A i srferae, Jag i ” gsdis
Income-tax Appellate Tribunal “ C ”’Bench Mumbai
Tadt TRva (g, =1 9557 UF el @l 956
Before S/ShJoginder Singh,Judicial Member & Rajendra,Accountant Member
AAF AN H/1.T.A./4676/Mum/2013,FRgior af /Assessment Year: 2009-10

The DCIT, Circle-8(2) M/s. Parekh Platinum Ltd.
Room No.216-A, Aayakar Bhavan, 50, Bank of India Building, 2" Floor
M.K. Road Vs. | 185, Sheikh Menon Street,Zaveri Bazar
Mumbai-400 020. Mumbai-400 002.
PAN:AAACP 1996 R
(rf=reff /Appellant) (72T / Respondent)

Revenue by: Shri M. Dayasagar —CIT-DR
Assessee by: None

qAaTs il aia / Date of Hearing: 31.05.2016
T it 9@ / Date of Pronouncement: 29.06.2016
araHT AfAATH, 1961 Fi g7 254(1)F FAT w2
Order u/s.254(1)of the Income-tax Act,1961(Act)
AET TEET TS & ATAR PER RAJENDRA, AM-

Challenging the order,dt.02.11.2012, of the CIT(A)-17,Mumbai,the Assessing Officer (AO)
has filed the present appeal.Assessee-company ,engaged in the business of manufacturing of
chemicals,catalysts, engineering products from precious metals,pre alloys and jewellery
products etc.,filed its return of income on 30.9.09 declaring income of Rs. (-) 9,46,11,350/-.
The AO completed the assessment,u/s. 143(3) of the Act,on 14.12.2012 determining the

income of the assessee at Rs. Nil.

2.First effective ground(GOA.s1-2)is about deleting the disallowance of bad debts amounting
to Rs.49.86 crores.During the assessment proceedings,the AO found that the assessee had
written off an amount of Rs.49,86,23,627/-for the reason that the subsidiary namely M/s. Gulf
Metals and Chemicals, FZE had ceased to be in existence. As per the AO the assessee had not
filed any details in that regard. He held that onus lied on the assessee to prove that the amount
receivable from its subsidiary had become bad,that the idea of amount of subsidiary being
irrecoverable was illogical and against common prudence. He disallowed the claim made by

the assessee u/s.36(1)(vii) of the Act.

3.Aggrieved by the order of the AO the assessee preferred an appeal before the First
Appellat4de Authority(FAA).After considering the submission of the assessee and the
assessment order, FAA referred to the case of TRF Ltd. (323ITR397) and held that position

of law had changed after 1.4.89, that it was not necessary for the assessee to establish that
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debts had become recoverable, that it was enough if the bad debt had been written off in the
books of account of the assessee,that the assessee had written off the amount,due from its

subsidiary,in its books.Finally,he deleted the disallowance made by AO.

4.Before us,Departmental Representative (DR) supported the order of the AO. As stated
earlier none appeared on behalf of the assessee.

5.We have heard the DR and perused the material available on record. We find that the
assessee had written off an amount of Rs.49.86 crores due from its subsidiary, that necessary
entries were made in the books of account, that the FAA had deleted the disallowance made
by the AO. Following the judgment of TRF Ltd., we are of the opinion that if an assessee
makes necessary entries in the books of account and writes off the bad debts there was no
justification on part of the AO to disallow the claim made in that regard.The decision to write
off a particular item during a particular year is the prerogative of a businessman. The
departmental authorities are not supposed to enter into the shoe of a businessman. Therefore,
in our opinion,the order of the FAA does not suffer from any legal or factual infirmity.

Confirming his order,we decide the first effective ground raised by AO in his favour.

6.The second effective Ground of appeal (GOA.s3-5) is about deleting the disallowance of
Rs.55.93 lakhs on account of unrealised foreign exchange loss on exports outstanding.

We find that,while deciding the appeal, the FAA had relied upon the case of Woodward
Governor India (P) Ltd. (3121TR254). We find that the Hon’ble Apex Court had held that
loss suffered by an assessee on account of fluctuation in the rate of foreign exchange as on
the date of balance sheet was an item of expenditure u/s. 37(1) of the Act. It is further found
that loss in the instant case is a trading loss computed and claimed by the assessee by follow -
ing the accrual system of accounting. Considering the fact that the FAA had relied upon the
judgment of Hon'ble Supreme Court in the case of Woodward Governor India (P.) Ltd.
(supra),we decide second effective ground of appeal against the AO.

As aresult, appeal filed by the AO stands dismissed.
werd: et srfearrdt gy arfae it 72 srdier areSE T STt 2.
Order pronounced in the open court on 29" June,2016.
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