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Challenging the order,dated 21/08/2015 of CIT(A)-6, Mumbai,the Assessing Officer(AO)  

has filed the present appeal.Assessee,a Regulatory Authority for Insurance,filed its return of 

income,on 30/09/2011,declaring Loss at Rs.18.96 crores.The AO completed assessment u/s. 

143(3) of the Act,on 28/02/2014,determining its income at Rs.3.04 crores.  

 

2.Solitary Ground of appeal is about deleting the disallowance made,u/s. 14A r.w.Rule 8D 

2(i)of the Income tax Rules,1962 (Rules).During the assessment proceedings,the AO found 

that the assessee  had declared loss of Rs.18.96 crores, that it had filed the Return on the basis 

of provisional income and expenditure account,that the accounts of the assessee were audited 

by the office of the Indian Audit and Accountant General, that a revised return was filed 

declaring Loss of Rs.5.879 crores, that the assessee  had claimed exemption of Rs.9.13 crores 

u/s. 10(23BBE)of the Act.As per the AO,the entire business income of the assessee was 

exempt.He directed the assessee to explain as to why disallowance should not be made as per 

the provisions of section 14A.After considering submission of the assessee,the AO made a 

disallowance of Rs.8.83 crores invoking provisions of section 14A r.w.r. 8D of the Rules. 

3.Aggrieved by the order of the AO,the assessee preferred an appeal before the First 

Appellate Authority(FAA)and made submissions.After considering available material,he held 
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that the assessee had not claimed any income as exempt from the  business, that in absence of 

the exemption claimed there was no justification for any disallowance. He referred to the case 

of Corrtech Energy Pvt.Ltd(45taxmann 116) Lakhani Markeitng Inc.(49 taxmann 257) and 

Winsome Textile Industries (319ITR204) and held that where the assessee  did not make any 

claim for exemption,section 14A would have no application,that from the income and expen -

diture account,it was clear that the assessee had offered the fee collected from the insurers 

(Rs.9.13crores)as its income,that it had not claimed any exemption,while computing the 

income.He directed the AO to delete the disallowance. 

4.During the course of hearing before us,the Departmental Representative (DR) stated that 

the issue could be decided on merits.As stated earlier, none appeared on behalf of the 

assessee. 

We find that the FAA has given the categorical finding of fact that assessee had not claimed 

any exemption.As per the settled law,provisions of section 14A of the Act r.w.r. 8D of the 

Rules can be invoked only if an assessee claims expenditure against exempt income. In other 

words,if no expenditure is claimed in respect of exempt income no disallowance can be made 

u/s. 14A.Considering the facts of the case,we are of the opinion that order of the FAA does 

not suffer from any legal or factual infirmity. Therefore, confirming the same, we decide the 

effective Ground of appeal against the AO.  

 

As a result, appeal filed by AO is dismissed. 

                फलतः िनधा
�रती अिधकारी �ारा दािखल क� गई अपील नामंजूर क� जाती ह.ै            
                                  Order pronounced in the open court on 4

th
 April, 2018. 
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