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ORDER

PER RAJESH KUMAR, ACCOUNTANT MEMBER:

The present appeal has been preferred by the assessee against the order passed
u/s 263 of the Income Tax Act, 1961 (hereinafter referred to as the ‘Act’) by the
Principal Commissioner of Income Tax-2, Kolkata (hereinafter referred as the

‘PCIT’) relevant to A.Y 2015-16.

2. The only issue raised in the various grounds of appeal by the assessee is
against the revisionary jurisdiction exercised by PCIT u/s 263 of the Act on the
ground that the assessment dated 24.11.20117 was erroneous and prejudicial to the

interest of the Revenue.
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3. The facts in brief are that the Assessing Officer framed the assessment u/s
143(3) of the Act by order dated 24.11.2017 accepting the returned income of
Rs.18,24,860/- as per return filed on 29.09.2015. The Ld. PCIT on examination of the
assessment records came to conclusion that the Assessing Officer was failed to
examine the interest expenses attributable to exempt income earned and by
exercising the revisionary jurisdiction u/s 263 of the Act, set aside the assessment
framed u/s 143(3) of the Act with the direction to frame the assessment after

examining the issue.

4. After hearing the rival parties and perusing the materials on record, we find
that the issue on which the PCIT exercised his revisionary jurisdiction u/s 263 of the
Act is for the reason that AO has not examined in details of the huge interest
expenses incurred which are relatable to exempt income earned during the year. We
note that the assessee has replied along with details to the show-cause notice issued
by the PCIT by letter dated 19.03.2020 explaining therein that this issue has been
examined by the Assessing Officer during the course of assessment proceedings and
only after examination/verification of the relevant documents filed by the assessee,
the Assessing Officer accepted the plea of the assessee that no disallowance u/s 14A
is required to be made in respect of interest in respect of earning of exempt income
as the assessee has not received any exempt income during the year. In our view, the
PCIT has wrongly exercised his powers u/s 263 of the Act for the reason that there
is no exempt income to the assessee during the instant year and therefore, the order
passed by the Assessing Officer u/s 143(3) dated 24.11.2017 is neither erroneous nor
prejudicial to the interest of the Revenue. The view taken by the Assessing Officer
finds support from the decision Godrej & Boyce Mfg. Co. Ltd. v. Dy. CIT [2010]
328 ITR 81 (Bom) wherein the Hon’ble High Court held that no disallowance is to be
made where assessee has not earned any exempt income. Similarly in the case of
CIT vs. Chettinad Logistics (P) Ltd. [2017] 80 taxmann.com 221(Madras), it has been
held that where the assessee has not earned any exempt income, provisions of section

14A could not be invoked. Therefore, considering the facts of the assessee and the
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decisions laid down by the Hon’ble High Courts, we are inclined to quash the

revisionary proceedings as well as the order u/s 263 passed by the PCIT.

5. In the result, the appeal of the assessee is allowed.

Order pronounced in the open court on 01.02.2022.

Sd/- Sd/-
(SANJAY GARG) (RAJESH KUMAR)
JUDICIAL MEMBER ACCOUNTANT MEMBER

Kolkata, Dated: 01.02.2022.
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