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ORDER

PER Ms. MADHUMITA ROY - JM:

The instant appeal filed by the assessee is duleayainst the order
dated 11.09.2020 passed by the learned Commissiohdncome Tax
(Appeals) — 9, Ahmedabad arising out of the orcdeed 28.11.2018 passed by
the Assessing Officer, Circle 3(1)(1), Ahmedabadarnsection 143(3) of the
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Income Tax Act, 1961 (hereinafter referred as ke ‘Act’) for Assessment
Year 2016-17, whereby and whereunder the claimusfness loss of Riddhi
Siddhi Trade Link to the tune of Rs.1,37,394/- dniness expenditure of
De-Param Healthcare to the tune of Rs.4,56,788/bkan disallowed.

2. Heard the parties, perused the relevant magexialilable on record.

3. The assessee engaged in the business of tredicigthes under the
name and style of M/s. Riddhi Siddhi Tradelink also in the business of
manufacturing and trading of drugs and medicinekeuthe name and style of
M/s. De-Param healthcare filed its return of incameelaring total income of
Rs.26,91,310/- on 15.10.2016. The case was sdlémtscrutiny and relevant
notices under S.143(2) of the Act dated 11.07.2@dllbwed by notice under
S.142(1) of the Act dated 06.08.2018 was issudbdappellant, followed by
a fresh notice under S.142(1) of the Act dated D218 due to change of
incumbent was served upon the assessee. Duriragtiessment proceedings,
the assessee showed loss of Rs.1,37,394/- fromhR&lddhi Tradelink and
loss of Rs.3,48,036/- from De-Param Healthcare. support of loss, the
assessee contended that there was no sale or peirghany products in the
business of M/s. Riddhi Siddhi Tradelink thoughiewas direct expenses
incidental to the business was incurred. In fdot, loss of Rs.1,37,394/- is
mainly related to the rent expenses for Godown £f32,000/-. Since, the
assessee accepted the fact of no business actizityed out during the
concerned year 2015-16, the genuineness of the gugymas not found
related to the business by the AO and the claimRef1,37,394/- was
disallowed.
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4. The case of the assessee before the authdréiew as well as before
us is this that during financial year no sale archase could take place owing
to the worst market condition at a lull/temporarnscontinuance in the
business. However, the appellant claimed to hagarred bank charges of
Rs.3,394/-, professional tax of Rs.2000/- and mnRs.1,32,000/- and had
shown in the P&L Account, which is also availabéfdye us at page No.53 of
the paper book filed before us. The balance shefédcted opening and
closing stock of Rs.22,500/- for the year undersaderation. The authorities
below came to a finding that since there was onliléinactivity in the
business and no permanent cessation of businessclahm made by the
assessee cannot be allowed. We have taken nthe ddct that the assessee
thereafter assumed the business activity in the wext year subsequent to the
year under consideration and reported revenue a#4R3),266/- and
Rs.25,41,909/- in the year 1016-17 & 2017-18; rebpely. The copy of the
bank statement, the rent agreement entered intbebgissessee and the owner
of the godown has duly taken care of by us, whienenalso made available
before authorities below by the assessee. Itetbher, appears from the
records that though the business of the assessgen@taclose down, the
expenditure in the relevant years was reducedgesithere was a lull in the
business, it was a case of dormancy of businesstactather than closure of
business. Further that the assessee has beetoadtablish that there was
nexus between the expenditure and the purposeeobubkiness. Therefore,
Revenue cannot justifiably claimed to put itselthe armchair of the business
and disallow the claim made by the assessee. ,Sexpenses were wholly
and exclusively for the purposes of business, #meesdeserves to be allowed
and therefore the disallowance on account of basitess of Riddhi Siddhi
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Trade Link to Rs.1,37,394/- is liable to be quash@&tie addition is therefore
deleted.

5. So far as the disallowance on account of busiegpenditure of De-
Param Healthcare of Rs.2,28,394/- out of the tadedallowance of
Rs.4,56,788/- confirmed by the learned CIT(A) is@arned, we find that the
assessee has sold goods of Rs.57,29,092/- and dbds greturned is
Rs.50,12,201/- because of products remained ungoldhe hands of
distributors. It is relevant to mention that thesessee is dealing in sales of
various medical products to its distributor andmfy product remains unsold
in the hand of distributor, distributor returns tlhesold product to the
assessee. Apart from that we find that assesseenbarred various fixed
direct and indirect expenses including administeatexpenses, which were
also found to be incurred at higher amount. Tlaenled AO disallowed the

3/4" of such expenses, which was worked out Rs.4,56,788

6. In appeal, the learned CIT(A) confirmed the lisaance of
Rs.2,28,394/-. However, the fact of return of saie found to be duly
reflected in the financial statement of De-Paramlteare appearing at page
no.70 onward in the paper book. In fact, the copyhe P&L account duly
certified by the Auditor, the copy of the ledger sales return, sales return
memo, goods transfer note etc. issued by the psecparties has been duly
filed by the assessee and has been carefully @residy us which is found to
be sufficient to substantiate the involvement gihhelement of expenditure of
net sale of Rs.7,16,890/- by the assessee. Hedisallowance of
Rs.2,28,394/- due to non-supporting evidence adbuog the assessee



ITA No 510/Ahd/2020 (Shri Birenbhai
Deepakbhai Parik vs.DCIT) Asst.Year.— 2016-17 -5-

deserves to be deleted. Thus, we delete the additade by the authorities

below.
7. In the result, assessee’s appeal is allowed.
| This Order pronounced in Open Court on 07/02020
Sd/- Sd/-
P. M. JAGTAB ADHUMITA ROY)
VICE PRESIDENT JUDICIAL MEMBER

Ahmedabad; Dated 07/09/2020
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