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ORDER

PER A. K. GARODIA, A.M.:

This appeal is filed by the assessee which is directed against the order

of CIT (A) — 5, Bangalore dated 10.02.2016 for A. Y. 2010 - 11.

2. The assessee has raised several grounds but the only grievance of the

assessee is about disallowance of Rs. 616,980/- as prior period expenditure.

3. Heard both sides. This is the main submission of the learned AR of
the assessee that the liability has crystallized in the present year and
therefore, it should be allowed. He had drawn my attention to pages 3 & 4 of

the assessment order where the AO has discussed the facts and decided the
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issue. He pointed out that it was submitted before the AO that as per the
understanding of the assessee with M/s Reliance Limited, if the assessee
brings in bulk business, trade discount will be allowed to the assessee and it
has to be passed on to the customer of the assessee i.e. M/s Vijaymohini
Mills. It is also noted by the AO that as per the submission of the assessee,
the assessee received Rs. 786,972 /- as discount from M/s Reliance in FY
2008 - 09 (A. Y. 2009 - 10) and it was offered to tax in that year because
due to non reconciliation of accounts with M/s Vijaymohini Mills, the
discount could not be passed on to this party in that year and in the present
year, after a lot of discussion and deliberation, the accounts were finally
reconciled on 18.03.2010 and by that time, the accounts for A. Y. 2009 - 10
were finalized and therefore, the discount was passed on to M/s Vijaymohini
Mills in the present year. He pointed out that this is not the case of the AO
that these submissions of the assessee are incorrect. He pointed out that
this is the objection of the AO that the expenditure cannot be allowed in the
year in which the difference was reconciled. In my considered opinion, this
is settled law that if the liability has crystalised in a later year, deduction is
allowable in that year. Hence, if the assessee is able to establish that the
liability to pass on discount to M /s Vijaymohini Mills has crystalised in the
present year, deduction is allowable in the present year but there is no
finding of AO or CIT (A) on this aspect. Therefore, I feel it proper to restore
this matter to AO for a fresh decision. Accordingly, I set aside the order of
CIT (A) and restore this matter to AO for a fresh decision with the direction

that the assessee has to establish that the liability to pass on discount to
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M/s Vijaymohini Mills has crystalised in the present year. If the assessee is

able to do so, deduction to that extent should be allowed in the present year.

4. In the result, the appeal of the assessee is allowed for statistical
purposes.

Order pronounced in the open court on the date mentioned on the caption page.
Sd/-

(A.K. GARODIA)
ACCOUNTANT MEMBER

Bangalore:

Dated: 21.12.2017.
/IMS/
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