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MAHT FRAFTH,1961 F 4130 254(1)F F=ANT A
Order u/s.254(1)of the Income-tax Act,1961(Act)

AGT T, T+ & AT -Per Rajendra,AM:
Challenging the order,dated 26/09/2014,0f the CIT (A)-22, Mumbai the Assessing

Officer(AO) has filed the present appeal.Assessee, an individual,engaged in the business of
offset and screen-printing, filed his return of income on 12/10/2010,declaring total income at
Rs.38.04 lakhs.The AO completed the assessment u/s.143 (3) of the Act,on 14/02/ 2013,

determining his income at Rs.85.02 lakhs.

2.Effective ground of appeal is about deleting the disallowance of bank processing charges of
Rs.36.21 lakhs.During the assessment proceedings,the AO found that the assessee had
debited a sum of Rs.36,21,006/-towards bank processing charges in the profit and loss
account,that the amount pertained to the term loan availed from Abhayuday Cooperative
Bank Ltd. He held that the bank charges were with regard to various term loans,that the same
were not in the nature of revenue expenditure,that processing charges had to be treated as
capital expenditure,that assessee was not entitled to claim amortisation of the expenditure

u/s.35D of the Act.Finally, he added the said amount to the total income of the assessee.

3.Aggrieved by the order of the AO.,the assessee preferred an appeal before the First
Appellate Authority(FAA).Before him,the assessee made elaborate submissions. After
considering the assessment order and the submissions of the assessee,the FAA directed it to

file certain documents,including invoice for purchase of machinery,copies of the term loans
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sanctioned, details of letters of credit.The assessee filed the necessary details before him.
After considering the same,he observed that machineries were purchased in the earlier
assessment years,that the letter of credit with the HDFC bank was opened on 30/08/2007,that
same was subsequently closed by the assessee during the year under appeal,that the term loan
was utilised for purchase of machinery only,that the perusal of the balance sheets for the
AY.2009-10 indicated addition to fixed assets to the tune of Rs.93.26 lakhs,that the assessee
had already put into use the purchased machinery,that any payment after machinery was put
into use had to be allowed as revenue expenditure-whether it was termed as processing
charge or interest expenditure in the books of accounts.He further observed that machinery
had been capitalised in the year 2008 itself, that the claim made by the assessee was in order.

Finally,he allowed the appeal filed by the assessee.

4.During the course of hearing before us,the Departmental Representative(DR) stated that
matter could be decided on merits.As stated earlier None appeared on behalf of the assessee.

We find that the FAA has given a categorical finding of fact of purchase of machinery in the
earlier years and capitalisation of the machinery in that year,that the assessee had paid
processing charges to the bank,that the expenditure incurred has not been doubted by the
AO,that the AO has not given any reason for treating the expenditure as capital expenditure.
Any expenditure incurred for running the business has to be treated and allowed as revenue
expenditure and not capital expenditure.Considering the facts and circumstances of the case,
we are of the opinion that the order of the FAA has to be confirmed.Upholding his order,we

decide the effective ground of appeal against the AO.

As aresult appeal filed by the AO stands dismissed.
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Order pronounced in the open court on 10" February, 2017.
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