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आदेश/Order 

 

Per Sanjay Garg, Judicial Member: 
 

These appeals have been preferred by the assessee against the order 

dated  27.10.2016  of the Commissioner of Income Tax (Appeals)-2, 

Gurgaon  [hereinafter referred to as CIT(A)].    

 

2. At the outset, the Ld. Counsel of the assessee fairly submitted that 

the sole issue involved  in both the appeals for different assessment years 

relating to the disallowance of interest expenditure of Rs. 96,17,200/- (for 

assessment year 2011-12) and Rs. 97,93,020/- (for assessment year 2012-

13) respectively, payable to Government of Punjab,  is squarely covered 

against the assessee  by the decision of the Coordinate Bench of the 
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Tribunal in the own case of the assessee for earlier assessment years from 

2008-09 to 2010-11 vide order dated 22.9.2016. A copy of the said order 

has also been placed in the file.  

3. We have gone through the order of the Coordinate Chandigarh Bench 

of the Tribunal dated 22.9.2018 passed in the own case of the assessee in 

ITA Nos. 782/Chd/2011 and 55 & 848/Chd/2013 for assessment years 

2008-09 to 2010-11, wherein, the Tribunal after detailed discussion 

decided the same against the assessee. The relevant part of the order of the 

Tribunal dated 22.9.2018 (supra) is reproduced assessee under:- 

 “ 4 .  T he  b r i e f  f ac t s  on  t he  i s sue  a re  tha t  a s se s see  

had  deb i t ed  amoun t  o f  R s .  1 ,04 ,25 ,000 / -  t o  t he  

P ro f i t  & L oss  A ccount  a s  i n t e re s t  payab le  to  t he  

P un jab  Governmen t  on  amount  o f  R s .  5 .5  Crores  

rece ived  by  t he  a sse s see  a s  a s s i s t ance  in  the  f o rm  

o f  l oan  fo r  s e t t i ng  up  agro  based  p ro jec t  i n  t he  

S t a t e  o f  P un j ab .   T he  A sse s s ing  O f f i ce r  has  made  

add i t i on  o f  t he  sa i d  i n t e re s t  o f  R s .  1 , 02 ,00 ,560 / -  

a f t e r  a l l owi ng  2% expendi tu re .    

4 ( i )  T he  l d .  CIT (A ppea l s ) ,  a f t e r  cons i der i ng  f ac t s  

o f  t he  case  and  submi s s ions  o f  t he  a s se s see ,  no t ed  

t ha t  a s se s see  had  deb i t ed  i n t e re s t  e xpend i tu re  t o  

t he  P ro f i t  & L oss  A ccoun t  a s  i n t e re s t  on  l oan  t aken  

f rom P un jab  Governmen t .   A s  pe r  p rov i s i ons  o f  

Sec t i on  145 (1 )  o f  t he  I ncome  T ax  A c t ,  i ncome  under  

t he  head  ‘p ro f i t  and  ga in s  o f  bus ines s  o r  

p ro fe s s i on’  o r  ' i ncome  f rom o t her  sources '  i s  t o  be  

compu ted  in  accordance  wi th  e i t he r  cash  o r  

mercan t i l e  s y s t em  o f  accoun t i ng  regu l a r ly  empl oyed  

by  the  a s se s see .   T he  a s se s see  i s  f o l l owi ng  cash  

sy s t em  o f  accoun t i ng  i n  re spec t  o f  r ece ip t s  f rom 

var ious  p ro j ec t s  on  cash  bas i s  bu t  t he  re l a t ed  

expend i tu re  i s  be ing  c l a i med  on  accrua l  bas i s .   The  

l d .  CI T (Appea l s ) ,  t he re f o re ,  he l d  t ha t  th i s  amoun t  

c l a i med  by  the  a s se s see  i s  no t  a l lowab le  in  v i ew  o f  

e xp l i c i t  p rov i s i ons  o f  Sec t i on  145 (1 )  o f  the  Ac t .   

T h i s  g round  was ,  accord ing l y ,  d i smis sed .  
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5 .  T he  ld .  CI T (A ppea l s )  a l so  cons idered  t he  

d i sa l lowance  o f  i n t e re s t  whi l e  ca l cu l a t ing  book  

p ro f i t s  under  sec t ion  115JB  o f  t he  Ac t .   T he  

A sse s s i ng  Of f i ce r  added  t he  amoun t  o f  i n t e re s t  

wh i l e  ca lcu l a t i ng  book  p ro f i t s  fo r  t he  purpose  o f  

Sec t i on  115JB  o f  t he  A c t .   T he  ld .  CI T (A ppea l s )  

no ted  tha t  i n  the  case  o f  company ,  wh i ch  i s  

r equ i red  t o  pay  tax  on  book  p ro f i t s  under  sec t i on  

115JB  has  t o  p repare  i t s  P ro f i t  & L oss  A ccount  in  

accordance  wi t h  prov i s i ons  o f  Par t - I I  and  P ar t - I I I  

o f  Schedu l e -VI  t o  t he  Compan i e s  A c t ,  1956 .   In  t he  

case  o f  t he  a s se ssee ,  in te re s t  was  rece ived  be ing  

c red i t ed  on  cash  bas i s ,  whereas  in te re s t  pa id  has  

been  c la imed  on  accrua l  bas i s  and  so  the  account s  

were  no t  in  accordance  wi th  p rov i s ions  o f  

Schedu l e -V I  to  the  Compani e s  A c t .   There f o re ,  

i n t e re s t  c la imed  in  t he  P ro f i t  & L oss  A ccount  has  

t o  be  added  t o  the  dec l a red  book  pro f i t s  t o  a r r ive  

a t  the  correc t  f i gure  o f  book  p ro f i t s  and  a rgumen t  

o f  the  a s se s see  was  no t  co rrec t .   Th i s  g round  was  

a l so  d i smi s sed .  

6 .  A f t e r  cons i der i ng  r i va l  con ten t ions ,  we  a re  

no t  i nc l i ned  to  in t e r fe re  w i t h  t he  impugned  o rder .  

T he  l d .  counse l  f o r  t he  a s se s see  admi t t ed  tha t  

a s se s see  i s  a  company  who  i s  f o l lowing  cash  sy s t em 

o f  account ing  in  re spec t  o f  r ece i p t s  f rom  var ious  

p ro jec t s .   He  has  a l so  admi t t ed  t ha t  r e l a t ed  

expend i tu re s  a re ,  however ,  c la i med  deduc t i on  on  

accrua l  bas i s .   T he  p rov i s i ons  o f  Sec t ion  145 (1 )  o f  

t he  A c t  a re ,  the re f o re ,  c l ear l y  app l i cab l e  i n  t he  

case  o f  the  a s se s see  because  i ncome under  t he  head  

‘ p ro f i t  and  ga in s   o f  bus i nes s  o r  p ro f e s s i on ’  i s  t o  

be  comput ed  i n  accordance  w i t h  e i the r  cash  o r  

mercan t i l e  s y s t em  o f  accoun t i ng  regu l a r ly  empl oyed  

by  the  a s se s see .   T he  a s se s see  i s  f o l l owi ng  cash  

sy s t em  o f  account ing  regu la r l y  i n  r espec t  o f  a l l  t he  

i n t e re s t  amount ,  the re fo re ,  the  re l a ted  expend i t u re  

canno t  be  a l l owed  on  accrua l  bas i s .  

6 ( i )  F ur t her ,  a s  r egards  ca l cu l a t ion  o f  book  p ro f i t  

under  sec t i on  115JB ,  the  l d .  CIT(A ppea l s )  has  

g i ven  same  reason i ng  and  con f i rmed  the  add i t ion .   

Dur ing  t he  course  o f  a rgument s ,  l d .  counse l  fo r  t he  

a s se s see  was  no t  ab le  to  po i n t  ou t  any  i n f i rmi ty  in  

t he  o rder  o f  l d .  CIT (A ppea l s )  in  d i sm i s s i ng  the  

appea l  o f  t he  a s ses see .  
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7 .  S i nce  a s se s see’ s  counse l  i s  no t  ab l e  t o  make  

ou t  any  case  fo r  the  a s se s see ,  the re f o re ,  we  do  no t  

p ropose  t o  i n t e r f ere  w i t h  t he  o rders  o f  au t hor i t i e s  

be low .   T he  appea l  o f  t he  a s se ssee ,  t he re f o re ,  

s t ands  d i smi s sed .  

 I n  t he  re su l t ,  appea l  o f  the  a sse s see  i s  

d i smi s sed .”  

4. Therefore, following the aforesaid decision of the Tribunal dated 

22.9.2016 (supra), rendered in the own case of the assessee for earlier 

assessment years from 2008-09 to 2010-11, we dismiss both the appeals 

filed by the assessee on identical issue.  

5. In the result,  both the appeals of the assessee are hereby dismissed.  

Order pronounced in the Open Court on 15.11.2018.  
 

 

  Sd/-       Sd/- 

( बी .आर.आर,  कुमार / B.R.R. KUMAR) 

  लेखा सद�य/ Accountant Member 

                 (संजय गग� / SANJAY GARG ) 

�या�यक सद�य /Judicial Member 

Dated :  15.11.2018 

 “आर.के.” 
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