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3mer /ORDER

PER INTURI RAMA RAO, ACCOUNTANT MEMBER

This is an appeal filed by the Assessee directed against the
order of the Commissioner of Income Tax (Appeals)-11, Chennai
(‘CIT(A)’ for short) dated 27.02.2017 for the Assessment Year (AY)

2010-2011.
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2. The Assessee raised the following grounds of appeal:

V1. The order of the learned CIT Appeals is contrary to the law
on the facts and circumstances of the case.

2. The learned CIT Appeals erred in confirming the disallowance
of Rs.74,369/- under Section 14A read with Rule 8D without
appreciating the fact that no part of the expense was actually
established to have been incurred for the purpose of earning tax
exempt income.

3. The learned CIT Appeals ought to have followed the decision
of the Honorable Appellate Tribunal, Chennai in the case NAPC
Ltd vs ACIT ITA No. 1919/Mds/2011 that unless there is a finding
of the Assessing Officer that the suo moto disallowance of Rs.
10,000/- made by the Appellant was incorrect, no disallowance
would lie as the ingredients for invoking the rule 8D are not
satisfied. The Appellant also submits that the application of Rule
8D is not automatic and hence mechanical application of the
same invoking the method of computation of disallowance is
inconsistent with law and also facts and circumstances of the
case.

For these and other reasons, which may be adduced at the time
of hearing, the appellant prays that this appeal be allowed.

The appellant craves permission to add, alter or amend the
aforesaid grounds of appeal”.

3. The brief facts of the case are as under:

The assessee namely YM/s. Wealth Advisors (India) Pvt Ltd” is
a company incorporated under the provisions of the Companies Act,
1956. It is engaged in the business of financial product distribution
and financial advisory services. The return of income for the
assessment year 2010-2011 was filed on 11.10.2010 disclosing total
income of Rs.48,26,341/-. Against the said return of income, the
assessment was completed by the Assistant Commissioner of Income

Tax, Company Circle-III(3), Chennai (hereinafter called as
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YAssessing Officer”) passed u/s.143(3) of the Act on 26.12.2012 at
total income of Rs.52,32,870/-. While doing so, the Assessing
Officer made disallowance of 10% of the staff welfare expenditure to
the extent of Rs.3,32,162/- and made addition of Rs.84,369/- u/s.14A
of the Act.

4, Being aggrieved, an appeal was preferred before the 1d.CIT(A)
who vide impugned order deleted the addition on account of staff
welfare expenditure and confirmed the addition made u/s.14A of
the Act.

5. Being aggrieved, the appellant is in appeal before us in the
present appeal. The Id. Counsel submitted that ground relating to the
non recording of satisfaction by the Assessing Officer as to how the
suo motu disallowance offered by the assessee is incorrect was not
adjudicated by the Id. Commissioner of Income Tax (Appeals). He
further submitted that no expenditure was incurred for earning
exempt income and therefore the question of disallowance does not
arise.

6. On the other hand, the Id. Sr. Departmental Representative
placed reliance on the orders of lower authorities.

7. We heard the rival submissions and perused the material on
record. The issue in the present appeal relates to disallowance
u/s.14A of the Act. From the perusal of the material on record, it

appears that assessee itself had offered suo motu disallowance of



o d - ITA No.1349/2017

Rs.10,000/- u/s.14A of the Act. The provisions of Section 14A of the
Act mandates the Assessing Officer to record satisfaction as to how
the claim made by the assessee is incorrect. Assessee had raised
specific ground of appeal before the Id. Commissioner of Income Tax
(Appeals) regarding non recording of the satisfaction. However, the
Id. Commissioner of Income Tax (Appeals) had failed to adjudicated
this ground of appeal, since this ground of appeal goes to the root of
the matter, we are of the considered opinion that the matter should go
back to the file of the Id. Commissioner of Income Tax (Appeals) for
fresh adjudication and all other contentions are left open before Id.
Commissioner of Income Tax (Appeals).

8. In the result, the appeal filed by the assessee is partly

allowed for statistical purpose.

Order pronounced on 19th day of November, 2019, at Chennai.
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