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MSA/ORDER

PER DUVVURU RL REDDY, JUDICIAL MEMBER:

This appeal filed by the assessee is directed against the order of the
Id. Commissioner of Income Tax (Appeals), Salem dated 31.01.2019
relevant to the assessment year 2014-15. The only effective ground raised in
the appeal of the assessee relates to confirmation of disallowance of

%.4,31,636/- made under section 36(1)(viia) of the Income Tax Act, 1961

[“Act” in short].

2. Brief facts of the case are that the assessee has filed its return of

income for the assessment year 2014-15 on 24.11.2014 admitting total
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income of %.53,23,520/-. The return was processed under section143(1) of

the Act and the case was selected for scrutiny under Computer Assisted
Scrutiny Selection [CASS]. Notice under section 143(2) of Act was issued
and served on the assessee on 07.09.2015 against which the AR of the
assessee has produced the details called for. The Assessing Officer
scrutinized the details and found that the assessee has filed his return of
income by claiming a deduction under section 36(1)(viia) of the Act to the

extent of ¥.4,31,636/-. On perusal of the profit & loss account, the Assessing

Officer found that the assessee had neither debited any amount under the
head “provision for bad and doubtful debts” nor written off any amount in the
books as “bad debts” but had simply worked out 7.5% of the total income
and had claimed a deduction under section 36(1)(viia) of the Act. Since the
assessee has not furnished any convincing explanation, the Assessing

Officer completed the assessment under section 143(3) of the Act by

assessing the total income of the assessee at %.57,55,153/- after making

disallowance of %.4,31,636/- claimed under section 36(1)(viia) of the Act. On

appeal, the Id. CIT(A) confirmed the assessment order by holding that the
assessee has not created any provision for bad and doubtful debts in

accordance with the provisions of section 36(1)(viia) of the Act.

3. On being aggrieved, the assessee is in appeal before the Tribunal. By

filing copy of the letter dated 22.04.2016 submitted before the Assessing
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Officer enclosing therewith profit and loss account in Form B indicating
provisions made, the |d. Counsel for the assessee has submitted that the
authorities below have not considered the provisions created in the books of
account and prayed for deleting the addition. On the other hand, the |d. DR

supported the orders of authorities below.

4, We have heard both the sides, perused the materials available on
record and gone through the orders of the authorities below including the
copy of the letter along with profit and loss account furnished before the
authorities below. The copy of the profit and loss account filed before this

Tribunal indicates that the assessee has created reserve in the books of
accounts to the extent of %.2,62,343/- which has been disallowed while
preparing the income for the income tax purpose and claimed deduction
against the NPA provision of ¥.4,31,636/-. We are of the opinion that when

the assessee made provision in the books of account and produced profit
and loss account before the authorities below, the same cannot be ignored
by the Assessing Officer as well as the Id. CIT(A), but the authorities below
are duty bound to examine the same and find out whether such a provision
was made in the books of account or not as claimed by the assessee.
Accordingly, we set aside the orders of authorities below and remit the
matter back to the file of the Assessing Officer to re-examine the matter in

the light of the material that was filed by the assessee and bring on record
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as to whether any provision was made in the books of account as claimed by
the assess and thereafter decide the issue afresh in accordance with law by
affording a reasonable opportunity of being heard to the assessee. Thus, the

ground raised by the assessee is allowed for statistical purposes.

5. In the result, the appeal filed by the assessee is allowed for statistical
purposes.

Order pronounced in the on 2"4 December, 2021.
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