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ORDER

PER DR. B.R.R. KUMAR, VICE-PRESIDENT:-

This appeal has been filed by the assessee against the order dated 09.09.2024
passed by the Ld. Commissioner of Income-tax (Appeals), National Faceless Appeal
Centre (NFAC), Delhi (“Ld. CIT(A)” for short), under Section 250 of the Income-tax
Act, 1961 (“the Act” for short) for Assessment Year 2018-19.

2. The assessee has raised the following grounds of appeal:

“1. Ld. CIT(A) has erred in law & facts in confirming addition made by AO in
respect of disallowance of carting expenses on the basis of incorrect presumption
of double debit of single expenses.

2. CIT(A) has erred in law & facts in confirming the assessment order made
abruptly without considering the reply and evidences attached with the reply in
response to draft assessment order.”

3. The facts of the case are that the assessee is a partnership firm engaged in the
business of civil contracting, including supply of pipelines and construction of roads

and buildings for government as well as private entities. The assessee filed its return
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of income for the Assessment Year 2018-19 declaring a total income of
Rs.96,99,110/-. The case was selected for complete scrutiny under the e-assessment
scheme. During the year, the assessee debited various expenses in its audited profit

and loss account which includes :-

i.  Purchase:Rs.11,89,95,153/-
(including cement purchases of Rs.1,38,93,510/-).

ii.  Carting Expenses: Rs.92,93,192/-.

3.1  Out of the carting expenses of Rs.92,93,192/-, an amount of Rs.21,52,900/-
related to transportation charges of cement which, according to the assessee, were
charged by the cement suppliers themselves through invoices/debit notes and paid
directly to them. The assessee contended that no payment was made to any separate
transporter in respect of these amounts. The Assessing Officer was of the view that
since the purchase cost of cement already included carting charges, debiting the same
amount again under the head “Carting Expenses” resulted in double debit of the same
expenditure. Accordingly, the Assessing Officer disallowed Rs.21,52,900/- and added

the same to the returned income.

3.2 The assessee submitted a detailed reply along with documentary evidences on
10.04.2021 in response to the draft assessment order, disputing the allegation of
double debit. According to the assessee, the said reply was neither examined nor
dealt with by the Assessing Officer. For the sake of ready reference, the reply dated
10.04.2021 is reproduced hereunder:-

“Date- 10/04/2021
R/Sir.

Ref: Notice No.: ITBA/AST/F/143(3)(SCN)/2020-21/1031449244(1) Dated
12.03.2021 For A.Y.2018-19

Sub: Submission of disagreement with draft assessment order
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Please refer to above, we submit that we are not agree with the draft order
prepared by your office. The issues of additions mentioned in the draft order is
not in accordance with the Act and also it will be injustice to us if order is passed
same as draft order. Further, our case was selected for limited scrutiny only with
the reason of "Contract receipt of fees" but issues covered under draft order is
other than the reason of selection of the assessment. The issues of draft order are
as under.

i.  Double claim of single expense - Carting Expense
ii.  TDS default

The detailed reasons for disagreement along with supporting documents which
are already enclosed in earlier reply are again attached herewith:

1. Issue of Double claim of single expense - Carting Expense:

¢ [n response to the details asked about TDS made on carting expense in Notice
u/s 142(1), we had explained that out of total carting expenses of Rs.
92,23,192/-, the carting expense of Rs. 21,52,900/- were such on which TDS
was not deducted as payment was not made directly to supplier of the
material.

e [t is normal practice of the industries that supplier themselves arrange
transport facilities and claim reimburse of transport expense from the
customer by issuing separate debit note or adding it in the main invoice of
material.

e [n our case, supplier has issued separate debit note for transport expenses. As
suppliers issued two separate invoices/debit note i.e. invoice related to
purchase of goods and debit note related to carting expense, so for accounting
purpose, we also pass two separate entries i.e. Carting expense under the head
of "Direct expense" and Material Purchase under the head of "Purchase
Account”.

e For your reference, we hereby produce the copy of debit note of carting
expense (in image no. 1) and purchase bill issued by one of our supplier as
sample (in image no. 2).
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e [n purchase expense bill and debit not of carting expenses, "order no.
SAHS0000951MAY17" is common. It proves that the carting expenses is for
the purchase only. We have passed separate accounting entries also. Copy of
vouchers of accounting entries are enclosed herewith.

® From the perusal of the images no. 1 and 2 (above) and accounting vouchers
enclosed herewith, it is evident that there are two separate expenses and
being the accounting policy adopted, carting expenses for purchase of
material is debited in the account of carting expenses.

e There is huge volume of such debit notes and invoice, we have produced only
one sample. We will submit all such vouchers on intimation of your office.

e Plea taken by your office that "accounting treatment adopted by the assessee
is not correct” is baseless and without examination of the books of accounts, it
can't by concluded that accounting treatment is not correct. So, your office is
requested dismiss the addition of Rs. 21,52,900/-. And if your office is not
agreeing with above submission then without verification of the books of
accounts (thru verification unit), order should not be passed.

4. Aggrieved by the order of the Assessing Officer, the assessee has preferred an
appeal before the Ld. CIT(A), who upheld the action of the Assessing Officer. He
observed that as per the assessee’s own admission, the payment made to cement
suppliers included both the purchase price and the carting expenses. Therefore,
according to him, the carting expenses of Rs.21,52,900/- had therefore been claimed
twice, i.e. once as part of purchases and again under the head “Carting Expenses”, and

the Ld. CIT(A) confirmed the disallowance of Rs.21,52,900/-.

5. The Ld. AR reiterated the submissions made before the lower authorities. It

was contended that:-

a) The cement suppliers raised separate invoices/debit notes for transportation

charges, which were paid directly to them.

b) The purchase value recorded under the head “Purchases” did not include the

carting component of Rs.21,52,900/-.
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c) The AO proceeded merely on presumption without examining the invoices

and evidences placed on record.

d) The reply dated 10.04.2021 was not dealt with either in the assessment order

or in the appellate order.

6. The Ld. DR, on the other hand, supported the orders of the lower authorities.

7. We have heard the rival contentions and perused the material available on
record. From the records, it is evident that the assessee had consistently maintained
that the cement suppliers issued separate debit notes/invoices towards
transportation charges, distinct from the invoices raised for supply of cement. The
assessee also placed on record sample copies of purchase invoices, debit notes for
carting expenses, and corresponding accounting vouchers to demonstrate that the
purchase value recorded under the head “Purchases” did not include the carting
component. It is also observed that the detailed reply filed by the assessee dated
10.04.2021, along with supporting evidences, has not been dealt with either in the
assessment order or in the appellate order. Had they been considered in right
perspective, the addition would not have been called for by the Revenue Authorities
themselves. The failure to consider relevant submissions and evidences placed on
record vitiates the conclusion drawn by the lower authorities. The appeal of the

assessee is allowed accordingly.

8. In the result, the appeal of the assessee is allowed.

The order is pronounced in the open Court on 25.02.2026.

Sd/- Sd/-
(SIDDHARTHA NAUTIYAL) (DR. B.R.R. KUMAR)
JUDICIAL MEMBER VICE-PRESIDENT

Ahmedabad; Dated 25.02.2026
**ptk
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