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The question ‘raised, in its broad paraneters, is
whet her industrial development coul d be enveloped wi thin the
expression "planning, developnent or inprovenent of cities,
towns and villages or for both" in Section 10(20A) of the
I ncome-tax Act, (for short 'the I.T. Act),

Appel l ant, Gujarat |ndustrial Development Corporation
(for short "the Corporation’) claimed exenption from
taxation under the I.T Act on two alternative prem ses, one
under Article 289(1) of the Constitution and the other under
cl ause (20A) of Section 10 of the I.T. Act A Division Bench
of Hgh Court of Gujarat disallowed the clai munder both.
Hence the Corporation has filed this appeal by specia
| eave.

Cor porati on has been created under— t he CGuj-ar at
I ndustrial Devel oprment Act, 1962, (for short ’'the Qujarat
Act’) with the right to hold properties and the right to sue
and be sued in its own nane. The Income tax Oficer
concerned repelled the claim of +the Corporation for
exenption from tax on both grounds, but the  Appellate
Assi st ant Comm ssioner (AAC) on appeal, upheld their claim
on both counts. Wen the Revenue chal l enged the /'said
decision in second appeal the |Incone Tax Appellate Tribuna
reversed the viewtaken by the AAC on both counts. Two
guesti ons were thereupon fornmul ated to be answered by the
H gh Court, one relating to Article 289(1) of the
Constitution and the other relating to Section 10(20A) of
the I.T. Act. Answers were given by the H gh Court, as
nmenti oned above, against the Corporation

Learned counsel for the appellant Corporation stated,
at the outset, that he does not press the claim under
guestion under Article 289(1) of the Constitution. Hi s
argunents were confined entirely to the scope of Section
10(20A) of the I.T. Act. Therefore, we need not vex our m nd
with the fornmer question.

Section 10(20A) of the I.T. Act reads thus:

" Any i ncone of an authority

constituted in India by or under
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any law enacted either for the

pur pose of deal i ng with and

satisfying the need for housing

accommodati on or for the purpose of

pl anni ng, devel opnent or

i mprovenent of «cities, towns and

villages, or for both."

Any incone falling within the ambit of said sub-section
woul d automatically slip out of exigibility under |I.T. Act.
The sub-section pertains to any income of an authority
constituted by or under any enacted law. This first linmb of
the sub-section is squarely available to the Corporation as
it has been constituted under the Gujarat Act.

The second linb of  the sub-section consists of |aw
alternatives, of whichthe first is that the authority
constituted by |aw should be for dealing with the need to
provi de housi ng acconmobdation. That alternative is obviously
not available to the  appellant corporation as nobody has a
case that ~ appellant Corporati on has anything to do with the

obligation to provide housing accommpdation. It is the
second alternative in the sub-section under which appellant
seeks shelter to be absolved from the liability to pay
incone tax. As per that alternative, if the Authority is

constituted for the purpose of planning or devel opnent or
i mprovenent of any /city or town or village or conbination of
them the income of such Authority is not exigible to incone
t ax.

The Division 'Bench of the High Court while agreeing
that "industrial activity is one of the facets of genera
devel opnent " adopted a reasoning that since devel opment of
an area would require roads, buildings, sanitation, parks,
sports, educational institutions and several other anenities
"a city or town or village could be well devel oped without

any industry". The Division Bench posed a question and
answered it in the foll owi ng manner

"The guesti on, t her ef or e, i s

whet her when a particul ar

Corporation is established for the

pur pose of devel opi ng or

establishing industries in any

particul ar area, can any one say
that it is for the purpose of
pl anni ng, devel oping or inproving a
particular city, town village or a
particul ar area? One nmay establish
an industry in a given area. That
area for the purpose of industry
may devel op. But it does not
necessarily mean that particul ar
area devel ops by that industry
al one. There my be advantages and
di sadvantages. On the one hand,

because there are i ndustria

activities in the area, sone trade
and commerce nmay grow, but that
does not necessarily nean that it
woul d devel op that particular area

It may also create pollution and
several other problenms. Apart from
t hat, the guestion whi ch is
required to be considered is as to
whet her t he pur pose of t he
Corporation or the object of the
Corporation is to devel op any city,

any town or any particular area.
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The answer woul d be in t he
negative."

The Gujarat Act was enacted "to make special provision
for securing the orderly establishment of industries in
i ndustrial areas and industrial estates in the State of
Gujarat, and to assist generally in the organisation thereof
and for that purpose to establish an Industrial Devel opnent
Corporation, and for purposes connected with the mtters
af oresaid as can be discerned fromthe preanbl e thereof.

Section 2 (g) of the Act defines "industrial area" as
any area declared to be an industrial area by the State
CGovernment by notification in the Oficial Gazette which is
to be devel oped and where industries are to be acconmopdat ed.
Section 2(n) defines “industrial estate" as any site
selected by the State  Governnment where the Corporation
builds factories and other buil dings and nakes them
avai l abl e for any industries or-class of industries. Section
13 of the Gujarat Act enunerate the functions of the
Corporation and they contain, inter alia, "to pronpote and
assist in the rapid and orderly establishnment, growth and
devel opnent _of i ndustries in the State of Cujarat.”

We have no doubt that a proper planning is absolutely
necessary for «creation of an industrial area. Inside roads,
sub-roads buildings, sanitation, parks ‘and other anenities
have al so to be provided in a planned industrial area as per
the nodern concept’ of any industrial conpl ex. Even
educational institutions nmay have to be provided in such
conpl ex. Therefore, 'devel opnent of~ industrial area would
have its direct inpact on the devel opment or inprovement of
that part of the city or town or village where such area is
| ocated. Delinking industrial area from the 'scope of
devel opnent of any area is, thus, wthout —any practica
sense.

In this context a referenceto Maharashtra Industria
Devel opnent Act, 1962, which _is alnpst analogous to the
CGujarat Act, is of some use. Wiile exam ning issues relating
tothe validity of the Maharashtra Act a Division Bench of
this court has said in Shri Bantanu Co-operative Housing
Society Ltd. and another vs. State of Mharashtra Housi ng
Society Ltd. and another vs. State of Mbharashtra and others
(1970 3 SCC 323):

"The functions and powers of the

Cor por ati on i ndicate t hat the

Cor poration gover nirent in
establishing industrial estates and
devel opi ng i ndustri al areas,
acquiring property f or t hose
pur poses, constructing property for
t hose pur poses, constructing
bui | di ng, allotting bui | di ng,
factory sheds to industrialists or
i ndustrial undertakings. It is

obvious that the Corporation wll
receive noneys for disposal of
| ands bui | di ngs and ot her
properties and al so t hat t he
Cor poration would receive rents and
profits in appropriate cases.
Recei pts of these nmoneys arise not
out of any business or trade but

out of sol e pur pose of
est abl i shnent grow h and
devel opnent  of i ndustries. The
Cor porati on has to provi de

anmenities and facilities in




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 4 of 4

industrial estates and industria

ar eas. Anenities of road,

electricity, sewerage and ot her

facilities in industrial estates

and industrial areas are within the

pr ogr amre of wor k of the

Cor poration.”

The schene to the Gujarat Act, as is seen froma survey
of the relevant provisions referred to above, would indicate
that the Corporation set up thereunder is to chal k out plans
for devel opnent of industrial area and industrial estate in
different places which nay locate in cities or towns or
villages. Such schenes would nornmally involve planning and
devel opnent of such areas.

The word "devel opnent” in Section 10(20A) of the |.T.
Act should be understood inits wde sense. There is no
warrant to exclude all ~devel opnent programres relating to
any industry fromthe purview of the word "devel opment” in
the said sub-section. There is no indication in the Act that
devel opnent - envi-saged therein should confine to non-
i ndustrial activities. Devel opnentt or a place can be
accel erated through verieties of schenmes and establi shnent
of industries is one of the nodes of devel oping an area.

One of the ‘reasons for incorporating a specific
provision of exenption from inconme tax such as subsection
10(20A) is to protect public bodies created under |aw for
achi eving the purpose of devel oping urban or rural areas for
public good. Wen the object is such, an ‘interpretation
whi ch woul d preserve it should be accepted even if the
provision is capable of nore than one interpretation. That
principle of interpretation is very nuch applicable to
fiscal statutes also. [vide State of ~Tam | Naduvs. M K
Kandaswam , 1976 (1) SCR 38]. This Court has reiterated the
said principle in Calcutta Jute manufacturing Co. & another
vs. Commercial Tax Oficer & Other [JT 1997 (5) SC 690]

The position is, therefore, ~clear that authorities
constituted by law for facilitating all kinds of devel opnent
of cities, towns and villages for public purposes shall not
be subjected to the liability to pay incone tax. The
Di vi sion Bench of the H gh Court seens to have interpreted
the exenption clause too rigidly and narrowy which resulted
in the anomaly of bringing authorities like appellant
Corporation within the tentacles of inconme tax Iliability
while the authorities dealing wth housing schenes which
provi de houses to private individuals would stand outside
t he taxi ng sphere.

In the result, we allowthese appeals; set aside the
j udgrment under challenge. The answer to the question will,
therefore, be in favour of the assessee and against’ the
Revenue.




