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PER PADMAVATHY.S, A.M: 

This appeal by the assessee is against the order of the Commissioner of 

Income Tax (Appeals)/National Faceless Appeal Centre (NFAC), Delhi, (in 

short "CIT(A)") passed u/s. 250 of the Income Tax Act, 1961 (in short "the 

Act") dated 18.09.2025 for Assessment Year (AY) 2022-23.  

 

2. The assessee is a trust and filed the return of income for A.y 2022-23 

on 22.10.2022 declaring Nil income. The A.O completed the assessment u/s. 

143(3) of the Act disallowing the repayment of the loan claimed by the 

assessee as application of fund Rs.1,43,65,474/-. Aggrieved, the assessee filed 

further appeal before the CIT(A).  The CIT(A) gave partial relief to the 
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assessee by reducing the disallowance to Rs. 87,76,248/-.  The relevant 

observation of the CIT(A) in this regard are extracted below: 

 
“5.3.3 On the basis of the two pages of its preceding year's ITR, the appellant 

claims that the impugned loan / borrowings were treated as application only in 

the year of repayment, i.e., during the year under consideration. The 

contentions of the appellant have been taken into consideration, however, I am 

not inclined to agree with the same as mere fact that funds of Rs. 87,76,248/- 

and Rs. 53,24,467/- were shown by the appellant as available to meet revenue 

expenditure and capital expenditure, respectively from borrowed funds, would 

not automatically prove that the appellant had not claimed the said amounts as 

its application of income in any of the preceding year(s) starting from the year 

in which the said loan / borrowings were taken by it. On the contrary, if we 

study both the Schedules referred to by the appellant it emerges that: 

 

(a) Schedule ER is regarding the amount of Revenue Expenditure incurred 

during the year and amount applied to stated objects of the Trust on Revenue 

account. Further, column F of Schedule ER mentions "Total Amount applied 

during the previous year - Revenue Account Rs. 6,90,27,961". Very clearly, this 

amount of Rs. 6,90,27,961/- is inclusive of the impugned sum of Rs. 87,76,248/- 

and it has already been applied by the appellant towards its stated, stated 

objects on remittance account during the preceding A.Y. 

 

(b) Schedule EC is regarding the amount applied to stated objects of the Trust 

on Capital account. Further, column B of Schedule EC mentions "Total 

Amount applied during the previous year Capital Account Rs. NIL". Coupled 

with this, it is noted that in column 5A of the Schedule "Sources of fund to meet 

Capital Expenditures", sum of Rs. 53,24,467/- is mentioned, which means that 

the said sum was utilized towards capital expenditure during the said year. 

Conjoint treading of both the columns of this Schedule would mean that, sum of 

Rs. 53,24,467/- has not been claimed as application of income u/s 11 of the Act 

in the said year. 

 

From the above it is apparent that in terms of its demonstration that the 

impugned sum of Rs. 1,43,65,474/- was not claimed by it in any of its earlier 

years' ITRs as its application of income, the appellant has been successful in 

demonstrating the same only to the extent of Rs. 53,24,467/-. Therefore, the 

addition made by the AO to the said extent is deleted and the balance addition 

of Rs. 90,41,007/- is confirmed. In the result, the grounds of appeal raised by 

the appellant are partly allowed.” 

 

3. The Ld. Authorized Representative (AR) of the assessee submitted that 

the lower authorities have not disputed the fact that the assessee has repaid the 

sum of Rs. 1,43,65,474/-. The Ld. AR further submitted that the ground for 
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making the disallowance is that the assessee has claimed the deduction 

towards loans in the earlier A.Y which is factually incorrect. The ld. AR in 

this regard drew our attention to Schedule-ER to the return of income filed for 

AY 2021-222 to submit that the assessee while filing the return of income the 

assessee did not claim deduction towards the loan since the loan is repaid only 

during the year under consideration.  Accordingly, the Ld. AR submitted that 

the amount disallowed by the CIT(A) is based on an incorrect understanding 

of facts and the assessee is entitled to claim the deduction upon repayment 

during the year under consideration.   

 

4. The Ld. Departmental Representative (DR), on the other hand, relied 

on the orders of the lower authorities.      

 

5. We have heard the parties, and perused the material available on 

record.  The A.O disallowed a sum of Rs. 1,43,65,474/- on the ground that the 

assessee has not furnished any supporting documents. On further appeal, the 

CIT(A) has examined the income tax return filed by the assessee and the 

relevant schedules and allowed a sum of Rs. 53,24,467/-.  From the perusal of 

the findings of the CIT(A) as extracted in the earlier part of this order, we 

notice that the disallowance is made on the ground that the revenue portion of 

the loans borrowed is already considered as part of application in the AY 

2021-22 and therefore the assessee cannot claim the same during the year 

under consideration.  The relevant extract of Schedule-ER from the income 

tax return for AY 2021-22 is extracted hereunder:  
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6. From the perusal of the above, we notice that the assessee has stated in 

"E4" above that the borrowed funds to the tune of Rs.87,76,248 as a source 

for the total application of income revenue of Rs.7,78,04,209 during the year 

in "D" above. We further notice that while claiming deduction towards 

amount applied the assessee has excluded the Rs.87,76,248 for the reason that 

the deduction towards loan can be claimed only in the year of repayment. This 

is clear from the actual amount declared in "F" above as applied being Rs. 

Rs.6,90,27,961/-  i.e. Rs.7,78,04,209 less Rs.87,76,248. Accordingly, there is 

merit in the submission of the ld. AR that the CIT(A) is not correct in stating 

that this amount of application of Rs.6,90,27,961/- includes the borrowed 
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funds of Rs. 87,76,248/-.  From the perusal of order of the CIT(A) the only 

reason for denying the deduction for the year under consideration is that the 

same is already claimed in the earlier AY 2021-22 which we find to be 

incorrect as explained herein above. Accordingly we hold that the lower 

authorities are not correct in denying the deduction towards the loan amount 

repaid on the ground that it is already claimed as deduction in the earlier year. 

We therefore direct the AO to allow the deduction as claimed by the assessee 

towards the impugned amount in the return of income for the year under 

consideration.  

 

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

 

Order pronounced on 10
th 

 day of February, 2026 at Chennai. 
 

Sd/-  Sd/- 

(एबी टी.  वक�) 
(ABY. T. Varkey) 

�याियक�याियक�याियक�याियक सद�यसद�यसद�यसद�य / Judicial Member  

 (पदमावती यस) 

(Padmavathy.S) 

लेखालेखालेखालेखा सद�यसद�यसद�यसद�य /Accountant Member 

चे�नई/Chennai, �दनांक/Dated:  10
th

   February, 2026. 

EDN, Sr. P.S 
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