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This departmental appeal is directed against an order, dated 16-1-1995 recorded by the learned 

CIT(A), Zone-V, Lahore on the following ground: 

 

“The CIT Appeals is not justified to reduce the addition made under section 13(1)(d) from 

Rs.4,15,400 to Rs.80,000 by accepting the disclosed cost of property.” 

 

2. The relevant facts in brief are that the original assessment of the assessee was made at net income 

of Rs.85,000. Such assessment was reopened as the assessee was found to be the owner of 1/4th 

share in a plot at Lawrence Road, Lahore as gifted by the assessee’s mother. Such property was 

declared in the wealth statement as on 30-6-1991 whereas the rental income was shown in the 

assessment year, 1989-90 as well. The assessee had declared the value of his share in a plot at 

Rs.3,55,000 which was accepted. The cost of construction was declared at Rs.1,50,000 which was 

assessed to be understated and the assessee’s share was determined at Rs.5,65,000 by adopting the 

construction rate at Rs.200 per sq. Ft. In the meantime, the Assessing officer also got the enquiry 

conducted and the Inspector reported in January, 1994 that the property had been constructed about 

four years back. After estimating the value of the construction cost, the Assessing officer made the 

addition at Rs.4,15,000 under section 13(1)(d) of the Income Tax Ordinance, 1979 which was 

reduced by the learned First Appellate Authority in the following manner:- 

 

“The Excise and Taxation Authority in the PT-I Form for 199192 had shown that the property 

consists of offices and show room and there are three storeys to the said building. The Inspector’s 

report, dated 5-1-1994 shows that property consists of four storeys. It is clear that the construction 

was made over a period of time. The said Inspector in his report had not shown. His sources of 

information regarding completion of building and his report contradicts the finding of Excise and 

Taxation Authority. The ITO’s insistence regarding completion of construction in assessment year, 

1989-90 is simply not acceptable. The appellant’s contention that the building was constructed 

over a number of periods seems to be correct. I may add here that Messrs Micro Computer Centre 

had certified that they obtained on rent only the basement and ground floor at the rate of Rs.4000 

per month from 1-7-1987 to 30-6-1991. If there is any issue regarding cost of construction the ITO 

could have examined the same on the completion of building. However this has not been done. I 

further note that in the case of a co-owner Mst. Firdaus Naeem the share of the minor co-owner 

had been included in her share and the declared value of Rs.5,70,000 had been accepted by the 



Wealth Tax officer. It is further argued that the basement and the ground floor have an area of 

2100 and 2500 sq. Ft. I would therefore, restrict addition on the basis of declared cost in the case 

of co-owner to the difference between declared figure of Rs.1,50,000 and Rs.2,50,000 declared by 

Mst. Firdaus Naeem. Theo addition is thus restricted to Rs.80,000. This is being the only issue in 

this case. Appeal succeeds as above.” 

 

3. The learned DR was invited to point out any infirmity in the order of the learned CIT(A) which 

he failed to do. The learned CIT(A) rightly pointed out that the Inspector has not mentioned the 

source of information and he has simply made a guess that the property has been constructed four 

years prior to his visit in January, 1994. This could also mean January, 1990 which would fall 

outside the income year under consideration. Another important point to note is that the learned 

CIT(A) observed that in the case of a co-owner the declared value of Rs.5,70,000 has been 

accepted and on that basis, the learned CIT(A) has reduced the addition. The learned DR has failed 

to displace such findings of the learned CIT(A).  

 

In these circumstances, we see no reason to interfere and this departmental appeal is dismissed. 

 

.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.--.-.-.-.-.-.-.-.-.--.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.- 
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