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Master and Servant-Principal and Agent-Di stinction | between
- Hyder abad Excess Profits Tax ~Regul ation-Activities which
constitute business-Renuneration which constitutes | inconeg,
profits or gains from business.

HEADNOTE

The difference between the relations of master and servant
and of principal and agent may be said to be this: a
principal has the right to direct what work the agent has to
do: but a naster has the further right to direct how the
work is to be done.

The positions of an agent, a servant and independent
contractor are distinguished as under

An agent is to be distinguished on the one hand from a
servant, and on the other from an i ndependent contractor. A
servant acts under the direct control and supervision of his
master, and is bound to conformto all reasonable orders
given to him in the course of his work; an independent
contractor, on the other hand, is entirely independent  of
any control or interference and nerely undertakes to produce
a specified result, enploying his own neans to produce that
result. An agent, though bound to exercise his authority in
accordance with all lawful instructions which nay be given
to himfromtime to time by his principal, is not subject in
its exercise to the direct control or supervision of the
princi pal . An agent, as such is not 9, servant, but a
servant is generally for sone purposes his naster’s inplied
agent, the extent of the agency dependi ng upon the duties or
position of the servant.

Held, that the position of the appellants in the 1light of




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

Page 2 of 10

the principles stated above and the ternms of the Agency
Agreenent was that of the agents of the Dewan Bahadur Ram
CGopal MIls Ltd., and they carried on the general managenent
of the business of the company subject to the control and
supervision of the Directors.

394
The control and supervision of the Directors was, however, a
general control and supervision and within the linmts of

their authority the appellants as the agents of the conpany
had perfect discretion as to how that work of genera

management was to be clone both in regard to the nethod and
the manner of such work and therefore the circunstances of
the case together with the of power of sub-delegation
reserved under the Articles of Association established
beyond doubt that the appellants were the agents of the
conpany and not nerely the servants of the conpany renu-
nerated by wages or sal ary.

Held further, that various factors along with the fixity of
tenure, the nature of renuneration and the assignability of
their rights were sufficient to prove that the activities of
the appellants as the agents of the conpany constituted a
busi ness and the renunerati on-which the appellants received
fromthe conpany under the terms of the Agency Agreenment was
income, profits or gains frombusiness and the appellants
were rightly assessed under the provisions of Hyderabad
Excess Profits Tax Regul ati on.

JUDGVENT:

ClVIL APPELLATE JURI SDI CTI ON: -G vil Appeals Nos. 292 and 312
of 1950.

Appeals from the Judgrment and Order of the H gh Court of
Judi cature at Hyderabad (Ansari, Qamar Hasan and | Manohar
Pershad JJ.) in Cases Nos. 180-181 of 1954 F.

Ved Was, (S. K Kapur and Ganpat Rai, with him for the
appel | ant.

M C. Setalvad, Attorney-GCeneral for India (Porus

A Mehta, with him for the respondent.

1954. April 1. The Judgment of the Court was delivered by
BHAGMATI  J.-These are two appeals from the judgnent and
decision of the H gh Court of Judicature at Hyderabad
answering certain questions referred at the instance of the
appel lants by the Comm ssioner of Excess Profits Tax,
Hyder abad, and adjudging the liability of the appellants for
excess profits tax in regard to the anmounts recieved by them
as remuneration fromthe Dewan Bahadur Rangopal MIls Com
pany Ltd. as its Agents.

The MIls Conpany was registered on the 14th February, 1920,
at Hyderabad in the then territories of H s Exalted H ghness
the N zam The appellants were registered as a  private
limted conpany at Bonbay on
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agreement was entered into between the MIls Conpany. —and
the appellants appointing the appellants its Agents for a
period of 30 years on certain terns and conditions therein
recorded. The appellants throughout worked only as the
Agents of the MIIs Company and for the Fasli years 1351 and
1352 they received their remunerati on under the terms of the
Agency agreenent. A notice was issued under section 13 of
the Hyderabad Excess Profits Tax Regul ation by the Excess
Profits Tax Officer calling upon the appellants to pay the,
amount of tax appertaining to these chargeable account-
ing periods. The appellants submitted their accounts and
contended that the remuneration received by them from the
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MIlls Conpany was not taxable on the ground that it is was
not inconme, profits or gains frombusiness and was outside

the pale of the Excess Profits Tax Regulation. Thi s
contention of the appellants was negatived and on the 24th
April, 1944, the Excess Profits Tax O ficer nmade an order

assessing the inconme of the appellants for the accounting
periods 1351 and 1352 Fasli at Rs. 8,957 and Rs. 83,768
respectively and assessed the tax accordingly. An appea
was taken by the appellants to the Deputy Conm ssioner of
Excess Profits Tax who disallowed the sane. An application
made by the appellants under section 48(2) for statenent of
the case to the H gh Court was rejected by the Conm ssioner
and the appellants filed a petition to the Hi gh Court wunder
section 48(3) to conpel the Conm ssioner to state the case
to the H gh Court. An order was nade by the Hi gh, Court on
this petition directing the Conmissioner to state the case
and the statenent of the case was subnmitted by the Comm s-
sioner ~on the 26th February, 1946. Four questions were
referred by the Conm ssioner to the H gh Courts as under: -
(1) Wether the Petitioner Conpany .is a partnership firmor
a registered firm?

(2) Whether under the terns of the agreenment the petitioner
is an enployee of the MIls Conpany or is carrying on
busi ness ?
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(3)Wiether the remuneration received fromthe MLLs is on
account of service or is the renuneration for business ?

(4) Whet her the principle of personal qualification referred
to in section 2, clause (4), of the Excess Profits
Regul ation is applicable to the Petitioner Conpany ?

These questions were of considerable inportance and were
referred for decision to the Full Bench of the Hi gh Court.
The Full Bench of the High Court delivered their judgnent
the majority deciding the questions (2) and (3) which were
the only questions considered determ native of the reference
against the appellants. The appellants appealed to the
Judicial Committee. But before the Judicial Conmittee heard
the appeals there was a nerger of the territories of
Hyderabad with India. The appeals finally came for hearing
before the Suprene Court Bench at Hyderabad on the 12th
Decenmber, 1950, when an order was passed transferring the
appeals to this Court at Delhi. These appeals have now cone
for hearing and final disposal before us.

The questions (1) and (4) which were referred by the
Conmi ssioner to the H gh Court at Hyderabad have not-~ been
seriously pressed before us. Wether the appellants are a
partnership firmor a registered conpany the principle of
exclusion of the income fromthe category of business incone
by reason of its depending wholly or mainly on the persona
qualifications of the assessee would not apply because the
income could not be said to be incone from profession and
neither a partnership firmnor a registered conpany as such
could be said to be possessed of any personal qualifications
in the matter of the acquisition of that income.

The principal questions which were therefore argued before
the H gh Court at Hyderabad and before us were the questions
(2) and (3) which involved the determ nation of the position
of the appellants whether they were servants or agents of
the MIls Conmpany and the determ nation of the character of
their renuneration whether it was wages or salary or inconeg,
profits or gains from business.
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The appellants were registered as a private linited conpany
having their registered office in Bonbay and the objects for
whi ch they were incorporated were the follow ng:
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(1) To act as agents for Governnents or Authorities or for
any bankers, manufacturers, nerchants, shippers, Joint Stock

Conpanies and others and carry on all kinds of agency
busi ness.

(2)To carry on in India and el sewhere the trade or business
of nerchants, inporters exporters in all’, their branches
etc. etc............

Under Article 115 of the Articles of Association of the
MIlls Conmpany the appellants and their assigns wer e’
appointed the agents of the Conpany upon the terns,
-provi sions and conditions set out in the Agreement referred
to in clause 6 of the Conmpany’s Menorandum of Associ ation
Article 116 provided that the general managenent of the
busi ness of the Conpany subject to the control and
supervision of the Directors, was to be in the hands of the
Agents of the Conpany, who were to have the power and
aut hority on behal f of the Conmpany, subject to such control
and supervision, to enter into all contracts and to do al
ot her things usual, necessary and desirable in the
managenent of the, affairs of the Conpany or in carrying out
its objects and were to have power to appoint and enploy in
or. for the purposes of the transaction and nanagnent of the
affairs and businessof the Conpany, or otherwise for the
pur poses thereof, and fromtinme to time to renmpve or suspend
such nanagers, agents, clerks and other enpl oyees as they
thought proper wth such powers and duties and upon such
terns as to duration of enploynent, remruneration or
otherwi se as they thought fit and were also to have powers
to exercise all rights and |iberties reserved and granted to
them by the said agreenent referred to in clause 6 of the
Conpany’ s Menor andum of ~Associ-ation including the rights and
liberties contained in clause 4 of the agreenent. ‘Article 1
18 authorised the agents to sub-delegate all or any of the
powers, authorities and discretions for the tinme  being
vested in them and in particular
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from tine to tinme to provide by the appointnment of an
attorney or attorneys, for the managenent and transaction of
the affairs of the Conpany in any specified locality, in
such manner as they thought fit.

The Agency agreenment which was executed in pursuance of the
appoi nt nent under Article 115, provided that the appellants
and their assigns were to be the Agents of the Conpany for a
period of 30 years fromthe date of registration of the
Conpany and they were to continue to act ~as such _agents
until they of their own will resigned. The renuneration of
the appellants as such Agents was to be a commi ssion of per
cent on the ampunt of sale proceeds of all yarn cloth and
ot her produce of the Conpany (including cotton grown) ~ which
conmi ssion was to be exclusive of any remunerati on or /wages
payabl e to the bankers, Solicitors engineers, etc., who nay
be enployed by the appellants for or on behalf ‘of the
Conpany or for carrying on and conducting the business of
the Conpany. The appellants were to be paid in addition al
expenses and charges actually incurred by themin Connection
with the. business of the Conpany and supervision and
managenent thereof and the appelants were entitled to
appoint any person or persons in Bonbay to act as their
Agents in Bonmbay and any other places in connection with the
busi ness if the Conpany.

Clauses 3 and 4 of the agency agreenment are inportant and
nmay be set out in extenso :-

3. Subj ect to the control and supervision of t he
Directors, the said Lachm naravan Rangopal and Son Linited
shall have the general conduct and managenent of the
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busi ness and affairs of the conmpany and shall have on behal f
of the conpany to acquire -by purchase |l ease or otherw se
| ands tenenments and other Buildings and to erect naintain
alter and extend factores ware-houses, engine house and
ot her buildings in Hyderabad and el sewhere in t he
territories of H's Exalted Hi ghness the Nizamand in India
-and to purchase, pay for, sell, resell, and repurchase
nmachi nery, engines, plant, raw cotton, waste, jute, wool and
399

ot her fibres and produce, stores and other materials and to
manufacture yarn cloth and other fabrics and to sell the
same either in the said territories as well as el sewhere in
India and either on credit or for cash, or for present or
future delivery, and to execute becone parties to and where
necessary to cause to be registered all deeds, agreenents,
contracts, receipts and other docurments and to insure the
property of the Conpany for such purposes and to such extent
and in such panner ~as they may think proper; and to
institute, conduct, defend, conpronmise, refer to arbitration
and abandon | egal and ot her proceedings, clainms and di sputes
i n which the Conpany is concerned and to appoint and enpl oy
di scharge, re-enploy or replace engi neers. nanagers, retain
conmi ssion deal ers, muccaduns, brokers, clerks, mechanics,
wor kmen and ot her officers and servants with such powers and
duties and wupon /such terns as to duration of office
remuneration or otherwise as they may think fit ; and to
draw, accept endorse, negotiate and sell Bills of Exchange
and Hundies with or w thout security and to receive and give
receipts for all noneys payable to or to be received by the
conpany and to draw cheques against the noneys of the
conpany and generally to make all such arrangenents and do
all such acts and things on behalf of the Conpany, its
successors and assignsas nmay be necessary or expedient and
as are not specifically reserved to be done by t he
Directors.

4. The said Lachm narayan Rangopal & Son Ltd., shall be at
liberty to deal wth the Conmpany by way of sale’ to the
Conpany of cotton all raw materials and articles  required
for the purpose of the Conpany and the purchase from the
Conpany of yarn cloth and all other articles manufactured by
the Conpany and otherwise, and to deal with any firm .in
which any of the shareholders of the said Lachm narayan
Rangopal & Son Ltd., may be directly or indirectly concerned
provided always such dealings are sanctioned passed  or
ratified by the Board of Directors either before or —after
such deal i ngs.

Cl ause 8 provided that two of the menbers for the time being
of the appellants were at the option of the
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appel lants to be the ex-officio Directors of the Conpany and
clause 9 enmpowered the appellants to assign the “agreenent
and the rights of the appellants thereunder subject to the
approval and sanction of the Board to any person, firm or
Conpany having authority by its constitution to become bound
by the obligations undertaken by the appeallants.

No materials other than these "were placed by the appellants
either before the Incone-tax Authorities or the Hi gh Court
and the questions that arise before us have to be deternined
only on these materials. |If on the construction of these
docunents we arrive at the conclusion that the position of
the appellants was not that of servants but the agents of
the Conpany the further question would have to be determ ned
whether the activities of the appellants ambunted to the
carrying on of business. |If they were not the servants of
the Conpany, the renuneration which they received would
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certainly not be wages or salary but if they were agents of
the Conmpany the question would still survive whether their
activities anpbunted to the carrying on of business in which
case only the renuneration which they received from the
Conpany woul d be income, profits or gains from business.
The distinction between a servant and an agent is thus
indicated in Powell’'s Law of Agency, at page 16 : --
(a)Cenerally a master can tell his servant what to do and
how to do it.
(b) Generally a principal cannot tell his agent how to
carryout his instructions.
(c) A servant is under nore complete control than an agent,
and al so at page 20: -
(a)Cenerally, a servant is a person who not only receives
instructions fromhis nmaster but is subject to his naster’s
right to control the manner in which -he carries out those
infructions. An agent receives his principal’s instructions
but is generally free to carry out those instructions
according to his own discretion
401

(B) Generally, a servant, qua servant, has no authority
to nmake -contracts on behalf of his naster’ GCenerally, the
purpose of enploying an agent is to authorise him to make
contracts on behal f “of his principal

(c) Generally, an agent is paid by conm ssion upon

effecting the result which he has been instructed by his
principal to achieve. GCenerally, a servant is paid by wages
or salary.

The statenent of the |law contained in Hal sbury’s Laws
of Engl and- Hai | sham Edi ti on- Vol une 22, page 113,  paragraph
192 may be referred to in this connection -

"The difference between the relations of naster and
servant and of principal and agent nay be said to be this: a
principal has the right to direct what work the agent has to
do: but a nmaster has the further right to direct how the
work is to be done.™

The position is further clarified in Hal sbury’s Laws of
Engl and- Hai | sham Edition-,Volune 1, at page. 193, article
345 where the positions of an agent, a a servant and
i ndependent contractor are thus distingui shed: -

" An agent is to be distinguished on the, one hand from
a servant, and on the other from an i ndependent contractor.
A servant acts under the direct control and supervision of
his master, and is bound to conformto all reasonable orders
given him in the course of his work;- an -independent
contractor, on the other hand, is entirely independent of
any control or interference, and nerely undertakes to
produce a specified resulted enmploying his own nmeans to
produce that result. An anent, though bound to exercise his

authority in accordance with all lawful instructi Ons /which
my be given to himfromtine to tine by his principal, is
not subject in its exerciseto the direct control or
supervision of the principal. An -agent, as such is not a

servant, but a servant is generally for sonme purposes -his
master’s inplied agent, the extent of the agency depending
upon the duties or position of the servant’ "Considering the

position of the appellants in the Ilight of the above
principles it is no doubt true that the

52
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appel lants were to act as the agents of the Conmpany and
carry on the general nmanagenent of the business of the
Conpany subject to the control and supervision of the
Directors. That does not however nean that they acted under
the direct control and supervision of the Directors in
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regard to the manner or nmethod of their work. The Directors
were entitled to lay down the general policy and also to
give such directions in regard to the nmanagenent as may be
consi dered necessary. But the day to day managenent of the
busi ness of the Conpany as detailed in Article | 1 6 of the
Articles of Association and clause 3 of the Agency Agreenent
above set out was within the discretion of the appellants
and apart fromdirecting what work the appellants had to do
as the agents of the Conpany the Directors had not conferred
upon themthe further right to direct how that work of the
general managenent was to be done. The control and
supervision of the directors was a general control and
supervision and wthin the limts of their authority the
appellants as the agents. of the Conmpany had per f ect
di scretion as to how that work of general managerment was to
be done both in regard to the method and the manner of such
wor k. The appel |l ants for instance had perfect latitude to
enter into agreements and contracts for such purpose and to
such extent and in such manner as they thought proper. They
had the  power to appoint, enploy, discharge, reenploy or
repl ace the officers and servants of the Conpany with such
powers and duties and upon such ternms as to duration of
of fice remunerati on or otherw se as they thought fit. They
had also the power ‘generally to make all such arrangenents
and to do all such/things and acts on behalf of the Conpany,
as mght be necessary or expedient and as were not
specifically reserved to be done by the Directors. These
powers did not spell ‘a direct control and supervision of the
Directors as of a master over hi's servant but " constituted
the appellants the agents of the Conpany who were to
exerci se their authority subject to the control and
supervision of the Directors but were not subject in such
exercise to the direct control or supervision of the

principal s. The liberty given to the appellants ' under
cl ause 4 of the Agency
403

Agreenent to deal wth the Conpany by way of sale and
purchase of commodities therein nentioned al so did not spel
a relation as between naster and servant but enpowered the
appel lants to deal with the Conpany as Principals in spite
of the fact that under clause 8 of the Agreement two of
their nmenbers for the time being were to be the ex-officio
Directors of the Conpany. The power to assign the Agreenent
and the rights of the appellants thereunder reserved to them
under clause 9 of the Agency Agreenent though subject to the
approval and sanction of the Board was hardly a power which
could be vested in a servant. There was further the right
to continue in enploynent. as the agents, of thel Conpany for
a period of 30 years fromthe date of the Tregistration
thereof and thereafter until the appellants of their own
will resigned, which also would be hardly consistent with
the enploynent of the appellants as nmere servants of the
Conpany. The remuneration by way of comm ssion of 2-1/2 per
cent. of the anpbunt of sale proceeds of the produce of the
Conpany savoured nore of the renuneration given by a
principal to his agent in the carrying out of the genera
managenent of the business of the principal @than of wages
or salary which would not norrmally. be on such a basis. Al
t hese circunmstances together wth the power of sub-
del egation reserved under Article 118 in our opinion go to
establish that the appellants were the agents of the Conpany
and not nerely the servants of the Conpany renunerated by
wages or sal ary.

Even though the position of the appellants qua the
Conpany was that of agents and not servants as stated above
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it remains to be determ ned whether the work which they did
under the Agency Agreenent anounted to carrying on business
so as to constitute the renmunerati on which they received
thereunder incone, profits or gains from business. The
contention which was urged before us that the appellants
only worked as the agents of the MIIs Conpany and no others
and therefore what they did did not constitute a business
does not avail the appellants. The activities in order to
constitute a business need not necessarily be concerned with
several . individuals or concerns. They would constitute

404

business in spite of their being restricted to only one
i ndi vidual or concern. Wat is relevant to consider is what
is the nature and scope of these activities though either by
chance or design these mght be restricted to only one
i ndi vidual or concern. It is the nature and scope of these
activities and not the extent of the operations which are
rel evant for this purpose.

The activities of the appellants certainly did not cone
within the inclusive definition of business which is given
in section 2 clause 4 of the Excess Profits Tax Regulation
Hyderabad. Business is there defined to include any trade,
conmer ce or manufacture or any adventure in the 'nature of a
trade, comrerce or manufacture or any profession or vocation
but not to include 'a profession carried on by an individua
or by individuals /in partnership if the profits of the
pr of essi on depend wholly or mainly on his or-their persona
qualifications unless such profession consists wholly or
mainly in the maki ng of contracts on behal f of other persons
or giving to other persons of advice of a comrercial nature
in connection with the naking of contracts. The work which
the appellants did under the terns of the Agency Agreenent
constituted neither trade, comrerce or manufacture or any
adventure: in the nature of trade, conmerce or manufacture
nor was it a profession or vocation.

The activities which constitute carrying on business
need not necessarily consist of activities by way of trade,
comerce or manufacture or activities in the exercise of a
prof ession or vocation. They may even consi st of rendering
services to others which services may be of —a variegated
character. The consi derations which apply in the case -of
individuals in the matter of determning whether the
activities constitute a business within the neaning of the,
i nclusive definition thereof set out above may not apply in
the case of incorporated conpanies. Even though t he
activities if carried on by individuals mght constitute
business in that sense they might not constitute such
busi ness when carried on by incorporated conpanies. and
resort nust be had to the general position in law in  order
to determ ne whether the incorporated conpany was carrying
on busi ness ad
405
as to constitute the incone earned by it inconme’ profits or
gai ns from busi ness. Reference may be made in this context
to WIlliam Esplen, Son and Swai nst on, Limted V.
Conmi ssioners of Inland Revenue (1). |In that case a private
limted conpany was incorporated for carrying on business as
naval architects and consulting engineers.: Before the
formati on of the conpany, a partnership had existed for many
year between three persons who, on incorporation, becane the
sol e shareholders and directors of the conpany. The
partnership had carried on the profession. of nava
architects and consulting engi neers and the work done by the
conpany was identical in character with that fornerly done
by the partnership which it succeeded. The work done by the




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

Page 9 of 10

conpany was identical in all respects with the work of a
prof essional naval architect and consulting engineer, and
was perforned by the said three shareholders and directors
of the conpany personally. A question arose whether the
conpany was carrying on a profession within the neaning of
section 39 paragraph C of the Finance (No. 2) Act, 1915. It
was contended that it carried on a profession of nava
architects and consulting engineers because the nmenbers
conposing it were three naval architects. That contention
was however negatived and it was held that even though what
was to be | ooked at was the character of the work done by
the conpany, it was not carrying on the profession of the
naval architects within the neaning of the section, because
for that purpose it was of the essence of a profession that
the profits should be dependent mainly upon the persona
qualifications of the person by whomit was carried on and
that could only bean individual. A conpany such as that
could only do a naval architect”s work by sending a nava
architect 'to its custoners to do what they wanted to be done
and it was held that the conpany was not carrying on a
profession_ but was carrying on-a trade or business in the
ordi nary sense of the term

VWen a partnership firmcones into existence it can be
predicated of it that it carries on a  business, because
partnership accordi ng to section 4 of the I ndi an
Partner.ship Act is the relation between persons who have
(1) (1919] 2 K. B. 731.

406
agreed to share the profits of a business -carried on by al
or any of then acting for all. (See Inderchand Hari Ram V.

COW ssioner of Incone-tax, UP & C P.(1)). But. when a
conpany is incorporated it nmay not necessarily cone into
exi stence for the purpose of carrying on a business.
According to section 5 of the Indian Conpani es Act any seven
or nore persons (or, where the conpany to be formed will be
a private conpany, any two or nbre persons) associated for
any |lawful purpose may by subscribing their nanmes to a
menor andum of association......... ........ ... .. ... .. form
an incorporated conpany, and the lawful purpose for  which
the persons beconme associ ated m ght not necessarily be the
carrying on of business. Wen a conpany is incorporated for
carrying out certain activities it would be relevant to
enquire what are the objects for which it has been

i ncor por at ed. As was observed by Lord Sterndale, MR, in
Conmi ssi oners of Inland Revenuev. The Kor ean Syndi cat e
Li mted(2)

If you once get the individual and the company spendi ng
exactly on the sane basis, then there would be no difference

between themat all. But the fact that the limted conpany
cones into existence in a different way is a matter to be
consi der ed. An individual cones into existence “for many

pur poses, or per. haps sonetines for none, whereas a linited
conpany comes into existence for sone particular purpose
and if it cones into existence for the particul ar purpose of
concessions and turning themto account, then that is a
matter to be considered when you cone to decide whether
doing that is carrying on a business or not."

Justice Row att followed the above view of Lord

Sterndale, MR, in Comissioners of Inland Revenue v.
Bi rm ngham Theatre Royal Estate Co., Limted(1l), and held
that " when you are considering whether a certain form of

enterprise is carrying on business or not, it is material to
| ook and see whether it is a conpany that it; doing it." The
objects of an incorporated conpany as laid down in the
Menor andum of Associ ation are
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(1) [2952] I.T.R 108.

(2) (1921) 12 Tax Cas. 181 at P. 202.

(3) (21923) 12 Tax Cas. 580 at P. 584.
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certainly not conclusive of the question whether t he
activities of the conpany anmpbunt to carrying on of business.
(See Indian Law Reports 55 Calcutta 1059 and (1951] 19
I.T.R 571). But they are relevant for the purpose of
determ ning the nature and scope of such activities.

The objects of the appellants in this case inter alia
were to act as agents for Governnents or Authorities or for
any bankers, manufacturers, nerchants, shippers, Joint Stock
Conpanies and others and carry on all kinds of agency
busi ness. This object standing by itself would conprise
within its anbit the activities of the appellants as the
agents of the Conpany and constitute the work which they did
by way of general nmanagenent of-the business of the conpany
an agency business. The words " carry on all kinds of
agency ' business "~ occurring at the end of the object as
therein 'set out” were capable of ‘including within their
general description the work which the appellants would do
as agents for Governnents or Authorities or for any bankers,
manuf acturers, merchants, ~shippers and-others when they
acted as agents of the Conpany which were manufacturers
inter - alia of cotton piece goods they would be carrying on
agency business within the neaning of this  object. Apart
however fromthis there is the further fact that there was a
continuity of operations which constituted the activities of
the appellants in the general managenent of the Conpany a
busi ness. The whol e work of managenment which the appellants
did for the Conpany within the powers conferred upon them
under Article 116 of the Articles of Association and clause
3 of the Agency Agreement consisted of numerous and
continuous operations and conprised of various services
which were rendered by the appellants as the agents of the
Conpany. The appellants were also entitled though with the
sanction or ratification by the Board of Directors either
before or after the dealings to enter into dealings with the
Conpany by way of sales and. purchases of vari ous
conmodi ti es. There was nothing in the Agency Agreenent to
prevent the appellants fromacting as the agents - of other
manuf acturers, Joint Stock Conpanies etc., and the appel-
lants could have as well acted as the agents of other
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concerns besides the Conpany. Al these factors taken, into
consideration alongwith the fixity of tenure, the nature of
remuneration and the assignability of their rights, are
sufficient to enable us to 'cone to the conclusion that the
activities of the appellants as the agents of +the Conpany
constituted a business and the renuneration which the
appel l ants received fromthe Conpany under the terns of the
Agency Agreenent was incone, profits or gain from business.

The appellants were therefore rightly assessed for
excess profits tax and these appeals nust stand disnissed
with costs.

Appeal dism ssed




