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 Document to show the turnover/gross receipts of preceding AY 2017-18: 
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Document of M/s Shridhar Construction Pvt. Ltd. to show that the interest 
earned from assessee had been declared to Income-tax Department: 
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10. We have considered rival contentions of both sides and perused the 

orders of lower-authorities as well as the material held on record to which 

our attention has been drawn. The assessee in present case is aggrieved by 

the disallowance of interest expenditure claimed in return made by Ld. AO 

and partly upheld by Ld. CIT(A). The Revenue authorities have made 

disallowance on two-fold basis, namely (i) the alleged default in deduction of 

tax at source u/s 194A out of interest payment and (ii) the interest 

expenditure claimed by assessee is not incurred for the purpose of earning 

income.  

11.  As regards the first basis of disallowance i.e. the non-deduction of TDS 

u/s 194A, we find merit in the submission of the Ld. AR. The assessee is an 

individual and as per the material filed by assessee pursuant to the 

direction given by Bench (re-produced in earlier para), the turnover/gross 

receipts from business/profession in the preceding AY 2017-18 were Rs. 

8,40,000/- which did not exceed the monetary limit prescribed for the 

purpose of the Proviso to section 194A(1). Accordingly, the assessee was not 

liable to deduct tax at source u/s 194A in respect of the interest payments 

made to resident payees. Consequently, this basis adopted by lower 

authorities does not have merit and rejected. 

12.  As regards the second basis of disallowance i.e. the interest 

expenditure was not incurred wholly and exclusively for the purpose of 

earning income, at first we find that the assessee had earned interest 

income of Rs. 1,06,89,792/- from parties against which the interest 
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