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A /ORDER

The present appeal has been preferred by the assessee against the order dated
29-11-2018 of the Commissioner of Income-tax (Appeals)-1, Guwahati [hereinafter
referred to as ‘CIT(A)’].

2. The assessee in this appeal has contested the validity of confirmation of
addition of Rs. 1,64,911/-, which was made by the Learned Assessing Officer ( in
short, the Ld. AO) on account of under valuation of work in progress.

3. At the outset, Ld. counsel for the assessee has brought my attention to the
impugned assessment order. A perusal of the relevant part of the assessment order
shows that the only reason for making the impugned addition made by the Ld. AO is
as under:-

“ The possibility of undervaluation of work in progress cannot be ruled
out and as such I add 2% to value of Work in Progress on estimate to
take care of Revenue Recognition on Construction Contracts, which
comes to Rs. 13, 64,911/-i.e 2% of Rs. 6,82,45,563/-.”
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4. A perusal of the above reason shows that the Ld. AO has not pointed out any

error or defect in the accounts furnished by the assessee. He has just mentioned that
the possibility of undervaluation of work in progress cannot be ruled out. Merely on
this basis, he added 2% of the value of work in progress, which is on estimate basis.
The Ld. CIT(A) also upheld the order of the Ld. AO in a mechanical manner without
application of mind. The reasons mentioned in the assessment order for making the
impugned addition are vague, absurd and baseless. These reasons are based solely on
assumptions of the Ld.AO. The Ld. AO without pointing out any error/defect in the
accounts or any other evidence regarding undervaluation of work in progress, made
the impugned addition, which is not sustainable in the eyes of law. Accordingly, the
same is ordered to be deleted.

In view of the above, the appeal of the assessee stands allowed.

Order pronounced in open court at the time of hearing on
Tuesday, 16" March, 2021.

Sd/-
(Sanjay. Garg)
Judicial Member
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