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O R D E R 
 

PER RANO JAIN, A.M. :  

This  appeal  f i led  by  the  assessee  is  di rected aga inst  

the  order  o f  l earned Commissioner  o f  Income Tax 

(Appeals ) ,  Shimla  dated 29.10.2014 for  assessment  year  

2010-11.  

2 .   Br ie f ly ,  the  facts  o f  the  case  are  that  the  assessee 

society  is  registered with  Distr ic t  Magistrate-cum-Registrar ,  

Dharamshala  v ide  le t ter  No.1540/C/HRC dated 24.11.2008.    

I t  was also  granted regist rat ion under  sect ion 12A of  the 

Income Tax Act ,  1961 ( in  short  ‘ the  Act ’ )  by  the  Commiss ioner 
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of  Income Tax,  Shimla  v ide  let ter  No.CIT/SML/Tech.-

I I/I/IOA/12-A/2005-06/4281 dated 14.6.2005.   Dur ing the 

year  under  cons iderat ion,  the assessee f i led i ts  return of  

income declar ing  ni l  income as  on 15.10.2010 c la iming 

deduct ion under sect ion 11 o f  the  Act .    The  assessee  has  set  

as ide an amount  o f  Rs .6 ,76,48,808/- for  accumulat ion as 

prov ided under  sect ion 11(2 )  o f  the  Act .     The  assessee  had 

rece ived Rs.11,23,70,948/- ,  however ,  during  the year,  i t  had 

spent  on ly  Rs .3 ,84,70,751/-.    The assessee  submitted Form 

10 for  accumulat ion o f  Rs .6 ,76,48,808/-  under sect ion 11(2 ) 

o f  the  Act  for  the  purpose  o f  “salary  and wel fare o f  pat ients” .    

The  Assessing  Of f icer  found the  said  accumulat ion not  made 

as  per  law and assessed i t  as  AOP at  Rs .6 ,76,48,808/-.   The 

reasons for  such conc lusion arr ived at  by  the  Assessing 

Of f icer  were  that  the  objects  spec i f i ed in  Form No.10 for  

accumulat ion of  income were  too  vague and further  there  was 

no need for  assessee  to  accumulate  funds for  the  purpose  o f  

sa lary  as i t  has enough funds inc luding grants received from 

State Government for  th is  purpose.    

3 .   Aggr ieved by  the  order  of  the  Assess ing  Of f icer  the 

assessee  went  in  appeal  be fore the  learned CIT (Appeals ) .   I t  

was submit ted that  the assessee  is  a  chari table  trust  having 

12A reg is trat ion cert i f i cate  f rom Commissioner  of  Income Tax, 

Shimla .   I t  is  carry ing on i ts  act iv i t i es  wi th  hundred percent  

f inanc ia l  a id  f rom Government o f  Himachal  Pradesh.   The 

t rust  has  been created by  the   State  Government for  the  

wel fare  o f  pat ients.    I t  was submitted before  the  learned CIT 
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(Appeals )  that  the  accumulat ion of  surp lus  income for  the 

purpose  o f  salary  and wel fare  of  pat ients  as  descr ibed in  Form 

No.10 is  duly  in  accordance  wi th ob jects  of  the  trust  for  which 

i t  has  been granted reg is trat ion under  sect ion 12A of  the  Act .   

I t  was also  brought to  the  not ice  of  the  learned CIT (Appeals )  

that  the  issue ra ised by  the Assess ing  Of f icer  that  the 

assessee  has  made an excess  prov is ion o f  Rs .4 ,85,00,000/-  

for  the  payment o f  salary in  the  next  year  is  not  re levant  in 

the facts and c ircumstances o f  the  present  case .   I t  was 

c lar i f i ed  that  in the  next  year  the assessee  had proposed to  

s tar t  a  Super  Special ty  serv ices  in  the  Medical  Co l lege and 

appointments  of  h ighly  paid  doctors  were  also to  be  made.    

Therefore,  the requirement  of  more  funds were  ant ic ipated.    

Further,  i t  was a lso  submit ted that  in  subsequent  assessment 

years 2011-12 and 2012-13,  the Assessing  Of f icer  has  al lowed 

deduct ion and also  accepted surplus  amount  set  apart  for  the 

next  f inancial  year of  same nature as  is  disputed in  the  year 

under cons iderat ion.     

4 .   The learned CIT (Appeals )  d id not  f ind hersel f  in 

agreement wi th  the submissions made by  the  assessee.   She 

observed that  though the assessee  has  duly  submitted Form 

No.10 and has not  spent  85% of  the  receipts and is  a lso 

registered society  under  sect ion 12AA o f  the  Act ,  st i l l  the 

submission of  Form No.10 is  not  only  a  technica l  requirement 

but  in  a  way Form No.10 is  in  the  nature  of  seek ing 

permission of  the  Assessing  Of f icer  to  accumulate  the  sum so 

ment ioned and the spec i f ic  object ive  for  which the  assessee 
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proposed to  accumulate  such funds.    However,  in  the  present 

case ,  the assessee has stated the non-spec i f ic  object ive  for  

accumulat ion and these ob ject ives  are  genera l  in  nature.   

Though the  sum has been deposi ted  in an account  maintained 

with  SBP as  mentioned in  the  audi ted ba lance sheet  o f  the 

assessee  but  the  stated ob ject ives are  non-speci f i c .    She 

d ist inguished the  cases  re l ied  upon by the  assessee  and he ld 

that  the  case  laws re l i ed  upon by the  Assessing  Of f icer  

i .e .Cot ton Text i le  Exports  Vs.  ITO,  4  ITD 642 (Mum Tr ib . )  and 

CIT Vs.  Muthiah Chet t iar  Fami ly Trust ,  245 ITR 400 (Mad)  are 

appl icable  to  the  facts  o f  the  case.    In  this  v iew,  she  he ld  hat  

there is  no  inf i rmity  in the  order  o f  the  Assessing Of f icer  in 

d isa l lowing exemption under  sect ion 11(2)  o f  the  Act  on 

real i z ing that  the  s tated ob ject ives  in Form No.10 are vague 

and histor ical ly  the  surplus  money generated has  a lso  not  

been used for  chari tab le  purposes .  

5 .   Aggr ieved by  the  order  o f  the  learned CIT (Appeals )  

the assessee  has  come up in  appeal  be fore  us.    The learned 

counse l  for  the  assessee  whi le  arguing before  us  stated that  

the assessee  is  a  society registered under sect ion 12A o f  the 

Act  s ince  2005.    The aims and ob jects of  the  soc ie ty  are  duly 

covered under  the  def in i t ion o f  sect ion 2 (15)  o f  the  Act.    

There is  a  provis ion in sect ion 11(2 )  o f  the  Act  that  in  case  

the  assessee  is  not  ab le  to  spent  85% of  i ts  receipts  for  the 

s tated ob ject ives ,  i t  can accumulate  the  same,  the  only 

requirement  is  to  f i l e  Form No.10 before  the  Assessing  Of f icer.    

During  the  year  under cons iderat ion,  the  assessee  has  not  
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been able  to  spent 85% o f  i ts  rece ipts  and Form No.10 was 

duly  f i l ed  be fore the  Assessing  Of f icer .    The  content ion of  the  

Assess ing  Of f icer  i s  that  the  ob ject ives  for  which the  receipts 

had been accumulated as  descr ibed in  Form No.10 are  vague.    

He  drew our  attent ion to  the  copy o f  Form No.10,  whereby the 

ob ject ives  for  which accumulat ion was sought  for  is  s tated to 

be  “salary of  sta f f  and wel fare o f  pat ients” .    Further,  our 

attent ion was inv i ted  to  the  ob ject ives  o f  the  trust  as  s tated 

in  the  bye  laws o f  the  assessee  society.   The re levant  port ion 

o f  the object ives reads as under :  

i)  "To hire staff for enabling M/s Rogi Kalyan Samiti, Dr. R. P. Medical 

College, at Tanda to meet its obligations besides strengthening the staff 

positions in all categories. 

 
ii)  This will be a charitable Samiti and all the income generated 

by the Samiti will be utilized for the welfare of the patients" 

  These ob ject ives have also  been reproduced by  the 

Assess ing  Of f icer  in  h is  order  at  para  6.    S ince  f i rst  object ive 

as  stated hereinabove  is  to  h i re  the  staf f  and second 

object ives  is  that  o f  wel fare  of  the  pat ients .   In  v iew o f  the 

same i t  was argued that  there  is  no  vagueness  in  the  

ob ject ives  s tated in  Form No.10.   The main object  of  the 

assessee  soc ie ty is  to  h ire  s ta f f  for  enabl ing  i t  to  apply  i ts  

income for  the wel fare  of  the pat ients.   There  can be  no 

vagueness in  the  object ives stated as  “sa lary  of  s ta f f  and 

wel fare  o f  pat ients” .    I t  was fur ther  s tated that  the  hi r ing  o f  

addi t ional  s ta f f  a longwi th the ir  maintenance i .e .  payment  o f  

sa lary  and wel fare  of  pat ients  is  one  of  the  general  object ives 
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of  the  assessee society.   The purpose of  accumulat ion stated 

as  above  cannot  be  said  to  be non-spec i f ic .   Re l iance  was 

p laced on a  number  of  judgments,  part icular ly  the  fo l lowing 

judgments :  

i )  CIT Vs .  Hote l  and Restaurant Associat ion,  261 ITR 
190 (Del )  

i i )  D irector  o f  Income-tax  (Exempt ion)  Vs .  Daulat  Ram 
Educat ion Society,  278 ITR 260(Del )  

i i i )  Bharat  Kr ishak Samaj  Vs .  Deputy  Director  o f  
Income-tax  (Exemption) ,  306 ITR 153 (Del )   

i v )  Director  of  Income-tax  Vs.  Mi tsui  and Co. 
Environmenta l  Trust ,  303 ITR 111 (De l )  

v )  Bharat  Kalyan Prat is than Vs.  Director  o f  Income-tax 
(Exemption) ,  299 ITR 406 (Del )  

  These cases were  c i ted  to  emphasize  the  fact  that  

even i f  no  speci f i c  purpose  for  accumulat ion is  spec i f ied in 

Form No.10 i f  the  object ives are  same as  the  ob ject ives of  the  

assessee  soc ie ty are  as per bye laws on the  bas is  o f  which 

registrat ion under  sect ion 12A of  the  Act  has  been granted to 

the assessee ,  the  accumulat ion so  sought for  cannot be 

denied.    On the issue o f  excess  prov is ion o f  Rs.4 ,85,00,000/- 

made for  the  payment of  sa lary  in  the  next  year as  raised by 

the Assess ing  Of f icer ,  i t  was c lar i f i ed  that  in  the next  year  the 

society  has  proposed to  star t  a  Super  specia l ty  serv ices  in  the 

Medica l  Col lege  and appointments  of  higher  pa id  doctors  were 

a lso  to  be  made,  therefore,  in ant ic ipat ion more  funds were 

required in  the  next  year.  The accumulat ion o f  unspent 

port ion o f  the  receipts  was earmarked for  the  sa id  purpose.   

In  v iew o f  these submissions,  i t  was prayed that  the  act ion of  

the Assess ing Of f icer  may be held  to be inva l id.     
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7.   The learned D.R.  re l ied upon the  orders of  the  

Assess ing Of f icer  as  wel l  as  o f  the  learned CIT (Appeals ) .    He 

a lso  placed re l iance  on the  judgment  of  Hon'ble  Calcutta  High 

Court  in  the  case  of   Director  o f  Income Tax (Exempt ion)  Vs . 

Trustees  o f  Singhania  Chari table  Trust ,  199 ITR 819 to  the 

e f fec t  that  for  a  chari table  t rust  to  be e l ig ib le  for  

accumulat ion of  income beyond the  previous year  under 

sect ion 11(2 )  o f  the  Act ,  the purpose  o f  such accumulat ion 

must  be spec i f ic .    In  th is  v iew,  i t  was prayed that  the  orders 

o f  the  Assessing Of f icer  and the learned CIT (Appeals )  be  he ld 

as  per  law.  

8 .   We  ha v e  he a rd  t h e  l e a rn ed  r e p r e s en t a t i v e s  o f  

b o t h  th e  pa r t i e s ,  p e ru s ed  t h e  f i n d i n g s  o f  t h e  au tho r i t i e s  

b e l ow  and  c ons i d e r e d  th e  ma t e r i a l  a v a i l a b l e  on  r e c o rd .    

Th e  on l y  i s sue  t o  b e  d e c i d ed  by  u s  i s  t ha t  whe th e r  i n  t h e  

g i v en  f a c t s  and  c i r cums tan c e s ,  t h e  a s s e s s e e  h a s  

a c cumu la t ed  t h e  f und s  a s  p e r  l aw .   Th e  und i s pu t e d  f a c t s  

o f  t h e  a s s e s s e e  a r e  t h a t  t h e  a s s e s s e e  s o c i e t y  i s  r e g i s t e r e d  

unde r  s e c t i o n  12A  o f  t h e  A c t ,  h en ce  i s  e l i g i b l e  t o  g e t  

e x emp t i on  unde r  s e c t i on  11  o f  t h e  A c t .      H owe v e r ,  du r ing  

t h e  y e a r ,  t h e  a s s e s s e e  c ou ld  n o t  u t i l i z e  f unds  t o  t h e  

e x t en t  o f  85%  and  t o  c omp l y  w i t h  t h e  r e qu i r emen t s  o f  

s e c t i o n  11 ( 2 )  o f  t h e  A c t ,  i t  f i l e d  F o rm  No .10  b e f o r e  t h e  

A s s e s s in g  O f f i c e r ,  s t a t i n g  t h e  o b j e c t  f o r  a c cumu la t i on  o f  

f unds  a s  “ s a l a r y  and  we l f a r e  o f  p a t i e n t s ” .    On  p e ru sa l  o f  

t h e  b y e  l aws  o f  t h e  a s s e s s e e  s o c i e t y ,  w e  s e e  t h a t  h i r i n g  o f  

s t a f f  and  u t i l i z a t i o n  o f  f und s  f o r  w e l f a r e  o f  p a t i e n t s       
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are  two objects  o f  the  society.    Therefore,  i t  cannot  be  sa id 

that  the  ob jects  which are  s tated for  the purpose  of  

accumulat ion of  funds under  Form No.10 are  outside  the  

ob jects  as  provided in  the  bye laws o f  the  soc ie ty.    The  

content ion of  the  Assessing  Of f icer  i s  that  these  objects  are 

too  vague and are  not  spec i f ic .    We do not  see  any reason for  

not  grant ing  assessee  the  benef i t  o f  such accumulat ion g iven 

the fact  that  the  accumulat ion is  sought for   the  purpose  o f  

i ts  ob jects on the  bas is  o f  which i t  was granted reg is trat ion 

under sect ion 12A o f  the  Act .    We do not  even f ind the  objects  

s tated in  the  Form No.10 too  vague e i ther,  as these  are  the 

ob jects  as  per  the  bye  laws.    Admittedly,  the  ob jects  stated in 

Form No.10 are  not  e laborate ly  s tated,  but  that  cannot  be  the 

reason to deny the sa id  benef i t .   Our  v iew gets s trengthened 

by  the  judgment  o f  Hon 'b le  De lh i  High Court  in  the  case  o f   

CIT Vs .  Hote l  & Restaurant  Assoc iat ion (supra) ,  on which the 

learned counse l  for  the  assessee  p laced re l iance.   In  that 

case ,  the  object  s tated for  accumulat ion was to  apply  the  

funds in  next  years  to  achieve the  ob ject ,  for  which i t  had 

been incorporated.   The Hon'ble  High Court  held as  under  :  

“Held, dismissing the appeal, that it is true that specification of 

a certain purpose or purposes was needed for accumulation of 

the trust's income under section 11(2) of the Act. At the same 

time the purpose or purposes to be specified cannot be beyond 

the objects of the trust. Plurality of the purposes of 

accumulation is not precluded but it depends on the precise 

purpose for which the accumulation is intended. In the present 

case, both the Commissioner (Appeals) and the Appellate 

Tribunal had recorded a concurrent finding that the income was 

sought to be accumulated by the assessee to achieve the object 
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for which the assessee was incorporated. It was not the case of 

the Revenue that any of the objects of the assessee-company were 

not for charitable purpose. The finding by the Tribunal was 

essentially a finding of fact giving rise to no question of law.” 

In  another  case o f  Delhi  High Court  in  DIT (Exemption)  Vs .  

Daulat  Educat ion Soc ie ty  reported in  (2006)  278 ITR 260 

(De l ) ,  i t  i s  he ld  that  detai ls  o f  p lan to  be  g iven is  not  

necessary,  i f  the  purpose  speci f i ed  is  in  consonance wi th  the 

ob jects.   The judgment  of  Hon 'ble  Calcut ta  High Court  in  the 

case  o f  Trustees  of  S inghania Chari table  Trust  ( supra)  as 

re l ied  upon by the  learned D.R.  i s  dist inguishable  on facts  as 

in  that  case  al l  the  objects  as  per law of  the assessee  were 

spec i f i ed as  the purpose  o f  accumulat ion,  which is  not  the 

case  o f  the present assessee .  

9 .   In  v iew of  the above ,  we f ind that  there  is  no  

vagueness in  the  purposes  speci f i ed  by  the  assessee in  Form 

No.10.  

10.   The other  issue ra ised by  the  Assess ing  Of f icer  to 

deny the  benef i t  o f  accumulat ion is  that  the  assessee  has  

enough funds for  the  purposes  of  salary  to  be  paid  in  the  form 

o f  grants  rece ived from the  State  Government  as  we l l  as  the 

unut i l ized  amount  of  grant  so  received by  the  assessee.    The 

assessee  has  duly  g iven i ts  explanat ion for  need o f  such huge 

amount  in  future  years  as  i t  has  plans to  have  same super  

spec ia l ty  fac i l i t ies  in coming year .     However,  we f ind that  the 

issue of  such ava i labi l i ty  o f  funds or  need for  such huge funds 

in  future  are  not  re levant  for  the  purposes  of  grant ing  benef i t  
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of  accumulat ion o f  income.    The provis ion  o f  sect ion 11(2 )  o f  

the  Act  provides  to  g ive  assessee  the  benef i t  o f  such 

accumulat ion on the  compl iance  o f  two condi t ions  stated there 

in  c lause (a )  and c lause  (b ) .    C lause  (a )  provides to  g ive  the 

not ice  to  the  Assess ing  Of f icer  in  the  prescr ibed manner 

s tat ing  the  purpose .   That  manner  has  been prescr ibed in 

Rule  17 of  the Income Tax Rules .   C lause  (b )  prov ides  to 

invest  the  said  funds in  modes prescr ibed.    Further  Rule  17 

prov ides  the not ice  to  be  g iven to  the  Assessing Of f icer  in 

Form No.10 be fore the  expiry  o f  t ime a l lowed for  furnishing 

the re turn o f  income under  sect ion 139(1 )  o f  the  Act .    I t  i s  

not  the  Assessing  Of f icer ’s  case  that  the  assessee  has  not 

compl ied  wi th  any of  these  condit ions.    His  only  concern is 

the avai labi l i ty  o f  a  huge amount of  funds for  the  said 

purpose.   The Assessing  Of f icer  in  this  regard has  to  conf ine 

h imsel f  to  the provis ion o f  the  Income Tax Act  read with  the 

Income Tax Rules  only.   The Assessing  Of f icer  does not  have 

any prerogat ive  to  comment  on the  way the  act iv i t i es  are  to  be  

carr ied on by  the  assessee .    How much funds are  needed for 

which purpose  and how funds are  to  be  used for  di f ferent 

purposes  is  none of  the  Assessing Of f icer ’ s  concern.    I t  is  

only  assessee ’s  own way of  funct ioning .    The Assessing 

Of f icer  cannot  s i t  on the  armchair  o f  the  assessee  to  decide 

a l l   these  things,  g iven the fact  that  the  Income Tax Act  does 

not  g ive  him any such power .    Whether  the  assessee  is  

rece iv ing excess grant  or  whether  i t  i s  in  need o f  such grants 

may be  the  concern of  the  grant ing authori ty  or  that  the 

assessee ,  but cer tainly not  o f  the  Assess ing Of f icer .  
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11.   In  v iew o f  the  above ,  we f ind that  this  issue ra ised 

by  the  Assessing Of f icer  to  be  not  re levant  for  g iv ing  benef i t  of  

accumulat ion.    We hereby d irect  the  Assessing  Of f icer  to  g ive 

assessee  the  benef i t  o f  accumulat ion of  funds as  provided 

under sect ion 11(2)  o f  the  Act .  

12.   In the  resul t ,  the  appeal  o f  the assessee is  a l lowed.  

 

Order  pronounced in  the  open court  on th is  15 t h           

day  o f  October,  2015.  

  
 
                 
        Sd/-         Sd/- 
(H.L.KARWA)              (RANO JAIN)   

  VICE PRESIDENT                   ACOUNTANT MEMBER 
    
Dated : 15 th October, 2015 
 
*Rati* 
 
Copy to: The Appellant/The Respondent/The CIT(A)/The CIT/The DR.  

 
Assistant Registrar,  
ITAT, Chandigarh 
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