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ORDER

This appeal has been filed by the assessee against the order passed

by the Ld. Commissioner of Income-tax (Appeals), National Faceless Appeal

Centre [NFAC], Delhi (hereinafter referred to as "CIT(A)" for short), dated

22.12.2022 passed under Section 250 of the Income-tax Act, 1961

[hereinafter referred to as "the Act" for short], for Assessment Year (AY)

2017-18.

2. The grounds of appeal taken by the assessee are as under:-

“l. The learned CIT(A) has erred in confirming the addition of
Rs.1,60,300/- being interest based on Form No. 26AS in as much as the
assessee firm has actual paid interest to the lender and that the lender
inadvertently deducted the TDS, the same cannot be treated as income.

2. The learned CIT(A) has erred in confirming the addition of
Rs.1,92,897/- by mixing the loan account and business transaction
account in as much as both the transactions are independent and
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therefore the disallowance of Rs.1,92,897/- under Section 36(1)(iii) is
not proper.”

Issue No. 1 : Addition of Rs.1,60,300/- on account of interest not
included in the income

3. The undisputed facts related to the issue are as under:-

e The Assessee paid interest to Shree Ashtalaxmi Agro Industries

on the loan taken from them;

e  Shree Ashtalaxmi Agro Industries wrongly deducted TDS and the

Assessee claimed the credited TDS;

Under these circumstances, there are two ways to reconcile:-

a) Shree Ashtalaxmi Agro Industries files a revised TDS return, or

b) Shree Ashtalaxmi Agro Industries adjusts the amount of TDS
deducted.

3.1 Now, the assessee claims the TDS. And the Revenue claims that in
the absence of offering of corresponding amount to tax, no credit for the
TDS can be given. Notwithstanding that the Revenue made addition of the
interest of Rs.1,60,300/-, which in fact has been paid to Shree Ashtalaxmi
Agro Industries. As the facts reveal that the assessee has not received any
interest rather paid interest to Shree Ashtalaxmi Agro Industries, the
addition made by the AO cannot be sustained. Appeal of the assesse on this

ground is allowed.

Issue No. 2 : Addition of Rs.1,92,897/- on account of interest on loan
received from M/s. Somabhai Chandulal & Co.

4. The Assessee paid interest of Rs.1,92,897 /- on the loan received from

M/s. Somabhai Chandulal & Co. The AO disallowed the interest on the
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grounds that the said firm was a debtor and the Assessee should have
recovered the debts instead of obtaining the loan inasmuch as it is a

businessman prudence how to run the business.

4.1 Thold that as long as the factum of receipt of loan is not disputed, no
disallowance of the interest paid on loan is called for, even if any other
business transactions are effected with the lender party. In view of the

above, this ground of appeal raised by the assessee is allowed.

5. In the result, the appeal of the assessee is allowed.
The order is pronounced in the open Court on 14.11.2024

Sd/-

(DR. B.R.R. KUMAR)
VICE-PRESIDENT

Ahmedabad; Dated 14/11/2024
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