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PER MANJUNATHA. G, ACCOUNTANT MEMBER: 
 
 

This appeal filed by the assessee is directed against the 

order passed by the learned Commissioner of Income-tax 

(Appeals)-16, Chennai, dated 11.03.2022 and pertains to 

assessment year 2016-17. 
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2. The assessee has raised the following grounds of appeal: 

“1. On the facts and circumstances of the case, the learned CIT 

erred in confirming the addition made by the learned AO of Rs. 

20,05,500/- which were paid to the society as transfer charges 

by stating that the transfer charges paid cannot be treated as 

part of the cost of acquisition without appreciating the fact that 

the same was mandatory and non-refundable payment, thus 

such addition is bad in law. 

2. On the facts and circumstances of the case, the learned 

CIT erred in confirming the addition made by the learned AO to 

the extent of Rs. 13,54,725/- incurred towards cost of 

improvement without appreciating the fact that the details of 

such expenditure were submitted to the department and the 

payments for all these expenses was done through banking 

channel.” 

 

3. The brief facts of the case are that, the assessee is a 

non-resident, filed his return of income for the assessment 

year 2016-17 on 22.07.2016, admitting total income of Rs. 

1,28,860/-.  The case has been selected for scrutiny and 

during the course of assessment proceedings, the AO noticed 

that the assessee has made investment towards property 

development to the tune of Rs. 1,35,01,000/-.  The assessee 

was asked to furnish the name and address of the developer to 

whom the payment made along with source.  In response, the 

assessee stated that he had incurred expenses to get tenants 

vacated from the property situated at Porbandar city and 
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further, above expenses is not forming the part of the asset 

but it has been claimed as expenses whenever the property is 

sold.  The AO, on the basis of details filed by the assessee and 

also taken note of nature of expenses incurred made additions 

of Rs. 1,35,01,000/- as unexplained investment in property. 

 

4. Being aggrieved by the assessment order, assessee 

preferred an appeal before the CIT(A).  Before the ld. CIT(A), 

the assessee has filed detailed written submissions on the 

issue along with certain judicial precedence and explained that 

expenditure incurred towards development of property was 

supported by necessary evidences.  The ld. CIT(A), after 

considering relevant submissions of the assessee and also 

taken note of certain evidences filed by the assessee, allowed 

partial relief where he has confirmed additions towards 

payment made to housing society towards transfer chargers 

amounting to Rs. 20,05,500/- and expenses incurred towards 

cost of improvement without supported by any evidence 

amounting to Rs. 13,54,725/-, however allowed relief in 

respect of balance amount of expenditure incurred for 

development of the property.  Aggrieved by the CIT(A) order, 

the assessee is in appeal before us. 
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5. The first issue that came up for consideration from 

ground no. 1 of assessee appeal is addition towards payment 

made to housing society towards transfer charges amounting 

to Rs. 20,05,500/-.  The assessee has paid a sum of Rs. 

20,05,500/- on 20.09.2007 after registration of flat to the 

housing society.  The AO, disallowed amount paid to housing 

society on the ground that there is no necessity to make 

payment to housing society after registration of property.  The 

ld. Counsel for the assessee, referring to receipt issued by the 

society and confirmation from the said party, submitted that 

the assessee has paid a sum of Rs. 20,05,500/- as per 

payment advise by the Vithal Nagar Co-operative Housing 

Society, and said payment has been made through proper 

banking channel.  Further, said charges are levied by the 

housing society for transfer of flat.  Therefore, it cannot be 

said that the assessee has not proved the expenses. 

 

6. The ld. DR, on the other hand supporting the order of the 

CIT(A) submitted that no details has been filed as to why the 

assessee has paid such huge amount to society even after 
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registration of the property.  Therefore, the AO has rightly 

made additions and their order should be upheld. 

 

7.    We have heard both the parties, perused materials 

available on record and gone through orders of the authorities 

below.  The assessee has paid a sum of Rs. 20,05,500/- to the 

Vithal Nagar Co-operative Housing Society towards non-

refundable lease transfer charges as per payment advise by 

the society.  Further, said payment has been made through 

proper banking channel.  The assessee had also filed 

confirmation letter issued by the society in respect of 

payment.  From the above, it is very clear that, payment made 

by the assessee to housing society is supported with necessary 

evidences and also confirmed by said party.  Therefore, we are 

of the considered view that when the assessee has filed all 

details to justify payment, the AO ought not to have 

questioned the purpose of payment made by the assessee.  In 

our considered view, it is between the assessee and the 

housing society which maintained the flat purchased by the 

assessee.  Therefore, in our considered view the AO and 

CIT(A) erred in making addition towards payment made to 

housing society and thus, we direct the AO to delete additions 
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made towards non-refundable lease transfer charges to Vithal 

Nagar Co-operative Housing Society. 

 

8. The next issue that came up for our consideration from 

ground no. 2 of assessee appeal is addition of Rs. 13,54,725/- 

towards expenditure incurred on cost of improvement of 

property.  The assessee has spent various expenditure to 

improve the property after the purchase.  The assessee has 

paid amount towards purchase of air conditioner, curtains and 

pedestal light fittings.  The AO, disallowed said expenditure on 

the ground that it is in the nature of personal effects and 

cannot be allowed as deduction. 

 

9. The ld. Counsel for the assessee, referring to relevant 

bills in respect of purchase of various items submitted that the 

assessee has purchased air conditioner, curtains, pedestal light 

fittings to make house habitable and said expenditure is in the 

nature of improvement of the property.  Therefore, the same 

needs to be allowed as cost of improvement while computing 

capital gains.  
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10. The ld. DR, on the other hand supporting the order of the 

CIT(A) submitted that, the assessee could not justify  how 

expenditure incurred for purchase of AC, curtains and light 

fittings comes under cost of improvement.  Therefore, the AO 

has rightly disallowed said payment and their order should be 

upheld. 

 

11.  We have heard both the parties, perused materials 

available on record and gone through orders of the authorities 

below.  The assessee has purchased a property and spent 

various expenditure to make house habitable.  The assessee 

has incurred amount for purchase of Air conditioner.  The 

assessee had also incurred expenditure for furnishing the 

house.  The assessee had also spent amount toward purchase 

of light fittings.  If you go by nature of items purchased by the 

assessee, all items are essential requirements to make house 

habitable.  Therefore, we are of the considered view that the 

AO and CIT(A) completely erred in classifying said items as 

personal effects and disallowed while computing capital gains.  

Thus, we direct the AO to allow deduction towards expenditure 

incurred towards purchase of air conditioner, furnishing of 
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curtains, light fittings as cost of improvement while computing 

capital gains. 

 

12. In the result, appeal filed by the assessee is allowed.  

Order pronounced in the court on 12th April, 2023 at Chennai. 

 

 Sd/- 
(महावीर िसंह ) 

(MAHAVIR SINGH) 
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Sd/- 
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