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~  [V.D.TULZAPURKAR AND SABYASACHI MUKHART, JI.]  «
LI Nt wealrh"—Valuanan of "net 'pvea."th,, mzder recrran 7 vead with section Z(m)'
- of the Wealth Tax Act, 4957—-—Trearn;-cm of (a) compensarmn améunt recelvisble under -
 the Bilar Lands. Refbrms Act? (5) the debt in the . rature of Agrictliire Incomie
Tax due fo Government, andudeduciible from the recervable compensation; () the
“amowit of money decrees fully attached by Garmsiree orders of compeient court
and (d) c!arms tatder aecrees not yet execited, expiumed
‘ ~ . The : assessee is an mdmdual and his estate stood vcsted inthe State of Blhﬂl‘. T
' “under the Bihat Land Reforms Act, 1950 as and from Ist of Jyly 1952, and he -is

entitled to receive compensailon under the Act from the Govcrnmcnt The assessee

-~ . Guring the relevant assessment years had obtdined twémonetary _decrees from his
debtors, bat the amounfs receivable by the*assessec were attached by two ¥ garmshoc ’

orders issned by the Calcutta High Court on 13th January 1960 and 21st Junc 1961
The assessee also ‘had some ctalm decrees but as thcy were not yet executcd they

" were showa in ‘his book of accounts as still outstandmg The assessee had to pay. -

Agricultural Income Tax to the Government and this debb has.to be dedycted from

the compcnsatlon receivable by the assessee: In these " five amp.:a]r by " certificate of | F

fitness, question arose as to whether the answers of the H]gh Court of Bama given

-+ in the Tax references on the question of correctness of vatuation of the “net wealth™

undcr section 7 of the Wealth iax Act, 195? arecorrect. L

- ~

* The Revenue urged the foi[owiug five propositions:—
~: S . -‘ . ' .

-~ N r

" (1) For the' purposcs of computatron of net-wealih of an assossec each asset .

bclongmg to him and gach debt owed by him has to ‘be valued Separately
~ . .. -

-

) The diﬂ'crcuceibctwccn the aggrcgate value of the assets and lhc aggrc-

" gate value of the debts represents his net-wealth. . ..
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(3) In determining the market value of an asset (o1, the residue of rhe akset
d:zmmshed by an over-riding title on the asset ltsclf) any hablhty or debt
incurred in relation to it has to be ignored as the debt or l!ab:]ny has to
be separate]y evaluated

R i

. .

4) Whati iy the mdrket value of a certain asset or the residue asset as refcrrcd
to above, is-a question of fact, to be  determined ﬁna]]y by the income-tax
Appcllate Tribunal taking into account the relevant evidence and conside-

" rations put. forward by both the sides and the High Court cannet intet-
| fere with such a finding of fact unless it 'is found to be based on irvelevant
., consideration or is arrived at by ignoring relevant evidence. \"

‘-‘ : ‘ . . \ ' /

(5) When the debt is representcd as an asset, its market value has to be deten-
mined in the same fhanoser as the market value of any othér asset irres-
pective of the fact whether such an asset-debt is encumbered by another
debt owed from the assessee, because the lator-mentioned debi can quahf y
© for deduction' at its- markct value mdcpcndcnt]y

] . . - e

Dismissing, the appeals_the Court,

HELD: 1.1, Sectlon 7 and 2(\/[) of the Wca]th Tax Act ]957 1hougn must
be read harmeniously, apply at (wo different stages. Section 7  deals with the esti-

mation of the market value of the asset, while section 2(M) enjoins that frohi the .-

same, the debt ownéd by the assessee fo be deducted. The debts may .be deducted
from the value of assets But the valuationyof an asset hos to be dene in lerms of
Section 7(1) taking into considerations all-the hazards including the possibility of

. anamount on account of debt being deducted from the value of the asset is a factor .
" which. witl mﬂue«nce a prospective bu¥er in the open mmker dcpcnding upon -the

facts and cnrucumstances of e"lch case. {633-EF]

1.2, £ Agricultural income tax dues from the assessce w}{ich are deductible
from tha compensation under Section 4(¢) of the Bihar Land Reforms Act, 1950,
if the same has not been deduéted befors the issuc of the compensation bond,' then
the possibility and the hazard of its being duducted from the~compensation involveds
is a factor which has to be taken into account in estimating the value of the right,
of compsnsation for the purpose of estimating the net wealth of the assessee on the
vatuation date’ under the Wealth Tax Act. The arrears of agncultural income-tax
is not to. bé deducted from the net wealth as such but is a factor which wmmg pur- =
chaser will take into consideration in estimating the value of these assets and that
is a factor ‘which should be taken into consideration, The Trlbuml will estimate’
the value taking into consideration the possibility of deduction on account of the
Hability of the ass.mec on account of agncultural income-tax if it had not been
already deducted in accordance with the prowvisions of the Act and determine’ the
net value ‘of the assets of the assassee, accordmr-ler [629_A-D]

- '
g
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21, If there is an asset whrch is subjcct to ccrtam hazards mcludmg the lmbl- '

lity-of certain debt to be deducted from  the said asset, then that factor would. be .

a relevant factor diminishing the marhet valie of the asset in open market and has '

'to be est!matcd tdkmg into consideration that factor. [6’%3D] d

—

2, 2 Merely because the aSscsscc had shown the full decretal amounts in hlS
books as still duc, would. not ipso facte lead | to the conclusion that they should be
valued at those suns without taking into consideration the hazards of reahsanon
‘of thé decroes.  Thiese decrens had not “beert exectited and in the process of execution”
. there may be hazards and the Wealth Tax Officer must .estimate the price- of the
decree by anticipating what a w1]lmg puirchaser would have paid for those decrees
-taKing the hazards'into consideration in open markct on the valvation date and
should estimate the price of the: asset in question accordingly. :[631C-D]

b

2.3. Whan assessee.had z ‘laim decrce against its debtor, thé Wealth Tax

. Officer should ascertain the price that a° rcasonablc person would have paid for it

on the releygnt date, and value in open market ‘considering that this’ claim decree

gan only be satisfied, whally opartly from the compcnsatmn which the dcb?or

‘would receive under the Bihar Land Reforms Act, 1950, The claim decrée is zn

" asset, but-it should be’ valued by estimating what it would fetch in the open’ market
on the’ valuation date taking into consideration all the hazards. [631H, 632A] "

. o R v
L - . ’
. . . 4

)

Mbelongmg to him and sach debt owcd by him has to be valued scpaiatr-]y [632E]
. _l - ‘ - o i N

3.2. The dlﬁ‘crence betwccn thc aggregate value of the assets and the aggrc~
gate ‘value of the debts rcpresents hls net-wealth. ' [632F] '

- Clvie, APPELLATE JURISDECTION ¢ Civil App‘eal‘Nos. ,i233_12_37 of 1973,

Appeals from tI;xe IJdgmenl and Order dated the Sth Mfay, 1972

. -f the Patna High' Court in Tax Cases Nos. 64 to 68 of 1967 T

L .

.

\C Sharma, .B B. Ahuja & Mrss A Subhashmz for the

,Appellant L o B _ . \

‘4 . = . - . ) .

3.1. For the pu1 fposes of computatlon of det-weaith of an assesses each asset -
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PJ&’ Chatter]ee and Rathin Dass for thc Respond.cnt

* The Jodgment of the Court was delivered by ! 1
. ‘ . ‘ @' v e ’ v
' SABYASACH! MugHARJL, J. These appca]s from the ]udgmcnt
- of the High Court of Patna have come to this Court by certificates
granted under Section 29 of the Wealth Tax Act, 1957. The questions t
upon which the certificaies. of fitness of appeal to this Court have been .
granted are question Nos. (2), (3) and (4) in Tax Cases Nos. 64 to 68
of 1067. The qucstlons are as follows . . L -
- - S\

. ' N . - '
< “Question No. 2. Whether, in the facts and circumstances
ef the case, the decrees obtained by the assessee against Shri A.H.
- Lal and Shri D'D. Tulsi for Rs. 1,11,747 and Rs. 51,525 respec- -
" tively, have been valued under the Wealth Tax Act, 1957, by
_ corrcctly applying the provisions of section 9 of the Act for the
purpose of including their values in the net wealth of the assessee? -

Question No. 3—Whether, the sum of Rs. 32,266, the-
amount of Agricultiral income-tax due from.the asessee, falls
- for deduction in hands of the assessee in arriving at his total

. wealth for the years 1957—53, 1958-59, 1959-60 and 1960-61? _}/

‘Question No. 4—Whether, the sums of Rs. 597909 due
- from Tikait Girja = Prasad Singh,%Rs. 40001 due from Sri- ,
*  QGangeshwar Prasad Singh, Rs. 64000 due from Mahanth Maha-
bir Das, Rs. 37773 due from Sri Lakshmi Narain Singh, Rs. 2600 ‘
due from Sri Jamuna Prasad Missir, Rs. 1250 doe fromh Sri
'Sarjug Kumar, Rs. 15344 due from Sri Nandkishore Singh, and -
. Rs. 388760 due from Raja Prithivichand La) Chaughury under
claim decrees obtained against them by fue.assessee under
the Bihar Land Reforms Act are assets of the assessee within
the meaning of Wealth Tax Act, 1957, and have been valued ¢
uader the. said Act by corréct]y applying _:he orovisions of.
scctmu 7 of the Act for the purpose of mc]ud.mg their values
. in 'the net wealth of the assessee™? -



_ » amount of’ agncultural incomé-tax dues from the assessee is a factor "
which has to be taken into accout for valuing the compensatlon pay-
able to the assessee, we have held that agrlcultural income-tax dues -

*
*

.. :é(

L

Regard.mg Questlon No 3 Wth]‘l is the question wheiher tthe
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from the assessee which are deductible from the compensation under ,‘.\

" Section 4 (c) of the Bihar Land Reforms Act, 1950, if the same has not
-been deducted before the 1ssue of the compensation bongd, then the

T poss1b1hty and the hazard of its being deducted from the compen-

3

sation involved is a factor which has o be taken into dCCOUHt in esti-
) matmg the value of the right of compensatlon for the purpose of €sti-
mating the net wealth of the: assessee on the va]uatlon date under the
- Wealth Tax Agt. The arrears, of agriculturdl mcome -tax s not t0 be
“deducted from the net wealth'‘as such but is a factor which a willing
purchaser will tdke into consideration in-estimatifig the value of these
assests and that is a factor which should be taken into con%lderdtion

The point has been discussed by this Courtin the case of Commissioner: ©

N\ of Wealth Tax, Bihar, Patna v. Maharajq Kumar Kamal Singh (le ‘
- Appeal Nos. 1238 to 1240 (NT) of 1973). The question, 1s, therefore -

apswered as+the answerer given in the said appeals and the Tribunal

" will estimate the value by taking into cqns1d.erat|on the possibility for

deduction on account. of the liability of the ass¢ssee on account of

-agricultural ncome-tax if it had not been alrcad.y deducted in accot--

dance with- the' provisions of the Act and determme the net value of
.the assets of the assessee, aC(:Oldlngly , o,

* 1

_ These questl%ns are for the weaﬂth tax assessmentf. of the asses- .-
sec for the assessment’ years 1957-58 1958- 59 1959-60, 1960-61 and -

- 1961-62. The assessments involved were for thos¢ years in which the = -
~ relevant valuation dates weke 20th September, 1956, 21st March, 1958,

21st March, 1959, 21st March 1960 and 20th March 1961 respectwely .

"Inthe ﬁ.rst\year the'assessce had filed return of wealth for Rs. 447065.

" The Wealth Tax Officer, however, determined the total wealth of the

assessee at Rs, 1608863, The Wealth Tax Officer included in the net
wealth of the assessee, various amounts of money due under, the

decrees Wthh the assessee hag obtained against certain debtors, aS'-.

well as ‘the compensation payable to him under the Bihar Land Re-

. forms’ Agt after valuing the bonds. It may be mentioned that the as- '

sessee had appealed to the- Appéllate ‘Assistant Commissioner and

thereafter he” had carried appeals .to the Tribunal also and -

‘had obtained some srelief in the process. For the subsequent’ agsess-

" ment years of 1958- 59, 1959- 60 1960-61 and 1961-62,. smnlar con-.

siderations had come up before the Wealih Tax Ofﬁcer on the assessee
filing separate’ returns and. snm]ar results were followed in each year

-
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th° assessee had clalmed cerfain deducl,ons mciudmg an amount of

Res. 32266 due as agricdltural income tax. The Jater sum has .been - -

K eonSISECnﬂy disallowed, This point we have ‘disposed of in terms of -

- the deeision: of this Comt in Civil Appeal Nos. 1238 to 1240 (NT) of

1973,

: So far as Question No. 2;is concerned whil¢ computing the net
. wealth, the Wealth Tux Ofiizer had included the sums of Rs. 8000 and

"Rs.’13011 for the year 1957—58, due from Sti A.K.Hazra and Sri N,

Sabay respectively, on the basis of ysufructuary mortgatge in favour'

- of the assessee as his assests. On the last point the assessee has obtained

relief from the Appellate Tﬁbunal for the year 1957-58 and for that

reason thess two sums were excluded from the net wealth of the asses- -

see for the subsequent assessment years and that point had given rise

" to the reference in Tax Cases Nos. 23 to 27 of 1966. On the other
' questions raised by the assessee, refercncc in Tax Cases ‘Nos. 64 to
68 of 1967 had arlsen “ :

* Now the facts Ihaterial_ for Questibn No. 2 are as follows:

. N
é . A

’I‘he assessee had obtained civfl courtv decrees for Rs. 11i747 .

and Rs. 51525 against Sri A.H. Laland ShriD.D. Tulsi. The decrees
are still pending execution. In the books of the assessee ‘these iwo

. decretal amounts were shown as tstill outstanding. So far as the decree
_ obtained againdt Shri-D.D. Tulsi, the position seems to be that Tulsi

owed a decree fo the assessee and the assessée owed money to the bank.

~dn gonnection with the decrec obtained against D.D. Tulsi, it had

been contended before the Tribunal that at the instance of: the Official
Liquidator, the Calcutta High Court had 1ssue,fl a Garnishi order on
13th January; 1960 for setting off the assessee 5 hablhty to the Pacific

- Bank and, therefore, the decree- did not represent wéalth which could -
be valued under the Act, 1t was recorded by the Tribunal that the order*

of the Caltutta ngh Court had been passed after the relevant dates .
of thé first three assessment years and, it held that even for the - asscss- .
ment years 1960-61 and 1961-62, the order of attachment could not | .

lnd.lcate that the value of the decree was ‘nil’, as was the assessee’s

* .oase. Hence, the decrec against, St Tulsi was valued by the Wealth

Tax Officer at Rs. 51525.  As regards the decree against Sri AH.

_Lal, the attachment order passed by the Calcutta High Court was on -

21st Fune, 1961, that,is tosay, even afiér the valuation date for the

» -

I
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assessment year 1961-62, Tlie decree was therefore valued by the Wealth
Tax Officer at the figure of Rs.” 111747 1t was™ the contention. of
the assessee that the fwo decrées had been erroneousiy valued and the

+_ principles for. valuation under Section 7 (1)- had ot been followed.

- On the othet hand it was cbntended on. behall of the revenue .that

" decrees had been correctly v::1lue¢;1'1mde1'E Section 7 (2) (a) or the. Act.

. The High Court held and in our opinion rightly that two decrees had

A

:not been.valued under Section 7 (2) of the Act at all and. had been’

. wvalued under Section 7 (1) of the Act.,We are in agreement with the
. High Court that merely becausc the assessee had shown the full decra-
.- tal amounts in his books as stili due, Wou]d. notripso facto lead to the

~g conclusion that they would be valued at those sums without takmg into

© . -consideration the hazards of realisation of the decrees. These. decrees

‘had not been executed and in the proccss of cxecution, there may be _'
- hazards and the Welath' Tax Officer niuist estimate the price of the decree

.‘by anticipating what a willing purchaser- would have pald for those

.. - decrees taking the hazards into comsideration in open market on’ the -

;valuatlon date and should estimate the price of thé asset in question
accordingly. The High Court answercd. this guestion in the negative.
- . Weare of the opinion that in view of the well-settled principles which
e have discussed in the cdse of Commissioner of Wealth Tax, Bihar,

1240 (NT) of 1973, the High Court. was right in its decision’

So far as the Questlon No. 3-is concerned. the same question

‘ {,\_: would have to bt answered in thé manner indicated above and the
' . High Court has-done the same and we affirm the said decision in view -

~of the decnsmn of this Court in Civil Appeal Nos. 1238 to 1240 (NT) -

“of 1973. The facts regarding question No. 4 after taking into conside-

ration staterhent of this-case as ‘also the supplementary statement of

N .the case sent to the ngh Court pursuant ‘to its . dircetions are as.
. follows i :

L o T e

In J‘espect of sums “due. fmm Tikait Glr_]a Prasad Singh, lhe ‘

. High Court-has observed. that assessee was entifled in respect-of the

_ +zamindari compensation of Tikait Girja Prasad Singh which had °
- vested in the Government and the valne of- the compensation had been "
> éstimated 'at* 75 per cent . of  certain, figure. The High Court
' dirécted  that - when assessee had a claim  decree against - its
debtor, the Wealth Tax Officer should_asaertam the price that a reason-

able person would have paid for. it-on the relevant date, - valuation - '

P S

]

" Patng v. Maharaja’ Kumar Kamal Smgh {Civil Appeal Nos, 1238 to,

i
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in op3n market Gonsidering that this claim decree can only be satisfied
“wholly or partly from the compensation which the” debtor would
feceive under “the Bihar Land Reforms "Act, 1950.§ The claim
decree was an asset, the High Court held, but-it was wrengly valued
by the authorities and directéd to be valued by estimating what it would

fetch in the open market on the valuation d'lte takmg into conside- -

ST atlon all the hdzards

, 0n the same principle, the other d.ccrees mentioned in the, qucstlons
haye been disposed: of by the High Court. We are of the opinion that -

in view of the principles discussed by.this Court in the case of Commis- Sy~

- sioner of Wealth Tax, Bihar, Patna ~. Maharaje Kumar Kamal Singh
the High Co!urt was right in its conclusion. Indeed this question was
not seriously pressed before us separatcly

« - : -

We may  reiterate that Jearned counse! for the revenue urged

before us certain propositions, namely: » j L

(1) For the purposes of c‘omputatidn of net-wealth of an asses-
see each asset belonging to him and each debt owed by him
has to be valued sa:parately '

{ 2) The difference  between the aggreagate value eof
the ‘assets and the agregate value of the debts \reptesents his
net-wcalth - , _ .

B

- . - )

A

(3) I»n dctcrrmmnc thc markct valuc of an asset {or the 1csxd"ue
of the asset diminished by an over-fiding title on the asset
itself), any liability or debt umu\rred in relation to it has to
be ignored as the debt or liability has to b€ separately evalua-

" ted. ' - T

~

¥
S

(4) What is'the market value of a ccrtam asset ot ke residue

asset as referred to‘above; is a question of fact, to be deter-

e mined finally by the Income-tax Appéllate Tribunal taking
_ingo account the relevant ev1d.ence and> consid” ations put

-

!

foréwatd by both the sides and the High Cov cannot in-","

".\)J’

b4

e

.
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-

ing reievant cv1dence
S ~

4

'-(5) When the debt is rcprescntcd as amn assct 1ts md.lkCt value -

has.to be determined in-the $ame manner as the. market

valye of any othcr asset lrI’CSchtIVC of the fact.whether such

. an asset- dcbt is encumbered by another debt owed from the
assessee, because the later-mentioned debl can qualify for
! ] .ded.uctmn at its market value mdcpcndent]y

( . ' .

About prop051t10n No. (I) and (2) above, therc cannot be any' N
-d.lspute “But as regards Propos;hon No. (3), as this Court has dlscussed :

in Commissioner of Wealth T ‘ax, Bihar Patna v, Maharaja Kumar

- Ramal Singh, if thcre is an’ asset, whlch is -subject ‘to certain’ hazards
“including the liability. of certain debts to be deducted from the said

fsset, then that factor would be re]cvant factor dlmmlshlng the market

value of the asset in open market and has to be estimated takmg into-

consideration’ that factor. Regardlng Proposition No, (4) it may be
stated that while it is a question of fact but if the Tribunal has arrived

at the conclusion by taking wrong principles mto consideration, then-
“ such a. ﬁnd.mg would not bind the High Court. Regarding Prop051ton

No. (5), it may be stated that (debts may bé deducted from the value
of assets but the' valuatlon of an asset has to be done in terms of Section

‘ £ terfere with such a ﬁndmg of fact unlcss it is found to be .
based. on irreevant conSJderatlon or is amvcd at by 1gnor- ‘

CW.T. V! RAGHUBiR NARAIN (Mukharﬂ, Jy v 633

-

7 (1) taking into considerations all the hazard§ including the possibility

market, dependmg upon the facts and: circumstances of cach case

-
-

- In the aforesaid view of the matter, we affirm the decision of the

*. - High Court in all these points and dismiss these appeals with costs, -~

2

L

a4l
L]

_ofan amount on account.of. debt being d.ed.uctEd from the value of the -
-asset is a factor which will influence a prospectlve buyer in the open .

T



