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आयकर अपील
य अ�धकरण, ‘ए’  �यायपीठ, च�ेनई । 
IN  THE  INCOME  TAX  APPELLATE  TRIBUNAL 

 “A”   BENCH,   CHENNAI 

�ी ए. मोहन अलंकामणी, लेखा सद य एव ं 
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BEFORE SHRI A.MOHAN ALANKAMONY,, ACCOUNTANT MEMBER  

AND SHRI SHRI G.PAVAN KUMAR, JUDICIAL MEMBER 

        

आयकर अपील सं./I.T.A.No.635/Mds./2016       

(�नधा�रण वष� / Assessment Year  :2011-12) 

 

M/s.Tamilnadu Foodgrains 

Marketing Yard, 

Madurai-Alanganallur Road, 

Sikkandarchavadi, Madurai 625 018. 

  

Vs. 
 Deputy Commissioner of 

Income Tax, 

Circle I(I), 

Madurai 625 002. 

PAN AABCT 1101 F       

(अपीलाथ% /Appellant)    (&'यथ%/Respondent) 

 

अपीलाथ�  क�  ओर से / Appellant by      : Mr.G.Gopalan, ITP Retd. JCIT 

��यथ� क� ओर स/ेRespondent by   : MrR.Clement Ramesh Kumar, 

Additional JCIT, D.R  

 

सनुवाई क� तार ख/ Date of hearing         :         24.05.2016 

घोषणा क� तार ख /Date of Pronouncement :          31.05.2016 

 

आदेश / O R D E R 

PER  G.PAVAN KUMAR , JUDICIAL MEMBER: 
 
 This appeal filed by the Assessee is directed against the order 

of the Commissioner of Income Tax, Chennai-1, Madurai in  
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ITA No.0112/2014-15,  dated 18.01.2016  passed revision order 

u/s.143(3) of the Act for the assessment year 2011-12.   

 

2.1  The assessee has raised the following grounds in its appeal for 

adjudication. 

1. The learned Commissioner of Income Tax (Appeals)-1, Madurai 625 

002 has erred in confirming the addition being the disallowance of 

depreciation made by the Learned Assessing Officer amounting to Rs. 

1,89,06,167/-. 

 

2. The learned Commissioner of Income Tax (Appeals)-1 has erred in 

reducing one time grant-in-aid by the Appellant under Industrial 

Infrastructure Upgradation Scheme (IIUS), Department of Industrial 

Policy & Promotion (DIPP), Ministry of Commerce & Industry GOI, viz., 

Rs29,07,09,000, from the cost of the capital asset for the purpose of 

determining the depreciation. 

 

3. The learned Commissioner of Income Tax (Appeals)-1 has erred in not 

appreciating the objective of the IIU Scheme, which is to enhance 

international competitiveness of the domestic industry by providing    

quality infrastructure through public private partnership (PPP) 

approach in selected functional clusters / locations which have 

potential to become globally competitive. 

 

4. The learned Commissioner of Income Tax (Appeals)-1 has failed to 

consider the character and nature of the grant-in-aid of GOl, which was 

intended as an incentive to encourage the entrepreneurs viz., Cereals, 
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Pulses & Staples (CPS) Cluster players to establish quality 

infrastructure for CPS industrial growth to become globally competitive 

and for employment generation. 

 

5.  The learned Commissioner of Income Tax (Appeals)-1 has not 

appreciated that the appellant was selected under the scheme to 

provide common facility centre for the functional Cereals, Pulses & 

Staples (CPS) industry cluster, to be availed by the members of the 

non profit appellant organization. 

 

6. The learned Commissioner of Income Tax (Appeals)-1 has not 

appreciated that the capital incentive grant-in-aid was for the purpose 

of establishing and maintaining quality infrastructure facility through 

PPP mode and not to offset any portion of the actual cost of any 

specific capital asset, directly or indirectly and thus it falls outside the 

ken of Explanation 10 to Section 43(1) of the Act. 

 

7. The learned Commissioner of Income Tax (Appeals)-1 has erred in not 

following the decision of the Apex Court and decisions of the Tribunal. 

 
 
  
 3.  The brief facts of the case are that the assessee is a public 

limited company and a non-profit company incorporated u/s.25 of the 

Companies Act, 1956, engaged in the business of food processing 

and storage, and filed  return of income on 28.09.2011  with a loss of  

`1,46,92,104/-.  Subsequently, the return  of income was selected 
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for scrutiny under CASS and notice u/s.143(2) was issued to the 

assessee on 31.07.2012.  In compliance to the notice, the Authorised 

Representative of assessee appeared from time to time and 

furnished the details called for during assessment proceedings. 

 

3.1  During the assessment proceedings, the AO found that the 

assessee has received capital subsidy of `29,07,09,000/-  from 

Central Government of India vide approval order dated 07.11.2004 

and the assessee company claimed depreciation on the cost of 

assets without deducting the  grant-in-aid from the cost of the assets.  

The ld.A.R argued before the AO that it is a non-profit company and 

acts as the Special Purpose Vehicle(SPV) under the Ministry of 

Commerce and Industries and the grant-in-aid received from GOI 

was capital in nature and it is not for any specific asset of the 

assessee and entitled to claim depreciation.  The ld. Assessing 

Officer was not satisfied with the submissions and was of the view 

that in terms of Explanation-10 to Sec.43(1) of the Act, the subsidiary 

amount has to be reduced from the cost of the asset, even though it 

does not have direct nexus in respect of specific asset. Ld.A.R 
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submitted that the basic motive of the Central Government is 

extending subsidiary to the assessee to bring down the project cost 

and such expenditure is made indirectly. Ld.A.R relied on the 

decisions of Hon’ble Apex Court in the case of CIT Vs. P.J.Chemicals 

Ltd., (210 ITR 830). In the assessment order, the ld. Assessing 

Officer observed that the above Apex Court decision relied by the 

assessee was rendered prior to insertion of Explantion-10 to 

Sec.43(1) of the Act whereas the Explanation-10 was inserted from 

01.04.1999.  On perusal of the Approval order of Government of India 

dated 07.11.2004, the total cost project  is `39.96 cores, out of which 

the grant-in-aid is  `29.97 crores (amounting to 75% of the total 

project cost) and the balance `9.99 crores has to be contributed by 

the users, lending agencies and State Government. With this 

understanding, the ld. Assessing Officer is of the opinion that grant of 

`29.97 crores is not an incentive, but only a subsidiary to meet the 

assets’ cost. Therefore, the AO apportioned the subsidy amount 

against the opening WDV of the assets and disallowed excess 

depreciation of `1,89,06,167/- claimed by the assessee, which was 

added to the return of income  along with other additions in the 
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assessment order passed u/s.143(3) of the Act on 18.03.2014. 

Aggrieved with the order of AO,  the assessee has preferred an 

appeal before the CIT(A). 

 

3.2.  In the appellate proceedings, the ld.A.R explained  the basic 

purpose of Central Government in granting subsidiaries.  Ld.CIT(A) 

has considered the submissions of ld.A.R, findings of the ld. 

Assessing Officer and discussed elaborately on the Explantion-10 to 

Sec.43(1) of the Act at para-3  of his order and observed that Apex 

Court decision relied by the assessee is not applicable after 

introduction of Explantion-10 to Sec.43(1) of the Act. Ld.CIT(A) has 

agreed with the findings of the AO at pages 2 to 7 of his order and 

upheld the addition made by the ld. Assessing Officer on this issue. 

Aggrieved with the order of Ld. CIT,   the assessee has preferred an 

appeal before the Tribunal.    

 

4.  Before us, ld.A.R reiterated the submissions made in the  

assessment, in first appellate proceedings and relied on the judicial 

decision and explained the main purpose of granting subsidiary by 



TAXPUNDIT.O
RG

ITA No.635/Mds/2016 7

Central Government.  Further, ld.A.R argued that it is a Government 

Special Purpose Vehicle which grants subsidiary and also submitted 

paper book and judicial pronouncements of Tribunal  in support of his 

arguments.  Therefore, the ld.A.R pleaded that the assessee is 

eligible to claim depreciation on the cost and grant cannot be reduced 

from WDV value.  Further, he has provided a copy of Memorandum 

and the release of grant by the Government of India and prayed that 

the ground may be allowed. 

 

5.  Contra, ld.D.R relied on the findings of the lower authorities and 

relied on the observations of the CIT(A) and judicial decision of Apex 

Court cited by the assessee is not applicable to the present case of 

the assessee after insertion of Explantion-10 to Sec.43(1) of the Act. 

 

6.   We have heard the rival submissions, perused the material on 

record and judicial decision cited. The ld.A.R has emphasized that 

the capital incentive grant-in-aid was for the purpose of establishing 

and maintaining quality infrastructure facility through PPP mode and 

not to offset any portion of the actual cost of any specific capital 
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asset, directly or indirectly and thus it falls outside the ken of 

Explanation 10 to Section 43(1) of the Act.  Further, ld.A.R submitted 

that the assessee  was selected under the Industrial Infrastructure 

Upgradation Scheme  to provide common facility centre for the 

functional Cereals, Pulses & Staples (CPS) industry cluster, to be 

availed by the members of the non-profit appellant organization, and 

drew our attention to page -17 of the paper book and prayed that the 

grant received from the Central Government should not be reduced 

from the cost of the asset and depreciation should be allowed.  

Ld.A.R also referred to the various clauses & terms conditions, 

monitoring, cost estimates, role of state Government, administrative 

expenses and assets acquired out of Government assistance and the 

assets/ properties of the Government issued by Department of 

Industrial Policy & Promotion vide approval order dated 20.10.2004 

mentioned at pge-29 of the paper book and the Government shall 

appoint an independent auditor to monitor agency.  The grant was 

released on 5th December, 2011 with certain requisite necessities to 

be complied by the assessee. Ld.A.R further explained the objects, 

aims and referred to the memorandum of articles of the organization 
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and supported his arguments with various decisions of the Tribunal 

including the decision in the case of Saisri Extractions Ltd. Vs. ACIT 

reported in (2008) 119 TTJ (Visakha) 976 where the similar issue was 

adjudicated in contrast with the decision of Apex Court in the case of 

P.J.Chemicals Ltd.,(supra) and the Tribunal observed as follows:- 

11. We have carefully considered the rival submissions and perused 
the record. In our considered opinion, even after insertion of Expln. 10 
to s. 43(1) of the Act, the basic principle underlying in the decision of 
the apex Court in the case of P.J. Chemicals Ltd. (supra) still holds 
the field. Their Lordships analyzed the expression "met directly or 
indirectly" to come to the conclusion that only in a case where a 
subsidy or other grant was given to offset the cost of an asset, such 
payment/grant would fall within the expression 'met', whereas the 
subsidy received merely to accelerate the industrial development of 
the State cannot be considered as payments made specifically to 
meet a portion of the cost of the assets.  
12. A careful perusal of 'Target 2000' scheme shows that the scheme 
was intended to accelerate industrial development of the State and 
the incentive was given for setting up of industries in Andhra Pradesh 
and for the purpose of determining the amount of subsidy to be given, 
cost of eligible investment was taken as the basis, though it was not 
specifically intended to subsidise the cost of the capital. Under the 
circumstances, we are of the view that the incentive in the form of 
subsidy cannot be considered as a payment directly or indirectly to 
meet any portion of the actual cost and thus it falls outside the ken of 
Expln. 10 to s. 43(1) of the Act. In the light of the above discussion, 
we are of the view that for the purpose of computing depreciation 
allowable to the assessee, the subsidy amount cannot be reduced 
from the cost of the capital asset. The AO is directed accordingly.   

 

The present case of the assessee is similar to the above decision of 

the Tribunal cited supra where the provisions are discussed 

elaborately and the subsidiary amount shall not be deducted from the 
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cost of the asset.  Respectfully following the decision of the Tribunal, 

we set aside the order of the Ld.CIT(A) and allow the grounds of the 

assessee. 

7. In the result, the appeal of the assessee is allowed. 

 
Order pronounced on  Tuesday, the  31st May, 2016   at Chennai.  

    
    Sd/-                                                  Sd/- 

(ए. मोहन अलकंामणी) 
(A.MOHAN  ALANKAMONY) 

(जी.  पवन कुमार) 

                (G.PAVAN KUMAR)

Accountant Member               Judicial Member    

 
                      
Chennai,  
Dated the    31st May  ,2016 .     
 
K s sundaram. 
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  5. (वभागीय ��त�न/ध/DR                        6. गाड� फाईल/GF 

 
    

   
 

 




