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MEA/ORDER

Per Bench :

This is an appeal filed by the assessee against the order of
Ld.JCIT(A), Patna in appeal number CIT(A),Cuttack/10408/2019-20 dated
04/10/2024 for the assessment year 2017-2018.

2. It was the submission that the assessee is a retired government
servant. It was the submission that the assessee retired in 2013. It was
the submission that during the demonetization period the assessee had
deposited Rs.10,10,000/- in his bank account maintained in Andhra Bank,
Bhadrak Branch, Bhadrak. The Ld. AR has placed before us the copy of
the bank account. The deposits are on 11.11.2016, 12.11.2016 and
13.11.2016. It was the submission that the same was explained to the AO
as advance in respect of sale of a property. It was the submission that the
AO verified the transactions and found that the alleged purchaser had

denied the transactions. It was the submission that there was also
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withdrawal of Rs.4,00,000/- on 11.07.2016. It was the submission that the
assessee may be granted the benefit of the cash withdrawal as also the
benefit of past savings. It was the prayer that the addition made by the AO
and confirmed by the AddIl./JCIT may be deleted.

3. In reply, the Ld. Sr. DR submitted that the assessee has explained
before the AO that the transaction is an advance receipt for sale of
property, but the purchaser has denied the transactions. It was the
submission that this itself shown that the explanation given by the
assessee is false. It was the submission that the addition made by the AO
and confirmed by the AddI./JCIT, is liable to be upheld.

4. We have considered the rival submissions. The facts clearly shows
that the assessee has given an explanation before the AO. The
explanation has been denied by the purchaser. A perusal of the bank
account also shows that out of Rs.10,10,000/- deposited in the bank
account, Rs.5,00,000/- has been transferred to a fixed deposit on
13.11.2016. The balance Rs.5,10,000/- continues to remain in the account
and has been used. Admittedly, this shows that the money belongs to the
assessee. The assessee has admittedly withdrawn Rs.4,00,000/- on
11.07.2016. The assessee having withdrawn the said amount, this
amount is available to the assessee for redeposit in the bank account.
This being so, out of the amount of Rs.10,10,000/-, an amount of
Rs.4,00,000/- should be accepted as explained. It is also an admitted fact
that demonetization came as a surprise. It is also known that most families
had certain savings and the government had also prescribed that up to

Rs.2,50,000/- the demonetized currency would not be questioned. In this
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circumstances, to that extent also, the amount should be treated as
explained. Thus, the total explained amount would become Rs.6,50,000/-.
Admittedly, the assessee has not been able to give explanation for the
balance of Rs.3,60,000/- and the Id.CIT(A) has already allowed
Rs.10,000/-. Therefore, the balance of Rs.3,50,000/- is remained to be
treated as unexplained income of the assessee. In this regard, Id. AR
placed reliance on the decision of coordinate bench of the Tribunal in the
case of Ms. Comal Ramachandran Gayathri, passed in ITA
No.1268/CHNY/2025, order dated 01.08.2025, to submit that the AO may
be directed to calculate the tax at the normal rate applicable to the
assessee instead of rate applied by the AO @60% u/s.115BBE of the Act.
We have gone through the order of the coordinate bench of the Tribunal
wherein the Tribunal relying on the judgment of the Hon’ble Madras High
Court in the case of S.M.I.L.E Microfinance Limited, passed in W.P(MD)
No.2078 of 2020 and W.M.P.(MD) No.10742 of 2020 (Judgment dated
19.11.2024), in para 10 to 12 has held as follows :-

10. As regards the assessee’s ground of appeal (Ground 7) that tax
ought to be calculated at the rate of 30% instead of 60%
u/s.115BBE of the Act, we are of the view that it is well settled that
Income-tax Act as it stands amended on the first day of April of any
financial year must apply to the assessment for that year. Any
amendments in the Act which come into force after the first day of
April of a financial year, would not apply to the assessment for that
year, even if the assessment is actually made after the
amendments come into force. In this context, we rely on the
Jjudgment of the Hon’ble Apex Court in the case of Karimtharuvi Tea
Estate Ltd., vs. State of Kerala reported in 60 ITR 262 (SC).

11. The Hon’ble Madras High Court in the case of S.M.I.L.E
Microfinance Ltd., supra had categorically held that higher rate of
tax at 60% u/s.115BBE of the Act will apply only to transactions
from 01.04.2017 onwards and not prior to the said cutoff date. It

was further held by the Hon’ble Jurisdictional High Court that for the
prior transaction the Revenue is empowered to impose tax only
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30% rate of tax. The relevant finding of the Hon’ble Madras
High Court in the case of S.M.I.L.E Microfinance Ltd., supra
reads as follows:-

17. In the aforesaid objects and reasons nowhere it is stated
that due to “demonetization” the unaccounted money ought to
be charged 60% rate of tax. It only states that step had been
taken to curb black money by withdrawing Specified Bank Notes
of denomination of Rs.500 and Rs.1000. And also states the
people may find illegal ways of converting their black money into
black again, hence as per experts advice heavy penalty ought to
be levied. From the language of the object ‘that instead of
allowing people to find illegal ways of converting their black
money into black again”, it is evident that the government is
intended to impose the same for future transactions. Especially
the use of word “again” in the object would clearly indicate it is
for future transactions i.e. from 01.04.2017. Therefore this Court
is of the considered opinion that the revenue is empowered to
impose 60% rate of tax for the transactions from 01.04.2017
onwards and not prior to the said cut-off date. And for prior
transaction the revenue is empowered to impose only 30% rate
of tax.

12. In light of the aforesaid judgment of the Hon’ble High Court, we

direct the AO to calculate tax at the rate of 30% on the amount
sustained by us i.e., Rs.11,66,500/-. It is ordered accordingly.

Respectfully following the decision of the coordinate bench of the

Tribunal in the case referred to supra, we direct the AO to compute tax at

the normal taxation rate applicable to the assessee on the balance

amount of Rs.3,50,000/-.

6.

In the result the appeal of the assessee is partly allowed.
Order pronounced in the open court on 25/09/2025.
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