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AMAT/ORDER

Per Shri Pavan Kumar Gadale, JM:

The revenue has filed the appeal against the order of CIT(A),
Cuttack, passed in ITAppeal No0.0072/2014-15, dated 07.08.2015,
u/s.143(3) of the Income Tax Act.

2. The revenue has raised the following grounds of appeal :-

“01. Whether in the facts and circumstances of the case, the Ld. First
Appellate Authority is justified in restricting the quantum of addition
/disallowances made by the AO under the different heads of account
such as i) supervision & maintenance — Rs.50,00,000/- ii) Installation &
commissioning : Rs.50,00,000 iii)) salary : Rs.250,000 iv) Business
promotion -Rs.2,50,000 — without assigning any specific reasons —
where as in absence of supporting evidences, the claim of the assessee
could not be accepted as genuine and assessee had failed to make any
effort to show such disallowance as unreasonable.

02. Whether in the facts and circumstances of the case, the Ld. First
Appellate Authority is justified in deleting the additions made by the AO
under the different heads where assessee failed to substantiate the
genuineness of various expenditure claimed in the P&L account in view
of the decision of Hon’ble ITAT Chennai Bench “ A’ in the case of
K.J.Prabhakar Vrs ACIT in ITA No.703(Mds) of 2010 dated 08.07.2011
which has upheld that an estimated 25% of expenditure on travelling,
conveyance, telephone, mobile, vehicle maintenance, etc was justified.
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3. Brief facts of the case that the assessee is in the business of
dealing with scientific equipments and laboratory goods and filed the
return of income electronically on 30.01.2012 with total income of
Rs.1,12,28,068/- and the Return of income was processed u/s.143(1) of
the Act. Subsequently, the case was selected for scrutiny and notice
u/s.143(2) & 142(1) of the Act were issued. In compliance to the same,
the Id. AR appeared from time to time and furnished the details and the
AO observed that though the books of accounts are claimed to have been
maintained by the assessee were never produced for examination and
only account copies were submitted and the AO in the absence of books
of accounts has completed the assessment based on the ledger account
copies of expenses claimed in the profit and loss account and the facts
available on record and made disallowance of supervision and
maintenance charges, installing and commission charges salary and
business promotion expenses aggregating to Rs.1,05,00,000/- and
assessed total income at Rs.2,17,28,070/- and passed order u/s.143(3) of
the Act, dated 25.2.2014.
4. Aggrieved by the order of the AO, the assessee filed an appeal
before the CIT(A). Ld. AR argued the grounds and reiterated the
submissions made before the AO. The Id. CIT(A) considering the findings
of AO and the submissions of the assessee and dealt on the percentage
of the gross profit and the expenses debited to the profit and loss account.
On the disallowances the CIT(A) found that the AO has not considered

the documents produced before him and the same were submitted in the
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appellate proceedings. Further the AO has not given any specific finding
of non-satisfaction and rejection of the books of accounts but has made
an addition on surmise and Id. CIT(A) partly allowed the appeal and
observed at para 5 page 3 of the order as under :-

5. | have carefully perused the assessment order made by
the AO and the submissions made by the appellant. The AO
noted that copies of accounts were produced before him but
complete books of accounts along with supporting bills and
vouchers were not produced before him for verification.
However, the AO had not rejected the book results assessed
the income of the assessee u/s.143(3) of the Act and also
stated that he determined the total income of the assessee as
per the facts available on record. In disallowing the expenses
in adhoc manner as above the AO had stated that the
expenses claimed are considered as excessive but has not
given a finding regarding the nature and excessiveness or any
comparable case for that matter. But the fact remains that the
appellant has not produced bills and vouchers before the AO
to establish the genuineness and quantum of expenses
claimed by him. Under the circumstances and with the fact that
the books of accounts have not been rejected by the AO, the
AO is directed to restrict the disallowance under the head
supervision &maintenance and installation & commissioning to
Rs.10,00,000/- each. The disallowance of salary by
considering the same as excessive would not stand the rigors
of facts because the AO has not further verified how the
payment of salary is considered excessive by him. The AO is
therefore directed to delete the addition made under this head.
The AO has disallowed Rs.2,50,000/- from the claim of sales
promotion expenses by the assessee for not producing the
bills and vouchers supporting the expenses and treated the
same as excessive. Since there has been no specific finding
made by the AO in this issue he is directed to restrict the
disallowance to Rs.50,000/-.”

5. Being aggrieved with the order of CIT(A), the revenue is in appeal
before the Tribunal.

6. Ld. DR argued that the CIT(A) was erred in restricting the
disallowance without any specific reasons and evidence and prayed for

allowing the revenue’s appeal.
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7. None appeared on behalf of the assessee.
8. We heard the submissions of Id. DR and perused the material on
record. Prima facie, as per the assessment order the AO has not rejected
the books of accounts but accepts that Ledger account copies and made
the disallowance. Ld.CIT(A) has considered the facts that the books of
accounts have not been rejected and further the AO has not given any
specific finding in respect of disallowances. We have considered the
apparent facts and material and found that the CIT(A) has dealt
exhaustively on the facts and the findings of AO and passed the reasoned
order which in our opinion cannot be disturbed. Accordingly, we are not

inclined to interfere with the order of CIT(A) and uphold the same.

9. Thus, appeal of the revenue is dismissed.
Order pronounced in the open court on this 27/07/2017.
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