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Heard.

Following questions have been referred for opinion of this court at the instance of

the revenue under section 256(1) of the Income Tax Act, 1961 (hereinafter

referred to as the Act) by the Tribunal, Delhi Bench 'C' :

'1. Whether, on the facts and in the circumstances of the case, the Tribunal was

justified in law in holding that the capital employed was not to be proportionately

reduced by Rs. 2,111 under rule 4 of the Second Schedule to the Companies

(Profits) Surtax Act, 1964 ?
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2. Whether, on the facts and in the circumstances of the case, the Tribunal was

correct in law in holding that the deductible amount of income-tax on the dividend

income was to be determined with reference to the net dividend income (after

relief under section 80M) and not on the gross dividend income ?'

The dispute relates to assessment year 1976-77.

2. Considering the answer given in respect of similar questions in IT Reference

No. 329 of 1979, disposed of on 6-9-2000 and IT Reference No. 99 of 1980,

disposed of on 2-11-2000, we answer the first question in the affirmative, in favor

of the assessed and against the revenue. So far as the second question is

concerned, the same is answered in favor of the revenue and against the

assessed.

The application is disposed of.
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