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3mer / ORDER

PER MAHAVIR PRASAD, JUDICIAL MEMBER :

This appeal of the assessee relating to assessment year 2011-12 is

directed against the order of Learned Commissioner of Income Tax
(Appeals)-7, Ahmedabad dated 10.03.2015 which is arising out of order
u/s.143(3) of the Income Tax Act, 1961 (hereinafter referred to as, ‘ the
Act’) dated 11.11.2013 framed by JCIT, Range-3, Ahmedabad, vide

appeal no.CIT(A)-7/305/14-15.
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2. Assessee has taken following Grounds of appeal:

1.1

1.2

2.1

2.2

3.1

The order passed u/s.250 on 10-03-2015 for A.Y. 2011-12 by
CIT(A)-7, Abad, upholding partly the addition made u/s. 145A is
wholly illegal, unlawful and against the principles of natural
justice.

The Ld. CIT(A) has grievously erred in law and or on facts in not
considering fully and properly the explanations furnished and
the evidence produced by the appellant.

The Ld. CIT(A) has grievously erred in law and or on facts in
upholding that receivables by way of VAT , Excise rebate and
Modvat credit were required to be included in the valuation of
stock u/s. 145A of the Act and therefore, both opening stock and
closing stock were required to be adjusted accordingly.

That in the facts and circumstances of the case as well as in law,
the ld.CIT(A) has grievously erred in confirming that the
provisions of Section 145A were attracted and the receivables by
way of VAT, Excise rebate and Modvat credit were required to
be included in the valuation of closing stock and opening stock.
Without prejudice to above, and in the alternative, in case the
provisions of section 145A are held to be attracted, the Id. AO
ought to have held that the opening stock as on 1.4.2011 should
be increased accordingly.

3. The relevant facts as culled out from the materials on record are as

under:-

The appellant is a partnership firm and engaged in the business of

manufacturing and sale of drugs.

2.2 During the course of assessment proceedings, the AO noticed that

the appellant had shown in its balance sheet VAT and excise receivable

but the same were not included in the value of closing stock as required

u/s.145A. The appellant by a detailed submission and other evidences

vide reply dated 30/12/2013 explained that in view of the method of

accounting followed by it as per accounting standard prescribed by ICAI
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in AS-2, the effect of unavailed receivable by way of VAT, Excise rebate
and Modvat credit was revenue neutral. However, AO concluded that the
provisions of section 145A mandatory required the assessee to include
the said receivable in the valuation of closing stock. And, accordingly

addition of Rs.18,98,517/- was made.

2.3  Against the said order appellant preferred first statutory appeal
before 1d.CIT(A) who has directed AO to make adjustment to the
valuation of stock in accordance with the decision of Mahavir Aluminum

Corporation (297 ITR 77) i.e. both the opening stock and closing stock.

3. We have gone through the relevant record and impugned order.
The appellant is a partnership firm and engaged in the business of
manufacturing and sale of drugs. It filed its return of income for AY.
2011-12 declaring total income of Rs.60,81,210/-. AO conclude that the
provisions of section 145A mandatory required the assessee to include
the said receivable in the valuation of closing stock. And, accordingly

addition of Rs.18,98,517/- was made.

4. In appeal, 1d.CIT(A) directed to make adjustment in accordance
with the decision of Delhi High Court in the case of Mahavir Aluminum
Corporation 297 ITR 77(Delhi). As per the AO, assessee is consistently
following the exclusive method and his case is tax neutral. We send it

back to the file of the Assessing Officer, who will verify the method and
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also to see whether same is tax neutral or not. Thereafter, calculate the

tax and accordingly decide the matter as per law.

4, In the result, appeal filed by the assessee is allowed.
| This Order pronounced in Open Court on 15/01/2018 |
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