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ACT:

I ncome Tax-Tribunal ignores essential evidence-Refusal to
state case--Power of H gh Court-Incone-tax Act, 1922(11 of
1922), ss. 15C & 66(1) (2).

HEADNCTE
' Eldee’, one of the branches of the respondent had advanced
a loan to another concern, 'Castle’. The respondent clainmed

under s. 15C of the Income Tax Act, exenption from tax in
respect of 6 % of the capital enployed in 'Eldee’ as a newy
established wundertaking and sought to include in the
conputation of the capital so enployed the ambunt advanced
to Castle’. The I ncome-tax Appellate Tribunal  directed
inclusion of the anmpunt advanced to ’'Castle’ in the
conputation of capital invested for the purpose of s. 15C
The Conmi ssioner’s application under s. 66(1) of the Act to
the Tribunal to refer a question which arose out~ of -the
order of the Tribunal was rejected and his petition under s-
66(2) for an order directing the Tribunal to state the case
and refer it to the H gh Court was al so di sm ssed:

The question in dispute before the Revenue Authorities. was
whether 'Castle’ was a branch of the assessee. The
Appel | ate Assi stant Comm ssioner thought that the sane ei ght
persons were partners in these two undertakings and that the
constitution of both the wundertakings being the @ sane,
"Castle’ could not be regarded as a separate entity. The
Tri bunal disagreed with that viewrelying upon only —one
circunstance that in the assessnent for the year 1951-52 the
income from’'Castle’ had not been conmputed and included in
the assessment of the respondent.

Held : Under the Incone-tax Act it is for the Tribunal to
decide all questions of fact: the High Court has the power
nmerely to advise the Tribunal on questions of law arising
out of the order of the Tribunal. In so advising the High
Court rmust accept the findings of the Tribunal on matters of
appreciation of evidence. But the refusal of the Tribuna
to state a case for the opinion of the High Court, on the
view that a question of |aw does not arise out of the order
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is not conclusive. The H gh Court has the power to cal
upon the Tribunal to state the case if in its view a
guestion of |aw arises out of the order of the Tribunal, and
also if the Tribunal has misdirected itself in law in
arriving at its findings. It is not open to the court to
discard the Tribunal’s finding of fact, if there is some
evidence to support the finding of the Tribunal on a
guestion of fact, -even if on a review of the evidence the
court mght have arrived at a difficult conclusion. It nust
however appear that the Tribunal had considered evidence
covering all the essential matters before arriving at its
con-
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cl usi on. If the conclusion of the Tribunal is based upon
sonme evi dence ignoring other essential matters it cannot be
regarded as a finding not giving rise to a question |iable

to be referred to the Court.

(ii) The conclusion of the Tribunal suffers froma double
infirmty: it assuned the only fact on which its concl usion
was founded and i-gnored other relevant matters on which the
Appel | ate Assistant Commissioner relied. The Tribunal had
therefore nisdirected itself inlawin arriving at its
finding, and in refusing to require the Tribunal to state
the case and to refer it, the H gh Court was in error

JUDGVENT:

Cl VI L APPELLATE JURI'SDI CTI ON: Civil Appeal No. 96 of 1963.
Appeal by special |eave fromthe judgnent dated Cctober 13,
1960, of the Punjab H gh Court in Inconme-tax Case No. 21 of
1958.

K. N. Raj agopal a Sastri and R N. Sachthey, for the appellant.
A V. Vi swanat ha Sastri  and N-N. Keshwani, for t he
respondent .

Novermber 18, 1963. The Judgnent of ‘the Court was delivered
by

SHAH J.-MS Indian Wollen Textiles MIls Anritsar-
hereinafter called 'the assessee’ -had at different places

in India, branches one of which was an i ndustria
undertaki ng conducted in the name of El dee Velvet and Silk
Mlls--called for the sake of brevity 'Eldee’ . "Eldee" ~ had

advanced Rs. 3,21,460 to another concern, the Bonbay Fine
Wr st ed Manuf acturers’ Castle Ml s-hereinafter called
"Castle’. In the assessnent year 1951-52, the assessee
claimed wunder s. 15C of the Indian Incone-tax Act, 1922,
exenption fromtax in respect of 6% of the capital” enployed
in ' Eldee’ as a newly established undertaking and sought to
include in the conputation of the capital so enployed Rs.
3,21,460 advanced to 'Castle’. The Inconme-tax O ficer
Speci al Crcle Amitsar, and the Appellate Assi st ant
Conmi ssi oner rejected the claim But the | ncone-t ax
Appel l ate Tribunal nodified the assessment and directed in-
cl usi on of the ampunt advanced to 'Castle’ in the
conputati on of capital invested for the purpose of
429
S. 15C. An application submtted under s. 66(1) of the
Indian Income-tax Act to the Tribunal to refer a question
which it was contended by the Conm ssioner arose out of the
order of the Tribunal was rejected and the petition of the
Conmi ssioner under s. 66(2) for an order directing the
Tribunal to state the case and refer it to the H gh Court
was al so dismissed. Wth special |eave the Conm ssioner has
appealed to this Court.

The question in dispute before the revenue authorities
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was whether the business called 'Castle’ at Bonbay was a
branch of t he assessee. The Appel | ate Assi st ant
Conmi ssioner rejected the claimof the assessee to include
the amount of Rs. 3,21,460 in the capital enployed in the
undertaki ng ' El dee’, because in his view there were in these
two undertakings the same eight partners with a share of
-/ 2/ (two annas) each, and that the constitution of both the
undert aki ngs being the sane, 'Castle’ could not be regarded
as a separate entity. The Tribunal disagreed with the view
of the Appellate Assistant Conm ssioner, relying upon only
one circunstance viz., that in the assessment for the vyear
1951-52 the income from’  Castle had not been conputed and

included in the assessnent of the assessee. It did not
consider the other questions whether the constitution and
ownership of the two businesses "were the sanme". The High

Court declined to require the Tribunal to state the case
hol di ng that the finding of the Tribunal was one of fact as
it was based on the inference arising fromthe non-inclusion
by the Income-tax Oficer in the assessnent in question of
the inconme of ~“Castle’ and that "the factor taken into
consi deration by the Appellate Tribunal in comng to the
conclusion, it did," was a relevant factor.

Section 66(2) invests the High Court with jurisdiction to
require the Appellate Tribunal to state a case and to refer
it, if the Appellate Tribunal has refused to state the case
on the ground that no question of |law arises, and the High
Court bei ng approached
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by the aggrieved party withinthe period of Ilinitation
prescribed, is not satisfied about the correctness of the
decision of the Appellate Tribunal refusing to state the
case. Under the Income-tax Act it is for the Tribunal to

decide all questions of fact: the High Court has the. power
nerely to advise the Tribunal on questions of law @ arising
out of the order of the Tribunal. In so advising the Hi gh
Court must accept the findings of the Tribunal on matters of
appreciation of evidence. But the refusal of the /Tribuna
to state a case for the opinion of the High Court, on the
view that a question of |aw does not arise out of the  order
is not conclusive. The H gh Court has the power to cal

upon the Tribunal to state the case if in its view a
question of law arises out of the order of the Tribunal

Such a question may arise out of the findings of the
Tribunal, and also if the Tribunal has msdirected itself in
law in arriving at its finding. It is not open to the Court
to discard the Tribunal’s finding of fact, if thereis sone
evidence to support the finding of the Tribunal on a
guestion of fact, even if on a review of the evidence the
Court mght have arrived at a different conclusion. It nust
however appear that the Tribunal had considered evidence
covering all the essential matters before arriving at its

conclusion. |f the conclusion of the Tribunal is based upon
some evi dence ignoring other essential matters, it cannot be
regarded as a finding not giving rise to a question |liable

to be referred to the Court.

Non-inclusion of the income of 'Castle’ in the assessnment of
the assessee may have been a relevant circunstance, but its
ef f ect had to be considered in the Ilight of ot her
ci rcunst ances on which the Appellate Assistant Comm ssioner
had relied. Mreover, reliance placed by the Tribunal upon
the single circunstance on which its decision was founded
had proceeded on an assunption that in the previous year to
the year of assessment 1951-52, 'Castle’ had carried on
busi ness and had earned i ncone. The observations nade by
the Appell ate Assistant Conm ssioner about
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"Castl e’ being separately assessed at Bonbay in the status
of a registered firmapparently refer to assessnment of that
busi ness in subsequent years and not in the year of
assessment 1951- 52. The concl usion of t he Tri buna
therefore suffers froma double infirmty: it assunes the
only fact on which its conclusion is founded and ignores
other relevant nmatters on which the Appellate Assistant
Conmi ssioner relied in support of his conclusion. The
Tri bunal has therefore misdirected itself inlawin arriving
at its finding, and in refusing to require the Tribunal to
state the case and to refer it, the Hgh Court was, in our
view, in error.

The appeal is therefore allowed and the proceedings are
remanded to the Hgh Court with a direction to proceed
according to law. Costs in this appeal will be costs in the
H gh Court.

Appeal allowed and Case
remanded.




