
IN THE HIGH COURT FOR THE STATE OF TEUTNGANA
AT HYDERABAD

FRIDAY,THE TWENry EIGHTH DAY OF NOVEMBER
TWO THOUSAND AND TWENry F|VE

PRESENT

THE HONOURABLE SRt JUSTICE P.SAM KOSHY

THE HONOURABLE SRt JUSTITRUDDALA CHALAPATHI RAO

counsel for the Appertant: sRr. A. v.A. srvA KARTTKEYA

counsel for the Respondent: SRt N. PRAVEEN REDDY ( sENloR sc FoR tr
DEPT.

The Court delivered the foltowing Judgment :

Appeal filed under section 260A of the lncome Tax Act, 1961 against theorder dated 08-11'2007 in l.T.A. No. 296 lHYDtol on the file of the Court of thelncome -tax Appellate Tribunal, Bench '8" HyderaUaa

Between:

M/s.V.R.Farms Pvt Ltd, o/o.A-2g and 29, rDA., Nacharam, Hyderabad.

AND 
...APPELLANT

Deputy commissioner of lncome Tax, o/o.central circle-lll, Hyderabad.

...RESPONDENT
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THE HONOURABLE SRI JUSTICE P.SAII KOSI{Y

THE HOI{OI'RAALE SRI JUSTICE SUDDAL,A CHALIIPATHI RAO

fncome Tax Trlbunal Appeal \o.272 of 2OO8

JITDGMEIIT : (per Hon'ble Sn Justioe P.Sizttrf KOSIfi)

The instant Appeal has been fiIed by the appellant assaiting the

order dated O&-lL.2OO7 in I.T.A.No.296/Hyd,/Ol, passed by the

Income Tax Appellate Tribunal, Bench B', Hyderabad (for short, .the

impugned ordcr'!.

2. Heard Mr.A.V.A. Siva Kartikeya, learned counsel for the

appellant; and Mr.N. Praveen Reddy, learned Senior Standing Counsel

for the lncome Tax Department, for the respondent-State.

3. Vide the impugned order, the Tribunal dismissed the appeal

preferred by the appellant herein, while affirming the order passed by

the Commissioner of Income Tax (Appeals) dated 29.Ol.2OOl in CIT(A)-

V(Central), Hyderabad, who in turn confirmed the Assessment Order

dated 30.03.1999 under Section 1a3(3) of the Income Tax Act, 1961,

passed by the assessing oflicer.

4. The matter pertains to the Assessment Year 1996-97. The entire

dispute pertains to an unexplained cash credit found in the books of

account of the appellant-Assessee.
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5. The brief facts of the case are that, in the course of proceedings

the assessing ollicer had noticed that the appellant-Assessee had

claimed to have received unsecured loans from different persons

amounting to Rs.58 lakhs during the assessment year 1996-97. Out

of the said amount of Rs.58 lakhs, the assessing officer disallowed

Rs. 10 lakhs said to have been obtained from three persons, i.e., (a) Mr.

G. Ramalinga Raju, for an amount of Rs.5 lakhs; (b) Mr. D.V.

Krishnam Raju, for an amount of Rs.2.5. lakhs; and (c) Mr-P.V.

Krishnam Raju, for an amount of Rs.2.5 lakhs. It was the

disallowance of above stated amount of Rs. 1O lakhs, against which the

instant appeal had been preferred by appellant before the

Commissioner of Income Tax, who on verilication of records found that

there were statements available on record whereby the concerned

persons have categorically denied of having given money to the

appellant-Assessee. There were also statements which indicated that

no confirmation.loans were ever signed by the above said individuals.

Basing upon these facts, the appeal preferred by the appellant herein

had been rejected by the Commissioner of Appeals which was

subjected to challenge before the Income Tax Tribunal, at Hyderabad,

where the matter stood registered as I.A.No.296/Hyd/01. Vide the

impugned order, the appeal finally stood decided against the appellant

and in favour of respondent herein.

,/

,/
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6. Aggrieved, the instant appeal has been frled by the appellant.

7. Learned counsel for the appellant primarily contended that the

Commissioner of Appeals as also the Tribunal were not justified in

sustaining the order of assessment passed by the assessing officer

whereby a sum of Rs. 10 lakhs was treated as unexplained credit in

tlle books of account of the appellant. According to him, the Tribunal

had not properly appreciated the fact that the so-called credits

received by the appellant were by way of cheques and identity of such

creditors also are very much available on record. In addition, it was

also contended that each of the creditors have also confirmed paJrment

being made by way of confirmation letters in the course of examination

under Section 13 I of the Income Tax Act, 1961.

8. Learned counsel for the appellant further contended that the

Tribunal as also the Commissioner of Appeals ought to have further

examined the denial by tJle creditors of having signed the confirmation

letter and should have also examined that, even the statement which

they were relying upon in the course of disallowing the said credit of

Rs. 1O lakhs was not cogent and strong enough rather was a very

vague one. In addition, there was also no disclosure of the details as

to who had examined these persons, neither was the appellant-

Assessee granted any opportunit5l to cross-examine the said persons
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who had recorded the statement in the course of assessment

proceedings; and basing upon these vague statements allegedly

recorded by unknown persons with no details available, the

disallowance of unsecured credit received by the appellant was

erroneous and bad in law and is also liable to be interdicted with; and

therefore, prayed that the appeal be dismissed by setting aside the

impugned order and to further hold that the appellant is duly entitled

for allowing of unsecured credits.

9. Per contra, learned Standing Counsel for the respondent-

Department, opposing the appeal, contended that a bare perusal of

the findings grven by the Assessing Officer and the findings grven by

the Commissioner of Appeals and also by the learned Tribunal, would

give a clear indication of there being a consistent and concurrent

finding of fact. He further contended that all the authorities have

categorically made a statement as to there being no strong material

brought on record by the appellant so as to disbelieve the statements

recorded in the course of assessment proceedings, more particularly in

respect of the categorical denial by the so-called creditors of having

not issued any confirmation letter so far as having given certain loan

to the appellant. Apart from the confirmation letter relied upon by the

learned counsel for the appellant, there does not also seem to be any

substantive cogent material produced by the appellant to rebut the

/./ 
,/

!
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stand of respondent-DePartment' Therefore, for all these reasons'

learned Standing counsel for the respondent-Department, prayed for

rejection of the aPPeal.

1(). Having heard the contentions put forth on either side and on a

perusal ofthe record, and also going through the frndings given by the

TribunalasalsobytheCommissionerofAppeals,wefindsuflicient

forceintJeeargumentoflearnedStandingCounselfortherespondent-

Departmentthatthereisaconsistentandconcurrentlindingoffactin

respectofdisallowanceofunexplainedcashcreditofRs'l0lakhs

whichisreflectedinthebooksofaccountoft}reappellant.Furt}rer,

whatisalsoevidentisthefactthatthoughtheappetlanthadtriedto

support his contention by producing confirmation letter in respect of

the three unsecured credits, but what weighed in the minds of

authorities was that in the course of arguments, the so-called

creditors who had advanced loan to the appellant have denied

issuance of confirmation letters by them and they have also denied

signaturesaffixedthereon.Further,t]rerewasalsonostrongmaterial

to disbelieve the statement of creditors who have deposed before ttre

assessing officer of having not given any money to the appellant or

having signed the confirmation letters. Tfue it is that there does not

t
\ """_ to be any details available so far as the statement that was

t
recorded or at Ieast who had recorded such statement, but that by I

i'
Ili
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itself is not sufficient to draw an inference €md disbelieve the version ''.

of the assessing officer and also tl:at of the Commissioner of Appeals,

which fact had also been accepted by the Tribunal. The finding given

by the Tribunal in the course of conlirming the order passed by the

appellate authority gives a clear indication that the entire finding given

by the authorities below is a pure finding of fact

11. For all the aforesaid reasons, this Bench is of the considered

view that no strong case has been made out by the learned counsel for

the appellant in the course of challenging the impugned order.

Accordingly, the substantial question of law stands answered in favour

of the respondent-Department and against the appellant-Assessee, by

holding that the authorities below were justified in holding the

addition of Rs.lO lakhs is an unexplained cash credit being not proved

by the appellant herein. The appeal accordingly stands dismissed. No

costs.

12. As a sequel, miscellaneous petitions, pending if any, shall stand

closed
Sd/- A.V.S. PRASAD

DEPUTY REGISTRAR

;
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