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ACT:

Wealth Tax Act, 1957, s. 5(1)XIll-and 5(1)XV--1s jewelry
for personal use exenpted--Wether brokerage charges to be
excluded and right to conpensation included in the net
weal th of the assessee.

HEADNOTE

The assessee, former Maharaja of Darbhanga filed a return
for the assessnment year 1957-58 declaring his net wealth of
nore than two and half crores. ‘Arevised return was filed
subsequently showing a |esser anount. The weal't h-t ax
of ficer deternmined the net wealth of the assessee to be nore
than four and half crores.

The assessee held shares and stocks in various comnpanies.

The assessee gave correct valuation of those shares but
claimed a deduction of nore than 2 | akhs by way of brokerage
whi ch he woul d have to pay it those shares were sold in the
open market. Further, the assessee cl ai ned deduction from
the net wealth of the value of jewelry intended for persona

use. Thirdly, the assessee cl ai med deduction of nore . than
36 | akhs, payable to him as conpensation by the  Governnent
for acquiring his Zam ndari estate, on the ground that it
was not known as to when and in what nanner the anount woul d
be pai d.

The wealth-tax officer rejected all his clains and after
estimating the value of conpensation to be 75 per cent  of
its face value, Rs. 27,65,564 was added to the total wealth
of the assessee.

On appeal, the Appellate Assistant Conm ssioner affirmed the

decision of the wealth-tax officer. The Tribunal also
rejected the clainms of the assessee so far as the brokerage
conmi ssion and the jewelry was concerned. It "further held

that the valuation of the bonds should be determined to be
65 per cent of the face value. On a reference to the High
Court, all three questions were answered against t he
assessee. On appeal before this Court. all those three
poi nts were raised.
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Partly allow ng the appea

HELD : (i) As regards the question relating to t he
jewelry, it was decided in Conm ssioner of Walth Tax,
Quj arat v. Arundhati Bal krishna, [1970] 77, |.T.R 505, that
section 5(1)(XV) dealt wth jewelry in general whether
intended for personal use of the assessee or not. while
jewelry intended for personal use of the assessee cane
within the scope of section 6(1)(viii) of the Act. It was
accordingly held that the value of jewelry of the assessee
i ntended for personal wuse of the assessee would stand
excl uded under section 5(1) (viii) of the Act in conputation
of the net wealth of the assessee. 1In the present case, in
absence of any plea that the jewelry was not intended for
t he assessee’'s personal use, and in absence of any
retrospective operationof the Finance Act of 1971 excl uding
jewelry fromthe purview of cl. VIl of Sec. 5(1) of the
Act, the value of the jewelry for his personal use will not
be included in the net wealth of the assessee. [977D]
(ii)Regarding brokerage conm ssion section 7(1) of the Act
provides ' that subject to any rule nade in this behalf, the
val ue of any asset shall be

974

estimated to be the price which in the opinion of the
weal th-tax officer would fetch if sold in the open narket.
There is nothing/in the |anguage of Sec. 7(1) of the Act
which permits any deduction on account of the expenses of
sale which my be borne by the ~assessee. The val ue
according to Sec.’ 7(1) has to be the price which the asset
would fetch if sold in the opennmarket. Therefore, so far
as the construction of Sec. 7(i) of the Act i's concerned, in
view of its plain | anguage, there is no scope of  excluding
the expenses of sale of the asset fromthe price which the
asset would fetch if sold in the open market. [980C, D

Duke of Buccleuch v. Indian Revenue Commi ssioner, [1967]
A.C. 506, referred to.

(iii)As regards i ncl usi on of the conpensation
recei vabl e by the assesseefrom . the Governnent, sec.
32(2) of the Bihar Land Reforns Act, 1950provi des t hat

t he anmount of conpensation payable in terns of a
Conpensation Assessment-roll shall be paid in cash” or in
bonds or partly in cash and Partly in bonds. Therefore, _as
soon as the estate vests in the State, the proprietor or a
tenure-bolder has the right to get conpensation and this
right to get conpensation cones under the defi ni ti on
"assets" as given in section 2(e) of the Walth Tax  Act.
[982D- E, 983 DO

Mahar aj kumar  Kamal  Singh v. Comm ssioner of Walth Tax,
[1967] 65 I.T.R 460, referred to.

(iv)As would appear fromthe order of the Tribunal, /the
val ue of , conpensation payable under the Bi har Land ~ Reforns
Act has been estimated for the purpose of wealth-tax to be
65 per cent of the anpbunt of conpensation determ ned. | There
is no cogent ground to interfere in this regard. [986A]

Conmi ssioner of Walth Tax v. U C  Mhatab, [1970] 78
. T.R 214, discussed and di stingui shed.

JUDGVENT:

ClVIL APPELLATE JURISDICTION : G vil Appeal No. 296 of

1970.

Appeal by certificate fromthe judgnent and order dated
February 28, 1968 of the Patna H gh Court in Tax Case No. 8
of 1966.

R J. Kolah and I. N Shroff, for the appellant.
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F.S. Nariman, Addl. Solicitor-GCeneral of India, T. A
Ramachandran, S. P. Nayar and R N Sachthey, for the
respondents. The Judgnent of the Court was delivered by
KHANNA, J. This appeal on certificate is directed against
the judgnent of Patna H gh Court whereby that court answered
the following three questions referred to it under section
27 of the Walth Tax Act, 1957 (Act No. 27 of 1957)
(hereinafter referred to as the Act) against the assessee
"(i ) Whether in commting the narket val ue of
the shares the assessee is entitled to the
deduction of a sumof Rs. 2,30,546 by way of
br oker age commi ssi on
975
(2) Whet her on a true construction of
section 5 (1) (viii) and 5 (1) (xv) of the
Weal th ~Tax Act, the assessee is entitled to
t he exclusion of the value of jewel ry
amounting to Rs. 27,27,330 from the com
putation of his total wealth?-
(3) Wether any part of the anmbunt of Rs.
36, 87,419 fixed as conmpensati on payable to the
assessee under the Bi har Land Reforms Act is
liable for inclusion in the total wealth of
the assessee?”
The assesse was former Maharaj adhiraja of = Darbhanga. The
matter relates to the assessnent year 1957-58, the relevant
val uation date for which was March 31, 1957.- The assessee
filed a return on April 22, 1958 declaring a net wealth of
Rs. 2,77,46,489. A revised return was filed subsequently
showi ng the total wealth to be Rs. 2,69,58,130. The Walth
Tax O ficer determned the net wealth of the assessee to be
Rs. 4,57, 85, 996.
The assessee held shares and stocks in-various limted
conpani es. In the return filed by himthe assessee gave
correct valuation of those shares and stocks as given in the
stock exchange quotations and the quotations furnished by
wel | - known brokers, but he claimed a deduction of a sum of
Rs. 2,30,546 by way of brokerage. It was contended on behal f
of the assessee that in effecting the sales of the ‘shares
and stocks, brokerage would have to be paid: The Walth
Tax O ficer disallowed the claimin this respect on the
ground that there was no provision for —deducting the
br okerage comi ssi on
In Part |V of the return filed by the assessee, he
nentioned the value of jewelry intended for-personal use to
be Rs. 27,27,330. It was clainmed that as the said jewelry
was intended for personal use, it should not be taken into
account for computing the total wealth of the assessee.. The
assessee sought to bring his case under section 5 (1) (viii)
of the Act. The Wealth Tax Oficer rejected this claim of
the assessee on the ground that the aforesaid clause did not
cover jewelry.
The assessee had hel d zami ndari estate which was acquired by
the Governnent wunder the Bihar Land Reforns Act. The
assessee was to receive a sumof Rs. 36,87,419 from the
CGovernment of Bihar as conpensation in that connection. The
assessee clainmed that the conpensation payable to himcould
not be included in his total wealth because it was not known
as to when and in what manner the amount woul d be paid. The
Weal t h Tax O ficer held that the right to recei ve
conpensation represented a val uabl e asset which had to be
included in the total wealth of the assessee. As the whole
of the conpensation had not yet been paid up to the date of
the val uation, the Walth Tax O ficer esti-
976




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

Page 4 of 12

mat ed the val ue of the conpensation to be 75 per cent of its
face val ue. Rs. 27,65,564 were accordingly included on
that account in the, total wealth of the assessee.

On appeal the Appellate Assistant Conmi ssioner affirnmed the
decision of the Wealth Tax O ficer on the three questions
nmenti oned above. The Appellate Assistant Conm ssioner also
held that the itens of jewelry could be considered only
under section 5(1)(xv) of the Act and not under any other
provi si on. On further appeal to the Income Tax Appellate
Tribunal, the Tribunal rejected the claimof the assessee
for deduction on account of brokerage conmi ssion. So far as
the jewelry was concerned, the Tribunal dealt wth the
subm ssion made on behalf of the assessee that clause (xv)
of section 5(1) of the Act had been deleted by the Finance
Act of 1963 and observed that as long as that clause was in
the statute book, that -clause governed the exenptions
granted by section 5 in preference to clause (viii). The
Tri bunal consequently rejected the claimof the assessee in
respect of the jewelry. As regards the conpensation payable
under the Bihar Land Reforms Act to the assessee, contention
was raised on behalf of the assessee that the market value
of the conpensati on bonds was about 50 per cent of its face
val ue. The Tribunal observed in this connection that the
value was generally estimated at 65 per cent of the anount
of conpensation determned by the Conpensation Oficer. |Iit
was accordingly held that the valuation of the bonds should
be determined to be 65 per cent of the face value. The
guestions reproduced above were thereafter referred to the
Hi gh Court at the instance of the assessee.

The H gh Court while dealing with the first . question

observed that in estimting the value of an asset regards
must be had to the value it would fetch.. The word  "fetch",
in the opinion of the High Court, nust nean the quoted price
only and brokerage and other inevitable expenses would have
to be ignored. On question No. (2), the Hgh Court
expressed the opinion that the jewelry was outside the scope
of clause (viii) of section 5(1) of the Act and could be
dealt with only under clause (xv). As regards question No.
(3), the High Court relied upon its earlier decision in the
case of Mharaj kumar Kamal Singh v. Comm ssioner of” Walth
Tax. (1) 1t was observed that nerely because the -anpbunt of
conpensati on payable to the assessee had not yet been paid
and there was likely to be nuch delay in paying the  sane,
the said anmount could not be deducted fromthe assets for
the purpose of the Act. Questions (1) and (2) were
accordingly answered in the negative while question No. (3)
was answered in the affirmative.

(1) [1967] 65 1. T. R 460.

977

In appeal before us M. Kolah on behal f of the appellant has
assailed the correctness of the answers given by “the High
Court on all the three questions. As against that, the
| earned Additional Solicitor CGeneral has canvassed for the
correctness of the judgnent of the High Court so far as the
answers to questions (1) and (3) are concerned. As regards
guestion No. (2), the Additional Solicitor Ceneral has nmade
certain submissions to which reference would be made
hereafter.

We, may at the outset deal with question No. (2) relating
to the jewelry. As nentioned earlier, the High Court took
the viewthat as jewelry was dealt with specifically under
clause (xv) of section 5 (1) of the Act, the jewelry would
be outside the scope of clause (viii) altogether. This view
of the H gh Court cannot be sustained because of the
decision of this Court in the case of Comni ssioner of Walth
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Tax, Qujarat v. Arundhati Bal krishna.(1) It was observed in
that case by this Court that section 5 (1) (xv) dealt with
jewelry in general whether intended for personal use of the
assessee or not, while jewelry intended for personal use of
the assessee cane within the scope of section 5 (1) (viii)
of the Act. It was accordingly held that the value of
jewelry of the assessee intended for personal use of the
assessee woul d stand excl uded under section 5 (1) (viii) of
the Act in the conputation of the net wealth. The |[earned
Additional Solicitor General has frankly conceded that in
view of the aforesaid decision of this Court, he cannot
support the view taken by the High Court in the respect. It
has, however, been submtted by himthat we should remand
the case wth a viewto ascertain as to how nuch of the
jewelry in question was i ntended for the personal use of the
assessee. W find it difficult to accede to this
contenti on. The matteris rather old as it relates to the
assessment.  year 1957-58. The case of the assessee before
the Wealth Tax Officer was that ' the entire jewelry worth Rs.
27,27,330 was intended for his personal use and should not
be included in the total wealth. The Wealth Tax Oficer
di sal | owed the claimof the assessee in this respect on the
ground that the items of jewelry were covered by clause (xv)
and not by clause (viii) of section 5 (1) of the Act. The
claim of the assessee that the jewelry in question was
intended for the personal use of the assessee was not
rej ect ed. No plea was also raised in appeal before the
Appel | ate Assistant Commi ssioner or the Tribunal that the
jewelry was not intended for-the personal use of the

assessee. |It, therefore, cannot be said on the record that
the claimof the assessee that the jewelry in question was
i ntended for his personal use has been controverted. In the

ci rcunst ances, we nust proceed on the assunption ‘for the
purpose of the assessnent during the relevant year that the
jewelry was intended for the personal use of the assessee.
(1) [2970] 77 1. T. R 505.
978
It may be nentioned that jewelry has been excluded by
section 32 of the Finance (No. 2)Act of 1971 (Act /32 of
1971) fromthe purview of clause (viii) of section 5(1) of
the Act with effect fromApril 1, 1963. This anmendnent nade
in clause (viii) would not make any naterial difference
because the said anendnent is to operate with effect from
April 1, 1963, while we are dealing with the assessnment year
1957- 58. As such, the said anmendnent ,can obviously not
apply to the assessment in question
Question No. (1), as would appear fromthe above, relates to
the claim of the assessee for deduction on | account of
brokerage conmission fromthe value of shares and -stocks
held by him The stand which has been taken on behalf of
the assessee is that as and when he sells the shares and
st ocks in question, he would have to pay broker age
conmi ssi on. As such, it is urged that 1in conputing the
value of this asset, the price which it would fetch in the
mar ket shoul d be reduced by the brokerage which would ’'have
to be paid on account of the transaction of the sale. We
find it difficult to accede to this contention. Secti on
7(1) of the Act ,reads as under
"Subject to any rules made in this behalf, the
value of any asset, other than cash, for the
purposes of this Act, shall be estimated to be
the price which in the ,opinion of the Walth-
tax Officer it would fetch if sold in the open
market on the valuation date."
Bare reading of the section makes it plain that subject to
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any rules which may be made, in this behalf, the value of
the assets, other than cash, has to be the price which the

assets, in the ,opinion of the Walth-tax O ficer, would
fetch in the open market on the valuation date. It would,
t her ef or e, follow that ,in the absence of any rul e

prescribing a different criterion, the ,value of an asset,
other than cash, should be taken to be the price \which it
would fetch if sold in the open nmarket on the valuation
, dat e. No rules prescribing a different criterion in
respect of the value of quoted stocks and shares have been
brought to our notice. 'Rule 1-C of the Walth-tax Rules
relates to the market value of unquoted preference shares,
while rule 1-D of the said rules relates to market value of
unquoted equity shares of conpanies other than investnent
conpani es and nanagi ng agency conpani es. The value of the
stocks and shares in question, in the Crcunstances, would
have to; be estinmated to be the price which they ’'would
fetch if  sold in the open market on the valuation ,date.
The authorities concerned under the Act for this purpose
;accepted the valuation as given in st ock exchange
guotations and the quotations furnished by wel | - known

br okers. No objection can be taken to this node of
val uation. Indeed, this was the node
979

whi ch had been adopted by the assessee hinself in the return
filed by him

There is nothing in the | anguage of section 7(1) of the Act
which permits any deduction on account of the  expenses of
sale which may be borne by the assessee if he were to sel
the asset in question in the open market. The val ue
according to section 7(1) has to be the price which the
asset would fetch it sold in the openmarket. 1In a good
many cases, the amount which the vendor would receive would
be less than the price fetched by the asset. The vendor
may, for exanple, have to pay for the brokerage conm ssion
or may have to incur other expenses for effectuating the
sale. It is not, however, the amount which the vendor would
receive after deduction of those expenses but the /'price
whi ch the asset would fetch when sold in the open narket as
woul d constitute the value of the asset for the purpose of
section 7(1) of the Act. To, accede to the -contention
advanced 1n behalf of the appellant would be reading in
section 7(1) the words "to the assessee’ after the words "it
would fetch", although the legislature has not inserted
those words in the statute. Such a course, would not be
perm ssible wunless there is anything in_ the rel evant
provisions which my show that the intention of t he
| egislature was that the value of an asset would be the
price fetched after deducting the sal e expenses.

It, no doubt, appears to be somewhat harsh that in conputing
the value of an asset only the price it wuld fetch-if sold
in the open nmarket has to be taken into account and the
expenses which would have to be borne in making the sale
have to be excluded from consideration. This, however, is a
matter essentially for the legislature. go, resort can  be
nade to an equitable principle for there is no equity about
a tax. So far as the construction of section 7(1) of the
Act is concerned, in viewof its plain |anguage, there is no
escape fromthe conclusion that the expenses in effecting
the sale of the asset in the open market cannot be deduct ed.
The material part of the | anguage of section 7(1) of the
Weal th-tax Act, 1957 is simlar to that of sub-section (1)of
section 36 of the Estate Duty Act which was brought on the
statute book earlier in 1953. Sub-section (1) of
section36 of the Estate Duty Act reads as under
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"(1) The principal value of any property
shall be estinated to be the price which, in
the opinion of the Controller, it would fetch
if sold in the open market at the tine of the
deceased’ s death."

980
Section 48 of the Estate Duty Act was as under
"Where the Controller is satisfied, that any
additional expense in admnistering or in
real i sing property has been incurred by reason
of . the property being .situate out of India,
he may make an all owance fromthe value of the
property on_ account of such expense not
exceeding in._any case five per cent on the
val ue of the property."
On account of the simlarly in language of the mteria
parts of section7(1) of the Walth Tax Act and section
36(1) of the Estate Duty Act, the value of on asset, other
than cash, for the purpose of section 7(1) of the Walth Tax
Act should” be the sanme asits value for the purpose of
section 36(1) of the Estate Duty Act. Section 48 of the
Estate Duty Act reproduced above allows a deduction up to 5
per cent on account of ~expenses for administering or
realising property situated out of India in conmputing the

val ue of that property. It would follow fromthe above that
where the legislature intended that allowance or deduction
should be nade fromthe value of property, it nade an
express provision to that effect. The fact that no

provi sion was made in respect of ‘expenses which may have to
be borne by the assessee in effecting the sale of an asset
shows that in conputing the value of an asset, such expenses
cannot be deducted fromthe price which the asset would
fetch if sold in the open market.

Section 36(1) of the Estate Duty Act was based upon ' section
7(5) of the U K. Finance Act, 1894 and section 60(2) of the.
U K. Finance. Act, 1910, while section 48 of the Estate
Duty Act was based upon section 7(3) of the U K / Finance
Act, 1894. According to section 7(5) of the U K. Finance
Act, 1894, "tile principal value of any property shall be
estimated to be the price which, inthe opinion of the
conmi ssi oners, such property would fetch if sold in the open
market at the time of the death of the deceased". Secti on
60(2) of the UK Finance Act, 1910 provides that "in
estimating the principal value of any property under section
7(5) of the, principal Act the comm ssioners shall fix the
price of the property according to the market price at the
time of the death of the deceased, and shall not - make any
reduction in the estimate on account of the estimate being
nmade on the assunption that the whole property is to /LI-.
placed on the market at one and the sanme tinme". In the
context (1) the above provisions, it has been observed on
page 393 of Green’s Death Duties, Sixth Edition :

"The price which property 'fetches’ is the
gross pi-ice paid by the purchaser, wthout
deduction for the vendor’s costs and expenses.
This is so, even where the property is subject
to atrust for sale. But if the property to
be
981
valued is nmerely a share in an wunadm ni stered
estate, or in the proceeds of sale of trust
property which nmust be realised for t he
purpose of distribution, the expenses of the
executors or trustees under the old title
shoul d be taken into account."”
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The matter has been dealt with in Dynond’'s Death Duties,

Forteenth Edition, page 569 in the foll owi ng words :
"The price which the property fetches is the
gross sale price, without deduction for the
costs of sale, except that, if the property is
part of an unadm nistered estate or a share of
property subject to a trust already in
operation which involves conversion, or if the
property consists, of certified chattels of

national, etc. interest (see P. 8 6 8 al | owance

for costs may be made.
The House of Lords had to deal with this aspect of the
matter in the case of Duke, of Bucal euch V. I nl and
Revenue Conmi ssioners. (1) After referring to section 7(5)
of the U K. Finance Act, 1894-Lord Reid observed:
"I am confirnmed in my opinion by the fact that
the “Act permits no deduction from the price
fetched  of the expenses involved in the sale
(except in the case of property abroad under
sub-section (3)
Lord Morris in this context observed:
"The value of a property is to be estimated to
be the price which it would "fetch’ if sold in
the open market at the tine of the death of
the deceased. This points to the price which
a purchaser would pay. The net anpbunt that a
vendor would receive would be Iess. There
woul d 'be costs of and incidental to a sale.
It woul d seemto be harsh or even unjust that
al | owances cannot be made in respect of them
But the words of the statute must be
foll owed. "
Simlar observations were nmade by Lord Hodson and Lord
Quest .
We are, therefore, of the viewthat the Hi gh Court rightly
answered question No. (1) relating to the claim for
deduction on account of brokerage comm ssion against the
assessee.
Question No. (3) pertains to the conpensati on payable 'to the
assessee under the Bihar Land Reforns Act. Two contentions
have been advanced on behalf of the appellant in this Court
with regard to the above question. It is —argued in- the
first instance that conpensation payable to the assessee
under the Bi har Land
(1) [1967] A C 506.
982
Ref orns Act does not constitute ail asset as can be taken
into account in conputing the total wealth of the assessee.
In the alternative, it is urged that in conputing the  val ue
of conmpensation the Tribunal should have taken the value to
be 50 per cent and not 65 per cent of the amunt of
conpensation. None of these contentions in our opinion, is
wel | founded. The Bi har Land Reforms Act, 1950, (Bihar Act
3 of 1950) provides for the transference to the State of the
interests of proprietors and tenure holders in land and  of
other- interests in land. According to section 3(1) of the
Act, the State Governnent nmay, from tine to tinme, by
notification declare that the estates or tenures of a pro-
prietor or tenure holder, specified in the notification,
have passed to and become vested in the State. Section 4
enuner at es the consequences of the vesting, of an estate or
tenure in the State. One of those consequences is that the
estate or tenure, including the interest of the proprietor
or tenure-holder in such an estate or tenure shall, wth
effect from the date of vesting, vest absolutely in the
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State free fromall incunbrences and such proprietor or
tenure-hol der shall cease to have any interests in such
estate or tenure, other than the interests expressly saved
by or under the provisions of the Act. Section 19 nakes
provision for the appointnent of Conpensation Oficer who
shall in the case of an estate or tenure which has vested in
the State, prepare in the prescribed form and nmanner a
Conpensati on Assessnment-roll containing the gross asset and
the net income of each proprietor and tenure-holder of
estates and tenures and the conpensation to be paid in
accordance with the provisions of the Act to such proprietor
or tenure-holder and all other persons whose interests are
transferred to the State.  Section 23 prescribed the node of
conputation of net incone, while section 24 gives the rate

of conpensation and the node of its det erm nati on
According to section 26 there should be a prelimnary
publication of Conpensation Assessnent-roll. Section 27

gives «a right ~of appeal froman order passed by a Com
pensation’ O ficer to a Judge of the H gh Court. After al
obj ections —and appeal s have been disposed of, there has to
be a final publication of the Conpensati on Assessment-rol
in accordance wth section 28 of the Act. Section 32
provides for the manner of paynent of conpensation. Sub-
section (2) of that ‘section reads.
"The/ anmpbunt of conpensation so payable in
terns /of a Conpensation  Assessnent-roll as
finally published shall be paid in cash or in
bonds ‘or partly in cash and partly in bonds.
The bonds shall be either negotiable or non-
negot i abl e and non-, transferable and be payabl e
in forty equal installnments to  the person
naned therein and shall carry interest at two
and a half per centumper annum with " effect
fromthe date of issue."
983
Section 33 nmekes provision for adinterimpaynent to the
proprietors after the date of vesting and before the day of
paynment of conpensation under sub-section (2) of section 32
of the Act.
Perusal of the different provisions of Bihar - Land ~ Reforns
Act shows that as soon as the estate or tenure of a
proprietor or a tenure-holder vests in the State, he becones
entitled to receive conpensation. The fact that the paynent
of conpensation in terns, of the provisions of the Act may
be deferred and be spread over a nunber of years does not
affect the right of the proprietor of tenure-holder to the
conpensation. The assessee, in our opinion. was vested with
aright to get conpensation i mediately his | and was vested
in the State. Section 2(e) of the Act defines "assets" to
i nclude property of every description, novable or inmnpvable
but does not include certain categories of property wth
which we, are not concerned. The word "property", as
mentioned by this Court in the case of Ahemed G H  Ariff
and Gthers v. Comm ssioner of Wealth tax(1l) is a termof the
wi dest inport and subject to any limtation which the
context nmay require, it signifies every possible interest
which a person can clearly hold and enjoy. The definition
of the "assets" as given in section 2(e) of the Act. though
not exhaustive shows its wi de anplitude and we see no reason
as to why the right to receive conpensation cannot be
i ncl uded anobngst the assets of an assesee.
According to M. Kolah, the ampunt of conpensation had not
be-en determined by the valuation date., and as such it
could not be included in the assets of the assessee. There
is, however, no material on the record to show that the
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amount of conpensation had not been determined by the
val uation date. The fact that the assessee had originally
shown the anount of conpensation payable to be Rs. 92,27, 422
in his return and it was only in the revised return that he
stated that the anmount of conpensation payable to him had
been determ ned by the Conpensation Oficer to be Rs. 36,
87, 419 would not necessarily show that the anpbunt of
conpensati on had not been determ ned by the valuation date.
According to the order of the Walth Tax Oficer the
contention which was rai sed on behalf of the assessee was
that the conpensation noney should not be included in the
total wealth because it was not known as to when and in what
manner the anount woul d be received. The Appellate Incone
Tax Tribunal in this context observed
"The value of the zanindary conpensati on
payabl e to the assessee had been determ ned by
the ~Conpensation. O ficer at Rs. 36, 87,419.
For the purpose of assessnent the Walth Tax
O ficer had determ ned the
(1) [1970] 76 1. T. R 471
984
value at 75% of the conpensati on determn ned.
Thi s has been sustained on appeal by the App.
Asst. ~ Commi ssi oner who has found that a part
of the conpensation had been adjusted against
CGover nment dues outstandi ng fromthe assessee.
So, | the assessee is deened to- have received
full value for that part of the conpensation
It is submtted on behal f of the assessee that
the nmarket value  of the Bihar Zam ndary
Conpensation bonds is about 50% of the anount
of the bonds. The Tribunal has taken al
these facts into consideration in determnining
the value of conpensation payable under the
Bi har Land Reforms Act in the case of severa
assessees and the Tribunal has general |l y
estimated such value for Walth Tax  purposes
at 65% of the amount of the conpensation

determined. In this case also we woul d direct
that the valuation be taken at~ 65% of the
anmount conpensati on det er mi ned by the

Conpensation O ficer."

The above observations as well as the formof question No.
(3) show that no controversy was raised by the assessee on
the score that the amobunt of conpensation had not- been
determ ned by the valuation date.

Assuming for the sake of argument that the ~amount of
conpensati on payable to the assessee had not been determ ned
by the Conpensation O ficer by the valuation date, that fact
woul d not justify the exclusion of the conpensation  payabl e
from the assets of the assessee. The right to  receive
conpensati on ' because vested in the assessee the nmonent he
was divested of 'his estate and the sane got vested in the
State in pursuance of the provision of Bihar Reforms  Act.
As the estate of the assessee which vested in the State was
known and as the fornula fixing the ambunt of conpensation
was prescribed by the statute, the anpbunt of conpensation
was to all intents and purposes a matter of calculation

The fact that the necessary cal cul ation had not been nade
and the anount of conpensation had consequently not been
quantified by the valuation date would not take compensation
payable to the assessee out of the definition of assets or
nake it cease to be property. The right to receive
,conpensation fromthe State is a valuable right, nore so
when it is base(: upon statute and the liability to pay is
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not denied by the State. It is no doubt true that the
conpensation is not payable imediately and its paynent
m ght be spread over a period of 40 years, but that fact
would be relevant only for the purpose of evaluating the
right to conpensation. It would not ,detract from the
proposition that the right to receive conpensation. even
though the date of paynent is deferred is property and
constitutes asset for the purpose of Walth Tax Act.

985

The Patna H gh Court in the-case of Mharaj kumar Kamal singh
v. Conmmi ssioner of Walth Tax (supra) held that the right to
receive compensation under the Bihar Land Refonmrs Act’
constituted "asset" for the purpose of Walth Tax Act. The
view taken in that case was approved by a Full Bench of
Pat na Hi gh Court in the case of Mharaj Kumar Kanmal Singh v.
Conmi ssi oner of Wealth Tax (1). W see no cogent ground. to
take ’'a different view.~ It nay al so be observed that the
Andhra ~Pradesh Hi gh Court in five cases, nanely, Mr | ndad
Al'i Khan v. Comm ssioner Wealth Tax(2), Rani Bhagya Laxnamma
v. Comm ssioner of Wealth Tax (3), V.Chandramani Pattanaba
"Devi v. Commissioner of Walth Tax(4), Vandrevu Venkappa
Rao v. Conm ssioner of Wealth Tax(5) and P. V. GRaju V.
Conmi ssi oner of Wealth Tax(6) has held that the conmpensation
payable on the abolition of estates can be taken into
account for the purpose of Walth Tax Act.  Simlar view has
been taken by the Madhya Pradesh Hi gh Court in Sardar C. S.
Angre v. Conmi ssioner of, Walth Tax (7) and Al | ahabad Hi gh
Court in Maharaja Pateshwari Pd. ~Singh v. Conm ssioner of
Weal th Tax(8).

M. Kolah has invited our attention to a decision of the
Calcutta High Court in the case of Conm ssioner ~of Walth
Tax v. U C Mhatab (9) wherein that court held that till
the final publication of the Conpensation Assessnent-rol
under the west Bengal Estates Acquisition Act, the assessee
had no |l egal right to conpensation and the same could not be
included in the' definition of "assets" in the Walth Tax
Act . It is, in our opinion. not necessary to express any
view with regard to the correctness of that ~decision
Suffice it to say that the decision in that case proceeded
upon the assunption that the provisions of the West~ Benga
Estates Acquisition Act, 1953 were materially different from
those of the Bihar. Land Reforms Act. It was, in fact,” on
that ground that the |earned Judges of the Calcutta High
Court distinguished the case of Maharaj Kumar Kanmal Singh v.
Conmi ssioner of Walth Tax (supra) as well-as the decision
of the Patna Hi gh Court which is now the subject matter of
the present appeal

W are also not inpressed by the contention advanced on
behal f of the appellant that the value of the conpensation
shoul d have been determ ned for the purpose of Walth Tax
Act to be 50 per cent of the ampunt of conpensation-and not
65 per cent.

(1) [1972] 84 |. T. R 240
(2) [1963] 50 I. T. R 216
(3) [1966] 62 I. T. R 60

(4) [1967] 64 |. T. R 147.
(5) [1968] 69 I. T. R 552.
(6) [1970] 78 I. T. R 60

(7) [1968] 69 |. T. R 336.
(8) [1970] 78 I. T. R 581
(9) [1970] 78 I. T. R 214.
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As woul d appear fromthe order of the Tribunal, the val ue of
conpensati on payable under the Bi har Land Reforms Act has
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been generally estimated for the purpose of Walth Tax Act
to be 65 per cent of the anpbunt of conpensation determ ned.
We see no cogent ground to interfere in this respect.

As a result of the above, we uphold the answers given by the
Hi gh Court in respect of the first and third questions. So
far as question No. (2) is concerned, we vacate the answer
given by the H gh Court and answer that question in the

affirmative in favour of the assessee. The appeal is
di sposed of accordingly. |In the circunstances, the parties
are left to bear their own costs of this’ Court as well as
in the Hi gh Court.

S. C
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