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ORDER

This is an appeal preferred by the Assessee against the order of the CIT(A)-2,
Kolkata dated 11.07.2018 for Assessment Year 2013-14.

2. The only grievance of the assessee against the action of the Ld.CIT(A) in confirming

the addition made by the AO of Rs. 5,80,953/- u/s 14A of the Act.

3. Brief facts of the case is that the AO while going through the balance sheet noted
that the assessee has made investment in equities and has failed to add proportionate
expenditure incurred for earning exempt income as per section of the Income Tax Act,

1961 (hereinafter referred to as the ‘Act’).

4. When the AO gave show cause to the assessee as to why disallowance u/s 14A read
with Rule 8D should not be resorted to, the AR of the assessee submitted that the assessee
did not earning any exempt income this year and, therefore, the suo moto disallowance of
Rs. 1,46,032/- should be accepted and no disallowance by applying Rule 8D should be
made against the assessee. However, the AO did not agree and he took note of the CBDT
Circular No. 5 of 2014 and made a disallowance of half percentage of average investment
which comes to Rs. 5,80,953/- which was disallowed and added to the income of the
assessee. Aggrieved the assessee preferred an appeal before the Ld. CIT(A) who was

pleased to confirm the action of the AO. Aggrieved the assessee is before us.
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5. I have heard both the sides and perused the records. I note that the assessee has not
earned any exempt income in this assessment year, however suo-moto disallowed Rs
1,46,032/-and, therefore, since there was no exempt income, there cannot be any
disallowance u/s 14A of the Act resorted to by applying mechanically Rule 8D for that I
rely upon the order of the Hon’ble Delhi High Court in the case of Cheminvest Ltd. vs CIT
378 ITR 33 and delete the disallowance of Rs. 5,80,953/-.

6. In the result, the appeal of the assessee is allowed.

Order is pronounced in the open court on 15 May, 2019
Sd/-

(Aby. T. Varkey)
Judicial Member

Dated : 15 May, 2019
Biswajit (Sr.P.S.)
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