


4) " Initial / Preliminary Expenses:

Expenses incurred for establishing a business or before the start of commercial
production are “Capital Expenditures” and expenses incurred as a routine or during the
course of business, are called “Revenue Expenditure”.

Examples:

(1) Fee paid to legal expert for the preparation of Memorandum or Articles of 2
Company is a “Capital Expenditures”.

(i)  Fee paid to legal expert by a company for an income tax appeal is 2 “Revenue
Expenditure”. . . ,

(5 Volume of anhm:

2 if an expense results in expanding the volume of business then it is “Capital
Expenditure” and if an expense does not expand the volume of business then it is
anam" o Expmdm' ll"E”. -
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@) §'Cnlt of issuing debentures is a “Capital Expenditure” of a company.

€S paid on debentures is a “Revenue Expenditure” of a company.
ORE EXAMPLES OF CAPITAL EXPENDITURE:

' ar :,  and stamp duty paid on the purchase of land for factory.

‘ sindle and installed in a textile mill.

| nplboard for the advertisement of shop.
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| vital during the construction period of factory.
10 brin :;a second hand asset into working condition.
LES OF REVENUE EXPENDITURES
d maintenance of the old machinery.

o L57

.
-

#3



