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A/ ORDER

PER MANU KUMAR GIRI (Judicial Member):

These two appeals by the assessee are directed against orders
of even dated 07.05.2024 passed by the Ld. Commissioner of Income-
tax (Appeals), NFAC Delhi [in short 'the Ld. CIT(A)] for assessment

years 2013-14 & 2014-15.
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2.  In both the appeals facts are identical hence adjudication in ITA
No.1860/Chny/2024 for AY 2013-14 will apply mutatis mutandis to ITA

No.1861/Chny/2024 for AY 2014-15.

3. The sole issue in the present appeal relates to the assessee’s
claim of depreciation of Rs. 2,74,15,039/- on goodwill arising from
amalgamation in the hands of the resultant entity, M/s. Dynaspede

Integrated Systems Pvt. Ltd.

4. Briefly stated facts of the case are that the assessee is a
company engaged in manufacturing engineering products, filed its
return of income for AY 2013-14 on 28.09.2013 declaring Nil income.
The return was initially processed u/s 143(1) of the Act and
subsequently taken up for scrutiny u/s 143(2) of the Act, resulting in an
assessment u/s 143(3) of the Act dated 17.03.2016, wherein the
reported loss was recomputed. Thereafter, the assessment was
reopened by issuance of notice u/s 148 of the Act dated 27.03.2018,
and reassessment u/s 143(3) r.w.s. 147 of the Act was completed on
14.12.2018 by the ACIT, Circle-1, Hosur, disallowing depreciation on
goodwill amounting to Rs. 2,74,15,039/-. The reopening was initiated
based on the interpretation of the proviso to section 32(1) of the Act

and the decision of the ITAT Bangalore Bench in the case of United
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Breweries Ltd. The assessee objected to the reopening vide letter
dated 15.11.2018, however, the objections were rejected by the AO. It
was held that depreciation on goodwill arising from amalgamation was
not allowable in view of the fifth proviso to section 32(1) of the Act.
Aggrieved by the same, the assessee preferred an appeal before Ld.
CIT(A). However, the Ld. CIT(A) partly allowed the appeal and
dismissed the ground relating to depreciation on goodwill arising from
amalgamation by observing as under:

The AR of the appellant was specifically called out to submit the said
documentation to decide the issue, but unfortunately it has chosen not
to comply to the same. In view of the above non-compliance, it is held
that Ld.JAO’s decision was correct, the ground of appeal is
dismissed.

Aggrieved, assessee preferred an appeal before us.

5. At the outset, the learned Counsel for the assessee submitted
that the disallowance of depreciation on goodwill, arising out of
amalgamation, by invoking the provisions of the fifth proviso to section
32(1) of the Act, is unsustainable. In support of this contention, the

learned AR relied upon the following judicial precedents:

. CIT vs. Smifs Securities Ltd. [2012] 348 ITR 302 (SC);

Il.  M/s. Pentasoft Technologies vs. DCIT [2014] 41 taxmann.com
120 (Mad.);
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Ill.  M/s. Dorma India Pvt. Ltd. vs. ACIT in ITA Nos.1664 to
1666/Chny/2019 (Chennai-Trib.).

6. The learned Departmental Representative, on the other hand,
supported the order of the Assessing Officer and prayed for dismissal

of the assessee’s appeal.

7.  We have heard the rival submissions and perused the orders of
the authorities below. We find that on the issue of ‘depreciation on
goodwill arising from amalgamation’, the Id. CIT(A) has not given any
specific finding as the assessee failed to provide additional documents
such as Amalgamation order, Pre amalgamation and post
amalgamation financials, Goodwill calculation etc. The assessee also
did not dispute these facts as discernible from Sr. No. 32 of the
statement of facts filed before us. Therefore, we set aside the issue
relating to ‘depreciation on goodwill arising from amalgamation’ to the
file of the 1d.CIT(A) who will proceed with aforesaid issue a fresh after
calling requisite details/documents from the assessee. Needless to
say, the Id.CIT(A) will grant proper opportunity of hearing to the
assessee before deciding the issue. The assessee is free to file all
such documents in support of the issue in question. Further, if the
issue in question is decided against the assessee by the Id. CIT(A)

then the assessee is entitled to raise legal/jurisdictional grounds again
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before us. The Id. CIT(A) will dispose of the issue keeping in mind the

judgments/orders referred supra.

8. Our above order is equally applicable to the ITA

No.1861/Chny/2024 for AY 2014-15.

9. In the result, both the appeals filed by the assessee are allowed

for statistical purposes.

Order pronounced on 08" day of September, 2025 at Chennai.
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