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ACT:
Agricultural Inconme-tax-WII--Trust-Annuities--Land held by
trustee, whether on behal f of annuitants-Nature of interest
O annuitants, whether joint-Indian Trusts Act, 1882 (Il of
1882),S. 3.- U P. Agricultural Income-tax Act, 1948 (U
P. Il O 1949), SS. 2(11), 3, 11(1).
HEADNOTE:

Section 11( 1) of the U P. Agricultural ~Incone-tax Act,
1948, provided: "Were any person holds land, from' which
agricul tural income is derived, as a conmon manager
appoi nted under any law for the time being in force or under
any agreenment or as receiver, admnistrator or the 'like on
behal f of persons jointly interested in such land or in the
agricultural income derived therefrom the aggregate of the
sunms payabl e as agricultural income-tax by each person on
the agricultural incone derived fromsuch | and and received
by him shall be assessed on such conmpbn nanager, receiver,
administrator or the like, and he shall be deened to be the
assessee in respect of the agricultural inconme-tax - so
payabl e by each such person and shall be liableto pay the
same. "

The appellants were the trustees of an estate settled on
trust under a wll which inter alia provided that the
trustees were to take possession of the trust properties and
to nmmnage the same with all the powers of absolute owners
and to pay the annuities to certain persons. The “assessing
authority assessed the appellants to agricultural incone-tax
upon the total agricultural incone received by t hem
overruling their contention that the tax should be conputed
in accordance with the nethod of conmputation laid down in_s.
11(1) of the Act and that they should be called upon to pay
the aggregate of the sums payable as agricultural income-tax
by each of the annuitants.

Hel d: (1) that the trustees who were the | egal owners of
the trust property did not hold the Iland from which
agricultural inconme was derived, on behalf of the annuitants
and that each of the annuitants was separately or
individually interested in the agricultural income derived
fromthe |l and conprised in the trust estate to the extent of
the annuity payable to him
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(2) that s. 11(1) of the Act was not applicable to the case
and that the appellants were liable to pay agricultura
i ncome-tax upon the total agricultural incone received by
them

JUDGVENT:
ClVIL APPELLATE JURI SDICTION: Givil Appeal No.389 of 1956.
297
Appeal by special l|eave fromthe judgment and order dated
April 19, 1955, of the Allahabad H gh Court in Agricultura
I nconme-tax M scel | aneous Case No. 202 of 1952.
G S. Pathak and G C. Mthur, for the appellants.
K. L. Msra, Advocate-Ceneral of Utar Pradesh, and C P
Lal, for the respondent.
1957. Septenber 4. The Judgnent of the Court was delivered
by
BHAGMATI, ~ J.-This ~appeal with special |eave against the
j udgrment ‘of “the High Court of Judicature at All ahabad raises
a question of the interpretation of s. 11(1) of the UP
Agricul tural I ncome-tax Act, 1948, Act 111 of 1949
(hereinafter referred to as "the Act").
The appellants are the trustees of the estate settled on
trust under the last will and testament dated May 17,1917,
of one J. J. Holdsworth which, inter alia, conprised of a
certain zam ndari estate known as the Lehra Estate situate
in the District of Gorakhpur, Utar Pradesh.
The cl auses of the will so far as they are relevant for the
purpose of this appeal provided that the trustees were to
take possession of all real property in the United Provinces
of Agra and Qudh and el sewhere in British India (including
the houses at Lehra and CGorakhpur and the grounds thereof)
and all live and dead stock in or about his estate in
British |India or any buildings thereon and the contents of
any houses or stabling in British1ndia belonging to him
(which was called his estate) and nmanage the sanme’ in al
respects and in such manner as they shall deem nost advan.
tageous and with all the powers of absolute owners. The
trustees were to stand possessed of —the net rents and
profits of the settled estate after paynent of the
CGovernment | and revenue tax, and of all managenent expenses,
upon trust to pay thereout certain annuities to 12
annuitants therein nmentioned. |If the net rents and profits
of the said estate were | ess than seventy thousand rupees in
any year or if the said estate or any portion thereof shal
be sold at less than twenty years purchase of the net rent
of seventy thousand rupees or
298
an equi valent proportion thereof in respect of t he
proportion so sold, the annuities bequeathed as above and
for the tinme being payable except annuities Nos. (1), (2)
and (3) were to abate proportionately and no such annuitant
was entitled to have the deficiency of his or her annuity
made good out of the rents and profits of the said estate in
respect of any subsequent year. |If there was no survivor
alive then it was to go Wlliam Ol ando Hol dsworth, the son
of the testator. Seven of the said annuitants died and at
the rel evant period the foll owi ng annuities werepayabl e:
(i) Ms. J. C Holdsworthpound 2, 500/ -

(ii) M. W 0. Hol dsworthpound 1, 000/ -

(iii) Mss Lucy Marion Hol dswort hpound 50/ -
(iv) Lt. Col. L. R J. C WIkinsonpound 500/ -

(v) M. Horace C aud Hol dsworthpound 400/ -
The trustees entered upon the trust and managed the trust
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properties in accordance with the terms of the said wll.
The Act came into force in 1949 and a notice of assessnent
of agricultural income-tax was issued to the trustees for
the year 1357 Fasli (1949-50).

The Additional Collector, CGorakhpur, the assessing authority
for the area in question, by his order dated Decenber 14,
1950, assessed the’ trustees to agricultural incone-tax upon
the total agricultural inconme received by them overruling
their contention that the tax should be conputed in
accordance with the nmethod of conputation laid down in s.
11(1) of the Act and that they should be called upon to pay
the aggregate of the suns payable as agricultural income-tax
by each of the five annuitants.

The trustees preferred an appeal before the Agricultura

I ncome-tax Conmmi ssioner, Lucknow, who by an order dated
Novermber 22, 1951, ~upheld the order of the Additiona

Col l ector. He observed that the beneficiaries were neither
jointly interested in the land held by the trustees nor in
the agricultural _inconme derived therefrom and that the
agriculturall income of the Lehra Estate accrued to the
trustees —and not to the beneficiaries directly as it |eft
the hands of the various tenants who paid rent or fromself-
cultivation that was done by the trustees thensel ves.,
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The trustees then noved an application under a. 24 (2) of
the Act before the Agricultural Inconme-tax Board, U P., for
reference of certain questions of lawto the H gh Court for
its decision. The said Board however deci ded to act, under
the third proviso to s. 24(2) of the Act and to  considerthe
guestions of law itself instead of referring them to the
Hi gh Court for its decision. In the exercise of this power
the Board held inter alia that the entire property vested in
the trustees and that the latter could not claimthe benefit
of s. 11 of the Act and refused to nake a reference.

The trustees noved an application under s. 24(4) of the Act
before the High Court of Judicature at Allahabad / praying
t hat the High Court my be (pleased to require the
Agricultural Incone-tax Board, U P., Lucknow, to state a
case and to refer to the H gh Court certain questions of |aw
arising in the case. The application was allowed by the
H gh Court on February 5, 1953, and an order was passed
directing the said Board to refer the relevant question of
law to the Hi gh Court.

Accordingly a statenent of case was drawn up by the
Agricultural Inconme-tax Board and submitted to the  High
Court and the follow ng question of |aw was referred for its
deci si on:

" Whether on the facts and in the circunstances of the . case
the trustees can be said to be holding |Iand on . behalf of
beneficiaries and can the beneficiaries be said to be
jointly interested in the land or in the agricultural incone
derived therefromw thin the neaning of Section 11 (1) of
the U.P. Agricultural Incone-tax Act, 1948 ?"

The said reference was heard by the H gh Court and by its
judgrment dated April 19, 1955, the High Court held that the
trustees could be said to be holding land on behalf of
beneficiaries but the beneficiaries could not be said to be
jointly interested in the land or in the agricultural income
derived therefromw thin the nmeaning of s. 1 1 (1) of the
Act and accordingly answered the first part of the question
inthe affirmative and the latter half in the negative.
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Thereupon the trustees filed an application before the Hi gh
Court under Art. 133(1) of the Constitution for Ileave to
appeal to this Court which was rejected with the result that
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the trustees applied for and obtained on April 16, 1956,

special |eave to appeal against the judgment of the High

Court.

Section 11(1) of the Act which falls to be considered by us
runs as under:

" Wiere any person holds land, from which agricultura
income is derived, as a commpn nmamnager appoi nted under any
law for the tinme being in force or under any agreenent or as
receiver, administrator or the |like on behalf of persons
jointly interested in such land or in the agricultura
i ncomre derived therefrom the aggregate of the suns payable
as agricul tural i ncone-tax by each per son on the
agricultural incone derived fromsuch | and and, received by
him shall be assessed on such commbn nmnager, receiver,
administrator or the like, and he shall be deened to be the
assessee in respect” of the agricultural income-tax so
payabl e by each such person and shall be-liable to pay the
same. "

This section concerns itself with the node of conputation of

agricultural income-tax in-certain cases. The charging
section is however s. 3 of “the  Act which talks of
agricultural income-tax and super-tax at the rate or rates

specified in the schedule to be charged for each year in
accordance wth, and subject to the provisions of the

Act...... and rules framed under cls. (a), (b) and (c) of
sub-s. (2) of s. 44, on the total agricultural incone of the
previous year of every -person. "1 Person " is defined in
S. 2(11) to mean an individual - or associ ati on of

i ndi vi dual s, owning or holding property for hinself or for
any other, or partly for his own benefit and partly for that
of another, -either as owner, trustee, receiver, . nanager

adm ni strator, or executor or in any capacity recogni zed by
[ aw, and includes an undivided H ndu fanily, firmor conpany
but not to include a |local authority. According to the
above definition the trustees before us would be included in
the definition of " person and woul d as such be liable to
agricultural incone-tax under the
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charging section. That liability to pay inconme-tax’ would
however be on the trustees as a "person" without _anything
nor e. VWere however s. 11(1) comes into operation the
agricultural income-tax would be assessed not on the
ordinary conputation but on the conputation specifi ed
therein which has the effect of reducing the incidence  of
the tax by reason of the person being |liable to pay only the
aggregate of the sums payabl e as agricultural income-tax by
each of the persons jointly interested in such land or in
the agricultural incone derived therefrom

Two conditions are requisite before s. 11 (1) can cone /into
operation: (1) that the person holds land from which
agricul tural income is derived, as a conmmpn nmanager
appoi nted under any law for the time being in force or under
any agreenment or as receiver, adnmnistrator or the like on
behal f of other persons and (2) such persons should  be
jointly interested in such land or in the agricultura

incone derived therefrom |If both these conditions are
satisfied the person holding such land is Iliable to be
assessed in the manner specified in s. 11(1) of the Act and
the aggregate of the sums payable as agricultural income-tax
by each of these persons jointly interested on his share of
the agricultural incone derived fromsuch |and and actually
received by himis to be assessed on such combn nanhager

receiver, admnistrator or the like, and the latter is to be
deemed the assessee in respect of the agricultural income-
tax so payable by each such person and is liable to pay the
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sane.
It is to be noted that the primary liability for the paynent
of agricultural inconme-tax is on the person who is
interested in the land or in the agricultural income derived
therefrom The incidence of the tax is on that person and
the ampunt of tax is determined with reference to the
aggregate incone derived by him Inasnmuch as however such
land is held by sone other person who@is a combn nanhager

receiver, admnistrator or the like on behalf of such person
and others jointly interested in such land or in the

agricultural income derived therefrom the agricultura
i ncome-tax i s assessed on such comobn manager

302

receiver, administrator, or the like instead of t he
assessnment bei ng made on each of such persons who is jointly
interested in such landor, in the agricultural income
derived therefrom Section 11.(1) prescribes a node of
assessing . such common nmanager, receiver, admnistrator or
the like and he is deenmed to be the assessee in respect of
agricultural” income-tax so payabl e by each such person and
is liable to pay the sane.

Such comon manager, receiver, administrator or the like

would certainly be -covered by the definition of person
contained in s. 2(11) of the Act because he would be hol di ng
property for others as receiver, manager, admnistrator or
the like and would be liable to pay theagricultural income-
tax on the agricultural income derived by himfromthe |and
which he thus held. If there was nothing nore, the
i nci dence of the tax would be onthe total incone which has
cone to his hands. But, in so far as he holds the | and from
whi ch agricultural income is derived as such conmon nanager

receiver, admnistrator or the |ike on behal f of the persons
jointly interested in such land or~ in the agricultura

income derived therefrom the agricultural inconme-tax is
levied not on the conputation of the whole agricultura
income which has cone to his hands but if; Iimted to the

aggregate of the sums payable as agricultural income-tax by
each of the persons jointly interested in such land or in
the agricultural income derived therefromand received by

hi m The agricultural income-tax in such cases is
determined wth reference to each of the persons jointly
interested in such land or in the agricultural income

derived therefrom and the agricultural incone-tax _payable
by each of such persons is conputed on the actual amount  of
the agricultural incone derived fromsuch land and received
by himand the aggregate of the suns payable as agricultura
i ncome-tax by each of such persons is assessed on such
common nanager, receiver, admnistrator or thelike with the
result that he pays agricultural inconme-tax which would be
substantially | ower than what he woul d have otherwi se had to
pay if the computation of such tax was on the tota
agricultural incone
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derived fromsuch land and cone to his hands. Such conmon
manager, receiver, admnistrator or the like would in the
course of managenent or adm nistration of such | and debit to
the account of each such person an aliquot share of the
whol e of the agricultural income-tax paid by him [If such
conmon rmanager, receiver, admnistrator or the like were
assessed on the total incone derived fromthe Iand which
conmes to his hands, the anmount thus debited to each of such
persons would be larger than the anbunt which the latter
would have to pay by way of agricultural inconme-tax, if
agricultural income-tax was |levied on the actual anount of
agricultural income derived fromsuch | and and received by
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him as falling to his share. This provision therefore is
designed to | ower the incidence of the agricultural incomne-

tax upon each such person and such conmobn nanager, receiver,
administrator or the like by virtue of these provisions is
deenmed to be the assessee in respect of agricultural income-
tax so payabl e by each such person and is nade |liable to pay
t he same.

Thi s position however is not available unless and until such
conmon rmanager, receiver, admnistrator or the |like holds,
the land from which agricultural incone is derived on behal f
of persons jointly interested in such land or in the
agricultural incone derived therefrom Such comon manager

receiver, admnistrator or the like should hold the and on
behal f of these persons and not on his own behalf. The very
words " on behalf of " predicate that the land is held by
such comon manager, receiver, admnistrator or the like not
as the owner but as the agent-or representative of these
persons” and he manages or admnisters the same either in
accordance with lawor the terns of the agreement arrived at
between ‘the parties. There-is no vestige of ownership in
him and -all ~that he is entitled to do is to nmmnage or
administer the |land on behalf of persons who are jointly
interested in the agricultural inconme derived therefrom

Thi s coul d be predicated of recei vers managers,
adm nistrators or/ the |ike but cannot be predicated of
owners or
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trustees who are equally wth the nanager, receiver,
adm ni strator or the like included within the definition of
" person "- contained.in s. 2(11) of the Act.

The case of the owner does not require any el aborati on. He

holds the land on his own behalf and also” for  his own
benefit. Ho certainly cannot cone within the scope of s. 1
1 (1) of the Act. The position of a trustee is also sinmlar
to that of the owner. A trust is thus defined in English
Law.

" Atrust in the nodern and confined sense of the word, is a
confidence reposed in a person with respect to property of
whi ch he has possession or over which he can -exercise a
power to the intent that he may hold the property or
exercise the power for the benefit of sone other person _or
object.” (Vide Halsbury' s Laws of Engl and, —Hail sham Ed.
Vol . 33, p. 87, para. 140).

" The property affected by the confidence is <called the
trust property or trust estate. It is usually in the |ega
ownership or under the legal control of the trustee. The
cestui que trust is said to have a beneficial or equitable
interest init.” (Ilbid p. 89 para. 142).

A trustee is thus usually the legal owner of  the  trust
property or the trust estate and holds it for the benefit of
the certui que trust.

Rel i ance was however placed upon an observation of Sir John
Romlly, M R, in Lister v. Pickford (1)

" Atrustee, who is in possession of land is so on behal f of
his cestuis que trust, and his nmaking a mstake as to the
persons who are really his cestuis que trust cannot affect
the question.”

What the Court was considering there was the question of
[imtation and adverse possession and these observations
were made in that context. It is significant however to
note the further observations of the Master of the Rolls in
that very context at p. 583:

" Suppose that they had inmagined bona fide that they
thenselves were personally entitled to the property, and
that they were not trustees of it for anyone, it would,
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nevert hel ess, have-been certain that they woul d
(1) (1865)34 Beav. 576, 582; 55 E.R 757.
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have been trustees for the cestuis que trust, and no tine
would run while they were in such possession. The |ega

estate was vested in them no other person could have
mai nt ai ned an ej ect nent agai nst them they are bound to know
the law, they ought to have taken possession as soon as they
saw who were the real beneficiary devisees, and, being in
possessi on, they ought to have applied the proper proportion
of the rents for the benefit of such residuary devisees."
The passage quoted above makes it abundantly clear that the
| egal estate is vested in the trustees and they hold it for
the benefit of the beneficiaries.

What ever be the position in English Law, the Indian Trusts
Act, 1882 (Il of 1882) is clear and categoric on this point.
Section 3 of that Act defines a Trust as an obligation
annexed to the ownership of property, and arising out of a
confidence reposed in and accepted by the owner, or declared
and accepted by him for the benefit of another, or of
anot her and the owner: the person who accepts the confidence
is called the "trustee”: the person for whose benefit the
confidence is accepted is called the "beneficiary": "the
beneficial interest” or ™interest" of the beneficiary is his
right against the 'trustee as owner of the trust property;
the subject matter of the trust is called "trust property"
or "trust noney."

These definitions enphasize that the trustee is the owner of
the trust property and the beneficiary only has a right
against the trustee as owner of the trust ~property. The
trustee is thus the |egal owner of the trust property and
the property vests in himas such. He no doubt holds the
trust property for the benefit of the beneficiaries but he
does not hold it on their behalf. ~The expressions " for the
benefit of and on behal f of " are not synonynous wth
each other. They convey di fferent neani ngs. The former
connotes a benefit which is enjoyed by another thus bringing
in arelationship as between a trustee and a beneficiary or
cestui que trust, the latter connotes an agency which brings
about a relationship as between principal and agent ~ between
the parties, one of whomis acting on behalf of  another

Section 11(1) therefore can only

39
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come into operation where the land fromwhich agricultura
income is derived is held by such conmon nanager, receiver,
adm ni strator or the like on behalf of, in other words, as
agent or representative of, persons jointly interested in
such land or in the agricultural income derived  therefrom

Even though such persons were the beneficiaries cestui que
trust under a deed of trust, they would not be “conprised
within the category of persons on whose behal f such lland is
held by the trustees and the trustees would not be included

in the description of conmon manager, receiver,
adm nistrator or the like so as to attract the operation  of
s. 11(1). Trustees do not hold the Iland from which
agricultural income is derived on behalf of the benefi-

ciaries but they hold it in their own right though for the
benefit of the beneficiaries.

The beneficiaries are also not necessarily persons who are
jointly interested in such land or in the agricultura
i ncomre derived therefrom The term"jointly interested" is
wel | -known in |law and predicates an undivided interest in
the land or in the agricultural incone derived therefrom as
di stinguished from a separate or an individual interest
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therein. [If on a true reading of the provisions of the deed
of trust the interest which is created in the beneficiaries
is a separate or individual interest of each of the
beneficiaries in the land or in the agricultural income

derived therefrom rmerely because they have a conmon
interest therein, that cannot make that interest a joint
interest in the land or in the agricultural incone derived
therefrom The words "jointly interested" have got to be
understood in their |egal sense and having been used in a
statute are not capable of being understood in a popular
sense as neaning a comon interest or an interest enjoyed by
one person in commopn wth another or others.

If regard be bad to the above construction put wupon the
ternms of s. 11 (1) of the Act, it follows that the
appel lants who were trustees of the deed of trust in the
present case did not hold the |and fromwhich agricultura
income is derived as conmon nanhager, receiver, adm nistrator
or the I'ike on behalf of the annuitants

307

and the ‘annuitants were not jointly interested in the |and
or in the agricultural income derived therefrom with the
result that s. 11(1) of the Act did not cone into operation
at all. The appellants were the | egal owners of the trust
estate and did not hold the land from which agricultura
inconme was derived "on behalf of" the annuitants. Each of
the annuitants, noreover, was separately or individually
interested in the agricultural inconme derived fromthe |and
conprised in the trust estate to the extent of the annuity
payabl e to himunder the deed of trust and the interest of
one annuitant was not affected by whatever happened to the
interest of the other.  There was thus no fulfilnment of
either of the two conditions pre-requisite before s. 11(1)
of the Act could conme into operation at all

The learned judges of the Hi gh Court ~were therefore in
error in answering the first part of the question referred
to them in the affirmative, though their answer to the
latter part in the negative was correct. W are of / opinion
that both the parts of the question should have been

answered by them in the negative. The wultinmate ‘result
however is the same and this appeal of the -appellants is
therefore bound to fail. The appeal will accordingly stand

di sm ssed with costs.
Appeal dism ssed
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