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MSA/ORDER

PER DUVVURU RL REDDY, JUDICIAL MEMBER:

This appeal filed by the assessee is directed against the order of the
Id. Commissioner of Income Tax (Appeals) 18, Chennai, dated 22.11.2016
relevant to the assessment year 2012-13. The only effective ground raised in
the appeal of the assessee is that the |d. CIT(A) has erred in confirming the

disallowance made under section 14A of the Income Tax Act, 1961.

2. Brief facts relating to the disallowance made under section 14A of the
Act are that against the investment of %.2,34,29,175/- made in the financial

year 2011-12 in the shares of Hemadri Cements Ltd., the total investments
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in shares as on 31.03.2012 was %.9,39,29,175/-. Moreover, the Assessing
Officer noted from the books of accounts and bank statement that the
assessee has taken term loan of %.2,50,00,000/- on 31.01.2012, out of which
.2,34,29,175/- was invested in the above mentioned investments. On the
said term loan, the assessee has claimed interest expense of %.5,47,585/-
during the financial year 2011-12. In view of the provisions of section 14A of
the Act that no deduction shall be allowed in respect of the expenditure
incurred by the assessee for the purpose of earning an exempt income
which does not form part of the total income, the Assessing Officer issued a
show cause. In reply to the show cause, the assessee has admitted that by
availing term loan, the assessee has made investment in the shares of
Hemadri Cements Ltd. The assessee further submitted that the assessee
has not claimed any exempt income during the financial year 2011-12 and
therefore, the disallowance under section 14A of the Act does not arise.
After considering the submissions of the assessee and in view of the
provisions of section 14A of the Act r.w. Rule 8D, the Assessing Officer
worked out the expenditure to be disallowed at %.37,07,196/- and brought to
tax. On appeal, the Id. CIT(A) confirmed the disallowance made under

section 14A r.w. Rule 8D.

3. On being aggrieved, the assessee is in appeal before the Tribunal.

The Id. Counsel for the assessee has submitted that the assessee has not
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earned any exempt income in the relevant assessment year and therefore,
the disallowance made by the Assessing Officer in view of the provisions of
section 14A of the Act read with Rule 8D was completely contrary to the
provisions of that section as Rule 8D only provides for a method to
determine the amount of expenditure incurred in relation to income, which
does not form part of total income of the assessee and prayed for deleting
the addition. On the other hand, the Id. DR supported the orders of

authorities below.

4, We have heard both the sides, perused the materials available on
record and gone through the orders of authorities below. Admittedly, the
assessee has not earned any exempt income in the relevant assessment
year against the investments. Under these circumstances, in the case of CIT
v. Chettinad Logistics (P) Ltd. [2017] 248 taxman 55 (Mad), the Hon’ble
Jurisdictional High Court has observed and held that when there was no
dividend income earned in the relevant assessment year, the disallowance
made by the Assessing Officer in view of the provisions of section 14A of the
Act read with Rule 8D was completely contrary to the provisions of that
section as Rule 8D only provides for a method to determine the amount of
expenditure incurred in relation to income, which does not form part of total
income of the assessee. Against the decision of the Hon’ble High Court, the

Department preferred Special leave Petition, which was dismissed by the



4 LTA. No. 429/Chny/17

Hon’ble Supreme Court [2018] 257 Taxman 02. In view of the above
decision rendered in the case of CIT v. Chettinad Logistics (P) Ltd. (supra),
the disallowance of %.37,07,196/- made by the Assessing Officer under
section 14A r.w. Rule 8D stands deleted. Thus, the ground raised by the

assessee is allowed.

5. In the result, the appeal filed by the assessee is allowed.

Order pronounced on the 15™ March, 2021 in Chennai.
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