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3RIT /ORDER

AR g, 3uregsT s gy /
PER MAHAVIR SINGH, VP:

This appeal of the assessee is arising out of order of the
Commissioner of Income Tax (Appeals)]-34, Mumbai [in short
CIT(A)], in appeal No. CIT(A)-34/ITO-22(1)(3)/IT-10043/16-17
vide dated 04.06.2019. The Assessment was framed by the
Income Tax Officer, Circle-22(1)(3), Mumbai (in short ITO/ AO)
for the A.Y. 2013-14 vide order dated 16.03.2016 under section
143(3) of the Income-tax Act, 1961 (hereinafter ‘the Act’).

2. The first issue in this appeal of assessee is against the
order of CIT(A) confirming the disallowance of expenses
amounting to ¥73,574/-. For this, assessee has raised the

following ground:-

“Section 37(1) of the Income Tax Act, 1961.-
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Disallowance of Expenses

The learned AO erred in disallowance of the expenses of
273,614/- which is business expenditure and the documents
related to the same were produced before the Assessing
Officer.”

3. I have heard both the sides and gone through the facts
and circumstances of the case. I noted that the assessee is in
the business of insurance and proprietor of Ahura Insurance

Inc. and claimed the following expenses:-

Sr. No. | Nature of expenses Amount of % Amount
expenditure claimed | Disallowed disallowed
1. | Staff Welfare 89,025/- 10% 8,902/-
2. | Petrol expenses 2,24,220/- 10% 22,422/
3. | Travelling expenses 14,592/- 10% 1,459/-
4. | Advertisement 26,091/- 10% 2,609/-
Expenses
. | Conveyance 2,13,980/- 10% 21,398/-
6. | Sales Promotion 31,910/- 10% 3,91/-
7. | Office expenses 1,35,331/- 10% 13,533/-

4. The Assessing Officer disallowed 10% of expenses by
treating that there is a possibility of personal element. But no
other reasons were adduced. The CIT(A) simply confirming the
action of the Assessing Officer. I noted from the above
expenses that the Assessing Officer has just disallowed by
estimating at 10% being personal in nature but neither the
Assessing Officer nor CIT(A) has given any finding that how and
by what nature it is personal. Since, this is adhoc disallowance,
I delete the disallowance and allow the issue of assessee’s

appeal.

5. The next issue in this appeal of assessee is against the

order of CIT(A) confirming the disallowance of expenses
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relatable to interest income by invoking the provisions of
section 14A of the Act read with Rule 8D of the Rules. For this,

assessee has raised the following ground No.2: -
“Section 14A of the Income Tax Act, 1961 Read With Rule 8D
Disallowance as Under Section 14A

The learned Assessing Officer erred in disallowance Under
section 14A of %53,604/- as the interest expenditure incurred
was for the Motor Car which is directly related to the business of
the assessee the learned Assessing Officer had disallowed
g19,026/- under section 14A read with Ruld 8D. Balance
334,478/- has been disallowed as 0.5 Percent of the average

value of investments.”

6. I have heard the rival contentions on this issue and gone
through the facts and circumstances of the case. The learned
Counsel for the assessee stated that the interest paid of
353,504/- relates to purchases of motor car which is directly
related to business of the assessee and moreover, he file copy
of balance sheet wherein assessee’s fund position is more than
the investment made in the instruments given rise to exempt
income. The exempt income earned by assessee is 1,01,677/-.
The fund position explained by assessee that the capital balance
in the balance sheet is to the extent of $96,22,462/- and
investment in shares which give rise to exempt income is to the
extent of ¥74,37,051/- as on 31.03.2013. First of all, the
assessee has more funds available with him for making
investments in instrument giving rise to income, hence, no

disallowance under section 14A read with Rule 8D of the Rules
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can be made in view of the decision of Hon'ble Bombay High
Court in the case of CIT vs. HDFC Bank (2014) 366 ITR 505
(Bom). Consequently, the expenditure of ¥53,504/- on account
of interest was incurred for the purchase of motor car which is
directly related to the business of the assessee. Once, this is the
fact, no disallowance can be made. I delete the disallowance

and this issue of assessee’s appeal is allowed.
7. In the result, the appeal of the assessee is allowed.

Order pronounced in the open court on 04.10.2021.
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