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1. Aforesaid appeal by assessee for Assessment Year (AY) 2013-14
arises out of order of learned Commissioner of Income-Tax (Appeals)-
48, Mumbai [CIT(A)], dated 07/07/2020 in the matter of assessment
framed by Ld. Assessing Officer (AO) u/s 153A r.w.s. 143(3) on
25/05/2019. The only grievance of the assessee is disallowance u/s 14A.



2. Having heard rival submissions and after careful consideration of
material on record, our adjudication to the subject matter of appeal would
be as given in succeeding paragraphs.

3. The material facts are that the assessee being resident corporate
assessee is state to be engaged as real estate developer. It earned
exempt income of Rs.13.74 Lacs including exempt income from
partnership firms. The assessee offered suo-moto disallowance u/s 14A
for Rs.3.35 Lacs in the computation of income. The said disallowance
was computed @0.5% on investment made in equity shares and
preference shares. During assessment proceedings, the assessee
submitted that no expenditure was incurred to earn the exempt income.
However, not satisfied, Ld. AO, applying Rule 8D, compute indirect
expenditure disallowance u/r 8D(2)(iii) @0.5% of average investments
held by the assessee While computing the average investments, Ld. AO
included the investment made in partnership firms also. The
disallowance came to Rs.13.07 Lacs and after reducing suo-moto
disallowance of Rs.3.35 Lacs, Ld. AO computed additional disallowance
of Rs.9.72 Lacs and added the same to the income of the assessee.

4.  During appellate proceedings, the assessee submitted that exempt
income was received on certain mutual funds which were redeemed
during the year. However, from partnership firm, the assessee’s had
received share of loss of Rs.4,109/- and therefore, these investments
were to be excluded. However, not convinced, Ld. CIT(A) confirmed the
disallowance. Aggrieved, the assessee is in further appeal before us.

5.  We find that it is undisputed fact that the assessee has received
loss of Rs.4,109/- from partnership firm and has not received any exempt

income from the firm. It is settled legal position that to compute



disallowance u/s 14A, only those investments are to be considered
which have yielded any exempt income during the year. Since the
assessee has not earned any exempt income from partnership firm, the
same has rightly been excluded while computing the disallowance.
Therefore, the additional disallowance as computed by Ld. AO is not
sustainable in law. We order so,

6. The appeal stand allowed.

Order pronounced on 1% October, 2021.
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