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| IN THE INCOME TAX APPELLATE TRIBUNAL (7@
- DELHI BFNCH “D”, NEW DELHI : ——
- BEFORE SHR A.D. JAIN, JUDICIAL MEMBER
AND _
SHRI SHAMIM YAHYA, ACCOUNTANT MEMBER
' I.T.A. No. 1686/Dei/2010
AY. : 2004-05 |
ITO Ward-4(3), _ vs. M/s LPS Bossard Pvt. Ltd.,
Room No. 413-A, . AI/134, Safdarjung Enciave
CR Building, ' - NewDelhj -
[P Estate, New Delhf _ o - . {PAN/GIR NO. . AAAC12096A)
. )(Appeilant) . o . (Respondent)
o (\\,--~’— T T e - = : - C— i L
| Assessee. by Lo e Sh. Vedjaln Advocate R
Departmentby . -~ . : Ms. Shumana Sen D R.
PERSHAMIMYAHYA AM e e T E
Thls appeal by the Revenue IS dlrected agamst the order of the R
Ld. Comrmssmner of Income Tax (Appeals) VI, New DEIh! ) d_a_ted
01.02. 2010 pertammg to assessment year 2004- 05 o
2. T-he | _g_ro_unds ra;sed readas u.nder:-

{j) ' ._ _ “1. The order'-of'the learned Ld. Commissioner of
Income Tax (A) is erroneous and contrary to fact
and law. |

2. On the facts and in the circumstances of the
case and in law, the learned Ld. Commissioner of
Income Tax (A) has erred in deleting the addition of
Rs. 56,55,686/- made by the Assessing Officer on




Ny ———

account of disallowance of provision for ohsolescence

stock.

2.1 The Ld. Commissioner of Income Tax (A) has
ignored the fact that the each year is unigue in itself
and no sale proceeds of scrap for disposing of the
obsolescent stock has been offered for taxation in the

y_ear as proof of havmg disposed off the stock.

3 The appellant craves leave to add, to alter, or
amend any ground of the appeal raised above at the

A manin SCURENUNETEE

- tlme of fhe heanng

3 In this case Assessmg Ofﬁcer noted that in the accounts the '

© " assessee has deblted Rs. 56, 55, 686/- on account of stock of obsoiete oL

"'*-'."matenal The Assessmg Ofﬂcer ra|sed query in thlS regard to the

.assessee to explam the same wuth supportlve documentary evndence

Assessee reply was as under -

R Stock became rusty due to monsture / otherwnse

2. the stock is not ‘saleable in the market on
account of the facts that the user has changed
the item where the same was earlier used ot that (N“‘
the new and better quality items are being used
by the consumers rendering the ltems in hand

_unsaleable.

3. the buyer has rejected the lot due to defect in
the quality and the material cannot be rectified.” |

et s
e . '.\‘-..:“-
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3.1 Assessing Officer was not satisfied. He observed that assessee
has not furnished the details of inventories. Further, Assessing
Officer observed that when the user has changed the items why the

assessee has purchased those unwarranted items which do not have 3

demand in the market. Assessing Officer further observed that

‘assessee has not given any instance or produced any debit note from
" the customer for the rejection of the goods supplied. Assessmg Ofﬁcer

further heid as under:-

Yt s also pomted out here that the assessee is.an /mporter |
...and_goods _are purchased by the assessee from /ts " "
5550C/3f6'0’ Compan/es M/s Bossard Ltd : Fasteners
. Switerzland, M/s Bossard Ltd. Taiwan and M/s Bossard

France SA, Who ha ve its oﬁ’/ces abroad Wh Y the assessee_'_' '_
o _:'i_':r-‘._had purchased / /mported such goods which were not”- v
T _feqwred n the market or W/? y such goods Were not retumed _‘
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- to jts assoaated compan y from Whom such exp/red goods L

e  pad obliged Jts above assocrated compames b v fifting such

_ -'exp/red goods not reqwred m the market in India.. Hence
- the loss of Rs. 56,55,686/- booked b y assessee in its books

of account by way of obsolescence of stock has no
jUstfﬁcation and is on filmsy grounds. On further
explanation, the assessee has filed a list of inventory
considered obsolescence with copies of bills. On- going
- through the inventory and copies of b/’//S, it /s noticed that
most of bifls are of earlier years. | have also gone through
the statement of accounts of the assessee (balance sheet
and profit and loss account) for assessment year 2003-04

”’“21?-

.Were purchased. Hence /t /s apparent that the assessee S




wherein the assessee had also claimed such loss of Rs.
23,02, 759/~ Hence, I am of the opinion that all such rusty/
expired  stock of goods must have written off in the
assessment year 2003-04. - J/t is also pertinent to mention
here that if the rejected and waste goods sold in the open
market as scrap it would have some value for which the
'assessee has no explanation and has not accounted for the

value of such rusty and rejected goods in its books of

account. From all such facts, it is apparent that entry of

- Joss of Rs. 56, 55, 686/— Was passed on after thought with a
R 'wew to suppress its taxable INCOIE, K’eepmg i view al
-'_'_'-_-:facts dlscussed above the explanat/on tendered by the
e essessee is not acceptab/e and the Joss of Rs 56,55,686/-

'-;_c/a/med by assessee IS dfsa//owed and added to the total

S mcome of the assessee

4 Before the Ld Comm1ssnoner of Income Ta'x (A) assessee

submltted elaborate ‘submissions.  The summary of the assessee S

ubmtssuons m thlS regard |s as under:-

”That assessee has submftted all documents and records

pased upon which assessee has written off stock for the

value of Rs. 56,55,686/- viz; quality test reports of Indian as
well as of foreign lest laboratories  (wherever desrred)‘
copies of complaints of the customers, stock ledgers with
purchase bills and item-wise details of stock Wr/tten off.

That Assessing Officer has 3551gned reasons of rejections
which are not based on the relevant facts and altogether
ignore the explanation of the assessee has given. The
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assessee has sold written off stock auring subsequent year
with copies of sale invoice were f//ed alongwith explanation.

That reason of rejection assignea’ by Assessing Officer have
not been correfated to any actual transaction e.g. Assessing
Officer  has observed that why assessee has made
purchases from  joint venture pariners which are of the
defect material whereas there /s no such case and
Assessing Officer has falled to pomt out any such case.

- That Assessmg Off/cer has fafled to eva/uate the deta//s

'_and documents subm/tted by the assessee and hasw_'_

I'E'_/Ec. ted the assessee 5 c/a/m for the sake of d/sa//o Wance

_ therefore reject/en of assessee c/a/m of Rs 56 55 686/ of
SRR : stoc/( obso/escence /s un/ust/ﬁed and add/tlon be de/etea’ R

i '/t /s pertment to note that assess/ng author/t/es has been |
a//owmg the claim of stock obscence both n ear//er part and |

T_f.‘-j.;-"*’/n subsequent assessment year.

'Dur/ng assessment year 2003—04 assessee c/a/med stock |
'. obso/escence of Rs, 23,02 759/ and no d/sa//owance Was
- made by Assess/ng Officer. C‘op V- of assessment order u/s,

143(3) of A.Y. 2003-04 fs enclosed for ready reference along

- with copy of audited accounts (ref schedule no. 16 of

balance sheet). Similarly Rs. 20,40,342/- was written off

" during the A.Y. 2006-07 as obsolete stock (ref. Schedule 14

i BN HIA i o i
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of the balance sheet) and no disallowance on this issue has
been made as per assessment order u/s. 143(3) of /income

Tax Act. Copy enclosed. ?/
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Thus Assessing Officer  has all along accepted the

assessment year and in subsegquent years.

in view of the above submissions and 5ubm155/0n5 already

made. It is requested to please allow the assessee claim of "

Rs. 56,55, 686/- towards stock obsolescence ‘to meet the

end of justice.”

41 ConS|dermg the above, Ld. Commassuoner of Income Tax (A) held

that the similar claims of the assessee has been aIIowed in the

©prévious @s well as succeedlng assessment years. Hence “he held that
there is no 1ust1ﬁcat|on to dlsallow the identical claim durlng the year g

assessee’s claim of ‘Obsolete Stock’ poth in the eaflier

- under: con5|derat|on He further observed that the stock for the vaiue_“ S

of Rs. 56,55, 866/- was wntten off in the books of assessee on the,.'__‘_':'__ S
ground that matenal supphed d|d not meet the specrﬂcatsons as to the‘_'_i'.-_' |
:composition of the matenals and other short comlngs Ld. R
'Commlssmner of lncome Tax (A) further observed that assessee‘”_,f

follows step-by-step procedure to declare the obsolescence of stock.

The same was as under:-

“a) Onthe recelpt of complaints by the assessee company |

regarding quality control from the buyer(s), samples

are picked out of matenals lying with it (assessee -
company) from the respectlve lots of products

supplied to the buyer(s) and the samé are sent for
testing to well known Iaboratory / test house part from

in-house testing.

(b) On the analysis of the test reports any material is
declared obsolete stock and then written off.”

2‘._‘—}'/’ . .
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4.2 Ld. Commissioner of Income Tax(A) concluded'as under:-

“During the assessment proceedings, the assessee has also

furnished the evidences to prove that the above stock have |
become obsolete during the year under consideration such
as quality test reports of Indian as well as of foreign test
laboratories (wherever desired), copies of complaints of the
.customers stock ledgers with- purchase bills and item-wise -
deta:ls of stock written off. Cons;dermg the volume of the

- assessee’s busmess whereln the assessee 5 turnover was to

the -extentof- about“RsﬁZ& crores the possnblhty of some' |
| stock becomlng obsolete cannot be ruled out. Further the :
E '_obsolete stock has some reahzable value Wthh 1s evndent"_ |
o from the fact that the amount reallzed rs credlted as scrap _

' :sales in the assessees books of account for the year'l

'.'.relevant to AY 2005 06 Con5|dermg the totality of these

facts and the rival submlssmns it is ‘held that the
"”-__--dlsallowance of Rs. 56, 55 866/- on -account  of stock e

obsolescence lS nOtJUStlfled anol the ssame |s deleted v

5. | Aga'lnst the above _order-_the Revenue is in appeal b_efore us.

%

6. We have heard the rival contentions in light of the material

produced and precedents relied upon. .

7. We find that assessee has a proper system in operation for
identification of obsolete stocks. On receipts of the complaints
regarding quality control from the buyer(s), samples are picked out of
materials from the respective lots of products supplied to the buyer(s)
.and the same are sent for testing to well known laboratory / test house
or subjected to in-house testing. On the anaylsis of the test reports

%fﬁg{: 'J.)@. 7
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material is declaréed obsolete and then written off.  We find that the
obsolescence of stock is not @ NEW phenomenon in the llne of business
the assess"ee is involved. During the assessment year 2003-04 the
assessee has clalmed stock obsolescence of Rs. 23,02, 759/- and no
disallowance was. made by the Assessing Officer. Similarly, Rs.
20 AQ,342/- was written off during the A.Y. 2006-07 55 obsolete stock
and no disallowance on this issue was made by the Assessing Officer.
" Thus, we find that Assessing. Officer's observatlon that assessee has
made clalmed of obsolete stock Wlthout proper basis is not sustainable.:

7 1 “Further, T Commrssroner‘-ef tneeme- Tax- (A) has. given.a. flnding_m_,
that assessee has produced the e\ndence to prove that the said stock Q |
have become obsolete during the year like quallty test reports of S
Indlan as well as Foreign Laboratorles coples of complalnts of the
customers stock ledgers with purchase bllls and |tem -wise detalls of
stock wrltten off. Furthermore these ltems Were also furmshed in the

- form of paper book before us

7.2 We further agree W|th the Ld Commlssmner of lncome Tax (A)
that consrdermg the- volume of assessee s busmess wherein the -
assessee ' turnover was to the extent of Rs. 23 crores, the pOSSlblllty -

of some stock become obsolete cannot be ruled out. Furthermore, (Wl

g

e find that Assessing Officer has observed that the purchase bills of
the obsolete stock were pertaining o earlier perlod. we find that
this is not a cogent basis, as only old stock generally become
obsolete. Hence, NO adverse inference can be taken on the ground
that the purchase bills of the obsolete stock were pertaining to earlier
period. Further, Assessing Officer has drawn adverse inference that

there is no realization of scrap value in assessee 's pooks. In this
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gard assessee has duly explained that assessee has sold the

obsolete stock as scrap and the same
f the above said discussions, in

assessment year 2005- -06.

our considered opinion, there is no in

g. Intheresult, the appeal ﬂled by the R

h

In view O

have been _"accou.nted for in- ~

firmity in the order of the Ld.

| | Commlssmner of Income Tax (A), accordingiy, we uphold the same.

evenue stands dismissed.

Order pronounced in the open court on.../..,.ﬂ2013
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[SHAMIM YAHYA]

;jUDICIAL MEMBER e
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