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AT=9T / ORDER

PER R.S.SYAL. VP :

This appeal filed by the assessee is directed against the order
passed by the Commissioner of Income-tax (Appeals)-1, Nashik on

17-01-2017 in relation to the assessment year 2012-13.

2. The only issue raised in this appeal is against the

confirmation of addition of warranty expenses amounting to

Rs.15,26,750/-.

3.  Briefly stated, the facts of the case are that the assessee

claimed deduction for warranty expenses amounting to
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Rs.30,79,750/-. The Assessing Officer observed that there was
existing provision for warranty expenses at Rs.15,53,000/- which
pre-existed even before the opening of the year. It was opined that
the expenses incurred during the year ought to have been first
reduced from the amount of provision. He, therefore, made
addition to the extent of Rs.15,26,750/-, being, the difference
between the amount of warranty expenses and amount of
provision. The 1d. CIT(A) echoed the assessment order on the

point.

4.  Having heard both the sides and gone through the relevant
material on record, it is found as an admitted position that there
was opening balance of provision of warranty at Rs.15,53,000/-.
The Id. AR submitted that from this year onwards, the assessee
dispensed with the practice of creating provision for warranty and
started taking expenses direct to the Profit and Loss account. The
assessee incurred expenses during the year against warranty
amounting to Rs.30,79,750/- and claimed deduction for the entire
amount without adjusting the opening balance of the provision for
warranty. Once there was opening balance of provision for
warranty, any expenses incurred in satisfaction of the warranty

claims ought to have been first reduced from the existing
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provision, for which deduction was claimed at the time of creating
the same. As the assessee has kept the provision intact and claimed
deduction for actual expenses by way of debit to the profit and loss
account, we hold that the authorities below have correctly decided

this issue by disallowing the amount pro tanto.
5.  In the result, the appeal is dismissed.

Order pronounced in the Open Court on 01* October, 2019.
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