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O R D E R 

Per Shri A.K. Garodia, Accountant Member 

Out of these two appeals, one appeal for Assessment Year 2004-05 is filed by 

assessee and the second appeal for Assessment Year 2005-06 is filed by revenue 

and both these appeals were heard together and are being disposed of by way of 

this common order for the sake of convenience. 
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2. First we take up the appeal of the assessee for Assessment Year 2004-05.  

The grounds raised by the assessee are as under. 
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3. It was submitted by ld. AR of assessee that ground nos. 1, 2 and 3 are general 

which require no separate adjudication.  Thereafter, he submitted that the 

remaining grounds are in respect of various disallowances on ad hoc basis.  In 

this regard, he drawn our attention to page no. 3 Para nos. 6 to 8 of the order of 

CIT (A) and pointed out that in these paras, it is noted by CIT (A)  that the 

assessee has not produced books of accounts with supporting evidence in the 

form of bills, vouchers, invoices etc.  Thereafter, he submitted that division-wise 

copy of trading and P & L account for year ending 31.03.2004 is available on 

pages 228 to 235 of paper book.  He drawn our attention to page no. 233 of 

paper book containing P & L account for this year and pointed out that the 

assessee has debited an amount of Rs. 37,02,198.78 under the head travelling 

expenses.  He submitted that this issue is not pressed by him and this 

disallowance may be upheld.  He also submitted that in the interest of justice, 

the matter maybe restored back to the file of AO for fresh decision and if this is 
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done, then assessee will produce all relevant materials and evidence before the 

AO.  The ld. DR of revenue supported the order of authorities below. 

 

4. We have considered the rival submissions.  We find that the AO has computed 

the income by making disallowance of depreciation in respect of television, 

mobile, walker and watch by holding that these assets were for the personal 

use of the assessee and his family members and depreciation cannot be 

allowed on these assets out of business income.  Regarding this disallowance 

of depreciation, we find no reason to interfere in the order of CIT(A).  The AO 

has made disallowance of Rs. 4,510/- out of conveyance expenses of which 

Rs. 18,042/- on this basis that most of the expenses were incurred in cash and 

supporting bills / vouchers were not made available and only evidence made 

available was in the form of self made vouchers.  The second disallowance is 

regarding the claim of the assessee for Rs. 5,88,665/- under the head 

miscellaneous expenditure.  The entire amount of this claim was disallowed by 

the AO on this basis that assessee has not substantiated the expenses with 

supporting evidence and entire expenses is incurred in cash and business 

relevance of the same is not known.  In the absence of business relevance, the 

disallowance was made by the AO.  The next disallowance made by him is of 

Rs. 7,899/- out of the claim of assessee of Rs. 31,577/- under the head car 

maintenance expenditure.  The AO held that personal element in the said 

expenditure cannot be ruled out and therefore, he disallowed 25% of the said 

expenses. 

 

5. The next disallowance made by him is of Rs. 25,575/- @ 25% of Rs. 1,02,300/- 

incurred in cash and debited under the head gardening expenses in addition to 

expenses under the same head for which payment was made by cheque of Rs. 

1 lakh.  This disallowance was made for this reason that no supporting 

evidence was produced on the amount incurred in cash. 

 
6. The next disallowance made by the AO is of Rs. 1.50 lakhs out of total claim of 

Rs. 1,73,986/- under the head medical expenditure.  The AO has noted that the 

assessee has admitted that out of these, an amount of Rs. 1.50 lakhs relates to 
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medical expenditure of proprietor and his family and he held that this amount 

can be allowed as business expenditure. 

 
7. The next disallowance made by him is of Rs. 28,563/- being 25% of Rs. 

1,14,255/- under the head consumbales on this basis that there is no evidence 

brought on record to substantiate this claim.   

 
8. The next disallowance made by him of Rs. 97,593/- being 50% of the expenses 

of Rs. 1,95,186/- claimed under the head sales promotion and this disallowance 

is also on the basis that no supporting evidence is produced.   

 
9. The next disallowance made by him is of Rs. 12,222/- being 25% of employees 

welfare expenses claimed at Rs. 48,890/- and this disallowance was also made 

on the same basis that no supporting evidence was produced. 

 
10. Regarding disallowance of Travelling expenses of Rs. 37,02,198/-, the AR of 

assessee has already conceded that this allowance may be confirmed.   

 
11. The next disallowance is of Rs. 6,42,400/- being entire amount claimed under 

the head consultancy charges.  This disallowance is made on this basis that 

looking into the nature of the business and the income under which the 

assessee has claimed this expenditure, it is clear that there is hardly any 

business relevance of these expenses.   

 
12. The next disallowance is of Rs. 4,06,570/- being 20% of Rs. 20,32,850/- 

claimed under the head salary and wages.  This disallowance is made on the 

basis that the assessee was asked to furnish the details of salary expenses but 

the assessee failed to furnish any details in respect of salary and wages 

expenditure against the maintenance income.  The AO has also noted that as 

per the agreement with the tenant, the assessee has to provide security of the 

complex, liftman and cleaning staff for the building and he has held that 

expenses of Rs. 20 lakhs on these heads for a small complex is very high 

because the entire maintenance receipts itself is about Rs. 39 lakhs.  In this 

manner, after making these disallowances, the AO computed the income of 

assessee under maintenance work at Rs. 42,313/- out of gross receipt of Rs. 
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39,56,350/- as against huge loss claimed by the assessee in respect of this 

receipt. Neither before the CIT(A) nor before us, the assessee has produced 

any evidence in support of assessee’s claim and pointed out any defect in the 

assessment order in making these disallowances.  Hence, we find no reason to 

interfere in the order of CIT(A) because the expenses are unsubstantiated and 

the assessee has not established this also that the expenses are reasonable 

and not excessive and the A.O. has disallowed only a small part of such 

unsubstantiated expenses and even after the various disallowances, the 

income assessed at Rs. 42,313/- is only about 1% of the gross receipt of Rs. 

39,56,350/-.. 

13. In the result the assessee’s appeal is dismissed. 

14. Now we take up the appeal of the revenue. The grounds raised by the revenue 

are as under. 

 

 

15. The ld. DR of revenue supported the assessment order whereas the ld. AR of 

assessee supported the order of CIT(A). 

16. We have considered the rival submissions.  We find that the disallowance of 

building depreciation of Rs. 20,97,877/- was deleted by CIT(A) on this basis 
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that no depreciation from the let out property was claimed as  stated by the AO.  

This finding of CIT(A) could not be controverted by ld. DR of revenue and 

therefore, on this aspect, we find no reason to interfere in the order of CIT(A). 

17. The remaining disallowances were made by the A.O. on this basis that the 

assessee could not establish the relevance of these expenses for the activities 

of the assessee for earning income by bringing evidences on record. Some of 

these disallowances are deleted by CIT (A)  without a concrete finding about 

the relevance of these expenses for the activities of the assessee for earning 

income on the basis of any cogent evidences available on record. Similar 

disallowances are already confirmed by us in A. Y. 2004 – 05 and no difference 

in facts is pointed out by the learned AR of the assessee. Hence, we reverse 

the order of CIT (A) in respect of these disallowances except depreciation on 

building and restore the order of the A. O. 

18. In the result, the appeal of the revenue is partly allowed. 

19. In the combined result, the assessee’s appeal is dismissed and the revenue’s 

appeal is partly allowed. 

Order pronounced in the open court on the date mentioned on the caption page. 

 
 
Sd/-            Sd/-   

(VIJAY PAL RAO)           (ARUN KUMAR GARODIA) 
Judicial Member       Accountant Member 
Bangalore,  
Dated, the 27th October, 2017. 
/MS/ 
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