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आदेश/O R D E R 
 

PER SHRI KUL BHARAT, JUDICIAL MEMBER:- 
 

 This appeal by the assessee is directed against the order of the 

learned Commissioner of Income-tax (Appeals)-6, Ahmedabad dated 

29.06.2012, pertaining to Assessment Year 2009-10. 

 

2. The assessee has raised following concise grounds of appeal:- 
 

1. In law and in the facts and circumstances of the appellant's case, the 
learned CIT(A) has grossly erred in holding that the first ground of 
the appellant's appeal challenging the validity of the assessment 
order impugned before him was general in nature and therefore, not 
required to be adjudicated upon by him.  
 

2. In law and in the facts and circumstances of the appellant's case, the 
learned CIT(A) has grossly erred in upholding the disallowance of 
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expenditure of Rs.14,71,507 (Interest Rs.3,94,655 plus 
Administrative Expenditure Rs.1 1,26,552 minus Rs. 50,000 suo 
motu disallowed by the appellant) made by the learned Assessing 
Officer u/s. 14A read with Rule 8D of the Income-tax Rules, 1962. 

 
3. In law and in the facts and circumstances of the appellant's case, the 

learned CIT(A) has grossly erred in upholding disallowance of 
depreciation of Rs.151/- on the Membership Card of the Ahmadabad 
Stock Exchange. 

 
4. In law and in the facts and circumstances of the appellant's case, the 

learned CIT(A) has grossly erred in upholding, the disallowance of 
prior period expenses of Rs.9,10,350/- made by the learned 
Assessing Officer. 

 
5. In law and in the facts and circumstances of the appellant's case, the 

learned CIT(A) has grossly erred in dismissing Ground No. 8 of the 
appellant's appeal challenging levy of interest u/s.234A, 234B, 
234C and 234D on the ground that the levies were mandatory. He 
ought to have appreciated, inter alia, that even if it were assumed 
that the levies were mandatory, they were not universal and that the 
appellant's case being covered by the ratio of the decision of the 
Gujarat High Court in Bharat Machinery and Hardware Mart's 
case (136 ITR 875) and of the decision of the ITAT, Delhi Bench in 
Haryana Warehousing Corporation v. DCIT [252 ITR (AT.) 34], 
the levies deserved to be cancelled. 

 
6. In law and in the facts and circumstances of the appellant's case, the 

learned CIT(A) has grossly erred in dismissing as premature 
Ground No. 9 of the appellant's appeal challenging initiation of 
penalty proceedings u/s. 271(1)(c). He ought to have appreciated, 
inter alia, that in the peculiar facts and circumstances of the 
appellant's case, there being absolutely no warrant/justification for 
initiating the penalty proceedings, he ought to have ordered for their 
being dropped, thereby saving both the appellant and the 
Department from long drawn unnecessary litigation. 

 
7.  The appellant craves leave to add, amend and/or alter the ground or 

grounds of appeal either before or at the time of hearing of the 
appeal. 
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3. Before us, the first ground of concise grounds is not pressed by 

the ld. Counsel for the assessee; therefore, the same is dismissed as not 

pressed.  

 

4. Ground No. 2 is against the disallowance made u/s 14A read 

with Rule 8D of the Income-tax Rules, 1962.  Briefly stated facts are 

that the case of the assessee was picked up for scrutiny assessment and 

the assessment u/s.143(3) of the Income-tax Act, 1961 (hereinafter 

referred to as “the Act”) was framed vide order dated 28.12.2011. 

While framing the assessment, the Assessing Officer made 

disallowance of Rs.14,71,507/-, being the expenditure on the interest 

and administrative component related to exempt income, while 

computing disallowance under Rule 8D of the Income-tax Rules, 1962.  

The assessee aggrieved by this disallowance preferred an appeal 

before the ld. CIT(A) who, after considering the submissions, 

confirmed the disallowance.  Now the assessee is in further appeal 

before us.  

 

4.1. The ld. Counsel for the assessee submitted that the authorities 

below were not justified in making the disallowance and confirming 

the same.  The ld. Counsel for the assessee reiterated the submissions 

as were made in the chart submitted during the course of hearing.  It is 

submitted by the ld. Counsel that the assessee was having sufficient 

interest free funds; therefore, the Assessing Officer was not justified in 

making the disallowance.  Further, the ld. Counsel for the assessee 

submitted that the assessee had made disallowance of Rs.50,000/-.  

The Assessing Officer has not given any finding as to how the 
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disallowance made by him is justified. The ld. Counsel for the assessee 

placed reliance on the decisions of the Co-ordinate Bench of the 

Tribunal rendered in the case of Sirhind Steel Ltd vs. ACIT in ITA 

No.362/Ahd/2012 dated 29.09.2015, Safal Reality Pvt Ltd vs. ACIT 

(OSD) in ITA No.2334/Ahd/2012 & 1842/Ahd/2013 dated 29.11.2013 

and the judgment of Hon’ble jurisdictional High Court in the case of 

CIT vs. Torrent Power Ltd, [2014] 44 taxmann.com 441.   

 

4.2 On the contrary, ld. Sr. Departmental Representative has 

supported the orders of the authorities below and submitted that there 

is no illegality in to the orders passed by the authorities below.  

 

4.3 We have heard the rival contentions and perused the material on 

record. The ld. CIT(A) has decided the issue as under:- 

“3.3 I have considered the facts of the case; assessment order and 
appellant's written submission. Assessing officer made disallowance of 
expense relating to exempt income. Such disallowance was considered 
necessary out of interest and other expenses as per rule 8D r.w.s. 
14A(2) treating the same as relating to investment resulting in exempt 
income. Now rule 8D is held to be applicable with effect from 
assessment year 2008-09 by Bombay High Court. It is not in dispute 
that appellant earned exempt income in the form of dividend on 
investment of more than RS 22.53 crores. Appellant incurred 
substantial employees' remuneration and other administrative 
expenses, part of which may relate to investment resulting In exempt 
income. Similarly payment of interest will also partly relate to 
investment resulting in exempt income therefore disallowance under 
section 14 A on account of interest and other expenses are necessary. 

Coming to the method of computation of disallowance under 
section 14 A, assessing officer disallowed expenses relatable to exempt 
income as per rule 8D. For interest, proportionate expense is 
disallowable whereas for other expenses .5% of investment value is 
disallowable. Considering the fact those appellant claimed huge 
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administrative and other expenses, the disallowance of administrative 
expenses made by the assessing officer @.5% of investment resulting in 
exempt income is reasonable. From the size of the balance sheet and 
application of funds, it is clear that part of expenses is relatable to 
investment resulting in exempt income. In view of this the addition@ 
.5%of investment as provided in rule 8D made by the assessing officer 
is confirmed. 

As regards interest, appellant had borrowed funds on which 
interest was paid. While making investments, both borrowed funds as 
well as own funds were used hence one cannot say that borrowed funds 
were used only for business purpose and capital raised was only used 
for investment. Even otherwise, assessing officer has taken only that 
part of interest paid for general borrowings not made for any specific 
purpose. I do not agree with the appellant that net interest should only 
be considered while making disallowance of interest. Since the interest 
disallowance is made in the proportion of exempt investment to total 
assets of the business, gross interest paid has to be considered. Since 
funds were utilised from the common pool for both taxable and exempt 
activities, exact source cannot be determined. Therefore in the absence 
of clear cut details of utilization of funds, the formula given in rule 8D 
is most appropriate method. Judicial decisions referred by the appellant 
are relating to assessment years prior to 2008-09 when the rule 8D was 
not mandatory. Since rule 8D is mandatory this year, these decisions 
do not help appellant. Since assessing officer worked out interest 
disallowance as per the formula given in rule 8D, the interest 
disallowance is confirmed.”. 

 

The contention of the assessee is two folds. Firstly, with regard 

to the interest, it is submitted that the interest free funds were 

available at Rs.119 crores, out of which the assessee has made 

investment of Rs.22.54 crores.  Secondly, the interest income was 

Rs.10.99 crores, whereas the interest expense was Rs.2.97 crores. Net 

interest income claimed to be reported at Rs.8.01 crores.  It is 

contended that when there is no net interest expenditure, no 

disallowance can be made.  In this regard, reliance has been placed on 

the decisions of Co-ordinate Bench rendered in the case of M/s. Trade 
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Appartment Limited in ITA No.1277/Kol/2011 and Safal Reality Pvt 

Ltd vs. ACIT in ITA No.2334/Ahd/2011 dated 29.11.2013.  We find 

that the Co-ordinate Bench in the case of Safal Reality Pvt Ltd (supra) 

has held as under:- 

 

“5. We have heard both the sides at some length. We have also carefully 
perused the orders of the authorities below in the light of the above 
compilation filed. Once, the factual position is that the assessee was 
having sufficient own funds, as demonstrated before us which were 
stated to be utilized for the investment in capital of the partnership firm 
then it is unfair on the part of the Revenue Department to presume that 
the borrowed capital was utilized for the purpose of investment in the 
firm to earn the exempted income for A.Y. 2008-09. The main 
provisions of Section 14A are to be applied. Further Rule 8D (1) reads 
as follows:  

“Where the Assessing Officer, having regard to the accounts of 
the assessee of a previous year, is not satisfied with-  
(a) the correctness of the claim of expenditure made by the 
assessee; or  
(b) the claim made by the assessee that no expenditure has been 
incurred, in relation to income which does not form part of the  
total income under the Act for such previous year, he shall 
determine the amount of expenditure in relation to such income 
in accordance with the provisions of sub-rule (2). ”  

 
5.1 As per this Rule, as reproduced above, the AO has to determine the  
disallowance having regard to the accounts of the assessee to satisfy 
himself in respect of the claim of expenditure made by the assessee as 
well as in respect of the claim whether any expenditure was incurred in  
relation to the income which does not form part of the total income; 
hence, exempt under the Act. The AO is first required to determine the  
amount of expenditure in relation to such exempted income. We have  
also noted that even for A.Y. 2008-09 the Respected Co-ordinate Bench  
‘D’ ITAT Ahmedabad in the case of Karnavati Petrochem Pvt. Ltd. 
(supra) has held as under:  
 

“We have heard the rival submissions and perused the material 
 on record. We find that CIT(A) while granting relief to the 
 Assessee has given a finding that no nexus has been established 
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 by the AO which the amount incurred by the Assessee for 
 earning the tax free income. He has further noted that in the 
Assessee’s case the interest income was more than interest 
expense and thus the Assessee was having net positive interest 
income and therefore the same cannot be considered for 
disallowance and for which he place reliance on the decision of 
Kolkata Tribunal in the case of TradingApartment Limited and 
the decision of Tribunal in the case Morgan Stanley India 
Securities Private Limited. He however considered the 
administrative expenses to be 0.5% of the average investments 
and disallowed the same.”  

 
5.2  To complete this order, we deem it proper to reproduce a portion of 
the order of Hon’ble Delhi High Court pronounced in the case of 
Maxopp Investment Ltd. and Others Vs. CIT as follows:  
 

“Sub-s. (2) of s. 14A provides the manner in which the AO is to 
determine the amount of expenditure incurred in relation to 
income which does not form part of the total income. However, if 
one examines the provision carefully, one would find that the AO 
is required to determine the amount of such expenditure only if 
the AO, having regard to the accounts of the assessee, is not 
satisfied with the correctness of the claim of the assessee in 
respect of such expenditure in relation to income which does not 
form part of the total income under the Act. In other words, the 
requirement of the AO embarking upon a determination of the 
amount of expenditure incurred in relation to exempt income 
would be triggered only if AO returns a finding that he is not 
satisfied with the correctness of the claim of the assessee in 
respect of such expenditure.  
 
Sub-s. (3) is nothing but an offshoot of sub-s. (2) of s. 14A. Sub-
s. (3) applies to cases where the assessee claims that no 
expenditure has been incurred in relation to income which does 
not form part of the total income under the Act. In other words, 
sub-s. (2) deals with cases where the assessee specifies a positive 
amount of expenditure in relation to income which does not form 
part of the total income under the Act and sub-s. (3) applies to 
cases where the assessee asserts that no expenditure had been 
incurred in relation to exempt income. In both cases, the AO, if 
satisfied with the correctness of the claim of the assessee in 
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respect of such expenditure or no expenditure, as the case may be, 
cannot embark upon a determination of the amount of 
expenditure in accordance with any prescribed method, as 
mentioned in sub-s. (2) of s. 14A. It is only if the AO is not 
satisfied with the correctness of the claim of the assessee, in both 
cases, that the AO gets jurisdiction to determine the amount of 
expenditure incurred in relation to such income which does not 
form part of the total income under the Act in accordance with 
the prescribed method, the prescribed method being the method 
stipulated in r. 8D. While rejecting the claim of the assessee with 
regard to the expenditure or no expenditure, as the case may be, 
in relation to exempt income, the AO would have to indicate 
cogent reasons for the same. It is, therefore, clear that 
determination of the amount of expenditure in relation to exempt 
income under rule 8D would only come into play when the 
Assessing Officer rejects the claim of the assessee in this regard. 
If one examines sub-rule (2) of rule 8D, the method for 
determining the expenditure in relation to exempt income has 
three components. The first component is the amount of 
expenditure directly relating to income which does not form part 
of the total income. The second is being computed on the basis of 
the formula given therein in a case where the assessee incurs 
expenditure by way of interest which is not directly attributable 
to any particular income or receipt. The formula essentially 
apportions the amount of expenditure by way of interest (other 
than the amount of interest included in clause (i) incurred 
during the previous year in the ratio of the average value of 
investment, income from which does not or shall not form part of 
the total income, to the average of the total assets of the assessee. 
The third component is an artificial figure-one half percent of the 
average of the investment, income from which does not or shall 
not form part of the total income, appearing in the balance-sheets 
of the assessee, on the first day and the last day of the previous 
year. It is the aggregate of these three components which would 
constitute the expenditure in relation to exempt income and it is 
this amount of expenditure which would be disallowed under 
section 14A of the Act. It is, therefore, clear that in terms of the 
rule, the amount of expenditure in relation to exempt income has 
two aspects- (a) direct, and (b) indirect. The direct expenditure is 
straightaway taken into account by virtue of clause (i) of sub-
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rule(2) of rule 8D. The indirect expenditure, where it is by way of 
interest, is computed through the principle of apportionment.  
 
Section 14A even prior to the introduction of sub-sections (2) 
and (3) would require the Assessing Office to first reject the 
claim of the assessee with regard to the extent of such 
expenditure and such rejection must be for disclosed cogent 
reasons. It is then that the question of determination of such 
expenditure by the Assessing Officer would arise. The 
requirement of adopting a specific method of determining such 
expenditure has been introduced by virtue of sub-section (2) of 
section 14A. Prior to that, the assessee was free to adopt any 
reasonable and acceptable method. So, even for the pre-rule 8D 
period, whenever the issue of section 14A arises before an 
Assessing Officer, he has, first of all, to ascertain the correctness 
of the claim of the assessee in respect of the expenditure incurred 
in relation to income which does not form part of the total income  
under the Act. Even where the assessee claims that no 
expenditure has been incurred in relation to income which does 
not form part of the total income, the Assessing Officer will have  
to verify the correctness of such claim. In case, the Assessing 
Officer is satisfied with the claim of the assessee with regard to 
the expenditure or no expenditure, as the case may be, the 
Assessing Officer is to accept the claim of the assessee in so far as 
the quantum of disallowance under section 14A is concerned. In 
such eventuality, the Assessing Officer cannot embark upon a 
determination of the amount of expenditure for the purposes of 
section 14A (1). In case, the Assessing Officer is not, on the basis 
of the objective criteria and after giving the assessee a reasonable 
opportunity, satisfied with the correctness of the claim of the 
assessee, he shall have to reject the claim and state the reasons for 
doing so. Having done so, the Assessing Officer will have to 
determine the amount of expenditure incurred in relation to 
income which does not form part of the total income under the 
Act. He is required to do so on the basis of a reasonable and 
acceptable method of apportionment.”  

 
5.3 Under the totality of the facts and circumstances of the case, we are 
of the considered opinion that when the interest income was more than 
the interest expenditure then the AO was not justified to invoke the 
provisions of Section 14A read with Rule 8D of IT Act. We hereby 
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reverse the findings of the authorities below and direct to delete the 
disallowance.”  

 

 

4.4. In the present case, the Revenue has not rebutted the contention 

of the assessee that the interest income was more than interest 

expenditure; therefore, respectfully following the aforesaid decision of 

Co-ordinate Bench in the case of Safal Reality Pvt Ltd (supra), we 

hereby direct the Assessing Officer to delete the disallowance made 

towards interest expenditure.  
 

4.5 In respect of the disallowance made on administrative expenses, 

the ld. Counsel for the assessee has placed reliance on the decision of 

Co-ordinate Bench in the case of Sirhind Steel Ltd vs. ACIT in ITA 

No.362/Ahd/2012, in support of the contention that the Assessing 

Officer ought to have recorded satisfaction how the estimation of the 

assessee that it incurred a sum of Rs.50,000/- earning exempt income 

was not correct. We find that the Co-ordinate Bench in the case of 

Sirhind Steel Ltd (supra), while deciding the identical issue, has held 

as under:- 

“6. We have carefully considered the arguments of both the sides and 
perused the material placed before us.  We find that the Hon’ble 
Jurisdictional High Court in the case of India Geltine and Chemicals 
Ltd (Supra) reproduced the order of the ITAT, wherein the ITAT  has 
allowed the relief on the identical facts.  The concluding paragraph of 
the ITAT was as under:- 
 

“9.  We find that the Assessing Officer as well as the 
Commissioner of Income Tax (Appeals) could not pinpoint any 
error in the computation of disallowance made by the assessee of 
Rs.2,00,000/- in earning tax free divided income.  In the 
circumstances, in our considered opinion, disallowance of 
Rs.6,22,228/- could not have been made by the Assessing Officer 
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and confirmed by the Commissioner of Income Tax (Appeals).  
Our above view finds support from the decision of the Hon’ble 
Delhi High Court in the case of CIT vs. Consolidated Photo & 
Finvest Ltd. (2012) 211 Taxman 184 (Del.). Therefore, we set 
aside the orders of lower authorities and delete the disallowance 
of Rs.6,22,228/-.  Thus, ground no.1 of appeal of the assessee is 
allowed.” 

 
7. The above finding of the ITAT was approved by their Lordships 
of Hon’ble Jurisdictional High Court with the following observations:- 
 

“We are in complete agreement with the view taken by the 
learned Tribunal and the reasons given by the learned Tribunal 
while deleting the disallowance of interest expenses under 
Section 14A of the Act.” 

 
8. The ITAT, Ahmedabad Bench in the case of Dynemic Products 
Limited (supra) held as under:- 
 

“8. From the above, it is evident that in the first paragraph, 
the Assessing Officer has recorded the finding that some 
disallowance u/s 14A of the Income-tax Act is warranted. In 
paragraph 2, the Assessing Officer has recorded that the assessee 
has offered the expenses of Rs.18,43,737/- as expenditure 
incurred for earning of exempt income and added back the same 
to the total income. In the third paragraph, the Assessing Officer 
rejected the assessee’s claim on the ground that the disallowance 
is to be made as per Rule 8D of the Income-tax Rules. In our 
opinion, the disallowance is to be made as per Rule 8D only after 
the Assessing Officer records his satisfaction that the amount of 
expenditure claimed to have been incurred by the assessee for the 
purpose of earning of exempt income is incorrect. The claim of 
the assessee cannot be said to be incorrect merely on the ground 
that the working of the expenditure has not been made by the 
assessee as per Rule 8D.  If the interpretation of the Assessing 
Officer is accepted, then the working of disallowance under Rule 
8D would come compulsory making the provisions of Section 
14A(2) as well as Rule 8D(1) redundant. The Assessing Officer 
has not given any other reason for not accepting the assessee’s 
working of the expenditure claimed to have been incurred for 
earning of exempt income. Therefore, we are of the opinion that 
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no satisfaction was recorded by the Assessing Officer for 
rejecting the assessee’s claim with regard to expenditure incurred 
for earning of exempt income. Without recording such 
satisfaction, the Assessing Officer cannot proceed to compute the 
disallowance as per Rule 8D(2).  In view of above, we delete the 
addition made by the Assessing Officer u/s 14A read with 8D(2) 
of the Income-tax Rules.”  

 
 

9. On the facts of the assessee’s case, both the above decisions, i.e., 
the decision of Hon’ble Jurisdictional High Court as well as ITAT 
would be squarely applicable.  In this case also, the Assessing Officer 
has not recorded any satisfaction how the estimate of the assessee that it 
incurred a sum of Rs.75,000/- for earning the exempt income was 
incorrect.  The Assessing Officer can proceed to work out the 
disallowance under Rule 8D only after his satisfaction that the 
disallowance offered by the assessee is not correct.  In fact, the 
Assessing Officer has not discussed at all that the sum of Rs.75,000/- is 
already offered by the assessee as expenditure incurred for earning of 
exempt income.  He simply proceeded to make the disallowance u/s 14A 
read with Rule 8D of the Income-tax Act.  As held by the ITAT, 
Ahmedabad Bench and the Hon’ble Jurisdictional High Court that 
unless the Assessing Officer record his satisfaction disputing the 
correctness of the claim of the assessee in respect of such expenditure, 
he cannot proceed to work out the disallowance under Rule 8D.  
Admittedly, no such satisfaction is recorded by the Assessing Officer.  
He, in fact, did not notice that any disallowance was already made by 
the assessee.  The CIT(A) took note of the disallowance made by the 
assessee, but he simply gave the set off of such disallowance made by the 
assessee. In view of above, in our opinion, the Assessing Officer was 
not justified in computing the disallowance under Rule 8D.  
Accordingly, we, respectfully following the decision of Hon’ble 
Jurisdictional High Court in the case of India Geltine and Chemicals 
Ltd (Supra) and ITAT in the case of Dynemic Products Limited 
(supra), delete the disallowance sustained by the CIT(A) and allow 
Ground Nos.1 & 2 of the assessee’s appeal. ” 

 

4.6 In the present case also there is no material on record to suggest 

that the Assessing Officer has recorded any satisfaction with regard to 

the correctness of the expenditure as claimed by the assessee.  
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Therefore, respectfully following the decision of Co-ordinate Bench in 

the case of Sirhind Steel Ltd (supra), we hereby direct the Assessing 

Officer to delete the disallowance made under Rule 8D in respect of 

the administrative expenditure qua the income not forming part of the 

total income of the assessee.  Thus, this ground of the assessee’s appeal 

is allowed.  

 

5. In respect of Ground No.3, it is submitted by the ld. Counsel for 

the assessee that the issue is squarely covered in favour of the assessee 

by the decision of Tribunal in assessee’s own case for Assessment Year 

2008-09 in ITA No.1718/Ahd/2011.  On the contrary, ld. Sr. DR has 

supported the orders of the authorities below.   

 

5.1 We have heard the rival contentions and perused the material on 

record. We find that the Co-ordinate Bench in assessee’s own case in 

ITA No.1718/Ahd/2011, has decided the issue in favour of the 

assessee by observing as under:- 

 

“13. The assessee’s next ground raised in the instant appeal challenges 
disallowance of depreciation on Ahmedabad Stock Exchange card of 
Rs.141/- made in the course of assessment and affirmed in the lower 
appellate proceedings.  Both the lower authorities hold that stock exchange 
membership card is not an eligible asset u/s 32 of the Act as held by hon’ble 
Bombay high court in M/s. Technoshares and Stocks Ltd. Vs. CIT 193 
Taxman 248.  The CIT(A) observes that the hon’ble apex court has reversed 
the above stated decision as reported in 327 ITR 323 with a rider that the 
same relates to Bombay Stock Exchange card only.  He reproduces relevant 
portion of this judgment as well.  However, the Revenue fails to point out 
any distinction between the assessee’s Ahmedabad Stock Exchange card 
and relevant features of Bombay Stock Exchange card.  Nor such a 
distinction is forthcoming from hon’ble apex court decision.  We find that a 
co-ordinate bench of the tribunal in case of assessee’s sister concern’s case 
M/s. Edelweiss Stock Broking Ltd. Vs. CIT, ITA No. 1168/Ahd/2011 
decided on 11.07.2014 for AY 2006-07 grants identical depreciation relief.  
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We also draw support therefrom for allowing the impugned depreciation 
claimed.  This ground is accepted.” 

 

5.2 The Revenue has not placed any contrary material on record to 

rebut the aforesaid submission of the ld. Counsel for the assessee. 

Therefore, this ground of appeal is allowed and the Assessing Officer 

is directed to delete the disallowance in question.  

 

6. Ground No.4 is against the disallowance of prior period 

expenses of Rs.9,10,350/-.  The ld. Counsel for the assessee submitted 

that the authorities below were not justified in making the 

disallowance when the corresponding income has been duly offered 

for taxation.  On the contrary, ld. Sr. Departmental Representative has 

opposed the submissions of the ld. Counsel and submitted that the 

assessee has failed to support its contention by placing demonstrative 

evidences; therefore, the authorities below were justified in making the 

disallowance.   

 

6.1 We have heard the rival contentions and perused material on 

record. We find that the ld. CIT(A), on finding of facts in paragraph 8.2 

of his order, has observed as under:- 

“8.2 I have considered the facts of the case; assessment order and 
appellant's written submission. Prior period expenses are allowable in 
the year in which the same are crystallized. Appellant has not given 
details to the AO. No such details were filed in the appeal hearing also. 
Only mention of certain items of expenses is there, in absence of details 
and vouchers etc, one cannot reach to the conclusion that these 
expenses were crystallised during the year. It is not at all in dispute 
that only those expenses which were crystallised during the current 
year are allowable but onus to prove that prior period expenses were 
crystallised during the year is on the appellant because appellant has 
the details and not the Department. In the absence of details of prior 
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period expenses, simple mention of the nature of these expenses will not 
serve the purpose. I agree with the appellant that assessing officer 
should have discussed this issue in the assessment order before making 
the disallowance. However this omission on the part of assessing officer 
will not entitle appellant the claim of prior period expenses which are 
not allowable from current year's income. Therefore the disallowance 
made by the assessing officer in respect of prior period expenses is 
confirmed.    

Appellant's argument of reducing prior period income from these 
expenses is not correct because the nature of income and expenses are 
different and the same cannot be netted. Whereas only current year's 
expense are allowed under section 37 (1) of IT act, prior period 
expenses not crystallized during the year are not allowable. As regard 
prior period income, if appellant wanted the same to be excluded from 
this year’s income, it should have given details in this regard.  In 
absence of necessary details and evidences, the prior period expenses are 
not allowable and similarly these cannot be set off against prior period 
income.  This ground is therefore rejected.”  

 

6.2 The above finding of the ld. CIT(A) is not rebutted by the 

assessee by placing any contrary material on record.  Even before the 

Tribunal also the assessee has failed to place on record any material 

suggesting that the expenditure related to prior period was 

crystallized in the present year and the assessee has offered 

corresponding income in the earlier years.  In the absence of such 

material evidence, we do not see any reason to interfere with the order 

of the ld. CIT(A) and the same is upheld.  This ground of the assessee’s 

appeal is rejected.  

 

7. Ground No.5 is in respect of levy of interest u/s 234A, 234B, 

234C and 234D of the Act.  The same is consequential in nature and 

accordingly, this ground of the assessee’s appeal is rejected.  

 



TAXPUNDIT.O
RG

ITA No. 1841/Ahd/2012  

 Edelweiss Financial Advisors Ltd vs. Jt. CIT 

AY : 2009-10 
 

16                 

 
 

8. Ground No.6 is against initiation of penalty proceedings u/s 

271(1)(c) of the Act.  This ground, being premature in nature, is also 

rejected.  

9. Ground No.7 is general in nature and needs no separate 

adjudication. 

  

10. In the result, the appeal filed by the assessee is partly allowed as 

indicated above.  

Order pronounced in the Court on 12th of April, 2016 at Ahmedabad. 
 

 
 

      Sd/-                Sd/- 
 

(ANIL CHATURVEDI) 
ACCOUNTANT MEMBER 

(KUL BHARAT) 
JUDICIAL MEMBER 

Ahmedabad;       Dated   12/04/2016                                               
*Biju T. 

 
 

आदेश क" �#त%ल&प अ'े&षत/Copy of the Order forwarded  to :   
1. अपीलाथ� / The Appellant  

2. ��यथ� / The Respondent. 

3. संबं!धत आयकर आयु#त / Concerned CIT 

4. आयकर आयु#त(अपील) / The CIT(A) 

5. &वभागीय ��त�न!ध, आयकर अपील�य अ!धकरण, अहमदाबाद / DR, ITAT, Ahmedabad 

6. गाड� फाईल / Guard file. 

 

आदेशानसुार/ BY ORDER, 

TRUE COPY 
उप/सहायक पजंीकार (Dy./Asstt.Registrar) 

आयकर अपील
य अ�धकरण, अहमदाबाद /  ITAT, Ahmedabad 
 

  




