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Thi s batch of appeal s-preferred agai nst the Judgnent of
the Madras High Court raises a commopn question. The assessee
is the sane in all the appeals; only the assessnent years
are different. The followi ng three questions were referred
for the opinion of the H gh  Court under Section 256(1) of
the Incone Tax Act.

"(1) Whether on the facts and in

the circunstances of the case the

concl usi on of t he Appel'l ate

Tribunal that the entire nanaging

agency conmi ssion clai med anc shown

in the accounts was not allowable

as a deduction for the assessnent

year 1965-66 as per the ratio of

the decision in 82 I|.T.R 452 (SO

is validin |aw?

(2) Whether on the facts and in the

ci rcunst ances of the case t he

decision of the Appellate Tribuna

that for the assessnment year 1965-

66 the various lines of activity

like tea estate, coffee estate,

coffee curing, plantation etc , did

not constitute one single and

integrated activity or business but

i ndependent units of business, is

correct inference on the facts

found and valid in | aw?

(3) Whether on the facts and in the

ci rcunst ances of the case t he

Appel l ate Tribunal was Justified in

its conclusion that the Managing

agency conmi ssi on has to be

allocated in accordance wth the
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directions given by the Appellate

Tribunal in para 39 of its order,

by allocating the same to the

various sources of income Vvis.,

tea, coffee, coffee curing works

and so on?"

The assessnent years concerned are 1964-65 to 1969-70.

The appellant is a Public Limted Conpany. Its incone
is derived fromtea and coffee estate and coffee during
work. Its tea and coffee estates are |located at different
pl aces. It owns extensive forest |ands and one of the
estates contains car damom and orange plantations. It
acquired other estates during the accounting year rel evant
to assessnent year 1967-68. The assessee-conpany was nahaged
by the Managing Agents Ms. Kothari Mhta and Conpany
Limted. They were appointed for a period of twenty years
with effect from 1.1. 1955 under-an agreenent dated March 23,
1950. there was a further agreement on March 17, 1960 and
another on Cctober 6, 1965 - practically in same terns.
Until the —assessment year 1963-64, the appellant used to
wor k out the net incone fromtaxabl e and non taxabl e sources
separately without taking into account head office expenses
and then apportion the head office expresses including
Managi ng Agency Conm ssion between the three categories of
i ncome viz., wholly taxable incone, partially taxable incone
(fromthe tea estates) and wholly exenpted inconme (fromthe
cof fee estates) in the proportion of the expenditure
incurred on respective activities: Wth effect from
Assessnent Year 1964-65, however, ~the assessee changed its
method of arriving at net incone. It worked out its taxable
income from tea business by deducting 10% of the tota
profits from Tea busi ness on account of _managing agency
conmi ssion. The nethod of accounting adopted by it has been
set out in detail in the statenment of the Hi gh Court which
we do not think it necessary to reproduce here. For the next
three assessnment years also, the assessee followed the sane
nmethod of arriving at its net  income. For the Assessnent
Year 1968-69, it adopted a different nethod agai n'which too
as been set out in detail in the judgnment of the H gh Court.
Suffice it to say that the assessee sought to treat its
various activities as one single activity and deduct various
expenses on that footing. Al this was done, it appears,
drawing inspiration fromthe decision of the Bonbay Hi gh
Court in Conm ssioner of |Inconme Tax v. Maharashtra Sugar
MIls Limted [(1968) 68 |I.T.R 512. The lInconme Tax Oficer
rejected the said change. On appeal, the Appellate Assistant
Conmi ssi oner upheld the assessee’s claimwhich indeed had
the effect of granting it relief nmore than asked for by it.
The Revenue appealed to the Tribunal. The Tri bunal / hel d
after an exhaustive consideration of the relevant facts and
contentions that the nmethod of accounting adopted by the
assessee until the Assessnment Year 1964-65 was the proper
one and that proper allocation of the managing ' agency
Conmi ssion was called for in proportion to the expenditure
incurred on those activities. The matter was remtted to
Income Tax O ficer to work out the details. Thereupon the
assessee applied for and obtained the reference under
Section 256(1).

The issue arising from questions No. 1 and 2 in short
depends upon the answer to the question whether the various
activities being carried on by the appellant-assessee
constitute one single integrate activity or do they
represent distinct business. The guestion of this nature,
it is evident, is essential a question of fact. The
statenment of the case drawn up by the Tribunal summarises
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its findings in the follow ng manner:
"(a) the various estates and the
coffees curing works exist at
different place and in so far as
the assessee was concerned they
were acquired at different tinmes.
They are independent and cl osure of

one woul d not af f ect t he
conti nuance of anot her;
(b) each estate has its own

subsdi ary accounts and is managed

| ocally although overall the head

office controls all the estates and

maintains a single profit and | oss

account ;

(c) there are separate staff for

the various estates and even for

tea and coffee estates in Waterfal

Est ates separately;

(d) the various estates are far

flung and not in one place; the

characters of the business ventures

in t he vari ous est at es are

di fferent;

(e) apart fromthe existence of a

centralised managenent and head

of fice where | a single set of final

accounts is nmintained there is no

evidence relating to inter-Iacing,

i nter-connection and inter-

dependence of the various estates

in the day-to-day affairs or of

their functioning being dovetailed

into one anot her.

It is on the basis of the above findings that the
Tri bunal held that the several activities carried on by the
appel | ant - assessee constitute separate and di stinct
activities. On reference, the H gh Court has agreed with the
Tri bunal and answered the said questions in favour of the
Revenue and agai nst the assessee. We are of the opinion that
on the findings recorded by the Tribunal, the H gh Court was
justified in rejecting the assessee’ s contention

Sri Ramachandran | earned counsel for the appellant,
however, contended that the sonme of the tests applied by the
Tri bunal are erroneous, which has vitiated its finding. In
particular, the | earned counsel subm tted t hat t he
circunmstance that closure of one unit woul d not affect the
activities of the other wunits is not at all a separately
rel evant consideration. Sinmlarly, the fact that the severa
units were acquired at different points of tine is said to
be equally irrelevant. He strongly relied upon- certain
deci si ons i ncl uding the decision of this Court in
Conmi ssi oner of Income Tax Bonmbay City | v. Mharashtra
Sugar MIls Limted [(1971) 82 |I.T.R 452] in support of -his
contention.

So far as Maharashtra Sugar MIlIs is concerned the
factual findings therein are entirely di stinct and
different. In that case it was found by the Tribunal "that
the cultivation of the sugarcane as well as the manufacture
of the sugar constitute one business" and that finding was
not challenged by the Revenue before this Court. It was
contended all the same that the assessee’s business
consisted of two distinct parts. It was this contention
which was rejected. The said decision is therefore clearly
di stinguishable in the light of the facts found in the
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present case. M. Ramachandran then relied upon the decision
in Comm ssioner of Incone-Tax Madras v. Prithvi Insurance
Co.Ltd. (1967) 63 |I.T.R 632], Produce Exchange Corporation
Ltd. v. Commissioner of Income-Tax (Central), Calcutta
[(1970) 77 |.T.R 739], Standard Refinery and Distillery
Ltd. v Comm ssioner of Income-Tax (Central) Calcutta (1971)
79 1.T.R 589] and B.R Ltd. v. V.P.GQpta, Conmm ssioner of
| ncome- Tax, Bomnbay [(1978) 113 I.T.R  647]. Al the
decisions were rendered with reference to Section 24(2) of
the Indian |Incone Tax Act, 1922. The question in all these
cases was whether the business continued by the assessee in
the relevant assessnment years is the very sane business
wherein | oss was originally sustained within the meani ngs of
Section 24(2). The question considered in these decisions is
not the sanme as concerned herein. The object of enquiry on
both the cases is not Jidentical. W do not think it
necessary to deal with “the facts of each of the decisions
for the aforesaid reason and also because the said question
is essentially a question of fact. No single test can be
devi sed as uni versal and concl usive. The question has to be
decided on a consideration of all ~the relevant facts and
ci rcunst ances. Sone facts may tend one way and sone others
the other way. An overall view has to be taken and a
conclusion arrived -at. Even if it is found that one or two
ci rcunst ances anong the several circunstances relied upon
are not relevant, the finding of fact recorded by the
Tribunal cannot be interfered with  if there are other
rel evant circunmstances which sustain the finding, as held by
this Court in Meenakshi MIIls v. Comm ssioner of Income Tax
[92 1 .T.R 88]. In.the present case, there are nunber of
other factors - apart_ from what are pointed out as
irrelevant (assumng for the sake of argument that they are
irrelevant) - to support the finding of the Tribunal

M. Ramachandran also relied wupon the decision in
Conmi ssi oner of Income-Tax, Madras v. Indian Bank Linmited
[(1965) 56 [|.T.R 77]. The appellant therein was a banking
conpany, which invested, in the course of its business, a
large sum in securities including securities the interest
fromwhi ch was exenpt fromtax. Wile conputing the business
i ncome of the assessee, securities were duly taken into
account. The contention of the Revenue was that where a part
of the profits of a business is not taxable, the expenditure
incurred for earning those profits cannot be allowed as
deduction. It was accordingly submtted that interest  on
noni es borrowed from wvarious deposi ters shoul d be
proportionately disallowed keeping in view the anmounts
invested in non-taxable securities. This argunent was
rejected with reference to and on the basis (of Section
10(2) (xv) of the 1922 Act (corresponding to Section 37 of
the present Act). W are unable to see how this decision
hel ps the assessee on the question at issue.

Once we answer the questions 1 and 2 against the
assessee it is agreed, the third question does not really
present any differently. It too has to be answered agai nst
t he assessee.

For all the above reasons the appeals fail and are
di sm ssed. No costs.




