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आदेश / O R D E R 
 
Per V. Durga Rao, Judicial Member: 

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

the learned Commissioner of Income Tax (Appeals), Puducherry in 

I.T.A No.62/CIT(A)-PDY/2017-18 dated 15.11.2018 relevant to the 

Assessment Year 2015-16. 
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2.  The grounds of appeal raised by the assessee are reproduced 

as under: 

“1. The order of the Commissioner of Income Tax (Appeals), 
Puducherry dated 15.11.2018 in I.TANo.62/CIT(A)-PDY/2017-18 for 
the above mentioned Assessment Year is contrary to law, facts, and 
in the circumstances of the case. 
 
2. The CIT (Appeals) erred in sustaining the disallowance of 
expenses of Rs.24,35,542/- at 5% of such expenses booked/claimed 
aggregating to Rs.4,87,76,8457- for want of further evidence in the 
computation of taxable total income without assigning proper reasons 
and justification. 
 
3. The CIT (Appeals) failed to appreciate that the estimated 
disallowance of such expenses was wrong, erroneous, unjustified, 
incorrect and not sustainable in law and ought to have appreciated 
that having not examined the relevant materials while further having 
not examined the pattern of income and expenditure reported, the 
sustenance of estimated disallowance of such expenses was wholly 
unjustified. 
 
4. The CIT(Appeals) failed appreciate that there was no proper 
opportunity given before passing the impugned order and ought to 
have appreciated that any order passed in violation of the principles 
of natural justice should be reckoned as nullity in law. 
 
5. The Appellant craves leave to file additional grounds/arguments at 
the time of hearing.” 

 
3. Grounds of appeal No.1 & 5 are general in nature, no 

adjudication is required hence, dismissed.  Grounds of appeal No.2 to 4 

are relating to only one issue relating to disallowance of expenses at 

Rs. 24,35,542/-.   

   
4. The brief facts of the case are that the assessee is a Govt. Civil 

Contractor and he has not maintaining regular books of accounts and 

estimated the income @ 4% of the gross receipts. The assessee 

claimed expenses of Rs.4,87,76,845/- for purchase, wages, etc. 
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Regarding the above mentioned expenditure, he did not submit any 

proof to substantiate the claim of the expenses and also not filed any 

proof regarding payment for expenses. Accordingly, the A.O has 

disallowed 5% of the total purchases, wages and expenses of Rs. 

24,35,542/- and added to the total income of the assessee.  

 
5. On appeal, the Ld. CIT(A) has confirmed the order passed by the 

A.O.   

 
6. Before us, the ld. Counsel for the assessee has submitted that 

the assessee is not maintaining the proper books of accounts and the 

payment made by the assessee in respect of purchase of sand, gravel           

and other material on day to day basis it is difficult to maintain the 

books of accounts.  In respect of wages, it is submitted that day to day 

basis wages has to be paid by the assessee to the Coolies. Therefore, 

it is not possible to submit bills and vouchers for this day to day 

expenditure incurred by the assessee and thus, the disallowance of 5% 

is very excessive and reasonable disallowance may be restricted to 2% 

instead of 5%.   

 
7. On the other hand, the Ld. D.R strongly supported the orders 

passed by the A.O as well as Ld. CIT(A).   
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8. We have heard both the parties, perused the materials available 

on record and gone through the orders of the authorities below.  The 

assessee is a Civil Contractor and the expenditure incurred by the 

assessee mainly for the purpose of purchase of sand and gravel and 

the wages has to be paid day to day basis to the Coolies.  Therefore, 

he was unable to substantiate the expenditure with the help of bills and 

vouchers.  Under the above facts and circumstances of the case, we 

are of the opinion that the disallowance has to be restricted to 3% 

instead of 5%. Accordingly, we direct the A.O to calculate the 

disallowance 3%. Thus, the grounds of appeal No.2 to 4 raised by the 

assessee is partly allowed.     

 
9. In the result, the appeal filed by the assessee is partly allowed.   

 

Order pronounced on  06th October, 2021 in Chennai. 

 
Sd/-  Sd/- 

(�ी जी मंजूनाथा) 
(G. MANJUNATHA) 

लेखा सद�/ACCOUNTANT MEMBER 

 (वी दुगा� राव) 

(V. DURGA RAO) 


ाियक सद�/JUDICIAL MEMBER 

चे�ई/Chennai, �दनांक/Dated: 06th October, 2021.   
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