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O R D E R 

PER GIRISH AGRAWAL, ACCOUNTANT MEMBER: 

This appeal filed by the assessee is against the order of Ld. 

CIT(A), National Faceless Appeal Centre (NFAC), Delhi vide order no. 

ITBA/NFAC/S/250/2024-25/1065964602(1), dated 24.06.2024 

passed against the rectification order by the Income Tax Officer, Ward 

16(3)(1), Mumbai, u/s. 154 r.w.s. 143(1) of the Income-tax Act 

(hereinafter referred to as the “Act”), dated 27.06.2023 for Assessment 

Year 2017-18. 

 

2. Grounds taken by the assessee are reproduced as under:  
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1). The learned CIT (Appeals) erred in not allowing credit of TDS claimed Rs. 
42,275/-  
 
2). The learned CIT (Appeals) erred in not allowing credit of TDS claimed Rs. 
15,970/- being TDS not deposited by clients (Out of Rs. 42,275/-) 

 

3. Brief facts of the case are that assessee is a Chartered 

accountant firm and follows cash system of accounting. Hence credit 

for TDS is claimed in the year of receipt of professional fees, while 

clients make provisions as on 31.3.2016 which is paid after audit is 

completed and bill are raised in Financial year 2016-17(AY 2017-18). 

In the return filed by the assessee, TDS claimed is Rs.5,83,198/-. In 

the return processed by Central Processing Centre (CPC), Bengaluru of 

the Department u/s.143(1), credit for TDS was given for Rs.5,30,673/-

. Subsequent to this, assessee applied for rectification of mistake in 

respect of short credit of TDS by making application u/s. 154 which 

was done three times and every time there was some incremental 

credit given to the assessee vide three different orders u/s. 154, dated 

8.12.2018, 16.08.2021 and 22.02.2023. Accordingly, till the last leg of 

order u/s. 154, there is a balance TDS credit of Rs.42,275/- which 

remains to be given to the assessee as claimed by it in its return of 

income. This comprises of two component, first of Rs.26,305/- which 

has not been allowed despite reconciliation furnished vis-à-vis Form 

26AS for the preceding and the current year on account of brought 

forward and carry forward of the credit and second of Rs.15,970/- 

which relates to TDS done by the payers but not deposited.   

 

3.1. For the claim of the assessee, the detailed explanation for each of 

the TDS entry not allowed to the assessee is furnished as under: 
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Detailed explanation for each TDS (Not allowed) which is carried 

forward from Assessment Year 2016-17 

 

 

 

3.2. In the impugned rectification order passed u/s. 154 r.w.s. 143(1) 

dated 27.06.2023, in para-3, ld. Assessing Officer has noted that on 

perusing of ITR, processing order and rectification order, it is found 

that out of total TDS claimed of Rs.5,83,198/-, amount of 

Rs.5,40,923/- is matched with the entries reflected in Form 26AS of 

the assessee, thereby allowing TDS credit of Rs.5,40,923/-. In para 5, 

he noted that total income of the assessee for Assessment Year 2017-

18 remains unchanged.  

 

3.3. Rectification order for Assessment Year 2016-17, dated 

09.07.2021 is also placed on record wherein assessee had claimed 

credit of TDS of Rs.5,00,938/-.  In the said order, ld. Assessing Officer 
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had noted that on verification of ITR, 26AS and TDS reconciliation filed 

by the assessee, credit of Rs.5,00,932/- is allowed. From this order, 

whereby TDS credit of Rs.5,00,938/- was allowed in Assessment Year 

2016-17, i.e., immediately preceding assessment year, the 

reconciliation furnished by the assessee wherein claim of TDS of 

Rs.1,71,644/- was carried forward to Assessment Year 2017-18, i.e., 

the year under consideration draws significance to deal with the issue 

in the present appeal. Claim of TDS credit by the assessee in 

Assessment Year 2016-17 of Rs.5,00,938/- which has been accepted 

by the Department was arrived at after carry forward of TDS amounts 

totalling to Rs.1,71,644/- to Assessment Year 2017-18, details of 

which is extracted as under: 
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3.4. Assessee furnished similar reconciliation of TDS credit claimed in 

Assessment Year 2017-18 of Rs.5,83,198/- by taking into account TDS 

credit brought forward from Assessment Year 2016-17 and carry 
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forward of certain TDS credits to Assessment Year 2018-19. The 

amount of brought forward TDS credit for Assessment Year 2016-17 in 

this reconciliation is same i.e. Rs.1,71,644/-, as noted in the 

reconciliation statement for Assessment Year 2016-17, extracted 

above. TDS reconciliation statement for Assessment Year 2017-18 is 

extracted below: 
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3.5. Thus, from the above reconciliation statements, assessee 

demonstrated that owing to cash system of accounting followed by it, it 

has carried forward the credit of TDS to the subsequent year both in 
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Assessment Year 2016-17 and in Assessment Year 2017-18, for which 

the entries were reflected in Form 26AS, either for Assessment Year 

2016-17 or for Assessment Year 2017-18. From the detailed 

explanation given by the assessee, as already noted for Rs. 26,305/- 

all the corresponding TDS entries have been mapped to the entries 

reflected in Form 26AS for Assessment Year 2016-17 and 2017-18. 

These forms are placed in the Paper Book which have been perused.  

 

3.6. Ld. CIT(A), while disposing the appeal of the assessee noted in 

respect of claim of credit of Rs. 26,805/- that assessee has not claimed 

any brought forward of TDS and also that no TDS was carried forward. 

In this respect, reference was made to “schedule 15B1-TDS1: details of 

tax deducted at source from income (as per Form 16A issued by 

deductors)” forming part of the return filed by the assessee on 

20.03.2020, pursuant to rectification application filed u/s. 154 for 

Assessment Year 2017-18 wherein details of unclaimed TDS brought 

forward was furnished amounting to Rs.1,71,644/-. The same is 

placed in the paper book at page 31 to 36. It was thus, claimed that 

the observation made by ld. CIT(A) is factually incorrect.  

 

4. In respect of TDS credit of Rs.26,805/-, we have perused the 

material placed on record as discussed above, part of which have been 

extracted for ease of reference. We also take note of the fact that 

assessee has mapped each of the item of TDS credit not allowed to the 

assessee with the entries reflected in Form 26AS for Assessment Year 

2016-17 and 2017-18. We note that there have been three iterations of 

rectification orders passed u/s.154, every time giving incremental  

credit for TDS claim by the assessee despite having reconciled each of 

the entries of TDS and the corresponding income offered by the 

assessee in its return. For the remaining amount of Rs.26,805/-, 
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remitting the matter back to the file of ld. Assessing Officer for 

verification would tantamount to waste of resources at all ends making 

the entire pursuit of the assessee futile. Having considered the 

verifiable material and being satisfied by the claim of the assessee, we 

allow the same and accordingly direct, the ld. Jurisdictional Assessing 

Officer(JAO) to give credit to the assessee, for the pending amount of 

Rs. 26,805/- as dealt herein with. Accordingly, ground no.1 taken by 

the assessee is allowed. 

 

5. In respect of the remaining amount of Rs.15,970/- being TDS not 

deposited by the clients for which credit has not been given to the 

assessee, it is noted that, broadly the amount relates to two parties, 

i.e. Biax Electric – Rs.11,000/- and Mrunalini B Kotak for Rs.4750/-. 

In respect of these two parties, assessee pointed out from its bank 

statements that, it has received the amounts from the said clients, net 

of TDS. To substantiate the same, assessee has furnished copies of 

invoices raised on these two clients. Assessee has also furnished 

copies of receipt voucher in respect of professional fees received from 

these two clients accounted in the year under consideration. Assessee 

has offered the corresponding income in its return in respect of this 

TDS deducted by the clients but not deposited by them and hence not 

reflected in Form 26AS of the assessee. It is a case, where income has 

already been offered by the assessee and subjected to tax. In respect of 

tax liability on such income, there is a TDS done by the payer and who 

is at fault of not depositing the same, for which assessee cannot be 

held to be liable to pay such tax arrears. Asking assessee to pay such 

tax arrears by not giving credit for TDS already done by the payer 

leads to double jeopardy at the end of the assessee. One, it has not 

received the full value of invoice raised by it since part of it has been 

withheld by the payer towards TDS. Second, on claiming credit of TDS 
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done by the payer under a bonafide belief that the same would have 

been deposited by the payer in accordance with the provisions of law 

and not giving credit, since the payer has defaulted/not deposited the 

withheld amount, because of which the said amount is not reflected in 

Form 26AS of the assessee. This either leads to a demand at the end of 

the assessee or reduces the refund claimed by it. Section 205 puts a 

bar on direct demand against the assessee in such cases and demand 

on account of such tax credit mismatch cannot be enforced against the 

assessee.  

 

5.1. To buttress this, we find force from the decision of Hon'ble High 

Court of Gujarat in the case of Milan Arvindbhai Patel vs. ACIT (2023) 

455 ITR 82 (Guj), for which the head note reads as under: 

 

“TDS-Credit for TDS-System of IT Department is not allowing any credit of tax 
deducted at source (TDS) for the assessment year in question-According to 
Revenue the online credit of tax deducted at source (TDS) claims for these years 
is not possible due to the reasons that credit of tax deducted at source (TDS) is 
not shown by e-TDS data because of the system of the IT Department-Board 
issued the direction to the field officer that in case an assessee whose tax has 
been deducted at source but is not deposited to the Government's account by the 
deductor, the assessee shall not be called upon to pay the demand to the extent 
tax has been deducted from his Income-It was also specified that s. 205 puts a 
bar on direct demand against the assessee in such cases and the demand on 
account of sax credit mismatch in such situations cannot be enforced effectively-
Thus, the Department shall not be denying the benefit of tax deducted at source 
by the employer during the relevant financial years to the petitioner-Credit of the 
tax shall be given to the petitioner and if in the interregnum, any recovery or 
adjustment is made by the Department, the petitioner shall be entitled to the 
refund, with the statutory interest, within eight weeks from the date of receipt of 
a copy of this order” 
 

 

5.2. Similar view was taken by Hon'ble High Court of Delhi in the 

case of Incredible Unique Buildcom (P) Ltd. vs. ITO (2024) 337 CTR 129 

(Delhi).  
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5.3. It is noted that relevant provisions are contained in the Act for 

taking appropriate actions against the assessees who are at default in 

complying with the TDS provisions, for which instant assessee cannot 

be made to suffer.  

 

6. Accordingly, we allow the claim of the assessee for TDS credit in 

respect of these two parties amounting to Rs. 15,750/-. Ld. Assessing 

Officer is accordingly directed to give credit for the said amount. 

Ground No.02 is thus, partly allowed. 

 

7. In the result, appeal of the assessee is partly allowed.  

 

 

Order is pronounced in the open court on 18 December, 2024 

  
 
          Sd/-                                                  Sd/- 
 (Kavitha Rajagopal)            (Girish Agrawal)                             
    Judicial Member           Accountant Member 

 

Dated: 18 December, 2024 

 
MP, Sr.P.S.   

Copy to :  
1. The Appellant  
2. The Respondent 

3. DR, ITAT, Mumbai 

4. 
5. 

Guard File 
CIT 
 

      BY ORDER, 
 
 

 (Dy./Asstt.Registrar) 
            ITAT, Mumbai 

  


