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आदेश / O R D E R 
 

Per Amarjit Singh (AM):  
 

 The present appeal filed by the Revenue is directed against the 

order of ld. CIT(NFAC) of the Income Tax Act, 1961 for A.Y. 2014-15. 

The assessee has raised the following grounds before us:  

“1. Whether, on the facts and in the circumstances of the case and in law, 
the Ld. CIT(A) has erred in deleting the addition made u/s 14A by holding 
that the disallowance u/s 14A cannot exceed the exempt income by 
ignoring the CBDT circular no 5/2014 which is clarificatory in nature?" 

 
2. Whether, on the facts and in the circumstances of the case and in law, 

the Ld. CIT(A) has erred in ignoring the explanation to the section 14A 
introduced w.e.f 01.04.2022 which clearly states that the provisions of 
the section 14A shall apply and shall be deemed to have always applied 
in a case where the income, not forming part of the total income under 
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this Act, has not accrued or arisen or has not been received during the 
previous year relevant to an assessment year and the expenditure has 
been incurred during the said previous year in relation to such income 
not forming part of the total income.?” 

 

2. Fact in brief is that return of income declaring total loss of 

Rs.2,57,04,88,227/- was filed on 31.11.2014. The case was subject to 

scrutiny assessment. The assessment order u/s 143(3) of the Act was 

passed on 30.12.2016. During the course of assessment the assessing 

officer noticed from the detail filed that assessee had invested in 

securities amounting to Rs.3,47,25,00,000/- which generated exempt 

income during the year under consideration. Therefore, the assessing 

officer has computed disallowance u/s 14A r.w.rule 8D to the amount 

of Rs.22,05,00,000/- and added to the total income of the assessee.  

3. The assessee filed the appeal before the ld. CIT(A). The ld. CIT(A) 

has restricted the addition to the extent of exempt income earned by the 

assessee to the amount of Rs.3,91,500/-. 

4. Heard both the sides and perused the material on record. Without 

reiterating the fact as discussed above in this order it is undisputed fact 

that assessee has earned exempt income in the form of dividend of 

Rs.3,91,500/- only during the year under consideration. The ITAT 

Mumbai in the various decision held that the disallowance u/s 14A 

cannot exceed the exempt income earned by the assessee. The Hon’ble 

Supreme Court in the case of PCIT Vs. State of Bank of Patiala held that 

disallowance u/s 14A to be restricted to the amount of exempt income 

earned by the assessee. Further the Hon’ble Delhi High Court in the 

case of Era Infrastructure (I) Ltd. (2022) 141 taxman.com 289 (Del) held 

that amendment made to Sec. 14A cannot presume to be from 

retrospective effect and same is to be applied prospectively. Considering 

the aforesaid findings we don’t find any reason to interfere in the 

decision of ld. CIT(A), therefore, both ground of appeal of the revenue 

dismissed. 
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5. In the result, the appeal of the Revenue is dismissed. 

Order pronounced in the open court on 08.07.2024 

 

   Sd/-       Sd/- 

       (Rahul Chaudhary)                                   (Amarjit Singh) 
        Judicial Member                                  Accountant Member 

 

 
Place: Mumbai 
Date 08.07.2024 
Rohit: PS 
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