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 This appeal by the Revenue is filed against the order of learned 

CIT(A)-XV, New Delhi dated 24th October, 2010 for the AY 2008-09. 

 

2. The only ground raised by the Revenue in this appeal reads as 

under:- 

 

“Whether ld.CIT(A) was correct on facts and circumstances 

of the case and in law in deleting the disallowance of 

Rs.70,09,183/- on account of royalty.” 

 

3. At the time of hearing before us, it was pointed out by the 

learned counsel for the assessee that the issue involved in the present 

appeal is settled in favour of the assessee by the order of the ITAT 

passed in ITA No.4844/Del/2009 dated 28th September, 2010 in 
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assessee’s own case for AY 2004-05.  He has also placed on record a 

copy of the said order of the Tribunal.   

 

4. The learned DR supported the order of the Assessing Officer. 

 

5. We have heard the contentions of both the sides and perused 

the material placed before us.  We are in agreement with the 

submission of the learned counsel for the assessee that the issue 

relating to disallowance of royalty amount is covered in favour of the 

assessee by the order of the Coordinate Bench of the Tribunal dated 

28th September, 2010 (supra) rendered in assessee’s own case.  In the 

said order of the Tribunal, Delhi ‘C’ Bench has followed the decision of 

Hon’ble Jurisdictional High Court dated 3rd September, 2009 in ITA 

No.837 of 2009 in the case of CIT Vs. Sarda Motor Industrial Ltd.  We 

reproduce the relevant extract of the aforesaid Tribunal order as 

follows:- 

 

“7.2 From the above, it is very clear that assessee has not 

obtained any benefit of enduring nature.  The royalty is 

payable on the basis of volume of sales year to year.  In 

the event of termination of agreement has to discontinue 

uses of material provided return everything in this respect.  

Hence it cannot be said that any benefit of enduring nature 

accrued to the assessee.  Furthering examining the present 

case on the touchstone of Jurisdictional High Court cited 

above, we find that the same is squarely applicable to the 

facts of the case.  The ld. Departmental Representative did 

not fully dispute this finding, he only contended that the 

agreement also provided training to the assessee’s 

employees, which cannot be returned in any case.  We do 

not find any cogency in this aspect of this agreement as 

training expense of employee cannot be treated as capital 
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expenditure.  The case law relied upon by the revenue are 

not applicable to the facts of the present case.  Hence, 

respectfully following the precedent from the decision of 

the Hon’ble Jurisdictional High Court cited above, we set 

aside the order of the authorities below on this issue and 

decide the issue in favour of the assessee.” 

 

6. In view of the above position, we uphold the impugned order of 

learned CIT(A) and dismiss this appeal filed by the Revenue. 

 

7. In the result, the appeal of the Revenue is dismissed. 

Decision pronounced in the open Court on conclusion of hearing 

on 21st March, 2012. 
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