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ACT:

I ncome-t ax- Assessee | eachi ng Vedanta wi thout object of mak-
ing profit-1f carrying on-a vocation-Di sciple making gift of
noney- Whet her -recei pt anounts to i ncome from vocati on-Indi an
I ncome-tax Act, 1922 (XI O 1922), S. 10.

HEADNOTE

The assessee was teaching his disciples Vedanta phil osophy
wi thout any notive or intention of making a profit out of
such activity. One of his disciples made gifts of ‘nobney to
hi m on several occasions. |t was contended by the assessee
that he was not liable to tax on the amounts received as he
was not carrying on any vocation and as the receipts were
not profits or gains.

Held that, in teaching Vedanta the assessee was carrying on
a vocation. It is not necessary for an activity to be a
vocation
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that it should be an organised activity or that it should be
practiced with a notive for making profit.

Conmi ssioner of Inland Revenue v. Incorporated Council of
Law Reporting, (1888) 3 Tax Cas. 105, 113, foll owed.

Hel d, further, that the paynents nmade by the disciple, were
i ncome received by the assessee fromhis vocation. 'In the
case of a voluntary paynment, no tax can be levied on.it if
it had been nade for reasons purely personal to the donee
and unconnected with his office or vocation but it will - be
taxable if it was made because of the office or the vocation
of the donee. The question is not what the donor thought he
was doing but why the donee received it. In the present
case it is plain that it was because of the teaching that
the gift had been nude.

JUDGVENT:
ClVIL APPELLATE JURI SDICTION: Civil Appeal No. 401 of 1956.
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Appeal by special |eave fromthe judgnent and order dated
March 8, 1956, of the Travancore-Cochin H gh Court at
Ernakulamin |I.T.R No. 24 of 1954.

A V. Viswanatha Sastri, S. R Ganapathy lyer, J. B

Dadachanji and G Gopal akrishna, for the appellant.

K. N. Rajagopala Sastri, R H Dhebar and D. CGupta, for
the respondent.

1958. Cctober 7. The Judgnent of the Court was delivered by
SARKAR J.-The appellant who was a Superintendent of Police
in the service of the forner Travancore State, retired
sometine in 1940. After retirement he was spending his tine
in studying Vedanta phil osophy and expounding the sane to
such persons as were keen on understanding it. He soon
gat hered about hima nunber of disciples, one of whomwas J.

H Levy of London, UK Levy along with others wused to
receive instructions in Vedanta fromthe appellant. He used
to cone to Travancore from Engl.and at regular intervals and
stay there for a fewnobnths at a tine and attend the
di scourses given by the appellant and so had the benefit of
hi s teachi ngs on Vedant a.

Levy had an account in Lloyd s Bank at Bonbay. On Decenber
13, 1941, Levy transferred the entire balance standing to
his credit in this account-amounting to Rs. 2,41,103-11-3,

to the credit of an account which he got the appellant to
open in his nane in the
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sane bank. Thereafter, fromtinme to time Levy put in
further suns into 'the appellant’s ~aforesaid account in
Ll oyds Bank, Bombay. It appears that the paynents so made
up to August 19, 1951, anopunted to about Rs. 4,50, 000/-.

Fromtine to tine the appellant got noneys transferred from
his account at the Lloyd s Bank, Bonbay, to hi's account in a
bank at Trivandrumin Travancore.

This appeal arises out of orders for assessnment to | income-
tax passed against the appellant for the assessnment years
1122, 1123 and 1124, all according to the Malayalam era.

The respective accounting periods according to the G egorian
cal endar were from August 17, 1945, to August 16, /1946,

August 17, 1946, to August 16, 1947, and August 17, 1947, to
August 16, 1948. It appears that during these periods Levy
bad deposited in the appellant’s account at Lloyd s Bank in
Bonbay the follow ng respective suns: Rs. 13,304/-, " Rs.
29,948/- and Rs. 19,983/-. During the sane periods the
appel | ant had obtained transfers of the follow ng respective
suns from his Bonbay account to his Trivandrum account: Rs.
81,200/-, Rs. 47,000/- and Rs. 37,251/-. The | ncone-tax
Oficer, Trivandrum assessed the appellant to tax on the
|atter anounts as foreign incone, i.e., income (arising in
India, and brought into Travancore State in the relevant
peri ods. W are not concerned in this case wth the
assessnent made on other incone of the appellant. Tile
appel l ant appealed from these assessnent orders to the
Appel | ate Assi stant Comm ssi oner who consolidated them into

one appeal. The Appellate Assistant Comm ssioner disnissed
the appeal and confirned the orders of the Incone-tax
Oficer. The appellant then went up in appeal to the

Appel l ate Tribunal but that appeal also fail ed.

The appel |l ant thereafter obtained an order fromthe Tribuna
referring the following Questions to the H gh Court of
Travancor e- Cochi n for deci sion:

(i) Wether the aforesaid receipts fromJohn H  Levy
constitute income taxable under the Travancore |ncone-tax
Act, 1121 ? and
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(ii) Whether there are materials for the Tribunal to hold
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that the deposits into the assessee’s bank. account in
Bonbay by John H Levy from 1941 as aforesaid represented
i ncone that accrued to the assessee outside Travancore State
P

The Hi gh Court answered the first question in t he
affirmative. It however answered the second question in
favour of the appellant, holding that he was carrying on a
vocation or occupation in that State and the incone derived
therefrom should be considered as having ari sen in
Travancore, and that therefore the appellant was liable to
be taxed not on the ampbunts which he brought into Travancore
but on the ampunts which had been paid to the credit of his
account at Bonbay by Levy during the rel evant peri ods. The
appel | ant has now cone up to this Court in appeal by speci al
| eave against the answer given -by the H gh Court to the
first question. W are not concerned in this appeal wth
the answer given to the second question as it had been
decided in favour of the appellant and there has been no
appeal '‘against it by the revenue authorities.

We do not think that the case presents any difficulty. It
has to be decided on the terns of the Travancore |ncone-tax
Act, 1121 (Mal ayal am Era), but as the provisions of that Act
are, for. the present purpose, identical-with those of the
I ndi an I ncone-tax Act, 1922 , it would be nore convenient to
refer to the provisions of the latter.

M. Sastri, appearing for the appellant, has stated that the
case involves really tw points. First, was the appellant
carrying on a vocation ? And secondly, if he was, can the
amounts with which we are concerned, be said to be profits
or gains of the vocation ? W agree with his view of the
case and proceed to di scuss these points.

The first question is, whether the appellant was carrying on
a vocation. Under s. 10 of the Income-tax Act, 1922, tax is
payabl e by an assessee in respect of the profit or gains of
any profession or vocation carried on by him The facts
found are that the appellant was studyi ng Vedanta phi |l osophy
hi msel f and
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imparting the know edge acquired by himas a result of his
studies to such as cared to cone and inbibe it. There is no
evi dence to show, that the appellant had nade it a condition
that he would inpart such know edge only to those who were
prepared to pay for it. W have therefore to proceed on the
basi s that the appellant was teaching his, disciples Vedanta
wi thout any notive or, intention of naking a profit out of
such activity.

W find no difficulty in thinking that teaching is a
vocation if not a, profession.. It is plainly so and it is
not necessary to discuss the various nmeanings of the  word.
"vocation’ for the purpose or to cite authorities to support
this view Nor do we find any reason why, if teaching is a
vocation, teaching of Vedanta is not. It is just as rmuch
teaching, and therefore, a vocation, as any other teaching.
It is said that in teaching Vedanta the appellant was only
practicing religion. W are unable to see why teachi ng  of
Vedanta as a matter of religion is not carrying, on of a

vocation. In any case the question does not really arise,
for, Wether the appellant was, in teaching Vedanta,
practicing religion, is of course a finding of fact. It may

be that Vedanta could be taught as a practice of religion
but it could of course also be taught as any other philo-
sophy or school of thought. The statenent of case in this.
case does not contain any finding that in teaching Vedanta
the appellant was practicing religion

It is said that in order that an activity may be called a
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vocation for the purposes of the Act, it has to be shown
that it was an organised activity and that it was indul ged
inwith a notive of naking profit ; that as the appellant’s
activity in teaching Vedanta was neither organised nor
performed with a view to making profit, he could not be said
to. be carrying on a vocation. It is said that as the word
"vocation’ has been used along with the words ’business and
profession’ and the object of a business and a profession is
to meke a profit, only such activities can be included in
the word 'vocation’ the object of which Iikewise is to make
a profit. W think that these contentions

18
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| ack substance. W do not appreciate the significance of
saying that in order to becone a vocation an activity mnust
be organised. |If by that a continuous, or as was said, a
systematic activity, is neant, we have to point out that it
is well-known that a single act may ampbunt to the carrying

on of | a  business or profession. It is unnecessary to
di scuss. thi's question further as we find no want of system
or continuity in the activity of the appellant. He had
gathered a |arge nunmber of disciples around him and was
instructing themin Vedanta regularly. Levy came all the
way from England at regular intervals to obtain such
i nstructions. Al thi's clearly indicates O ganisation and
system

Again, it is well-established that it is not the notive of

the person doing an'act which decides whether the act done
by him is the carrying on of a -business, profession or
vocati on. I f any business, profession or vocation in fact
produces an income, that is taxable inconme and none the |ess
because it was carried on without the notive of producing
any income. This, we believe, is too well-established on
the authorities nowto be questioned. 1t was decided as
early as 1888 in the case of the Conm ssioner of Inland
Revenue v.

I ncorporated Council of Law Reporting(1l) and followed ever
since, that " it is not essential to the carrying'on of a
trade that the people carrying it on should nake a profit,
nor is it even necessary to the carrying on-of the trade
that the people carrying it on should desire or wish to nake
a profit". |If that were not so, a person carrying on -what
ot herwi se woul d be a business, may say that he did not carry
on a business because it was not his intention to nake -any
incone out of it. That would, of course, be absurd. The
guestion is, whether the activity has actually produced an
income and it matters not whether that activity is called by
the nanme of business, profession, vocation or by any other
name or wth what intention it was carried on. The
observation of Rowatt, J., in Stedeford v. Beloe (2) to
which we were referred by M. Sastri, that there could be no
tax on pension granted to a retired

(1) (1888)3 Tax Cas. 105, 113. (2) (1930) 16 Tax Cas. 505.
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headmaster as "there is no background of business init ",
was clearly not intended to |ay down that without a profit
notive there could be no business, profession or vocation
The pension could be taxed only if it had arisen out of the
office and the only point decided was that it had not so
arisen as the headnmaster held no office, having retired
earlier, at the date the pension had been granted: see the
sanme case in the House of Lords(1l). W think therefore that
the teaching of Vedanta by the appellant in this case can
properly be called the carrying on of a vocation by him
Then the other point to be decided is, whether the paynents
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made by Levy were incone received by the appellant from his
vocation of teaching Vedanta. A very large nunber of
authorities, both Indian and English, have been pressed upon
us in tile course of the argument. These cases illustrate
the application of the well-settled principle that in the
case of a voluntary paynent, no tax can be levied on it if
it bad been nade for reasons purely personal to the donee
and unconnected with his office or vocation while it will be
taxable if it was made because of the office or vocation of
the donee. W do not consider it profitable to discuss them
inthis case. Also it seens to us that the present case is
too plain to require any authority. The only point is,
whet her the noneys were received by the appellant by virtue
of his vocation. M. Sastri contended that the facts showed
that the paynents were purely personal gifts. He drew our
attention to the affidavit of Levy where it is stated " al
sums of noney paidinto his account by nme have been gifts to
mark my esteem and affection for him and for no other
reason”. /But Levy also there said, " | have had the benefit
of his teachings on Vedanta ". It is inportant to renenber
however that the point is not what the donor thought he was
doing but why the donee received it. So Collins M R in
Herbert v. MQade referring to Inland Revenue v. Strong
said at p. 649:

" Now that judgnent,. whether or not the

(1) (1932) A C 388. (2) (1902) 2 K. B. 631

(3) (1878) 1 Tax CaS. 207.
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particular facts justified it, is certainly an  affirmtion
of a principle of law that a payment nmay  be liable to

i ncome-tax although it is voluntary on the part of the
persons who made it, and that the test is whether, from the
st andpoi nt of the person who receivesit, it accrues to him
in virtue of his office; if it does, it does not matter
whether it was voluntary or whether it was conpul sory on the
part of the persons who paid it. That seens to nme to be the
test; and if we once get to this-that the noney has conme to
or accrued to, a person by virtue of his office-it seens to
me that the liability to income tax is not negatived ‘nerely
by reason of the fact that there was no | egal obligation on
the part of the persons who contributed the noney to pay
it."

It is well established that in cases of this kind the rea

guestion is, as Rowmatt J. put it in Reed v. Seymour (1), "
But is it in the nature of a personal gift or is it a
renmunerati on?", an observation which was quoted with
approval by Viscount Cave, L. C. when the case went up to
the House of Lords with the addition " If the latter, it 1is
subject to the tax ; if the fornmer, it is not ": see Seynour
v. Reed (2). W find it inmpossible to hold in this case
that the paynments to the appellant had not been  made in

consi deration of the teaching inparted by him Levy
admtted that he had received benefit fromthe teaching of
the appellant. It is plainto us that it was because of the

teaching that the gift had been nade. It is true that Levy
said that he made the gifts to mark his esteem and affection
for the appellant. But such enptions and therefore the
gifts, were clearly the result of the teaching inparted by
the appellant. M. Sastri contends that that may be so, but
we have no right to follow the successive causes and as a
result thereof link the gift with the teaching. An argunent
of this Kkind seens to have been advanced in Bl akiston v.
Cooper (3) and dealt with by Lord Ashbourne in the follow ng
words: "It was suggested that the offerings, were nmade as
personal gifts to the Vicar as nmarks of esteem and
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(3) (1909) A .C 104.
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respect. Such reasons no doubt played their part in

obt ai ni ng and i ncreasing the anount of the offerings, but |
cannot doubt that they were given to the vicar as vicar. and
that they formed part of the profits accruing by reason of
his office." W have no doubt in this case that the
imparting of the teaching was the causa causans of the
maki ng of the gift; it was not nerely a causa sine qua non
The payments were repeated and cane with the same regularity
as Levy’'s visits to the appellant for receiving instructions
in Vedanta. We do not feel inpressed by M. Sastri’s
contention that the first paynent of Rs. 2,41,103-11-3 was
too large a sumto be paid as consideration. |n any case we
are not concerned in this case with that paynent. W are
concerned w th paynents which are of nuch snaller anmounts
and as to which it has not been -said that they were too
large to be a consideration for the teaching. And one nust
not forget, that these are cases of voluntary paynents and
the question of the appraisenent of the value of the
teaching received in terns of noney is not very nmaterial
If the first payment was too big to have been paid for the
teaching received, it was too big to; have been given purely
by way of gift.
In the viewthat we take, nanmely, that the paynments with
which we are concerned, were incone, arising from the
vocation of the appellants a teacher of Vedanta, no question
of exenption under s. 4(3)(vii) of the Act arises. |n order
that a paynent may be, exenpted under that section, it has
to be shown that it did not-arise fromthe exercise of a
vocati on.
In the result, we have conme to the ~conclusion that this
appeal fails and it is dismssed with costs in this Court.
Appeal dism ssed.
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