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1. Aforesaid appeal by assessee for Assessment Year (AY) 2017-18
arises out of an order passed by learned Commissioner of Income Tax
(Appeals), National Faceless Appeal Centre (NFAC), Delhi [CIT(A)] on
31-01-2024 in the matter of an assessment framed by Ld. Assessing
Officer [AQ] u/s. 143(3) of the Act on 12-12-2019. The sole grievance of
the assessee is addition of Rs.28.57 Lacs which represent cash

deposited by the assessee during demonetization period. The Ld. CIT(A)



has confirmed the impugned addition against which the assessee is in
further appeal before us. Having heard rival submissions, the appeal is
disposed-off as under.

Proceedings before lower authorities

2.1 From the case records, it emerges that the assessee’s case was
scrutinized to examine the issue of cash deposited by the assessee
during demonetization period. The assessee reflected income of
Rs.43.17 Lacs. The source of the income was interest from Sundry
Debtors and Bank interest. The Ld. AO called for various detail from the
assessee to explain the source of cash deposit.

2.2 The assessee submitted that the deposits were sourced out of
income of earlier years held as cash-in-hand. It transpired that the
assessee maintained two bank accounts i.e., one with SBI and another
with HDFC Bank. The assessee deposited Specified Bank Notes (SBNs)
of Rs.28.57 Lacs during the period from 14-11-2016 to 28-12-2016 as
tabulated in para-3 of the assessment order.

2.3 The assessee stated that he was filing income tax returns for the
past 29 years and it had ample cash-in-hand to make the impugned
deposits. The detail of income offered in earlier years was tabulated to
support the submissions. The assessee reflected closing cash balance
of Rs.9.68 Lacs as on 31-03-2015 and Rs.19.73 Lacs as on 31-03-2016.
The Ld. AO rejected the explanation on the ground that cash-in-hand
between 31-03-2015 and 31-03-2016 suddenly increased from Rs.9.68
Lacs to Rs.19.73 Lacs. The assessee is stated to have advanced loans
and earned interest income. However, the debtors could not be verified
by field inspector for want of complete details. In the said background,

Ld. AO disbelieved the explanation of the assessee and added the



deposit so made by the assessee as unexplained investment u/s 69. The
Ld. CIT(A) confirmed the same against which the assessee is in further
appeal before us.

Our findings and Adjudication

3. We have gone through various documents as placed before us in
the paper-book. Upon perusal of assessee’ financial statements, it could
be seen that the assessee is engaged in the activity of money-lending for
past several years. The financial statements for financial year 2012-13
onwards support this fact. The assessee has consistently shown interest
income in the return of income which has been accepted in all the earlier
years. For the financial year 2014-15, the assessee has shown closing
cash-in-hand of Rs.9.68 Lacs and Sundry Debtors of Rs.16.70 Lacs. The
assessee has reflected interest income of Rs.4.11 Lacs in this year. The
return of income for this year has been filed on 08-08-2015 which is well
before the announcement of demonetization on 08-11-2016. Therefore,
the same could not be held to be mere after-thought on the part of the
assessee. Similarly, for financial year 2015-16, the assessee has shown
closing cash-in-hand of Rs.19.73 Lacs and Sundry Debtors of Rs.11.98
Lacs which has been carried forward in this year. The cash balance so
available as well as realization from Sundry Debtors has been sourced to
make impugned deposit in the bank account. FY 2015-16, the assessee
has shown interest income of Rs.6.29 Lacs and similar income has been
shown in this year also. The details of Sundry Debtors at year-end have
also been placed on record. All these overwhelming documents support
the case of the assessee that it had sufficient cash balance available
with him to make impugned deposit, the source of which was explained

by the assessee. The documents furnished by the assessee would lead



us to conclude that the claim of the assessee was backed up by
sufficient documentary evidences and Ld. AO erred in rejecting the
same. This being so, we delete the impugned addition and allow the
corresponding grounds raised by the assessee. The Ld. AO is directed
to re-compute the income of the assessee.

4.  The appeal stand allowed in terms of our above order.
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