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आदेशआदेशआदेशआदेश/ORDER 

 
PER DIVA SINGH 

The present  appea l  has  been f i led  by  the  assessee  where in 

the  correctness o f  the  order  dated 15.11.2019 of  CIT(A)- I  

Chandigarh per ta ining  to  2013-14 assessment  year  i s  

chal lenged on the  fo l lowing  ground :   

1.  That the order passed under section 250(6) by the Ld. Commissioner of 

Income Tax (Appeals)-1, Chandigarh in Appeal No. 10270/16-17 dated 

15.11.2019 is contrary to law and facts of the case. 

 

2 .  That in the facts and circumstances of the case Learned Commissioner 

of Income Tax (Appeals)-1, Chandigarh gravelly erred in upholding the 

action of the ld. Assessing Officer who had made addition of Rs. 

24,05,249/- by disallowing the expenses incurred on electricity. 
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3.  That the appellant craves to add, amend or alter any ground of appeal 

before or at the time of hearing of appeal, with the permission of the 

Hon'ble Income Tax Appellate Tribunal, Chandigarh. 

2.  The  re levant  facts  o f  the  case  are  that  the  AO tak ing  note 

o f  the  fact  that  the  assessee  drawing income from 

manufactur ing o f  card  board in  the  year under  considerat ion 

had not  carr ied  out  any manufactur ing  and business  act iv i t i es .   

He  not iced  that  the  opening  and c los ing  s tock was seen to  be 

‘n i l ’  and despi te  this  fac t ,  an expenditure  o f  Rs .24,05,249/-  on 

account  o f  power  and fue l  expenses  was c la imed.   The  AO in  

order  to  ver i fy  the  genuineness  o f  the expendi ture  deputed an 

Inspector  to  v is i t  the factory  premises.   I t  has been not iced as 

per  record  that  there  was  no  e lect r ic i ty  connect ion wi th  the 

assessee  and there was  one  Securi ty  Guard ava i lable  by  the 

name of  Shr i  Ramvachan who s tated  that  s ince  2012,  

manufactur ing  act iv i t i es  had not  taken p lace  and that  he  was 

l iv ing  in the  factory premises  for  the  last  four years  using  a 

smal l  generator .   Record  shows that  summons were  issued u/s 

131 on 22.02.2016 requir ing  Shr i  Rachhram Singh (another 

Securi ty  Guard )  and Shr i  Ramvachan.  The Securi ty  Guards 

were  required  to  appear  before  the  AO for  recording of  

s tatements  on 25.02.2016.   Shr i  Rachhram as  per  record 

submit ted  that  he  was working  as  Securi ty  Guard for  the  last  
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two years .  As  per  record,  in formation u/s  133(6 )  was  a lso 

ca l led  for th  f rom Execut ive  Engineer ,  Punjab State  Power 

Corporat ion Ltd . ,  Kural i  but  no  rep ly  was  received.   

Accord ingly ,  a f ter  show causing the  assessee  and consider ing  

the  rep ly ,  addit ion of  Rs.24,05,249/-  was  made.   The  assessee 

chal lenged th is  addi t ion be fore the  F irst  Appel la te  Author i ty  

who also  conf irmed the  addit ion.   Aggr ieved,  the  assessee  is  in 

appeal  before the  ITAT.  

3 .  The  ld.  AR inv i t ing  attent ion to  the  record  submitted  that  

the  year  under  cons iderat ion is  2013-14 assessment  year  i .e .  

2012-13 F inancia l  Year  and the  s tatements  are  be ing  recorded 

in  February,2016.   Re ferr ing  to  the  record ,  i t  was submit ted 

that  one  Securi ty  Guard has  been at  the  premises  for  two years 

and another Secur i ty  Guard who is  there for  a lmost  four  years 

has  a lso  stated that  the  business  was not  funct ioning .  These 

s tatements ,  i t  was  submit ted,  record  the  facts  as  on 2016 and 

do  not  prove  that  in  the  year  under  considerat ion the  business 

was not  funct ion ing .   I t  was submitted that  the  business  had 

been funct ion ing ,  however ,  for  want  o f  orders  for  

manufactur ing  of  Gray  Board in the  year  under cons iderat ion,  

the  assessee  went  out  o f  business.   Inv i t ing  at tent ion to  the 

submissions  advanced  before  the  AO extracted  in  the  order ,  i t  
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was submit ted  that  the  assessee  had v ide  his  le t ter  dated 

30.01.2016 submit ted  that  the business  had not  been c losed 

and there  was  only  a  temporary  lul l  in  the  business  as  a 

technica l  person had le f t .   The  e lec tr ic i ty  payments  were as  per  

the  min imum charges  o f  e lec tr ic i ty .   I t  has  a lso  been submit ted 

that  f rom i ts  var ious  sundry  debtors  the  assessee  has  managed 

to  recover  Rs .8 lacs ,  hence  i t  was  argued that  a l l  poss ib le  

e f for ts  were made to  keep the bus iness  funct ioning .   

3 .1 Invi t ing  at tent ion to  the  Paper  Book f i l ed,  i t  was 

submit ted that  var ious other  bus iness re la ted expenses  have 

been a l lowed by the  AO.   Attent ion was inv i ted  to  pages  28 to  

39 which contains  cop ies o f  b i l l s  ra ised by  the Punjab State  

Power Corporat ion wherein the  payments  for  the  spec i f ic  b i l l s  

supported by  the  receipts  were  a lso  avai lable .   I t  was  h is  

submission that  mere ly  because the Punjab State  Power 

Corporat ion does  not  reply  even to  the  AO,  th is  fault  cannot  be 

la id  at  the  doors  o f  the  assessee .   The  expenses  were  genuine 

and incurred for  bus iness.  

3 .2 Invi t ing  at tent ion to  the  Paper  Book 40,  i t  was submit ted 

that  when the  Show Cause  Not ice  i ssued by  the AO is  seen,  i t  

can   be   seen that   the  AO   was   consider ing    d isa l lowing  
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deprec ia t ion amounting  to  Rs .21,69,409/- on P lant  & 

Machinery  and miscel laneous factory  assets  a longwith 

e lect r ic i ty  expenses.  However ,  cons ider ing the  bus iness  to  be a 

go ing concern only  Power  and Fue l  Expenses paid to  State  

E lectr ic i ty  Corporat ion has  been d isal lowed.   I t  was  h is  

submission that  apart  f rom th is  bus iness,  there  was noth ing 

e lse  with  the  assessee  and there is  no  reason set  out  as  to  why 

the  e lect r ic i ty  expenses  pa id  to  a  Government  author i ty  

ev idenced by  Receipt  on record for  the Bi l l s  a lso  on record has 

been d isal lowed.   Accord ingly ,  i t  was  h is  prayer  that  the  appeal  

o f  the assessee may be  a l lowed.  

3 .3.  In  order  to  highl ight  the  high handedness  o f  the 

Author i ty ,  a t tent ion was inv i ted  to  the  impugned order ,  spec i f ic  

a ttent ion was invi ted to  the fact  that  the assessee  had 

spec i f i ca l ly  canvassed that  s tatements  o f  the  two Secur i ty  

Guards  had not  been confronted to  the  assessee,  desp ite  that  

an incorrect  fac t  i s  recorded in the  order .   Reference  aga in  was 

is  made to  Show Cause Not ice  dated 25.02.2016 which is  at  

page  40 o f  the  Paper  Book which would  show that  no  s tatement 

o f  any person was confronted.  Accordingly ,  i t  was  his  prayer  

that  even otherwise,  the  impugned order  has  many 

shortcomings .  Since  speci f i c  redressa l  for  these  shortcomings 
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i s  not  prayed for ,  the  submission i t  was  submit ted,  is  on ly  

i l lustrat ive  o f  how the  assessee  has  been treated.  

4 .  The  ld .  Sr .DR Mr.  Akashdeep re l ied  upon the  orders.   

Spec i f ic  emphas is  was  la id  on the  fact  that  the  assessee  had no 

opening  or  c los ing  stock and no inventory.  Hence,  i t  was  

submit ted,  the  business  had infact  c losed.  According ly ,  i t  was 

h is  submiss ion that  the  e lect r ic i ty  expenses  were  r ight ly  

d isa l lowed.  

5 .  We have  heard the  r iva l  submissions  and perused the 

mater ia l  avai lable  on record.   We f ind that  in  the  facts  o f  the 

present  case,  the  fact  that  i t  was  an ongo ing  business 

undergoing  a  lu l l  has  been accepted by  the AO himsel f  as 

var ious  other  bus iness  expenses  have  been a l lowed.   I t  is  

further  seen that  the  a foresa id  payments  in  terms of  the  b i l ls  

ra ised  by  the Punjab State  E lectr ic i ty  Corporat ion is  an 

ev idence  of  third  party  ev idence  which cannot  be  easi ly  

d iscounted as  a  se l f  created  ev idence .   The  payments  have  been 

made is  a lso  not  in  d ispute .   We further  f ind that  s tatements  of  

two Securi ty  Guards  in February ,2016 in regard to  the  factual  

posi t ion of  the assessee 's  business  funct ioning  in  the  year 

under  cons iderat ion i .e .  2012-13 assessment year  does  not  

have  much re levance .   The  fact  that  i t  has  not  been confronted 
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to  the  assessee  is  a lso  a  fact  ev ident  on the  face  o f  the  record.   

We further  f ind that  merely  because  the Punjab State  

E lectr ic i ty  Corporat ion,  even to  the  AO,  has  fa i led  to  respond 

and prov ide  information u/s  133(6 )  is  a  fact  for  which the 

remedy l ies  wi th the  Revenue.   The  assessee has no  ro le  to  p lay 

and cannot  be  he ld  to  be  answerable  for  the lapses  of  the 

Corporat ion.  Consider ing  the submissions  o f  the  assessee 

cons is tent ly  on record  wherein  i t  is  ev ident  that  the  assessee 

t r ied  to  keep h is  bus iness  a l ive  and v iab le  and u l t imate ly  had 

to  c lose  down, expenses  so  disal lowed in  the  facts  o f  the 

present  case  cannot  be  susta ined.   Addit ion made is  d i rected  to  

be  de le ted.   Sa id  order  was  pronounced in  the  Open Court  a t  

the t ime of  hear ing  i tse l f .  

6 .  In the  resul t ,  the  appeal  o f  the assessee is  a l lowed.  

 Order pronounced in  the Open Court  on 15 t h  

December ,2022.  

  Sd/-        Sd/-  

(VIKRAM SINGH YADAV)                                                 (DIVA SINGH) लखेालखेालखेालखेा सद�यसद�यसद�यसद�य/ Accountant Member                                 �याियक�याियक�याियक�याियक सद�यसद�यसद�यसद�य/ Judicial Member 
“Poonam” 
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 आदशे क� �ितिलिप अ	ेिषत/ Copy of the order forwarded to : 

 

1. अपीलाथ�/ The Appellant   

2. ��यथ�/ The Respondent  

3. आयकर आयु�/ CIT 

4. आयकर आयु� (अपील)/ The CIT(A) 

5. िवभागीय  �ितिनिध, आयकर अपीलीय आिधकरण, च�डीगढ़/ DR, ITAT, CHANDIGARH  

6. गाड� फाईल/ Guard File  

 

 

                    आदशेानुसार/ By order, सहायक पंजीकार/ Assistant Registrar 

 

 

 

 

 


