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ORDER
Per Rahul Chaudhary, Judicial Member:
1. The present appeal preferred by the Assessee is directed against the

order, dated 29/05/2025, passed by the National Faceless Appeal
Centre, Delhi [hereinafter referred to as ‘the CIT(A)’] under Section
250 of the Income Tax Act, 1961 [hereinafter referred to as ‘the
Act’] whereby the Ld. CIT(A) had dismissed the appeal against the
Assessment Order, dated 30/12/2019, passed under Section 143(3)

of the Act for the Assessment Year 2017-2018.

2. The Assessee has raised following grounds of appeal :

"1. The order of the learned Commissioner of Income-tax
(Appeals), NFAC is contrary to facts and circumstances of the

Act.
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2. The learned Commissioner of Income-tax (Appeals) failed to
consider the submission made by the Appellant with regard to
the Capital contribution by Directors - as emanating through
their Current a/c -the Agricultural source of which was proved
before the Assessing Officer who partly agreed but disagreed
finally with the same and made addition in the quantum
assessment.

3. The Appellant submits and states that the addition made in
the assessment in terms of sec.69 of the Act - as if it is not
recorded in the books of accounts was bad in law as the
Appellant Company had maintained books of account and the
case being a Tax Audit case.

4. The appellant submits that the Directors had adequate
agricultural income and had brought the capital contribution
through their Current A/c in the company books and the
addition of the same in terms of Sec.42 of the Companies Act
is quite unwarranted and violative of the very provisions of
sec.69 of the Act.

5. The Appellant submits and states that the source for
agricultural income of the Directors were unacceptable for the
Assessing Officer he ought to have considered the same in the
hands of the Directors and not in the hands of the company.

6. For these and other submissions that may be made at the
time of hearing, it is prayed that the order of the
Commissioner of Income-tax (Appeals) and the orders of the
learned Assessing Officer may please be set-aside/and the
addition deleted in the assessment and justice rendered to the
Appellant.”

The facts, in brief, as emerging from the record are that the
Assessee, a non-banking finance Company, filed its return of income
for the Assessment Year 2017-18 on 28/02/2018 declaring income
of INR.9,21,690/-. The said return has been selected for scrutiny
and the Assessing Officer completed the regular scrutiny assessment
under Section 143(3) of the Act vide Assessment Order, dated
30/12/2019, determining at a total income of the Assessee at
INR.76,16,170/- after making, inter alia, an addition of
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INR.25,00,000 under Section 69 of the Act. The Assessee carried the
issue in appeal before the CIT(A) and contended that aforesaid
amount of INR.25,00,000/- represented the capital contributed by
the directors of the Assessee-company in cash. Since the
transactions were recorded in books of accounts no addition could
have been made under Section 69 of the Act. However, the CIT(A)
declined to grant any relief to the Assessee. The CIT(A) observed
that though the Assessee has stated that the funds were sourced
from the agricultural income of the directors of the Assessee-
Company, no evidence was furnished by the Assessee in support of
the same. According to the CIT(A), the Assessee company had also
violated provisions of Section 42 of the Companies Act, 2013 by
receiving the capital in cash. The CIT(A), in conclusion, relied upon
the provisions contained in Section 69A and 68 of the Act to dismiss
the appeal of the Assessee vide order impugned by way of the

present appeal.

During the course of hearing the learned Authorised Representative
of the Assessee reiterated the submission made before the CIT(A)
and submitted that the learned CIT(A) had adjudicated the appeal
without considering the documentary evidence furnished by the
assessee before the CIT(A) and had recorded incorrect finding that
no supporting documents were furnished by the Assessee to
supports its case and meet the requirements of Section 68 of the
Act. The Learned Authorised Representative placed reliance upon the
document placed before us as part of the paper-book and submitted
that Income Tax Return Acknowledgement of the directors for the
Assessment Year 2017-2018 and the board resolution passed by the

Assessee-company for allotment of shares to directors.

Per Contra, the learned Departmental Representative placed reliance
upon the order passed by the Assessing Officer and CIT(A). It was

submitted that the Assessee had failed to provide any reasonable
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explanation regarding the cash deposits and the source thereof. The
documents filed by the Assessee were not sufficient to discharge the
burden cast upon the Assessee to provide genuineness of the
transaction and the creditworthiness of the parties.

We have given thoughtful consideration to the rival submissions and
have perused the material on record. On perusal of the Assessment
Order we find that the Assessing Officer had made the addition of
INR.25,00,000/- under Section 69A of the Act holding the same to
be unexplained investment. Whereas, on perusal of the order passed
by the Learned CIT(A), we find that the Learned CIT(A) has, while
concluding in paragraph 7.6 of the impugned order, placed reliance
upon the provision of Section 68 of the Act. However, perusal of the
impugned order does not show that the Assessee was put to notice
in relation to the same. We find that the appeal was filed for hearing
on 28/03/2024 by way of notice dated 13/03/2024. In response, the
Assessee had filed reply dated 04/04/2024 and written submission
dated 08/04/2024. The Learned CIT(A) has reproduced the said
submissions in paragraph 6 of the order impugned. Perusal of the
same shows that the Assessee had not advanced any submission on
the applicability of Section 68. Therefore, we are of the view that the
Learned CIT(A) had invoked the provisions contained in Section 68
of the Act without confronting the Assessee regarding the

applicability of the same to the facts of the present case.

During the course of hearing, the Learned Authorized Representative
for the Assessee had submitted that the Assessee had furnished the
relevant documents/details to prove the identity and
creditworthiness of the Directors as well as genuineness of the
transactions and, therefore, the provisions contained in section 68 of
the Act was incorrectly invoked by Learned CIT(A). We find merit in
the aforesaid contention advanced on behalf of the Assessee to the
extent it was contended that the Learned CIT(A) had failed to
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consider the material placed before the Learned CIT(A) in the
appellate proceedings. We note that in Assessment Order (at page

10 of 59), the Assessing Officer has recorded as under:

"I  have carefully considered the submission made
evidences filed and gathered, explanations offered by the
assessee, as for as the assessee’s claim of income
agriculture as source for the share capital of Rs 25 lakhs
brought in, even though some evidences are filed o prove
reasonable income from agriculture verification of the
record and details furnished shows that the assessee has
allotted additional shares to its existing shares holders”.

However, in paragraph 7.3 of the order impugned the Learned
CIT(A) has returned a finding that no explanation has been offered
regarding the source of capital introduced by the directors. The

findings returned by the CIT(A) are contrary to record.

In view of the above, we deem it appropriate to set aside the Order,
dated 29/05/2025 passed by the Learned CIT(A) with the directions
to adjudicate the grounds raised by the Assessee in appeal before
the CIT(A) afresh, after grating the Assessee a reasonable
opportunity of being heard as per law. The Assessee has directed to
cooperate in the appellate proceedings before the CIT(A) and file all
the relevant submissions/documents/details on which the Assessee
wishes to place reliance before the CIT(A) on receiving notice of
hearing. The Assessee is directed to furnished the relevant
documents/details/submission to discharge the onus cast as per the
provisions contained in Section 68/69A of the Act. Since we have
restored the appeal back to the file of the CIT(A), all the rights and
contentions of the Assessee are left open. It is clarified that in case
the Assessee fails to enter appearance before the CIT(A) or fails to
file relevant documents/details/submission, the CIT(A) would be at

liberty to adjudicate the grounds raised by the Assessee in appeal
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before CIT(A) on the basis of material on record.

9. In result the appeal preferred by the Assessee is allowed for

statistical purposes.

Order pronounced on 21.08.2025.
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