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TS / ORDER

PER SUSHMA CHOWLA, JM:

The appeal filed by assessee is against order of
CIT(A)-18, New Delhi dated 08.03.2016 relating to assessment year
2012-13 passed under section 143(3) of the Income-tax Act, 1961 (in

short “Act”).
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2. Despite service of notice, none appeared on behalf of the assessee.
We proceed to decide the present appeal ex-parte qua the assessee as the
issue involved is small. The Ld.DR for the Revenue has put forward his

contentions.

3. The issue raised in the present appeal is against the orders of the
authorities below in holding that income earned by the assessee from
rendering of various business auxiliary services and house keeping
services are taxable as income from other sources instead of income from
business & profession. Further, the assessee is also aggrieved by the
order of the CIT(A) in sustaining the disallowance of 30% out of various

EXpeEnses.

4. Briefly in the facts relating to the issue, the assessee firm had
declared income from house property. The assessee in addition had
received maintenance charges and had declared business loss of
Rs.15,57,635/-. The Assessing Officer asked the assessee to explain why
the income from maintenance charges should not be treated as income
from other sources. Further, the assessee was also asked to justify the
nature of expenses claimed in the Profit & Loss A/c against the
maintenance charges received. The case of the assessee before the
Assessing Officer was that the expenses have direct nexus with the
business operations carried on by the assessee and merits to be allowed.
The Assessing Officer observed that the Ld.AR himself has submitted

that the income from business which is in respect of services rendered to
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the occupants of the property if it is to be taken as income from other
sources has no material effect on computing the net income. The
Assessing Officer thus, treated the income from maintenance as income
from other sources. In para 2.1 at page 3 of the assessment order, the
Assessing Officer has tabulated the expenditure totaling to
Rs.11,84,857/- claimed by the assessee as attributable to the said
income owned by the assessee. The Assessing Officer was of the view
that since the assessee is providing services to the occupants of his
building only hence, the expenses claimed were not relatable to the
income from services and consequently, expenses totaling to
Rs.11,84,857/- were disallowed in the hands of the assessee. Further,
the assessee had also claimed the expenses on account of certain items
totaling to Rs.18,53,012/- and same were disallowed in the hands of the
assessee as same could not be attributed to earning of income from other
sources. Further, out of the balance expenses totaling to Rs.7,77,560/-,
50% of the expenses were disallowed as not directly related to earning

income from other sources.

5. In appeal, the CIT(A) upheld the order of the Assessing Officer in
assessing the income under the head income from other sources. Then,
he referred to the provisions of section 57(1) of the Act and pointed out
that the depreciation which was claimed by the assessee was on
generators only and the same is to be allowed in the hands of the

assessee. In respect of the balance expenditure totaling to
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Rs.18,53,012/- and Rs.7,77,560/-, the CIT(A) restricted the disallowance
to 30% of the expenditure being not attributable to the income from

other sources. The assessee is in appeal against the above said finding

of the CIT(A).

6. The first issue which needs to be adjudicated is head of income
under which the receipts are to be assessed. We uphold the order of
authorities below in assessing the same as income from other sources,
especially because assessee has accepted alternate contention before

authorities below.

7. On perusal of the record and after hearing the Ld.DR for the
Revenue, we are of the view that as far as the disallowance referred to by
the CIT(A) of Rs.7,77,560/- is concerned, the perusal of para 2.1.4
reflects that only 50% of the expenditure was disallowed in the hands of
the assessee i.e. totaling to Rs.3,88,780/-. Hence, the directions of the

CIT(A) in disallowing 30% out of Rs.7,77,560/- cannot stand.

8. Now, coming to the claim of the assessee of allowing expenditure
totaling to Rs.18,53,012/- and Rs.3,88,780/- , we are of the view that
ends of natural justice would be met by restricting the disallowance of
10% of the total expenditure. Accordingly, we direct the Assessing
Officer to restrict the same to 10% of the expenditure of Rs.18,53,012/-

and Rs.3,88,780/-.
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9. Thus, Ground of appeal No.1 which is general in nature, does not
require adjudication, hence the same is dismissed. Ground of appeal
No.2 raised on the head under which the income to be assessed in the
hands of the assessee is also dismissed and Ground of appeal No.3 on

the allowance of expenses is partly allowed.

10. In the result, the appeal of the assessee is partly allowed.

Order pronounced in the open court on 29t day of November, 2019.
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