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AT / ORDER

PER D. KARUNAKARA RAO, AM:

This appeal filed by the assessee is against the order of the CIT(A)-7,

Pune dated 01.12.2016 for the assessment year 2012-13.

2. The grounds raised by the assessee are as under :-

“Being aggrieved by the Appeal Order of the Learned Commissioner of Income
Tax (Appeals) - 7, Pune (Hereinafter referred to as the “CIT(A)-7”) with regards
the Appeal order u/s 143(3) of the Act of the Learned Income Tax Officer, Ward
14(3), Pune (hereinafter referred to as the “LAO”), this appeal petition is
submitted on the following grounds: -

1. On the facts and circumstances of the case and in law, the Learned
CIT(A)-7 has erred in confirming ad-hoc addition / disallowance of 5% of
expenses of Rs.6,86,35,343/-, amounting to Rs. 34,31,767/-.

2. The order under appeal is not only bad in law and invalid, but also
against the natural law of equity and justice.
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3. That the appellant reserves its rights to amend, alter or raise any other
additional grounds of appeal before or during the course of appellate
proceedings.”

3. Briefly stated the relevant facts include that the assessee is engaged in
the business of builders and developers and undertook the construction work
of residential project at Kondhwa area and other places. The assessee filed
the return of income declaring loss of Rs.3,62,52,846/-. The assessee
reflected the revenue of Rs.11.24 crores (rounded up) and debited the
expenses of Rs.15.71 crores (rounded up) for the year under consideration.
At the end of the assessment, the Assessing Officer made various additions
and reduced the loss of Rs.4.52 crores (rounded up) to positive income of

Rs.1,16,20,652/-.

4., Before us, at the outset, mentioning to the details of various additions,
the 1d. Counsel for the assessee brought our attention to the single addition
of Rs.34,31,767/- (para 7 of the assessment order). The relevant facts
relating to this addition include that the Assessing Officer, noted that the
assessee claimed “other expenses” amounting to Rs.6,86,35,343/- (Schedule
19 of the Financial Statement). On finding that the assessee failed to furnish
the evidences in support of the said claim of the “other expenses”, the
Assessing Officer proceeded to disallow 5% of the same on an ad-hoc basis.
The same is added to the returned income of the assessee. The said addition
was duly approved by the CIT(A) after considering the written submission

filed by the assessee before the CIT(A).

5. On hearing both the sides, we find that the assessee is a lock making
company and submission of details is not upto the mark. As seen from the
contents of para 5 to 5.8 of the order of the CIT(A), we find the adjudication
by the CIT(A) is fair and reasonable. It is an admitted position that the basic

details are filed by the assessee and however, the evidences are not furnished
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in support of the same. In fact, the Bench raised certain questions about the
details of this “other expenses” and the assessee could not furnish the same
instantly. Therefore, we find this is a case where the assessee failed to
discharge the onus. Further, we find that the orders of the Assessing
Officer/CIT(A) are deficient on why ad-hoc 5%. Therefore, we are of the
opinion that, in place of 5% of the ‘other expenses’, the ad-hoc addition of
Rs.5,00,000/- should meet the both ends of justice. Accordingly, we modify
the orders of the Assessing Officer/CIT(A) on this addition. Accordingly, the
Assessing Officer is ordered. Thus, the grounds raised by the assessee are

partly allowed.

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

Order pronounced on this 22rd day of January, 2020.
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