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AU /ORDER

PER N.R.S. GANESAN, JUDICIAL MEMBER:

Both the appeals of the Revenue are directed against the
respective orders of the Commissioner of Income Tax (Appeals) -3,
Chennai, in respect of two independent assessees. Since common
issue arises for consideration in both the appeals, we heard both
the appeals together and disposing of the same by this common

order.

2. Shri S. Bharath, the Ld. Departmental Representative,
submitted that in the case of M/s PVP Ventures Ltd. in |.T.A.
No0.593/Chny/2018, the assessee has earned dividend income of
35,53,379/-. According to the Ld. D.R., the Assessing Officer
computed the disallowance under Rule 8D(2) of the Income-tax
Rules, 1962 to the extent of ¥11,71,79,344/-. The CIT(Appeals), by
placing reliance on the order of this Tribunal in M/s Royala
Corporation in L.T.A. No0.908/Mds/2015, directed the Assessing
Officer to restrict the disallowance to the extent of exempted
income. According to the Ld. D.R., an appeal was already filed
before the High Court against the order of this Tribunal in M/s

Royala Corporation (supra). Moreover, according to the Ld. D.R.,
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Rule 8D(2) of the Income-tax Rules, 1962 does not say that the
disallowance has to be restricted to earning of exempted income.
According to the Ld. D.R., irrespective of the fact whether the
assessee earned dividend income or not, the disallowance has to
be computed as provided in Rule 8D(2). Section 14A of the
Income-tax Act, 1961 (in short 'the Act') read with Rule 8D(2) does
not in anywhere say that it is a pre-condition to earn dividend
income or exempted income for making disallowance. Therefore,
according to the Ld. D.R., the CIT(Appeals) is not correct in
directing the Assessing Officer to restrict the disallowance to the

earning of dividend income.

3. On the contrary, Ms. K. Hemalatha, Ld. representative for the
assessee, submitted that the Madras High Court in the case of
Redington (India) Ltd. v. Addl. CIT (2017) 77 taxmann.com 257 and
in the case of CIT v. Chettinad Logistics Pvt. Ltd. in T.C.A. No.24 of
2017, found that there cannot be any disallowance for expenditure
when the assessee has not earned any exempted income. In this
case, the assessee has earned only a sum of 5,53,379/-.

Therefore, the CIT(Appeals) by placing reliance on the order of this



4 L.T.A. No.593/Chny/18
L.T.A. No.594/Chny/18

Tribunal in M/s Royala Corporation restricted the disallowance to

the exempted income.

4. We have considered the rival submissions on either side and
perused the relevant material available on record. The
CIT(Appeals) by placing reliance on the order of this Tribunal in M/s
Royala Corporation (supra) directed the Assessing Officer to restrict
the disallowance to the extent of exempted / dividend income
earned by the assessee. As rightly submitted by the Ld.
representative for the assessee, the Madras High Court in
Redington (India) Ltd. (supra) and Chettinad Logistics Pvt. Ltd.
(supra) categorically found that there cannot be any disallowance
when the assessee has not earned any exempted income.
Therefore, this Tribunal is of the considered opinion that the
CIT(Appeals) has rightly placed his reliance on the order of this

Tribunal in Royala Corporation Ltd. (supra).

5. The only contention of the Ld. D.R. before this Tribunal is
that an appeal is pending before the High Court. It is nobody’s case
that the High Court has stayed operation of the order of this Tribunal
in M/s Royala Corporation Ltd. (supra). Mere pending of appeal

before the High Court cannot be a reason to take a different view by
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this Tribunal. Therefore, this Tribunal do not find any reason to
interfere with the order of the lower authority and accordingly the

same is confirmed.

6. Now coming to I.T.A. N0.594/Chny/2018 in the case of PVP

Global Ventures Pvt. Lid.

7. In this case, admittedly, the assessee has not earned any
exempted income. Therefore, the judgments of Madras High Court
in Redington (India) Ltd. (supra) and Chettinad Logistics Pvt. Ltd.
(supra) are squarely applicable. Moreover, the CIT(Appeals) has
placed his reliance on the order of this Tribunal in ACIT v. M.
Bhaskaran in I.T.A. No.1717/Mds/2013. Since the Madras High
Court found that there cannot be any disallowance under Section
14A of the Act when there was no exempted income or dividend
income earned by the assessee, this Tribunal do not find any
reason to interfere with the order of the lower authority and

accordingly the same is confirmed.

8. In the result, both the appeals filed by the Revenue stand

dismissed.
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Order pronounced on 19" September, 2018 at Chennai.
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