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MEA/ORDER

PER DUVVURU RL REDDY, JUDICIAL MEMBER:

This appeal filed by the assessee is directed against the order of the
Id. Commissioner of Income Tax (Appeals) 11, Chennai dated 14.11.2017
relevant to the assessment year 2009-10. The only effective ground raised in
the appeal of the assessee is that the Id. CIT(A) has erred in confirming the
disallowance of expenditure of %.2,34,411/- on the ground that the assessee

has not commenced its business operation.
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2. Brief facts of the case are that the assessee filed return of income o n
17.09.2009 admitting total income at X.3,21,150/- under normal provision.
The case was selected for scrutiny and verified the books of accounts as
furnished by the assessee against statutory notices. During the course of
assessment proceedings, the Assessing Officer disallowed the claim of
expenditure of .2,34,411/- on the ground that the expenses claimed by way
of ROC fees for increasing authorized capital cannot be allowed as a
deduction since the assessee has not commenced its business operation
and accordingly, he assessed the total income of the assessee at

%.5,55,560/-.

3. The assessee carried the matter in appeal before the Id. CIT(A). After
considering the submissions of the assessee as well as facts of the case,
the Id. CIT(A) confirmed the disallowance and dismissed the appeal of the

assessee.

4. On being aggrieved, the assessee is in appeal before the Tribunal. By
relying on the decision in the case of CIT v. L.G. Electronic (India) Ltd. 282
ITR 545 (Delhi), the Id. Counsel for the assessee has submitted that the
expenditure incurred during the course of setting up of business is an

allowable deduction and prayed for allowing the same.
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5. Per contra, the Id. DR vehemently argued that no capital expenditure
incurred during the course of setting up of business was allowed and thus

the case law relied on by the Id. Counsel for the assessee is distinguishable.

6. We have heard both the sides, perused the materials available on
record and gone through the orders of authorities below. In the assessment
order, the Assessing Officer has observed that the expenses claimed by way
of ROC fees for increasing authorized capital cannot be allowed as a
deduction since the assessee has not commenced its business activities.
Accordingly, the Assessing Officer disallowed the assessee’s claim of ROC
fees. On appeal, the Id. CIT(A) has observed that the ROC fees paid for
increase in authorized share capital of a company is a capital expenditure in

nature and hence cannot be allowed as an allowable deduction.

6.1 In the case of Punjab State Industrial Development Corporation Ltd. v.
CIT 225 ITR 792 as well as in the case of Brooke Bond India Ltd. v. CIT 225
ITR 798, the Hon'ble Supreme Court has categorically held that the
expenditure incurred by a company in connection with issue of shares with a
view to increase its share capital, is directly related to the expansion of the
capital base of the company, and is capital expenditure, even though it may

incidentally help in the business of the company and in the profit-making.
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6.2 As has been rightly pointed out by the Id. DR, no capital expenditure
incurred during the course of setting up of business was allowed in the case
of CIT v. L.G. Electronic (India) Ltd. (supra), the said case law has no
application to the facts of the present case, because, the expenditure
claimed by the assessee was revenue in nature incurred during the course
of setting up of business was allowed and the Hon’ble Delhi High Court has

affirmed the same.

6.3 As has been held by the Hon’ble Supreme Court referred to above,
the Id. CIT(A) has rightly held that the ROC fees paid for increase in
authorized share capital of a company is a capital expenditure in nature and
hence cannot be allowed as an allowable deduction. Thus, we find no
reason to interfere with the order passed by the Id. CIT(A) on this issue and

accordingly, the ground raised by the assessee stands dismissed.

7. In the result, the appeal filed by the assessee is dismissed.

Order pronounced on the 15™ October, 2018 at Chennai.

Sd/- Sd/-
(ABRAHAM P. GEORGE) (DUVVURU RL REDDY)
ACCOUNTANT MEMBER JUDICIAL MEMBER

Chennai, Dated, the 15.10.2018
Vm/-
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