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3¢ / ORDER

PER VIKAS AWASTHY, JM :

This appeal by the Revenue is directed against the order of

Commissioner of Income Tax (Appeals)-III, Nagpur dated 10-09-2014 passed
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u/s. 201(1) r.w.s. 201(1A) of the Income Tax Act, 1961 (hereinafter referred

to as “the Act”) for the assessment year 2013-14.

2. Shri R.K. Baral representing the Department submitted that survey
action u/s. 133A was carried out in the case of assessee. Thereafter on spot
verification carried out on 24-10-2013 certain documents were found that
indicate the assessee has made payment of interest to 156 persons in lieu of
unsecured loans taken from the aforesaid persons. The assessee had not
deducted tax on source on such payment of interest. However, neither the
unsecured loans nor the payment of interest were reflected in the books of
account of assessee. The Assessing Officer in respect of aforesaid payment
of interest without complying with the TDS provisions invoked section 201
and has made the addition holding the assessee to be the assessee in

default.

2.1 Against the order dated 28-02-2014 passed u/s. 201(1) r.w.s. 201(1A)
of the Act, the assessee filed appeal before the Commissioner of Income Tax
(Appeals). The First Appellate Authority after considering the facts of the
case and documents on record erred in holding that no interest was paid by
the assessee and deleted the addition. Against the said findings of

Commissioner of Income Tax (Appeals), the Revenue is in appeal.

3. Per contra, Shri S. Kailash Jogani appearing on behalf of the assessee
submitted that the Assessing Officer without appreciating the facts has

wrongly made addition merely on presumptions and assumptions. The



ITA No. 492/NAG/2014, A.Y. 2013-14 =

assessee has not paid any interest as alleged by the Assessing Officer
against unsecured loans from third party. The unsecured loans were
advanced by the partners of assessee firm, the payment of interest on such
loans does not fall within the purview of Chapter-XVII-B of the Act. The Id.
AR further submitted that the books of account maintained by the assessee
were duly audited and the same were not rejected by the Assessing Officer

at any point of time.

4. Both sides heard. Orders of authorities below perused. The Revenue
in appeal has assailed the findings of Commissioner of Income Tax (Appeals)
in deleting the demand of Rs.94,07,988/- u/s. 201(1) r.w.s. 201(1A) of the
Act. The Assessing Officer had made addition of the aforesaid amount on
the premise that the assessee has paid interest on unsecured loans to the
third parties without complying with TDS provisions. It is an undisputed
fact that in the audited books of account the unsecured loans as alleged by
the Assessing Officer does not figure and the assessee has not claimed
payment of interest on the alleged unsecured loans in the books. The
unsecured loans as reflected in the documents found during the spot
inspection were purportedly advanced by the partners of the assessee firm.
Payment of interest on loans from partners, no TDS was required to be

deducted.

S. Thus, in facts of the case and in the light of decision of Hon’ble
Supreme Court of India in the case of GE India Technology Center Pvt. Ltd.

Vs. CIT reported as 327 ITR 456 the Commissioner of Income Tax (Appeals)
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deleted the addition. We do not find any infirmity in the order of
Commissioner of Income Tax (Appeals). Accordingly, the impugned order is
upheld and the appeal of Revenue is dismissed.

0. In the result, the appeal of Revenue is dismissed.

Order pronounced on Friday, the 29th day of March, 2019.
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