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ACT:

I ncome Tax--Supply of goods by non-resident. conpany--Place
of Paynent, when place of receipt of noney by seller--Bank
when agent of seller--Railway receipt, if docunent of title
of goods--Property in goods, when transferred to buyer.

HEADNOTE

Respondent, a non-resident conpany, in the accounting year
suppl i ed goods which were sent F. O R Bhopal to the buyers
in British India. The railway receipts were handed over to
a Bank in Bhopal with instructions to hand over the railway
receipts to the buyers, who were naned as consi gnees, only
on receipt of paynment of the bill and collection charges.
The branches of the Bank within the taxable territory
collected the amounts due fromthe buyers and transnmitted
themto Bhopal to the credit of the respondent.

The question was whether the profits in the goods were
received or deenmed to be received in British India.

Held, that the decision of this Court in - Conmissioner of
Income-tax v. P. M Rathod & Co. applied to this case; and
the income, profits or gain must be deemed to ~have been
received within the taxable territory.

The fact of paynent to the agent deternines the place  where
the noney can be said to be received by the seller. Si nce
in the instant case the railway receipts were not to be
handed over to the buyers by the Bank, as per instructions
of the seller, unless payment for the value of the ‘goods
were received by the Bank which instructions the buyers
could not countermand, this was sufficient to nake the Bank
an agent of the seller.

Hel d, also, that a railway receipt is a docunent of title to
goods, and, for all purposes, represents the goods. VWhen
the railway receipt is handed over to the consignee on
payment, the property in the goods is transferred.

The Commi ssioner of Incone-tax v. P. M Rathod and Co.
[1960] 1 S.C.R 401, relied on
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JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Givil Appeal No. 755 of 1957.
Appeal by special |eave fromthe judgnment and order dated
March 23, 1955, of the forner Nagpur H gh Court in Msc
Cvil Case No. 240 of 1953.

10

K. N. Raj agopal Sastri, R H Dhebar and D. GQupta, for the
appel | ant .

Veda Wasa, S. N. Andley, J. B. Dadachanji,_ Rameshwar Nath
and P. L. Vohra, for the respondent.

1960. Cctober, 17. The Judgnent of the Court was delivered
by.

Hl DAYATULLAH J.-This appeal, with special |eave, has been
filed against the judgnent of the Nagpur H gh Court in a
reference under s. 66(1) of the Indian Income-tax Act, 1922,
by which the H gh Court answered the followi ng question in
the negati ve:

" \Whether the proportionate profits on the goods of the
value of = Rs. 4,10,785 were received or were deened to be
received inBritish India, in the year of, account, by or on
behal f of the assessee Conpany within the nmeani ng of Section
4(1)(a) of the Indian |Incone-tax Act, 1922 ".

The Conmi ssi oner of |ncone-tax, Madhya Pradesh and Bhopal is
the appel l ant, and the Bhopal Textiles Ltd., Bhopal, is the
respondent. For the assessnent year 1944-45, the Conpany
which was non-resident was treated as ' resident and
ordinarily resident’ under s. 4(1)(c) of the lncome-tax Act.
In the year of account, it had supplied its  manufactured
articles either to the Governnent of India or' its nonm nees
at Agra, Allahabad and Del hi. ~ Under the ~orders of the
Government, the goods were sent direct” to the persons
nom nated, who nmade the paynent against the goods. The
goods were all sent for Bhopal, and the railway freight and
other charges were to be borne by the buyers to whom the
railway recei pts made out in the name of the consignees were
sent by the Conpany through the Inperial Bank at / Bhopal
The Bhopal Branch sent the railway receipts to branches of
the Bank at Agra, Allahabad and Del hi, which collected the
amounts due fromthe buyers, and transmitted them to the
I nperial Bank, Bhopal, to the credit of the  Conpany. On
these facts, a total sumof Rs. 4,40,373 was held by the
Departnment to have been received in British-India. of that
sum an anount of Rs. 29,588 which represented the receipts
11

for supplies direct to Governnment is no |onger in dispute.
The bal ance represents the sum which was the subject-matter
of the reference.

The wusual appeals followed, and the contention of. the
Conpany that the noney was not received in, British  India
was not accepted by the Tribunal. The Tribunal did not
decide about the place of accrual. A reference “was then
made by the Tribunal of the question quoted above. The High
Court in deciding the reference went into the question of
passing of property under the Indian Sale of Goods Act,
1930, and cane to the conclusion that since the property in
the goods had passed to the buyers, the Inperial Bank of
I ndi a, Bhopal, nust be " deemed to have received the rail way
recei pts as agents of the buyers ". Continuing the reason
the | earned Judges observed:

" So also the branches of the Bank at Agra, Allahabad and
Del hi acted as the agents of the buyers when they collected
the noney fromthemand transmitted it to the Bhopal branch
In this view, the profits cannot be said to be received by
the assessee Conpany in British India.” It received the
noney only when it reached the Bhopal branch as a credit to
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its own account and that was not in British India at the
material tinme "

The case was not decided by the Tribunal on the basis of
accrual of the incone, profits or gains to the Conpany. It
was deci ded on the fact of actual receipt, whether it was in
British India or in Bhopal, which was then outside the
taxable territories. W need not, therefore, concern
ourselves with the problemwhether property in the goods
could be said to have passed absolutely to the buyers
wi t hout any right of disposal being reserved by the Conpany.
It is a mtter of sone doubt whether the goods were
absolutely at the disposal of the buyers after the rail. way
recei pts were handed over to the Bank. It is in evidence-
and has been adverted to by the Inconetax Officer-that the
Conpany, when it handed over the railway receipt to the
I nperial Bank at Bhopal, did so along with a covering letter
in which it askedthe Bank to deliver the railway receipt
and the bill to

12
t he buyers against paynent of ‘the bill anount pl us
collection charges. In this view of the matter, though we

do not express any final opinion, we doubt whether the right
of disposal was parted with by the, Conpany.
A railway receipt is a docunment of title to goods, and, for

all purposes, represents the goods. VWen the railway
receipt is handed over to the consignee on paynent, the
property in the goods is transferred.  In this case, it is a

matter of considerabl e doubt whether the property in the
goods can be said to have passed to the buyers by the nmere
fact of the railway receipts being in the nanme of the
consi gnees, as has been hel d by the Hi gh Court. Since we
are not deciding the question of accrual, we do not
el aborate the point.

Coming now to the question as to where the anmount was
recei ved, we have no doubt that the view of the Tribunal was
correct. This income was received at Agra, Allahabad or
Del hi from the buyers by the lnperial Bank acting as the
agent of the Conpany. The Conpany had handed ‘over the
railway receipts to the Bank, and asked the Bank not to hand
over the railway receipts to the buyers, unless paynent was
received. This was sufficient to nake the Bank an agent of
the Conpany. The buyers could not have countermanded the
instructions given by the Conpany to the Bank, which they
woul d, indubitably, have been able to do, if the Bank -was

their agent. This was laid down by this Court in The
Comm ssi oner of Income-tax v. P. M  Rathod and Conpany
(1). M. Veda Wasa contends that t he case is

di stinguishable on the ground that the railway receipts
there were " to self ' whereas here the railway receipts,
were nade out in the nane of the consignee. Nothing /'turns
upon this distinction. The docunent of title to goods was
still the property of the Conpany till paynent for it was
received and it was handed over. In this view of the
matter, we are of opinion that the ruling in question app-
lies.

M. Veda Wasa finally contended that the agreenent between
the parties was that the goods were to

(1) [1960] 1 S.C R 401.
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be sent for Bhopal, and that the price was also to be paid
there. He contended that the handing over of the railway
receipts to the Bank at Bhopal was in furtherance of the
agreenment, that the noney was ultinately obtained by the
Bank and handed over at Bhopal also, and that, thus, the
noney must be deemed to have been received there. This, in
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our opinion, does not truly represent the character of the
transaction. No doubt, under the agreenent, paynment was to
be made at Bhopal; but the circunstances show that that was
departed from and the ordinary nercantile practice of
handi ng over the railway receipts to one’s own bankers wth
a request to hand over the receipts against paynment to the
buyers was foll owed. The Bank, as we have shown above, was
thus the agent of the sellers, as was laid down in the
ruling of this Court, and the fact of paynent to the agent
determ nes the place where the noney can be said to be
recei ved by the Conpany. That place was at Agra, Allahabad
or Delhi. 1In this view, the income, profits or gains nust
be deenmed to have been received in the taxable territories,
and the answer to the question ought to have been in the
affirmative.

We accordingly allowthe appeal, and answer the question in
the affirmtive. The appellant will be entitled to his
costs here and in the Hi gh Court.

Appeal al |'owed.
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