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AMCA/ORDER

PER B.R. BASKARAN, ACCOUNTANT MEMBER:

The assessee has filed this appeal challenging the order
dated 30.07.2014, passed by the Ld. Commissioner of Income Tax
(Appeals)-lll, Chennai and it relates to assessment year 2006-07.
The assessee is aggrieved by the decision of Ld. CIT(Appeals) in
confirming the addition made out of purchases expenditure to the

extent of ¥ 1.81 Crores.
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2. We heard the parties and perused the record. We notice
that the assessment was completed by the Assessing Officer to the
best of his judgment under Section 144 of the Income-tax Act, 1961
(in short 'the Act') wherein he disallowed the purchase expenditure
claimed to the tune of ¥ 10.65 Crores on the reasoning that the

assessee has failed to prove the same.

3. In the appellate proceedings, the assessee furnished certain
details and hence the Ld. CIT(Appeals) called for a remand report
from the Assessing Officer. In the remand report, the A.O. reported
that the assessee has furnished evidence for an amount of I 8.84
Crores and no evidence was furnished for the balance amount of X
1.81 Crores. Accordingly, the Ld. CIT(Appeals) granted relief to the
tune of ¥ 8.84 Crores and confirmed the balance addition of ¥ 1.81

Crores.

4. The Ld. counsel submitted that the assessee had incurred
the expenditure purely for business purposes. The assessee’s net
worth has become negative and hence a reference was made to
BIFR. Consequent thereto, banks also classified company account
as non-performing asset and they have stopped the operations.
The Ld. counsel further submitted that the assessee had made the

purchases in connection with contracts for its customers. As the
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company has become sick and since almost all employees left the
organization, it was difficult for the assessee to trace all
documents/papers and produce the same before the tax authorities.
Accordingly, the Ld. counsel submitted that the disallowance made
by the Assessing Officer be deleted in view of the peculiar facts

prevailing in the instant case.

5. On the contrary, the Ld. D.R. submitted that the responsibility
to prove the expenditure lies upon the assessee. Hence, he prayed

that the order of the Ld. CIT(Appeals) be confirmed.

6. Having heard the rival submissions, we are of the view that
one should appreciate the difficulty experienced by the assessee in
view of it becoming sick. We notice from the assessment order that
the assessee has claimed ¥ 78.31 Crores as purchase expenses of
which, the Assessing Officer has made addition to the tune of X
10.65 Crores and the Ld. CIT(Appeals) has sustained only to the
tune of ¥ 1.81 Crores, meaning thereby the assessee has furnished
evidence towards 90% of the expenditure claim made by it.
Considering the difficulty faced by the assessee, we are of the view
that it is not justifiable to disallow the entire balance amount of X
1.81 Crores. Hence, to put this matter to rest, we are of the view

that the addition may be sustained to the extent of 25% of I 1.81



4 L.T.A. No. 2671/Mds/14

Crores. Accordingly, we modify the order of the Ld. CIT(Appeals)
and direct the Assessing Officer to sustain the addition to the extent

of 25% of 1.81 Crores and compute the income.

7. In the result, the appeal filed by the assessee is partly

allowed.

Order pronounced in the open court after conclusion of

hearing on the 5" day of February, 2015 at Chennai.
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