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Commissioner of Income Tax v. Chemicals and Plastics India
Ltd‘

TC(A) No. 23 of 2004
TCA23/2004 (2007-02-26) | 2007-02-26

Chamber building contribution allowed on commercial expediency; debenture
redemption premium spreading also upheld.

37(1) | 260A
High Court of Judicature at Madras | Division Bench | Justice P.D. Dinakaran | Justice Chitra Venkataraman

Assessment years: 1988-89

Scope of this order

Both challenged deductions remained allowed in the terms considered by the Tribunal.

01 FACTS OF THE CASE

For AY 1988-89, Chemicals and Plastics India claimed Rs.1.5 lakh contributed to the Madras Chamber of
Commerce building fund. Revenue disputed its business character and also challenged spreading future
debenture redemption premium over the relevant years.
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02 DISCUSSION BY THE HON'BLE COURT

The Court found the Chamber’s activities closely connected with its members’ business welfare. Commercial
expediency, rather than compulsion to pay, supported section 37 relief. The premium issue was resolved by
following First Leasing Co. of India.
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03 JUDICIAL DECISION

Both questions were answered against Revenue, the Tribunal’s order was confirmed and the appeal was
dismissed without costs.
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04 OUTCOME / IN WHOSE FAVOUR

Both challenged deductions remained allowed in the terms considered by the Tribunal.
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05 EXPERT COMMENTS

A voluntary payment still needs business connection — The Court identified the Chamber’s representative role
and the assessee’s membership interest. It did not treat every donation to a building fund as deductible.

Capital versus revenue remains fact-dependent — The judgment stresses the nature of expenditure, right
acquired and business purpose. Its commercial-expediency reasoning should not erase that factual inquiry in
another case.

Keep the two issues analytically separate — The contribution received detailed reasoning. Debenture premium
was disposed of by the cited precedent; the source gives no independent premium amount or amortization
schedule to reproduce.
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SOURCE & VERIFICATION
Primary High Court order - verified local repository copy

Complete 5-page court PDF read for this correction.

Complete source text and every original page visually reviewed; identity and SHA-256 checked. Al-assisted source
analysis.

Open cited source rendition

All 5 physical source pages read and visually inspected. SHA-256:
foyci12fag1oe2306bood6133cfbegbgd202ddafo647834d2bggd7aa6781¢c5e95.
STATUTORY SCOPE

This note describes the historical provisions addressed by the supplied judgment. Subsequent statutory changes and
judicial treatment have not been independently verified.

LATER TREATMENT

Source checked 2026-10-21. Subsequent judicial treatment has not been independently verified.

AI DISCLOSURE

Al-assisted research checked against the identified source. Extraction, interpretation or omission errors remain possible.
Source review does not mean independent approval by a practising professional. Verify every material statement against the
complete original judgment.

PROFESSIONAL DISCLAIMER

General research information only; not legal or tax advice, a certified judgment or a substitute for the full order. Applicability
depends on facts, assessment year, statutory version and jurisdiction. Subsequent treatment is unverified unless identified
sources are expressly stated. Downloading does not create a professional engagement. Obtain case-specific advice before
reliance.
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