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ORDER

PER SHRI N.V.VASUDEVAN, VICE PRESIDENT :

This is an appeal filed by assessee against order dated 20-06-2019
passed by Ld. CIT(A), Bangalore relating to assessment year 2014-15.

2. The assessee is a company. During the relevant previous year the
assessee paid fees to the Registrar of Company (ROC) of an amount of
Rs.5,03,000/- towards increase in share capital. In the assessment
completed u/s 143(3) of the Income Tax Act, 1961 (Act), on 27-10-2016,

the AO did not disallow the claim of assessee for deduction on account of
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fees paid to ROC for increase in share capital. It is not in dispute that in
the light of the decision of the Hon’ble Supreme Court in the case of
Punjab State Industrial Development Corporation Ltd.. Vs CIT, 225 ITR
792(SC) fees paid to ROC towards increase in share capital has to be

treated as capital expenditure and cannot be allowed as deduction.

3. The AO realizing that the ROC filing fees had not been disallowed in
the assessment concluded u/s.143(3) of the Act, initiated proceedings
u/s 154 of Act and by an order dated 26-10-2018 disallowed the ROC
filing fees and accordingly added the sum disallowed to the income

assessed u/s 143(3) of the IT Act, 1961.

4. On appeal by the assessee the 1d.CIT(A) confirmed the order of

Assessing Officer.

5. Before us, the ld.Counsel for the assessee did not dispute the legal
position that the expenditure in question was capital in nature, but only
submitted that the issue was debatable and therefore, proceedings u/s

154 of the Act was not appropriate.

6. We have considered submissions of the 1d.Counsel for the assessee
and are of the view that the submissions made are devoid of any merit.
The decision of the Hon’ble Supreme Court in the case of Punjab State
Industrial Development Corporation Ltd., (supra) clearly settles the law
on the question whether fees paid to ROC on expansion of share capital
is capital or revenue and has laid down that the expenditure is capital
expenditure. While concluding the assessment, the AO overlooked the
aspect of disallowance of fees paid to ROC which was evident from the
record. Therefore the AO initiated proceedings u/s.154 of the Act. We
do not find any infirmity in the action of the AO. It is no doubt true that
the proceedings u/s154 of the IT Act, cannot be initiated on debatable
issue, but it is equally true that if the ultimate answer to the question
which is subject matter of the proceedings u/s 154 of the Act, can only

be one, then the proceedings u/s 154 of the Act can be initiated and
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cannot be cancelled on the ground that the issue that was subject
matter of proceeding u/s 154 of the Act were debatable involving long
drawn process of reasoning. With the decision of the Hon’ble Supreme
Ciourt in the case of Punjab Industrial Development Corporation Ltd.,
(supra), which decision was available when the AO passed the order of
Assessment, it cannot be said that there can be different views on the
question whether fees paid to ROC on expansion of capital base is capital
expenditure or revenue expenditure. We are therefore, of the view that

there is no merit in this appeal and accordingly, the same is dismissed.

7. In the result, the appeal by the Assessee is dismissed.

Order pronounced on 17" day of January, 2020.

Sd/- Sd/-
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