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आदेश/Order 
 

PER N.K. SAINI, VICE PRESIDENT 
 

This is an appeal by the assessee against the order dt. 01/06/2019 of the 

Ld. CIT(A)-3, Ludhiana. 

2. Following grounds have been raised in this appeal: 

1. That the Worthy CIT(A)-3, Ludhiana erred in law and on facts in upholding 

the addition/disallowance of Rs. 5,20,493/- being disallowance of interest of CC 

account, for capital advances for purchase of assets.  

Directions be given to delete the said disallowance as the appellant has sufficient 

own funds in the shape of capital and reserves.  

2. That the Worthy CIT(A)-3, Ludhiana erred in law and on facts in upholding 

the addition/disallowance of Rs. 5,20,493/-, by not directing the assessing officer 

to give the appeal effect to the order of Hon'ble ITAT, as per its directions, in 

appeal No. 1341/Chd/2016, in view of the decisions of Hero Cycles (P) Ltd. Vs. CIT, 

Ludhiana in order dated 05.11.2015 in CA No. 514 of 2008 and in light of Bright 

Enterprises Pvt. Ltd. Vs. CIT, Jalandhar reported in (2016) 381 ITR 107 (P&H) 

wherein, it was held that where the assessee has got sufficient funds in the shape 

of capital & reserves, then no amount of interest is called for.  

Directions be given to delete the said disallowance as the appellant has sufficient 

own funds in the shape of capital and reserves.  
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3. That the appellant craves, leave to add, amend, alter, modify or 

substitute all or any of the above mentioned Ground of appeal before the 

appeal is finally heard and disposed off. 

From the aforesaid grounds it is gathered that only grievance of the 

assessee relates to the sustenance of addition of Rs. 5,20,493/- made by the 

A.O. by making the disallowance of interest of C.C. Account.  

 

3. Facts of the case in brief are that this case was earlier decided by the ITAT 

‘B’ Bench, Chandigarh vide order dt. 12/10/2017 in ITA No. 1341/Chd/2016 and 

the issue under consideration was set aside to the file of the A.O. to be decided 

after verification from the record as to whether the assessee was having surplus 

funds and whether any borrowed funds have been utilized more than available 

own funds and that if sufficient funds were available no disallowance was called 

for under section 36(1)(iii) of the Income Tax Act, 1961 (for short the ‘Act’). 

However, the A.O. again made the disallowance of Rs. 16,79,012/-.  

 

4. Being aggrieved the assessee carried the matter to the Ld. CIT(A) who 

sustained the addition of Rs. 5,20,943/- on the basis of debt equity ratio. 

 

5. Now the assessee is in appeal.  

 

6. The Ld. Counsel for the assessee furnished a chart to substantiate that the 

assessee was having surplus funds therefore the disallowance made by the A.O. 

and sustained by the Ld. CIT(A) was not called for. The said chart furnished by 

the Ld. Counsel for the assessee reads as under: 
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The Ld. Counsel for the assessee was fair enough to admit that the aforesaid 

chart was neither before the A.O. nor before the Ld. CIT(A).  

7. In  his rival submissions the Ld. Sr. DR strongly supported the orders of the 

authorities below and further submitted that the disallowance sustained by the 

Ld. CIT(A) was justified.  

8. We have considered the submissions of both the parties and perused the 

material available on the record. In the present case it is an admitted fact that 

the issue under consideration was set aside to the file of the A.O. vide order dt. 

12/10/2017 in ITA No. 1341/Chd/2016 in assessee’s own case by the ITAT ‘B’ 

Bench, Chandigarh. Now the Ld. Counsel for the Assessee has furnished a chart 

to substantiate that the surplus funds available with the assessee were sufficient 

to meet out the investment in the assets, therefore, disallowance made by the 
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A.O. on account of interest was not justified. However the said chart was not 

available to the A.O. or the Ld. CIT(A). We therefore, deem it appropriate to set 

aside this issue back to the file of the A.O. to be adjudicated afresh after 

considering the aforesaid chart and in accordance with the direction given by 

the ITAT ‘B’ Bench, Chandigarh vide order dt. 12/10/2013 in ITA No. 

1341/Chd/2016 wherein it was directed that the A.O. should go through the 

fund position namely capital and interest free advances, reserve and surplus to 

determine whether any borrowed funds had been utilized more than available 

funds and to take a decision. In view of the above this issue is set aside to the file 

of the A.O.  

9. In the result, appeal of the assessee is allowed for statistical purposes.  

(Order pronounced in the open Court on  26/07/2021 ) 

Sd/-            Sd/- 
      आर.एल. नेगी                     एन.के.सनैी,  

         (R.L. NEGI )                   ( N.K. SAINI) 

�या$यक सद&य/ Judicial Member    उपा य! / VICE PRESIDENT 
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