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ACT:
I ncone Tax Act, 1961---Sections 11 and 12---Radhasoani
Sat sang Property--Inconme of--Wiether entitled to exenption.

HEADNOTE
The then Satguru of the appellant-Creed was assessed for
the assessnment years 1937-38, 1938-39 for the first tinme. He

was a retired Govt. servant. H s pension as well as the
income fromthe institution were assessed toget her
On appeal, the Assistant Conmi ssioner of Income-tax

confirmed the assessnents made by the Income-tax O ficer

The |Incone-tax Conmm ssioner under reference nade under
section 66(2) of the Incone-tax Act, 1922 held that the
offerings made to the assessee-Satguru were offerings as
held in trust and same were exenpted under section 4(3)(1)
of the Act.

When an application under Section 35 of the Act was nade
for ratification, whether the offerings received by the
assessee consisted of interest incone, property incone, and
i ncore derived fromsale of books and photographs etc. to be
excluded, the Commi ssioner directed del etion thereof.

For the year 1939-40, though the Inconme-tax Oficer did
not allow exenption u/s.4(3)(1) of the Act, the Appellate
Assi stant Comm ssi oner all owed exenption

Till 1963-64 the appellant was not taxed and its refund
applications were accepted by the respondent-Revenue.

For the assessnment years 1964-65, 1965-66, 1966-67,
1967-68, 1968-69, 1969-70, the assessee-appellant was as-
sessed, treating it to be an association of persons, and
held that the donations and contributions received volun-
tarily had limted religious use.

Wen the appellant-assesses appealed, the appellate
authority upheld the assessnents.

313

Agai nst the orders of the Appellate authority the asses-
see appeal ed before the Incone-tax Tribunal. The Tribuna
al l owi ng the appeal s of the assessee, held that the assessee
was entitled to the exenption clainmed under Section 11 of
the I ncome-tax Act, 1961

On the question, referred to the High Court by the
Tri bunal , "Whether on the facts and in the circunstances of
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the case the Tribunal was justified in holding that the
income derived by the Radha Swani Satsang, a religious
institution, was entitled to exenption under Sections 11 and
12 of the Incone Tax Act, 1961?", the H gh Court answered
the question in favour of the Revenuerespondent, hol ding
that the trust deed was revocable and the conditions for
exenption under Sections 11 and 12 of the Act were not
sati sfied.

Al'l owi ng the appeal s of the assessee, this Court,

HELD: 1.01. Assessnents are quasi judicial. Each assess-
ment year being a unit, what is decided in one year nay not
apply in the follow ng year but where a fundanental aspect
permeating through the different assessnent years has been
found as a fact one way or the other and parties have al-
lowed that position to be sustained by not challenging the

order, it would not be at all appropriate to allow the
position to be changed in a subsequent year. [320H, 321 A-B]
1. 02. No formal~ docunent is necessary to create a

trust. The conditions which have to be satisfied to entitled
one for _exenption are: (a) the property from which the
i ncome i s derived should be held under trust or legal obli-
gation, (b) the property should be so held for charitable or
religious purposes which enure for the benefit of the pub-
lic. [317 E-G

1. 03. The property was given to the Satguru for the
conmon purpose of furthering the objects of the Sat Guru.
The property was therefore subject to alegal liability of
being wused for the religious or charitable purpose of the
Sat sang. [319 E, F]

1. 04. The Tribunal was justified in holding that the
i ncome derived by the Radhasoanm Satsang was entitled to
exenption under Sections 11 and 12 of the Incone Tax Act,
1961. [321 D
Pat el Chhotahhai and Ors. v.Janan Chandra Bask and Ors., AR
314
1935 Privy Council 97; Acharya Jagdi sh-Waranand Avadhuta &
Os. v. Comm ssioner of Police, Calcutta & Ant., [1983] 4
Sec 522, The Secretary of State for India in Council wv.
Radha Swam Sat Sang, 13 I TR 520; Al India Spinners’ Associ -
ation v. Conmm ssioner of Income Tax, Bonbay, 12 |ITR 482;
TM M Sankaral i nga Nadar & Bros. & O's. v. Conmi ssioner of
I ncome-tax, Madras, 4 | TC 226; Hoystead & Os. v. Conm s-
sioner of Taxation, 1926 A.C. 155 and Parashuram Pottery
Wrks Co. Ltd. v. Incone-tax Oficer, Crcle 1, Ward A
Raj kot, 106 ITR 1 at p.10, referred to.

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civil Appeal Nos.” 10574-
10583 of 1983.

From t he Judgnent and Order dated 7.7.1980 of the | Al a-
habad H gh Court in I.T.R No. 948 of 1975.

V. Gouri shanker, B.V. Desai, S.K Aggarwal and Ms. Vinita
Ghar pade for the Appellants.

S.C. Manchanda, B.B. Ahuja, Manoj Arora and Ms. A. Subha-
shini (N.P.) for the Respondent.
The Judgnent of the Court was delivered by

RANGANATH M SRA, (CJ. Radhasoami Satsang, an assessee
under the Incone Tax Act in these appeals by special |eave
assails the decision of the Al ahabad H gh Court on refer-
ence under Section 256 of the Income tax Act. 1961. The
foll owi ng question had been referred by the Tribunal to the
H gh Court:

"Whet her on the facts and in the circunstances
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of the case Tribunal is justified in holding
that the inconme derived by the Radha Swanmi
Satsang, a religious institution, is entitled
to exenption under sections 11 and 12 of the
i ncome Tax Act, 1961’ ."’

The anbit and purport of the question would not be
properly appreciated unless the background is indicated. The
assessee is the Radhasoam Satsang, Agra. This sect was
founded by Swam Shiv Dayal Singh in 1861. The tenets of
this faith, inter alia, accept the position that God is
represented on earth by a human being who is called the Sant
Satguru. The first of such gurus .was the thunder hinself
and he was popularly known as ' Soami ji Madharaj’ The second
Sat guru (1889-1898) was Ra
315
Bahadur Salig Ram and he was known as ' Bazoor Maharaj’. The
third sant Satguru was Pandit Brahma Shanker Msra (1898-
1907) ~and was wi dely known as 'Maharaj Sahib’. These three
Sat gurus ‘have been regarded as the real exponents of the
creed. Qut of donations and offerings nade to the Satgurus,
| arge funds were built up and properties were acquired over
the years. During the time of the third Satguru, in 1902,
the nenbers of the creed at a largely attended convention
established a Central Council and the right, title and
i nterest of al'l t he properties - novabl e and
i movabl e---whi ch had by then been coll ected were vested in
the Council under the directions of Maharaj Sahib. In June,
1904 the constitutioon and bye-laws of ‘the Central Council of
Radhasoani Satsang were drawn up-in a formal way and a body
by the nane ' Radhasoam Satsang Trust’ was set up. A trust
deed was executed by some nenbers of the Central Council in
Cct ober, 1904.. A set of bye-laws were al so franed.

On the death of third Satguru which took place in Ccto-
ber 1907, the oread split into two and cane to be khown as
Swarmi  Bagh Sect and the Dayal Bagh Satsangis respectively.
Di sputes arose as to the managenent of the shrines and the
adm nistration of the properties which had vested’ in the
trustees under the Trust Deed of 1904. The Dayal Bagh Sat -
sangis clained that all the properties were heldin a trust
for a public purpose of a charitable and religious nature
and prayed for a decree by going to the GCivil ~Court The
l[itigation had started in the form of an application under
section 3 of the Charitable and Religious Trusts Act, 1920
but was converted into a regular suit and eventually ended
with the decision of the Privy Council in the case of ~Pate
Chhot ahhai and Ors. v. Jnan Chandra Basic and Ors., ‘AlR 1935
Privy Council 97. The Judicial comrittee reversed the deci-
sion of the H gh Court and held that even if the trust  cane
into existence it was difficult to hold that it was  of a
public, charitable or religious character as contenpl ated by
the Charitable and Religious Trust Act, 1920.

The question of assessing the income for the first tinme
arose in the assessnent year 1937-38. The Incone Tax Officer
relied upon the observations of the Privy Council and com
pl eted assessnents for two years being 1937-38 and 1938-39
treating the then Satguru, Sri Madho Prasad Sinha as the
assessee. He was a retired Assistant Accounts Oficer and
was earning a pension. H's pension as also the income from
the institution were tagged together for assessnent. The
Appel | ate Assi stant Comm ssioner confirnmed the assessnents.
Assessee then filed applications under section 66(2) of the
I ncome-tax Act of 1922 for reference. The Comm ssioner took
the view that the offerings though nmade to the Satgurus were
not wused for their personal benefit and held that even
t hough no forma
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trust had been created by the donors in respect of offer-
ings, the guru inpressed the offerings with trust character
at the tinme of receipt, and treated the offerings as held in
trust. He was, therefore, of the view that such offerings
were exenmpt under section 4(3)(1) of the Income-tax Act,
1922 and directed that the offerings be deleted from the
assessment for the two years. He accordingly held that no
reference wunder Section 66(2) was necessary to be made. an
application under section 35 of the Act was later filed for
ratification by pointing out that offerings received by the
Sat gurus consisted of interest incone, property income, and
i ncome derived from sal e of books and phot ographs etc. and
the sanme should al so be excluded. On 8.12.1945 the Conmi s-
sioner directed deletion thereof.

For the year 1939-40, the income-tax Oficer did not
grant exenption _under section 4(3)(1) of the Act but the
appeal chall enging the assessnent was accepted by the Appel -
| at e Assi stant” Commi'ssioner in Septenber, 1947 uphol ding the
assessee’'s cl ai mof exenpti on.

Not hi.ng substantial happened until the assessnment year
1963-64. During this period refund applications of the
Sat sang were accepted by the departnment on the basis that
the incone was exenpt and as tax had been deducted at source
the same was refundable. For the first tine claimfor refund
in the years 1964-65, 1965-66 and 1966-67 was not all owed
and the assessee was treated as an association of persons
and taxed; subsequentiy for the assessment years 1966-67,
1967-68 and 1968-69 and 196970 assessments were. also com
pl eted. The Income-tax O ficer did not accept the assessee’s
cl ai m of exenption and proceeded to hold that the donations
and contributions had been received voluntarily and had been
limted to religious use but there was no obligation to do
so. The assessee appeal ed but the appellate authority upheld
the assessments for the years referred to above. The asses-
see then appealed to the Tribunal. The Tribunal exam ned the
matter from various aspects and hel d:

"So far as the Radhasoam sect is ‘concerned
its properties were held only for the further-
ance of the object of the Satsang and this
object was to propagate the religi on known by
the name of Radhasaom . This was a purely
religious purpose as held by the Privy Council
and therefore the objects of the assessee are
clearly religious objects."

Wil e the Tribunal did not accept that the words 'held
under trust’ nerely nmeant a consideration of the factua
position and that if the inconme had been applied for reli-
gi ous purpose it was unnecessary to find out whether in |aw
a trust had been created or not. But the Tribunal was of
317
the opinion that the words | egal obligation were rmuch @ wi der
and the activities of the Satsang could be brought wthin
the purview of that expression. It finally held that the
assessee was entitled to the exenption clained under s. 11

The Hi gh Court did not accept the conclusions of the
Tribunal by heavily relying upon the revocability of the
trust as clearly specified in the document and accepting the
stand of the Revenue that exenption under s. 11 was subject
to the provisions of ss.60 to 63 of the Act and on the
finding that the trust was revocable it upheld Iliability,
Section 11(1) of the Act, as far as relevant, provides:

"Subj ect to the provisions of sections 60-63,
the follow ng income shall not be included in
the total income of the previous year of the
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person in recei pt of the incone:

(a) incone derived from property held
under trust wholly for charitable or religious
purposes, to the extent to which such incone
is applied to such purposes in India; and

Co) where any such inconme is accumul ated
or set apart for application to such purposes
inlIndia, to the extent to which the inconme so
accunul ated or set apart is not in excess of
25% of the incone from such property;.."

The conditions which have to be satisfied to
entitle one for exenption, therefore, are:

(a) the property fromwhich the incone is
derived should be held under trust or other
| egal obligation.

(b) the property should be so held for
charitabl e or religious purposes which enure
for the benefit of the public.

It is well-settled that no formal docunent is necessary to
Create a
trust.

The reference itself accepts the position that the
assessee is a religious institution. There has been some
amount of debate in the forunms bel ow as'to whether Radha-
soam Satsang is a/'religion. This Court in Acharya Jagdi sh-
war anand , Avadhuta & Ors. v. Conmi ssioner of Police, Calcut-
ta & Anr., [1983] 4 SCC 522 while exami ning the claim of
Anand Marg is to be treated as a separate religion indicat-
ed:

"The words 'religious denom nation’ .in Article
25 of the Constitution nust take their col our
fromthe word 'religions’ and

318

this be so the expression religious denon na-
tion nust also satisfy three conditions:

(i) it nust be acollection of individu-
al s who have a system of beliefs of doctrines
which they regard as conductive ‘'to /their
spiritual well-being, that is, a conmon faith,
(ii) conmon organi sation; and
(iii) designation by a distinctive nane."

In that case Anand Marg was held to be a ’religious
denom nation’ within the Hndu religion. It is not necessary
for us to decide whether Radhasoam Satsang is a denomna-
tion of the Hndu religion or not as it is . sufficient for
our purposes that the institution has been held to be reli-
gious and that aspect is no nore in dispute in view of the
frame of the question

The question of assessnent to incone-tax arose /only
following the decision of the Privy Council in the dispute
between the two factions. The Judicial Committee found that
the properties which were the subjectnatter of the suit were
acquired wth the noneys presented to the Sant Satguru in
the formof bhents or other contributions by the followers
of the Radhasoam faith. The Judicial Committee found that
it was al nost inconceivable that the followers of the faith
when making their gifts to the Sant Satguru intended to
create a trust within the neaning of the Act 14 of 1920 of
whi ch they, the donors and the worshippets, should be the
beneficiaries. The Privy Council further also found that it
could not be said that the donors of the gifts were the
aut hors of the alleged public trust. The question was exam
ined keeping the provisions of the 1920 Act in view The
requi rements of s. 11 of the Income Tax Act are considerably
different from what the Judicial Cormmittee of the Privy
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Council was required to consider.

We have already pointed out that after 1907 the denom -
nati on got divided. The clai mof Dayal bagh group for exenp-
tion wunder the InconmeTax Act cane for consideration before
the Allahabad H gh Court in the case of The Secretary of
State for India in Council v. Radha Swam , Sat Sang, 13 |ITR
520. There it was found that the offerings namde by the
Dayal bagh Satsangis to Sahebji Maharaj and the property
whi ch had grown out of them and which admittedly stood in
the nane of the Sabha and the property which at all materia
times had stood in the nanme of the Sabha vested in the Sabha
for the benefit of the Satsangis and Sahebji Mharaj had no
beneficial or personal interest in that. \Wat has been found
for the Dayal bagh Satsangis on this score is fully applica-
ble so far as the assessee is concerned, There is no dispute
that the properties of the assessee are
319
al so recorded i n'the name of the Sabha (Central Council) and
there is no personal interest clained by the Sant Satguru in
such property. Ever the years the Satguru has never clai ned
any title over, or beneficial interest in, the properties
and they have always been utilized for the purpose of the
religious conmunity. The test applied by the Privy counci
in the case of A 11 India Spinners’ Association v. Comms-
sioner of Incone - Tax. Bonbay 12 |I TR 482 is i ndeed applica-
ble to the facts of the present case and the result would
then be in favour of the assessee. W would like to point
out that even if the trust was revocable, the property was
not to go back to the Satguru on revocation. The constitu-
tion and the bye-laws on record indicate in clause 1(b):

"1. The constitutional powers of the Centra
Counci | Radhasoan
Satsang ............. .0 . ... are as bel ow
(b) to collect, preserve and administer the
properties novable and inmovable that have
been or may hereafter be dedicated to Radha-
soami Dayal or that nay be acquired for or
presented to the Radhasoanm Satsang for the
furtherance of the objects of the Satsang."
Thi s envi sages that where the property was given to the Sant
Satguru, it was intended for the conmon purpose of further-
ing the objects of the Sant Satguru and the Central Counci
had the authority to manage the property. Clause 9 of the
docunent stipulated that the properties would vest” in the
trust and clause 25 provided that the trust-shall be revoca-
ble at the discretion of the Council and the trustees shal
hold office at its pleasure. Upon revocation. the property
was not to go back to the Satguru and at the nost. in place
of the trust, the Central Council would exercise  authority.
It is on record that there has been no Satguru | ong before
the period of assessment under consideration. As.-a fact,
therefore, the Tribunal was justified in holding that the
property was subject to a legal liability of being used for
the religious or charitable purpose of the Satsang.  This
aspect had not been properly highlighted before the High
Court.

One of the contentions which the | earned senior counse
for the assessee-appellant raised at the hearing was that in
the absence of any change in the circunmstances, the Revenue
should have felt bound by the previous decisions and no
attenpt should have been made to reopen the question. He
relied upon sone authorities in support of his stand. A ful
Bench of the Madras Hi gh Court considered this question in
T.M M Sankaralinga Nadar & Bros. & Ors, v. Conmi ssioner of
I ncome- Tax, Madras, 4 | TC 226. After dealing with the con-
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cession the Full Bench expressed the foll ow ng opinion

320
"The principle to be deducted fromthese two
cases is that where the question relating to
assessment does not vary with the incone every
year but depends on the nature of the property
or any other question on which the rights of
the parties to be taxed are based, e.g.
whet her a certain property is trust property
or not, it has nothing to do with the fluctua-
tions in the income; such questions if decided
by a Court on a reference made to it would be
res judicata in that the sane question cannot
be subsequentiy agitated."

One of the decisions referred to by the Full Bench was

the case of Hoystead & O s. v. Conmi ssioner of Taxation 1926

AC 155. Speaking for the Judicial Commttee Lord Shaw stat-

ed:
"Parties are not permitted to begin fresh
litigations because of new views they my
entertain of the |law of the case, or new
versi ons which they present as to what should
be proper apprehension by the Court of the
| egal result either of the construction of the
docunent ~ or the weight of  certain circum
stances. If this were permtted litigation
woul d have no end, except when |l egal ingenuity
is exhausted. It is a principal of law that
this ‘cannot be pernitted, and there is abun-
dant authority reiterating that principle.
Thirdly, the sanme principle - nanely, that of
setting to rest rights of litigants, " applies
to the case where a point, fundanental to the
decision, taken or assumed by the plaintiff
and traversabl e by the defendant, has not been

traversed. |In that case also a defendant is
bound by the judgnent, although it may be true
enough that subsequent light or “ingenuity
m ght suggest some traverse which had not been
t aken. "

These observation were made in a case where taxation was .in
i ssue.
This Court in Parashuram Pottery Works Co. Ltd. wv.
I ncome-Tax O ficer, Crcle 1, Ward A Rajkot, 106 I1TR 1 at
p. 10 stated:
"At the same tinme, we have to bear in mind
that the policy of lawis that there nust be a
point of finality in all |egal  proceedings,
that stale issues should not be reactivated
beyond a particular stage and that |apse of
time nust induce repose in and set -at rest
judicial and quasi-judicial controversite as
it must in other spheres of human activity."
Assessnents are certainly quasi-judicial —and
these observations equally apply.
321
W are aware of the fact that strictly speaking resjudi-
cata does not apply to incone-tax proceedi ngs. Again, each
assessment year being a unit, what is decided in one year
may not apply in the followi ng year but where a fundanenta
aspect perneating through the different assessnent years has
been found as a fact one way or the other and parties have
all owed that position to be sustained by not challenging the
order, it would not be at all appropriate to allow the
position to be changed in a subsequent year
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On these reasonings in the absence of any materia
change justifying the Revenue to take a different view of
the matter- and if there was not change it was in support of
the assessee- we do not think the question should have been
reopened and contrary to what had been decided by the Com
m ssioner of Incone-Tax in the earlier proceedings, a dif-
ferent and contradictory stand should have been taken. W
are, therefore, of the view that these appeals should be
al l owed and the question should be answered in the affirnma-
tive, nanely, that the Tribunal was justified in holding
that the incone derived by the Radhasoam Satsang was enti-
tled to exenption under ss. 11 and 12 of the Inconme Tax Act
of 1961.

Counsel for the Revenue had told us that the facts of
this case being very special nothinng should be said in a
manner whi ch woul d have general application. W are inclined
to accept this subnission and would like to state in clear
terms that the decision is confined to the facts of the case
and may not be treated as an authority on aspects which have
been deci'ded for general application
We direct the parties to bear their respective costs.

V.P.R Appeal s
al | owed.
322




