
 

IN THE INCOME TAX APPELLATE TRIBUNAL 
CHANDIGARH BENCHES ‘SMC’ CHANDIGARH 

 
 

BEFORE SHRI GEORGE GEORGE K. JUDICIAL MEMBER  
 
 

ITA No.593 /Chd/2016 
        (Assessment Year: 2007-08) 

 
 
Moonlight Tools (P) Ltd.,   Vs.  The D.C.I.T., 
Village Jaspalon, G.T. Road,     CC-II,  
Doraha, Distt. Ludhiana.     Ludhiana. 

PAN No. AADCM4974D 
(Appellant)       (Respondent) 

 
 

Appe l lant  by   :   Shri  S .C.  Jain  

Respondent  by :   Shri  S .K.  Mit ta l ,  DR 

Date of  hear ing :     30.06.2016 

Date of  Pronouncement   :  01.07.2016 

 
 
 

O R D E R 
 
 

          Th i s  a ppea l  a t  t h e  i n s t anc e  o f  t h e  a s s e s s e e  i s  

d i r e c t ed  a g a in s t  t h e  order of  the Commissioner  o f  Income 

Tax (Appeals ) -5 ,  Ludhiana dated 18.3.2016 re lat ing  to 

assessment  year 2007-08,  passed under  sect ion 250(6 )  o f  the 

Income Tax Act ,  1961 ( in  short  ‘ the  Act ’ ) .  

2 .   The sol i tary  issue for  my considerat ion is ,  whether  

the  CIT  (Appeals )  is  jus t if ied  in  conf irming  the  d isal lowance  of  

expenses  amount ing  to  Rs .1,07,940/-  made by the  Assess ing 

Of f icer .  
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3.   Br ie f ly  s tated,  the  facts  o f  the case are as  fo l lows :  

 The assessee  is  a  company engaged in  the  bus iness of  

manufactur ing of  auto  parts .   For  the  assessment  year 2007-

08,  the  return o f  income was f i led  on 30.10.2007 dec lar ing 

“ni l ”  income.   The assessment  under  sect ion 143(3)  o f  the  Act  

was completed by making an addi t ion of  Rs .1 ,21,541/-.   

Among other addi t ions,  the Assessing  Of f icer  made an 

addi t ion o f  Rs .1 ,07,940/-  by d isa l lowing the expendi ture 

c la imed by the assessee .   This  expendi ture  c la imed by the 

assessee  was a payment  made to  Punjab State  E lectr ic i ty  

Board (PSEB)  be ing  usage  o f  excess  load dur ing  the  peak 

hours.    The Assess ing  Of f icer  was o f  the  v iew that  the 

payment  is  in  the  nature  of  penalty  and the  same cannot  be  

a l lowed as a business expenditure .  

4 .   Aggr ieved by  the  order of  the  Assessing  Of f icer ,  the 

assessee  pre ferred appeal  to  the  F irst  Appel la te  Author i ty .   

The CIT (Appeals )  conf irmed the  act ion o f  the  Assessing 

Of f icer  on two counts ,  namely that  the  said  expenses  were 

incurred for  in fract ion of  law by us ing  unauthorized load and,  

therefore,  is  not  an a l lowable  expenditure.   Secondly ,  the  CIT 

(Appeals )  was of  the  v iew that  the  charges  are  not  d irect ly  

re lated to  the  units  consumed and,  there fore ,  i t  i s  a  capi ta l  

expenditure in  nature and not  a revenue expenditure .  

5 .   Aggr ieved by  the  order  o f  the  CIT (Appeals ) ,  the 

assessee  is  in appeal  before the  Tr ibunal .   The learned 

counse l  for  the assessee  re i terated the  submiss ions made 
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before  the  lower  authori t i es .   The learned D.R.  was duly 

heard.  

6 .   I  have  heard the  r iva l  submissions and perused the 

mater ia l  ava i lable  on record.   The assessee  had produced in 

the  Paper  Book,  a  photocopy of  the  cer t i f i cate  issued by  the 

SDO,  PSEB,  wherein  i t  i s  c lear ly  s tated that  the  sum has been 

pa id  for  excess  load charges .   The assessee  has used 300.68 

excess  load as  on the  date  o f  inspect ion.  The amount  paid  is  

for  usage of  load in  excess  sanct ioned to  the  assessee.   The 

assessee  has  also furnished photocopy of  the  receipt  of  

payment of  Rs .1,07,940/-.    The payment  is  for  the e lectr ic i ty  

consumed for  the  manufactur ing  act iv i t i es  of  the  assessee .  

Therefore,  i t  cannot  be  s tated that   the  payment is  for  any 

inf ract ion o f  law.   On the  contrary ,  i t  has a  di rect  nexus in 

the manufactur ing  act iv i t i es  o f  the  assessee.    

7 .   On ident ica l  facts,  the  I .T.A .T. ,  Chandigarh Bench 

in  the  case  o f   DCIT Vs.  M/s Oswal  Wool len Mi l ls  Ltd .  In  ITA 

No.1134/Chd/2011 had dec ided the  issue in  paras  15 and 16 

o f  the order  and the same read as  fo l lows :  

“ 15 .   I n  v i ew  o f  t h e  r a t io  l a i d  d own  by  th e  H on ' b l e  P un ja b  & 

H a r ya na  Hi gh  C our t  an d  t h e  T r ib un a l  i n  a s s es s ee ’ s  own  c a s e ,  

w e  h o ld  t ha t  t he  e x c e s s  pe a k  lo ad  c har g es  l e v i ed  b y  t h e  P S EB 

p a i d  b y  t h e  a s s es s e e  d ur in g  t h e  y ea r  u nd er  co ns id era t i on  

w e re  a l l owa b l e  e xp e nd i tu r e  i n  t he  ha n ds  o f  t h e  as s e s se e  as  

b e in g  r e la ta b l e  t o  c ar r y i ng  o n  th e  bu s i n es s  o f  t h e  a s se s s e e  

c o m pa n y .   T h e  t o ta l  e x p en d i t ur e  pa i d  b y  t h e  as se s s e e  dur in g  

t h e  y e ar  un d er  co ns id e ra t io n  w as  R s . 2 . 04  c ro r es .   Th e  

H o n ' b l e  S upr e m e  Co ur t  i n  c i v i l  a pp e a l  f i l e d  b y  t h e  as s es s e e  

a g a in s t  P SE B  & O th e rs  ( su pr a )  v id e  j ud g me n t  d a t ed  
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2 8 .4 .2 00 6  ha d  r edu c e d  c ha rg e s  t o  R s .3 1 , 47 ,3 10 / -  a nd  th e  

a s s e s s e e  wa s  e n t i t l e d  t o  r e f un d  o f  R s .1 ,7 2 , 96 ,0 36 / - ,  w h i ch  

h as  b e en  sh own  as  i n co m e  b y  t h e  a s se s s e e  i n  t h e  s ub s eq u en t  

y e a r  i . e .  a s s e s s m en t  y e ar  2 00 6 -0 7 .   Th e  as s es s e e  ha d  a l r e ad y  

d e c lar e d  th e  i n com e  to  t h e  e x t e n t  o f  Rs .1 .7 3  c ro re s  i n  t h e  

s u c c ee d i ng  y e ar ,  w h i ch  h as  b e en  t ax e d  in  t he  h an ds  o f  t h e  

a s s e s s e e .   Th e  sa i d  e xp e nd i tu re  i s  d u l y  a l l ow ab l e  i n  t h e  

h a nds  o f  t h e  as se s s e e  an d  th e  ba la n c e  e x pe nd i t ure  o f  

R s .3 1 , 47 ,3 10 / -  i s  a l so  d i r e c t e d  to  b e  a l l ow ed  b y  t he  

A ss e s s i ng  O f f i c er  i n  v i ew  o f  ou r  f i n d in g  i n  t h e  p ar as  

h e r e in a bo v e .   In  v i e w  t h er e o f ,  g r ou nd  o f  a pp e a l  N o . 4  ra i s ed  

b y  t h e  as s es s e e  on  t h e  m er i t s  i s  a l l ow e d  a nd  th e  gr ou nd s  o f  

a p pe a l  N os . 1  a nd  2  ra i s ed  b y  t he  Rev e n u e  ar e  d i s mi s s ed .   I n  

v i ew  o f   our  a l l ow in g  th e   i s su e   on  me r i t s  o f  ap p ea l ,  w e  a re  

n o t  ad ju d i ca t in g  th e  i s su e  o f  r e op e n i ng  o f  a s se s s m en t  u n de r  

s e c t io n  14 7 / 14 8  o f  t h e  A c t .    

1 6 .  I n  t h e  r es u l t ,  t h e  a pp e a l  o f  t h e  as s es se e  i s  p ar t l y  

a l l ow ed  a nd  th e  a pp e a l  o f  t h e  R e ve nu e  i s  d i s mi s s ed” .  

8.   The Hon'ble  Coordinate  Bench o f  Tr ibunal  in the 

case  of  DCIT Vs.  M/s Oswal  Wool len Mi l ls  Ltd.  ( supra)  had 

fo l lowed the  judgment of  Hon'ble  Jurisdic t ional  High Court  in  

the case  of   CIT Vs.  Hero  Cyc les  Ltd . ,  where in ident ica l  

payment made by  the  assessee  in  that  case  was a l lowed as  a 

deduct ion holding  the  same is  not  a  penalty.   The re levant 

f inding of  the  Hon 'b le  Jur isdict ional  High Court  in the case  o f   

CIT Vs.  Hero Cyc les Ltd .  ( supra )  reads as under :  

“12. We have given our careful consideration to the rival 

contentions. In our considered view, there is no distinction between 

the nature of the payment made by the assessee to the PSEB in the 

case of Industrial Cables 9 India) Ltd. ( supra) and in the case of the 

assessee. Since the claim of the assessee in the case of Industrial 

Cables ( India ) Ltd. (supra) has been held not to be in the nature of 

penalty, we respectfully following the order of the Hon'ble Punjab 
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and Haryana High Court in the case of Industrial Cables ( India) 

Ltd. ( supra) hold that the assessee is entitled, to deduction on 

account of extra charges paid to the PSEB for drawing extra load 

in peak hours. The addition of Rs.11,83,050 is accordingly 

deleted.” 

9.   In  v iew of  the  above-said  reasoning and the  judic ia l  

pronouncement c i ted supra,  I  ho ld that  the amount  paid  to 

PSEB amounting to  Rs.1,07,940/-  is  to  be  a l lowed as  business 

expenditure.  I t  is  ordered accordingly.  

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

Order pronounced in  the  open court  on this  1 s t                            

day  o f  July ,  2016 

                                             

                     Sd/- 
(GEORGE GEORGE K.) 

         JUDICIAL MEMBER 
Dated :  1s t July, 2016 
 
*Rati* 
 
Copy to: The Appellant/The Respondent/The CIT(A)/The CIT/The DR.  

 

Assistant Registrar,  
ITAT, Chandigarh 
 

 

  

 

 

 

 

 


