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आदेश /O R D E R 

 

PER N.R.S. GANESAN, JUDICIAL MEMBER: 
 

   Both the appeals of the assessee are directed against the 

common order of the Commissioner of Income Tax (Appeals) – III, 

Chennai, dated 09.08.2002 and pertain to assessment years 1997-

98 and 1998-99. In fact, both the appeals of the assessee were 
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disposed of earlier by this Tribunal by an order dated 31.03.2005. 

On the appeals filed by the assessee before the High Court, the 

High Court has remitted back the appeals to the file of this Tribunal 

with a direction to consider the matter afresh by providing an 

opportunity to the assessee to substantiate the case and also in the 

light of judgment of Delhi High Court and Madras High Court 

referred in the High Court judgment and thereafter decide the same 

in accordance with law.  An option was given to the Tribunal to 

remand back the matter to the file of the Assessing Officer if it is 

necessary to do so.  Therefore, the appeals were fixed for final 

disposal as per the direction of the High Court.   

 
2. Shri G. Baskar, the Ld.counsel for the assessee, submitted 

that the lease equalization charge is nothing but method of 

recalibrating the depreciation claimed by the assessee during the 

accounting period as per the method of accounting employed by the 

assessee.  Lease equalization charge, according to the Ld. counsel, 

debited to Profit & Loss account cannot be disallowed while 

computing the taxable income of the assessee.  The High Court, 

after referring to the judgment of Apex Court in Southern 

Technologies Ltd. v. JCIT (2010) 320 ITR 577, found that the 
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Madras High Court in TVS Finance and Services Ltd. v. JCIT (2009) 

318 ITR 435 and Delhi High Court in CIT v. Virtual Soft Systems 

Ltd. (2012) 341 ITR 393 found that these are all allowable 

expenditure under Section 37 of the Income-tax Act, 1961 (in short 

'the Act').  According to the Ld. counsel, since the judgments were 

not considered either by the Assessing Officer or by the 

CIT(Appeals), he has no objection in remitting the matter to the file 

of the Assessing Officer for reconsideration as directed by the High 

Court.   

 
3. We have heard Shri B. Sahadevan, the Ld. Departmental 

Representative, also.  The Ld. D.R. has very fairly submitted that 

the lease equalization charge whether debited to the Profit & Loss 

account or not? needs to be verified, therefore, the matter may be 

remitted back for reconsideration.   

 
4. We have considered the submissions on either side and 

perused the relevant material available on record.  Whether the 

lease equalization charge is allowable as revenue expenditure 

under Section 37 of the Act, as submitted by the assessee, or not 

needs to be examined.  The assessee claims that as per accounting 

system employed by it, lease equalization charge is nothing but 
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recalibrating the depreciation claimed by the assessee during the 

accounting period.  Therefore, this Tribunal is of the considered 

opinion that the factual matter needs to be verified regarding the 

method of accounting employed by the assessee.  Accordingly, the 

orders of the lower authorities are set aside and the entire issue is 

remitted back to the file of the Assessing Officer.  The Assessing 

Officer shall re-examine the matter afresh in the light of the direction 

of the High Court and thereafter decide the same in accordance 

with law, after giving a reasonable opportunity to the assessee.    

 
5. In the result, both the appeals of the assessee are allowed 

for statistical purposes.   

 
  Order pronounced on 31st January, 2017 at Chennai. 
 
  sd/-       sd/- 

     (�ड.एस. स�ुदर #सहं)        (एन.आर.एस. गणेशन) 
  (D.S. Sunder Singh)         (N.R.S. Ganesan) 

लेखा सद�य/Accountant Member    �या�यक सद�य/Judicial Member 

चे�नई/Chennai, 

7दनांक/Dated, the 31st January, 2017. 

Kri. 

                       

आदेश क1 /�त#ल8प अ9े8षत/Copy to:    

 1. अपीलाथ./Appellant   2. /0यथ./Respondent     

 3. आयकर आयु:त (अपील)/CIT(A)-III, Chennai  

 4. आयकर आयु:त/CIT, Chennai-1, Chennai 

 5. 8वभागीय /�त�न�ध/DR   6. गाड* फाईल/GF. 


