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ORDER 

 
PER N.K. BILLAIYA, ACCOUNTANT MEMBER:- 

 

This appeal by the assessee is preferred against the order dated 

31.01.2023 by the NFAC, Delhi pertaining to A.Y. 2014-15. 
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2. The grievances of the assessee read as under: 

“1. That on facts and circumstances of the case and in 

law, the Ld. CIT(A) has erred in  upholding the order passed 

by the Additional Commissioner of Income Tax, Special 

Range-2, New Delhi ('the Ld. AO') while completing the 

assessment of the Appellant at an income of INR 

983,452,460 as against income of INR 945,082,580 

returned by the  Appellant.  

 1.1  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has grossly  erred in ignoring the 

additional evidences filed by the. Appellant and passed a 

non-  speaking order upholding the adjustments made by the 

Ld. AO with respect to a) ad-  hoc disallowance of foreign 

travelling and conveyance expenditure; b) ad-hoc  

disallowance of software service charges; c) ad-hoc 

disallowance of employee benefit  expenses; d) denying part 

of foreign tax credit; and e) denying part of credit for taxes  

withheld at source, without providing any cogent reasons 

thereof.  

2. That on facts and in circumstances of the case and in 

law, the order passed by the Ld.  CIT(A) is void and bad in 

law, as it has not considered the remand report dated 22  

August 2019 issued by the Ld. AO in the case of the 

assessee for the relevant AY.  
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2.1  That on facts and in circumstances of the case and in 

law, the order passed by the Ld. CIT(A) is bad in law as 

much as per the remand report given by the Ld. AO, no 

adverse  inference was drawn.  

  2.2  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has erroneously observed that the 

appellant's submissions filed before their office are  same as 

the submissions filed before the Ld. AO during assessment 

proceedings,  ignoring the voluminous details filed as 

additional evidence and considered by Ld. AO  in his remand 

report as well.  

  2.3 That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has erred in not considering the second 

additional evidence application dated 22 November 2019  

filed by the Appellant, providing supporting documents with 

respect to employee benefit expenses incurred by the 

appellant for the relevant AY and upholding the ad-  hoc 

disallowance in this regard, without providing any explanation 

thereof.  

 3  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has grossly  erred in upholding the ad-

hoc disallowance of 5 percent made by the AO on account  of 

foreign travelling and conveyance expenditure amounting to 
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Rs. 11,215,554, alleging that such expenditure has not been 

incurred wholly and exclusively for the  purpose of business 

and profession and that no supporting bills and vouchers were  

submitted.  

 

3.1 That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has erred in  disregarding the remand 

report dated 22 August 2019 wherein no adverse inference  

was drawn by the Ld. AO, after duly examining the 

supporting vouchers/ invoices filed by the Appellant with 

respect to foreign travelling and conveyance expenditure, vide  

additional evidence application dated 28 March 2019.  

 4  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has grossly erred in upholding the ad-hoc 

disallowance of 5 percent on account of software service  

charges incurred in foreign currency amounting to INR 

14,321,131, made by the Ld. AO on the ground that there is 

a significant increase in expenses and no supporting bills  and 

vouchers were submitted.  

 4.1  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has erred in  disregarding the remand 

report dated 22 August 2019 wherein no adverse inference  

was drawn by the AO, after duly examining the supporting 

vouchers/ invoices filed by the Appellant with respect to 
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software service charges, vide additional evidence  application 

dated 28 March 2019.  

 5  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) erred in  upholding the ad-hoc 

disallowance of 5 percent on account of employee benefit  

expenses incurred in foreign currency amounting to INR 

12,833,190, made by the Ld.  AO on the ground that amount 

of expenditure is higher vis-a-vis preceding year and is  not 

backed by any proof.  

 5.1  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) has erred in  not considering the 

additional evidence application dated 22 November 2019 filed 

by  the Appellant containing supporting documents in relation 

to employee benefit expenses incurred, against which no 

remand report has been received by the Appellant.  

 6  That on facts and in circumstances of the case and in 

law, the Ld. CIT(A) and Ld. AO  have erred in denying 

foreign tax credit to the extent of INR 9,09,61,221 as 

claimed by  the Appellant in the return of income, without 

providing any reasons thereof.  

 

 7.    That on facts and in circumstances of the case and in 

law, the Ld. C!T(A) and Ld. AO have erred in denying the 
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credit for taxes withheld at source amounting to INR  

3,34,74,497 as claimed by the Appellant in the return of 

income, without providing any  reasons/ explanation thereof.  

That the above grounds of appeal are without prejudice to 

each other.  

That the Appellant craves leave to add, alter, amend or 

withdraw any ground of appeal either before or at the time 

of hearing of this appeal.”  

 

3. Representatives of both the sides were heard at length.  Case 

records carefully perused.  

 

4. Substantive grievance of the assessee relates to the adhoc 

disallowance of expenses on foreign travelling and conveyance, 

software service charges and employee benefit expenses. 

 

5. In so far as expenses on account of foreign traveling and 

conveyance and software service charges are concerned, before the ld. 

CIT(A), the assessee had furnished some additional evidences which 

were transmitted to the Assessing Officer for verification and the 

Assessing Officer submitted his remand report after verification 

/examination of the documents which read as under: 
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6. In light of the above, since the Assessing Officer himself has 

accepted the expenditure after verification, we do not find any reason 

for the impugned addition.  We, accordingly, direct the Assessing 

Officer to delete the disallowance of expenditure relating to foreign 

travelling and conveyance and software service charges.  Ground Nos. 

2 and 3 are allowed. 

 

7. In so far as Ground Nos. 2.3 and 5 relating to adhoc disallowance 

on employee benefit expenses are concerned, we find that the remand 

report of the Assessing Officer is silent on this aspect.  Though the 

assessee had filed some additional evidences, which were sent to the 

Assessing Officer for verification, since the ld. CIT(A) has accepted 

additional evidences and since the Assessing Officer has submitted 

remand report on issue Nos. 2 and 3 [supra], we do not find any reason 

why the Assessing Officer should not verify additional evidences 

relating to employee benefit expenses.   

 

8. We, accordingly, direct the Assessing Officer to verify the 

additional evidences and decide the issue afresh after affording 

reasonable and adequate opportunity of being heard to the assessee. 

Ground No. 2.3 and 5 are allowed for statistical purposes. 
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9. The other grounds relate to the denial of credit for taxes 

withheld at source. 

 

10. We find that the Assessing Officer has denied credit of foreign 

tax to the extent of Rs. 9,09,61,221/- and further denied credit of 

taxes withheld amounting to Rs. 3,34,74,497/- as claimed by the 

assessee in its return of income without assigning any reason.  We 

direct the Assessing Officer to allow credit after due verification and 

after affording reasonable and adequate opportunity of being heard to 

the assessee. 

 

11. In the result, the appeal of the assessee in ITA No. 914/DEL/2023 

is allowed in part for statistical purposes. 

The order is pronounced in the open court on 12.02.2024. 

  Sd/-        Sd/- 
 
 
      [ASTHA CHANDRA]                              [N.K. BILLAIYA]        
     JUDICIAL MEMBER        ACCOUNTANT MEMBER 
 
 
 
Dated:  12th FEBRUARY, 2024. 
 
 
VL/ 
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