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A /ORDER

This appeal by the assessee is arising out of the order of
Commissioner of Income Tax (Appeals)-1, Trichy, in ITA No.
82/2016-17/CIT(A)-1/TRY, order dated 08.07.2019. The
Assessment was framed by DCIT, Circle-I, Trichy for the
assessment year 2014-15 vide order dated 23.12.2016 U/s

143(3) of the Income Tax Act, 1961 (hereinafter ‘the Act’).
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2. The only issue in this appeal of assessee is, as regards to
order of CIT(A), sustaining the addition of Rs.34,52,491/- made
by the AO on the wrong presumption of absence of nexus
between the interest income offered under the head ‘income
from other sources’ in the computation of total taxable income
added u/s.68 of the Act. For this, the assessee has raised

various grounds numbering into 7.

3. Brief facts are that the assessee is an individual deriving
income from house property, salary and other sources. The
assessee for the assessment year 2014-15, filed her return of
income admitting total income of Rs.11,87,920/- after claiming
various deductions. The AO while framing assessment,
disallowed the interest expenditure of Rs.34,52,491/- claimed
u/s.57 of the Act on loan amount of Rs.2.5 crores from M/s.
Cholamandalam Finance as against the income of Rs.35 lakhs
shown under the head ‘other sources’. The AO disallowed the
interest expenditure by observing as under:-

“Disallowance of Interest Expenditure claimed to the tune of
Rs.34,52,491/-

Since the assessee could not produce any evidence for the Income
of Rs.35,00,000/- shown under the head ‘Other Sources’ and treated
as unexplained credit as discussed earlier, the Interest expenditure
claimed for payment of Interest to Loan Amount Rs.2.5 Crores
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from Cholamandalam Finance has no nexus with the Income shown
under Income from Other Sources and hence the interest
expenditure of Rs.34,52,491/- claimed u/s.57 of the L.T. Act is
disallowed.”

The AO added this disallowance of interest expenditure in the
computation of income as ‘unexplained credit’ u/s.68 of the Act.

Aggrieved, the assessee preferred an appeal before the CIT(A).

4. The CIT(A) confirmed the disallowance of interest
expenditure by stating that there was no direct relation between
the payment of interest and earning of income and moreover,
the assessee is unable to produce any evidence, books of
accounts or P&L account or computation of income. Hence, he
confirmed the action of the AO by stating that all income
received in cash has rightly been denied by the AO and set off
interest payment to M/s. Reliance Capital and M/s.
Cholamandalam Finance against the income shown. Accordingly,
appeal of assessee is dismissed. Aggrieved the assessee came

in appeal before the Tribunal.

5. Before me both, the Id. counsel for the assessee Shri S.
Sridhar, Advocate as well as |Id. senior Department

Representative Shri B. Sajive, JCIT fairly conceded that the
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Department as well as assessee has taken contradictory stands
before the AO as well as CIT(A) as the facts narrated in the order
of AO as well as CIT(A). Hence, both agreed that matter can be
restored back to the file of the AO for fresh adjudication on this
issue. Without elaborating on facts, I set aside the orders of
lower authorities as consented by both the sides and remand the
matter back to the file of the AO for fresh adjudication on the
issue of allowance of expenditure claimed to the tune of
Rs.34,52,491/- by the assessee u/s.57 of the Act as against the

income disclosed under the head ‘income from other sources’.

6. In the result, the appeal of the assessee is allowed for

statistical purpose.

Order pronounced in the open court on 9™ November, 2021 at
Chennai.
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