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O R D E R 

Per Saktijit Dey, Vice President: 
 
Captioned appeal by the department, arises out of order dated 08.07.2025 of 

Additional Commissioner of Income Tax (Addl. CIT for short), Kolkata, pertaining to 

assessment year (A.Y. for short) 2021-22.  

 
2. Substantive grounds raised by the Department are as under:  

1. "Whether on the facts and in the circumstances of the case and in law, the Ld.CIT(A) is 
correct in holding the power in quashing the adjustment made u/s 143(1)(a) of the Act merely on 
the ground that prior intimation for adjustment was not given to the assessee. In doing the 
Ld.CIT(A) failed to appreciate that the intimation could not have been quashed merely on a 
procedural irregularity?"  
 

2.  "Whether on the facts and in the circumstances of the case and in law, the Ld.CIT(A) is 
correct in quashing the adjustment made u/s 143(1)(a) of the Act, disregarding the fact that the 
consequential grounds no. 2 to 6 were adjudicated on merits, thus, adjudication in ground no 1 
becomes contradictory to the adjudication in ground no. 2 to 6 and resulting in deletion of 
adjustment of Rs. 2,88,06,410/-?" 

 
3. As could be seen from the grounds raised, the grievance of the department is with 

regard to deletion of adjustment made of Rs.2,88,06,410/- by the Centralized Processing 
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Centre ('CPC’ for short) while processing assessee’s return of income u/s. 143(1) of the 

Act.  

 
4. Briefly, the facts are, the assessee is a banking company and a wholly owned 

subsidiary of DBS Bank Ltd., Singapore. The assessee carries on its banking business in 

India in terms with the guidelines issued by RBI and is covered under Banking Regulation 

Act, 1949. For the assessment year under dispute, the assessee had filed its return of income 

on 14.03.2022, declaring nil income. While processing the return of income, the CPC made 

certain adjustments, one amongst them being an amount of Rs.2,88,06,410/-, representing 

bad debt recovered and added to the business income alleging inconsistency between the 

return of income and audit report.  

 
5. Contesting the adjustment made in the intimation issued u/s. 143(1)(a) of the Act, 

the assessee filed an appeal before ld. first appellate authority. 

 
6. In course of proceedings before ld. first appellate authority, the assessee contested 

the adjustment/additions on two counts. Firstly, it was the say of the assessee that without 

issuing a show cause notice, proposing the adjustment in terms with the proviso under 

section 143(1)(a) of the Act, the CPC could not have gone ahead to make the adjustments 

straight away. The second contention of the assessee was, the bad debts recovered was duly 

credited to the profit and loss account and was offered as income. Therefore, further 

addition of the same amount would amount to duplication of addition.  

 
7. After due examination of submissions made by the assessee, in the context of facts 

and materials on record, ld. first appellate authority found substantial merit in them. He 

held, the CPC could not have made the adjustment without issuing a prior show cause 
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notice to the assessee. Even on merits, ld. first appellate authority deleted the addition 

having found that the bad debt recovered has been recognized in the profit and loss account.  

 
8. We have heard Shri Annavram Kosuri, learned Senior AR appearing for the 

department and Shri Fenil Bhatt, ld. Counsel appearing for the assessee. At the outset, it 

needs to be examined, whether the CPC could have made the disputed adjustment without 

issuing a prior show cause notice to the assessee. In this context, reference can be made to 

the provisions contained u/s. 143(1)(a) of the Act. As per the first proviso to s. 143(1)(a) 

of the Act, it is provided that no adjustment shall be made in terms with clause (i) to (vi) 

of s. 143(1)(a) of the Act unless an intimation is given to the assessee of such adjustment. 

The second proviso u/s. 143(1)(a) of the Act provides that before making any adjustment, 

the response received from the assessee, if any, shall have to be considered. Thus, a reading 

of the statutory provisions, as noted above, clearly demonstrate compliance with the 

principles of rules of natural justice before making any adjustment. In the facts of the 

present appeal, the department, even at this stage, has failed to factually demonstrate that 

before making the adjustment in the intimation issued u/s. 143(1)(a) of the Act, the CPC 

had issued any intimation to the assessee in terms with the first proviso to section 143(1)(a) 

of the Act enabling the assessee to submit its response. That being the factual position on 

record, we do not find any infirmity in the decision of ld. first appellate authority in deleting 

the adjustment.  

 
9. Having held so, for the sake of completeness, we deem it appropriate to deal the 

issue on merits as well. It is a fact on record that in the year under consideration, the 

assessee had recovered an amount of Rs.2,88,06,410/- towards bad bets written off earlier. 

It is the say of the assessee that the amount so recovered was credited to the profit and loss 
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account of the year under consideration and offered as income. Upon examination of 

financial statements of the assessee for the year under consideration, we are convinced with 

submissions made by the assessee. On a query from the bench to demonstrate that the 

amount in dispute was credited to the profit and loss account, the assessee has furnished 

the break up with reference to Schedule 14 and Schedule 17 to the profit and loss account 

of the financial statement, as under: 
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11. Barring negligible difference in the break up of miscellaneous income as per 

schedule 14 of financial statement, we have not found any major difference. In fact, in the 

audit report also the auditor has clearly stated that the bad debt recovered is recognized in 

the profit and loss account. Nothing contrary has been brought to our notice by the 

department. In view of the aforesaid, we do not find any valid reason to interfere with the 

decision of ld. first appellate authority on the issue, hence, grounds are dismissed.  

 
12. In the result, the appeal is dismissed.  

Order pronounced in the open court on 13.02.2026 
 
                                   Sd/-                                                          Sd/- 
 
                 (Makarand V Mahadeokar)                                 (Saktijit Dey) 
                     Accountant Member                                      Vice President   
Mumbai; Dated : 13.02.2026 
Roshani, Sr. PS 
Copy of the Order forwarded  to :   
1. The Appellant  
2. The Respondent 
3. The CIT(A) 
4. CIT - concerned 
5. DR, ITAT, Mumbai 
6. Guard File 

                                                                BY ORDER, 
  
   
                                                                                  

(Dy./Asstt. Registrar) 
ITAT, Mumbai 

  


