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ORDER

PER MADHUSUDAN SAWDIA, A.M.:

This appeal is filed by Satyanarayana Murthy Adapa
(“the assessee”), feeling aggrieved by the order passed by the Learned
Commissioner of Income Tax (Appeals), National Faceless Appeal Centre

(NFAC), Delhi (“Ld. CIT(A)") dated 16/06/2025 for the A.Y. 2017-18.
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2. The assessee has raised the following grounds of appeal:

“1) The order of the learned CIT (Appeals), NFAC is arbitrary, unjust,
illegal and contrary to the facts of the case.

2) On the facts and circumstances of the case and in law, the Learned
Commissioner (Appeals), NFAC failed to appreciate the fact that, no
order u/s 127 was passed for transfer of jurisdiction from ITO, Ward-2(3),
Visakhapatnam to ITO, Ward-13(1), Hyderabad and Order u/s 127 was
passed by Pr.CIT-4, Hyderabad for transfer of jurisdiction from Ward-
13(1), Hyderabad to Circle-13(1) Hyderabad.

3) On the facts and circumstances of the case and in law, the learned
CIT(Appeals) failed to appreciate the fact that, in the absence of valid
order u/s 127 for transfer of appellant's jurisdiction from Visakhapatnam
to Hyderabad, the assessment order passed in the appellant case is
without jurisdiction and the assessment order is liable to be quashed.

4) On the facts and circumstances of the case and in law, the Learned
Commissioner (Appeals), NFAC ought to have appreciated the fact that,
if the appellant original jurisdiction lies with ITO, Ward-13(1), Hyderabad,
the notice u/s 143(2) issued in this case is bad-in-law and without
jurisdiction and accordingly, the said notice along with the assessment
order passed on the foundation of such notice are liable to be quashed.

5) On the facts and circumstances of the case and in law, the Learned
Commissioner (Appeals), NFAC erred in confirming the additions of Rs
28,21,222/- under Sec 69A towards cash deposits in bank a/c no.
73061459857 during demonetisation period without appreciating the
facts of the case and ignoring the explanations submitted by the
appellant on 13-06-2025.

6) On the facts and circumstances, the learned CIT (Appeals), NFAC
erred in confirming the action of assessing officer in invoking the
provisions of Sec 115BBE of the act and in thereby taxing the entire
additions at 60% and levying surcharge at 25% even though the
appellant explained the sources.

7) Any other legal and factual ground that may be urged at the time of
hearing of the appeal”.

3. Also, the assessee has raised the following additional ground of appeal:

"The assessing officer is not justified in levying tax at increased rate of
60% u/s 115BBE of the Act in as much as the amended provisions of
S.115BBE of the Act are applicable only from A.Y.2018-2019 onwards."
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4. Learned Authorized Representative (“Ld. AR”) submitted that the
additional ground so filed is admissible in view of judgment rendered by the
Hon’ble Supreme Court in the case of National Thermal Power Co. Ltd. v. CIT
(1998) 229 ITR 383 (SC). The Learned Departmental Representative (“Ld. DR”)
did not make any objection for admission of the additional ground. The prayer
for admission of additional ground noted above which is not in memorandum of
appeal is being admitted for adjudication in terms of Rule 11 of the Income Tax
(Appellate Tribunal) Rules, 1963 owing to the fact that objections raised in
additional ground is legal in nature for which relevant facts are stated to be

emanating from the existing records.

5. The brief facts of the case are that the assessee is an employee of
Andhra Pradesh Grameena Vikas Bank. The assessee filed his return of income
for the Assessment Year 2017-18 on 05.08.2017 declaring a total income of
Rs.11,28,510/-. The case of the assessee was selected for scrutiny under
CASS for examining the issue of cash deposits made during the demonetisation
period. Accordingly, notice under section 143(2) of the Income Tax Act, 1961
(“the Act”) was issued to the assessee on 24.09.2018. During the course of
assessment proceedings, the assessee failed to comply with various notices
issued by the Learned Assessing Officer (“Ld. AO”). On verification of the bank
accounts of the assessee, the Ld. AO found that the assessee had deposited
cash amounting to Rs.5,00,000/- and Rs.23,21,222/- in two different bank
accounts. In the absence of any satisfactory explanation from the assessee

regarding the source of the said cash deposits, the Ld. AO treated the entire
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cash deposits amounting to Rs.28,21,222/- as unexplained money under
section 69A of the Act and completed the assessment under section 143(3) of

the Act on 27.12.2019.

6. Aggrieved by the order of the Ld. AO, the assessee preferred an appeal
before the Ld. CIT(A). The Ld. CIT(A) dismissed the appeal of the assessee

and confirmed the addition made by the Ld. AO.

7. Aggrieved by the order of the Ld. CIT(A), the assessee is in appeal before
this Tribunal. Under Ground No. 4 of the appeal, the assessee has challenged
the validity of the jurisdiction assumed by the Ld. AO in passing the assessment
order. In this regard, the Ld. AR invited our attention to the acknowledgement
of the return of income filed by the assessee for the Assessment Year 2017-18
placed at page no. 1 of the paper book and submitted that the assessee has
declared his address as 554-C, Type-IV, BHEL, Hyderabad-500005, which
clearly falls within the territorial jurisdiction of the Assessing Officer at
Hyderabad. The Ld. AR also inviting our attention to the notice issued under
section 143(2) of the Act placed at page Nos. 2 and 3 of the paper book,
submitted that the initial notice under section 143(2) of the Act was issued by
ITO Ward-2(3), Visakhapatnam, who is not the jurisdictional Assessing Officer
of the assessee. The Ld. AR further invited our attention to the notice issued
under section 142(1) of the Act, dated 24.10.2018 placed at page Nos. 6 and 7
of the paper book and submitted that subsequently the case of the assessee
was taken up by ITO Ward-13(1), Hyderabad. The Ld. AR further invited our

attention to the show cause notice dated 10.12.2019 issued by ACIT Circle-
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13(1), Hyderabad placed at page Nos. 9 and 10 of the paper book and
submitted that the said officer ultimately passed the final assessment order.
Accordingly, the Ld. AR submitted that the jurisdiction exercised by ACIT Circle-
13(1), Hyderabad is not valid, as the said officer has not issued any notice under
section 143(2) of the Act and therefore the assessment order passed under

section 143(3) of the Act is liable to be held invalid.

8. Per contra, the Ld. DR submitted that as per the details available on the
Income Tax portal the address of the assessee falls within the territorial
jurisdiction of Hyderabad. Accordingly, considering the address of the
assessee, the case of the assessee was transferred from ITO Visakhapatnam
to ITO Hyderabad through the ITBA system. The Ld. DR submitted that since
the address of the assessee was located at Hyderabad, the Assessing Officer
at Hyderabad was competent to continue the assessment proceedings and
complete the assessment. Therefore, according to the Ld. DR, there is no
infirmity in the jurisdiction exercised by the Assessing Officer in completing the

assessment under section 143(3) of the Act.

9. We have heard the rival submissions and perused the material available
on record. The Ld. AR has challenged the validity of the jurisdiction assumed
by the Assessing Officer in completing the assessment. In this regard, we have
gone through the acknowledgement of the return of income filed by the
assessee for the Assessment Year 2017-18 placed at page no. 1 of the paper

book, which is to the following effect:
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10.  On perusal of above, we find that the assessee has declared his address

as 554-C, Type-IV, BHEL, Hyderabad-500005, which clearly falls within the

territorial jurisdiction of the Assessing Officer at Hyderabad.
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1. W
e have also gone through the notice issued under section 143(2) of the
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CARD 2(3), VISAKHAPATNAM
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2. In this regard, an opportunity is being given to you o produce or cause to produce any evidence
on which you may fike to rely in support of the said return of income by 08/10/2018 at 10:00 AM.
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3. The evidence/information specified above has to be furnished online electronically through
your E-filing account in lncametaxi‘ndla-aﬁﬂug.gov.fn. Subsequent assessment proceedings

shall also be conducted electronically through the 'E-Proceeding’ facility of Income-tax
Department. A brief note on ‘E-Proceeding’ is enclosed for your kind reference.
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Mote: If digtally signed, the data of digital signature may be taken as data of documant.
AAYAKAR BHAVAN, DABAGARDENS, VISAKHAPATNAM, Andhra Pradesh, 530020
Email: VIIAG.’-‘TD!.&@INCOHETAK.GU\&N.
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12.  On perusal of above, it is evident that the notice under section 143(2) of
the Act was issued by ITO Ward-2(3), Visakhapatnam, at the Hyderabad
address of the assessee. This means that the ITO Ward-2(3), Visakhapatnam,
at the time of issue of notice under section 143(2) of the Act was in the
knowledge that the territorial jurisdiction of the assessee does not lies with him
and it falls within the territorial jurisdiction of Hyderabad ITO. However, without
immediately transferring the case of the assessee to the jurisdictional Assessing
Officer, he issued the notice under section 143(2) of the Act to the assessee
without having any jurisdiction. Therefore, it is confirmed that the notice under
section 143(2) of the Act had been issued by an Assessing Officer who did not
possess territorial jurisdiction over the assessee. Further, the Revenue has also
failed to produce any evidence to substantiate that at the time of issue of notice

under section 143(2) of the Act, the jurisdiction of the assessee was with the

Page 8 of 12



ITA No.1263/Hyd/2025
Satyanarayana Murthy Adapa vs. ITO

ITO Ward-2(3), Visakhapatnam. The Ld. AR has submitted that subsequently
the case was handled by ITO Ward-13(1), Hyderabad and finally the
assessment order under section 143(3) of the Act was passed by ACIT Circle-
13(1), Hyderabad. In this regard, we have gone through the show cause notice
issued by the ACIT Circle-13(1), Hyderabad placed at page Nos.9 & 10 of the

paper book, which is to the following effect:

— O
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
INCOME TAX DEPARTMENT
OFFICE OF THE ASSISTANT COMMISSIONER OF INCOME TAX
2 CIRCLE 13(1),HYDERABAD
— P — S _ 2
To,
SATYANARAYANA MURTHY ADAPA
554-C TYPE IV , BHEL
— HYDERABAD 500005 ,Andhra Pradesh
= India
g |
=
E = i
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PO = k.Dated: Hearing Date and Time:
= AAYPASB44C | 2017-18 | ITBA/ASTIF/143] 0 [10/12/2019
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E 19-20/40220217 n -
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Sub: Incomegax- neft-.in the. tase of Satyadarayana Murthy Adapa -
A.Y.2017-18 - Opportunity_ provided - Reg, . = /i -
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Ref: (i) This office Notice U/s.142(1) issued on 24-10-2018 and 31-01-2012

i} Order u/s 127 of the Act of Pr.CiT-4, Hyderabad vide in
F.No.ITBA/JCOM/F/17/2019-20/1020633 1 75(1) dt.18-11-2019.

e

You are aware that a scrutiny proceeding in your case is under progress for
the A.Y. 2017-18.

2. Your case has been notified to this Circle as per Order w/'s 127 of the Act
passed by the Pr.CIT-4, Hyderabad vide Notification in F.No.ITBA/COM/F/17/2019-
20/1020633175(1) dt.18-11-2018 for completion of scrutiny. The case was selected
for scrutiny to examine the Cash Deposit during demonetization period.

3. In this regard, Notice U/s.142(1) of the Income-tax Act, 1961 as cited under
reference above was issued along with questionnaire requesting you to explain the
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SOource:

i} for the deposits of Rs.6,56,000/- made in Andhra Pradesh Grameena
Wikas Bank.

Till date you hawve never responded to the above. In the absence of any
explanation, the cash deposited is proposed to be brought to tax as unexplained
money deposited out of unaccounted source. | propose to complete the assessment
based on the abowve line. Your reply, if any, should reach this office on or before
12/12/2019, failing which assessment will_have to be completed based on the
information available on record. - >

MAMNGALRAS SHAMALS
CIRCLE 13(1),HYDERABAD

13. On perusal of above, it is evident that the show cause notice has been
issued by ACIT Circle-13(1), Hyderabad. Further, there is no dispute about the
fact that the assessment order has been passed by the ACIT Circle-13(1),
Hyderabad. According to the Ld. AR, the jurisdictional Assessing Officer at
Hyderabad, who ultimately completed the assessment, never issued any notice
under section 143(2) of the Act and therefore the assessment order suffers from

a fundamental jurisdictional defect.

14. On the basis of our above observation, we find merit in the submission of
the Ld. AR that the address declared by the assessee in the return of income
clearly falls within the territorial jurisdiction of the Assessing Officer at
Hyderabad. In such circumstances, the jurisdiction to issue notice under section
143(2) of the Act was vested with the Assessing Officer having jurisdiction over
the assessee at Hyderabad. However, in the present case the notice under
section 143(2) of the Act was issued by ITO Ward-2(3), Visakhapatnam, who
did not have territorial jurisdiction over the assessee on the basis of the address
declared in the return of income. Thereafter the assessment proceedings were

continued by the Assessing Officer at Hyderabad and the final assessment
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order under section 143(3) of the Act was passed by ACIT Circle-13(1),
Hyderabad. It is a settled principle of law that issuance of a valid notice under
section 143(2) of the Act is a mandatory requirement for making an assessment
under section 143(3) of the Act. In the case of ACIT v. Hotel Blue Moon (321
ITR 362) the Hon’ble Supreme Court has held that service of notice under
section 143(2) of the Act is a condition precedent for making an assessment
under section 143(3) of the Act and absence of such notice renders the
assessment invalid. The Hon’ble Supreme Court in the case of CIT v. Laxman
Das Khandelwal (417 ITR 325) has further held that where there is a complete
absence of notice under section 143(2) of the Act, the defect goes to the root of
jurisdiction and cannot be cured even by the provisions of section 292BB of the
Act. In the present case, the notice under section 143(2) of the Act was issued
by an Assessing Officer who did not possess jurisdiction over the assessee,
whereas the Assessing Officer who ultimately passed the assessment order
under section 143(3) of the Act did not issue any notice under section 143(2) of
the Act. Thus the mandatory statutory requirement of issuance of notice under
section 143(2) of the Act by the jurisdictional Assessing Officer has not been
fulfilled. Consequently, the assessment order passed under section 143(3) of
the Act by ACIT Circle-13(1), Hyderabad cannot be sustained in law.
Accordingly, in the facts and circumstances of the present case, we hold that
the assessment order passed under section 143(3) of the Act suffers from a

fundamental jurisdictional defect and is therefore liable to be quashed.
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15. Since we have quashed the assessment on the ground of lack of valid
jurisdiction, the other grounds including the additional ground raised by the

assessee do not require any separate adjudication.
16. In the result, the appeal of the assessee is allowed.

Order pronounced in the Open Court on 13" March, 2026.

Sd/- Sd/-
(VIJAY PAL RAO) (MADHUSUDAN SAWDIA)
VICE PRESIDENT ACCOUNTANT MEMBER
Hyderabad, dated 13" March, 2026
Okk, Sr. PS
Copy to:
S.No | Addresses
1 Satyanarayana Murthy Adapa, 3-325, HIG 19, APHB Colony,
Lalcheruvu, Rajahmundry, Andhra Pradesh-533106.
2 Income Tax Officer, Ward-13(1), Aayakar Bhavan, Hyderabad,
Telangana-500004.
3 Pr. CIT, Hyderabad.
4 DR, ITAT Hyderabad Benches
5 Guard File
By Order
KAMALA Digitally signed by

KAMALA KUMAR

KUMAR ORUGANTI

Date: 2026.03.13

ORUGANTI 1755724 +0530

Senior Private Secretary,
ITAT, Hyderabad.
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