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A /ORDER

PER N.R.S. GANESAN, JUDICIAL MEMBER:

This appeal of the assessee is directed against the order of
the Commissioner of Income Tax (Appeals) -8, Chennai, dated

25.10.2016 and pertains to assessment year 2012-13.
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2. Shri M. Govindaraja, the Ld. representative for the assessee,
submitted that even though the assessee has raised several
grounds of appeal, what needs to be adjudicated is only two
grounds, i.e. disallowance of ¥29,56,077/- towards royalty payment

and %5,20,177/- towards training fee.

3. Shri M. Govindaraja, the Ld. representative for the assessee,
submitted that the assessee has paid royalty to the extent of
%29,56,077/- for the period from January to March, 2011, which falls
in the assessment year 2011-12. Therefore, according to the Ld.
representative, there cannot be any disallowance for the
assessment year under consideration. The assessee has filed all
the details before the Assessing Officer, including the reconciliation
statement. However, according to the Ld. representative, both the
authorities below disallowed the claim of the assessee on the
ground that the assessee could not reconcile the payment of royalty
for earlier assessment years. Ultimately, the disallowance was
made under Section 69C of the Income-tax Act, 1961 (in short 'the

Act’).

4. Referring to Section 69C of the Act, the Ld. representative

for the assessee submitted that addition under Section 69C of the
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Act can be made only in the case where the assessee incurred the
expenditure and could not explain the source for incurring such
expenditure. In this case, according to the Ld. representative, the
assessee deposited the sale proceeds in the bank account and the
payments were made through banking channel, therefore, the
Assessing Officer cannot say that the assessee could not explain
the source for expenditure. Hence, the Assessing Officer could not
say that the assessee could not explain the source for making
expenditure, therefore, according to the Ld. representative, there
cannot be any addition under Section 69C of the Act, hence, the
CIT(Appeals) is not justified in confirming the addition made by the

Assessing Officer.

5. On the contrary, Shri AR.V. Sreenivasan, the Ld.
Departmental Representative, submitted that the royalty was paid at
4% for the financial years 2009-10 and 2010-11. For the period
from July, 2010 to December, 2010, the royalty was paid to the
extent of ¥64,76,115/-. According to the Ld. D.R., the taxes and
royalty are said to be paid by the assessee from financial years
2009-10 to 2011-12 could not be reconciled. In the absence of any

reconciliation with respect to payment of royalty and taxes thereon,
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according to the Ld. D.R., the Assessing Officer found that an
amount of ¥29,56,077/- was unexplained expenditure under Section
69C of the Act. Since the assessee could not explain the payments
of royalty and taxes thereon for the financial year relevant to
assessment year under consideration, according to the Ld. D.R., the
CIT(Appeals) has rightly confirmed the order of the Assessing

Officer.

6. We have considered the rival submissions on either side and
perused the relevant material available on record. The addition is
made under Section 69C of the Act. As rightly submitted by the Ld.
representative for the assessee, the addition under Section 69C of
the Act can be made only in case the assessee could not explain
the source for meeting the expenditure said to be incurred. In this
case, the assessee claims that the sale proceeds of the assessee
were deposited in the bank account and from that account the
expenditure was met. Moreover, the Assessing Officer claims that
the assessee could not reconcile the payment of royalty and taxes
thereon for earlier assessment year also. In such a situation, this
Tribunal is of the considered opinion that the matter needs to be

reconsidered by the Assessing Officer. Accordingly, the orders of
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the authorities below are set aside and the addition made by the
Assessing Officer to the extent of ¥29,56,077/- was remitted back to
the file of the Assessing Officer. The Assessing Officer shall re-
examine the matter afresh and thereafter decide in accordance with

law, after giving a reasonable opportunity to the assessee.

7. The next ground of appeal is with regard to disallowance of

training fee to the extent of 5,20,177/-.

8. Shri M. Govindaraja, the Ld. representative for the assessee,
submitted that the assessee obtained service of trainers from M/s
Korea Automotive Manufacture Education Centre Co. Ltd. during
financial year 2010-11. Even though the training fee was accounted
for the financial year 2010-11, the remittance was actually made
during the financial year 2011-12. Therefore, according to the Ld.
representative, the assessee claims the same while computing the
total income. However, the Assessing Officer disallowed the claim
of the assessee on the ground that the assessee could not produce
the details of expenditure. According to the Ld. representative, the
assessee has produced all the details, therefore, the addition made
by the Assessing Officer under Section 69C of the Act is not

sustained by law.
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9. On the contrary, Shri AR.V. Sreenivasan, the Ld.
Departmental Representative, submitted that the assessee claims
the payment of %5,20,177/- in foreign currency towards training fee.
However, the assessee could not produce any details for the said
expenditure. Therefore, according to the Ld. D.R., the Assessing
Officer found that the source for expenditure was not explained

satisfactorily and made addition under Section 69C of the Act.

10.  We have considered the rival submissions on either side and
perused the relevant material available on record. The Assessing
Officer claims that the details of source for expenditure were not
furnished. However, the assessee submits that the same was
furnished. In those circumstances, giving one more opportunity to
the Assessing Officer to examine the material would not prejudice to
the interests of Revenue. The very object of the Income-tax Act is
to quantify the taxable income and levy tax thereon. Therefore, the
Revenue would not have any objection in re-examining the matter
once again. Accordingly, the orders of the both the authorities
below are set aside and the disallowance of %5,20,177/- is remitted
back to the file of the Assessing Officer. The Assessing Officer

shall re-examine the matter afresh on the basis of the material that
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may be filed by the assessee and decide the issue in accordance

with law, after giving a reasonable opportunity to the assessee.

11. In the result, the appeal filed by the assessee is allowed for

statistical purposes.

Order pronounced on 10" August, 2017 at Chennai.
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