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ACT:

I ncome tax Act, 1961-Section 11(1)(a)-Construction of
trust deed- Kal yana Mandapam and Printing press-1| ncone
derived by trust-Wether exenption entitled.

HEADNOTE:

A trust nanely, "Ganga Bai Charities" was  created on
13.9.1958, to «construct and provide a building for the
benefit of the public to be used for religious, charitable
cul tural and social purposes.

The founder of the trust contributed Rs. 34,000 to the
trust fund. Wth that fund a plot of |and was purchased and
the construction of a building was begun. The fund was
augnented by her son fromhis own contribution as” well as
from out si de donati ons.

The buil di ng was conpl eted at the cost of about Rs. six
lakhs and it was let out as a nmarriage nandapamto be used
by the nmenbers of the public. The income derived from
letting out the Kalyana Mandapam cane to Rs. 1, 06,392.00 in
the vyear ending March 31, 1963. For the subsequent years

al so the income was substantial. The trust-was also running
a printing press and seizable incone was being from the
press.

I ncome-tax proceedings were initiated -against the
trust.

The appellant-trust contended that the incone derived
from the property was being held wholly for religious and
charitabl e purposes and as such was exenpt under Section 11
of the Income Tax Act.

The Incone-tax O ficer holding that the i ncone earned
by the trust was taxable, rejected the contention of the
trust.

On appeal the Appellate Assistant Conmi ssioner reversed
the I ncone-tax Officer’s order, holding that the trust was a
charitable trust and its incone was entitled to exenption
under Section 11 of Act.

627

On further appeal by the departnent, the Tribuna
uphel d that decision of the Conm ssioner but remitted the
assessnment to the Inconme-tax Officer to find out as to what
extent in each year the trust income or accunulation were
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expended for charitabl e purposes.
The Income Tax Appellate Tribunal referred t he

followi ng question to the Hi gh Court under Section 256(1) of
the Act: -

"Whether it had been rightly held that the incone of
the trust would be entitled to exenption under Section 11 of
the Incone Tax Act, 1961?"

The High Court answered the question in the negative
and in favour of the departnment, against which these appeal s
were filed by the assessee-trust by special |eave before
this Court.

On the question, whether the Gengabai Charities, a
trust was entitled to exenption under Section 11(1)(a) of
the I ncone Tax Act, 1961, this Court disnissing the appeals
of the assessee-trust,

HELD : 1.01. The crux-of the statutory exenpti on under
Section 1(1)(a) of the Incone Tax Act, 1961 is not the
incone ~earned fromproperty held under the trust but the
actual | application  of the said income for religious and
charitable pur poses. It is, therefore, necessary to
indicate in the trust-deed the broad objectives for which
the income derived fromthe property is to be utilised.
There is no nmention in thetrust-deed as to how the incone
derived fromthe trust property is to utilised. The public
uses the building on paynent of rent to the trustees. What
is to be done with the nobney so collected has not been
provided in the trust deed. There is no nandate in the
trust deed that the'income derived fromthe trust property
is to be spent on religious or charitable purposes. [632 C
Dl

1.02. On a careful reading of the trust-deed it is not

possi bl e to cul | - out in cl ear terns a  specific
charitable/religious object to conclude that the trust was
set up wholly for or religious purposes. The "religious,

charitable, cultural and social" purposes referred to in the
deed are not avowed as the objectives of the trust itself.
What the founder of the trust intended to convey was that
the building to be constructed out of the funds provided by
her and suppl enented from ot her sources, must be heed for
the benefit of the public for being used by them for
religious, charitable, cultural or social purposes. [631 F-
g
628

1.03. The intention of the founders was to provide a
building for the benefit for the benefit of-the publicto be
used by themfor religious, charitable and/or cultural and

soci al  purposes. It is nowhere stated in the trust deed
that the trust itself has been created for the | purpose of
carrying out any of such objectives. The hol ding’ and

conducting of religious discourses and the running of
schools for the devel opnent of Sanskrit have also been
nmentioned fromthe point of view of the users of the | trust
property. These are sonme of the purposes for which the
public can be permitted to use the property. [631H 632B]

1.04. On a proper construction of the trust deed it
does not neet the requirements of Section 11(1)(a) of the
Act. [632E]

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civil Appeal Nos. 10803
to 10805 of 1983.

From the Judgnent and Order dated 17.12.1980 of the
Madras High Court in Tax Cases Nos. 261 of 1974 and 9 & 10
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K. Par asar an, G Umapat hy, Ms. I ndu Mal i ni
Anant hachari for C.S. Vai dyanathan for the Appellant.

Ranbi r Chandra for Ms. A Subhashini for the Respondent.

The Judgrment of the Court was delivered by

KULDI P SINGH, J. The question for our consideration in
these appeals is whether Gangabai Charities, a trust
operating in the city of Madras, is entitled to exenption
under Section 11(1)(a) of the Incone Tax Act, 1961 (the
Act).

Gangabai executed a docunent dated Septenber 13, 1958
whi ch was described as a deed of trust. The trust was naned
as "Ganga Bai Charities".  In the trust-deed Ganga Bai gave
effect to her desire to construct and provide a building for
the benefit of the public to be wused for religious,
charitable, cultural and social purposes. She contributed
Rs. 34,000 to the trust fund. Wth that fund a plot of |and

was purchased -and the construction begun. The fund was
augnent ed by her son Seetha Rama Rao from his own
contributions as well as from outside donations. The

bui | di ng ~was conpl eted at the cost of about Rs. six |akhs.
Ever since the construction of the building it is being |et
out as a marri age mandapamto be used by
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the nmenbers of the /public as such. the inconme derived from
letting out the Kal yana Mandapam cane to Rs.1.06,392.00 in
the year ending March 31, 1963. For the subsequent vyears

al so the inconme was substantial. The trust was also running
a printing press and sizable incone was being earned from
the press.

The Incone-tax O ficer took the viewthat ~the incone
earned by the trust was taxable. The  contention of the
trust that the income derived fromthe property was. being
held wholly for religious and charitable purposes 'and as
such was exenpt under Section 11 of the Act, was rejected.
On appeal the Appellate Assistant Comm ssioner reversed the
I ncome-tax O ficer and held that the Ganga Bai Charities was
a charitable trust and its income was entitled to ‘exenption
under Section 11 of the Act. On further appeal by the
depart ment, the tribunal upheld the decision of the
Conmi ssioner but renmitted the assessment to the Incone-tax
Oficer to find out as to what extent in each year the trust
i nconme or accunulations were expended for charitable

pur poses. The I ncome Tax Appellate Tribunal referred the
followi ng question to the Hi gh Court under Section 256(1) of
the Act: -

"Whet her is has been rightly held that the incone
of the trust would be entitled to exenption under
Section 11 of the Incone Tax Act, 1961?"

The High Court by its judgnent dated Decenber 17, 1980
answered the question in the negative and against the
assessee. These appeal s by way of special |eave for against
the judgnent of the High Court.

Section 11(i)(a) of the Act, to the relevant extent, is
repr oduced hereunder: -

11. Inconme fromproperty held for <charitable or
religi ous purposes-(l) Subject to the provisions of
sections 60 to 63, the follow ng incone shall not

be included in the total incone of the previous
year of the person in receipt of the income-

(a) incone derived fromproperty held under trust
whol Iy for charitable or religious purposes, to the
extent to which such income is applied to such
purposes in India.........

The above quoted provisions make it clear that a trust
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has to satisfy
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the following conditions in order to claim benefit of
Section 11(1)(a) of the Act:-

(1) The incone is derived fromproperty held under

the trust.

(2) The trust is wholly for charitable or

rel i gi ous purposes.

(3) The exenption is permssible to the extent to

whi ch such incone is applied to such purposes in

I ndi a.

The appellant-trust has been created under a deed of
trust dated May 30, 1978 and as such we have to look into
the contents of the trust deed of find out as to whether the
conditions precedent for claimng exenption under section
11(1)(a) of the Act are satisfied. The tribunal and the
Hi gh Court have -also based ~their conclusions on t he
interpretation of the trust deed.

It is not disputed that the appellant-trust derived the
i ncome fromthe property held under it but the existence of
ot her conditions necessary to clai mexenption under Section
11(1)(a) of the Act have been seriously disputed by the
Revenue before us. W have mnutely exam ned the trust deed
and have gi ven our thoughtful consideration to its contents.
The relevant paragraphs of the trust deed from where the
purposes of the trust can be spelled out  are reproduced
her eunder : -

"WHEREAS 'the Settler, has long cherished a desire
to construct and pr ovi de a bui | di ng in
Pur asawal kam. Madras for the benefit of the Public
to be used by them for religious, charitabl e and/or
cultural and social purposes, to secure religious
benefit for herself and satisfy along felt need of
the Public in this part of thiscity."

"NOW THI S | NDENTURE W THNESSTH t hat i n pursuance of
the prem ses the settlor above named doth hereby
declare that the plot of |and above nentioned and
nore particularly described in the schedul e / bel ow
was purchased by her for Rs.24,000 on 9.9.1957 for
the express purpose of constructing a building
thereon and dedicating the sane for use by the
public inter alia for Religious, Charitable and
Cul tural purposes and doth hereby create an
irrevocable Trust of the said property for the
pur poses aforesaid."
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"The settlor further declares that inmediately
after such purchase she, the settlor  relinquished
all her rights thereto and dedi cated the said /plot
of land for the use of the public for the purposes
above-nmentioned and put the said plot of - land in
the possession of her son Shri K. Seetharam Rao,
with a direction to construct a building thereon
for the use of the public for religious,

charitable, social, «cultural and other allied
pur poses. "
"That the Trust ©property , nore particularly

described in the schedul e bel ow shall be used for
religious, charitable, social, cultural and other
allied purposes”.

"That the Trustee shall have, as the construction
proceeds, power to nake any suitable alterations in
the plan already subnmitted by him and sanctioned
the Corporation of Madras, in such manner as to him
may seem necessary and that the Trustee may after
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the conpletion of the building let or allow the
said building or such portion of portions of the
said building for the use of the public for socia
cultural, religious educational etc., purposes,
free or at such rents and such terns and conditions
as he thinks proper in the interests of the Trust;
for holding and conducting religious discourses,
for running schools for the devel opnment of Sanskrit
learning free or at such rents and on such terns
and conditions as the Trustee things reasonable and
proper in the interests of the Trust".

On a careful reading of the above quoted paragraphs of
the trustdeed it is not possible to cull-out in clear terns
a specific charitable/religious object to conclude that the
trust was set up wholly for charitable or religi ous
purposes. The "religious, charitable, cultural and social"
purposes referred to in the deed are not avowed as the
objectives of the trust itself. \What the founder of the
trust intended to convey was that the building to be
constructed out of the funds provided by her and
suppl enented from other ~sources, nust be held for the
benefit of the public for being used by themfor religious,
charitable, cultural or social purposes. W cannot read the
contents of above quoted paragraphs as the objects of the
trust, these are only the objects of those who wish to put
the trust property to use. On a careful consideration of
the | anguage of the trust deed, we are of the viewthat the
intention of the founder was to provide a building for the
benefi t
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of the public to be used by themfor religious, charitable
and/ or cultural and social purposes. It is no where stated
in the trust deed that the trust itself has been created for
the purpose of carrying out any of such objectives. The
hol ding and conducting of religious discourses and the
runni ng of schools for the devel opnent of Sanskrit have al so
been nentioned fromthe point of 'view of the users/ of the
trust property. These are sone of the purposes for /which
the public can be permitted to use the property.

The crux of the statutory exenption -under ~ Section
11(1)(a) of the Act is not the incone earned from property
hel d under the trust but the actual application of the -said
income for religious and charitable purposes. 't is,
therefore, necessary to indicate in the trust-deed the broad
obj ectives for which the inconme derived fromthe property is
to be utilised. There is no nention in the trust-deed as to
how the income derived fromthe trust property is to be
utilised. The public uses the building on paynent of _rent
to the trustees. What is to be done with the npbney so
col l ected has not been provided in the trust deed. There is
no nandate in the trust deed that the incone derived from
the trust property is to be spent on religious or charitable
pur poses.

We are satisfied that on a proper construction of the
trust deed it does not neet the requirenents of Section
11(1)(a) of the Act. W find no infirmity in the judgnent
of the H gh Court. W entirely agree with the reasoni ng and
the concl usi ons reached therein

M. Prasaran invited our attention to paragraphs 5 and
6 of the special |eave petition wherein it is stated that
M. Justice V. Bal asubrahnanyan who delivered the |udgnent
in this case on behalf of the two-Judge Bench of the High
Court had given opinion in this case as special counsel for
the Incone-tax Departnment and in the said opinion the
Department was advised to go to the Hi gh Court by seeking a
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reference. It was also opined that the trust was ineligible
for the exenpltion for the reasons which were given therein
It is further nmentioned inthe special |eave petition that
the petitioner came to know about this aspect only after the
judgrment was pronounced on Decenber 17, 1980. None of the
parties brought this aspect to the notice of the |earned
Judge at the hearing or at any tine before or after the
conclusion of the hearing. M. Prasaran contends that it
would be in the interests of justice if the natter be
remanded back to Hi gh Court for rehearing. W are not
inclined to agree with the | earned counsel. The
633

tribunal pronounced its order on February 28, 1974 and the
Hi gh Court decided the reference seven years thereafter.
The opinion nust have been given immediately after the
tribunal’s order and as such due to lapse of tine the
| earned Judge could not have renenbered the ‘routine
opi nion” he gave as a busy | awyer several years ago. The
judgrment ‘was - delivered by the High Court after hearing
detail ed " argunents fromboth sides. Al the points raised
by the assessee have been dealt with and decided on the

basi s of judicious reasoning.  In any case we have heard nr.
K. Prasaran, |earned Senior Advocate for the appellant and
have exam ned the trust deed mnutely and carefully. The

view taken by the 'H gh Court is the only view which can be
taken in this case and we affirmthe sane.
The appeal is, therefore, dismissed with costs. We
quantify the costs as Rs. 10, 000.
V.P.R Appeal s di smi ssed.
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