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1.  Aforesaid appeal by assessee for Assessment Year [in short

referred to as ‘AY’] 2012-13 contest the order of Ld. Commissioner of

Income-Tax (Appeals)-10, Mumbai, [in short referred to as ‘CIT(A)],
Appeal No. CIT(A)-10/ITO-5(2)(1)/324/2015-16 dated 17/02/2017 on

following grounds of appeal: -
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A)_Addition on account of cash deposit - Rs. 12,92,200/-

1) The learned Commissioner of Income Tax (Appeals) - 10 (Mumbai) [CIT-(A)]
erred on facts and in law in confirming the order of the Income Tax Officer 5(2)(1),
Mumbai (AO) making an addition of Rs. 12,92,200/- on account of cash deposited
towards tenanted building scrap sale, in the hands of the appellant.

2) The appellant prays that the addition of Rs. 12,92,200/- made by the AO on
account of cash deposited towards tenanted building scrap sale and as confirmed
by the CIT(A), may be deleted.

B) Disallowance u/s. 14A-Rs. 97.470/-

3) The learned CIT(A) erred on facts and in law in confirming the order of the AO
making a disallowance u/s. 14A read with Rule 8D(2) (iii) of Rs. 97,470/-.

4) The appellant prays that the addition of Rs. 97,470/- u/s, 14A read with Rule
8D(2)(iii) made by the AO and as confirmed by the CIT(A), may be deleted.

2.1 Facts on record would reveal that the assessee being resident
corporate assessee stated to be engaged in manufacturing was
assessed for year under consideration u/s. 143(3) on 26/03/2015
wherein the income of the assessee was determined at Rs.119.94 Lacs,
after certain additions / adjustments as against returned income of
Rs.11.57 Lacs filed by the assessee on 17/05/2013. As evident from
grounds of appeal, the issues that arises for our consideration are i)
Addition on account of cash deposit; (ii) Disallowance u/s 14A.

2.2 We have carefully heard the rival submissions and perused
relevant material on record. Our adjudication to both the issues would be
as given in succeeding paragraphs.

3. Addition on account of Cash Deposit

As per information received by the department, it transpired that the
assessee deposited aggregate sum of Rs.86.31 Lacs in two bank
accounts maintained with Bank of India and HDFC Bank. Upon
verification of cash book, the actual cash deposit worked out to be
Rs.74.26 Lacs. The assessee submitted that it received cash on various

dates from various parties and accordingly, the assessee was directed to
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explain the nature of transactions, identity and creditworthiness of these
parties. However, in the absence of sufficient documentary evidences,
Ld. AO added the amount of Rs.74.26 Lacs to the income of the
assessee.

Upon further appeal, Ld. CIT(A) eliminated amount already offered by
assessee as income as per Schedule-22, double entries, advances
recovered in cash and cash received on sale of vehicle and generator.
However, the amount of Rs.12,92,200/- stated to be received on sale of
tenanted building scrap was not accepted since the assessee changed
its stand while explaining the said item and the assessee also failed to
substantiate the same with any evidences. Aggrieved, the assessee is
under further appeal before us.

Before us, Ld. AR placed on record ledger extracts & copy of invoices
raised on account of scarp sale to submit that the said cash was
received as advance from various parties on account of sale of scrap in
subsequent years. On the strength of these documents, Ld. AR pleaded
for acceptance of receipts as arising out of sale of scrap in subsequent
periods. Au Contraire, Ld. DR submitted that the assessee changed
version before Ld. AO and Ld. CIT(A) and further, these documents /
explanations were without any verification.

Upon due consideration, the bench formed an opinion that in the interest
of justice and in the light of documentary evidences as placed on record,
the assessee deserve another opportunity to explain the source of stated
cash deposit. Therefore, this issue stand remitted back to the file of
Ld.AQO for re-adjudication in the light of assessee’s submissions as well

as documentary evidences with a direction to the assessee to
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substantiate the said cash deposit. This ground stand allowed for
statistical purposes.

4, Disallowance u/s 14A

The assessee earned exempt dividend income of Rs.1,925/- but did not
offer any suo-moto disallowance against the same. The Ld. AO, applying
Rule 8D, computed aggregate disallowance of Rs.3.37 Lacs which
comprised-off of interest disallowance u/r 8D(2)(ii) for Rs.2.39 Lacs and
expense disallowance u/r 8D(2)(iii) for Rs.0.97 Lacs.

The Ld. CIT(A) deleted interest disallowance since own funds were used
to make the said investments. However, expense disallowance of
Rs.0.97 Lacs was confirmed, against which the assessee is under
further appeal before us.

It is admitted position that the assessee has earned exempt income of
Rs.1,925/- only and therefore, we direct Ld.AO to restrict the
disallowance to that extent since expenses disallowance, in our
considered opinion, could not exceed exempt income earned by the
assessee during the year. This ground stand partly allowed.

5. The appeal stands partly allowed.

Order pronounced in the open court on 14th January, 2020.
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