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ORDER

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

CIT(A) dated 17.4.2018 and pertains to A.Y. 2013-14.

2. Grounds of appeal read as under :-

1. The Hon. CIT(A) erred in confirming the disallowance of claim of
Depreciation of Rs.4,18,513/-.

2. The Hon. CIT(A) was not justified in confirming the disallowance of
interest of Rs.1,39,556/-.

3. The Hon. CIT(A) ought to have judiciously interpreted the judgement in
the cases of Virmati Ramkrishna, Eastern Investments Ltd. and Seth R.
Dalmia.

The Appellant craves leave to add, alter or amend the above Grounds of Appeal,
as the Occasion may Demand or circumstances may require.

3. The assessee in this case is an individual and received salary income as
a director in the company and also has shown income from other sources
consisting of bank charges and motor car hire charges. During the inquiry the
Assessing Officer found that the assessee has purchased the car on 24.6.2011.

The car has been given on hire of a company in which the assessee is a
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director. The assessee has shown Rs. 1,80,000/- as hire charges received for
the same. The assessee has adjusted claim of depreciation amounting to Rs.
4,18,513/- against hire charges. The assessee also borrowed Rs. 20 lakhs from
HDFC Bank for purchasing the motor car. The assessee also adjusted interest
expenditure of Rs. 1,39,466/- from the same source. Resultant loss from other
sources was adjusted against salary income. The Assessing Officer proceeded
to disallow interest expenses as well as depreciation. For disallowing
depreciation he gave various reasons like no log book was maintained. The
Assessing Officer also proceeded to hold there was no justification for the
assessee to purchase car to earn mere income and suffer loss. He proceeded to
disallow depreciation as well as interest on the ground that there was no need

purchase for the assessee to engage into the said activity.

4. Upon the assessee’s appeal learned CIT(A) confirmed the order of the

Assessing Officer.

5. Against the above order the assessee is in appeal before the ITAT.

6. I have heard the learned Departmental Representative. None appeared
on behalf of the assessee, hence the issue is being adjudicated upon hearing

learned Departmental Representative and perusing the record.

7. Upon careful consideration I find that the facts are undisputed. The
assessee has purchased a car. The assessee has incurred interest expenditure
for the amount borrowed for purchase of car. The assessee has put the car on
hire and has earned hire charges. In this view of the matter, in my considered
opinion claim of expenditure regarding interest and depreciation have to be
allowed. There is no doubt about the genuineness of expenditure. It is only the
opinion of the Assessing Officer that there was no need to engage into this kind
of activity. In my considered opinion it is settled law that Revenue authorities
should not sit into the shoes of the businessmen and decide upon
appropriateness of the expenditure or activity. Accordingly, I set aside the

orders of the authorities below and delete the disallowance.
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In the result, this appeal by the assessee stands allowed.

Order has been pronounced in the Court on 23.9.2019.
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