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  FARM HOUSE, VETTITHITTA P.O., ALIMUKKU
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(APPEALS) DATED 4.11.2009.
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ANTONY DOMINIC & SHAJI P. CHALY, JJ.
-----------------------------------
I.T.A.Nos.132 of 2012 & 17 of 2013 
----------------------------------- 
Dated this the 28th day of May, 2015

JUDGMENT

Antony Dominic, J.

1. These appeals are filed by the Revenue impugning the

orders passed by the Income Tax Appellate Tribunal,

Cochin Bench, allowing ITA.123/Coch/2011 filed by the

respondent, a State of Kerala undertaking. 

 

2.The short issue involved is that in compliance with

the orders issued by the Government of Kerala, the

respondent  company  has  advanced  certain  unsecured

loans to yet another Government of Kerala undertaking

by name M/s.Trivandrum Rubber Works Ltd., without any

obligation for interest.  Finding that the respondent

is  following  mercantile  system  of  accounting,  the

Assessing Officer took 10% of the amount advanced as

interest and treating that as income, brought it to

tax.  The assessment was confirmed by the Appellate

Commissioner but was reversed by the Tribunal.  It is

in this background these appeals are filed by the

Revenue.
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3.As  we  have  already  stated,  the  fact  that  the

respondent  has  advanced  amounts  to  M/s.Trivandrum

Rubber  Works  Ltd.,  a  Government  of  Kerala

undertaking, without any provision for interest and

that in fact no amount was received towards interest

are admitted.  However, it is only on the basis that

the  respondent  is  following  mercantile  system  of

accounting that the Assessing Officer has estimated

the  interest  and  brought  it  to  tax.   As  rightly

observed  by  the  Tribunal,  the  levy  of  tax  is  on

receipt of income and such a levy cannot be made on

any notional income.  The view taken by the Tribunal,

in  our  view,  does  not  suffer  from  any  illegality

justifying interference in appeal.

Appeals fail.  They are accordingly dismissed.

 
                               Sd/- 

                          ANTONY DOMINIC, Judge.

                                Sd/-
                          SHAJI P. CHALY, Judge.
kkb.
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