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This is an appeal filed by the assessee against the order of
Id.CIT(A), Ajmer dated 14/12/2018 for the A.Y. 2015-16 in the matter of

order passed U/s 143(3) of the Income Tax Act, 1961 (in short the Act).

2. Rival contentions have been heard and record perused. The only
grievance of the assessee relates to disallowance U/s 14A of the Act read
with Rule 8D of the Income Tax Rules, 1962 (in short, the Rules) in

respect of exempted income.
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3. It was the contention of the assessee before the A.O. as well as
before the Ld. CIT(A) to the effect that during the year under
consideration, there was no exempt income, accordingly, no
disallowance can be made. However, the A.O. did not agree and made
disallowance U/s 14A r.w.r 8D. As per our considered view, the
provisions of Section 14A provides that if there is any income which does
not form part of the total income under the Act, the expenditure which is
incurred for earning such income is not an allowable deduction. Hence,
in the absence of any tax-free income, the corresponding expenditure, if
any, could not be worked out for disallowance. Since the assessee did
not earn any exempt income in the form of divided from its investment
in the company, no disallowance can be made with reference to such
investment in the calculation prescribed under Rule 8D of the Rules. In
this regard, reliance can be placed on the following judicial
pronouncements:

(i) OQil Industry Development Board (2019) 103 taxmann.com
326 (SC).

(i) Jayneer Infrapower & Multiventures (P) Ltd. (2019) 103
taxmann.com 118 (Mum-Trib)

(iii) Chemnivest Ltd. (2015) 61 taxmann.com 118 (Delhi).

4, Respectfully following the above judicial pronouncements, I do not
find any merit in the disallowance so made when no exempt income was

earned during the year under consideration.
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5. In the result, appeal of the assessee is allowed.

Order pronounced in the open court on 11t June, 2019.
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