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ACA/ORDER

Per Amarjit Singh (AM):

This appeal filed by the assesse is directed against the order
passed by the 1d. CIT(A)-51, Mumbai, dated 14.12.2022 for A.Y. 2017-

18. The assessee has raised the following grounds before us:

“I. On the facts and circumstances of the case as well as in law, the Learned
CIT(A) has erred in disallowing expenses of Rs.30,00,355/- u/s.14A of
the Income Tax Act, 1961, without considering the facts and
circumstances of the case.

2. The appellant craves leave to add, amend, alter or delete the said ground
of appeal.”
2. The assessment u/s 143(3) of the Act in the case of the assessee

was finalised on 14.10.2019. During the course of assessment the

assessing officer noticed that assesse has earned dividend income of
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Rs.30,00,355/- which was claimed as exempt income. The assessing
officer further noticed that assessee has not made any disallowance u/s
14A r.w. rule 8D for earning the aforesaid exempt income. Therefore,
the assessing officer has computed the disallowance as per Sec. 14A
r.w. Rule 8D to the amount of Rs.66,82,000/- and restricted the same
to the extent of exempt income of Rs.30,00,355/- and added to the total

income of the assessee.

3.  The assesse filed the appeal before the 1d. CIT(A). The 1d. CIT(A)

has dismissed the appeal of the assessee.

4. During the course of appellate proceedings before us the 1d.
Counsel referred page no. 52 of the paper book pertaining to notes to
financial statement and contended that the investment on which the
assessee has earned dividend income was only 5712 lacs as on
31.03.2017 and Rs.3381.75 lacs as on 31.03.2016. Similarly, the 1d.
Counsel also referred financial statement pertaining to F.Y. 2014-15 to
F.Y. 2015-16. The 1d. Counsel further submitted that while computing
disallowance the assessing officer has not considered the average value

of the investment on which the assessee has earned the exempt income.

On the other hand, the Id. D.R supported the order of lower

authorities.

S. Heard both the sides and perused the material on record. On
perusal of the assessment order it is observed that assessing officer has
suo moto calculated disallowance u/s 14A r.w.Rule 8D after taking into
account average value of investment to the amount of Rs.6681.53 lacs
without considering average value of investment which yielded exempt
income during the year under consideration. The Hon’ble Delhi High
Court in the case of Cargo Motors (P) Ltd. Vs. DCIT (2022) 145
taxman.com 641 (Delhi) held that for purpose of making disallowance

of expenses under section 14A as per rule 8D, only those investment
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were to be considered for computing average value of investment which
yielded exempt income during relevant assessment year. Therefore, we
restore this issue to the file of the assessing officer for computing the
disallowance u/s 14A r.w.Rule 8D after examination of the relevant
details filed by the assessee on the basis of average investment which
yielded exempt income to the assessee. Therefore, ground of appeal of

the assessee is allowed for statistical purposes.

6. In the result, the appeal of the assessee is allowed for statistical

purposes.

Order pronounced in the open court on 26.07.2023

Sd/- Sd/-
(Aby T Varkey) (Amarjit Singh)
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