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ORDER

Per: SHRI JAGADISH, A.M.:

1. This appeal by the assessee is directed against the order dated
03.07.2025 passed by the learned Commissioner of Income Tax
(Appeals), NFAC, for the assessment year 2015-16 arising out of the
assessment framed under Section 143(3) of the Income-tax Act, 1961.

2. The assessee has raised grounds challenging the action of the
learned CIT(A) in sustaining the addition of %3,25,00,000 treated as
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sale proceeds and the addition of %2,53,60,399 on account of notional
interest, inter alia contending that the learned CIT(A) failed to follow
the binding decision of the Tribunal in assessee’s own case for earlier
years.

The brief facts are that the assessee is a religious and charitable
trust registered under Section 12A. It filed its return declaring deficit of
%43,584. The Assessing Officer completed the assessment determining
total income at 5,84,63,050 mainly by (i) treating 3,25,00,000
received from intending purchasers as taxable receipts and (ii) bringing
to tax notional interest of ¥2,53,60,399 on advances given by the trust.
The learned CIT(A) upheld both the additions.

Before us, the learned Authorised Representative submitted that
both the issues are squarely covered in favour of the assessee by the
order of the coordinate bench in assessee’s own case for assessment
year 2013-14 in ITA No. 3235/Mum/2022 and connected matters. It
was submitted that the facts remain identical and therefore the learned
CIT(A) was not justified in taking a contrary view. The learned
Departmental Representative relied on the orders of the lower
authorities.

We have carefully considered the rival submissions and perused
the material on record. The first dispute relates to the addition of
%3,25,00,000. The undisputed factual position emerging from the record
is that the assessee trust had undertaken redevelopment of its property
through Trinity Infratech Pvt. Ltd., under which it became entitled to
certain flats. The trust proposed to sell some of these flats; however,
such sale required prior approval of the Charity Commissioner under
Section 36 of the Maharashtra Public Trusts Act. The approval was
ultimately granted only on 31.03.2021 after a detailed statutory

process.
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It is also not in dispute that in assessee’s own case for
assessment year 2013-14, the coordinate bench, after examining the
same redevelopment arrangement and the requirement of statutory
approval, held that the amounts received prior to approval could not be
treated as taxable sale proceeds and were only advances. The learned
CIT(A), though noticing the Tribunal’s decision, proceeded to sustain
the addition on the reasoning that the amount pertains to the present
assessment year. In our considered view, this approach is not
sustainable. Once the Tribunal has, on identical facts and in the same
project, held that in the absence of approval of the Charity
Commissioner the transaction of sale does not fructify and the receipts
partake the character of advances, judicial discipline requires the first
appellate authority to follow the same unless the facts are shown to be
materially different. No such distinguishing feature has been brought on
record before us. Further, when the transfer itself could not legally take
place during the year, no real income can be said to have accrued to the
assessee and the amount received is in the nature of advance.
Respectfully following the decision of the coordinate bench in assessee’s
own case for assessment year 2013-14, we direct the Assessing Officer
to delete the addition of %3,25,00,000.

The second issue relates to the addition of %2,53,60,399 on
account of notional interest. The Assessing Officer computed interest at
12% on advances given by the trust on the premise that the assessee
ought to have charged interest. The learned CIT(A), while discussing
the issue, has himself reproduced the finding of the Tribunal in earlier
years that Section 13 does not empower the Revenue to compute
notional interest where no such interest has accrued or been received,

and that only real income can be brought to tax. However, the learned
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CIT(A) nevertheless sustained the addition observing that the issue is
kept alive.

In our view, the reasoning of the learned CIT(A) is internally
inconsistent and legally untenable. It is an admitted position that the
assessee did not charge or receive any interest and no such income was
recorded in the books. The coordinate bench in assessee’s own case for
earlier years has already held that in such circumstances the Assessing
Officer has no authority to tax hypothetical interest and that even
where Section 13 is invoked, the consequence is denial of exemption
under Section 11 and not computation of notional income. In the
absence of any change in facts or law, we see no justification to take a
different view. Respectfully following the binding precedent in
assessee’s own case, the addition of %2,53,60,399 is directed to be
deleted.

The remaining grounds are either not pressed or consequential
and therefore require no separate adjudication.

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

Order pronounced in the open court on 20/02/2026
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