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[Bmone rF{E INCoME-TAX AIeELLATETRTBUNAL 
- 

BANGALoRE BENcH}

SUBTABAMTnUST
o,

, DTRECTOR OF Ir{gOUE-TAX (f)(EMI'ilONS)
N. L. Karne {Accauntant Member) and
Groncr Gsoncr K. {lttilicial Member)

: fu{arch25,2009.

SS ) ITA1951, s 2{15), 11, 13, 80G
AY ) 2tn9-10
HF ) Department

SpscrAr oroucrroN-DoNarroN To CHARTTABLE rNsrrrurroli-
Appnovar oF INSTrrurroN-Atmrolrry ENTTTLED To sEE rF rNsTrrurroli
pRrMA FAcrE ENTTTLED To nxEMFrrolr uNDER sxcrroN 11-Cuanrrenr-r
puRposE-DEFrNrrloN-Al,rrr.ror'rsrr wrru EFFEcT FRoM 1,-4.2W-
LEasr oF KALyANA MANTApAL{-Acrnrrv Nor ENTTRELy CHARTTABLE-

LsAsr or LAND By rRUsrEE To rRusr AND TNVESTMENT oF HUcE suM By

rniisr'ron coNsrRucrrow <ir BUTLDTNc rrrEREoNi--Lrasr BACK To rRUs-

rEE -Tni,isrer rNasrrD f o t'dnr\iE'. AbfeNracs - Titusr Nor ENTTTLED ro
rxrMrrior{ uNDER sncrroN Ll-Not ENTTTLED To RENEwAL oF REGrs-

r*ion*-ltocoME-rAx Ac'r,196'1, ss. 2(L5), 11, 13, 80G. , 
- ':

Wonos AND pHRAsEs-"h\I R.ELATI0N To".

The authors and the trustees of the axessee-trust Tnere one SR;his wife and

two tiothers. The actiaities of tfue *ust included running educational insfi-
tutions,freemedical camps,feeding thepoor duringfestiialseasons, teaching

yoga, running hnstels for studntts;Tpomen and senior citizens, free dtspen-

sary. SR in-his capacity as the lurta of a Hindu undiaided family leased out
certain land to the assessee-trust which cpnstructed a community hnll on tht
site at a cost of Rs. 142,30,000 and lessed it tp the Hind4 yryliaided famil'y

for,o monthly rent of Rs. 1,00,066. Tle essessee-trust filed an applicatior;

with the Director of Income-tax (Exemptians) lor renewal of approoal undn'
sectian 9AG of the Income-tax Act,1-961from April'1,2008, i.e.,for theptt
uious year releoant to the assessment year 2009-70. The Director of Income-

tax (Exemptions) refused approoal on the findings thst construction and

maintensnce of the community hall rpas nbusiness actioity and a commercial

act, that the trust haoing enabled SR to run a business actiaity in rahich there

Tnas fin inoestment.tf Rs . '1-,42,fl,00A 
W the trust without any inaestment by

SR, a benst had been proaideil' to intersted persons, that fixing the leas
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rett at the market Ttalue of the buitcling ignoring the bttsiness cnpncity 0f the

building hncl giaen ttnclti benefit to persons specified bt sectiott 13(2)(b) ' 
tLnt

the trust decd clirt rtot confer n',ry lrorrtrt to the trttstees to lense otLt the trust

property to others or to'thentJelues, and that the sctiaities of the trust of

iuinini hostels for stttdents, wamen nnd senior citizens last their charitable

naturein uieat o7 the prouiso to sectian 2(L5) inserted ruitlt efJ'ect from April

lilcotne TdJX ndporls

INcotrls Tax Rrronrs (A. T')

(

fYot. 3r7

,liUitonly for charitable or religious purposes are to be 4:'Y'd 
o::::-i::,

under'sectio,i'1.1. $ soryggffu :bI the trust are charitable

the''obiects are not charitable a fri6l witt not ae coaered under section

tion of charitabk was applicable to the asses-

iUlEEttte trust includedrelief of thepoor,

L,2009. On nPPeal :

Held, dismiissing tlte appenl, ft) thnt tlrc definition of "ch^a^r1t1hle purpose".

in sectioin 2(15) of ihe Aci ieleaant 1'or the assessment yenr 2009-1"0 (financial

y:ear 2008-09) cintained a proaisi .that 
tlrc adaancement of any other obiect

"iJ: grirrrt pr,,bli, utility siall not be a charitable purpose, if it inuoytes the

iairyrng on of any actiaity in the natu.re of trade, cotnmerce or business, or

"rrv"oriiritr/ 
a1 rerAering"any seruice in relation to any trade' com.nterce or

i,iiiintt,1i, i crrs or yeior any other co,nsidertttion, irrespectiae of the nnture

o7 us.e,gi.:opptication, or reteition of the income ftom such ac.tiaity' Section

i Z t ti,' bf' ti i A c t p r ou i d es t h a t u ol u n t ar y co n t r ibi u t i o.n t, 
" ::'-y :a,b -V, i. -' : :::

s case.
rcn

acti in the trade or
r

ffiiotraiL7butsomeiftneoujectsu:ereadaancementofanyother
;;;it;;l;':reitiat puutic utitity; ony of t.h1ybiec^ts u11s 

'1,1,'1i"i.*::'::^'.':!0,'",i;;;;i"i;; oy,,|"'ari,, in citturnr oltirttiri. A:r.t,h:, obiect, wh,i1,l::,!!^0":

t;erme:d as in'obiect of general utility wa2 to. establish a :mry:mity"l:ll,:r:
;;' ;;;;;;;;iiiii' ihZtpectiae of aiy retigion. rhe constuctlon of y,katuanl* 

;";;p;,t;v iie trust was in thi naiure.if actiiity of trade' F@-!g'o
'ii"'i[inrir'iu 

iirai', it was clear lhat th; conaention:eltle ryonstructed, , ,, ;t::ti:: :z :i::7:::71l- 77f,ili7)u+;n.coi'iiention

was gart

ffi wrposes in aiew of the smended definition o{ char!.lable

ffiund to be aiolating the prouis,io* rf ::t:y
L3,then the authsrity conceried was required. to deny exemption under iec',

7-

tian gaG, Though the act:ual orrnrr*rri 7or that preiious year 
,ms.y 

be made

s;ubsequently,ai tlte Assessing Officer,.the, authority cq4cerned h.1s.t-o,,tAk4-A

decisian on the basis of the faits it aaaitaOlt o, Sprc'date of applicatio'n'and the

Oirector ay tncome+ix (ixemptions) was correct in lo.oking into'-tlle p.roai:,
-iioms 

of section 1"3 while consi.dering the applicntion of the trust for 'renewal
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ai appraoat urtder sectilrt 80G. The Hindu undioided fanily of SR wtts s pet-

sln corercd urder sectian L3(3) of the Act. Thus, inaesting such a huge

amount in tlte construction of a kalyaw mant(zpa without Intiny adequate

flrrnngement for reiainirtg the kud for n sfficient long period, resulted in n

benefit to 5R, Hittdu undiaided family , a persut couered under section 13(3)

of the Act. Aftlt€llt€t, ro basis httd been proaided far fixing the monthly tent

of Rs.1,00,056 to so.tisfy thnt the lease rent adequntely compenso.ted the trust,

zultich had canstructed the kalynna mantnpa on the land leased ottt to it. ln
oiew of the frct tlat the benefit zuas sanilable to a persott speci,fied in section

13(3) af tlte -\;i; tlr inccnte of the trust rrns not ereinpt tLnd.er sectiorts 11 rnd

L2 and tIrc Director af Income-tax (Exemptions) zuns right in nat allozuittg

renewnl of approoal under section 80G.

Any actieity, which directly or indirectly facilitates the rendering af any

seroice in relation to any trade, commerce or business, will be coaered under

the proaiso to sectian 2(15) of the Income-tax Act, zohich prouides thnt the

actirsity of rendering any seraice in relntion to trade, comnterce or business

znill wake s*ch an object af general public utility as nat qualifuing far charit'
able purpose.
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Reliance Motor Co' p. Ltd. v, cIT [1995] 213 ITR 733 (Mad) (para 31)
L T. A. No. 1381/Bang/O8.
S. Krishnaswamy for the appellant.
Harsha Prakash for the respondent.

ORDER
N. L. Karna (Accountant Member).-T'he assessee has fiied an appeal

against the order of thc' lea'r..l I)l'l' (Lixcnrpti'rrs), Baugalrrc clatccl sep-tcmbcr 30, 2(X)t3.
'l'hc ground$ of nplrcnl raisi.d Lry thc appcllant arc as uurlcr ;

"(i) 'l'he order of the learned Director of Income-tax (Exemptio.s),
Bangalr.rre, is agairrst raw arrcr facts ; ttrc trust was eligible fcli recog-

, nition.

_ (ii) objects includes c'mmlrnitlz hail : The iearned Director of
Income-tax (Exemptions), Bangaloie, erred in holding the possession
of a convention hall is a pointer to the carrying of tlde business or
c'mmerce without appreciating that the trust chose to lease it out
once for all and therefore such income is the only income from pro-
perry.

(iii) Benefit to interesterl pcrson : Thc learncd Dircctor of Incomc_
tax (Exemptions), r3angalore, erred in holding that the lease out of the
property to a trustee constiruted'undue benefits, to the specified per_
sons as pcr secti.n 13(2)(h); hc ought tn have appreciited thaf

(i) thc iand belonged to the said trusree which was valuable and
hence there was a contribution.

(ii) the building was constructed by the rrust and the rent fixed at
Rs. 100,066 and advance paid Rs. t0 riikr,.; was nrr:rc trran the market
virltrt-'.

(iii) the rent fc-rr the lancl was not being paid by the trust to the
lessee; payment hacl ceasecl.

(iv) thc m.ntrrly re't ,f IRs. 100,066 plus thc deposit affbrdecl a
recurring reasonabre rerurn on the capitai invested by the trust.

i;i; l;.;1r1an;i tnantaP or

(d) \r;itctlt' Lrii i

to others or to thenrse

(c) \\rtrethcr the

dctits, women '1'' i sc.l

insertion oi tire Pro"nl

(ri) Rtnmin| of corn

The learned DlT (E

ril.lit it t:nill1('c t)f t r )tll!

.rrrn*""iot ;ct ' 'f irc l'

ir',"'rrr" Madras High

i:l)(x)l ?-43 ITR 439' tt

'l.r,,,l,,uniry 
h"ll urt:ul

'Ihe ]carned DIT 0:r'

*-**.,..,'.r'r-ri:.!:.rii-+i*.i*::i'1*.*;€#j


