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MCA/ORDER

Per George Mathan, JM:

This is an appeal filed by the revenue against the order of the Id.
CIT(A), National Faceless Appeal Centre (NFAC), Delhi, dated 06.03.2025
for the assessment year 2017-2018.

2. It was submitted by the Ld.Sr DR that the first issue was against the
action of the Ld. CIT(A) in deleting the disallowance of the interest on the
loans granted by the directors of the assessee’s company for the purpose
of the business of the assessee which has been used by the assessee’s
company in a manufacturing process and thereby higher profits have been
earned on which the benefit of deduction u/s.80lA of the Act has been

claimed. It was submission that this is the manipulation which has been
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done by the assessee’s company for gaining higher exempt income in the
hands of the company. It was the submission that the AO categorically
found that the assessee company had taken loans from the directors at low
rates of interest than the market rate and consequently the AO had applied
the market rate of interest and the consequential interest computed was
reduced from the deduction granted to the assessee u/s.80IA of the Act. It
was the submission that the Ld.CIT(A) has by a cryptic order granted the

said relief by deleting the addition.

3. In reply, the Ld.AR on behalf of the assessee supported the order of
the CIT(A).
4. We have considered the rival submissions. A perusal of the

assessment order shows that the AO has in pages 4 to 11 of the
assessment order computed the interest on the loans granted by the
directors Shri Kartik Dey and the lower interest paid to Shri Piyush Kanti
Dey on the ground that the interest was less than what was charge by the
SBI to the assessee’s company on the CC account taken by the company.
In page 13 of the assessment order the AO computes the said interest rate
Rs,2,14,74,100/- and has reduced the same from the assessee’s claim of
deduction u/s.80IA of the Act. A perusal of the order of the Ld.CIT(A) in
page 12 & 13 shows that the Ld.CIT(A) has considered these facts when
he has deleted the addition. A further perusal also shows that there is no
bar in the directors of the assessee’s company providing interest free loans
or lower interest loans to the assessee’s company. Obviously, the directors

of the company are interest in the higher profitability of the business
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company and has consequently given the said loans. The loans have not
been claimed to be bogus or given for non business purposes. This being
so, we find no reason to interfere in the order of the Ld.CIT(A) on this issue.
5. In regard to the second issue the Ld.Sr.DR submitted that this was
against the deduction of the VAT remission from the eligible business claim
of 80IE of the Act.

6. A perusal of the order of the Ld.CIT(A) shows that the Ld.CIT(A) has
considered the facts that issue was covered by the decision for the
assessment year 2013-14. Consequently, we find no reason to interfere in
findings of the Ld.CIT(A) on this issue.

7. In regard to the third issue, it was submission that the issue was
against the addition of Rs.3,71,503/- representing the interest on the fixed
deposits which was treated as the profits of the eligible business claimed
u/s.80IE of the Act.

8. A perusal of order of the Ld.CIT(A) shows that the said fixed deposits
were given as bank guarantee for participating in the tender for supply of
goods to Government Departments. As these fixed deposits were required
for tendering and the manufacturing business purpose of the assessee the
Ld.CIT(A) has treated the same as being legible for the deduction u/s.80IE
of the Act. We find no defect in the order of the Ld.CIT(A) on this issue and

consequently we uphold the same.



9.

In the result, the appeal of the revenue stands dismissed.
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Order dictated and pronounced in the open court on 04/02/2026.
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