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A /ORDER

AZHR R, =R« agxa/
PER MAHAVIR SINGH, JM:

This appeal by assessee is arising out of order of the

Commissioner of Income Tax (Appeals)]-54, Mumbai [in short
CIT(A)], in Appeal No. CIT(A)-4/IT-10084/DCCC.6(4)/2017-18
vide dated 23.07.2018. The Assessment was framed by the Dy.

Commissioner of Income Tax, Central Circle-6(4), Mumbai (in
short DCIT/ AOQO) for the A.Y. 2015-16 vide order dated
17.05.2017 under section 143(3) of the Income-tax Act, 1961

(hereinafter ‘the Act’).
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2. The only issue in this appeal of assessee is against the
order of CIT(A) confirming the action of the AO in disallowing
expenses relatable to exempt income amounting to ¥4,95,439/-
by invoking the provisions of section 14A read with rule 8D of
the Rules. For this, assessee has raised the following five

grounds: -

“1. The Learned CIT (A) erred in
confirming disallowance to the extent to
Rs. 4,95,439/- out of Rs. 27,31,114/-
disallowed by Assessing Officer under

section 14A r.w.r. 8D.

2. The Learned CIT (A) erred in not
considering plea of the appellant all
investments were made in Associated
Companies and all Investments were
made purely out of internal accruals and
not out of borrowed fund and we have not
spent any amount in earning dividend
income as same is received from group

company.

3. The Learned CIT (A) erred in not
considering plea of the appellant that
strategic investments should not be
considered for the purpose of computing
amount of disallowance under section 14A

r.w.r. 8D.
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4. The Learned CIT (A) erred in not
considering several judgements quoted by
appellant in submission dated 20.06.2018
ie J. M. Financial Ltd. vs. ACIT [ ITA No.
4521/ Mum / Tribunal], Garware Wall
Ropes (ITA No. 5408/ Mum / 2012] etc.

5. The learned CIT (A) erred in
mentioning in para 6 that assessee’s AR
replied to assessing officer that there is
no dividend income and hence no
disallowance u/s. 14 A is warranted.
However, no such observation was noted
by the Assessing Officer in her order
passed and in fact the assessee had
earned meagre dividend of Rs. 4,95,439/-
on which dividend distributed tax was
paid by MIS. International Cargo
Terminals and Infrastructure Pvt. Ltd. and
which was mentioned by the assessee in

its submission.”

3. Briefly stated facts are that the assessee company has
earned dividend income of 34,95,439/- on the preferential
shares of 2,50,000 of 2100 each fully paid up of International
Cargo Terminals and Infrastructure Pvt. Ltd. Which were
converted into 1,95,313 equity shares of 10 each fully paid up.
The assessee suo moto disallowed a sum of ¥5000/- under
section 14A of the Act. We noted that the AO simply computed
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the disallowance under Rule 8D at ?27,36,114/- straightway
applying the formula without recording any satisfaction. Even,
the CIT(A) restricting the disallowance at 3¥4,95,439/- to the
extent of dividend income as against disallowance made by the
AO at %27,36,114/-. We noted that the CIT(A) relying on the
decision of Hon’ble Supreme Court in the case of
Maxopp Investment Ltd. vs. CIT [2018] 402 ITR 640 (SC) held
that this strategic investment and this stock-in-trade is not an
investment to earn dividend income but to gain control over the
investee company. But that does not appear to be relevant
factor in determining the issue and fact remain that the
assessee has earned dividend income which is not taxable and
hence Hon’ble Supreme Court held that expenses relatable to
dividend income in such circumstances are to be disallowed. We
find that the CIT(A) has rightly restricted the disallowance to
the extent of exempt income at %4,95,439. We confirm the

order of CIT(A) and this appeal of assessee is dismissed.

4, In the result, the appeal of the assessee is

dismissed.

Order pronounced in the open court on 08.01.2020

Sd/- Sd/-
(TH STerRTOIer / M BALAGANESH) (F8TdR &8 /MAHAVIR SINGH)
(or@Tr "eE / ACCOUNTANT MEMBER) (=a1R@% "eway JUDICIAL MEMBER)

s, f&Tis/ Mumbai, Dated: 08.01.2020
¥av &R, 7. @l / Sudip Sarkar, Sr.pS
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