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ACT:
Adaptation of Laws, Order (No. 3) dated Decenber 31, 1956-
Excess Profits Tax Act, 1940 nade inapplicable to all areas

formng part of a Part B State inmediately before Novenber
1, 1956-Whether ampunts to 'repeal’ of Act in  respect of
such area-CGeneral C auses Act, s. 6 whether attracted.
General C auses Act, s. 6(e)-Liability "accrued or incurred-
"Bellary district included in Part B State inmediately
bef ore Novenber 1, 1956- Notice under Excess Profits Tax Act,
s. 15 issued in 1960 in respect of business carried on in
said district in 1943-44-Terns of s. 6(e) Ceneral d auses
Act whether satisfied-Liability to tax Whether arises at end
of chargeable accounting period or when assessment pro-
ceedi ngs conpl et ed.

HEADNOTE:

The District of Bellary originally belonged to the Part A
State of Madras in British India. On October 1. 1953 it
nerged in the Part 'B '.State of Msore. The Excess
Profits Act, 1940 applied only to British India. VWhen
Bellary District went to the Part "B State of Msore the
Act ceased to apply to it. After the States Reorganisation
Act, 1956, Msore also becane a Part 'A State. But
according to s. 1(2) of the Adaptation of Laws (No. 3) Oder
dated Decenber 31, 1956. the aforesaid Excess Profits Tax
Act was to extend "to the whole of India ,except the
territories which imediately before Novenber 1, 1956 were
conprised in a Part "B State." In 1960 the Excess Profits
Tax O ficer, Bellary gave a notice to the appellants under
s. 15 of the Act in respect of the period Cctober 30, 1943
to Cctober 30, 1944. The appellants objected that the Act
did not apply to Bellary district as inmmediately before
Novermber 1, 1956 it was in a Part 'B State. The plea was
rejected by the departnental authorities as well as by the
Hgh Court in a wit petition under Art. 226 of the
Constitution. |In appeal. by special leave, to this Court it
was contended that so far as Bellary District was concerned
it was not a case of repeal but only of non-application of
the Act, and thus s. 6 of the CGeneral C auses Act was not
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attracted. It was further urged that even if s. 6 applied
no liability bad accrued or been incurred in terns of cl

(e) of the section as there was no assessnent of escaped
profits before November 1, 1956 when the adaptation was
made.

HELD : (i) The result of the Adaptation of Laws Order 1956
so far as the Act was concerned, was that the provisions of
the Act were no longer applicable or in force in Bellary
district. To put it differently, the Act was repealed so
far as the area of Bellary district was concerned. Repea
of the Act means revocation or abrogation of the Act and s.
6 of the General C auses Act applies even in the case of a
partial repeal, or repeal of part of an Act. [866H, 867A]
(ii)The case was covered by s. 6(e) of the General C auses
Act. The liability of an assessee to tax arises inmediately
at the end of the chargeable accounting period and not
nerely at the time when it is. quantified. by assessnent
proceedings. It followed therefore that the

865

notice i'ssued under s. 15 of the Act was legally valid and
the appellants representing the original partners of the
firm continued to be liable to be proceeded against under
that section for the profits which had escaped taxation.
[867 E-F]

Wal l ace Brothers /& Co. v. Commi ssioner of Incone-tax, 16
I.T.R 240 (P.C ), Chatturam HorilramLtd. v. CI.T., 27
I.T.R 709. Kalwa Devaduttamv. Union of India, 49 |.T.R
165 and State of Kerala V. N. Sane lyer, A l.R 1966 S.C.
1415, relied on.

JUDGVENT:

ClVIL APPELLATE JURI SDI CTI ON: Civil~ Appeal No. 185 of

1966.

Appeal by special l|eave fromthe judgment and order dated
March 20, 1962 of the Mysore Hi gh Court in Wit Petition No.
109 of 1960.

A K Sen, R Ganapathy Iyer and R  Gopal akri shnan, for
the appel |l ants.

D. Narsaraju, T. A Ramachandran and R._N. Sachthey, for
the respondent.

The Judgrment of the Court was delivered by

Ramaswam , J. This appeal is brought, by special |eave, from
the judgenent of the Mysore High Court dated March 20, 1962
dismssing wit petition No. 109 of 1960. The appell ants
had prayed therein for the grant of wit for quashing a.
noti ce dated January 16, 1960 issued by the respondent under
s. 15 of the Excess Profits Tax Act, 1940 (Act XV of 1940),
hereinafter called the "Act’', calling upon the appellants to
submit a return of the standard profits and the  profits
actually made during the chargeabl e accounting period from
Cct ober 30, 1943 to Cctober 30, 1944 on the ground that the
profits had been under-assessed.

The appellants carried on a business constituting thenselves
into a partnership called ’'Gudut hur Thi nmappa & Brothers in
1934. On the date of commencenent of the business the part-
ners were G Thi mmappa, G Ekanbarappa, and G  Padmanabhan
each of the partners representing their respective joint
famlies. The business of the firmwas in Bellary town and
the partners of the firmwere residents of Bellary town
during the period the firmwas carryi ng on business. The,
firm was dissolved on Cctober 16, 1944. Thi nmappa, one of
the partners, died on April 13, 1955. For the chargeable
accounting period from Cctober 30, 1943 to April 30, 1944,
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the Excess Profits Tax Officer had taken steps to assess the
"escaped" profits of the firm He issued the necessary
notices to G Padmanabhan and G Ekanbarappa as the partners
of the dissolved firm He also issued notice to G M
Prabhu and G Lakshm devanma as the representatives of G
Thi mmappa. The contention of the appellants, before the
H gh Court was that as from Novenber 1, 1956 the Act nust be
866

deened to have been repealed so far as Bellary district 1is
concerned and therefore the respondent was not conpetent to
take any proceedings for determining the escaped incone
under S. 15 of that Act. The High Court rejected the
contention on the ground that, though the Act stood repeal ed
by reason of the inclusion of Bellary district in Msore
State, the liability to pay tax on the escaped profits
continued by virtue of s. 6 of the General C auses Act.

The question to be considered in this appeal is whether the
appel lants continued to be |iable to be proceeded against
under S. 15 of the Act on the profits which had escaped
taxati on.

The present Bellary district was a part of the old Madras
State which was a Part "A" State under the Constitution of

India till its nerger with'the Mysore State on Cctober 1,
1953 which was a Part "B*" State. The Mysore State conti nued
to be a Part "B' State till Novenber 1, 1956. The Act

extended, when first pronulgated, to.. the territory of
former British India. After the Constitution canme into
force, s. 1(2) of the Act was adapted so as to extend the
operation of the Act "to the whole of India except Part 'B
States" by the Adaptation of Laws Order, 1950. After the
formati on of new States in pursuance of the States Reorgani -
sation Act, 1956 (Act 37 of 1956), sub-s. (2) of s. 1 of the
Act was adapted by the President by Adaptation of Laws (No.
3) Order, 1956 dated Decenber 31, 1956. ~Section 1(2) of the
Act as adapted read as follows :
"It extends to the whole of India except the
territories which imediately before the 1st
Noverber, 1956 were conprised in ‘part 'PB
state.”
The result of the adaptation was that all the provisions of
the Act stood repealed so far as the district of Bellary was
concerned with effect from Decenber 31, 1956. It~ was
contended on behal f of the appellants that it is not a case
of repeal of the Act and so the provisions of s. 6 of the
General dauses Act could not be invoked ~to sustain the
validity of the notices issued by the respondent under S. 15
of the Act. It was argued that so far as the Act was con-
cerned, the Adaptation of the Laws Order, 1956 only nodified
the provisions of s. 1 (2) of the Act and did not repeal the
Act as such and the effect of the nmodification was that the
provisions of the Act were no |longer applicable to the
Bellary district which was conprised in the territory of
Part 'B State of Mysore inmmediately before Novenber 1,
1956. In our opinion there is no justification for the
argunent put forward on behalf of the appellants. The
result of the Adaptation of Laws Order, 1956 so far as the
Act was concerned, was that the provisions of that Act were

no longer applicable or in-force in Bellary district. To
put it differently, the Act was repealed so far as the area
of Bellary

867

district was concerned. Repeal of an Act neans revocation
or abrogation of the Act and, in our opinion, s. 6 of the
General O auses Act applies even in the case of a partia
repeal or repeal of part of an Act. Section 6 of the
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General C auses Act states
"Effect of repeal.-Were this Act or any
Central Act or Regulation made after the

comencemnent of this Act, repeal s any
enactnment hitherto nmade or hereafter to be
made, then, wunless a different i ntention

appears, the repeal shall not-
(c) affect any right, privilege, obligation
or liability acquired, accrued or incurred
under any enactnent so repeal ed; or
Section 3(19) of the General Causes Act defines an
"enactrment" as including "a Regulation and al so as incl uding
any provision contained iin any Act or in any such Regul ation
as aforesaid".
The argunent was al so stressed on behalf of the appellants
that even if s. 6(c) off the GCeneral Causes Act was
applicable there was no "liability incurred or accrued" as
there was no assessnment of escaped profits before Novenber
1, 1956 when the adaptation was nade. W do not think there
is -any substance in this argunent. The liability of the
appel lants  to tax arose inmmediately at the end of the
chargeabl e accounting period and not nmerely at the tinme when
it is quantified by assessnent proceedings. It follows
therefore that the notice issued under s. 15 of the Act was
legally valid and 'the appellants representing the origina
partners of the firmcontinued to be |liable to be proceeded
agai nst under that section for the profits which had escaped
taxation. |In Wallace Brothers and Co. Ltd. v. Commi ssioner
of incone-tax(1l), the Judicial Comittee expounded in clear
terns the scope of a tax liability under the 1ncone-tax Act.
It was observed by the Judicial Commttee as follows :
. the rate of tax for~ the year of
assessment may be fixed after the close of the
previ ous year and the assessment will
necessarily be made after the close of @ that
year. But the liability to tax arises by
virtue of the charging section alone, and it
arises not later than the close  of t he
previous year, though quantification of the
amount payabl e is postponed."”
The sane view has been expressed by this Court in-Chatturam
HorilramLtd. v. C1.T. (2) in which the legal position  was
revi ened
(1) 16 I.T.R 240, 244. (P.C)
(2) 27 1.T.R 769.
868
with regard to the question of charge to incone-tax. In
that case, the assessee-conpany carrying on business in
Chota Nagpur was assessed to tax for the year 1939-40, but
the assessnent was set aside by the Inconme-tax Appellate
Tribunal on March 28, 1942, on the ground that the |Indian
Fi nance Act, 1939, was not in force during the assessnent
year 1939-40, in Chota Nagpur which was a partially excl uded
ar ea. On  June 30, 1942, a Regul ation was pronul gated by
whi ch the Indian Finance Act of 1939 was brought into force
in Chota Nagpur retrospectively as from March 30, 1939.
Ther eupon the Incone-tax O ficer nade an order hol ding that
the incone of the assessee for the year 1939-40 had escaped
assessment and issued to the assessee a notice under s. 34
of the Income-tax Act. The validity of the notice was
gquestioned. It was held by th Court that though the
Fi nance Act was not in force in that area in 1939-40, the
i ncome of the assessee wasliable to tax in that vyear
and, therefore, it had escapdently of the passing of the
Finance Act but until the Finance Act It was pointed out
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that the incone was chargeable to tax i ndepending dently of
the passing of the Finance Act but until the Finance Act was
passed no tax could be actually levied. The sane principle
was reiterated by this Court in Kalwa Devadattamv. Union of

I ndia(l). The question in that case was whether the
l[iability of a H ndu undivided fam |y arose before or after
partition of the famly. 1In that case, this Court speaking

through Shah, J. stated in clear ternms thus :
"Under the Indian Inconme-tax Act liability to
pay income-tax arises on the accrual of the
i ncome, and not fromthe conputation made by
the taxing authorities in the course of
assessnment  proceedings; it arises at a point
of time not later than the close of the year

of account."
The sane view has been taken in a recent case by this Court
in State of Kerala v. N Sam-lyer (2 ) . In view of the

principle expressed in these authorities we are of the

opinion that the liability to pay excess profits tax accrued

i medi ately at the end of the chargeabl e accounting period

and that liability was preserved under s. 6 (c) of the

CGeneral dauses Act even though the Act stood repealed so

far as Bellary district was concerned with effect from

Noverber 1, 1956.

M. Narsaraju contended in the alternative that on the

conbined operation of S. 53 of the Andhra Pradesh Act (Act

30 of 1953) and s’ 119 of the State Reorgani sation Act (Act

37 of 1956) all the provisions of the Excess  Profits Tax

Act, 1940 remained in operation in Bellary district in spite

of the Adaptation of Laws Order, 1956. Section 53 of the

Andhra Pradesh Act states as follows:

(1) 49 1.T.R 165.

(2) AI.R 1966 S.C. 1415.

8 69

I ml5

"The provisions of Part 11 shall not be deemed to have

effected any change in the territories to which any law in

force immediately before the ‘appointed day extends or

applies, and territorial references in any suchlaw to the

State of Madras or of Mysore shall, wuntil otherw se provided

by a conpetent Legislature or other conpetent authority,

continue to have the same meaning. "

. mD

Section 119 of the State Reorgani sation Act reads as fol l'ows
"The provisions of Part It shall not be deened
to have effected any change in the territories
to which any law in force i mediately before
the appointed day extends or -applies,. and
territorial references in any such lawto an
existing State shall, until otherw se provided
by a conpetent Legislature or other “conpetent
aut hority, be construed as nmeani ng the
territories within that State i mediately
bef ore the appoi nted day."
Section 120 of this Act states :
" For t he pur pose of facilitating t he
application of any lawin relation to any of
the States fornmed or territorially altered by
the provisions of Part Il, the appropriate
CGovernment nmay, before the expiration of one
year from the appointed day, by order nake
such adaptations and nodifications of the |aw,
whet her by way of repeal or anendnent, as rmay
be necessary or expedient, and thereupon every
such law shall have effect subject to the
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adaptations and nodifications so nmade until
altered, repealed or amended by a conpetent
Legi sl ature or other conpetent authority.
Expl anation.-1n this section, the expression
"appropri ate Government" neans-
(a) as respect any lawrelating to a matter
enunerated in the Union List, the Central
Gover nnent; and
(b) as respects any other |aw, -
(i) in its application to a Part A State,
the State CGovernnent, and
(ii) in its application to a Part C State,
the Central CGovernment."
it was pointed out that the Act was in force in Bellary
district Wien the Constitution came into force and the
effect of s. 53 of the Andhra Pradesh Act was to continue
the operation of that Act so far as Bellary district was
concerned. The effect of s. 119
870
of the 'State Reorganisation Act was to preserve t he
territorial operation of the | aw which was imediately in
force before the date of the promul gation of that Act wuntil
such law was repeal ed by the competent |egislature or a
conpetent |legislative authority. There is great force in.
the argunment advanced by M. Narsaraju on this point. But
it is not necessary for us to express any concl uded opinion
on this aspect of the case because we have -already given
reasons for holding that the appeal nust be disnissed on the
ground that the Act stood repealed by reason of the
Adaptation of Laws Order, 1956 and the liability to pay tax
on escaped profits continued under s. 6 of the GCeneral
Cl auses Act.
We accordingly affirmthe judgnment of the Mysore High Court
dated March 20, 1962 and disniss this appeal with costs.
G C Appeal dism ssed.
871




