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ACT:

I ncome Tax Act ~ 1961, S.  147-1ncone Tax- Escaped
assessment-Duty of assessee to disclose fully and truly al
material facts necessary for his assessnent for that year-
Meani ng of.

Director in sole charge of managenent of business of
assessee-Paid remuneration for services-Uilisation of the
remuneration by director-Assessee whether under obligation
to disclose to the Incone Tax Oficerin the course of its
assessnent.

HEADNOTE:

The assessee was incorporated as a Private Limted
Conpany in March, 1947 wth G as.its Managing Director and
it took over the business of the trading conpany carried on
by "D in Delhi. Dwas the brother-in-law of G and was
pl aced in charge of the management of the business of the
Del hi Branch of the assessee and he was paid a sal ary of Rs.
1000 per nonth, conmission at the rate of 1 per cent onthe
sales of the Delhi Branch and bonus equivalent” to three
nont hs sal ary.

The assessments of the assessee for the years 1949-50
to 1959-60 were finalised on the basis of the decisions of
the I ncone-Tax Tribunal and the anounts paid to the Managi ng
Director and the other Directors including D by way of
salary, conmssion and bonus were allowed in full as
per m ssi bl e deductions and so was the interest paid on the
credit balances in their respective accounts.

On the 28th March, 1968, the Income Tax O ficer issued
a notice wunder Section 148 of the Income Tax Act, 1961
seeking to reopen the assessnent of the assessee for the
assessment year 1959-60 on the ground that the incone of the
assessee had escaped assessnent at the tinme of the origina
assessnment. The Income Tax Oficer, however, did not state
the reasons which had |ed to the belief that the incone of
the assessee had escaped assessnent by reason of onission or
failure to disclose material facts nor did he give any
reasons though requested by the assessee.

The assessee’s wit petition challenging the validity
of the notice was allowed by a Single Judge and the notice
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issued by the Incone Tax O ficer was quashed. It was held
that there was no onission or failure on the part of the

565

assessee to di scl ose nmaterial facts relating to his
assessment and that there was no reason to believe that any
part of the income of the assessee had escaped assessment at
the time of the original assessnent by reason of wong
al l owance of the renuneration paid to D as a pernissible
deducti on.

The Division Bench allowed the appeal, holding that the
I ncome Tax Oficer had reason to believe that the
renmuneration paid to D had been wongly allowed as a
perm ssi bl e deduction by reason of omission or failure on
the part of the assessee to disclose the material facts and
the notice issued by the Incone Tax O ficer was justified.

Al'l owi ng the appeal to this Court,

N

HELD: 1. (i) Neither of the two conditions necessary
for attracting the applicability —of Section 147(a), was
satisfied. The notice issued by the Incone Tax Oficer is
therefore w thout jurisdiction. {574 G

(ii) It is not possibleto sustain the conclusion that
the assessee omtted or failed to disclose fully and truly
any material facts relating to his assessnent.

[574 F]

2. (i) Before / the Income Tax O ficer can assune
jurisdiction to issue notice under Section 147(a), two
di stinct conditions 'nust be satisfied. First, he nust have
reason to believe that the incone of the assessee has
escaped assessment and secondly, he nust _have reason to
bel i eve that such escapenent is by reason of the omn ssion or
failure on the part of the assessee to disclose fully and
truly all nmaterial facts necessary for his assessnent. |If
either of these conditions is not™ fulfilled, the notice
i ssued by the Income Tax O ficer woul d be without
jurisdiction. [571 F]

(ii) The inmportant words under Section 147(a) are "has
reason to believe" and these words are stronger  than the
words "is satisfied.". The belief entertained by the 'l ncone
Tax OFficer rmust not be arbitrary or irrational. It nust be
reasonable or in other words it rnust be based on reasons
which are rel evant and material. The Court, cannot
investigate into the adequacy or sufficiency of the reasons
whi ch have wei ghed with the Incone Tax Officer, in conmngto
the belief, but the Court can exan ne whether the reasons
are relevant and have a bearing on the matters in regard to
which he is required to entertain the belief before he can
i ssue notice wunder Section 147(a). If there is no rationa
and intelligible nexus between the reasons and the belief,
so that, on such reasons, no one properly instructed on
facts and law could reasonably entertain the belief, the
concl usi on would be inescapable that the Incone Tax O ficer
could not have reason to believe that any part of the income
of the assessee had escaped assessnent and such escapenent
was by reason of the omission or failure on the part of the
assessee to disclose fully and truly all material facts and
the notice issued by himwould be liable to be struck down
as invalid. [571 G572 C

3. Even a close relative who is in managenent and
charge of a business on a full time basis is entitled to be
paid remnuneration and, in fact, it would be wholly
unreasonabl e to expect himto work free of charge. [573 (]
566

In the instant case D was the brother-in-law of G the
Managi ng Director of the assessee but this circunstance
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cannot lead to an inference that the paynent of remuneration
to D who was sol ely nmanagi ng and | ooki ng after the business
of the Del hi Bench of the assessee was sham and bogus. There
is nothing unusual in D giving a loan to his brother-in-Iaw,
the Managing Director or making gifts to the son, wife and
daughter-in-law of the Managing Director who were his close
relatives. Any inference that the paynment of renuneration to
D was sham and bogus cannot be drawn nerely fromthe nanner
in which he expended the anmpunt of renuneration received by
him particularly when the persons to whom he gave a |oan
and nade gifts were his close rel atives.
[573 E-574 B]
4. The statenents of ‘account of D with the assessee for
the rel evant accounting year as also the previous years were
with the Income Tax Officer at the tine of the origina
assessment and these statenments of account «clearly showed
that out of the anpunt-of rermuneration credited to his
account, he had nade gifts to, the sons of G on 31st July,
1957 and 'given a loan to G on the 25th August, 1958 and the
Income Tax ~Officer was fully aware that G was the Managi ng
Director of the assessee. The assessee could not therefore
be said to be under an obligation to disclose to the Incone
Tax OFficer in the course of its assessment as to how the
director who was in sole charge of the managenent of the
busi ness of the/ assessee, and who was being pai d
remuneration for the services rendered by him to the
assessee, had wutilised the anopunt of renuneration received
by him [574 C F]

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civil Appeal No. 1146 of
1973.

From the judgment and order dated the 1st, June 1972 of
the Calcutta H gh Court in Appeal = No. 150 of 1971 ari sing
out of Matter No. 262 of 1968.

Debi Pal, A K Vernma and K J. John for the Appellant.

V.S. Desai, Chanpat Rai and Mss A. Subhashini for the
Respondent s.

The Judgrment of the Court was delivered by

BHAGMTI, J. This appeal by certificate is directed
against an order passed by a Division Bench of the Hgh
Court of Calcutta allowi ng an appeal against a decision of a
Si ngl e Judge which quashed and set aside a notice dated 28th
March 1968 issued by the Incone Tax Oficer under section
148 of the Indian Income Tax Act, 1961 seeking to reopen the
assessnment of the assessee for the assessnment year 1959-60.
The facts giving rise to the appeal are a little inportant
and they may be briefly stated as foll ows.

567

Prior to March 1947, one Deo Datt Sharma carried on
business in Delhi in the name of Sharma Tradi ng Company. The
busi ness was quite a prosperous one and the record shows
that Deo Datt Sharma was naki ng an average profit of about
Rs. 36,000 per year. |In Mrch 1947, the assessee was
incorporated as a private limted conmpany with Ganga Saran
Sharma as its managing director and it took over the
busi ness of Sharma Trading Conpany as a going concern in
consi deration of allotnent of 1703 shares in the share
capital of the assessee to Deo Datt Shrama. The share
capital of the assessee consisted of 8500 shares out of
whi ch 1703 shares were allotted to Deo Datt Sharma, 5 shares
were held by Ganga Saran Sharma and 3500 shares, by a
conpany called Narendra Tradi ng Conpany controll ed by Ganga
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Saran Sharma and his wfe. It nay be pointed out at this
stage that Deo Datt Sharma was the brother-in-law of Ganga
Saran Sharma. Wen business of Deo Datt Sharna was taken
over by the assessee, Deo Datt Sharma was appointed Director
of the assessee along wth two other persons. Deo Datt
Sharma was pl aced in charge of managenent of the business of
Del hi Branch of the assessee and he was paid a salary of Rs.
1000 per nonth, conmission at the rate of 1 per cent on the
sales of the Delhi Branch and bonus equivalent to three
nonths’ salary. Ganga Saran Sharna and the other two
directors were also paid salary, comm ssion and bonus but it
is not necessary to set out the quantum of the enol unents
paid to them because in this appeal we are concerned only
with the enmplunments paid to Deo Datt Sharma and not with the
enmol unments paid to other directors.

The Income Tax O ficer while assessing the assessee to
tax for the assessnent year 1949-50 disall owed the clai m of
the assessee for deduction in respect of paynents made to
the managing director and other directors on account of
conmi ssi on and bonus. On  appeal by the assessee the
Appel | at e Assi-stant Commi ssioner disagreed with the view
taken by the Income Tax Oficer and allowed the entire
amount paid to the managing director and other directors by
way of comm ssion and bonus. So far as Deo Datt Sharma is
concerned, the Appellate Assistant Comm ssioner observed
that having regard to the fact that this very business was
carried on by Deo Datt Sharma prior to its taking over by
the assessee and it was a prosperous business earning on an
average about Rs. 36,000 per year and after taking over of
the business by the assessee, Deo Datt Sharma continued to
be in sol e managenent of the
568
busi ness of the Delhi Branch, the aggregate anount paid to
himcould not at all be regarded as excessive and was
al  owabl e as a perm ssi bl e deduction. Thus the entire anount
paid by the assessee to the nmanaging director and other
directors was al | owed by the Appel | ate Assi st ant
Conmi ssioner as a deduction in conputing the taxable incone
of the assessee. The assessee had thereafter no difficulty
in claimng deduction of the amount —paid to the nanaging
director and other directors on —account of salary,
conmi ssi on and bonus, but again in the assessment year 1956-
57, the Inconme Tax Oficer disallowed a substantial portion
of the renmuneration paid to the managing director and the
assessment made by the Inconme Tax Oficer-was confirnmed in
appeal by the Appellate Assistant Conmissioner and in
further appeal by the Income Tax Tribunal. Thisled to the
maki ng of a reference and the H gh Court ‘answered the
question referred to it in favour of the assessee and held
that the disallowance of a portion of the renuneration paid
to the managi ng director was not justified. Wile naking the
assessment for the assessment year 1957-58, the |Incone Tax
Oficer once again disallowed a part of the remruneration
paid to the managing director as also the amunts  of
interest paid to the directors on the bal ances lying to the
credit of their respective accounts with the assessee on
account of undrawn renmuneration. The Appellate Assistant
Commi ssioner in appeal held that the interest paid to the
directors on the balances lying to the credit of their
respective accounts was an allowable expenditure but he
sustai ned the disallowance of a portion of the remuneration
paid to the nanaging director. The assessee thereupon
preferred a further appeal to the Tribunal and after
considering all the facts and circunstances of the case, the
Tribunal canme to the conclusion that the remuneration paid
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to the nmanaging director as also to the other directors was
not at all excessive and no portion of it could justifiably
be disallowed. The result was that not only was the
remuneration paid to the managing director and the other
directors allowed in full as a permssible deduction but
al so the amount of interest paid on the credit bal ances in
their respective accounts was allowed to be deducted as a
perm ssi bl e expenditure. Gbviously, and this could not be
di sputed on behalf of the Revenue, the accounts of the
managi ng director and other directors including Deo Datt
Sharma showi ng the amount of renuneration credited and the
wi thdrawal s debited in each year were produced before the
Income Tax O ficer and he was aware that only a very snal
anount was withdrawmn by Deo Datt Sharma out of the
remuneration credited in his account. The

569

record al so shows-that ~on a query made by the Incone Tax
Oficer the assessee furnished inter alia the assessnent
file nunber of Deo Datt Sharma who was being assessed in
Del hi. The ~assessnent for the assessnment year 1958-59 al so
foll owed the sanme course upto the stage of appeal before the
Income Tax Tribunal and ultimately the amount of interest
paid to the directors on the credit balances in their
respecti ve accounts  was allowed as a perm ssible deduction
to the assessee. The ~“assessnent of the assessee for the
subsequent year 1959-60 was thereafter conpleted on the
basis of the decision of the Income Tax Tribunal for the two
earlier assessnent 'years and the ~ampunts 'paid to the
managi ng director and other directors including Deo Datt
Sharma by way of salary, conmm ssion and bonus were all owed
in full as permssible deductions and so was the interest
paid on the credit balances in their respective accounts.

On 28th March, 1968 the Income Tax O ficer issued a
noti ce under section 148 of the Incone Tax Act, 1961 seeking
to reopen the assessnent of the assessee for the assessnent
year 1959-60 on the ground that the incone of the assessee
had escaped assessment at the time of the /origina
assessment. Since a period of four years had al ready el apsed
fromthe close of the assessnent year 1959-60 and no notice
could be issued under section 147 (b), it was obvious that
the notice issued by the Income Tax Oficer was based on
section 147 (a), and it could be justifiedonly if it could
be shown that the Incone Tax O ficer had reason to believe
that, by reason of omssion or failure on the part  of
assessee to disclose any material facts, the incone of the
assessee had escaped assessnent. The Income Tax ~ O ficer
however did not indicate in the notice as to what were the
reasons which had led himto believe that the inconme of the
assessee had escaped assessnent by reason of onission or
failure to disclose material facts nor did he give any
reasons though requested by the assessee to do . -so. The
assessee thereupon preferred a wit petition in the High
Court of Calcutta challenging the validity of the notice on
the ground that there was no om ssion or failure on the part
of the assessee to disclose any material facts at the tine
of the original assessnent and that in any event, there was
no reason to believe that any part of the income of the
assessee had escaped assessnent by reason of such om ssion
or failure. The wit petition was admitted and rule was
issued by a single Judge of the Calcutta H gh Court. The
Income Tax Oficer, possibly on service of the rule,
addressed a letter dated 19th June 1968 to the assessee
stating that
570
the notice was issued by him because he had reason to
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bel i eve that the paynent of renuneration to Deo Datt Sharma
was bogus and false. The Income Tax Oficer also stated in
the affidavit filed by himin reply to the wit petition
that after the assessment of the assessee was conpleted for
the assessment years upto 1963-64, the Income Tax Oficer
cane to learn that Deo Datt Sharma was the brother-in-Iaw of
Ganga Saran Sharma, nmanaging director and that Deo Datt
Sharma had di sposed of the inconme received by him by way of
remuneration fromthe assessee, in the follow ng manner
1. On 31st July 1957 he nmde a
gift to Shri Narendra Sharma
son of Shri Ganga Saran
Sharma, Managi ng Director
of the Conpany. Rs. 12,550.00
2. On 25t h August 1958 he mmde
a loan'to Ganga Saran Sharma. Rs. 2,25, 000.00

Tot al 2, 37,550. 00
and thereafter, out of the anbunt |ying to his credit in the
account with the assessee, he had made the following gifts:

On 5th Decenber 1960 gift to

Brahma Devi wi fe of Ganga

Saran Sharma Rs. 1, 01, 101. 00

On 21st Decenber 1960 gift to

I ndu Shar ma daughter-in-law of

Ganga Saran Shar ma Rs. 15,101.00

On 26th Decenber 1961 gift to

Hem at a Sharma daughter-in-1aw

of Ganga Sar an Shar ma. Rs. 50, 101.00
The I ncome Tax O ficer stated that out of the total anount
of remuneration of Rs. 3,51,000 received by Deo Datt Sharma
during the period upto 31st March 1962, he had paid tax in
the sum of about Rs. 65,000/- and spent a total sumof Rs.
2,37,550 on account of gifts and |oan as aforesaid and the
wi thdrawal s made by him for his own purposes thus did not
ampbunt to nore than Rs. 4000 per vyear. These facts,
according to the Inconme Tax O ficer, showed
571
that the remuneration paid to Deo Datt Sharma was not
genui ne and was sham and bogus and the anount™ of such
renmuneration alleged to have been paid to Deo Datt Sharma
was wongly allowed as a perm ssible deducti on and hence the
assessment of the assessee was liable to be reopened by
i ssue of a notice under section 147 (a).

The | earned single Judge of the Cal cutta Hi gh Court who
heard the wit petition took the viewthat there was no
om ssion or failure on the part of the assessee to disclose
any material facts relating to his assessnment and that in
any event, there was no reason to believe that any part of
the incone of the assessee had escaped assessnment. at the
time of the original assessnent by reason of wrong allowance
of the remuneration paid to Deo Datt Sharna as a pernissible
deduction. The wit petition was accordingly allowed by him
and the notice issued by the Incone Tax officer was quashed
and set aside. The Income Tax O ficer thereupon preferred an
appeal before a Division Bench of the Calcutta Hi gh Court
and the |learned Judges constituting the Division Bench
all owed the appeal, holding that the Income Tax O ficer had
reason to believe that the amount of remuneration paid to
Deo Datt Sharma had been wongly allowed as a pernissible
deduction by reason of omission or failure on the part of
the assessee to disclose the material facts set out above
and the notice issued by the Income Tax Oficer was
justified. The assessee thereupon preferred the present
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appeal in this Court after obtaining a certificate of
fitness fromthe H gh Court of Calcutta.

It is well settled as a result of several decisions of
this Court that two distinct conditions nust be satisfied
before the Income Tax Oficer can assune jurisdiction to
i ssue notice under section 147 (a). First, he must have
reason to believe that the income of the assessee has
escaped assessnment and secondly, he nust have reason to
bel i eve that such escapenent is by reason of the omni ssion or
failure on the part of the assessee to disclose fully and
truly all material facts necessary for his assessnment. If
either of these conditions is not fulfilled, the notice
i ssued by the Incone Tax O ficer would be without
jurisdiction. The inportant words under section 147 (a) are
"has reason to believe® and these words are stronger than

the words "is satisfied'. The belief entertained by the
Income Tax O ficer nmust- not be arbitrary or irrational. It
nmust be reasonable or in other words it nust be based on
reasons which are relevant and mnaterial. The Court, of

course, cannot investigate into the adequacy or sufficiency
of the reasons which

572

have weighed wth the Incone Tax Oficer in comng to the
belief, but the Court can certainly exam ne whether the
reasons are relevant and have a bearing on the matters in
regard to which he /is required to entertain the belief
before he can issue notice under section 147 (a). It there
is no rational and ‘intelligible nexus between the reasons
and the belief, so that, on such reasons, no one properly
instructed on facts and |awcould reasonably entertain the
belief, the conclusion would be inescapable that the Incone
Tax Oficer could not have reason to believe that any part
of the incone of the assessee had escaped assessnment and
such escapenent was by reason of the omi'ssion or failure on
the part of the assessee to disclose fully and truly al
material facts and the notice issued by himwould be |iable
to he struck down as invalid.

Now here on the facts as admtted or found it is/ clear
that Deo Datt Sharma was carrying on the same business prior
to the incorporation of the assessee as a private limted
conpany and this business was yielding himan average profit
of about Rs. 36000 per vyear. Wen the assessee, on
i ncorporation, took over the business as a going concern
fromDeo Datt Sharma it appointed Deo Datt Sharma as a
director and placed himin sole charge of the managenent of
the Del hi Branch of the business. In fact, it could not be
di sputed on behalf of the Revenue that Deo Datt Sharnma was
| ooking after the business of the Delhi Branch of. the
assessee in the same nanner in which he was doi ng when he
was sole proprietor of the business and for this work done
by him Deo Datt Sharna was paid salary at the rate of Rs.
1000 per nonth, comm ssion at the rate of one per cent on
the sales of the Del hi Branch and bonus equival ent of ‘three
nont hs’ salary. The anmount of renuneration paid to Deo Datt
Sharma was thus not without consideration; in fact, it was
paid for valuable services rendered by Deo Datt Sharma in
sol ely managi ng the business of the Delhi Branch of the
assessee. Now once it is conceded that Deo Datt Sharma was
in sole charge and managenment of the business of the Del hi
Branch of the assessee and was rendering full time service
to the assessee in that capacity, it is difficult to see how
any one could reasonably cone to the belief that the paynent
of renmuneration nmade to himwas sham and bogus. Surely, the
Income Tax officer could not expect Deo Datt Sharma to
devote his full time and energy to the business of the Delh
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Branch of the assessee w thout any remrunerati on what soever.
The actual renuneration paid to Deo Datt Sharma was in fact
found to be genuine and reasonable by the Appellate
Assi st ant Conmi ssi oner
573
whil e disposing of the appeal of the assessee for the
assessment year 1949-50 as also by the Income Tax Tribuna
whi |l e di sposing of the appeal for the assessnent year 1957-
58. It is true that Deo Datt Sharnma was the brother-in-law
of Ganga Saran Sharma, the managing director of the
assessee, but this circunstance cannot by any stretch of
imagination lead to an inference that the paynent of
remuneration to Deo Datt Sharma who was sol ely nmanagi ng and
| ooking after the business. of the Delhi Branch of the
assessee was sham and bogus. Even a close relative who is in
managenent and charge of a business on a full time basis is
entitled to be paid remuneration and, in fact, it would be
whol | y .unreasonabl e to expect himto work free of charge

The Revenue, however, relied strongly on the fact that
out of thetotal~ amount of ~remuneration of Rs. 3,51, 000
received by Deo Datt Sharma and credited to his account with
the assessee, he had not w thdrawn nore than Rs. 4,000 per
year for hinself and an aggregate sumof Rs. 2,37,550 was
expended by himin  giving a | oan to Ganga Saran Sharma and
making gifts to the son, w fe and daughters-in-law of Ganga
Saran Sharma on diverse dates between  31st July, 1957 and
26t h Decenber 1961. W fail to see how this fact can |end
itself to the inference that the payment of renuneration to
Deo Datt Sharma was bogus and not genuine. It is an admtted
fact that Deo Datt Sharna was the brother-in-law of Ganga
Saran Sharma and there is nothing unusual in Deo Datt Sharma
giving a loan to Ganga Saran Sharna or nmeking gift to the
son, wife and daughters-in-law of Ganga ~Saran Sharma who
were his close relatives. It s indeed difficult to
appreci ate how any inference can reasonably be drawn that
the paynment of remuneration to Deo Datt Sharma was sham and
bogus nerely fromthe manner in which he expended the anount
of remuneration received by him_  particularly ‘when the
persons to whom he gave a | oan and rmade gifts were his close
relatives. It is possible that Deo Datt Sharma had ot her
financial resources apart from the renuneration derived by
himfrom the assessee and he therefore decided to give a
loan and nmke gifts to his close relatives out of the
remuneration received by himfor valuabl e services rendered
to the assessee. In fact, if he had no ~other financia
resources, it is extrenely difficult-one mght say, al nost
i mpossible-to believe that he worked for the assessee and
managed and | ooked after the business of the Del hi Branch on
a full time basis wthout any renuneration or in any event
on a
574
paltry remuneration of Rs. 4,000 per year when the nanagi ng
director and other directors who were working |ike himwere
getting much nmore fromthe assessee and as the proprietor of
the business prior to its taking over by the assessee, he
was earning an average profit of about Rs. 36,000/- per
year. W are clearly of the viewthat on these facts the
Income Tax O ficer could have no reason to believe that the
paynment of remuneration to Deo Datt Sharma was sham and
bogus and that the anount of renuneration paid to himwas
wongly allowed as a perm ssi bl e deduction

W nay point out that, in fact, the statenent of
account of Deo Datt Sharma with the assessee for the
rel evant accounting year as also the previous years were
with the Income Tax Oficer at the tine of the origina
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assessment and these statenents of account <clearly showed
that out of the anmount of renuneration credited to his
account, he had nade a gift of Rs. 12,550 to the son of
Ganga Saran Sharma on 31st July 1957 and given a | oan of Rs.
2,25,000 to Ganga Saran Sharma on 25th August, 1958 and the
Income Tax O ficer was fully aware that Ganga Saran Sharnma
was the mmnaging director of the assessee. It is possible
and we nmmy assune it in favour of the Revenue, that the
subsequent gifts nmade by Deo Datt Sharma to the w fe and
daughters-in-1aw of Ganga Saran Sharna were not disclosed to
the Income Tax O ficer at the time of the origina
assessnment, but these gifts being subsequent to the rel evant
accounting year, the assessee was not bound to disclose the
sane to the Income Tax Oificer. Mreover, it is difficult to
appreci ate how the assessee could be said to be under an
obligation to disclose to the Incone Tax Oficer in the
course of its assessment as to howa director who was in
sol e charge of ~the -management - of the business of the
assessee ‘and - who was being paid remuneration for the
services rendered” by him to assessee, had utilised the
anmount of - renuneration received by him W do not think it
possi bl e to sustain the conclusion that the assessee onmtted
or failed to disclose fully and truly any nmaterial facts
relating to his assessnent.

We nust in the circunstances hold that neither of the
two conditions necessary for attracting the applicability of
section 147(a) was satisfied in the present case and the
notice issued by the Incone Tax O ficer nust be held to be
wi t hout jurisdiction.

We accordingly allow the appeal, set aside the judgnent
of the Division Bench and restore that of the | earned single
Judge quashi ng
575
and setting aside the notice dated 28th Narch 1968 issued by
the Income Tax O ficer against the -assessee. The Revenue
will pay the costs of the assessee throughout.

N. V. K Appeal all owed
576




