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ACT:

Tax on circunstances and property--U. P. Town Areas Act, 1914
(U. P. Act Il of 1914)-S 14(1)(f)-Nexus-Wether residence
within Town Area necessary condition for inposition of tax
-Tax inposed under clause (f) of s. 14(1) whether can be
justified under clause (d)-Rule 3 whether invalid.

HEADNOTE
The appel | ant was carryi ng on busi ness, but was not residing
within the Town Area of Karhal. The Town Area Comittee

i nposed a tax of Rs. 25 on himunder clause (f) of a. 14(1)

of the UP. Town Areas Act, 1914, being a /'tax on
"circunstances and property’. The appellant filed a wit

application in the High Court on the ground that there could
be no assessnment under clause (f) because he resided outside
the jurisdiction of the Town Are& Conmittee. The H gh Court

dismssed the application taking the view that it ~was
unnecessary to consider whether the tax could be Jlegally
i nposed under clause (f) as the tax inposed could clearly be
justified under clause (d) of s. 14(1) which authorised the
i mposition of a tax on trades, callings or professions.

Held, that residence was not a sine qua non for the
i mposition of the tax under clause (f), that the carrying on
of ’'business within the Town Area was a sufficient nexus for
the inposition of the tax under clause (f) and that the
assessment of the tax on the appellant under clause (f) was
legally valid.

The legality of the tax inposed nust be considered with ref-

erence to the clause under which the assessnent was actually
made and a different clause under which the assessnment night

have fallen cannot be called in aid of the assessnment.

Rule 3 of the "Rules regarding the Limtations, Restrictions
and Rate subject to which the G rcunstances and Property Tax
shall be levied by the Town Area Conmittees’ franed under s.

39(2) of the Act does not go beyond s. 14(1)(f) and is not

i nval i d.

JUDGVENT:
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ClVIL APPELLATE JURI SDICTION: Givil Appeal No. 224 of 1955.
665

Appeal by special |eave fromthe judgnment and order dated
the 7th My 1954 of the Allahabad Hi gh Court in Gvi
M scel | aneous Wit No. 133 of 1952.

Naunit Lal for the appellant.

G C. Mathur and C. P. Lal for respondents Nos. | & 2.
1956. Sept enber  20. The Judgnent of the Court was
del i vered by

S. K. DAS J.-This is an appeal by special l[eave from the
judgrment and order of the High Court of Judicature at
Al | ahabad dated the 7th of May 1954 by which the Hi gh Court
di sm ssed an application of the appellant for the issue of a
wit of certiorari under the provisions of article 226 of
the Constitution. The appeal raises the question of the
validity of the assessment of a tax on the appellant for the
year 1950-51 by the Town Area Conmittee of Karbal under the
provi sions of clause (f) of sub-section (1) of section 14 of
the United Provinces Town Areas Act, 1914 (U P. Act Il of
1914), hereinafter referred to as the Act.

The appellant resides in the town of “Mainpuri and carries on
the business of plying a motor bus on hire. The appellant’s

bus plies on. alternate days between Etawah and. Mai npuri ,
and the town of Karhal falls on the route between Etawah and
Mai npuri . . It /is not now disputed that passengers

travelling in the appellant’s bus used to get down or get in
at a bus stand within the town area of Karhal; the appellant
had a booking office situate within the Town Area and
tickets were issued to passengers and an account of the
busi ness was nmaintained in the said booking office. The
Town Area Committee of Karhal -inposed a tax of Rs. 25 on the
appellant for the vyear 1950-51 under -~ the ~provisions of
clause (f) of sub-section (1) of section 14 of +the Act,
being a tax on ’'circunstances and property’ and assessing
the inconme of the appellant fromhis business within the
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Town Area of Karhal at a sumof Rs. 800 for the year. The
appel | ant preferred an appeal against the assessment of the
tax under section 18 of the Act, and the grounds taken by
the appellant were (1) that he did not reside wthin the
[imts of the Town Area and (2) that he did not carry on any
trade or business within that Area. By his order dated the
20th COctober 1951' the Appeal Oficer held that t he
appel l ant carried on his trade or business within the I'imts
of the Town Area and was therefore rightly assessed to tax
under clause (f) of sub-section (1) of section 14 of the
Act. He accordingly dism ssed the appeal. It may be stated
here that the appellant was asked to submt an account of
his income, but no such account was subnmitted -and the
assessing officer worked out the inconme of the appellant at
about Rs. 67 a nonth, that is, about Rs. 800 a year. No
guesti on about the anobunt of the tax has been raised before
us, and it is not necessary to say anything further wth
regard to the quantum of assessnent.

The appellant then filed a wit application in the High
Court of Judicature at Allahabad and the ground taken by him
was that there could be no assessnent under clause (f) of
sub-section (1) of section 14 of the Act, because he resided
outside the jurisdiction of the Town Area. The | earned
Judge, who dealt with the. application of the appellant,
took the view that the tax inposed on the appellant could
clearly be inposed under clause (d) of sub-section (1) of
section 14 of the Act; therefore it was unnecessary to
consider whether the tax could be legally inposed under
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clause (f) of sub-section (1) of section 14. The | earned
Judge al so expressed the view that residence within the Town
Area was not a pre-requisite condition for the inposition of
the tax under clause (d), and it was enough if the appell ant
carried on a trade or business within the Town Area. On
t hese Vi ews, the |learned Judge disn ssed the Wit
application.

The main point which has been urged before us by
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| ear ned counsel for the appellant is that the assessnent
of a tax under clause (f) of sub-section (1) of section

on the appellant was. not valid, because residence wthin
the Town Area was a necessary condition for the assessnent
of a tax under clause (f). Learned counsel also argued
before wus that the. assessing authority having assessed a
tax on the appellant under clause (f), it was not open to
the High Court to say that the tax was legally valid under a
"different clause, nanely clause (d) of sub-section (1) of
section 14.

Wth regard to his second point, |earned counsel has drawn

our attention to sections 15 to 17 of the Act. He has
pointed out that under section 15 of the Act a list of
persons liable to pay the tax inmposed under section 14 and

of the ampunts to be paid respectively by such persons, has
to be prepared; the I'ist may be revised by the District
Magi strate and has to be subnmitted to himfor confirnmation.
When so confirmed., the list can only be altered under sub-
section (2) of section 15 by the District Magistrate or in
pur suance of an order passed in appeal under the provisions
of section 18. W think that | earned counsel has rightly
submtted that, so far as the present appellant is
concerned, the |list prepared under section 15 nust have
shown him as assessed to a certain amunt of tax under
clause (f) of sub-section (1) of section 14 and the
assessment nust have been confirmed on that basis by the
District Magistrate. Therefore, the legality of the tax
i nposed on the appellant nust be considered with reference
to the clause under which the assessment was actually / nade,
and a different clause under which the assessnment mnmi ght have
fallen cannot be called in aid of the assessnent.

We proceed therefore to consider the legality of° the tax
i nposed on the appellant with reference to clause (f) of
sub-section (1) of section 14 of the Act. The short  point
for consideration in that context is whether residence
within the Town Area is a necessary condition for the
i mposition of the tax under cl ause
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(f). It is necessary -to read here section 14 of the Act so
far as it is relevant to the point in question

"14 (1) Subject to any general rules or special orders of
the State GCovernment in this behalf, the taxes  which a
Conmittee may inpose are the follow ng:

(d) A tax on trades, callings or professions not exceeding
such rates as nmay be prescri bed.

(f) A tax on persons assessed according to their
circunstances and property not exceeding such rate and
subject to such limtations and restrictions as nmay be
prescribed: ,

Provided that such a person is not already assessed under
clauses (a) to (e) above".

It will be noticed that the power of the Town Area Conmittee
to inpose a tax under clause (f) is subject to,’” first, ’'any
general rules or special orders of the State Government in
this behalf’ and, secondly, to (such linmtations and
restrictions as may be prescribed’ . These restrictions and

14
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limtations are to be found in the Rules nmade by the State
CGovernment under section 39(2) of the Act, which are called
Rul es regarding the Linmitations, Restrictions and Rate sub-
ject to which the Crcunstances and Property Tax shall be
levied by the Town Area Conmittee. These rules were
notified by Notification No. 681-T/IX-79T-50 dated July 20,
1950. Two of the rules are inportant for our purpose, viz.,
rules 2 and 3. They are in these terns:

"2. The tax shall be assessed on every person on whomit is
i mposed, in two separate parts, namely (1) on hi s
ci rcunst ances and (2) on the property, if any, owned by him
and the aggregate of the sums so determned on both the
counts shall constitute the total conposite anpbunt payable
by himas circunstances and property tax:

Provi ded that nothing shall render it irregular
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to assess a person on only one’ of the tw ’'counts
aforementioned if he does not fulfil the conditions for
liability in- - respect of that count on which he is not
assessed.

3. (1) The tax assessed on the circunstances of an
assessee may be inposed on any person residing or carrying
on business within the linmts of the town area:

Provided that such person has so resided or carried on
business for a total period of at least six nonths in the
year of assessment.

(2) No tax shall be inposed on any person whose tota
taxabl e incone is lless than Rs. 200 per annum

(3) The rate of the tax shall not exceed one ‘anna in a.
rupee on total taxable incomne.

(4) The total anpunt of tax assessed on any person shal
not, in any year, exceed a sum of s. 250.

Expl anation. - (1) For purposes of this rule”taxable' incone’
nmeans gross income accruing within the Iimts of the town
ar ea.

(ii) The words ’'carrying on business’ mean the carrying on
of any trade, profession, calling or other practice or
activity which yields or is capable of yielding income but
do not include service under CGovernnent or a |ocal body".
The inportant point which emerges out of these Rules is that
under Rule 3 the tax assessed on the circunstances of _an
assessee may be inposed on any person residing or carrying
on business withinthe limts of the town area; in~ other
words, two, conditions in the alternative are laid down in
Rule 3, either the person nust reside within the linits of
the town area or he nmust be carrying on business within the
l[imts of the said area. There is a third condition that
the residence or carrying on of business nust be for a tota
period of at least six nonths in the year of assessnment. No
guestion regarding the third condition has been raised in
this case and it is not necessary to consider that “condition
here. Therefore, it is
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clear that if Rule 3 is valid, then the inmposition of the
tax on the appellant under clause (f) is also valid, because
on the finding not nowin dispute the appellant carried on a
trade or business withinthe limts of the Town Area of
Karhal. It has been argued before us that Rule 3 is invalid
because, under clause (f) of sub-section (1) of section 14,
residence wthin the Town Area of the person to be taxed
under that clause is a necessary condition. W are unable
to accept this argunent. Cause (f) of sub-section (1) of
section 14 does not say in express ternms that residence
within the Town Area is a necessary condition for the
imposition of the tax. The Rules make it quite clear that
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for each of the clauses of sub-section (1) of section 14
there is a 'nexus’ between the territorial jurisdiction of
the Town Area Conmittee and the inposition of the tax. So
far as clause (d) is concerned, the "nexus’ is that the
trade, <calling or profession nmust be carried on within the
l[imts of the Town Area. So far as clause (f) is concerned,
Rule 3 makes it quite clear that the "nexus is either resi-
dence within the limts of the Town Area or carrying on
business wthin the sane limts. It is to be renenbered
that clause (f) was inserted -by an Amending Act, nanely,
the Utar Pradesh Town Areas (Validation and Amendnent) Act,
1950. Section 1(2) of the Amending Act gave retrospective
effect to the anmendnents.. The proviso to clause (f) nakes
it quite clear that a person who is already assessed under
clauses (a) to (e) cannot be assessed again under clause
(f). The proviso is intended to avoid nultiple taxation

but it is manifest fromthe proviso that ,there may be
overl apping of the different clauses in sub-section (1) of
section 14; for exanple, a person may cone under clause (d)
as well ‘as'clause (f) if hecarries on a trade wthin the
limts of the Town Area. Therefore, the proviso was
necessary to prevent the sane person being taxed nmore than
once under the different clauses of sub-section (1) of
section 14. If residence within the limts of the Town Area
were a
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sine qua non for the inmposition of atax under clause (f),
no question of overl apping between clauses (d) and (f) woul d
arise unless the person to betaxed resided as well as
carried on a trade within the limts of the Town Area. | f
the argument of I|earned counsel for the appellant is
correct, then the proviso to clause (f) is nmeaningless in so
far as it envisages an overl appi ng between clause (d) and
clause (f) in other cases. On a  proper construction of
clause (f), read wth the limtations and restrictions
enbodied in the Rules made under section 39 of the Act, it
cannot be held that residence within the Town Area of Karba

was a necessary condition for the inmposition of the tax on
the appel |l ant.

A reference, was made to sub.;section (4) of section 15-A of
the Act. Section 15-A provides for prelimnary  proposals
for the inposition of taxes under section 14, publication of
such proposals and the subm ssion of draft rules. Sub-
section (4) states:

"(4) Any, inhabitant of the Town Area nay, in the prescribed
manner, file an objection in witing on such proposals and
the commttee shall take into consideration the ~objections
so filed and finally settle its proposals.”

Under sub-section (4) any inhabitant of the Town Area nmay
file an objection to the prelimnary proposals for the
i mposition of taxes under section 14. The argunent before
us was that if an inhabitant of the Town Area alone was
entitled to file an objection to prelimnary proposals for
taxation, then in all the, clauses of sub-section (1)  of
section 14 residence within the Town Area nust be read as a
necessary condition for the inposition of the taxes under
section 14. This contention appears to us to be unsound.
Firstly, the objection as, to prelimnary proposals for
taxation is not the same thing as objection to an
assessnment, and it may well be that the legislature in their
wi sdom thought fit to confine the filing of objections to
prelimnary proposals for taxation to the inhabitants of the
Town Area. Secondly, there are several other
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sections of the Act, such as section 20 and section 21
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which show that the inposition of a tax on persons not
resident within the Town Area. but having sonme other nexus
within that Area, was permissible. Thirdly, the question of
the wvalidity of sub-section (4) of section 15-A does not
arise in this case. The appellant was assessed to a tax and
he had a right to file an appeal which right he exercised.
No grievance was nade of the failure to exercise the right
under subsection (4) of section 15-A. It is therefore un-
necessary for us to make any pronounce nent on the wvalidity
or otherw se of sub-section (4) of section 15-A Al that is
necessary for us to state is that by reason of sub-section
(4) of section 15-A, it cannot be held that residence within
the Town Area is a necessary condition for the inposition of
atax in all the clauses of sub-section (1) of section 14 of
-the Act.

Learned counsel for the appellant referred us to two
decisions of ’'the Allahabad High Court: District Board,
Farrukhabad v. Prag Dutt(1l) and District Board, Dehra Dun v.
Danodar Dutt(2). The second decision, which was earlier in
point of tine, ~arose out of a suit for recovery of
"circunstances and property tax under the U P. District
Boards Act (Local Act X of 1922). The question there was
whether the District Board of Dehra Dun could inmpose a tax
on the defendants who were not residents within the area of
the District Board, It is worthy of note that under section
114 of the U P. District - Boards Act, the power of a Board
to inmpose a tax on circunstances and *property is subject to
the condition that the tax nmay be inposed on any person
residing or carrying on business in the rural area wthin
the District Board. The only question in ~that  Allahabad
case was whether the defendants resided within the rura
area of the District Board so as to nake them liable for
the. tax. The finding Was that they did not reside wthin
the rural area and therefore the inposition of
(1) A 1.R 1948 Al. 382.

(2) I.L.R [1944] Al. 611.
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the tax was illegal, and section 131 of the U P. District
Boards Act did not bar the suit. This decision does not
help the appellant. |If it shows anything, it shows that it

was open to the District Board to inpose a circunstances and
property’ tax on any person residing or carrying on business
in the rural area.

In the 1948 Allahabad decision, the nmain question was
whet her the provisions of section 2, Professions Tax
Limtation Act (20 of 1941) affected the powers conferred
upon the District Board by section 108 of the U P. District
Boards Act to levy a tax on circunmstances and property’. A
subsi diary question was al so rai sed, whether section 131 of
the U P. District Boards Act barred the suit. Wth regard
to the main question, it was pointed out that the nanme given
to a tax did not matter; what had to be considered was the

pith and substance of it. It was held that in pith and
substance the tax was one which attracted the provisions  of
section 2, Professions Tax Limtation Act (20 of 1941). A

tax on 'circunstances and property’ is a conposite tax and
the word ’circunstances’. means a man’s financial position

his status as a whol e dependi ng, anpbng other things, on his
income fromtrade or business. Frommlitating against the
principle that in considering the circunstances of a person
his income fromtrade or business within the Town Area nay
be taken into consideration, the decision approves of the
principle. In the course of his judgment, Bind Basni Prasad
J. referred to section 128, U P. Minicipalities Act, 1916,
where ’'taxes on circunstances and property’ appear as a head
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distinct fromthe "taxes on trades, callings and vocations
and enploynments’ and the argunent was that the taxes being
under different heads should be treated as being entirely
different, one fromthe other It was rightly pointed out
that it is no sound principle of construction to interpret
expressions used in one Act with reference to their- use in
another Act. The neani ngs of words and expressions used in
an Act nust take their colour fromthe context in which

87

674

they appear. It is true that in the Act under our
consi deration the taxes which the Town Area Conmittee may
i npose appear under different heads in Sub-section (1) of
section 14. W have already stated that though the clauses
are different, the words used in the section show that there
may be overl appi ng between the different clauses, and to
pr event the same person being subjected to mul tiple
taxation, = a ’'proviso was incorporated in clause (f). In
vi ew of the words and expressions used in section 14 of the
Act, we cannot accept the argunent that clause (f) should be
read as -entirely independent of and unconnected with the
other «clauses and a different condition, nanely residence
within the-Town Area, must be read as a necessary part of
clause (f). To do'so will be to read in clause (f) words
whi ch do not occur- there. The limtations for t he
i mposition of a tax under clause (f) are given in Rule 3 and
"residence’is only one of the alternative conditions for the
i mposition of the tax-not a line qua non as is contended by
| ear ned counsel for the appellant.

In the result, we hold that the assessment of the tax on the
appel l ant under clause (f) of subjection (1) of section 14
of the Act was legally valid. The appeal fails and is
di sm ssed with costs.
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