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ORDER

Per Vijay Pal Rao, JM:

This appeal by the Revenue is directed against the order dated
19.03.2023 of Commissioner of Income Tax(Appeal), National Faceless
Appeal Centre, Delhi arising from order passed by the AO u/s 154 of the
Income Tax Act for A.Y.2014-15. The Revenue has raised following

grounds of appeal:

? (1) Whether on the facts and in the circumstances of the case, Ld. CIT
(A) was justified to ignore the merits of the case and the fact that section
154 was correctly applied in this case.

(2) Whether on the facts and in the circumstances of the case, the Ld.
CIT(A) was justified in deleting the addition made by A.O. of Rs.
3,06,69,470/ -, while himself holding that the issues are debatable.
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(3) Whether on the facts and in the circumstances of the case, the Ld.
CIT(A) was justified in deleting the addition while incorrectly holding that
the issues which were not under limited scrutiny can't be examined
during rectification order.”

2. Ld. DR has submitted that the AO has passed the order u/s 154 in
respect of some of the claims which are not allowable as per law became.
As the assesse failed to produce the details of the expenditure and
evidence of addition made to the fixed assets on which depreciation was
claimed by the assessee. He has relied upon the order of the AO passed

u/s 154 of the Act.

3. On the other hand, Ld. AR has submitted that the assessment in the
case was completed u/s 143(3) on 20.102016 whereby the AO assessed
the total income of the assessee at Rs.2,26,42,360/-(normal) and
Rs.3,74,19,334 /- (MAT) as against the return income of Rs.2,24,42,359/-
(normal) and Rs.3,74,219,334/-(MAT). Thereafter, the AO passed the
impugned order u/s 154 on 31.03.2021 whereby the AO has disallowed
the claim of depreciation on fixed assets and expenditure on account of
salary & wages under the head “Employee benefit Expenses” to the tune of
Rs.3,06,69,470/-. Thus, Ld. AR has submitted that the order passed u/s
154 is beyond the jurisdiction and scope of section 154 of the Act as it is
not a mistake apparent from the record but the AO has made
reassessment in the garb of rectification of mistake. He has supported the
impugned order of the CIT(A) and submitted that the CIT(A) rightly deleted
the addition as all these issues were already examined by the AO while

passing scrutiny assessment u/s 143(3) of the Act.

4. We have considered the rival submissions as well as relevant
material on record. As it is apparent from the order passed by the AO u/s
154 of the Act that the same is in the nature of reassessment of scrutiny
assessment already completed u/s 143(3) of the Act. The AO has nowhere
stated in the impugned order that there is a mistake apparent from record

but the AO taken up reassessment proceeding in the garb of order u/s
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154 of the Act. The order passed by the AO u/s 154 is reproduced as

under:
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COVERMNMENT OF INDIA
MINISTRY OF FINANCE
INCOME TAY DEPARTMENT
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ORDER UNDER SECTION.154/143(3) OF INGOME TAXACT, 1961

Tne assesses was filed its' return ef inesie on 27.08.2014 declaring ircorms of
Rs. 1,83 12708/ and revised return of Rs. 224,42 355/ & MAT of Re. 3 74,91 g 3340
. The zssezsment u's 143(3) of the Act, wes passed on 20.10.2046 with assesssad
income of Rs.2,28 42, 380/-(MNarmal) & Rs 37418 334 MATY

On perusal of order dated 20107015, it was observed that as per clause na,
14 [Scheduls of fixed assetz)of the 3C0 Report for the year ended 31st March 2014
and depreciation chart of fised aszes with computation of income. the 33323200
company mace addition in e assets e Building, Furniture & Fllings. plant &
machinery, Computer,

Further, it was observed thal the assszsese company had not submitled any
eviderce of addilion in the above mentionsd assets. Thus, the addition of assets of
Rs. 3,76.19.04&/-(10705256+25013789) and claimed depreciation of Rs. 38,61,671/-
zn adzilior of the assels as per IT Act should be disaliowed.

Furher. Scrutiny of case records revealed that dssessee compary nad
dabited Rs. 2,35,78,320/ as Salary & wages under the head ‘Employes benefitg
Expensss’[Mote-22) and Rs. 71,21 1580 as travellirg expenzes undzr the head
‘Oiner expenses'iNote-24)in profit and Loss sccount far fha vear ahded 31st March
2014, but no details of expenditure of Salary ¥ wages, travelling excenses wera
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;Lnd i| Thc case recerd, Tha efore above mentioned expensss of F{e A0BS04 70/

Molice u's 154 was issuec to the assssazes, however no reply received.
Hence oroer ‘s passed u's 154 on the basis of material available on racard,

Assessed Income (order deted 20,1C,2018) Rs.2 26 42 360~ (Narmal)
MAT Re, 3,74 19 3340
Ada; Res 38618511/~

Add Re. 3,06 69 470/

Assessed Income after order uls 154 Rs. i-5,60,73,441/-
(Mormal Income}

MAT
Fe.3.74, 19, 334/-

-~

Give credil for prepaid taxes anc-adjusted dmount. Chargea interest as per law.
lszue recessary fommes,

ey of:
% é: 73 o E-I.ﬂ.hENIJH-!-_-'Ii_ls;cl’:::':. ..--:~4 u:rg
‘(1) hf“‘ia AGTT 410 1N

S. Further the AO while passing the order u/s 143(3) on 20.10.2016
made a disallowance of Rs.2 lac on account of nonproduction of
supporting bills and vouchers to support some of the expenses. Thus, it is
manifest from the order passed u/s 154 that the AO has misconducted
himself by passing reassessment order in the garb of proceedings u/s 154
of the Act. It is a classical example of misuse and abuse of process of law

by the AO. The CIT(A) has considered this issue as under:

“I have examined the rectification order, assessment order and the
submissions of the Appellant carefully. The assessment order u/s
143(3) was passed on 20.10.2016. Thereafter, rectification order u/s
154 was passed on 31.03.2021 after elapsing almost five years of
the period. After passing the assessment order, the A.O. all of sudden
after five years, found that some documents were not submitted and
hence rectification order was passed. The AO in the assessment order

has mentioned that :-
Page 4 of 6



ITA No.194/Ind/2023
M/s. Prestige Feed Mills Ltd.
Page 5 of 6

"a. Large other expenses claimed in P & L - Replies submitted by AR
of assessee dated 17.10.2016 (1) under pointed 4 and 17.10.2016 (1)
under points 1 and 2 are accepted as satisfactory on the specific

expenses heads mentioned.

b. Large any other deduction claimed in P & L - Reply submitted by
AR of assessee dated 06.10.2016 is accepted as satisfactory."

The case was under Limited Scrutiny and the AO examined and
satisfied with the reply/explanation of the Appellant on the issues,
which were taken up under Scrutiny, as clearly mentioned in the
assessment order. The AO categorically accepted the explanation of
the Appellant on the issues of 'Large other expenses' and 'Large any
other deductions' debited in the P & L account. Further, books of
accounts of the Appellant are audited. It is also to be mentioned that
the issues which were not under limited scrutiny can't be
examined/ scrutinized during the assessment proceedings and also

during the rectification order.

For the documents not found in the record, order u/s 154 cannot be
made. It is the discretion of the AO that whether he keeps the
documents after verification in the assessment records or return back
to the Appellant after verification and satisfaction with the
submission. Further, there is no clerical or any glaring mistakes i.e.
apparent from the record for which order under section 154 was
made. The issue raised in the order u/s 154 are debatable in nature
and moreover, the AO has examined these issues during the
assessment proceedings and further books of accounts are audited.
Further, after five years no one can say that Appellant has not
submitted reply during the assessment proceedings due to the only
fact that the documents were not found in the record. Further, no
appropriate/ effective opportunities have been given to the appellant
for the rectification order as evident from the rectification order and

submission of the Appellant. Having the above facts and
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circumstances of the case, I am of the considered view that the
rectification order u/s 154 is not justifiable and hence the demand
raised under the order u/s 154 is hereby deleted. Thus, these

grounds of appeal are allowed.”

Accordingly in the facts and circumstances of the case we do not find any

error or illegality in the impugned order of the CIT(A) same is upheld.

6. In the result, the appeal of revenue is dismissed.

Order pronounced in the open court on 13.10.2023

Sd/- Sd/-
(B.M. BIYANI) (VIJAY PAL RAO)
Accountant Member Judicial Member

Indore, 13.10.2023
Patel/Sr. PS

Copies to: (1) The appellant
(2) The respondent
(3) CIT
(4) CIT(A)
(5)  Departmental Representative
(6)  Guard File
By order

Sr. Private Secretary

Income Tax Appellate Tribunal
Indore Bench, Indore
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