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O R D E R 

 

PER S. RIFAUR RAHMAN, A.M.: 

 

 This appeal is preferred by the Revenue against the order of 

the learned Commissioner of Income-tax(Appeals) – I, Hyderabad, 

dated 20/10/2010 for AY 2007-08. 

 

2. Briefly the facts of the case are that a search and seizure 

operation u/s 132 of the Income-tax Act (in short the Act) was 

conducted in the business premises of M/s Dhatri Constructions Pvt. 

Ltd. on 10/10/2007. Consequently, notice u/s 153A was issued and 

served on the assessee. In response to the same, the assessee filed 

return of income for the year under consideration admitting Nil 

income. In course of the assessment proceeding, the  AO found that 

the assessee was in receipt of unsecured loan to the tune of Rs. 35 

lakhs from G.S.G. Builders and Rs. 25 lakhs from SBPL Infrastructure 

Ltd. The AO observed that in spite of sufficient opportunity given, the 
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assessee has not filed any confirmation letter regarding the 

unsecured loan. Therefore, the Assessing Officer treated the 

unsecured loan as unexplained cash credit and added the same while 

computing the total income. The income was assessed at 

Rs.61,55,000/- and a tax demand of Rs.27,17,961/- was raised.  

 

3. Aggrieved with the above order, Assessee filed appeal before 

the CIT(A).  

 

4.  During the course of appellate proceeding, the assessee 

submitted that the unsecured loans  were obtained from two corporate 

entities M/s. GSG Builders & Infrastructure Ltd and M/s. SBPL 

Infrastructure Ltd. Both the corporate entities are assessed to tax in 

Hyderabad. The assessee submitted that the Assessing Officer at no 

point of time called for the details of unsecured loans or directed the 

assessee to file the confirmation letters. The assessee was directed 

to file the details during the course of hearing on 3-11-2009. It was 

further submitted that after having obtained the confirmation letters 

PAN and bank statements, the assessee proceeded to file the same 

in person on 22-12-2009. The AO refused to accept the same. When 

the assessee approached the Inward Section, it was equally refused. 

Consequently, the assessee had no other option but to send the 

confirmation letters along with Xerox copies of bank confirmation by 

Speed Post on 23-12-2009 which thus forms part of the assessment 

record. The AO passed the assessment order on 29-12-2009 duly 

adding the unsecured loans as unexplained cash credit,  the fact on 

record is that the assessee produced the evidence regarding the loan. 

Without any further enquiry, the AO ought not to have made the 

addition when the corporate entities were in existence, the loans were 

received through banking channel and no adverse material has been 

brought on record by the AO to view the loan otherwise. Referring to 

provision of sec. 68 of the Act, the assessee submitted that the AO 

was not justified in stating that the assessee offered no explanation 
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for the unsecured loan. The assessee has discharged its onus by 

submitting confirmation letter which establishes the proof of identity, 

the bank a/c of the loan creditor and the permanent account number, 

to prove the genuineness of the unsecured loan. The AO was 

therefore not justified in treating the same as unexplained cash credit 

and making the addition in the assessment order. The assessee relied 

on a number of judicial decisions in support of the contention raised 

by AO  

 

5.  Since the assessee contended that he had filed the 

confirmation letter which was refused to be accepted by the AO, a 

report was sought from the Assessing Officer by the CIT(A).  

 

6.  In the report submitted,  the AO has not given any comment on 

the allegation of the assessee that when the confirmation letters, 

PAN, etc were to be filed, the same were refused to be accepted by 

the AO. The Assessing Officer stated that the assessee did not file 

any confirmation letter from the creditors. He further stated that the 

Speed Post was received in his office on 29-12-2009. Since the 

assessment order was already passed, the letter of the assessee was 

simply kept on record. The AO further stated that when the 

assessment proceeding was initiated on 24-07-2009, nothing 

prevented him to file the same when the case was posted for hearing 

on 3-11-2009, 4-11-2009, 2-12-2009 and 17-12-2009. The so called 

confirmation letters filed by the assessee on 29-122009 was also not 

a confirmation letter given by the creditors.  

 

7. The CIT(A) after considering the submissions of the assessee 

and the AO’s remand report, deleted the addition made by the AO by 

observing as under: 

 04.0 I have gone through the fact of the case, the submission of 
the assessee and the report filed by the Assessing Officer. It is 
the contention of the assessee that all the information relating to 
the unsecured loan transactions was filed before the Assessing 
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Officer. Even the confirmation letters, etc were to be produced 
before the AO but the same was refused to be accepted. The fact 
that the AO has remained silent on the issue when specifically 
asked to clarify the same in the report indicates that there could 
be some truth in the contention raised by the assessee. 
Otherwise also, I have gone through the assessment  records for 
the assessment years 2007-08 and 2008-09. The AO states that 
nothing prevented the assessee to file the confirmation letter 
when the proceeding was initiated on 24-07-2009. I find from the 
assessment record that the first notice calling for information 
relating to assessment years 2002-03 to 2007-08 and 2008-09 
was called for vide letter dated 27-4-2009. In the said notice 
nothing specific was asked relating to the alleged unsecured 
loan. The assessee was asked to appear on 7-5-2009. The 
assessment record shows that another notice u/s.142(1) was 
apparently issued on 13-10-2009 but the same was not traced in 
the assessment record of either 2007-08 or 2008-09. A further 
notice dated 16-11-2009 was issued but no specific query 
relating to alleged unsecured loan appeared in the said notice. A 
further notice dated 9-12-2009 was issued but the said notice 
was for the assessment year 2008-09. In this notice also there 
was no reference to the unsecured loan obtained by the 
assessee. The Assessing Officer for the first time noted in the 
order sheet entry dated 17-12-2009 that the confirmation of 
unsecured loan not submitted. Only the ledger extract are 
submitted. I find from the assessment record that the assessee 
has filed ledger extracts of M/s. GSG Builders & Infrastructure 
Ltd and M/s. SBPL Infrastructure Ltd duly authenticated by the 
respective companies and giving detail of PAN and assessment 
circle. This is very much available in the assessment record. If 
the AO required to cross-verify the same, he could have made 
the verification since the assessment details were available with 
him. Further, the assessee had also filed its bank a/c copy which 
clearly shows that on 12-08-2006 Rs.25 lakhs was credited into 
the a/c of the assessee in UTI Bank from SBPL Infrastructure 
a/c. The assessee has further contended that he has sent the 
requisite details by Speed Post dated 23-12-2009 which is also 
available in the assessment record. In the said letter received by 
the Assessing Officer on' 29-12-2009, the assessee has clarified 
the unsecured loan received from GSG Builders and SBPL 
Infrastructure and all the details have been given by them. The 
assessee has also filed the confirmation letters from the bankers 
of GSB builders and Infrastructure, M/s. Syndicate Bank, Banjara 
Hills confirming payment of Rs.35 lakhs to the a/c of the 
assessee. Similarly, Axis Bank, Begumpet had also confirmed 
that Rs.25 lakhs was debited from the a/c of M/s. SBPL 
Infrastructure Ltd for payment in favour of the assessee. Thus 
circumstantial evidence clearly indicates that the assessee had 
obtained the unsecured loan of Rs.60 lakhs through banking 
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channels and the identity of the loan creditors are also 
established. Further, they are also income-tax assessees as per 
the ledger extract available on record. So in my view, prima facie 
the assessee has discharged its onus of the unsecured loans- 
obtained by it. Therefore, it cannot be said that the unsecured 
loan obtained by the assessee are unexplained cash credit. I 
therefore, find no justification in adding the same as unexplained 
cash credit in assessee's hand. The same is directed to be 
deleted.”  

 

8. Aggrieved by the order of the CIT(A), the revenue is in appeal 

before us raising the following grounds of appeal: 

1) The Commissioner of Income-tax (A) erred in facts and in law.  
 
2) The Commissioner of Income-tax (A) ought not to have 
considered all the arguments of the assessee while deciding the 
issue of cash credits, as the creditor has not filed confirmation 
letter from his side.  
 
3) The Commissioner of Income-tax (A) ought to have 
appreciated the fact that the onus of proving the cash credit of 
the creditors always lies on the assessee and in the present 
case, the same was not discharged.  
 
4) The Commissioner of Income-tax (A) ought to have noted that 
the assessee has not filed the confirmation letter from the 
creditors at any stage of the proceedings of assessment and also 
during the course of appeal proceedings.”  
 

9. Ld. DR relied on the order of the Assessing Officer.  

 

10. Ld. AR submitted that assessee has filed the relevant 

confirmation from creditors through speed post due to the fact that 

assessee was prevented from filing the confirmation letter as the 

Assessing Officer had already finalised the assessment order. The 

confirmation letters submitted were proper in all counts. He relied on 

the CIT(A)’s order.  

 

11. Considered the submissions of both the parties and material 

facts on record as well as the orders of revenue authorities. The 

revenue filed this appeal mainly due to the fact that the confirmation 

letter and onus of proving cash credit were not submitted before the 
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Assessing Officer. For the above contention, ld. AR submitted that 

assessee was prevented from filing before Assessing Officer as the 

assessment order was already passed. The same confirmation letters 

were filed before the CIT(A). The CIT(A) had rightly asked for remand 

report. After considering the assessee’s submissions and remand 

report, CIT(A) had deleted the addition. We are in agreement with the 

order of CIT(A) and not inclined to interfere with the order passed by 

the CIT(A).  Accordingly,  grounds raised by the revenue are 

dismissed.  

 

12. In the result, appeal filed by the revenue is dismissed.  

 

 Pronounced in the open court on 20 th  May, 2016. 

 

  Sd/-       Sd/- 
 (P. MADHAVI DEVI)                   (S. RIFAUR RAHMAN) 

         JUDICIAL MEMBER                          ACCOUNTANT MEMBER                    
 

Hyderabad, Dated: 20 th  May,  2016 

kv 

 

Copy to:-  

 
1)  DCIT, Central Circle - 2, 7 th  Floor, Aayakar Bhavan,   
     LB Stadium Road,  Basheerbagh, Hyderabad – 500 004.   
2) Shri Mukesh Kumar Vijaywargi, H. No. 8-2-293/82/2, Plot No. 76, 
   MLA Colony, Road No. 12, Banjara Hills, Hyderabad.  
3  CIT(A) – I, Hyderabad 
4) CIT(Central), Hyderabad 
5) The Departmental Representative,  I.T.A.T., Hyderabad. 
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