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PETI TI ONER
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Vs.
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M P. SHANTI VERMA JAI N
DATE OF JUDGVENT: 08/ 05/ 1998
BENCH

SUJATA V. MANCHAR. D. P. WADHWA

ACT:

HEADNOTE

JUDGVENT:
JUDGMENT
D. P. Wadhwa, J.
State of Kerala in this appealr is challenging the
j udgrment dated February 6, 1986 of the Division Bench of the
Kerala H gh Court holding that MP Famly Jain Trust
(" Trust’ for short), —of which the respondent is the
President, is exenmpt from paynment of tax on its agricultura
i ncome under Section 4 of the kerala Agricultural |ncone Tax
Act, 1950 (' Act’ for short) as anended by Kerala Act 9 off
1974. High Court in its inpugned judgnment reversed the
findings of the authorities wunder the Act that Trust was a
private famly trust and the dom nant object of the Trust
was to propagate a particular religion and to render service
tothe followers of that religion and it could not be
treated as a public trust. The authorities had also found
that nost of the income of the Trust was spent outside the
State of Keral a.
For the assessnent year 1974-75 (Accounting Year 1973-
74) the Trust filed its return of agricultural income under
the Act showing net profit of Rs. 53,191,39 and clained
exenption for the entire income. The Assessing Oficer by
his order dated March 24, 1980 assessed the income of the
Trust at Rs. 63,099.00. He declined the claimof exenption
made by the Trust stating that under Section 4 of the Act as
anmended the benefit was applicable only to the extent to
which the income of the Trust was applied to charitable
purposes within the State. Trust filed appeal against the
assessment order before the Appell ate Assistant Comm ssi oner
of Agricultural Income Tax and Sales Tax, who, by order
dat ed Septenmber 9, 1980, dism ssed the sane. Further appea
was filed by the Trust before the kerala Agricultural |ncone
Tax Appellate Tribunal. It was also dismssed by judgnent
dated August 6, 1981. At the instance of the Trust follow ng
guestions of law were referred to the Kerala Hi gh Court
under Section 60 of the Act for the opinion of the High
Court :-
" 1. \Whether on the facts and in
the circunstances of the case
this Tribunal is right in
hol di ng that section 4 of Act
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22 of 1950 as anended by Act
9/74 is applicable for the
assessment of the tax for the
accounting year 1973-747

2. VWhet her on the facts and in
the circunmstances of the case
this Tribunal is right in

hol di ng that since the object
of the Trust being propagation
of Jain Religion and the
service of its followers, the
trust is not entitled for the
claimof exenption from tax
under section 4 as it stands
after the anmendment of the Act

by Act 9/ 74.

3. Whet her on the facts and in
the circunstances of the case
this  Tribunal is right in
hol di ng that even the anount
spent in this State in

furtherance of the objects of
the Trust cannot be treated as
allowable  items of expenses
and

4. Whet her on/ the facts and in
the circunstances of the case
this Tribunal has any material
in i nferring and is it
justified in —enteringinto a
finding that the object of the
trust is only to spend noney
for the propagati on of a
particular type of religion
and for the services “of its

followers."
Hi gh Court answered the first question in favour of
the revenue in view of decision of this ‘Court in

Karintharuvi Tea Estate Ltd. Vs. State of Kerala (60 ITR
ts262). H gh Court held that Trust was both religious and
charitable and even if it construed as private religious
trust the benefit to the public provided for in the trust
Deed took it out of the exclusion of «clause (a) _of Sub-
section (3) of Section 4 of the Act. High Court —said that
taken as charitable Trust the benefits of the Trust were not
confined to any particular religious comunity or caste and
for the reason it did not fall under the exclusion in clause
(b) of Sub-section 3 of Section 4 of the Act ‘as well. High
Court was , thus, of the viewthat the inconme of the Trust
was entitled to exenption under Section 4 of the Act except
to the extent to which its income was not applied for
charitable or religious purposes wthin the State. Hi gh
Court answered questions 2,3 and 4 in favour of the Trust
and agai nst the revenue.

Rel evant part of Section 4 of the Act, on the basis of
whi ch Trust clained exenption, is as under

" 4. Total agricultural income (1)

subject to the provisions of this

Act, the total agricultural income

of any previous year of any person

conprises all agricultural incone

derived from land situated wthin

the State and received by him

within or wthout the State , but

does not i ncl ude-
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(b) any agriculture incone
derived from property
hel d under trust wholly
f or charitable or
religious purposes, to
the extent to which such
income is applied to such
purposes in the State.

(c) any agricultural incone
derived from property
hel d under. trust in part
only for ‘'such purposes,
to the extent to which
such incone is applied to
such _purposes in t he
State.

Not hi'ng contained in clause (b)
clause (c) of sub-section (1)
[l _operate so as to exclude from

total agricultural ~“income of

previ ous year of the persons in
ei pt thereof-

(a) any part of the
agricultural incone from
the property held under
trust for privat e
religi ous purposes which
does not - enure for the
benefit of the public;

n the case of a trust for
charitabl e purposes or a
charitable institution

any agricultural- incone
thereof, if the trust or
institution is created or
est abl i shed for t he
benefit of any particul ar
religious conmunity or
case;

(b)

is not disputed that the Trust derived agricultura
rom the property held under the Trust. The question
he Trust is wholly for <charitable or religious
to seek exenption from payment of tax on such
nd further if such income is applied to such
le and religious purposes in the State of Kerala.
n provided under Section 4(1) (b) can  be -denied
3) (a) if any part of the agricultural incone from
hel d under the Trust for private religi ous purposes
meant for the benefit of the public and (b) in the
agricultural incone of Trust for charitable purposes
s established only for the benefit of particular
s conmunity or caste. As noted above the tribuna
at the Trust was a private famly trust. That was
subject matter of reference in any of the questions
to the High Court. But the High Court’s finding was
Trust was a public Trust. High Court fell in error
into the question if the assessee was a public

a private trust. That being so Section 4(1) (b) and
4(1) (c) were not applicable to the assessee Trust.
ority under the Act including the Appellate Tribuna
exam ned various terns of the Trust Deed and found
all intents and purposed the object of the Trust
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was to propagate particular religion and to render service
to the followers of that religion, particularly, wth
reference to the famlies, who created the Trust, Assessee,
therefore, could not be considered for exenption, being a
private trust, set up to pronote a particular religion whose
agricultural incone does not enure for the benefit of
general public . It was also found that npbst part of the
agricultural incone was spent for several purposes outside
the State of kerala. The exenption is allowed to the extent
to which such agricultural income is applied to such
purposes within the State of Kerala, if it is a public
trust. High Court decided the questions referred to it only
in abstract without considering as to how much agricultura

income of the Trust was spent in Kerala. W have also
exam ned the Trust Deed which was produced at the tinme of
argunents. The Deed of Trust and the rules run into nore
than thirty pages out —of which six pages of the Trust Deed
narrat e phil osophy of Jain Dharma. bjects of the Trust
clearly show that Trust is nmeant. for propagation of Jain
religion and rendering help to the followers of Jain
religion. Even the nedical aid and simlar facilities are to
be rendered to persons devoted to Jain religion and to non-
Jains if suffering from ailnents but the nmedical aid could
be given to them only if any nenber of the famlies,
managi ng the Trust, shows synmpathy and is interested in
their treatnent. Tribunal, in our opinion, was right inits
conclusion that the donminant purpose of the trust in the
present case was propagation of Jain religion and to serve
its followers and any part of ~agricultural income of the
Trust spent in the State of Kerala al so could not be treated
as all owabl e item of he expenses.

Accordingly we will set aside the imugned judgnent of
the High Court and the answer the questions 2 to 4 in favour
of the revenue and agai nst the assessee Trust. There will be
no order as to costs.




