax Return and bank 

statement was submitted before the AO as well as before CIT(A).  

Smt. Dimpy Malhotra stated thqt this amount of Rs.1.50 Cr was 

received from Shri Arun Malhotra.  Shri Arun Malhotra in turn 

received this amount of Rs.1.50 Cr from the following :   

i)  M/s Om Sons Marketing Pvt. Ltd.   = Rs.90 lacs 
ii)  Shri Parveen Malhotra, father   = Rs.50 lacs 

of Shri Arun Malhotra     
          

7. The assessee filed the details of M/s Om Sons Marketing 

Pvt. Ltd. which includes confirmation, copy of Income Tax Return 

and bank statements and similarly of Shri Parveen Malhotra i.e. 

copy of confirmation, Income Tax Returns and bank statements 

evidencing receipt of Rs.50 lacs by Shri Arun Malhotra.  Shri 

Arun Malhotra also received a sum of Rs.20 lacs from Shri Puneet 

Rai, whose details like PAN details, Income Tax Return and 



5 

 

confirmation and bank statement was filed before AO as well as 

before CIT(A).  We noted that the assessee has received first from 

Smt. Dimpy Malhotra who in turn received the amount from Shri 

Arun Malhotra of Rs.1.50 Cr. Shri Arun Malhotra in turn received 

a sum of Rs.90 lacs from M/s Om Sons Marketing Pvt. Ltd., sum 

of Rs.50 lacs from Shri Parveen Malhotra and Rs.20 lacs from 

Shri Puneet Rai.  Details to prove the source genuineness of 

transaction and identity of these parties were filed.  It seems that 

the assessee has proved the source of source as mandated by the 

provisions of Section 68 of the Act.  In view of these factual 

aspects, we find no infirmity in the order of the CIT(A) who has 

deleted this addition made by the Assessing Officer of 

unexplained loans of Rs.1.50 Cr received by assessee from Smt. 

Dimpy Malhtora.  Smt. Dimpy Malhtora has discharged her onus 

by proving these transactions.  With regard to argument made by 

ld. Sr.DR that these are circular transactions, it is evident that 

these are circular transactions which goes to prove that source of 

source is explained.  Once source of source is proved, no addition 

can be made by invoking provisions of Section 68 to the 

unsecured loan.  Assessee is able to demonstrate that the amount 

of Rs.1.50 Cr received from Smt. Dimpy Malhtora is explained 
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and hence genuine.  We find no infirmity in the order of the 

CIT(A) and accordingly, this appeal of Revenue is dismissed. 

8. In the result, appeal of the Revenue is dismissed. 

 Order pronounced on 30.12. 2024. 

  Sd/-       Sd/- 

( KRINWANT SAHAY)     ( MAHAVIR SINGH)                            
ACCOUNTANT MEMBER                              VICE PRESIDENT  
                             

“Poonam” 
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