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आदेश/ORDER 
 

PER VIKAS AWASTHY, JM: 
    

This appeal by the assessee is directed against the order of Commissioner of 

Income Tax (Appeals), National Faceless Appeal Centre, Delhi [in short ‘the CIT(A)’] 

dated 02.09.2025, for Assessment Year 2017-18.   

2. Brief facts of the case as emanating from documents on record: The assessee 

filed his return of income for A.Y. 2017-18 on 15.02.2018 declaring total income of 

Rs.5,70,680/-. The case was selected for limited scrutiny under CASS on the issue 

of cash deposits during the demonetization period. During assessment 

proceedings, the Assessing Officer noted that the assessee had deposited cash 

amounting to Rs.30,01,000/- during demonetization period in his bank account.  

The Assessing Officer (AO) issued various notices u/s. 143(2) and 142(1) of the Act 
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calling upon the assessee to explain the source of cash deposits. However, the 

assessee failed to furnish any explanation and supporting documentary evidence 

regarding the source of such cash deposits. The AO treated the cash deposits of 

Rs.30,01,000/- as unexplained money u/s.69A of the Act and added the same to 

the total income of the assessee. The AO also invoked the provisions of section 

115BBE of the Act. Aggrieved, the assessee filed an appeal before the CIT(A). In 

appellate proceedings, the assessee filed written submissions contending that the 

cash deposits were made out of cash sales. The CIT(A), after examining the 

submissions, cash book and sales details, observed that substantial cash sales were 

shown immediately prior to demonetization without any corresponding sales in 

earlier months, and that the sales were unverifiable. The CIT(A) held that the 

assessee failed to satisfactorily explain the source of cash deposits and accordingly 

confirmed addition of Rs.30,01,000/- made under section 69A of the Act r.w.s 

115BBE of the Act. 

3. Shri Manoj Kumar, representing the department vehemently defended the 

impugned order and prayed for dismissing appeal of the assessee. The ld. DR 

submits that no documentary evidences were furnish by the assessee to 

substantiate that the cash deposits were from cash sales. The ld. DR pointed that 

the assessee has disclosed total sales of Rs.47.64 lakhs during the FY 2016-17, out 

of aforesaid total sales, cash sales of Rs.27,03,906/- was in the month of October 

2016 only i.e. just before the announcement of demonetization and Rs.2,01,476/- 

in the month of September 2016. The assessee has failed to show uniform pattern 

of cash sales in the entire year. No cash sales were shown by the assessee from 

April to August 2016.   
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4. Submissions made by ld. DR heard, orders of the authorities below 

examined. The short issue in the present appeal by the assessee is addition on 

account of cash deposits aggregating to Rs.30,01,000/- during the period of 

demonetization. During the course of assessment proceedings, no substantive 

submissions were made by the assessee explaining the source of cash deposits. 

Hence, the AO made addition of the entire cash deposits of Rs.30,01,000/- u/s.69A 

r.w.s. 115BBE of the Act. During First Appellate proceedings, the assessee explained 

that the source of cash deposits are cash sales during the relevant period. The 

CIT(A) observed that the assessee has disclosed cash sales of Rs.2,01,476/- for the 

month of September 2016 and cash sales of Rs.27,03,906/- for the month of 

October 2016.  There were no cash sales from April to August 2016. The total sales 

shown by the assessee during the FY 2016-17 is Rs.47,64,791/- and has reflected 

net profit of Rs.4,75,630/-. Taking into consideration entire facts of the case, I am 

of considered view that explanation furnished by the assessee that the case 

deposits during demonetization are from cash sales cannot be accepted in totality.  

At the same time, the entire cash deposits cannot be added as the assessee in his 

return of income has declared total income of Rs.5,70,680/- out of which gross 

profit from sales as per the impugned order is Rs.4,75,630/-. The AO has accepted 

the fact that the assessee is engaged in business and his income from sale has also 

been accepted. To meet the ends of justice, I deem it appropriate to estimate cash 

deposits from cash sales to the extent of 20% of total cash deposits only. Thus, the 

assessee gets relief of Rs.6,00,200/- and addition of balance cash deposits is 

confirmed.  

5. I find that the AO has invoked provisions of section 115BBE of the Act. The 

Hon’ble Madras High Court in the case of SMILE Microfinance Ltd. vs. ACIT, WP 
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(MD) No.2078 of 2022 decided on 19.11.2024 has held that amendment to section 

115BBE of the Act would come into effect from 01.04.2017 i.e. relevant to AY 2018-

19 onwards. Thus, in the impugned assessment year un-amended provisions of 

section 115BBE of the Act would apply.       

6. In the result, appeal of the assessee is partly allowed.  

      Order pronounced in the open court on Friday the 02nd day of January, 2026. 

                      Sd/-   Sd/-     

 (VIKAS AWASTHY) 

 न्यानयक सदस्य/JUDICIAL MEMBER 

धिल्ली/Delhi, ददिांक/Dated       02/01/2026 
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