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   The appeal by the Revenue and the cross objection by 

the assessee  are directed against the order of the 
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Commissioner of Income-tax(Appeals) dated 30.10.2015 for the 

assessment year 2006-07. 

2. The Revenue has raised the following grounds : 

 
“2.1 The learned CIT(A) erred in deleting the 
disallowance on write down of obsolete inventory of 
₹8,63,75,000/-. 
 
2.2.  The learned CIT(A) erred by holding that the 
obsolete inventory is allowable expenditure as 
electronic goods are manufactured as per the 
specification and design given by the contracting 
company and as per the agreement against the fact 
that the inventory of item manufactured item should 
have been handed over to the contracting company 
and hence cannot form part of the stock of the 
assessee and hence expenses on wrie down of 
obsolete inventory is not allowable expenditure in the 
hands of the assessee. 
 
2.3 The CIT(A) ought to have given opportunity to 
the Assessing Officer while deciding the issue based 
on the additional evidence produced by the assessee 
in the form of agreement, etc.  
 
2.4 The CIT(A) ought to have appreciated the 
ratio of the Hon’ble Apex Court in the case of CIT Vs. 
Chainrup Samptram (24 ITR 481) wherein it was held 
that the value of inventory cannot be NIL and has to be 
valued at cost or market price whichever is less.” 
 
 

3. The assessee, in its cross-objection, is challenging the 

reopening of assessment. 
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4. There is a delay of 4 days in filing the appeal by the 

Department, before the Tribunal.  The Revenue has filed a 

condonation petition explaining the reasons for the delay.  After 

going through the condonation petition, we are of the opinion that 

there is good and sufficient reason for filing the appeal belatedly 

before this Tribunal.  Accordingly, the delay is condoned in filing 

the appeal by the Department and the appeal is admitted for 

adjudication. 

5. First, we take up the cross-objection filed by the 

assessee, which is going to the root of the matter.  The 

assessment is relating to AY 2006-07.  Originally, the 

assessment was done u/s.143(1) of the Act and the assessment 

was completed u/s.143(3) of the Act on 19.12.2008.  Later, a 

notice was issued u/s.148 of the Act on 31.3.2011.  

6.  The contention of the ld. AR is that reassessment is bad 

in law in view of the judgment of the Supreme Court in the case 

of CIT v. Kelvinator India Ltd. (320 ITR 561), as it is only due to 

change of opinion.  Further, he submitted that the during the 

assessment proceedings, the details regarding ‘inventory written 

down’  were called and the assessee has furnished the details  
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and after discussion, the plea of the assessee was accepted 

while completing the assessment u/s.143(3) of the Act.  

According to the ld. AR, reassessment was only on account of 

audit objection which is only on account of change of opinion.  

For this purpose, he relied on the following judgments : 

a. IL & FS Investment Managers Ltd. Vs. ITO & Ors. (2008) 298 

ITR 32 (Bom) 

b. Vijaykumar M.Hirakhanwala (HUF) Vs. ITO & Ors (2006) 287 

ITR 443 (Bom) 

c. CIT vs. Lucas TVS Ltd. (2001) 249 ITR 306 (SC)  

d. Purity TechTextiles Pvt.Ltd. Vs. ACIT (2010) 325 ITR 459 

(Bom.)  

7. On the other hand, the ld. DR relied on the order of 

the CIT(Appeals). 

 
8. We have heard both the parties and perused the 

material on record.  We have gone through the judgment 

cited by the parties.  In those judgments, there is no 

reference to Explanation 1 to sec.147 of the Act.  The 

Explanation 1 to sec.147 reads as under : 
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“Mere production of accounts book or other 
evidence from which material evidence could with 
due diligent could have been discovered by the 
AO does not necessarily amount to a disclosure 
within meaning of First Proviso to Section 147 – 
“necessary” –” 
 

Being so, production of books of account or evidence by 

the assessee at the time of assessment cannot take away 

the right of the AO to reopen the assessment, if he finds 

that the income has escaped assessment.  Sometimes, it is 

possible that the AO may fail to consider certain issue at 

the time of assessment, later if he finds such issue, he has 

the right to issue notice u/s.148 of the Act for reopening the 

assessment.  Since, the assessment is completed 

u/s.143(3) of the Act, it cannot be said that within four 

years, the assessment cannot be reopened by the AO.  For 

this purpose, the CIT(Appeals) relied on the following 

judgments : 

(a) In the case of  Siemens Info. Systems Ltd. V. ACIT, 
Range-&(2), Bombay reported in 343 ITR 188 and 207 
Taxman 132 (Bom), the Hon’ble Bombay High Court 
held that just because 10A was allowed by the AO 
without specifically dealing with eligibility of assessee 
to said claim, the assessment can be reopened to deal 
with the issue. 
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(b) In the case of CIT(Central Circle) vs. S C Finance Ltd. 
(Karnataka High Court) reported in 201 Taxman 136, 
the Hon’ble High Court held that f there is some 
chargeable interest and assessee has not indicated 
that interest at all in the return of income, it amounts to 
non disclosure of chargegable interest.  Mere filing of 
copy of P & L Account with return does not make any 
difference. 

(c) In the case of Indian Humpipe Co. Ltd. Vs. ACIT 
(Cent. Circle), Bombay reported in 207 Taxman 136, it 
is held as follows :  
 

Explanation 1 to sec.147  
“Mere production of accounts book or other 
evidence from which material evidence could 
with due diligent could have been discovered 
by the AO does not necessarily amount to a 
disclosure within meaning of First Proviso to 
Section 147 – “necessary” – 79 ITR 582(SC) 
followed.” 
 

(d) In the case of Samiti Ltd. Vs. Union of India 
reported in 204 Taxmann 373 – PLVPBESS, the 
Hon’ble High Court discussed, truly and fully 
material facts to come to conclude that the 
reopening is valid. 
 

(e) In the case of CIT vs. Sunanta Bai reported in 
344 ITR 271 (Kerala High Court), 80HH allowed 
in orginal assessment, non restoration of claim by 
the assessee allowed in the proceedings years, 
reopening held to be valid. 

 
(f) In the case of CIT v. Ratchand Naher reported in 

295 ITR 403 (Rajasthan High Court, the Hon’ble 
High Court discussed adequacy or sufficient of 
material about failure of assessee.” 
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In view of the above, we do not find any reason to 

interference with the order of the CIT(Appeals) and the 

same is confirmed. 

 
9. Now, coming to the merits of the issue with regard to 

disallowance of write down of obsolete inventory of  

₹8,63,75,000/-, the grievance of the ld. DR is that while 

deciding the issue, the CIT(Appeals) admitted fresh 

evidence, which was not produced before the AO. 

 
10.   We have heard both the parties and perused the 

material on record.  Admittedly, we find that in the appellate 

proceedings, the CIT(Appeals) has gone through the AMC 

Contract on the basis which the relief was given to the 

assessee and the assessee was submitted only the 

following documents before the AO: 

“a) Contractual agreements with the customers 
b) Note on Inventory write down together with details of 
inventories 
c) Minutes of the Audit Committee of the Board of 
Directors” 
 

Hence, the AO is deprived of going through the AMC.  

Therefore, in our opinion, it is appropriate to remit the issue 
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to the file of the CIT(Appeals) to call for the remand report 

from the A.O.  Accordingly, we remit this issue to the file of 

the CIT(Appeals) to call for the remand report from the AO 

and then decide the issue on merits.  At this stage, we 

refrain from going into other grounds raised by the 

Revenue. 

11.      In the result, the cross objection of the assessee is 

dismissed and the appeal of the Revenue is partly allowed 

for statistical purposes. 

          Order pronounced on Monday, the 22nd of August, 2016  
at Chennai. 

 
         Sd/-                 Sd/- 

        (जी. पवन कुमार)                                              (चं' पूजार�)

(G. Pavan Kumar) (Chandra Poojari)

9या�यक सद;य/Judicial Member लेखा सद;य/Accountant Member                  

 

चे9नई/Chennai, 

Cदनांक/Dated, the 22nd August, 2016. 
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