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PER SUSHMA CHOWLA, JM:

The present appeals filed by assessee are against the order of
CIT(A)-IV, Kanpur, dated 28.12.2016 relating to assessment years 2012-
13 & 2013-14 against order passed under section 143(3) of the Income-

tax Act, 1961 (in short ‘the Act’).

2. Both appeals filed by the assessee were heard together and are

being disposed off by this consolidated order for the sake of convenience.
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ITA No.1238/Del/2017 [Assessment Year- 2012-13]

3. The assessee in this appeal relating to Assessment Year 2012-13
has raised solitary issue against the disallowance made u/s 14A r.w. Rule

8D of Income Tax Rules, 1962 (in short “Rules”) at Rs.44,21,688/-.

4. The Ld.AR for the assessee at the outset pointed out that the
assessee has only earned dividend income of Rs.830/- and hence, there is

no merit in the aforesaid disallowance made against the assessee.

S. We have heard the rival contentions and perused the record. The
limited issue which is raised is against the disallowance made u/s 14A
r.w. Rule 8D of Rules. The assessee had earned dividend income of
Rs.830/- and the issue which has been wurged before us is the
disallowance to be restricted to the amount of dividend income earned.
We find that the said issue has been decided by the Hon’ble Delhi High
Court in Joint Investment Pvt.Ltd. vs CIT 372 ITR 694 (Del.) and CIT vs
Holcim (India) Pvt.Ltd. 272 CTR 282 (Del.). Following the same parity of
reasoning, we hold that the disallowance u/s 14A r.w. Rule 8D of Rules is
restricted to Rs.830/-. Hence, grounds raised by the assessee in this

appeal are allowed.

0. In the result, the appeal filed by the assessee is allowed.
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ITA No.1239/Del/2017 [Assessment Year- 2013-14]

7. Further, the assessee in this appeal relating to Assessment Year
2013-14 has raised the issue against the estimated addition made in the

hands of the assessee on account of decline in gross profit rate.

8. Briefly in the facts of the case relating to the issue the assessee was
engaged in the business of books publication. For the year under
consideration, the assessee declared gross profit of Rs.371.43 lacs against
sale of Rs.1350.86 lacs for the year which gave gross profit rate of 27.51%
as against gross profit rate of 34.49% for immediately preceding year.
The assessee before the Assessing Officer submitted that decline in gross
profit rate could be attributed to sale of old books which had lost their
marketability due to fresh editions coming in the market. The assessee
also submitted that decline was on account of fact that fake editions of
their best sellers came in the market and to recapture their lost market
they had to resort to selling books at heavy discount. The Assessing
Officer however, did not accept the gross profit rate declared by the
assessee and made an addition @ 2% of gross sales on account of decline
in gross profit rate resulting in addition of Rs.27,01,424/-. The CIT(A)
upheld the order of the Assessing Officer against which the assessee is in

appeal before us.

9. The Ld.AR for the assessee pointed out that the explanation filed by
the assessee before the authorities below has been rejected in

mechanical manner. It was further stated that decline in gross profit rate
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were in line in the trade carried on by the assessee as there was stiff
competition in the market and the assessee had to offer discounts; hence

the gross profit rate declared by the assessee could not be disturbed.

10. The Ld. DR however, placed reliance on the orders of the authorities

below.

11. We have heard the rival contentions and perused the record. The
assessee was engaged in publication of books. During the year under
consideration, the assessee had declared gross profit rate of 27.51% on
total sales of Rs.1350.86 lacs as against gross profit rate of 34.49% on
sales of 1080.03 lacs in the preceding year. The assessee had filed the
reasons for decline in gross profit rate before the authorities below and
pointed out that the same was attributable to sale of old books, because
of fresh editions coming in the market and also on account of discounts
being offered in order to be competitive in the market. The turnover of
the assessee had also increased when compared to the turnover of
preceding year. There is no merit in the orders of the authorities below in
holding that the estimated addition has to be made on account of fall in
gross profit rate. The books of accounts maintained by the assessee had
not been rejected by the Assessing Officer and only the gross profit rate
has been estimated @ 2% over and above, the gross profit rate declared by
the assessee. We find no merit in the orders of the authorities below in

the given set of facts of the case and accordingly, we delete the aforesaid
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additions made in the hands of the assessee. The grounds of appeal

raised by the assessee are thus allowed.

12. In the result, the appeal filed by the assessee is allowed.

Order pronounced in the open court on 23t day of December, 2019.
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