IN THE FNCOME TAX APPELLATE TRIBUNAL
- DELHI BENCH "H’: NEW DELHI

BEFORE SHRIN.V, YASUDEVAN AND SHRI DEEPAK R, SHAH

L.T.A Nog. 1414/Del of 2065
Assessment Year- 1993-94

 Fhe Pocket Testament feggus( Ewﬁna), - _E)DI_T(E), Trust Cirele-1V,
39 Ra,;mwas Marg, DEH‘EE ' oy New'l)e’lh'i' e
Appellant - B Respondent e

~ Appellant by:r Shﬂ Ved Jain & Ms RanilJam
Respondent by:  Shri $ K. Jain e

ORDER

PER DEEPAKR. SHAH: AM

ThIS appeal by assessee 1s dlrected against the order of Iearned

CIT(A) XX\/II New Delhi dated 31 December 2004 n an appeai against

assessment ﬁ'amed u/s 143(3) read with Secnon 254 of the Act
2. The appellant filed return of i mcome on 26 10 03 declanng mi income.
The assessment was ﬁ‘amed u/s 14393) on: 5 1. 96 at a total mcome of

Rs.4 99 5 80/-‘ It was held that smce the appellant trust 1s not: reglstered u/s

12A of the Act the beneﬁt of exempuon u/s 11 ‘cannot bc gwen Thus after

reducmg the expendlture as per-income and expendlture account the surplus

was brought to tax. . Subsequent to the passing of the sald assessment order,
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application was rejected and the order refusing rectification u/s i34 was
confirmed by iearned CIT(A). On fuiher appeal before the Tribunas, the
Tribunal heid tha,t- the subsequent order of registration had rendered the
AO 5 fmdmg t}ﬁat there wds no- regmts:afmn W a mistake apparent

from record The Tnbunal thereafter set a51de the matter to the AO to

. examine the case i hght of the reqmremcm of Sections 11, 12 & 13 and G

determine ehgiblhty for exemptlon and pass fresh order as per law.

2.1 Pursuant to the dlrection of the Tribunal, the AO took up the issue fér
framing assessmentl The AO found that during ‘i:he year total donation
_recelved were to the tune of Rs.29,01,392/-. Out of thlS foreign donation of
Rs 27 48 lacs was mamly recewed from Pocket Testament League, UK and

- USA and Word of Out:reach The AO noted that followmg expenses were

mc:urred_:
Conference Expenses | Rs.7,34,404/-
Literature Expenses = Rs.4,84 800/- -
Team Expenses Rs.2,80?734/- )
Training Expenses -~ Rs.2,28,165/-
Salary and honorarm:m Rs.2,12,277/-
‘Establishment cxpenses Rs.3,79,041/-

Including Gen. Admn, office
Running, repair, mamtepance & ors.
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food and raveling of delegates for this conference. As per the advertisement
imade in regard to conference, only pastors, Christian workers and Pastor’s
WIVes were ehglble for participation. The confereﬁee was held for studleh

on ehmmatmg dlstmcﬁoe mn the body of Christ, Church . growth and

devel_opm_g core __s_t_aff etc. The statement_. pf chlef ﬁmctlonary was-.recorded

about the ,purpese of the conference. It was stated that the special -

¢onference Was'_er'g_anized tfor Pastors, church leaders and delegatesi--.frem the
churches to glve opportunity to. come togefher and to give .teachings based
upon Bible Valﬁe aed ethics. The AO also observed that hterature was
dtstrlbuted for uphft of disturbed people The literature centamed mamiy
the stories and teachmgs from Bible. The AQ was, therefore, of the opinion
that the activitie_$_ have been carried out in'such a way that it is for the benefir
of particular religious: cemmunity i.e. Christianity. The AO proposed to
mvoke the provigions of Section 13(1)(b) so as to deny exempﬁon ws 11 &

12 of the Act. The appe Eant submitted that the amount-incurred on

- conference was, spent on. ordmaxy kmd of food, stay and conveyance for the

part1c1pants and 1t was donated by “Word Outreach” By this act1v1ty, there

Was no dlrect or 1nd1rect beneﬁt to the pammpant The beneﬁt of this

actlwty 1s for the pubhc at large ‘The AO held that benefit of exemptten u/s
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of any religious community. . The AQ o und that the society has incurred

various expenditura on the rearns which have been sent fo differens narts

- serve the victims of flood for community service, to educate the massss ete.

Such activities are charitable in nature. However the society has also

appliéd its income for the benefit of a par%:icular rcligious community i.e.

Chris’tianity and hence, the benefit of exem?tion /s 11 was denied. The

- entire: donation was treated as income and only those expend;ture £, On

~account of salary, honorarium and other would be expenses which are

incurred towards earning the receipts were allowed and other expenses
stated Wto be on the ob;ect of tmst were dlsaﬂowed The. total income was
determmed at Rs.23,10,074/-. |

2.3 ?efOIc_leamed CIT(A), the assessee submitted that the appeal before
the Trii)unal was against an order refusing to rectification w/s 154. It is only

the order u/s 154 has to be amended and in such a rectification, the income

- cannot be exceed as originally -assessed. It was also -submitted that the

benefit of exemption u/s‘ 11 canﬁot'be denied as the assessee is to be treated

as ohantﬁble as well as rehglous trust and hence Sectlon 13(1)(b} is not

attractcd Learned CIT(A) confirmed the action ‘of the AO and hence, this

appeal. -

-------
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arguimenis:

1. CIT vs. Chandra Charitable Trust, 206 CTR 418;
2. CIT vs. Social Service Centre, 250 ITR 39 (AF);
3. CIT vs. Barkate Saifivah Ssciety 213 ITR 467 {Gu }

2.5 Leamed DR on the other hand, relied upon appeila{e order.

3, We have carefully coﬂ:ﬂdemd relevanﬁ facts argumenis advanced and

the case laws clted As observed by AO n page ? of his order, the society

- has incurred various expendimre on the teams. Whl'ch have been sent to

* different parts of the country to serve the victims of flood for cemmunity

service, o educate the masses efc. These activities are no doubt charitable in

~ nature. Section 11 & 13 which are relevant fof the purpose of discussion

herein are extracted: -

“Section 11 : Income from property held for
charitable or rehglou:, purposes:

(1)) Subject to the provisions of ss. 60-to 63, the
folioWing income shall not be included in the total
income of  the - previcus . year: of the person in .

recelpt of the Income —

(a) mcome denved from propeﬂty held undcr trust

wholly for charitable or rehglous purposes, to the.
‘extent to which such income is applied to such
‘purpeses in India; and, where -any such income is-
accumulated or set apart for application to such -
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%ﬁcfmn 13(1)- Nothing contained in Sacti
section 12 shali operate so as to ex¢ iuﬁ fmm the
total i mcome of the previous year of the person in
receipt thereof -

(b) n the case of a trust for charitable purposes or
a charitable institution created or established after
the commencement of this Act, any income thereof
if the. trust or mstitution'is created or established
for the benefit of  any  particular religious
community or caste,” '

'The phrases ‘ch&ritab-le purpose’ is defined u/s 2( 15) of the Act which reads

as under:
“S;ection 2(15) — ‘Charitabl:e purpose’ includes
relief of the poor, education, medical relief and the

‘advancement of any other Object of general pubhc
utility.”

The exemption w/s 11(1)(a) is available-_where the income d'erive'd from
propert} held under trust for chantable or rehgious purposes to the extent to
whzch such mcbme 18 apphed to such purposes i India. Thus even if the

income is earned by trust, whlch is charitabie as well as rellglous and is part

1

of the income is applied for religious purposes, exemption u/s 11(1)(a) is
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arat High Court in the case of Barkaie Saifiva

held as under:

~

“19. By reading the aforesaid section, it is clear
that it cares out an exception to s.1i or 17 by
providing that in those cases which are covered by
cis. {a),(b), (c) and (d), the provisions of .11 or 12
shall not operate. Broadly speaking, it is divided
into three categories and exception is carved out in
the case of private religious trusts, charitable irusts
and charitable or religious trust if the conditions
mentioned-in cls (a), (b), {c ) and (d) are satisfied.
- Furstly, any part of the income from the property
held under a'trust for private religious trust which
does not enuge for the benefit of the public is not fo
be excluded as provided u/s 1. That means the
benefit of s:11 would not be given to a trust which
is a private religious trust which does siof enure the
benefit of the public (as per cl. (5)). Secondly, any
income of a trust for charitable institution  is
created or eS_tabEished after the commencement of
IT Act (sic). ‘In each case the authority is required
to find out whether the trust for charitable purposes
is established for the benefit of g particular
religious community or caste. If ‘it is so
established, then the provisions of .11 would not
be applicable. Thirdly, cls (¢ ) and (d) carve out an
exception in the case of a trust for charitable or
religious’ purposes or a charitable ‘or religious
institution, It provides for certain cases in which
any income thereof enures, or is used or applied,
directly or-indirectly, for the benefit of ‘any person
referred to in sub scction (3). In cls (¢+) and (d),
the Legislature has used the phrase  trust for

. charitable purposes or charitable institution. It

mption ws 12 is fo be dsnied or not

a
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twith a trust for religious purposes, it

does not de
only deals with a trust fop charitable purposes o
charitable institutions. which ‘are established :for
giving reliaf o the poor or medical relief or for
education of any particular religious conmumunity or
caste. Clauses (¢ ) and (d) would be appicable to

- a trust which is either for charitable purposes or

religious  purposes or partly charitable purposes

“» and partly religious. Hence it can be stated that if

- a:charitable frust is established only for the benefit

. of -any particular  religious community or caste,

theri - the provisions - of s:11° would not be

. applicable. But in the .f'Ca's,e of a trust or an
o instifution for religious- purposes wherein certain
- activities can be termed.as charitable activities for

- the benefit of any particular. feligious community

or caste, cl.(b) would not be applicable.

221.+In view of the aforesaid discussion, in our

view, the Tribunal has rightly held that s.13(1)(b)

applies only to trusts ‘which were purely for

-~ charitable purposes and the ‘assessee-trust was

This decision was

-jcharigtable as well as 'reiigi_o’u_:_} "in nature and the :
- assessec was entitled to exemption u/s 11. Hence,
question No.! is answered in' the affirmative in

favour of the assessee and againist the revenye.”

Uy

wherein I_-I.onl'».ll}le Gﬁjarat High Court held as i;nder:

‘5 ’H_ie- question, that ;w-hat ~shoiﬂd be the pﬁné—iple \‘
adopted -and whethe_r--_lamijsmr 18- a lifestyle Of a

religion,. would - lose nuch: of its” importance in

v w: of the judgmentof ﬂus eourt in the matter of

* .-covenants of the trust deed it can be spelt out that

- not only-to propogate.Jainism ot Help-and assist -
- maintenance of the temple, Sadhus, Sadhvis,

followed fn the case of thandr& Charitable Trust (supra)

- CIT-ivs. Barkate Saidiyah -Society (supra). If |
- Jainjsm- is- accepted to be- religion and from the
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Shraviks ang Shravaks, yet othe'r goals are sef in
the trus: deed, then the trust would become »
charitable trust, s also a religious trust or it can be
addressed as g charitable religious mrust, and, if thar
be s6, section 13{(13(by would noi be applicable
Once the basig: question is answered against the
interests of the: Revénue, then the other questions
carn convemently be decided agamst the mteresf:e
of the revenue R

« Foiiowmg the aforesaid deczsmn it can be held that smce the appellant qrust

Wi -s carrymg a chantalble pﬁrpose also and even lf part of the income was

aﬁ%hed for religious activities, the benefit of exemption u/s 11(1)a) cannot
be;ilemed The AO is directed to grant exemption u/s II(I)(a)

(ﬁ.\.\ 4 The aItemate ground tﬁat the i mcome should be i restrlcted as ongmaﬂy

‘ computed will not survwe
5 the result, the appeal 1s allowed.

6 Pronounced in the open court on . ‘?1 5 ) 1 September 2007.

0 VASUDEVAN) I (DEEPAK R. SHAH)
JUDICIAL MEMBER -~ ACCOUNTANT MEMBER

1
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