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3MMCA/ORDER

PER AMARJIT SINGH, JM:

The assessee has filed the present appeal against the order dated
23.12.2013 passed by the Commissioner of Income Tax (Appeals) 14,
Mumbai [hereinafter referred to as the “CIT(A)”] relevant to the
A.Y.2009-10.

2. The assessee has raised the following grounds:-
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“J. Against_addition of Rs.2,973,874/- as per the provisions of
section 14A read with rule 8D of the Income-tax Act, 1961

(Act)

a) The Commissioner of Income-Tax (Appeals) — 14, Mumbai
[hereinafter referred to as CIT(A)] erred in enhancing the
disallowance to Rs.2,973,874/- without considering the facts
and circumstances of the case and ignoring the judicial
pronouncements relied upon by the appellant.

b) The CIT(A) erred in disregarding the fact that the appellant
had provided the details of expenditure for earning the
exempt income and in computing the disallowance under
rule 8D without examining the correctness of the claim with
the books of accounts of the appellant. The CIT(A) should
have restricted the disallowance only to the extent of
expenditure actually incurred by the appellant for earning
the exempt income i.e. Rs.82,617/-.

3. The brief facts of the case are that the assessee filed e-return of
income at Rs.11,98,365/- claiming refund of Rs.23,150/-. The return was
processed u/s.143(1) of the Income Tax Act, 1961 ( in short “the Act”) on
31.12.2010 and the demand of Rs.4,27,153/- was raised. The case was
selected for scrutiny and accordingly, notice u/s.143(2) of the Act was
issued on 18.08.2010 and the same was served upon the assessee on
23.09.2010. Subsequently, notice u/s.142(1) was issued on 30.06.2011
calling for specific details / documents. The assessee company is engaged
in the business of Wide-ranging, Multidisciplinary Consultancy, Know-
how and Turnkey services spanning many diverse fields like Civil,
Structural and Mechanical Engineering, Chemicals and Fertilizers. In the
relevant assessment year, the assessee received the dividend income to the
tune of Rs.14,52,000/- and claimed as exempt income. The assessee
claimed the demat charges to the tune of Rs.82,617/- which was disallowed

and added to the income of the assessee. The Assessing Officer was also of
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the view that the assessee made the investments in quoted and unquoted
shares to the tune of Rs.52,87,75,196/- during the said period. The
Assessing Officer assessed the proportionate expenses to the extent of
9.97% of total expenses of Rs.52,52,100/- which comes to Rs.5,23,634/-
and added to the income of the assessee. On appeal, the CIT(A) applied the
section 14A r.w. Rule 8D of the Act and assessed the expenditure to the
tune of Rs.29,73,874 — Rs.5,23,634/- = Rs.24,50,240/-.  Therefore the

assessee has filed the present appeal before us.

ISSUE NO.1:-

4. Under this issue the assessee has challenged the expenditure incurred
to earn the exempt income to the tune of Rs.29,73,834/- The exempt
income of the assessee was to the tune of Rs.14,52,000/- whereas the
expenditure has been assessed to the tune of Rs.29,73,834/-. The expenses
could not be assessed more than the exempt income 1.e.14,52,000/-. The
order of the Assessing Officer nowhere speaks about the discredit of the
account books of the assessee. In this regard, in view of the CBDT
Circular no.14 of 2006 and Commissioner of Income Tax Vs. Reliance
Utilities and Power Ltd 313 itr 340 (Bombay High Court) we are of the
of the view that the assessment made by the Assessing Officer and CIT(A)
is without any reasonable basis, without discrediting the account book of
the assessee, therefore, we set aside this i1ssue and restore this issue on the
file of the Assessing Officer to re-examine the matter afresh by giving an
opportunity of being heard to the assessee in accordance with law.
Accordingly, this issue is decided in favour of the assessee against the

revenuc.
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5. In the result, the appeal filed by the assessee is hereby Allowed.

Order pronounced in the open court on 30" November, 2016.
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