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3T / ORDER

PER_S.S. GODARA, JUDICIAL MEMBER

This assessee’s appeal for Assessment Year 2010-11 1s directed
against the CIT(A)-Gandhinagar’s order dated 06/02/2015 passed in case
No.CIT(A)/GNR/26/2013-14 upholding Assessing Officer’s action

making addition of undervaluation of stock amounting to Rs.3,06,643/-
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in assessment order dated 25/02/2013, in proceeding under section

143(3) of the Income Tax Act, 1961.

2. Case called twice. None appears at assessee’s behest. It emerges
from the case file that the Registry has been issuing notice to the assessee
qua various instances of hearing. It has never come present nor has
anyone filed power of attorney. We therefore proceed ex-parte against

the assessee.

3. A perusal of the instant case file reveals that the CIT(A) has
upheld the Assessing Officer’s action making the impugned addition as

follows:-

“8. Fourth ground of appeal is against the action of the AO in making
addition of Rs.3,06,643/- for undervaluation of closing stock.

8.1. The AO during the course of assessment proceedings noticed that
there was under valuation of closing stock of binders by Rs.2,27,403/-
and further variation of Rs.79,240/- in Dibasic Materials; totaling to
Rs.3,06,643/- Specific details were called for by the AO in this regard.
The arguments placed before the AO by the appellant was not
acceptable and AO made the addition of Rs.3,06,643/-.

On the other hand appellant contended that AO has taken
average rate of sale of Binders by dividing the yearly sales amount of
Binders by yearly quantities of Binders sold and, applied this average
rate on closing stock quantity of Binders and arrived at the average
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sales price of Binders of closing stock. Thereafter, the AO reduced from
that the overall G.P. Ratio of the business i.e. 17.17% (as reported in
tax audit report) and arrived at the valuation of Binders, which has
resulted in illogical and unjustified increase in valuation of binders by
Rs.2,27,403/-. In this respect, appellant contended that it manufactures
9 different types of binders having different cost of production varying
from Rs.25/- to Rs.58/- per kg. It is also brought to my notice that in the
closing stock also, there were different types of binders having different
cost of production as well as different profitability. The overall G.P.
Rate of the business cannot be applied for valuation purpose of all types
of Binders. Appellant contended that AO has not disputed their
valuation of any of the individual Item of binders. Similarly, with regard
to the dibasic materials it is stated AO has taken average rate of
purchase of Dibasic Materials by dividing yearly purchase value of
dibasic materials by yearly quantity of dibasic materials purchased and
applied the average rate on closing stock of dibasic materials which has
resulted in illogical and unjustified increase in valuation of Dibasic
Materials by Rs.79,240/-.

On examination of the entire facts of the matter, it is seen that
the AO has not doubted the method adopted by, the appellant for
arriving at the closing stock. In the appellate proceedings, appellant
before me has not brought out how the closing stock figures were
arrived with any evidences. No purchase bills or sales bills has been
produced either before the AO during the assessment proceedings or
before the undersigned during the appellate proceedings. In such facts
of the case, the contention of the appellant cannot be allowed and
therefore, the addition made by the AO of Rs.3,06,643/- for
undervaluation of closing stock is hereby confirmed and the relevant
ground of appeal is rejected.

However, the AO is directed to enhance the opening stock,
accordingly, in the subsequent year”.

Heard learned Departmental Representative strongly arguing in

favour of the impugned addition. It is evident that the said addition has
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arisen on account of assessee’s failure in providing exact details of nine
different types of binders which made the Assessing Officer to adopt
average pricing formulas as well as lack of closing stock figures with the
help of purchase or sale bills. These crucial findings have gone
unrebutted in assessee’s pleadings. We therefore find no merit in

assessee’s instant appeal. = The impugned addition is confirmed

accordingly.
4. This assessee’s appeal is dismissed.
| This Order pronounced in Open Court on 27/11/2017 |
Sd/- Sd/-
( N.K. BILLAIYA) ( S.S. GODARA)
ACCOUNTANT MEMBER JUDICIAL MEMBER
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