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Judgement

C.N. Ramachandran Nair, J.

This appeal is filed against the order of the Tribunal holding that the appeal is not
maintainable before it for the reason that the tax effect is nil. According to the Tribunal, for
filing appeal by the Department before it, tax effect should be above Rs. 2 lakhs. Since
this is a case of reduction of loss on account of disallowance in assessments, the
Tribunal held that the tax effect is nil. Standing Counsel rightly pointed out that the
Tribunal has not correctly understood the scope of tax effect in the case of business
concerns which are entitled to carry forward business loss to subsequent year and set off
against income computed for that year. We are in agreement with this contention
because tax effect need not be for the year of assessment itself, but it can be for
subsequent years. When the loss computed is allowed to be carried forward, then the
assessee can claim a set off of the same against another year"s income which will go to
reduce tax liability of the assessee for that year. Therefore, tax effect has to be worked
out with reference to disallowance of loss which is the subject matter of dispute. If the tax
payable on such disputed loss amount is above the limit, then the appeal is maintainable.
In this case, since the estimated disallowance is above Rs. 10 lakhs, tax liability is more



Rs. 2 lakhs and so much so, the appeal is maintainable. We, therefore, allow the appeal
by reversing the order of the Tribunal, restoring the appeal back to the Tribunal for
deciding the case on merit after hearing the assessee and the Department.
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