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आदेश/O R D E R 
 
 

 

PER PRAMOD M. JAGTAP, VICE-PRESIDENT 
 
  

 

These two appeals filed by the Assessee are directed against two 

separate orders passed by the Ld.CIT(A)-10, Ahmedabad, both dated 

07/09/2017 for Assessment Years (AYs) 2013-14 & 2014-15 and since a 

common issue is  involved therein, the same have been heard together and 
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are being disposed of by a single consolidated order for the sake of 

convenience.  

 

2. A solitary common issue involved in both these appeals relates to the 

disallowance made by the Assessing Officer u/s.14A of the Income Tax Act, 

1961 (hereinafter referred to as “the Act”) read with Rule 8D of Income Tax 

Rules, 1962, which is partly sustained by the Ld.CIT(A).  

 

3. The Assessee, in the present case, is a company which is engaged in 

the business of providing share broking and other investment services.  The 

returns of income for both the assessment years under consideration were 

filed by the assessee on 29/09/2013 & 26/11/2014 declaring total income of 

Rs.53,58,810/- and Rs.50,85,896/- for AYs 2013-14 & 2014-15 respectively.  

In the said returns, exemption was claimed by the assessee-company in 

respect of certain income but no disallowance on account of expenses 

incurred in relation to the said exempt income was offered by the assessee 

as required by the provisions of section 14A of the Act.  In this regard, the 

explanation offered by the assessee, during the course of assessment 

proceedings, before the Assessing Officer was that no expenditure was 

actually incurred by it in relation to the earning of exempt income.  This 

explanation of the assessee was not found acceptable by the Assessing 

Officer who invoked Rule 8D of IT Rules, 1962  and made a disallowance of 

Rs.2,36,164/- and Rs.3,52,807/- u/s.14A of the Act in assessments 

completed for AYs 2013-14 and  2014-15 by orders dated 12/02/2016 and 

08/12/2016 respectively. 
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4. Against the orders passed by the Assessing Officer u/s.143(3) of the 

Act for both the years under consideration, appeals were preferred by the 

assessee before the Ld.CIT(A) disputing the disallowance made by the 

Assessing Officer u/s.14A of the Act read with Rule 8D of the IT Rules, 

1962.  After considering the submissions made on behalf of the assessee as 

well as material available on record, the Ld.CIT(A) found that the actual 

exempt income earned by the assessee during the years under consideration 

was Rs.1,92,874/- and Rs.3,20,671/- only for AYs 2013-14 & 2014-15 

respectively.  By relying on the decision of Hon’ble Jurisdictional High 

Court in the case of CIT vs. Corrtech Energy Pvt.Ltd. reported in 45 

taxman.com 116 (Guj),  he held that the disallowance u/s.14A of the Act 

could not be more than the exempt income and, accordingly, sustained the 

disallowance made u/s.14A of the Act to the extent of Rs.1,92,874/- and 

Rs.3,20,671/- for AYs 2013-14 & 2014-15 respectively vide his appellate 

orders dated 07/09/2017.  Still aggrieved, the assessee has preferred these 

appeals before the Tribunal. 

 

5. At the time of hearing fixed in this case on 27/10/2022, none has 

appeared on behalf of the assessee.  However, a written submission filed by 

the assessee is placed on record and these appeals are accordingly being 

disposed of on merit after taking into the consideration the said written 

submissions filed by the assessee, the arguments of the Ld.DR and the 

relevant material on record.    The main contention raised by the assessee in 

the written submissions for  AY 2013-14 is that the income claimed to be 

exempt by it in the return of income  was only Rs.42,632/- and not 

Rs.1,92,874/- as taken by the Ld.CIT(A) and, therefore, the disallowance 

made by the Assessing Officer u/s.14A is required to be sustained only to 
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the extent of Rs.42,632/-.  In this regard, the ld.DR has contended that this 

claim being specifically made for the first time before the Tribunal requires 

verification by the Assessing Officer.  We find merit in this  contention of 

the ld.DR.  The matter is accordingly restored to the file of the Assessing 

Officer to verify the exact amount of income claimed to be exempt by the 

assessee in AY 2013-14 and accordingly to restrict the disallowance u/s.14A 

of the Act to that extent. 

 

6. As regards the disallowance made by the Assessing Officer u/s.14A 

of the Act and sustained by the Ld.CIT(A) to the extent of the amount of 

exempt income earned by the assessee during AY 2014-15 amounting to 

Rs.3,20,671/-, the assessee-company in its written submission has submitted 

that this entire exempt income was earned by the assessee in the form of 

interest on tax-free bonds and therefore while working out the disallowance  

to be made u/s.14A of the Act by applying Rule 8D of IT Rules 1962, the 

Assessing Officer ought to have taken into consideration only the 

investment made by the assessee in the tax-free bonds.  It is submitted that 

if the disallowance u/s.14A of the Act is so worked out by applying Rule 

8D, it comes to Rs.1,37,063/-, the working of which is also prepared and 

furnished by the assessee.  Since this working is furnished by the assessee 

for the first time before the Tribunal, we find merit in the contention of the 

ld.DR that an opportunity has to be given to the Assessing Officer to verify 

the same.  The Assessing Officer is accordingly directed to verify the 

working furnished by the assessee  and restrict the disallowance u/s.14A of 

the Act read with Rule 8D of the IT Rules, 1962 accordingly.   
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7. In the result,  both the appeals of the assessee are treated as partly 

allowed for statistical purposes. 

 

Order pronounced in the Court on 02
nd

  February, 2022 at Ahmedabad.   
 
  

                Sd/-                                                                                                  Sd/- 

(SUCHITRA RAGHUNATH KAMBLE) 

ACCOUNTANT MEMBER 

 

(PRAMOD M. JAGTAP) 

VICE-PRESIDENT 

 
Ahmedabad,  Dated      02/02/2022                                                
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