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1. Larson and Toubro Linmited, a public limted conmpany, is
a | eadi ng engi neering concern in this country. It has got a
large work force required for its various projects.  In the
year 1983, it set wup Larson and Toubro Institute of
Technol ogy. For establishing and running the institute, a

trust called ’Larson and Toubro Staff and Welfare Trust’ was
constituted. Because of certain legal conplications, it 1is
stated, the institute is being run directly by the  conpany,
di spensing wth the trust. The institute imparts
instruction in four-year diplom course sixty seats in
di pl oma i n nechani cal engineering and sixty seats-in diplom
in electrical engineering. According to the copy of the
prospectus filed in
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this wit petition, the adm ssion is open only to children
of the enpl oyees of Larson and Toubro group —of comnpanies.
It is further required that the enpl oyee should have put in
a mninum period of five years of service ‘as confirmed
enpl oyee on July 1st of the year of adm ssion to enable his
child to claim the eligibility. The admission is nmade
purely on the basis of nmerit determned on the “basis of
marks obtained in the Secondary School Certificate Exam -
nati on of the Maharashtra State Board of Secondary Education
or an equival ent exam nation. The mnimmmarks are fifty
per cent in the case of general candidates and forty five
per cent in the case of backward class students. Thirty
four per <cent of the scats arc stated to be reserved in
favour of backward classes. It is further stated before us
by Sri K K Venugopal, |earned counsel for the petitioners
that no fee whatsoever is charged or collected from the
students or from their parents for adn ssion and/ or
instruction in the said institute. It is stated that as a
matter of fact, the Governnent of Maharashtra had granted
permi ssion for starting this Institute in the year 1983
subject to the specific conditions that (1) no fee shall be
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charged fromany student of the said institution; (2) the
parents of the students nust be Indian nationals; (3) the
fat her/ nother must be in service of the conpany for atl east
five years; (4) that governnent rules regarding reservation
of thirty four per cent of scats for backward classes are
foll owed and (5) that only where no candi dates are avail abl e
in the backward class category, that those scats wll be
filled up by open category candidates. It is stated that
t hese conditions are being inplicitly and faithfully
foll owed by the Institute.

2. On February 4, 1993, this Court delivered judgment in
Unni kri shnan, J.P. v. State of Andhra Pradesh (1993 (1)
S.C.C.645) inter alia fram ng a scheme governing adm ssion
to professional colleges, which expression includes colleges
imparting technical education. The idea behind the schene
was to put an end to the financial and other iffcgularities
whi ch had becomne ranpant in these institutions, converting
nost of these institutions into teaching shops. The idea
was to regul ate admi'ssion to these colleges. Fifty per cent
of seats ‘are to be filled purely on the basis of nerit (who
shal | pay only a nom nal fee) and other fifty per cent being
treated as repaynment seats’', the admission to which seats
also was to be on the basis of merit. On review petitions
being filed by several persons, they were entertained only
to the limted extent of providing a certain percentage of

seats for non-resident Indians. It was directed that five
per cent of the scats shall be reserved for non-resident In-
dian students. It appears that the petitioner was one of

the review petitioners therein though it was not one of the
wit petitioners in the batch of wit petitions disposed of
on February 4, 1993.

3. I n pursuance of the judgnent in Unnikrishnan, the AlI-
India Council for Technical Education framed two 'sets of
regul ati ons wunder All-India Council of Technical Education

Act, 1987, viz., Al.CT.E (Norms and CGuidelines for Fees
and Quidelines for Adm ssions in- Professional Colleges)
Regul ations, 1994 dated May 20, 1994 and A I.C. T.E. (G ant
of Approval for starting new Technical I nstitutions,
I ntroducti on of Courses or Programmes and Approval of 'intake
capacity of seats for the Courses or Pr ogr ammes)
Regul ati ons, 1994 dated Cctober 31, 1994. These regul ations
have
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been framed consistent wth and in fur therance of the
schenme and directions con tained in the judgnent aforesaid.
4.Since the petitioner-institute could not fit itself
into the said schenme, it applied for exenption and for
appropriate orders both fromthe CGovernment o | Maharashtra
and from the AI.C.T.E Ile request was to permt it to
continue according to its present schenme and, at the sane
time, not to refuse or wthdraw the recognition and
affiliation granted by the governnent and the council
Since the council expressed its inability to accede to the
said request, the present wit petition was fil ed.

5. It woul d be seen fromthe facts stated above that this
institute is not an engineering college but only a polytech-
nic, which means that primarily it wll <cater to the
children of conparatively | ower echel ons of the enpl oyees of
the conpany. It is confined to the children of the em

pl oyees alone and that too enpl oyees who have put in a
m nimum of five years of confirnmed service on 1st July of
the relevant year of adnission. No fee is charged either
for admission or for inmparting instruction, (The adnission
to hostel is, of course, a different matter and for which
charges are levied, to which no objection can be taken.)
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Adm ssions are being made exclusively on the basis of nerit
with reference to the marks in the qualifying exam nation,
viz., the marks obtained in S.S.C. Exami nation conducted by
the Mharashtra State Board of Secondary Education or any
ot her equival ent exami nation. No outside student is being

adm tted. The idea is to train the students keeping the
requirenents of the conpany in mnd and to absorb them
ultimately in conpany service to the extent feasible. It is

thus obvious that the purpose for which this institute has
been started and is being maintained and run are in no way
i nconsistent wth the underlying purpose and object sought
to be achi eved by the schene enunciated in Unnikrishnan and
the regulations franmed by the A 1.C T.E. W arc, therefore,
inclined to allowthe institute to function as at present,

i.e., subj ect to the several condi tions ment i oned
her ei nbef ore. In all other respects, the regulations by
Al'l -India Council for Technical tion shall apply as also the

rel evant rul es and regul ations, if any, nade by the Edu-
cation' and Enpl oynment Departnent (including the office of
Director ' of Technical Education, Bonmbay), Governnent of

Mahar asht ra. It is made clear that the conditions inposed
by the Maharashtra government while pernitting the institute
to be started, referred to above, shall continue to be
observed. It shall ‘be open to the Government of Maharashtra

and Alllndia Council for Technical Education to inspect,
call for records and informati on and take all other steps to
ensure that the institute is adhering to the above condi-
tions. For this purpose, the institute shall send each
year, to both the governnent and-the council, a statenment of
particulars of students who had applied for adm ssion and
those who had been granted adm ssion. The statenent shal
contain the full particulars of the students alongwith the
particulars of their parents (in service of the conmpany),
their service particulars, the -marks obtained by each
applicant and an integrated nerit |list and a separate nmerit
list of the students bel ongi ng to backward cl asses.

6. At the sanme tine, we wanted to ensure that the
institute is run by a public/
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charitable trust as required by one of the clauses ~of the
schene in Unnikrishnan. 1t was, however, explained to us by

Sri Venugopal that initially the conmpany had established a
trust for the purpose of running the said institute but it
had to dispense with the said trust because the anpunt paid
by the conpany into the said trust was not being allowed as
a deduction in the assessnent of the conpany under the

Income Tax Act. It is explained that by virtue of insertion
of sub-section (9) in Section 40A of die Incone Tax Act by
Fi nance Act, 1984 (with retrospective effect fromApril 1,

1980) the amounts paid by the conpany into the trust were
hel d not deductible as pernissible expenditure by the Incone
Tax Department and for this reason the trust had to be
di spensed with. Wth a viewto satisfy ourself as to the
position of law obtaining in this behalf, we requested Sri
J. Ramanurt hy, Senior Advocate, to assist us and tell us
whet her it would be possible for the conpany to claim ful

deduction for the anpbunts paid into die trust established,
or to be established, for running the said institute. Sri
Ramarmurthy and Sri Venugopal have taken wus through the
rel evant provisions of the Incone Tax Act. W find that by
virtue of sub-section (9) of Section 40A, it may not be
possi bl e for the conpany to claimsuch full deduction. Even
if the said trust is recognised for the purpose of Section
80G, the deduction can be only to the extent of fifty per
cent of the anmpunt paid into the trust. In t he
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circunstances, we dispense with the said condition in the
case of this institute alone subject to the follow ng

further conditions, viz., the conmpany shall open, iif not
al ready opened, a separate account concerning the petitioner
institute. Al the expenditure incurred on the institute
and any other receipts by the said institute shall be
entered therein as also the particulars of the application
of the said ampbunts. |If there is any change in |aw rel evant
in this behalf, it shall be open to the GCovernnent of

Maharashtra, A 1.C. T.E. or any other interested person to
apply to this court for appropriate nodification.

W are grateful to Sri J.Ramanurthy for gl adl y
assisting us in the matter.
8. The wit petition is disposed of wth t he above
directions. No costs.
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