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Before Sir John Beautnoid, Chief Jm 'ke , and Mr, Jv.siicc B. J. Waclks.

THE COMMISSIONER OF INCOME-TAX, BOMBAY, SIND AND BALL'CHI- 1039
STAN r. THE AHMEjDABAD MILLOWNEES’ ASSOCIATION.* M anJ^d

Indian Income-lux Act {X I of 1922). ss. 66 (2), 3—Assodation of Cornpames—
Whether 'unlliin- the tann Association of individuals^’ and clmrgckhle to 
in(‘ohie-tilx.

On a. true reading of s. -■'» cif tlio Iiicome-tRX Act the ^vorcls “ other assof^iation 
of individuals'" mean othei' iissociation of human beings and' therefore an 
association of companies is not ehoj’geablo to income-tax under s. 3 as an association 
of individuals.

E e f e e e n c e  mado by tlie Commissioner of Income-tax,
Bom lbay P re sid e n cy , S in d  a n d  B filiic liis ta n ,

T h e  A lm ie d a b a d  M illo w n e rs’ A sso cia tio n  w as com posed 
o f 61 m em bers 60 o f w lio m  w ere lim ite d  co m p an ies a n d  one 
w as an  in d iT id iia l. In  t lie  co urse o f t lie  assessm ent p io - 
ceedings fo r th e  y e a r 1 9 3 7 -3 8  th e  a sso cia tio n  co nten d ed  
th a t th e y  w ere no t ch arg e ab le  to  in co m e -ta x as u n d e r th e  

ch a rg in g  s. 3 of th e A c t th e  o n ly  persons lia b le  w ere 
an “  in d iv id u a l, H in d u  u n d iv id e d  fa m ily  co m p an y o r other 

asso cia tio n  o f in d iv id u a ls  ”  a n d  th a t th e y  w ere n e ith e r 
o f these, b ein g  an a sso cia tio n  o f lim ite d  com panies. T h e 
In c o m e -ta x  O fficer assessed them  as com ing u n d e r th e 

d e fin itio n  “  oth er a sso cia tio n  o f in d iv id u a ls  T h e re  w as a n  
a p p e a l a g a in st the assessm ent to  th e  A ssista n t C om m issioner 

w ho u p h e ld  th e  d ecisio n  o f th e  In co m e -ta x  O fficer.

T h e  assessees a p p lie d  to  th e  C om m issioner to  re v ise  th e 
assessm ent o r su b m it th e  case u n d e r s. 66 (2) to  th e  H ig h  
C o u rt, a n d  th e  C om m issioner fo rm u late d  th e  fo llo w in g  

q u e stio n  o f la w —

“ Whether the Association constituted as aforementioned and having the  
members mentioned in jMragiaph 4 Lereof has teen eorreetly treated by tho

* Civil Reference No. 16 of 1938.
ato -in  B k Ja  2— 5



A s s o c ia t io w

1939 Assistant Oommissionsr as cliargeable to incem e-tas under s. 3 of tlio Act ag 
Coan^iONEK being a n  ‘ association of individuals ’ ”

03?

and in submitting the question gave the following 
V. opinion—

AhMEBA3AB
M illow k ees’ “  . . . under Buie 4 of the Rules framed by the Association, an individual 

a company ora firm can be its member. As far as individuals are concerned, tlit.re 
is nothing to be said. As regards firms, the decisions of the Lahore High Court 
in tho case of (1) Sir C4o2Hilji<& Co. v. Commissioner of Incom e-tax , Punjab, (5 I. y, 
C. 2S7) and (2) The Mian Chamvu Factories 'Onion v. C om m ission er cf Income-tax 

Punjab and North Western Frontier p ro vin ces  (9 1. T. C. 246) and of the Allahabad 
High Court in  the ease of Jai Dayal M adan  O opal (6 I. T. C. 220) show that, in 
th6 words of the Allahabad High Court, ‘ a firm is not a person, it is not an 
en tity  but is merely a collective name for tho individuals wlio are members of 
the partnership ’ and that when a firm purports to be a member of an association, 
in reality the individual members thereof are the members of the association. 
If A, B and C, form a firm known as X, ‘ firm X ’ is merely a colloctive name 
for A, B and C, and to say that ‘ firm X ’ is a member of an assoeiEtiou is 
equivalent to stating that the individuals A, B and C are tho members thereof. 
Hence if a firm is a member of this association, it means that the individuals who 
compose it are the members. . .

“ As regards limited companies, tho word ‘individual ’ is not defined either in the 
Income-tax Act or the General Clauses Act. The dictionary meaning cf the word 
as given in Webster’s dictionary is ‘ an indivisible entity o r a  totality vrliich 
cannot be separated into parts without altering the character and significance of 
those parts ’ and the Eoman Empire is mentioned therein as a ‘ historical 
ind ividual’. Hence there can bo no doubt that a company which iw a separate 
legal entity can he said to be an ‘ individual ’ being ‘ an indivisible entity  ̂ and 
‘a totality which cannot be separated into parts without altering the characterand 

significance of those parts Moreover, the contention of the As.<ociatioD that it  is 
an association of limited companies only is not correct as individualii and firms 
can become its members and, as a matter of fact, an individual is one of its 
members . . . ”

The reference was heard.

PuTshottam Tricumdas, for the assessee.
M . C. Setalvad, Advocate General, for the Commissioner.

B e a u m o n t  C. J. This is a reference by the Commissioner 
of Income-tax un,der s. 66 (2) of the Income-tax Act, in 
which he raises the question : “ Whether the Association
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c o n stitu te d  as afo re m e n tio n ed  a n d  h a v in g  t lie  m em bers 
m e n tio n ed  in  p a ra g ra p h  4 h e re o f h a s been c o rre c tly  tre a te d  Cojdhssioxeb 

b y  th e  A ssista n t C o m m issio n e r as ch arg eab le  to  incom e- income-tax, 
t a x  u n d e r s. 3 o f th e  A c t as b e in g  a n  ‘ a sso cia tio n  o f 
in d iv id u a ls  AmiEBABAB

JIillowseks’
T h e  A sso c ia tio n  in  q u e stio n  is  th e  A h m e d a b a d  M illo w n e rs" 

A sso cia tio n , a n d  a cc o rd in g  to  th e  fin d in g  o f th e  le a rn e d  -Beaumont 0, j. 
C o m m issio n e r it  co n siste d , d u rin g  th e  y e a r o f assessm ent, 
o f 61 m em b ers, 60 o f w hom  w ere lim ite d  co m p anies a n d  one 
w as a n  in d iv id u a l p e rso n . I t  is  c le a r, th e re fo re , th a t i f  th e  
A sso cia tio n  is  to  be assessed as an  a sso cia tio n  o f in d iv id u a ls , 
it  m u st be on th e  b a sis th a t a  lim ite d  co m p a n y is  a n  
in d iv id u a l fo r th e  p u rp o se s o f th e  ch a rg in g  se ctio n  in  
th e  In c o m e -ta x  A c t. T h e  le a rn e d  C om m issioner, re ly in g  
on th e  d ic tio n a ry  m e an in g  o f ‘ ‘ in d iv id u a l” , h o ld s th a t 
a co m p a n y  is  an  in d iv id u a l, sin ce  it  is  an  in d iv is ib le  e n tity .
1 am  d isp o sed  to  agree th a t i f  one ta k e s  m e re ly  ,the 
d ic tio n a ry  m e an in g  “ in d iv id u a l w o uld  in c lu d e  a  lim ite d  

co m p an y, a lth o u g h  1 t h in k  so to  u se  th e w o rd  w o u ld  n o t 
be in  acco rd an ce  w ith  its  p o p u la r use b y  p eo p le  speaking- 
the E n g lis h  lan g u a g e . B u t  w h a te v e r th e  d ic tio n a ry  o r 
p o p u la r m e an in g  m a y  b e, w e h a v e  to  d e a l w ith  th e  w o rd  
in  th e  co n te x t in  w h ic h  it  a p p e a rs in  th e  In c o m e -ta x  A c t.

T h e p h ra se  in  s. 3 is  : “  In co m e , p ro fits  an d  g a in s o f 
e v e ry  in d iv id u a l, H in d u  u n d iv id e d  fa m ily , co m p an y, firm  
o r o th e r a sso cia tio n  o f in d iv id u a ls  T h e  sam e w ord^ 
a p p e ar in  v a rio u s  p la ce s in  th e  A c t, in c lu d in g  ss. 55  an d  56 
u n d e r w h ic h  su p e r-ta x  is  ch arg e d , a lth o u g h  in  th o se  sectio n s 

th e  d is ju n c tiv e  o r ”  is  used  b e fo re  “  oth er a sso cia tio n  o f 
in d iv id u a ls  in ste a d  o f th e  c o p u la tiv e  “  a n d .”  T h e  q u e stio n  
is  w h e th e r “  o th e r a sso cia tio n  o f in d iv id u a ls  ”  in c lu d e s a n  
a sso cia tio n  o f co m p an ies. I t  seem s to  m e q u ite  c le a r o n  
th e  co n te x t th a t it  ca n n o t do so. In d iv id u a l ”  w h ere 

firs t  use d , m u st m ean h u m a n -b e in g , because it  is  u sed  
as som ething  d is tin c t fro m  a jo in t  fa m ily , firm , a n d  
co m p an y. T h e w ho le e x p re ssio n  seem s to me to he
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^  “ every human-being, Hindu undivided family, company,
CoMMssiowEB and other association of liuman-beings One cannot

* *give to tlie word individuals in the expression associa- 
V. tio n  of individuals ” a different m eaning to  th a t whicli 

'Mtdlowkeks’ the w ord m dividuai bears where it  appears m  th e  sam e
AssociATioi'r ,

___  phrase.
B m u m o n t 0 . J .

In my opinion, therefore, the answer to the question 
raised by the learned Commissioner must be in the negative. 
The assessee to get costs, to be paid by the Commissioner, 
on the Original Side scale.

B . J. W a d ia  J. I  agree.

Attorney for Assessee : Messrs. DJiru d  Oo.

Attorney for Commissioner : Mr, H. F, M ulla , Sohcitor 
to Central Government at Bombay,

Ansioer accordingly.

N . K. A.
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ORIGINAL CIVIL.

Before Mr. J l̂sUce Kania,

1938 AMRITLAL EAIOHAND JHAVERI (a P la i s t i i ’M v. BHAGWANDAB
M a r^  7 S'ATEOHAND and othjshs, DisPENDANTs.

Indian Sale of Goods Act  ̂ {I II  of 1930), ss. 24 and 27—Transfer of title to goods-— 
Delivery of goods to broker—Jangad, meaning of.

The relation of a dealer ancl a broker is that of a principal and, agent aM  not 
that of a seller and a buyer.

Where an owner (JeliYers goods,to an agent (broker) (-who is not a mercantile agent 
as (iefined in the gale of Goods Act) on terms agreed between them and on Jangad 
i.e., for approval by a prospective customer or to be shown for approval, neither

*0, C. J. Suit No. 394 of 1936.


