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The assessee 164 firm »2nd hags' filed itz Return o

Income -« on L7-9-1994 admitting » loss  of)  Re. 4, 30,0
1T Ome 1 en buisminens., The roborn i lead wWrS L ey

escl420l) e o EL-I-97. Later  on, 10 pespense Lo nobLCHy
We.l4m issuaed, the hs%miﬁée'g’&uthqud@d Heﬁ}eaentwtxve Z148

G.Ram Mobhan, DA of M/7s.Gandbd & odanan Do, LAB appg

Ao and ke g

CAse wWas heacrd, - . 395
vy
ity

v assegraa-tirm 1s engaged dn canstivortion ang N

toasing ok the premises of  Methodi=st Comple b A tam, L

fhoamrabac . L% R ) ven lLeas poeney b Trom, Tne Geary syl m and

maintensnce  charges  also  and balance porgion  of mainten&ncmff
chargas 1% maet by the ascsessee to maintain  bthe builaing. & Ing

other words, the assessee hag gol 1ncomne teom propeeriy,
the aswesses 16 having snare of proarit  from

frature  filtn known as KHALNAYAL, which was s
195 =4, ' :

hmsi&%s,:‘
exploittation ot
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'thuwproper+y and ha

the' asssses has undertalben

Zertain percéntage of hroflt. This is af incd & tfrom bdgind
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433 The assessee-firm wh1ln ptppattng th_l Frafit ,&
account, has debited some "erpenditure on dcco %t of rivil
canrtried out during the previoua year telQV&nt: ‘
1995-96 and by tiling a atatement of toﬁay in
income was treated as bUsiness incoma’ By,
firally, rnturnnd a net 1onss of hs.4.,0,855f

4 .

g I am not "in. agreemmnt v Lty fhe& aniessem 3
CQMpi&ation of statement cf total income, 1 a‘r
th t the inrome/]uas, if Pﬁ earned by the:ass

tceated an- s»paratelylu der the hnads;lthe,
inccmd from bustncus. ’ ~

jviz.,‘ Methdd
Pl'- ¥ B
seb had  ent@N
n for ’dqvelo-
e property, -
i the  tenants

L‘Zv. fhe  assessee rmnseructed 8 buiidﬂ
Ccm lex and lat aut. the property to variolds’
nﬂ;iblingwsbadﬂ ‘Baifk: b tiHydarabad. . Tl
tn\u «an apreament’ #th Methodist Charch §
? lease fights to daaliwi

assa:see also coll ¢t. matntenance chargﬁm !
undertake thae, vaspunuibtltby for maxnta%h ng ¥he bgilding
incurs the matnbananre exp ﬁdituae. Theageesspe has collegt)
maihtenance charges towardg) the maintedance ﬁ 1. the _buildlh
The main source of income of, the a«ﬁﬂmmeu.frcm-the waid buildities
in #he rental income, bnnideﬂ, maxntnnanr‘ harfdu. The anﬂgw' :
bcild.u - thiw. income fraom Methodist cumpl.'- Xy trental lh'
ho lease rents realisediand the m@tntan hargea reali

an ‘necessary: expenditura t‘lreon is alwmolw \ ible for' pa
of &munxcxpal taxes . and 1t as paid long- tef i ‘ue rent  to
Methodist Church of Indxa$U°Th1u is a natuﬂe ggwound rent
ing for =dv

‘%o exploit tha SUiI.
iy therefore,

years and has.beturned tho;rental income; ald 1
beneficial owner of the dncome fram ;p’opuftv. The am
payable, if -any, tq the*Church of Indi& is { the . nature :
ground runt and _san’ ba allﬁwed as an evpbndituff from | propei il !
income. ‘ ; . : w .{f . ‘

rha ansessee besidew tncoms from, the ,abovn Mathodi
Compleu hot also got income from ewplmxtatiqn Of a feature fi1lf
tHALNAYAR, Bince the asneBaos has advanced car aln amaun ke -
stttibutgwﬁ/Froducer af KHALNAYAL, | for hich, he receiv

A% this source of income from exploitation | bt feakture 1.
EHALNAYAK  has rasulted substantial income to the ansanznen, 4

asmessee appears to havae shown 1ncomes ariainm trom cevarg

sources  like, property, business income dnder the heao  BUSLNE
1ncome, so that the loss from one source can be set off  soa B
the positive income of another mouroe. 8o that 1 mat Ly, he [
recurn - only a small amount of income and traduce the income
liability. The assesses appeses "o have | trestied  btha entdk
incomc from  all  the solrces as buozineess . intone L é]ubbi“
togathev all receipts and debiting e.on the capitsl o1l NmPk
constfuction cost incurred N respect ot buildihg ronrfrucfiud
Pl account. _ S
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‘inelusaive ofF cast of conatruction, st of civll wotrk
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This method of accounting fvlluweq by\ghe assesses
treating wvarious sgurces of incoms like, > property, ‘busih

acetera under the head bu$inqe% incoms is not ad&eptahln to
Departaent  and this method is adopted by the. askesnes Lo

inrometay on the profits émanating rTrom - okhev - LAl Al-d 23
property incoma, from business and income . from othar sour
Therefore, the sssesses o hathoo of kraating Aall>the aperdt Lo
and all the sources as bhusiness incone 1@ hmt acceptablée,
similar view was already taken by htha Lhen Anses.iang u«ftugw
reaspect af shsegament for Osst. vesr BF-90 and 1??4w9 rher!!ﬂt
following t1the then Q@se&%xng Otficer = assessmeit uvdar “tfor
P, I treat the income realimed by the assessea:; 5frcm - Methoc
Comple: aqa income from property and, Lnerafote,athe ‘"pnndit
incurred  duoring  the relavent previdus  yeal  towards
construction. i) cannot - uset aff

mncomae  sanc this 1% only civil work empenditu&g in the »
nt capital evpenditure which cannot be allowed deduction’
peoperty e ome, The Deparitment  has not accepted the cond \
i several other cases and treabted bhe cnet of constiructinn
puilding 1o commercial complezesn, whaerein, the present
have entered into long-terwm agreamentz with the original
af the proprrty and constructed the commercial bullding on:
own  cast  snd et out to various tensnts  as  property
heretors, no reliesf/deduction can be given té, the

by the assessee during the previous yeabk relevanr
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. Since  the main zodrce of ianmP 13 rantsl  income o
pvoperty 1nr0me,'h= same has to be arsesoed undér the head haumd]
property, thare are myz recaipts alao Ll maint@nan: chavq
realised which also mv opinion raalsed to prmne:fv
The beneficial mwnevaﬁip it the building for the’' previous

elevant tey  the aﬁs&.venv' 1PN 1mt‘wtth' the ArEOOEAR
. L4 « Lo . N .
Jh9r6100 the assedsses i antitlad o L{he {inhcome trom the

propevty hy virtue of its agreement with the Methadist Church
india and alzo ! by virtue of prm~1;1ucu nt 3&:.27 Qf the IT Ag
In view of the above the sesesscos 15 Lrcated as thm owner of th
propearty. Concidering a1l the ahove ﬁ11rnmsimns, and alno baetd
L the P amoning Ln eawl!uﬂ pmnoassnent order on tﬂi% iasuu
Lthin eaxme, e 1ncome. realised from Methodist Comple 2t (\lﬁ.d'x
treated as property income' and not busines® 1hc0m§

[

Agmes qee hams furn}éﬁ details aof tha tant

manintanance charges ca11$ctcd from various tenents from th
list 1t 18 noticed that the asmessee has collected m*lntenanﬂw
charges from aome tenents from some of wham - thé'rents were
showh  to have been collected and likewise 'thiﬁe are cartal Y
thrents  from whom only the rent was uollected fand matntennaci‘

chargeas were not collected, Further, 1t was noticed that 1ﬂ';
some cases the maintenance charges vmllpcted was much more thari
the - rant collected. Further mora, 1t is  found from. tniq

statement that the rents collected from the various tenants
nok unifarm  and particularly the rent collected from State
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a1 India  the public sector bank  is  oany timedimore than the it -
- ventg collecdind from other btenonts, This clgdrly shows that
e ABBAGBO o chargad bthe rants Arid mair enance;ichargas&"“
without any basis as per ils conveniwnce. Thergfore, the rengld
veceived  and the maintenance charges  received, [frae twegtad aB;Q“
he dncame trom hoooe propoeby. f' o
While working out the tncoms feom property ithe  eupenditure
detr i el by Lna R L oasc attribubable Lo the ci¢ 1 constructiron
UZIST AR I M TR W oY o Vi TR T I The eupendl bure on dgLrrrci by % o wavar o
charges to the ertent of SO % is aining ta  the
civil conmteaction wark and the balan az  veazonablyi
ncurred btowards the building maanbainance. :
D .
othe profit realided vrom feature Tl L HALNA v b, L
treated a8 business incom2.  Therefore, the |BRHERO &K
meome from various sources Le computad an under |l .
Froperty lncome ¢ * ; .
.lesga rent recelver Rz. 15,646,523 ~ fﬁ
Less Lease ifint paid ’R%.'lﬂ,AQ;QQQ ﬂ"é
¥ Tatal 1,00 ,bEST('?Q d
Iesar Municipsl taves 483,988 , 7 A
. A T
! : TT 4538 .
Lo lesn: 1/95 for repairs 15, 467 i v
H bh1,8968 €
. ! ‘
fdde Maintensnoe charges roecelved Rs, 147,766
less maintenance expenses ‘
borewell maintainasnce TR
butlding marntanance L, L5, G0 1
Prtt maintensnoe '
M Lnkenance o nencas
SEaE el ﬂ@hurity chargpas . '
Urrlahera b s ' ‘
L 50%. ot ater rharges ' o
o elmoctraicike
direse]l arponnes
’ . ! L]
total ervpenses ’
het property 1 ncone . P,y T
Business income g “
Share of profit fram kRO R Rm. L., r"

Other 1ncoms

Incaome ftrom olhear =souroes .
Intarast on Filred depos:s .
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