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3CA/ORDER

Manoj Kumar Aggarwal (Accountant Member)

1.  Aforesaid appeal by assessee for Assessment Year (AY) 2013-14
arises out of the order of learned Commissioner of Income Tax
(Appeals), Salem [CIT(A)] dated 07.12.2017 in the matter of an
assessment framed by Ld. Assessing Officer [AO] u/s. 143(3) of the

Act on 29.03.2016. The sole grievance of the assessee is disallowance
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of partners’ remuneration for Rs.59.70 Lacs u/s 40(b). The assessee is
a firm and engaged in manufacturing of over fabrics. Having heard rival
submissions, the appeal is disposed-off as under.

2. The assessee paid remuneration of Rs.59.70 Lacs to one of the
partners namely Mr. Vishakar Mani. The remuneration was supported
by amended deed dated 01.04.2012. However, raining doubts on the
genuineness of the amended deed, Ld. AO opined that the deed was
not registered one and the same was not produced in the assessment
proceedings of other partner. Further, remuneration was paid in AY
2011-12 also whereas amended deed came into force w.e.f. 01-04-
2012. It also transpired that Mr. Vishakar Mani set-off business losses
against this income. Accordingly, the remuneration was disallowed.
The Ld. CIT(A) confirmed the same against which the assessee is in
further appeal before us.

3. We are of the considered opinion that the amended deed does
not require mandatory registration. The perusal of amended deed of
partnership would show that is besides remuneration, it provides for
payment of interest on capital and also define the Profit-sharing ratio of
the two partners. The terms of the deed have been acted upon by both
the partners. The firm has paid remuneration of Rs.59.70 Lacs but
claimed deduction of Rs.57.82 Lacs in the computation of income
which is maximum prescribed limit. The partner has offered the
remuneration as Business Income. The set-off of losses has been
done as per law. Merely because business-losses have been set-off
against the same, the same could not be a ground to disallow
remuneration in the hands of the firm. Therefore, the impugned

addition is not sustainable in law. We order so.
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4. The appeal stand allowed.

Order pronounced on 28" September, 2022.
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