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आदेश/ O R D E R 

 
PER S. JAYARAMAN, ACCOUNTANT MEMBER: 

 

The assessee filed these appeals against the orders of the Commissioner 

of Income Tax (Appeals)-1, Chennai, in ITA Nos. 26/CIT(A)-1/2016-17 dated 

29.06.2018 and ITA No. 343/CIT(A)-1/2016-17 dated 26.02.2018 for assessment 

years 2013-14 & 2014-15, respectively.  
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2. M/s. A.V. Thomas Leather and Allied Products Pvt. Ltd., the assessee, is 

engaged in the business of export of leather goods. While making the 

assessment for assessment year 2013-14, the Assessing Officer, inter alia, 

disallowed sales commission paid to AVT Leather UK Ltd, and to M/s. Sukilangton 

holding that these expenses have not been incurred wholly and exclusively for 

the purpose of business. While making the assessment for assessment year 

2014-15, the Assessing Officer, inter alia, disallowed sales commission paid to 

Marathon Global, Shoetek Services Ltd and Sukilangton holding that these 

expenses have not been incurred wholly and exclusively for the purpose of 

business. Aggrieved, the assessee filed an appeal before the CIT(A). The Ld. 

CIT(A) dismissed the appeal, Aggrieved against those orders, the assessee filed 

above appeals.  

 

3. The Ld. AR submitted that the Ld. CIT(A) erred in stating that AVT Leather, UK 

has only one employee, and that too, a common director which is factually 

incorrect as the company also had another director Mr. Solanki, who carried on 

the operations of the company, and erred in stating that both the commission 

agents operate in the same territory which is factually incorrect as M/s. Suki 

Langton operated in United Kingdom alone whereas AVT Leather, UK operated in 

other parts of Europe. The Ld. CIT(A) also failed to note that in all earlier years, 

the Assessing Officer as well as the Income Tax Appellate Tribunal in earlier 

assessment years have examined the genuineness of the transactions and have 

arrived at their conclusion that the expenditure is allowable and no tax need be 



 :-3-: ITA Nos: 2527 & 1222/Chny/2018 

deducted. The Ld. CIT(A) failed to note that the commissions paid are towards 

sales that have been canvassed by the agent and the agreements, invoices and 

other supporting material provided are sufficient evidences to establish that the 

transactions have been genuine and the commission payments have been made 

wholly and exclusively for the purpose of the business canvassed by the agent, 

and also ought to have noted that there is substantial business from Walmart 

from whom orders are canvassed by the agent. Further, the Ld. AR submitted 

that since, the lower authorities did not directly seek the required material to 

satisfy themselves, the assessee did not furnish the copies of E-mail between the 

assessee and the agents. Inviting our attention to the paper books filed, wherein 

mail communications were placed, the Ld. AR submitted that if effective 

opportunity is given to the assessee to satisfy the authorities concerned that the 

sales commission paid are towards sales that have been canvassed by the 

agents, the assessee would do so and hence, pleaded that this tribunal may 

decide the issue in assessee's favour. Per contra, the Ld. DR supported the 

orders of the lower authorities.  

 

4. We heard the rival submissions and gone through the relevant material. The 

main issue is whether the sales commission paid to foreign agents are towards 

the services rendered by them or not. In this regard, the assessee shall have to 

place relevant material before the authorities concerned and render necessary 

explanation so that the authorities concerned draw appropriate conclusion as to 

whether the claim made by the assessee is eligible for the deduction as claimed 

or not. In this case, the assessee is pleading that the lower authorities have not 
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disclosed the nature of the required material for arriving the due conclusion and 

therefore, another opportunity may be given so that the issues are decided on 

merits. Therefore, we deem it fit to remit the issues under consideration to the 

AO for a fresh examination. The assessee shall place relevant material by which 

it relied in support of its contention before the AO and comply with the 

requirements of the AO in accordance with Law. The AO is also directed to 

require the assessee to furnish specifically the material/evidence required by him 

for the purpose of deciding the issues and after affording effective opportunity to 

the assessee shall decide the matter in accordance with law. The AO is also free 

to conduct appropriate enquiry as deemed fit. However, he shall furnish effective 

opportunity to the assessee on the materials which is/are likely to be used 

against assessee and then decide the matter.  

 

5.  In the result, the assessee's appeals are treated as partly allowed for 

statistical purposes. 

Order pronounced on Tuesday, 17th March, 2020 at Chennai. 
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