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3¢ /ORDER

Per Shri D.S.Sunder Singh, Accountant Member :

This appeal is filed by the revenue against the order of the

Commissioner of Income Tax (Appeals) [CIT(A)], Vijayawada vide Appeal
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No0.10100/CIT(A)/V]JA/17-18 dated 07.02.2019 for the Assessment Year

(AY.) 2015-16.

2. Brief facts of the case are, in this case, the assessee declared total
income of Rs.35,31,850/-. The assessment was completed u/s 143(3) on
total income of Rs.1,22,22,055/-. In the assessment order, the Assessing
Officer (AO) made the addition of Rs.85,96,586/- u/s 14A r.w.Rule 8D of

Income Tax Rules in respect of investment made by the assessee.

3. Aggrieved by the order of the AQO, the assessee went on appeal before
the CIT(A) and the Ld.CIT(A) deleted the addition made by the AO, since,
there was no exempt income earned by the assessee during the year under
consideration. The Ld.CIT(A) followed the decisions of various High Courts
and the Tribunals while deleting the addition. We reproduce hereunder the

relevant part of the order of the Ld.CIT(A) which reads as under :

“10. I have carefully considered the facts of the -case, the assessment order
and the written submission of the appellant. On perusal of the P & L Account
and Note No.16 of the notes forming part of the financial statements containing
details of the "Other Income”, it is seen that "Other Income"” credited to the P &
L Account does not include any tax exempt dividend income during the year.
Hence, it is seen that no dividend income has been received by the appellant
during the year in respect of the investments held by it in the shares of other
companies. Hence, it is evident that there was no receipt of tax exempt income
by the appellant during the year. In the following cases, the Hon'ble High Courts
have held that no disallowance u/s. 14A is warranted in a year where no tax
exempt income was received by the assessee:
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1. CIT Vs Lakhani Marketing Inc [2014]49 taxmann.com 257 (P & H)
2. Chemmvesé& Ltd, Vs. CIT [2015] 378 PR 33 (Del)
3. Redington (India) Ltd. Vs. AddLC1T[2017] 392 ITR 633 (Mad.)

4. Principal CIT Vs. LL & FS Energy Development Co. Ltd. [2017] 399 ITR 483
(Del )

5. CIT Vs. Chettinad Logistics (P) Ltd. [2017] 248 Taxman 55 (Mad.)
6. CIT Vs, Shivam Motors (1') Ltd [2015] 55 taxmann. com 262 (Allahabad)
7. CITVs. Corrtech Energy (P.) Ltd. [2014] 45 taxmann.com 116 (Gujarat)

11.  In the following cases, the Hon'ble Tribunals including the Hon'ble ITAT,
Hyderabad also held that no disallowance u/s. 14A is warranted in a year
where no tax exempt income was received by the assessee;

1. ACIT Vs, Nekkanti Sea Foods Ltd. (ITA No.1609/Hyd/2016) (Hyd)

2. Soma Highways Pvt Ltd Vs. DCIT (ITA No.1670/Hyd/2016)(Hyd)

3. DIshTV India Ltd. v. ACIT (ITA No.3061 & 3062/Mum/2017) (Mum)

4. Lodha Builders P. Ltd. (ITA No.2871/MUM/2015) (Mum)

5. Huntsman International (India) Pvt. Ltd. v. DCIT 66 taxmann.com 325
(Mum)

6. India Debt Management (P) Ltd. v. DCIT 69 taxmann.com 125 (Mum)

12. Hence, having regard to the decisions of the Hon'ble High Courts and
Hon'ble Tribunals cited above, it is held that disallowance u/s. 14A is not
warranted in the case of assessee for the present assessment year in the
absence of receipt of any tax exempt dividend income from the
investments made by it. The AO is accordingly directed to delete the
disallowance of Rs.85,96,586/- made u/s 14A of the Act. This ground
of appeal is therefore allowed.”

4, Against the order of the Ld.CIT(A), the department has filed appeal

before this Tribunal.

5. We have heard both the parties and perused the material placed on
record. In the instant case, there is no dispute that during the year under
consideration, there is no exempt income earned by the assessee on the

investments. It is settled issue that in the absence of exempt income, no
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disallowance required to be made u/s 14A of the Income Tax Act r.w.r.8D
of Income Tax Rules. This Tribunal in the case of ACIT, Central Circle-1,
Rajahmundry Vs M/s GMP Infrastructure Pvt. Ltd. in [LT.A.No.524-
528/Viz/2018 for the A.Y.2011-12 to 2015-16, held that in the absence of
dividend income / exempt income, there is no case for making
disallowance u/s 14A of the Act. While deciding the issue, this Tribunal has
followed the decision of Hon’ble Madras High Court in the case of Redington
(India) Ltd. Vs. Addl.C1T[2017] 392 ITR 633 (Mad.). For the sake of clarity and
convenience, we extract relevant part of the order of this Tribunal, which

reads as under:

“We have heard both the parties and perused the material placed on record. In
this case, the AO made the disallowances relating to the to exempt income u/s
14A r.w. rule 8D of Income tax Rules. However, it was found that the assessee
did not earn exempt income in the impugned assessment years. Therefore, the
Ld.CIT(A) followed the orders of this Tribunal and deleted the addition. For the
sake of clarity and convenience we extract the relevant part of the Ld.CIT(A)
which reads asunder:

“I have carefully considered the facts of the case, written
submissions and the finding of the AO in the assessment orders.
There is no dispute regarding the investment made out of the
borrowed funds by the appellant. There is also no dispute that the
expenditure in the form of investment was incurred by the
appellant. It is also equally not in dispute that there is no exempt
income in the form of dividend received by the appellant for the
respective assessment years. There is no controverting material
before the AO regarding the exempted income. The overwhelming
judicial view regarding disallowance uls.14A r.w.r. 8D is that "no
disallowance can be made in the absence of deemed dividend".
This view has been rendered by Hon'ble Madras High Court in the
case of M/s Redington (India) Ltd. Vs. The Addl, CIT, Company
Range-V, Chennai in T.CA.No. 520 of 216 and CIT, Central-1,
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Chennal Vs Chettinad Logistics (P) Ltd.[2017] 80 taxmann. Com
221 (Madras) and Hon'ble ITAT (Vizag) in the case of
D.Veerabhadhra Reddy(HUF) Vs the DCIT, Circle-1, Kakinada and
DCIT, Circle-2(1), Vijayawada Vs. Radhakrishna Automobiles.
Respectfully following the decisions mentioned above and in the
facts of the case, the AO is directed to delete the additions.”

Since the issue is squarely covered by the orders of the Tribunal in favour of the
assessee, we do not find any reason to interfere with the orders of the Ld. CIT(A)
and the same is upheld. The appeals of the revenue for the A.Y.2013-14 to

2015-16 are accordingly dismissed.”

5.1. Since the facts are identical, respectfully following the view taken by
this Tribunal, we do not find any reason to interfere with the order of the

Ld.CIT(A) and the same is upheld.

6. In the result, appeal of the revenue is dismissed.

Order pronounced in the open court on 25t% September, 2019
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