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The assessee, a partnership firm, was carrying on the business of cutting, polishing and exporting granite. The assessee had taken a quarry on lease for a period of 10 years for extraction of granite. The proportionate lease rent paid for the period from 10-1-1991 to 31-10-1991, was claimed by the assessee as revenue expenditure.

The Assessing Officer disallowed the claim and treated such expenditure as capital expenditure. In the appeal filed by the assessee, the Appellate Authority was of the opinion that no enduring asset had been obtained and the proportionate rent for the period in question was considered as revenue expenditure. Being aggrieved, the matter was taken to the Tribunal by the Revenue.

The Tribunal relying upon the decision in Pingle Industries Ltd. v. CIT, [40 ITR 67 (SC)] came to the conclusion that the expenditure was capital expenditure and accordingly allowed the appeal filed by the Revenue. The High Court dismissed the appeal of the assessee.

On further appeal, the Supreme Court after considering the decisions in Pingle Industries Ltd. v. CIT (supra), Gotam Lime Syndicate v. CIT, (59 ITR 718 (SC)) and Aditya Minerals Pvt. Ltd. v. CIT, [239 ITR 817 (SC)] held that distinction lies between a case where royalty or rent is being paid on one hand and where the entire amount of lease is paid either at a time or in instalments. Whereas in the former case, it would be a revenue expenditure, in the latter it would be a capital expenditure. In this view of the matter, the Supreme Court was of the opinion that this was not a case where the High Court could have interfered with the order of the Tribunal and the High Court was right in dismissing the appeal of the assessee.
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