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ORDER

These assessee’s twin appeals for assessment years

2011-12 & 2012-13,

arise against the CIT(A),

Belagavi’s

separate orders, both dated 18.06.2018, passed in case

ITA.No.04/BGV/2016-17 and in case N0.339/BGM/2014-15,

in proceedings u/s. 143(3) r.w.s. 147 of the Income Tax Act,
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1961 and in proceedings u/s. 143(3) of the Income Tax Act,

1961, (in short "the Act") assessment year-wise, respectively.

Heard both the parties. Case file perused.

2. It emerges during the course of hearing that the

assessee’s identical sole substantive grievance raised in both

these appeals seeks to reverse the learned lower authorities

action adding interest income of Rs.3,18,602/- and

Rs.11,71,029/- [received on term deposits] during the course

of assessment and upheld in the CIT(A)'s order(s) as follows :

23 The assessee company filed its e-return of income for A.Y.2011-12 on 21/09/2011
declaring net loss of Rs. 5,34,872/-. The assessee company has set off interest income against
preoperative expenses and depreciation. As it is not admissible before the commencement of the
business or manufacturing activities, the income for the assessment year under consideration had
escaped assessment. Hence, the AO had reopened the assessment u/s. 147 of the Income Tax Act,
and disallowed the set off interest income of Rs.3,18,062/- and brought it tax.

s Aggrieved by the order of the Assessing Officer, the appellant filed the present appeal
grounds. The grounds of appeal raised by the appellant are reproduced as under:

“The Ld. Assessing Officer has erred in low as well as on facts by treating interest

income under “Income from other sources” instead of income from Business.

2. The ld. Assessing Officer has erred in law as well as on facts in disallowing the
expenditure claimed in profit and loss account agalnst the income earned.

3. The Appéllant craves leave to add, modify. aiter or withdraw any grounds of oppeal and
prays for alfowing this appeal.”
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M/s. Sangamesh Sugars Limited, Naganur PK, Athani

ITA No.04/BGV/20186-17, A.Y. 2011-12 o
4. . The appeal was posted for hearing on 08/12/2017 and 15/06,20;8;1 :; rehs:aof:&:; =,
the notice Issued by this office Shri. Omkar Godbole, AR of ‘_the appellant attf.-r; en hezrd

behalf of the appellant. He has also filed the written submissions. The case has bee .

) issi he
5 } have carefully considered the facts of the case, the submissions made by t
appellant and perused the assessment order.

6. sangamesh Sugars Limited is a domestic company [n.cor?orated or; 10/0:/:0??{:232;
Companies Act, 1956. The company was incorporated with an f:bjectwe_ to imp e;nBer;a asi dJistrict.
sugar factory and co-generation of plant at village Nagaqur PK in Athamv t.aluka; kzng el
However, during the previous year (F.Y: 2010-11) no manufaclturmg activities had ta nze ik s
factory was still under erection stage. There was no product‘lon of sugar and no ;e:eed

operatians during the year under consideration. Thus the business was not comme 5

————

7. The deduction for prefiminary and preoperative expenses priqr t? commencement_ of
business cannot be set off against any other income. The assessee can c.aplltallze the preoperau;f;
expenses in the year of commencement of business or amortize the preliminary exp_enses ufs. 3
once the business commences. Since, no manufacturing activities were commenced in the previous

year, the assessee Is not entitled to set off preoperative expenses against the income from other
sources.

8. Considering the facts, the AO’s action in this case is in accordance with law. Hence,
the addition made by the AOQ is confirmed and the appeal of the assessee is dismissed.
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3. I have given my thoughtful consideration to
vehement rival stands and find no merit in the assessee’s
arguments. This is for the precise reason in light of the
CIT(A)'s detailed discussion extracted in the preceding
paragraph that the impugned deduction for preliminary and
pre-operative expenses prior to commencement of the
assessee’s business could hardly be given to be set-off against
any other income. Learned CIT(A) has already concluded that
the assessee could very well amortize or capitalize the
impugned expenditure since it had not even commenced its
manufacturing activities in both these financial years. Faced
with the situation, I find no merit in assessee’s instant
substantive ground. The same is rejected therefore. Ordered

accordingly.

4. These assessee’s twin appeals are dismissed in
above terms. A copy of this common order be placed in the

respective case files.

Order pronounced in the open court on 25.01.2023.

Sd/-
[SATBEER SINGH GODARA]
JUDICIAL MEMBER
Pune, Dated 25t January, 2023

VBP/-
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