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AGT ST o= & AFA PER RAJENDRA, AM-
Challenging the order dt.03.10.2013 of CIT(A)-9,Mumbai,the Assessing Officer(AO)has
filed the present appeal.
Assessee-company,engaged in the business dealing in telecommunication equipments,filed its
return of income on 29.09.2010declaring loss of Rs.3.95Crores.The AO completed the

assessment on 19.02.2013,u/s.143(3) of the Act determining the income of the assessee at Rs.
(-)3.26 Crores.

2.Effective ground of appeal is about deleting the addition made by the AO,amounting to Rs.
69.42 lakhs under the head management fees.During the assessment proceedings,the AO
found that the assessee had debited Rs.69,42,392/-as management fees.He asked the assessee
to explain as to why the expenditure should not be disallowed as same was not revenue in
nature.After considering the submissions of the assessee,the AO held that the assessee had
made the payment in lieu of receiving infrastructure support for corporate development and
industrialisation,that same was to be treated as capital expenditure.

3.Aggrieved by the order of the AO, the assessee preferred an appeal before the First
Appellate Authority(FAA).Before him it was argued that the assessee had entered in to an
agreement with a German Company to provide management support infrastructure services,
that payments were not in connection with any transfer of Technology or for acquisition of
capital asset,that expenditure incurred under the heads salary,tent electricity,that the expenses
were for running the business,that the payment was 4.55% of the total turnover,that as per the
RBI guidelines limit for such expenditure had been fixed at 5%;,that the expenditure did not
result in any enduring benefit to the assessee.

After considering the submissions of the assessee,the FAA held that the management fees
paid by the assessee-company was a routine expenditure,that it was not one time expenditure
that would result in enduring benefit lasting for several years,that the expenditure incurred by
the assessee was a revenue expenditure.Finally,the appeal filed by the assessee was allowed.

4.Before us,the the Departmental Representative(DR)supported the order of the AO.The AR
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stated that while completing the assessment u/s.143(3)of the Act for the AY.2012-13,the AO
had allowed the identical expenditure.

5.We have heard the rival submissions and perused the material before us. We find that the
assessee had made payment to its parent company for providing assistance in various areas of
actual functioning of the company and particularly the regular periodic audit by the qualified
persons,that the assessee had to incur the said expenditure on yearly basis,that in one of the
subsequent years the AO himself has held it to be revenue expenditure,that the nature of
expenses incurred clearly establish that same were of revenue nature.In our opinion,order of
the FAA does not suffer from any legal infirmity.Therefore,confirming his order,we decide
effective ground of appeal against the AO.

As aresult, appeal filed by the AO is dismissed
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