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Shri C. Subrahmanyam, CA

ISRd T Ufafdd/ Department Represented by
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MU /ORDER

PER SHRI S BALAKRISHNAN, ACCOUNTANT MEMBER:

1.  This appeal is filed by the assessee against order of Learned

Commissioner of Income Tax (Appeals), National Faceless Appeal centre,
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Delhi [hereinafter in short “Ld.CIT(A)’] vide DIN & Order No.
ITBA/NFAC/S/250/2023-24/1063795148(1) dated 31.03.2024 for the
A.Y.2017-18 arising out of the order passed under section 144 of Income Tax Act,

1961 (in short ‘Act’) dated 21.12.2019.

2. Briefly stated facts of the case are, assessee has not filed his return of
income for the A.Y. 2017-18. As per the information in possession with the
Department it was noticed that assessee has deposited cash of Rs.42,44,500/- in
the bank account held with the Krishna District Central Co-operative Bank,
Kakulapadu, during the demonetization period. Thereafter, notice under section
142(1) of the Act dated 23.11.2017 was issued calling for the return of income.
Assessee failed to comply with the notice. The Ld. Assessing Officer
[hereinafter in short “Ld. AO"] thereafter issued a show-cause notice dated
11.06.2019 intimating the assessee about the completion of the assessment
under section 144 of the Act, since the assessee failed to respond to the notices.
In response to the above show-cause notice, assessee furnished information such
as Trading Account, Profit & Loss Account, Income &Expenditure Account &
balance Sheet as on 31.03.2017. Ld. AO observed that assessee has shown net
profit at Rs.94,55,673/- whereas the assessee claiming entire profit as deduction
under section 80P of the Act. Ld. AO found that no valid return of income has

been filed by the assessee and therefore by applying provisions of section
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80A(5) of the Act disallowed the deduction claimed by the assessee by adding it
to the total income of the assessee. Further, Ld. AO also made addition of
Rs.11,50,962/- being the cash deposits made during the demonetization period
which is more than the cash on hand as on 08.11.2016 amounting to

Rs.7,65,538/-.

3. On being aggrieved, by the additions made by the Ld. AO, assessee is in
appeal before the Ld. CIT(A). Before Ld. CIT(A),assessee submitted that the
opening balance as on 08.11.2016 is Rs.19,16,857/- whereas the Ld. AO has
wrongly taken the balance as on 05.11.2016 for determining the disallowances
of Rs.11,50,962/-. Further, Ld. CIT(A) also dismissed the appeal with respect
to the deduction claimed by the assessee under section 80P(2)(a)(i) of the Act

amounting to Rs.94,55,673/-.

4, On being aggrieved by the dismissal of the appeal by the Ld. CIT(A),

assessee is in appeal before us by raising following grounds of appeal: -

“l.  The orders passed u/s 144 of the IT Act, dt. 21.12.2019, which
were subsequently upheld by the 1d. CIT(A), NFAC vide orders passed u/s
250 of the IT Act, dt. 31.03.2024, are contrary to both the facts of the case
and the provisions of law.

2. The Ld. CIT(A) failed to consider the appellant's case from
theperspective of section 80AC of the IT Act prior to its amendment
videFinance Act 2018. It is pertinent to note that the appellant society
isrightfully entitled to claim deduction u/s 80P(2)(a)(i) of the IT Act,which
falls outside the purview of section 80AC for the impugnedassessment
year.
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3. It is essential to note that the provisions of section 80AC,
asapplicable up. to AY. 2017-18, specify that only certain
incomesprovided in sections 80IA, 801AB, 801B, 80IC, 801D, 80IE would
berestricted for deduction under this section. However, the appellant'scase
pertains to section 80P(2)(a)(i), which is distinctly outside thepurview of
section 80AC.

4. The Id. CIT(A) erred in confirming the cash deposits (SBN) made
bythe appellant society during the demonetization period to the extentof
Rs.11,50,962/-. These deposits were duly recorded in the booksof accounts
and stemmed from explained sources. Invoking theprovisions of section
69A of the IT Act for deeming these deposits asunexplained is against the
provisions of the law.

5. Under the facts and circumstances of the case invoking provisions
ofsec. 69A of the IT Act for alleged unexplained cash deposits made inthe
bank account is against the provisions of the section.

6. For these and other reasons that are to be urged during the
hearingof the case, the appellant respectfully prays that the orders
passedu/s 250 of the IT Act are liable to be set aside.”

5. Ground Nos. 1, 5 & 6 are general in nature and needs no adjudication.

6. Ground No. 2 & 3 relates to denial of deduction claimed by the assessee
under section 80P(2)(a)(i) of the Act. On this issue, Ld. Authorised
Representative [hereinafter “Ld.AR”] submitted that Ld. AO has erred in
making the addition by applying provisions of section 80A(5) of the Act
considering that the assessee has not filed valid return of income. With respect
to Ground No. 4, Ld.AR submitted that the assessee has closing balance as on
08.11.2016 amounting to Rs.19,16,857/-, and further submitted that out of the

balance available on 08.11.2016, consequent to demonetization, an amount of
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Rs.19,16,500/- was deposited as Specified Bank Notes into the bank account of
the assessee. He further submitted that Ld. AO has erred in considering the
wrong closing balance and therefore the addition of Rs.11,50,962/- is not

justifiable.

7. Per contra, Ld. DR submitted that the Ld. AO is right in denying the
deduction claimed by the assessee under section 80P(2)(a)(i) of the Act without
filing the valid return. She further submitted that section 80A(5) of the Act was
invoked by the Ld. AO since the assessee has not made any claim in the return
of income which was never filed by the assessee. On this issue, she placed
heavy reliance on the decision of the Hon’ble Kerala High Court in the case of

Nileswar Range Kallu Chethu Vyayasaya Thozhilali Sahakarana Sangham v. CIT

[2015] 62 taxmann.com 189 (Kerala). On the issue of cash deposits, the Ld.DR

fully supported the orders of the Revenue authorities.

8. We have heard rival contentions and perused the material available on
record. It is an undisputed fact that the assessee has not filed his return of
income for the A.Y. 2017-18 by making claim under section 80P(2)(a)(i) of the
Act. The assessee has claimed the entire profit of Rs.94,55,673/- as reflected in
the books of accounts which was submitted during the course of assessment
proceedings under section 80P(2)(a)(i) of the Act without filing valid return of

income. The Ld. CIT(A) in Para No. 5.2 observed that since no return has been
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filed by the assessee provision of section 80A(5) was invoked by the Ld. AO,

the observations of the Ld. CIT(A) are reproduced below for reference: -

10.

“5.2. The issues were considered. Relevant assessment order, statement
of facts, grounds of appeal and written submissions were carefully
perused. From the assessment order, grounds of appeal and written
submission, it is an undisputed fact that the appellant has not filed any
valid Return of Income under Section 139(1) of the Act. During the course
of assessment proceedings, in its explanations, the appellant claimed that
the entire profit earned of Rs. 94,57,673/- as reflected in the books of
accounts as a deduction under Section 80P(2)(a)(i) of the Act. The
appellant has contended that this income has been earned from its
business activity of lending to its members and from its activity of
investing and therefore the same should have been allowed as a deduction
under section 80P(2)(a)(i). It is pertinent to note that after considering the
facts of the case, the AO has rightly disallowed the claim of the appellant
in accordance with the provisions of Section 80A(5) of the Act. It is further
submitted that in accordance with the provisions of Section 80A(5) of the
Act, where the assessee fails to make a claim in his return of income for
any deduction under section 10A or section 10AA or section 10B or
section 10BA or under any provision of this Chapter under the heading
"C.—Deductions in respect of certain incomes”, no deduction shall be
allowed to him thereunder. Thus, I do not find any infirmity in the decision
of the AO and | am not inclined to interfere with the decision of the AO.

Hence, Grounds of appeal No. 2 is found to be not maintainable.
Accordingly, the same is hereby dismissed.”

Section 80A(5) of the Act is reproduced below for reference: -

“80A(5) Where the assessee fails to make a claim in his return of
income for any deduction under section 10-A or section 10-AA or section
10-B or section 10-BA or under any provision of this Chapter under the
heading "C.-Deductions in respect of certain incomes", no deduction shall
be allowed to him thereunder.”

From the bare reading of the above section, it is clear that assessee should

make a claim in his return of income and unless he makes a claim in the return
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of income no deduction shall be allowed to him there under. In the instant case,
assessee has not filed return of income who has submitted before Ld. AO that
the entire profit earned as reflected from the books of accounts may be allowed
as deduction under section 80P(2)(a)(i) of the Act. The Revenue has rightly
invoked section 80A(5) and hence we find no reason to interfere with the order
of the Ld. CIT(A) and thereby dismiss the Ground No. 2 & 3 raised by the

assessee.

11.  With respect to Ground No. 4, it was argued that the assessee has the cash
balance of Rs.19,16,857/- on 08.11.2016 as evidenced from the books of
accounts produced before the Revenue Authorities. However, the contention of
the Ld.AR is that the Ld. AO has wrongly taken the balance of Rs.7,65,538/- as
on 08.11.2016 but as per the Ld.AR the balance amount of Rs. 7,65,538/- is as
on 05.11.2016. However, no documentary evidences have been produced
before us to justify the claim made by the assessee that the closing balance
stood at Rs.19,16,857/- as on 8.11.2016. However, following the principle of
natural justice, we consider it deem fit to provide one more opportunity to
establish the claim before Ld. AO that the closing balance stood at
Rs.19,16,857/- as per the books of accounts on 08.11.2016. We therefore direct
the Ld. AO to verify and examine the cash book and the cash balances as on

08.11.2016 before deciding the issue on merits. We thereby remit the matter
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back to the file of Ld. AO and thus allow the ground raised by the assessee

statistically.

12.  In the result, appeal of the assessee is partly allowed for statistical

PUrposes.
Order pronounced in the open court on 18" July, 2025.
Sd/- Sd/-
(YT ) (T ST WH)
(RAVISH SOOD) (S. BALAKRISHNAN)

WT%'\‘EW/JUDICIAL MEMBER WW/ACCOUNTANT MEMBER
Dated: 18.07.2025
Giridhar, Sr.PS
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