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 O  R  D  E  R  
 
PER SUSHMA CHOWLA,  J .M,  :  

T h e  c r o s s  a p p e a l s  f i l e d  b y  t he  R e v e n u e  a n d  t h e  a s s e s s e e  a r e  a g a i ns t  
t h e  o r d e r  o f  t h e  Co m mi s s i o n e r  o f  I ncome - t ax (Appea l s ) ,  d a t ed  02 .02 .2011  
r e l a t i ng  t o  a s s e s smen t  yea r  2007 -08  a g a i n s t  t h e  o r d e r  p a s s e d  u n d e r  
s ec t i on  143 (3 )  o f  t he  I .T .  Ac t ,  1961 .    

2 .  T h e  R e v e n u e  h a s  r a i s e d  t h e  f o l l o w i n g  g r o u n d s  :  

“ 1 .   O n  t h e  f a c t s  a n d  i n  t h e  c i r cums tances  o f  t he  case  
a n d  i n  l a w ,  t h e  L d .  C I T ( A )  h a s  e r r e d  i n  a l l o w i n g  
a p p e a l  o f  t h e  a s s e s s e e  w i t h o u t  a p p r e c i a t i n g  t h e  f a c t s  
o f  t he  case .  

2 .  O n  t h e  f a c t s  a n d  i n  t h e  c i r c u m s t a n c e s  o f  t h e  c a s e  
and  i n  l aw ,  t he  Ld .  C IT (A)  has  e r red  i n  de l e t i ng  t he  
a d d i t i o n  m a d e  b y  t h e  A . O .  o n  a c c o u n t  o f  w r o n g  
c la im  o f  deduc t i on  u / s  80P(2 ) ( e )  b y  t h e  a s s e s s e e .  

3 .  O n  t h e  f a c t s  a n d  c i r c u m s t a n c e s  o f  t h e  c as e  t h e  
C I T ( A )  h a s  e r r e d  i n  d i r e c t i n g  t o  c h a r g e  i n t e r e s t  o n l y  
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o n  R s . 7 . 0 1  c r o r e  w h e r e a s  t h e  a m o u n t  o u t s t a n d i n g  
w a s  o f  R s . 1 7 . 0 1  c r o r e . ’  

4 .  O n  t h e  f a c t s  a n d  c i r c u m s t a n c e s  o f  t h e  c as e  t h e  
CIT (A)  has  e r red  i n  de l e t i ng  t he  i n t e re s t  o f  
Rs .12 ,60 ,45 ,571 / -  on  t he  amoun t  r ece i vab l e  f rom  
P u n j a b  G o v e r n m e n t  w h i l e  p a y i n g  i n t e r e s t  o n  l o a n s  
r a i s e d  t o  r u n  t h e  bus i n e s s .  

5 .  O n  t h e  f a c t s  a n d  c i r c u m s t a n c e s  o f  t h e  c as e  t h e  
CIT (A)  has  e r red  i n  de l e t i ng  t he  i n t e re s t  o f  
Rs .62 ,50 ,99 ,650 / -  on  t he  amoun t  r ece i vab l e  f rom  
F C I  w h i l e  p a y i n g  i n t e r e s t  o n  l oans  ra i s ed  t o  run  t he  
b u s i n e s s .  

6 .  O n  t h e  f a c t s  a n d  c i r c u m s t a n c e s  o f  t h e  c as e  t h e  
C I T ( A )  h a s  e r r e d  i n  de l e t i ng  t he  add i t i on  o f  
R s . 2 1 , 6 8 , 9 4 2 / -  m a d e  b y  t h e  A . O .  o n  a c c o u n t  o f  
a d v e r t i s e m e n t  e x p e n s e s  c l a i m e d  a s  t h e r e  we r e  n o  
b u s i n e s s  e x i g e n c i e s  f o r  i nc u r r i n g  s u c h  e x p e n d i t u r e .  

7 .  O n  t h e  f a c t s  a n d  c i r c u m s t a n c e s  o f  t h e  c as e  t h e  
C I T ( A )  h a s  e r r e d  i n  de l e t i ng  t he  add i t i on  o f  
R s . 1 2 , 7 3 , 4 6 2 / -  i n  v i e w  o f  t h e  p r o v i s i o n s  o f  s e c t i o n  
14A  o f  t he  IT  Ac t .”  

3 .  T h e  a s s e s s e e  h a s  r a i s e d  t h e  f o l l o w i n g  g r o u n d s  :  

“ 1 .  T h e  L d .  C I T ( A )  h a s  e r r ed  i n  su s ta in ing  d i sa l l owance  
o f  i n t e r e s t  u / s  36 ( 1 ) ( i i i )  o n  a d v a n c e s  o f  Rs . 7 . 0 1  
c rore s  t o  Sugar  f ed .   The  Ld .  C IT  (A )  f a i l ed  t o  
a p p r e c i a t e  t h e  f a c t s  a n d  c i r c u ms t a n c e s  o f  t h e  c a s e .   
M o r e o v e r ,  c h a r g i n g  o f  i n t e r e s t  d o e s  n o t  i n c r e a s e  
t a x a b l e  i n c o m e  o f  t h e  s o c i e t y  a s  i n t e r e s t ,  e v e n  i f  
charged ,  i s  e xemp t  under  p r ov i s i ons  o f  s ec t i on  80P  
(2 ) (d )  o f  t he  Ac t .  

2 .  A )  The  Ld .  C IT  (A )  has  e r red  i n  su s ta in ing  an  
a d d i t i o n  o f  R s . 7 3 , 2 1 , 7 0 0 / -  u n d e r  s e c t i o n  4 0 ( a ) ( i a )  o f  
t h e  A c t .  

 B )  The  Ld .  C IT  (A )  has  f a i l ed  t o  apprec ia t e  t he  
f a c t s  a n d  c i r c u m s t a n c e s  o f  t h e  c a se .   T h e  w r i t t en  
s u b m i s s i o n s  h a v e  n o t  b e e n  p r o p e r l y  c o n s i d e r e d  a n d  
a p p r e c i a t e d .   T h e  a m o u n t  o f  T D S  s h o w n  a s  p a y a b l e  
i n  t h e  b a l a n c e  s h e e t  a s  o n  3 1 . 0 3 . 2 0 0 7  r e l a t e s  t o  
p e r i o d  pr i o r  t o  t h e  d a t e  o f  i ncorpora t i on  o f  
p rov i s i on  o f  s ec t i on  40  (a )  ( i a ) .   The  Ld .  C IT  (A )  
f a i l ed  t o  apprec ia t e  t h i s  f a c t  a n d  t hus  a rb i t ra r i l y  
s u s t a i n e d  a n  a d d i t i o n  o f  R s . 7 3 2 1 7 0 0 / - .  

 C )  W i t h o u t  p r e j u d i c e  t o  above  g round  o f  appea l  
i . e . (B ) ,  t he  Ld .  C I T  (A )  has  f a i l ed  t o  apprec ia t e  t he  
f ac t s  a s  we l l  a s  de ta i l s  o f  amoun t s  on  wh ich  t ax  has  
b e e n  d e duc t e d  a t  s o u r c e .   T h e  A . O .  a s  w e l l  a s  C I T  
( A )  e r r e d  i n  a r r i v i n g  a t  t o t a l  a m o u n t  o f  
R s . 7 3 2 1 7 0 0 / -  b y  c a l c u l a t i n g  r a t e  o f  t ax  @ 1% as  
a g a i n s t  d e t a i l s  f u r n i s h e d  a l o n g  w i t h  t h e  w r i t t e n  
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s u b m i s s i o n s .   T h e  r a t e  o f  t a x  o f  1 %  h a s  b e e n  
c a l c u l a t e d  o n  m e r e  a s s u m p t i o n  a n d  e s t i m a t e .   T h u s  
t h e  p r i n c i p l e s  o f  n a t u r a l  j u s t i c e  h a v e  b e e n  v i o l a t e d  
by  t he  A .O .  and  Learned .  C IT  (A ) .”  

4 .  T h e s e  c r os s  a p p e a l s  w e r e  h e a r d  t o g e t h e r  a n d  a r e  b e i n g  d i s p o s e d  o f f  
b y  t h i s  c o n s o l i d a t e d  o r d e r  f o r  t h e  s a k e  o f  c o n v e n i e n c e .   

ITA No .  579 /Chd/2011  (a s se s see ’ s  appea l )  :  

5 .  Ground  No .1  r a i s ed  by  t he  a s se s see  i s  no t  p r e s sed  by  t he  l e a rned  
A . R .  f o r  t h e  a s s e s s e e .   I t  w a s  p o i n t e d  o u t  b y  t h e  l e a r n e d  A . R .  f o r  t h e  
a s s e s s e e  t h a t  a s  t h e  i s s u e  r a i s e d  v i d e  g r o u n d  N o . 1  h a s  b e e n  d e c i d e d  b y  
t h e  T r i b u n a l  i n  a s s e s s e e ’ s  o w n  c a s e  a n d  i n  v i e w  t h e r e o f  t h e  s a i d  g r o u n d  
i s  n o t  p r e s s e d .  

6 .  We  f i n d  t h a t  t h e  i s s u e  o f  d i s a l l o w a nc e  o f  i n t e r e s t  u / s  36 ( 1 ) ( i i i )  o n  
i n t e r e s t  f r e e  l o a n  a d v a n c e d  t o  S u g a r f e d  a r o s e  b e f o r e  t h e  T r i b u n a l  i n  
a s s e s s e e ’ s  o w n  c a s e  r e l a t i n g  t o  a s s e s s me n t  y e a r  2006 -07 .   The  T r ibuna l  
i n  a s s e s see ’ s  appea l  be ing  ITA No .802 /CHD/2009  and  Revenue ’ s  appea l  
b e i n g  I TA  N o . 8 7 5 / C H D / 2 0 0 9 ,  v i d e  o r d e r  d a t e d  3 0 . 6 . 2 0 1 0  a d d r e s s e d  t h e  
a f o r e s a i d  i s s u e  o f  d i s a l l o w a n c e  o f  i n t e r e s t  o n  l o a n  a d v a n c e d  t o  M / s  
Suga r f ed  t o t a l i ng  Rs .17 .02  c ro r e s .   A f t e r  e l a b o r a t i o n  o f  t h e  i s s u e  t h e  
T r i b u n a l  v i d e  p a r a s  1 0  t o  1 3  h e l d  t h a t  a s  t h e  a s s e s s e e  h ad  f a i l ed  t o  p rove  
t h e  c o m me r c i a l  e x p e d i e nc y  o f  t r a n s a c t i o n  w i t h  M / s  S u ga r f e d ,  t he  
p r o v i s i o n s  o f  s e c t i o n  3 6 ( 1 ) ( i i i )  o f  t h e  A c t  w e r e  a p p l i ca b l e  a n d  
d i s a l l o w a n c e  s u s t a i n e d  b y  t h e  C I T  ( A p pe a l s )  o n  i n t e r e s t  f r e e  a d v a n c e  o f  
R s . 7 . 0 1  c r o r e s  a s  a g a i n s t  R s . 1 7 . 0 1  c r o r e s  cons ide r ed  by  t he  Asse s s ing  
O f f i c e r  w a s  u p h e l d .   T h e  i s s u e  r a i se d  v i d e  g r o u n d  N o . 1  i n  t h e  p r e s e n t  
a p p e a l  i s  i d e n t i c a l  t o  t h e  i s s u e  r a i s e d  b e f o r e  t h e  T r i buna l  i n  a s s e s s e e ’ s  
o w n  c a s e  r e l a t i n g  t o  a s s e s s me n t  y e a r  2 0 0 6 - 0 7  a n d  f o l l o w i n g  t h e  o r d e r  
d a t e d  3 0 . 6 . 2 0 1 0  w e  d i s mi s s  t h e  g r o un d  N o . 1  r a i s e d  b y  t h e  a s s e s s e e .  

7 .  T h e  i s s u e  r a i s e d  i n  g r o u n d  N o . 2  b y  t h e  a s s e s s e e  i s  a g a i n s t  t h e  
a d d i t i o n  ma d e  u / s  4 0 ( a ) ( i a )  o f  t h e  Ac t .   T h e  A s s e s s i ng  O f f i c e r  f r o m t h e  
b o o k s  o f  a c c o u n t  no t e d  t h e  a s s e s s e e  n o t  t o  have  depos i t ed  t ax  a t  sou rce  
a mo u n t i n g  t o  R s . 7 3 , 2 1 7 / -  b e f o r e  t h e  d u e  d a t e  o f  f i l i n g  t h e  r e t u r n  o f  
i n c o me .   T h e  A s se s s i n g  O f f i c e r  f u r t h e r  n o t e d  t h a t  t h e  a s s e s se e ,  i n  t he  
r e t u r n  o f  i n c o me  w h i l e  c o mp u t in g  t h e  i n c o me ,  h a d  n o t  a d d e d  R s . 7 3 , 2 1 7 / -  
a s  d i s a l l o w a n c e  u / s  4 0 ( a ) ( i a )  o f  t he  A c t .   T h e  a s s e s s e e  w a s  a s k e d  t o  
f u rn i sh  t he  de t a i l s  o f  t he  t o t a l  a mo u n t  o n  w h i c h  T D S  o f  R s . 7 3 , 2 1 7 / -  w a s  
d e d u c t e d .   I n  t h e  a b s e n c e  o f  a n y  d e t a i l s  be ing  f i l ed  by  t he  a s se s see ,  t he  
A s s e s s i ng  O f f i c e r  h e l d  t h a t  t ax  had  been  deduc t ed  @ 1% and  
c o n s e q u e n t l y  t h e  t o t a l  a m o u n t  w a s  w o r k e d  o u t  a t  R s . 7 3 , 2 1 , 7 0 0 / -  a n d  
a d d i t i o n  o f  t h e  s a me  w a s  m a d e  u / s  40  ( a ) ( i a )  o f  t h e  A c t .  

8 .  B e f o r e  t h e  C I T  ( A p p e a l s )  t h e  c l a i m o f  t h e  a s s e s s e e  w a s  a s  u n d e r  :  

“The  TDS  o f  Rs .73217 / - ,  s hown  as  payab l e  a s  on  
31 .03 .2007 ,  has  been  b rough t  f o rward  f rom  preced ing  
a s s e s s m e n t  y e a r s .   A s  t h e  o f f i c e s  o f  t h e  s o c i e t y  a r e  s p r e a d  
ove r  t h rough  ou t  Pun jab  and  t he  books  o f  accoun t s  o f  pas t  
y ear s  were  r equ i r ed  f o r  v e r i f i ca t i on  o f  t he  amoun t s  on  
w h i c h  t h e  a m o u n t  o f  T D S  h a d  b e e n  d e d u c t e d .  I t  w a s ,  
t he re fo re ,  no t  p rac t i ca l l y  p o s s ib l e  t o  f u r n i s h  t h e  
i n f o r m a t i o n  i n  b e f o r e  t h e  A s s e s s i n g  A u t h o r i t y .   T h e  d e t a i l s  
a r e  n o w  e n c l o s e d  f o r  k i n d  c o n s i d e r a t i o n  a n d  n e c e s s a r y  
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p e r u s a l .   T h e  d e t a i l s  o f  p a y m e n t s ,  o n  w h i c h  t h e  T D S  h a d  
n o t  b e e n  d e p o s i t e d ,  c o m e s  t o  R s . 5 4 4 9 4 0 / -  a s  a g a i n s t  
a s s u m e d  f i g u r e  o f  R s . 7 3 2 1 7 0 0 / -  i n  t h e  a s s e s s m e n t  o r d e r  
a n d  f u r t h e r  i t  i s  v e r y  i m p o r t a n t  t o  e x p l a i n  t h a t  a l l  t h e s e  
a m o u n t s  o f  T D S  p a y a b l e  r e l a t e s  t o  p e r i o d  f r o m  0 1 . 0 4 . 2 0 0 1  
t o  3 1 . 0 3 . 2 0 0 4 . ”  

9 .  T h e  C I T  ( A p p e a l s )  o b s e r v e d  t h a t  “ I  f i n d  t h a t  a l t h o u g h  i t  s e e m s  t h a t  
t h e  T D S  p a y a b l e  r e l a t e s  t o  t h e  p e r i o d  1 . 4 . 2 0 0 1  t  3 1 . 3 . 0 4 ,  n o  d e t a i l s  w e r e  
f u r n i s h e d  b e f o r e  t h e  A s s e s s i n g  O f f i ce r ” .   The  con t en t i on  o f  t he  a s se s see  
t o  fu r n i sh  a d d i t i ona l  e v i denc e  w a s  r e j e c t e d  an d  i t  w a s  o b s e r v e d  t h a t  t he  
i n f o r ma t i o n  w a s  o l d  a n d  w a s  a v a i l a b l e  w i t h  t h e  a s s e s s e e ,  b u t  n o  c o g e n t  
r e a s o n s  w e r e  g i v e n  f o r  n o t  f u r n i s h i n g  t h e  s a me  b e f o r e  t h e  A s s e s s i ng  
O f f i c e r .    

1 0 .  T h e  l e a r n e d  A . R .  f o r  t h e  a s s e s s e e  p l a c e d  r e l i a n c e  o n  t h e  
s u b mi s s i o n s  b e f o r e  t h e  C I T  ( A p p e a l s )  and  po in t ed  ou t  t ha t  T D S  o f  
R s . 7 3 , 2 1 7 / -  w a s  d e d u c t e d  o u t  o f  p a y me n t  o f  R s . 5 , 4 4 , 9 4 0 / -  a n d  r e l a t e d  t o  
t he  pe r i od  p r i o r  t o  31 .3 .2004  and  t he  p rov i s i ons  o f  s ec t i on  40  ( a ) ( i a )  o f  
t h e  A c t  i n s e r t e d  w .e . f .  1 . 4 . 2 0 0 5  w e r e  n o t  a p p l i c a b l e  t o  s u c h  a m o u n t s .  

1 1 .  T h e  l e a r n e d  D . R .  f o r  t h e  R e v e n u e  p l a c e d  r e l i a n c e  o n  t h e  o r d e r  o f  
t h e  C I T  ( A p p e a l s ) .  

12 .  We  have  hea rd  t he  r i va l  con t en t i ons  and  pe rused  t he  r eco rd .   The  
a s se s see  i n  i t s  ba l ance  shee t  had  shown  a  sum o f  Rs .73 ,217 / -  a s  payab l e  
o n  a c c o u n t  o f  T D S  a s  o n  3 1 . 3 . 2 0 0 7 .   T h e  p l e a  o f  t h e  a s s e s s e e  b e f o r e  t h e  
C I T  ( A p p e a l s )  w a s  t h a t  a s  t h e  a f o r e s a i d  d e t a i l s  w e r e  t o  b e  v e r i f i e d  f r o m 
the  books  o f  a ccoun t  o f  pa s t  yea r s  and  s i nce  t he  o f f i c e s  o f  t he  a s se s see  
soc i e ty  we re  sp r ead  ove r  t h roughou t  Pun j ab ,  i t  wa s  no t  pos s ib l e  t o  
f u r n i s h  t h e  a f o r e sa i d  e v i de n c e  b e f o r e  t h e  A s se s s i n g  O f f i c e r .   How e v e r ,  
t he  de t a i l s  i n  connec t i on  w i th  TDS  o f  Rs .73 ,217 / -  we re  fu rn i shed  be fo r e  
t h e  C I T  ( A p p e a l s )  a n d  i t  w a s  c l a ime d   t h a t  t h e  s a i d  T D S  w a s  i n  
c o n n e c t i o n  w i t h  t h e  p a y me n t s  o f  R s . 5 , 4 4 , 9 4 0 / - .   T h e  C I T  ( A p p e a l s )  h a s  
r e j e c t e d  t h e  p l e a  o f  t h e  a s s e s s e e  o b se r v i n g  t ha t  n o  c o g e n t  r e a s ons  w e r e  
fo r w a r d e d  b y  t h e  a s s e s s e e  i n  r e s p ec t  o f  t h e  s a i d  a dd i t i o na l  e v i d e n ce  
be ing  now fu rn i shed  du r ing  t he  appe l l a t e  p r o c e e d i n g s .   I n  t h e  f a c t s  a n d  
c i r c u ms t a n c e s  o f  t h e  c a s e ,  w e  f i n d  me r i t  i n  t h e  p l e a  r a i s e d  b y  t h e  
a s s e s s e e  t h a t  i t  w a s  p r e ve n t e d  b y  a  r e a sonab l e  c ause  i n  no t  f u rn i sh ing  
i n fo rma t ion  be fo re  t he  Asse s s ing  Of f i c e r  and  i n  v i ew  o f  t h e  p r o v i s i o n s  
o f  R u l e  4 6 A  o f  t h e  I n c o me  T a x  R u l e s  s u c h  i n f o r ma t i o n  s h o u l d  h a v e  b e e n  
a d mi t t e d  a n d  a d d r e s s e d  by  t h e  C I T  ( A p p e a l s ) .   We  f i n d  me r i t  i n  t he  
c l a i m o f  t h e  a s s e s se e  a n d  a dmi t t i n g  t h e  a fo r e sa i d  a d d i t i o n a l  e v i de n c e ,  w e  
a r e  o f  t he  v i e w  t h a t  t h e  sa me  n e e ds  v e r i f i ca t i o n  a t  t h e  l e ve l  o f  t h e  
Asse s s ing  Of f i c e r .   Acco rd ing ly ,  we  d i r e c t  t h e  A s s e s s i n g  O f f i c e r  t o  
v e r i f y  w h e t h e r  t h e  T D S  o f  R s . 7 3 , 2 1 7 / -  i s  r e l a t a b l e  t o  t h e  p a y me n t  o f  
R s . 5 , 4 4 , 9 4 0 / -  w h i c h  r e l a t e s  t o  t h e  p e r iod  up to  31 .3 .2004 .   I n  c a se  t he  
c l a im o f  t he  a s se s see  i s  f ound  t o  be  c o r r e c t ,  t h e r e  i s  n o  me r i t  i n  a n y  
a d d i t i o n  o n  t h i s  a c c o u n t  a s  t h e  p r o v i s i o n s  o f  s e c t i o n  4 0  ( a ) ( i a )  o f  t h e  A c t  
we re  i n t roduced  w .e . f .  1 . 4 . 2005  by  t he  F inance  (No .2 )  Ac t ,  2004 .   The  
a fo r e sa id  p rov i s i ons  a r e  no t  app l i c ab l e  t o  t he  amoun t  o f  TDS  deduc t ed   
o n  o r  b e f o r e  3 1 . 3 .2 0 0 4 .   I n  a n y  c a se ,  t h e r e  i s  n o  me r i t  i n  a d d i t i o n  o f  
Rs .73 ,21 ,700 / -  be ing  r e l a t ab l e  t o  T D S  o f  R s . 7 3 , 2 1 7 / -  o n  me r e  
e s t i ma t i on .   T h e  A s s e s s i n g  O f f i c e r  sha l l  d ec i d e  t h e  i s sue  a f t e r  a f fo r d i n g  
r ea sonab l e  oppo r tun i t y  o f  hea r i ng  t o  t h e  a s s e s s e e .   T h e  g r o u n d  N O . 2  
r a i s e d  b y  t h e  a s s e s s e e  i s  a l l o w e d .  

ITA No .548 /Chd/2011  ( R e v e n u e ’ s  a p p e a l )  
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1 3 .  G r o u n d  N o . 1  r a i s e d  b y  t h e  a s s e s s e e  i s  g e n e r a l  a n d  h e n c e  d i s mi s s e d .  

14 .  Ground  No .3  i s  i n  r e l a t i on  t o  t he  i s s u e  r a i s e d  b y  t h e  a s s e s s e e  i n  
g r o u n d  N o . 1 .   F o l l o w i n g  t h e  o r d e r  o f  t h e  T r i b u n a l  i n  a s s e s s e e ’ s  o w n  c a s e  
r e l a t i n g  t o  a s s e s s me n t  y e a r  2 0 0 6 - 0 7  an d  a s  p o i n t e d  o u t   b y  u s  i n  p a r a s  
h e r e i n a b o v e  a n d  t h e  i s s u e  b e i n g  i de n t i c a l ,  g r o u n d  N o . 3  r a i s e d  b y  t h e  
R e v e n u e  i s  d i s mi s s e d .  

1 5 .  T h e  l e a r n e d  A . R .  f o r  t h e  a s s e s s e e  p o i n t e d  o u t  t h a t  t h e  i s s u e  r a i s e d  
b y  t h e  R e v e n u e  v i d e  g r o u n d  N o s . 4  t o  6  o f  a p p e a l  a r e  i d e n t i ca l  t o  t h e  
i s s u e  r a i s e d  i n  R e v e n u e  ’ s  a p p e a l  be fo re  t he  T r i buna l  r e l a t i ng  t o  
a s s e s s me n t  y e a r  2 0 0 5 - 0 6 .    

1 6 .  T h e  l e a r n e d  D . R .  f o r  t h e  R e v e n u e  p l a c e d  r e l i a n c e  o n  t h e  o r d e r  o f  
t he  Asse s s ing  Of f i c e r .  

1 7 .  T h e  i s s u e  i n  g r o u n d  N o . 4  i s  i n  connec t i on  w i th  t he  de l e t i on  o f  
i n t e r e s t  o n  a mo u n t  r e c e i va b l e  f r o m  P u n j a b  G o v e r n me n t .   T h e  a s s e s se e  
had  shown  r ecove ry  o f  Rs .1 ,73 ,85 ,59 ,612 / -  f r om S t a t e  Gove rnmen t .   The  
Asse s s ing  Of f i c e r  was  o f  t he  v i ew  t h a t  t he  a s s e s s e e  w a s  n o t  d o i n g  a n y  
b u s i n e s s  w i t h  t h e  P u n j a b  S t a t e  G o v e r n me n t ,  i n s t e a d  h a d  p a i d  a m o u n t  o n  
beha l f  o f  t he  S t a t e  Gove rnmen t ,  wh ich  was  shown  r ecove rab l e  i n  f o r m o f  
ID  Ces s ,  Gua ran t ee  f ee ,  paddy  c l a im  o u t  o f  t u r n  r a t i o n  o f  p a d d y .   T h e  
Asse s s ing  Of f i c e r  obse rved  t ha t  t he  a s se s see  had  d ive r t ed  i t s  f unds  t o  
S t a t e  G o v e r n me n t  i n t e r e s t  f r e e  a n d  a t  t h e  s ame  t i me  w a s  p a y i n g  i n t e r e s t  
t o  v a r i o u s  b a n k s  o n  l o a n s  r a i s e d  b y  i t .   T h e  A s s e s s i n g  O f f i c e r  f u r t h e r  
o b s e r v e d  t h a t  e v e n  t h e  S t a t e  G o v e r n m e n t  c h a r ge s  c o s t s / i n t e r e s t  f r o m t h e  
Mark fed .   App ly ing  t he  r a t i o  l a i d  down  by  t he  Pun j ab  &  Haryana  H igh  
C o u r t  i n  A b h i s h e k  I n d u s t r i e s  L t d .  Vs .  C IT  [ (286  ITR  1 ) (P&H)] ,  i n  t he  
a b s e n c e  o f  a n y  c o m me r c i a l  e x p e d i e n c y ,  t h e  A s s e s s i ng  O f f i c e r  h e l d  t h a t  
t h e  i n t e r e s t  @  7 . 2 5 %  o n  t h e  a b o v e s a i d  a d v a n c e s  a mo u n t i n g  t o  
R s . 1 6 , 6 0 , 4 5 , 5 7 1 / -  w a s  d i s a l l o w e d .   T h e  C IT  ( A p p e a l s )  a l l o w e d  t h e  c l a i m  
o f  t h e  a s s e s s e e  f o l l o w i n g  t h e  o r d e r  o f  t h e  T r i b una l  r e l a t i n g  t o  a s s e s s me n t  
y e a r  2 0 0 6 - 0 7 .   T h e  r e l e v a n t  e x t r a c t  o f  t he  o rde r  o f  t he  T r ibuna l  i s  
r e p r o d u c e d  u n d e r  p a r a  1 9  o f  t h e  o r d e r  o f  t h e  C I T  ( A p p e a l s ) .  

1 8 .  W e  f i n d  t h a t  t h e  i s s u e  r a i s e d  i n  t h e  p r e s e n t  g r o u n d s  o f  a p p e a l  i s  
i d e n t i c a l  t o  t h e  i s sue  r a i se d  b e f o r e  t h e  T r i b una l  i n  a s s e s s e e ’ s  o w n  c a s e  
i n  a p p e a l  f i l e d  b y  t h e  R e v e n u e  r e l a t i n g  t o  a s s e s s me n t  y e a r  2 0 0 6 - 0 7 .   T h e  
T r i b u n a l  i n  I T A  N o . 8 7 5 / C H D / 2 0 0 9  a l o n g w i t h  I T A  N o . 8 0 2 / C H D / 2 0 0 9  
( a s se s see ’ s  appea l )  r e l a t i ng  t o  a s s e s s me n t  y e a r  2 0 0 6 - 0 7 ,  o r d e r  d a t e d  
3 0 . 6 . 2 0 1 0 ,  v i d e  p a r a  2 2  h e l d  a s  u n d e r  :  

 “22.  We have  cons idered  the  r iva l  submiss ions  care fu l ly .  
The  assessee  before  us  i s  a  Co-operat ive  Socie ty ,  which  i s  
an  agency  o f  the  S ta te  Government  for  procurement  o f  
wheat  and  paddy .  I t  a lso  under takes  such  ac t iv i t ies  for  FCI .  
In  the  course  o f  carry ing  on o f  such ac t iv i t ies ,  i t  incurred  
amounts  which  were  recoverable  f rom the  S ta te  Government  
and FCI .   Qui te  c lear ly ,  such  recover ies  are  on  account  o f  
t rading  ac t iv i t ies  carr i ed  out  by  the  assessee .   There fore ,  
the  amount  outs tanding  for  recovery  a t  the  end  o f  the  year 
on  account  o f  such ac t iv i t ies  cannot  be  equated  to  in teres t -
f ree  advances  so  as  to  require  the  same to  be  dec ided in  
terms  o f  Sect ion  36(1)( i i i )  o f  the  Act .  In  th i s  regard ,  the  
CIT(Appeals )  has  categor ica l ly  he ld  that  the  Punjab 
Government  and  FCI  are  t rade  debtors  and incomes  thereof  
have  been  o f fered  for  taxat ion in  the  ear l ier  assessment  
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years .  In  the  face  o f  such a  fac t  s i tuat ion ,  we  f ind  no  
jus t i f ica t ion  for  the  Assessing  Of f icer  to  make  any 
d isa l lowance  out  o f  in teres t  expendi ture  c la imed by  the  
assessee  on  account  o f  impugned debi t s .  Hence ,  in  th is  
background,  we hereby  a f f i rm the  order  o f  the  
CIT(Appeals ) .   Thus ,  Ground Nos .  3  & 4  ra ised  are  
d ismissed .”  

1 9 .  I n  t h e  p r e s e n t  g r o u n d  o f  a p p e a l  t h e  i s s u e  b e i n g  i d e n t i c a l  t o  t h e  
i s s u e  r a i se d  b e fo r e  t h e  T r i bu n a l  i n  a s s e s s me n t  y e a r  2 0 0 6 - 0 7  a n d  t h e  C I T  
( A p p e a l s )  i n  t h e  p r e s e n t  c a s e  h a v i n g  fo l l o w e d  t h e  a b o ve  s a i d  r a t i o ,  w e  
a r e  i n  a g r e e me n t  w i t h  t h e  o r d e r  o f  t he  CIT(A) .  Upho ld ing  t he  s ame  we  
d i s mi s s  g r o u n d  N o . 4  r a i s e d  b y  t h e  R e v e n u e .  

2 0  T h e  i s s u e  r a i s e d  v i d e  g r o u n d  N o . 5  i s  i n  c o n n e c t i o n  w i t h  t h e  
i n t e r e s t  cha rged  on  t he  amoun t  r e ce ivab l e  f rom FCI .   The  AO du r ing  t he  
c o u r s e  o f  a s s e s s me n t  p r o c e e d i n g s  n o t e d  t h a t  g u a r a n t e e  f e e ,  i n t e r e s t  
s t r u c t u r e  d e v e l o p m e n t ,  C e s s  a n d  s u c h  o the r  l i ab i l i t i e s  o f  FCI  we re  bo rne  
b y  t h e  a s s e s s e e  a n d  t h e  a mo u n t  r e c o ve r a b l e  f r o m F C I  w a s  a l s o  
i nc r ea s ing .   On  t he  o the r  hand ,  t he  a s se s see  was  pay ing  i n t e r e s t  by  
r a i s i n g  l oa n s  t o  r u n  t h e  b u s i n e s s .   The  Asse s s ing  Of f i c e r  d i s a l l owed  t he  
i n t e r e s t  @ 7 .25% on  advance  o f  8 6 2 . 2 0  c r o r e s  a mo u n t i n g  t o  R s . 6 2 . 5 0  
c r o r e s  a nd  a d d e d  t h e  s a me  t o  t h e  i nc o me  o f  t h e  a s s e s s e e .   T h e  f a c t s  i n  
t h e  p r e s e n t  c a se  a r e  i de n t i c a l  t o  t he  f a c t s  r e l a t i n g  t o  a s s e s sme n t  y e a r  
2 0 0 6 - 0 7  a n d  f o l l o w i n g  t h e  o r d e r  o f  t h e  T r i b u n a l  ( s u p r a )  i n  a s s e s s e e ’ s  
own  ca se ,  t he  o rde r  o f  C IT  (Appea l s )  i s  uphe ld .   The  CIT(Appea l s )  had  
d e c i d e d  t h e  i s s u e  i n  l i n e  w i t h  t h e  i s s u e  r a i s ed  i n  r e l a t i o n  t o  t h e  a mo u n t  
d u e  f r o m  S t a t e  Go v e r n me n t .   F o l l o w i n g  t h e  r a t i o  l a i d  d o w n  b y  t h e  
T r ibuna l  a s  r e f e r r ed  t o  by  u s  i n  pa r a s  h e r e i n a b o v e ,  w e  a r e  i n  a g r e e me n t  
w i th  t he  o rde r  o f  t he  CIT(Appea l s )  a n d  d i s mi s s  t h e  g r o u n d  N o . 5  o f  
a p p e a l  r a i s e d  b y  t h e  R e v e n u e .  

21 .  The  i s sue  i n  g round  No .6  r a i s ed  by  t he  Revenue  i s  aga in s t  t he  
d e l e t i o n  o f  a d d i t i o n  o f  R s . 2 1 , 6 8 , 9 4 2 / - .   T h e  A s s e s s i n g  O f f i c e r  o n  p e r u s a l  
o f  t h e  a d v e r t i s e me n t  e x p e n s e s  w h i c h  a re  i nco rpo ra t ed  unde r  pa r a  5  o f  t he  
a s s e s s me n t  o r d e r  w a s  o f  t h e  v i e w  t ha t  t h e  e x p e n s e s  h a d  n o t  b e e n  ma d e  b y  
t he  a s se s see  a t  i t s  own  bu t  a t  t he  d i r e c t i o n  o f  t h e  C h i e f  Sec r e t a ry /Depu ty  
Commis s ione r ,  t he  func t i ona r i e s  o f  t h e  S t a t e  G o v e r n m e n t  a n d  t h e  B o a r d  
o f  D i r e c t o r s  h a d  g i v e n  e x - p o s t  f a c to  a p p r o v a l .   T h e  A s s e s s i n g  O f f i c e r  
w a s  o f  t h e  v i e w  t h a t  a t  t h e  mos t  t h e  e x p e n d i t u r e  w a s  d o n a t i o n  f o r  t h e  
p r o mo t i o n  o f  s p o r t s  a n d  w a s  n o t  w h o l l y  a n d  e x c l u s i v e l y  i n c u r r e d  f o r  t h e  
pu rpose  o f  bus ine s s  o f  t he  a s se s s e e .   A c c o r d i n g l y ,  a  s u m o f  
R s . 2 1 , 6 8 , 9 4 2 / -  wa s  d i s a l l o w e d  b y  t he  Asse s s ing  Of f i ce r .   The  
C I T ( A p p e a l s )  n o t e d  t h a t  s i mi l a r  i s s u e  a r o s e  b e f o r e  t h e  T r i b u n a l  i n  
a s s e s smen t  yea r  2005 -06  i n  ITA No .727 /Chd /2009  and  v ide  o rde r  da t ed  
3 0 . 1 0 . 2 0 0 9  t h e  e n t i r e  e x p e n d i t u r e  w a s  a l l o w e d  a s  b u s i n e s s  e x p e n d i t u r e .   
T h e  f i n d i n g s  o f  t h e  T r i b u n a l  i n  I T A  N o . 7 2 7 / C h d / 2 0 0 9  a r e  r e p r o d u c e d  b y  
t h e  C I T ( A p p e a l s )   a t  p a g e s  1 2  a n d  1 3  o f  t h e  a p p e l l a t e  o r d e r .    

22 .  We  f i nd  t ha t  t he  p r e sen t  i s sue  r a i s ed  v ide  g round  No .6  i s  i den t i c a l  
t o  t h e  i s sue  r a i s e d  b e f o r e  t h e  T r i b una l  i n  a s s e s s me n t  y e a r  2 00 5 - 0 6  a nd  
fo l l owing  t he  r a t i o  l a i d  down  by  t he  T r ibuna l  we  upho ld  t he  o rde r  o f  t he  
C I T ( A p p e a l s ) .   F o r  t h e  s a k e  o f  b r ev i t y  we  a r e  no t  r ep roduc ing  t he  
ex t r ac t  o f  t he  o rde r  o f  t he  T r ibuna l  w h i c h  i s  i n c o r p o r a t e d  a t  p a g e s  1 2  
and  13  o f  t he  appe l l a t e  o rde r  t hough  a  r e f e r e n c e  i s  be i n g  ma d e  t o  t h e  
s a me .   G r o u n d  N o . 6  r a i s e d  b y  t h e  R e v e n u e  i s  t h u s  d i s mi s s e d .  
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2 3 .  G r o u n d  N o . 7  i s  i n  c o n n e c t i o n  w i t h  t h e  p r o v i s i o n s  o f  s e c t i o n  1 4 A o f  
t h e  I n c o me  T a x  A c t .   T h e  a s s e s s e e  h a d  ma d e  i n v e s t me n t s  i n  s h a r e s  o f  
I n d i a n  c om p a n i e s  t o t a l i n g  R s . 1 . 7 5  c r o r e s  a n d  i t  w a s  sub mi t t e d  b y  t h e  
a s s e s s e e  t h a t  t h e  s a i d  i n v e s t me n t s  w e r e  ma d e  o u t  o f  i t s  r e s e r v e s  a n d  
s u r p l u s  a n d  n o  e x p e n d i t u r e  w a s  i n c u r r e d  f o r  e a r n i n g  d i v i d e n d  i n c o me  
d u r i n g  t h e  y e a r  u n d e r  c o n s i d e r a t i o n .   T h e  i n v e s t me n t  w a s  c l a i me d  t o  b e  
ve ry  o ld  and  no  new  inves tme n t  was  ma de  du r ing  t he  yea r .   The  
A s s e s s i ng  O f f i c e r  n o t e d  t ha t  t h e  a s se s s e e  f r om t h e  y e a r  o f  i t s  i n c e p t i o n  
h a d  a l w a y s  r a i s e d  l o a n s  i n  e a c h  an d  e v e r y  y e a r  t o  r u n  i t s  b u s i n e s s  
a c t i v i t i e s .   I t  w a s  o b s e r v e d  b y  t h e  A s s e s s i n g  O f f i c e r  t h a t  t h e  p r o v i s i o ns  
o f  s e c t i o n  1 4 A  o f  t h e  I nc ome  T a x  A c t  w e r e  a t t r a c t e d  a n d  a s  t h e  a s s e s s e e  
had  pa id  i n t e r e s t  @ 7 . 2 5 %  o n  t h e  l o a n s  r a i s e d  d u r i n g  t h e  c u r r e n t  
f i n a n c i a l  y e a r ,  s a me  r a t e  o f  i n t e r e s t  w a s  a p p l i e d  a n d  a d d i t i o n  o f  
R s . 1 2 , 7 3 , 4 6 2 / -  w a s  ma d e  u n d e r  t h e  p r o v i s ions  o f  s ec t i on   14A o f  t he  
I n c o me  T a x  A c t .   T h e  C I T ( A p p e a l s )  i n  v i ew  o f  t he  i nves tme n t s  be ing  o ld  
a n d  n o t  r e l a t e d  t o  t h e  p e r i o d  u n d e r  c o n s i d e r a t i o n  a n d  fo l l o w i n g  t h e  r a t i o  
l a i d  d o wn  b y  t h e  H o n 'b l e  P u n j a b  &  H a r y a n a  H i g h  C o u r t  i n  C I T  V s .  
Wi n s o me  T e x t i l e s  I n d i a  r e p o r t e d  i n  3 1 9  I T R  2 0 4  a n d  C I T  V s .  H e r o  
Cyc l e s  L td .  r epo r t ed  i n  3 2 3  I T R  5 1 8  h e l d  t h a t  ‘ w h e r e  t he r e  w a s  no  n e x us  
be tween  bor rowed  f unds  and  i nve s tme n t s  made  i n  purchase  o f  share s ,  no  
d i s a l l o w an c e  u / s  14A  w a s  w a r r a n t e d ’ .    

2 4 .  T h e  R e v e n u e  i s  i n  a p p e a l ;  a g a i n s t  t h e  a f o r e s a i d  o r d e r  o f  t h e  C I T  
( A p p e a l s ) .  

25 .  The  l e a rned  D .R .  f o r  t he  Revenue  p l aced  r e l i ance  o n  t h e  r a t i o  l a i d  
down  by  t he  Hon’b l e  Bomb ay  H igh  Co u r t  i n  G o d r e j  &  B o y c e  M f g .  C o .  
L t d .  V s .  D C I T  &  A n o t h e r  ( 3 2 8  I T R  8 1 )  (Bom) ]  and  a l so  p l aced  r e l i ance  
on  t he  f i nd ings  o f  t he  Asse s s ing  Of f i c e r .     

2 6 .  T h e  l e a r n e d  A . R .  f o r  t h e  a s s e s s e e  p o i n t e d  o u t  t h a t  t h e  o n u s  i s  u p o n  
t he  Revenue  t o  e s t ab l i sh  t he  nexus  wh ich  t he  Revenue  f a i l ed  t o  do  so  i n  
t h e  p r e se n t  c a s e .   R e l i a n c e  w a s  p l a c ed  o n  t h e  r a t i o  l a i d  d o w n  i n  C I T  V s .  
M e t a l ma n  A u t o  P .  L t d . ,  3 3 6  I T R  4 3 4  ( P&H)] .   I t  was  fu r t he r  po in t ed  ou t  
b y  t h e  l e a r n e d  A .R .  f o r  t he  a s s e s s e e  t ha t  t he  d i v i de nd  i n c o me  r e c e i v e d  
b y  t h e  a s s e s s e e  w a s  R s . 4 , 0 0 , 4 1 0 / -  a g a in s t  w h i c h  d i s a l l o w a n c e  o f  
Rs .12 ,73 ,462 / -  was  ma de  by  t he  Asse s s ing  Of f i c e r .  

27 .  We  have  hea rd  t he  r i va l  con t en t i ons  and  pe rused  t he  r eco rd .   The  
a s se s see  ha s  p l aced  on  r eco r d  t he  de t a i l s  o f  i n v e s t me n t  a l o n g  w i t h  t h e  
a mo u n t  o f  i n v e s t m e n t  i n  s h a r e s  i n  f i v e  c o mpa n i e s  ma d e  b y  t h e  a s s e s s e e .   
O n  p e r u sa l  o f  t h e  s a i d  de t a i l s  r e v ea l  t ha t  ma j o r i t y  o f  t h e  i n ve s t me n t s  
w e r e  ma d e  p r i o r  t o  1 9 9 4  a n d  o n  t h e  s a i d  i n v e s t me n t s  n o  d i v i d e n d  h a s  
b e e n  r e c e i v e d  b y  t h e  a s se s s e e  d u r i n g  t h e  y e a r .   T h e  a s s e s s e e  h a d  
r ece ived  t he  d iv idend  o f  Rs .3 ,96 ,000 / -  f r o m I n d i a n  P o t a s h  S u p p l y  
A g e n c y  M a d r a s ,  i n  w h i c h  t h e  i n v e s tme n t  w a s  ma d e  b e t w e e n  t h e  y e a r s  
1 9 7 0  t o  1 9 7 5 .   A n o t h e r  d i v i d e n d  o f  R s . 4 4 1 0 / -  r e c e i v e d  f r o m  C e n t r a l  
Warehous ing  Corp .  L td .  I n  wh ich  t he  i nves tme n t  was  ma de  du r ing  t he  
y e a r s  1 9 5 0  t o  1 9 6 2 .   N o  f r e s h  i n v e s t men t   h a s  b e e n  ma d e  d u r i n g  t h e  y e a r  
u n d e r  c o n s i d e r a t i o n .   T h e  C I T  ( A p p e a l s )  a t  page  17  o f  t he  appe l l a t e  
o rde r  had  r ep roduced  t he  obse rva t i ons  o f  t he  Hon 'b l e  Pun j ab  &  Haryana  
H igh  Cour t  i n  C IT  Vs .  Winsome  Tex t i l e  I n d u s t r i e s  L t d . ( s u p r a ) ,  u n d e r  
w h i c h  i t  w a s  l a i d  d o w n  t h a t  w h e re  t h e r e  i s  n o t h i ng  t o  i n d i c a t e  t h a t  
i n v e s t me n t  i n  p u r c h a s e  o f  s h a r e s  wa s  ma de  ou t  o f  bo r rowed  funds ,  no  
d i s a l l owance  was  wa r r an t ed  u / s  14A o f  t h e  I n c o me  T a x  A c t .   F o l l o w i n g  
t h e  a b o ve  s a i d  r a t i o  l a i d  d ow n  b y  t he  Ju r i sd i c t i ona l  Hi gh  Cour t  i n  C IT  
V s .  Wi n s o me  T e x t i l e  I n d u s t r i e s  L t d . ( s u p r a )  a n d  f o l l o w e d  i n  C I T  V s .  
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M e t a l ma n  A u t o  P .  L t d .  ( s u p r a )  w e  f in d  n o  me r i t  i n  t h e  g r o u n d s  o f  a p p e a l  
r a i s e d  b y  t h e  R e v e n u e  i n  t h i s  r e g a r d .   T h e  t o t a l  d i v i d e n d  i n c o m e  
r e c e i v e d  b y  t h e  a s s e s s e e  wa s  R s . 4 , 0 0 , 4 1 0 / -  a g a i n s t  wh i c h  d i s a l l o w a n c e  
o f  R s . 1 2 , 7 3 , 4 6 2 / -  b y  i n v o k i n g  t h e  p r o v i s i o n s  o f  s e c t i o n 1 4 A  o f  t h e  A c t  i s  
n o t  w a r r a n t e d .   U p h o l d i n g  t h e  o r d e r  o f  t h e  C I T  ( A p p e a l s )  w e  d i s mi s s  t h e  
g r o u n d  N o . 7  r a i s e d  b y  t h e  R e v e n u e .    

2 8 .  T h e  l a s t  i s s u e  r a i s e d  i n  t h e  p r e sen t  appea l  i s  by  way  o f  g round  
N o . 2 .   T h e  a s s e s s e e  i n  i t s  r e t u r n  o f  i n c o me  h a d  c l a i me d  d e p r e c i a t i o n  o f  
g o d o w n s  o f  R s . 9 8 , 5 2 , 9 1 2 / -  o n  w h i c h  d e d u c t i on  u / s  80P  (2 ) ( e )  o f  t he  Ac t  
w a s  c l a i me d .   T h e  A s s e s s i n g  O f f i c e r  n o t e d  t h a t  t he  a d d i t i o n  o n  t h i s  
a c c o u n t  w a s  ma d e  i n  a s s e s s me n t  y e a r  2 0 0 6 - 0 7  a n d  t h o u g h  t h e  a s s e s s e e  
h a d  r a i s e d  t h e  s a i d  g r o u n d  o f  a p p e a l  bu t  t he  s ame  wa s  no t  p r e s sed  fo r  
a d j u d i c a t i o n  b e f o r e  t h e  C I T  ( A p p e a l s ) .   The  Asse s s ing  Of f i c e r  he ld  t he  
a s s e s s e e  t o  h a v e  w r o n g l y  c l a i me d  d educ t i on  u / s  80P(2 ) ( e )  o f  t he  Ac t  by  
no t  deduc ing  t he  dep rec i a t i on  on  godowns  o f  Rs .98 ,52 ,912 / -  and  had  
s h o w n  l e s s  i n c o me  t o  t h e  e x t e n t  o f  R s . 9 8 , 5 2 , 9 1 2 / - .   A c c o r d i n g l y ,  t h e  
s a me  w a s  a d d e d  t o  t h e  t o t a l  i n c o me  o f  t h e  a s se s s e e  a n d  w a s  h e l d  t h a t  t he  
c l a i m o f  d e d u c t i o n  u / s  8 0 P ( 2 ) ( e )  o f  t h e  A c t  w o u l d  r e ma i n  t h e  s a me .   I t  
w a s  f u r t h e r  o b s e r v e d  b y  t h e  A s s e s s i ng  Of f i ce r  t ha t  deduc t i on  can  be  
r a i s e d  t h r o u g h  r e v i s e d  r e tu rn  and  t hough  t he  a s se s see  r ev i s ed  i t s  r e t u rn  
o f  i ncome ,  bu t  d id  no t  r ev i s ed  i t s  co mp u t a t i o n  t o  t h e  e x t e n t  o f  e x c e s s  
c l a i m o f  d e p r e c i a t i o n ,  h e n c e  a d d i t i on  o f  Rs .98 ,52 ,912 / -  was  ma de  t o  t he  
i n c o me  o f  t h e  a s s e s s e e .    

2 9 .  B e f o r e  t h e  C I T  ( A p p e a l s )  t h e  a s s e s s e e  c l a i me d  t h a t  i t  h a d  c r e d i t e d  
Rs .45 ,14 ,49 ,575 / -  a s  s t o r age  i ncome  and  dep rec i a t i on  on  godowns  
r e l a t i n g  t o  t h e  s t o r a g e  i n c ome .   A s  p e r  t he  a s s e s s e e  s t o r a g e  i nc o me  w a s  
s e p a r a t e l y  c o mp u t e d  i n  t h e  c o mp u t a t i o n  c h a r t  a n d  d e p r e c i a t i o n  s h o u l d  
h a v e  b e en  r e d u c e d  f r o m t h e  s a i d  i n c ome  w h i c h  w a s  i n a d v e r t e n t l y  o mi t t e d  
a t  t h e  t i me  o f  f i l i n g  t h e  r e t u r n  o f  i n c o me .   T h e  l e a r n e d  A . R .  f o r  t h e  
a s s e s s ee  fu r t h e r  po i n t e d  o u t  t h a t  t he  s t o r a g e  i n c o me  w o u l d  s t a n d  r e d u c e d  
by  t he  amoun t  o f  dep rec i a t i on  and  i t  w o u l d  n o t  h a v e  a n y  i mp a c t  o n  t h e  
g ro s s  t o t a l  i ncome  o f  t he  a s s e s see  ,  howeve r ,  sha l l  r educe  t he  amoun t  o f  
d e d u c t i o n  c l a i me d  u / s  8 0 P ( 2 ) ( e )  o f  t h e  A c t  b y  R s . 9 8 , 5 2 , 9 1 2 / - .   T h e  
a s se s see  had  fu rn i shed  r ev i s ed  r e tu rn  o f  i n c o me  i n  w h i c h  t h e  c l a i m o f  
deduc t i on  was  shown  r educed .   The  CIT  (Appea l s )  v ide  pa r a  6  t o  8  a t  
p a g e  4  o f  t h e  a p p e l l a t e  o r d e r  o b s e r v e d  a s  u n d e r  :  

“ 6 .  C o n s i d e r i n g  t h e  r i v a l  c o n t e n t i o n s  a n d  m a t e r i a l  o n  
r e c o r d ,  I  f i n d  t h a t  i n  t h e  o r i g i n a l  r e t u r n  o f  i n c o m e ,  
t h e  a p p e l l a n t  h a d  c l a i me d  d e d u c t i o n  u / s  
8 0 P ( 2 ) ( a ) ( i v )  a t  R s . 3 1 7 0 1 7 8 1 0 / -  wh i ch  was  r ev i s ed  
and  c la im  o f  deduc t i on  r educed  t o  Rs .307164848 / - .   
I n  t h e  o r i g i n a l  r e t u r n ,  t h e  a pp e l l a n t  c l a i m e d  
e x e m p t i on  u / s  80P ( 2 ) ( e )  –  S t o ra g e  i n c o m e  a t  
R s . 2 9 4 1 7 7 2 1 3 / -  a n d  i n  t h e  r e v i s e d  r e t u r n ,  t h e  s a m e  
h a s  b e e n  c l a i me d  a t  R s . 2 8 4 3 2 4 3 0 1 / - ,  t h e r e b y  
r e d u c i n g  t h e  i n c o me  b y  R s . 9 8 5 2 9 1 2 / - .  

7 .  T h e  A s s e s s i n g  O f f i c e r  d i d  n o t  a c c e p t  t h e  c o n t e n t i o n  
o n  t h e  g r o u n d  t h a t  t h o u g h  t h e  r e t u r n  o f  i n c o m e  w a s  
r e v i s e d ,  t h e  c o m pu t a t i o n  o f  deduc t i on  c la ime d  has  
n o t  r e v i se d .   T h e  A s s e s s i ng  O f f i ce r  r e l i e d  on  t h e  
d e c i s i o n  o f  H o n ' b l e  A p e x  C o u r t  i n  t h e  c a s e  o f  G o e t z  
I n d i a  v s .  C I T ,  2 8 4  I T R  3 2 3 .  
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8 .  I n  m y  c o n s i d e r e d  o p i n i o n ,  i f  t h e  r e tu rn  o f  i ncome  i s  
r ev i s ed  and  deduc t i on  u / s  80P(2 ) ( e )  i s  r ecompu ted ,  
i t  u l t i m a t e l y  e f f ec t s  o t h e r  de d u c t i o ns  a s  w e l l .   T h e  
A s s e s s i n g  O f f i c e r ’ s  c o n t e n t i o n  t h a t  f o r  c l a i m i n g  t h e  
deduc t i on ,  a  r ev i s ed  compu ta t i on  was  a  p re requ i s i t e  
i s  n o t  b a s e d  o n  f a c t s  o f  t h e  c a s e  o r  e v e n  t h e  f a c t s  o f  
t h e  c a se  r e l i e d  u p o n  b y  t h e  A ss e s s i n g  O f f i c e r  
( s u p r a ) .   T h e  A s s e s s i n g  O f f i ce r  has  nowhere  s t a t ed  
t h a t  t h e  d e d u c t i o n  w a s  n o t  a l l o w a b l e  o r  w r o n g l y  
c l a i m e d  b y  t h e  a p p e l l a n t .   N o t  f i l i n g  a  r e v i s e d  
c o m p u t a t i o n  c a n n o t  l e a d  t o  d e n i a l  o f  a  g e n u i n e  
c l a i m  w he r e  t he  re t u r n  w as  d u l y  r e v i s e d  a n d  c l a i m  
du l y  r ecompu ted .   The  appe l l an t ’ s  p l ea  on  t h i s  
g round  i s  t he re fo re  a l l owed .”  

3 0 .  T h e  l e a r n e d  D . R .  f o r  R e v e n u e  h as  f a i l e d  t o  c o n t r o v e r t  t h e  f i n d i n g  
o f  t h e  C I T  ( A p p e a l s )  e x c e p t  f o r  p l a c i n g  r e l i a n c e  o n  t h e  o r d e r  o f  t h e  
A s s e s s i ng  O f f i c e r .    

3 1 .  T h e  a s s e s s e e  b e fo r e  u s  c l a i med  t ha t  t he  r ev i s ed  r e tu rn  was  
fu r n i s h e d  w i t h i n  t h e  t i me  a l l o w e d  t o  t h e  a s s e s s e e .   I n  t h e  e n t i r e t y  o f  t h e  
f a c t s  a n d  c i r c u ms t a n c e s  w e  f i n d  n o  me r i t  i n  t h e  g r o u n d  N o . 2  r a i s e d  b y  
t h e  R e v e n u e .   U p h o l d i n g  t h e  o r d e r  o f  t h e  C I T  ( A p p e a l s )  t h e  g r o u n d  N o . 2  
r a i s e d  b y  t h e  R e v e n u e  i s  d i s mi s s e d .   

3 2 .  I n  t h e  r e s u l t ,  t h e  a p p e a l  o f  t h e  a s se s see  i s  pa r t l y  a l l owed  and  t he  
a p p e a l  o f  t h e  R e v e n u e  i s  d i s mi s s e d .  

O r d e r  P r o n o u n c e d  i n  t h e  Ope n  C o u r t  o n   3 0 t h   d ay  o f  Sep t embe r ,  
2011 .  
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