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-Wealth Tax Act, 1957, £.2m)—Net wealth—=How to compule nef wealth - fér '
wealth tax assessmient—First esiimate value of assets as per s.7(1) and then deduct

" the debts owed by assessee except debts excluded by 5.2(m).—Any factor detracting
" from value of asset which a willing purchaser would pay for. buying that asser in

open market must be, taken tnto gecouns, Possibility of deduction of dues of assessee

“for agrienlinral income-tax from amount of compensation nnder 5.4(c) of Bihar Land

Reforms Act, 1950 i P factor to be taken into consideration in estimating the. vajue of

't_fle right to compensation whicl it would ferch 'if sold in open marker.” - - -

. t
- . .

+ Bitar Land Réjorms Act, 1950—s. 4 () -—':'nrerpremﬁon of.
While computing the net wealth of the - respondent—assessés for purposes
of wealth tax assessmeft under the Wealth Tax Act, 1957, the wealth tax officer -

- included cortain amount 2s the value of the assessee’s right to compensation which
- had acorucd to him on vesting of his estate in the Stite of Bxhar under the Bihar

y—

Land Reforms Act, 1950 on the basis of market value on the valuation date. This -

was contested by.-the assessee on the ground'that affer adjusting his outstanding-
agricaltural income tax liability the compensation payable t6 him was nil. The
. assosses also produced Collector’s letter to show that the amount of compensation
receivable by the assessee would be nil. The Appeallate Assistant Commissioner
agreed ‘with the view of the Wealth Tax Officer. In appeal before the Tribunal the
assessee contended that the unpaid agricultural income-tax as a debt was deductible -
while E:omputing his net weaith. The Tribunal accepting the Revenue’s contention
held that the amounts claimed by the aésessec were not deductible as a debt -under
5.2(m) as -the arrears of agricultural mcome -tax were outstandmg for more than
twelve -months. On a reference being made, a Full Bench of the High. Court was
of the. opinion that the market value of the right of tho assessee to receive ad-interim .
compensation should be delerrhined in view of the provisions of "s.4(c) of the Bihar
_ Land Reforms Act 1950 and held that in the facts and- circumstances of the case as.
nothing was receivable by the assessee from the State of Bihar in view .of the
arrears of ag:aculttllral income-tax, the value of t]'{e assct to the assessee was nil, )
v - L o ' . .

F . . -

W
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At . Hengce this; appeal. ... ' R N o o . A ‘
. Dismissing the appeal, . . -, L L ’

) HELD: For compuling net wealth andsér s.2(m) of the Wealth Tax Act, 1957
there are two differcnt steps. The first and essential step would be to estimate the'
value of the assets in accordance with the provisions of - the Act and the second step
would be to deduct therefrom the debts owed-by the assessee except: the debts €X-
~d cluded by that section. For: estimating the value of the asscts the matcrlal plOV]S!Oll
would be s.7(1) of the Act which renjoins the Wealth Tax Officer to estimate the
g Drice which, in lis opxmon, an assct other than cash woutd- fetch if sold in the open
'- ~* + rharkef on the vajuation ‘date. The Wealth Tax Officer must take into account any
ey - factor ‘which detracts from the value of an asset which a willing purcha‘:er would
: pay for buying that asset in, open market. {643 B -l . . S ’

B

T - A

. Sec‘non 4 of the B:har Land Reforms Act, ]950 dealq with the consequences
of the vesting of* & estate or tenurc in the State fmd stnpuiatcs d]ﬁcrcntconsequenccq
Clause (c) of 5.4 provides that the arrear$ of revenue and cesses remaining lawfully
due in respect of the estats or tenure shall continue to be recoverable in spite ofthe * . .
vesting of the estafe and shall witholt prejudice to any other mode of recovery, be D
recoverablc, when so ordered by the Co!!cctor, by the deduc’non t‘nereof from thc

* amount payable. [642 'GH]

-

* .

~ ) " In the instant case; the possibility of deduction of the dues of the nsscssf:iz‘ror
. agricuttural income tax under s.4(c) of the Bihar' Land Reforms Act from the com- .
v pensation money is a facmr that affects price or value of thé compensation money E T
g {“ -receivable by the assessee under the Bihar Tand Reforms Act and unti! it has been ’
R - _ finally determined that no arrears of aguculturftl income tax is payable at all, will .’ \
4 . * remain a hindrance and the value of which must ke quannﬁed and deducted” before
coe -a p oper esfimate of the value of the asset money receivable by the assessee Is prepa-
< ‘ . red. Exoept in cases wher(, the uestion of arrears of agrlcultural income tax is stiled,
h thisisa factor which goes to the dimination of the value of the asset. To what extent
‘ ~ ‘that would- affect the vatue of the assct is :a matter of quantification. The F
. ) . cburt is not concerned ~with -the’ questlon of . actual quantification.. The *
> Court. is concerncd with ' the question’ whether that factor i Js a matter which -
- ‘ ‘Thas to ie taken iffo™ consideration in estimating the value of the asset in  question.’
.- The court is of the opinion thatitisa factor cmtamiy to'be taken into conslderauan
A in estimating what it would fetch in thc npcn ‘markel” [644 H; 645 A-C] - T

5

)

. .7 . . .
e . . . X -

" h R ) o " ’. , .,V -.G

Thc contentxon that a debt wlnch m not deductible becausc of prows:ons ol

Vi s.2(m) should not Pe faken into con51dera1.1on in estimating the value of an asset =~

~« - isnotacceptable in the facts and c1rcumst'mces of this case. [645F] s

) ‘ A ) - ‘
N )

. E Cwn. APPELLATE JURISDICHON Civil Appeal Nos. 1238 fo 1240 H '
. ,'of 1973. - ' : 2 T
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A *"From the_Tudgment and Order dated. the 17th Septomber, 1071 - #+
of the Patna High Court in Tax Cases Nos 2 0f 1965 and 19 and 20- l

' of 1966, - |

, BB. Ahuja & Ms. A. Subhashini, for the Appellant,

'
¢

Dr. ¥.5. Chitale, and U.P. Singh, for RICSpO]‘I(iCnt. : o T e

- o

! . . ) . ) ~ . .- . w
- The Judgment of the Court was deliveréd by ) : o=
. i o Co-

. SABYASACHI MUKHART, J These appeals by ccmﬁcates arise . -
against 4 decision of the Full Bench of the Patna High Court Several. ¥
. questions were referred to the High. Court of Patna under Section 27 (]) '
- of the Wealth Tax, Act, 1957, hereinafter referred to as the Act. Two
of these questions have been answered against the assessee, one was
held to be not entertainable and one misconceived. The question . |
. answered against the tevenue in that réference before the High Court
was question’ No. (m) mentionsd: m 1hc Judgmcm of B. D. Singh. J.
-and .the question is as follows:— )

& 5

.. ““Whether, on, the facts and circumstances of “the case, M_)'
the Tribunal was right in _including in the assess’s net wealth
a positive fisure, on account of Zamindary compensation
‘ witout taking into consideration the arrears of dgricultural . in-
¥ come tax insttad of taking the figure of compensation receivable

from Government of Bthar at nii¥’. . -
° i #

. - F
~ - : . .

Tn order, to appI‘CCtatC the question, it may be ncessary to refer
to some facts. The question involved before the Full Bench was for
" the assessment years 1959-60, 1960-61, and 1961-62, .corresponding
G . valuation dates of which were the 3Ist October, 1958, 3rd October, -
 '1959 and, 31st October, 19603 The assessee is an individual. His estate
vested in the State of Bihar under the Bihar Land Reforms Act, 1950 .
on‘and from'Lst July, 1952, and he is entitled-to recieve compensation
under the Act from the government. Under Section 3 of the. Act, the - :
"guestion arose about the inclusion in the, assessee’s “net  wealth’ the
value of the estimated amount of compensation receivable’ by him

~
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! - from the Bihar Government under the Bihar Land Reforms Act, 1950. & A

Tn the ass'ESSment year 1959-60, the Wealth-tax Officer estimated the
value at - ‘Rs. 10,25.123 and included it in the net wealth of the
' asscssee, For the assessment years 1960-61" and 1961-62, the assessee -
‘produced o letter from the District Collector; Arrah, to show that the
_assessee is entitled to compensation of Rs. 4,39,713 only. The
Wealth-tax Officer estimated 75% thereof ds the market valu€ of the . B
. right "of the assessee’to recejve the compensatlon Accordmgly he :
R mcluded 1 the assessee’s net wealth Rs. 3,20,784.° Oh appeal, the
- Appelhte Asmst'mt Commlwonr‘r reduced the valuation for the. Ist .
year to-Rs. 3, 29 784. For the next two _years, namely, 1960-61 and
-§ ~ . 1961-62, the Appellatc Assistant Commissioner held that it would‘ _
"be reasonable to est‘imate the market value of the compensation to -
- be’ recewed by the assessee at.65% of the face value : ‘

The assessee preferred appeals before the Appellate- Tribinal
regarding assessments for the aforesaid three years and réiterated his . -
~ L contention that the®right to receive. cnmnersat:on under'the Land D
Reforms Act was not an asset within the meaning of Section 2 (m)
of the Act and could not ‘be included in the assessee’s net wealth, The
o “Tribunal held, that the EStlmatcd amount of “zamindari compensation
- pdvable to the assessee ‘was an‘asset and had 't be included in the
- assessee’s pet wealth. However, it divected the Wealth-tax Officer to
"+ «estimate the value and compenmtlon to be received by the assessee at * - E
\L..,‘GS‘V even for the [st year,i.e 1959~ -60, as \»}19 cone by the Appeflate
- Assisfant Commissioner with régard to the qecond and third yﬁ‘arq ie;
1960 61 and ]961-67 [ : 7 ) . ; o

oy

. . -
N t Thc contentson of the ascssec farther was that the unpa 1d agr[cu!- ~F '
- tural income-tax as.a debt was deductibe whilé computing- his net
- wealth. - His claim was that this debt was Rs. 510,831 in (he
first year, , Rs. 4,76,461.00 in the second_year and - Rs. 4,75,706 in
the third year. A sum of *Rs.- 24,430 bEmg agricultural mccme-tax
) -demand for 1363 fasli was allowed to he deducted by the Wedlt’h-tax: ,
A " OfficeT for ‘the second. and, third yéars? arrears of agricuttural income- G -
tax, ‘the assessee had. produced. Government letter to show that the, '
.- amount of compensation receivable by the assessee would be nil. Accor-"
. ding to the énquiries from the revenue c‘epartmi’nt it ‘also "appCaJ'Ed -
‘that the final conpcnsation money payﬁble in réspect of the assessee’s
- zamindari was less’ ‘than the agricultural jncome~tax dues outstanding J -
aganist him, and-so it was not possible to effect realisation of the dues

. . - v &
“ 4 - . ) . .o

Iz

-
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A of agricaitural income- tax only by adjustment from the final compen— .
' - satidén mwoney. The Tribunal, therefore, held that except Rs. 24,430 o
which was agricultural income-tax demand for 1363 fasti and .which | )
 was allowed to be deducted by the wezalth- tax Officer, the other amo-
unts as clajmed by the assessee were not dednctible as the arrears were o
. outstanding for more than 12 months, in view of tha provisions con- .
B tained under Section 2 (m)of the Act and the Government letter was’ ‘
not at all helpful to the assessee. Then reference was-made to the High - *
Court under Section 27(1).of the Act raising five questions out of wh1ch N

. question No. (m) as set out hcrelnbf—'fore is befare us.
, ) _ .

The questions before the High Court inéIu’ding'the question
which is before us were referred to a Full Bench of the Court and the
reference was disposed of by the “Full Bench of Patna High Court on
17th September, 1971, and the decision is reported in 84 ET.R. p. 240, < .
) D S _— ) T ' s . K

' " . The Ful-Bench deCIded the questlon in issue before us against
‘the revenue and in favour of the assessee holding. thereby that in the
facts and circumstances of the case as nothing was receivable by the
assesseedn view of the arrears of agriaﬂtuml mccmc-hx, the Value of _
the asset to, the aSqessee was nil. o, _ S
Though at one point of time .there was certain controversy as ™~ .
#to whether the righi to receive compensation on the vesting of the .
"~ estate of the appellant in the Government was an ‘asset and as such
‘its value had to bg taken in computing the net value of assets or not,. -
F* . Thereis np doubt. that it is and 1t was not urged before us that it is not v.
an asset. The only questioi, is, how should it be valued. Tt was con-
tended before us that the Act pl’ohibltS setting off -of deductions of -
~debts which are outstanding for more than.12 months on account of -~
" the arrears. of tax on income, agricultural or otherwise. - Therefore
it was urged that if the arrears of agricultural mcmne-tax duc as.in
G this casc-are taken into account against the vajue of the. compensahon N
" receivable by . the assessee, then it would notbe in accordance with -
the scheme of the Act and it would permit defeating the inteéntion of . ¥4
L the legls]ature namely, perm1ttmg deduction of arrears of .agricultural
income-tax outstandlng for more than 12 months by indirect method
'.H ‘which is prohibited directly in terms.of Sectlon 2 (m) (iii) of the Act
This.is the question for our consideration in these appeals h
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— We may at a glance examine the prowsmns of ‘the Blhar Land A
. Reforms Act, under which compensation was paYable to the assessee IR
: - and the vdlue of which was undEr 001131derat10n in this case, Before - '
. wedo that, it is necessary to note the relevant prov:smns of the Wealth-
" Tax Act and to find out the scheme under thé Wealth Tax-Actas to
how the asséts have to be valuev Section 3 of the said Act is the charg- . ‘
“ing section WhICh nnposes a tax for every assessment year in respectof . B
-+ the het wealth on the corresponding valuation date. Section 4 makes - - 7
~ “some deeming inclusion of certain assets as assets-of the assessee. Itis -
_ notnecessary to deal with these in detail biit it may be mentioned. that - .
~ofTertain assets which are not standing in the name of the assessee aro o

. ““included in the net wealth, for example; assets ‘transferréd to spouse o

-or minor child orpartner of a firm etc These deal with the assets whitch. - C-

are not in the name or standing in-the name.of assessee’ but which

really belong to the assessee acc‘nromg to the scheme of the legislation. -

We may note Here asit was convassf‘d before us that under sub-section

(3) of Section 4 of the Act which prowdes that where the value of any

asset is to. be included. in the net wealth of an assessee in accordance .

" with clause (a) of sub- sectlon (1) or sub-section (14), ‘there shall be . D

‘deduced from such value anv debts owing Oll thc vatuation date by '

the t'ransf‘erree mentioned in that clause in so far as such debts are -

referable to such assets; and the provisions of. Sectien 5 sha]l apply
—, " in'reldtion to such assets as if such asfsctq were assets belonging to the
~assessee. Section 5 deals’ with the exemplion of certain’ ‘assets. K
' ‘Section 6 excludes certain- dssats and ‘debts outside’ India! Sect:on E-

) ( 1 is 1mportant which prowd.esl the ‘methed Thow the |is to be o
“assessed. It provades that it shall be estimated to be . “the- price : .
whlch in the opinion of the Wealth-tax O{ﬁcer it would fetch if sold '
in the open market on the valuation.date.” Sectien 2 (m) deals: with

.. - “net wealth” ypon which tax is levied and reads as follows : = .

L}

L o ', T (m)— net wealth” means lhe amount by whtch thc .
B N : \aggrcgate value computed in accordance with the. prowsmns of
R this Act of all the assefs, wherever located, belonging, to the
L Lassessee’ on the valiation date, mcludmg assets required to be
included in his net wealth as.on’ that date under thls Act, is n - G
e - excess.of the aggregate value of all the debts oweq by the nuesse@
W on the va]uatlon date other thanbm- R
(1) debts which -under section 6 arc not to be takes mt@‘ ' .H
account : N . T



*1984(2) elLR(PAT) SC 416

‘

~

. 640 : ,BﬁPREl\_iﬁ COURT REFORTS [1984] 2 s.c.r.

(if} debts-which are sécured on 6r which have been incurred in
-relation to, any property in respect of which wealth-tax is
not chargeable under this Act; and )

~ P
.

- (i) the amount of the tax, penalty or interest apayable incon-

sequence of any ofder passed undet or in pursuance of this -

Act of any law relating to taxation of income or profits,

. or the Estate Dufy Act, 1953 (34 of 1953), the Experiditure
Tax Act, 1957 (29 of 1957) pr the Gift-tax Act, 1958 (18 of

> 1958),— : . -

\

. {a) which is outstanding on the valuation date and:is clai-
¢+ med by the assessee in appeal, revision or other proceed--
ing as not being payable by him; or

{b) which, although not claimed by the assessec as not
being payable by him, is névertheless outnding for
a period of more than twelve months on the valuatlon
/date” -

The main contention of the reyenae is that the amount of tax{ '

penalty ot interest payable in consequence of any order passed under
or m pursuance of the Act or any law relating to. taxdt:on of income
or proﬁts or the Estate Duty Act Wthh 18 outstandmg on the valuation

- date and is claimed by the assessee in appeal, revision or other proceed-
ings as not being payable by him and which, alihough not claimed by

the assessee as not being payable by him, is neVertheless outstanding

for more than twelve months on the valuation date should not be -

considered to be debt entitled to be deducted from net wealth. ‘Net
calth’ as we have noticed means the amount by which the aggrepate
svalue computed in accordance with the provisions of the Act of all
' the assets wherever focated, belonging to the assessee s in ¢xcess of the
aggregate value of all debts excluding the debts mentioned in Section
2 (m) of the Act. Therefore the scheme of- imposition of wealth tax in
case bf an assessee which isnot o company and the present assessee
is nota company ahd the computation of the- wealth tax of an assessee

which is a company might be done under sub-section (2) of Section 7 .

of the Act, must be -done by first esumatlng the value of the assets in
in accordance with the provisions of - the Act. That is the first’ step.

'Therefore the estimation of the value of the assets is first necessary
. 1

. 3

i ¢

e

PN

e

P
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— ., . iIn accordance wii the provisions of the Act. The mater;a] prowsmn . A
of the :Act forthis ourpose in the'said Act would be Section' 7 (1) which i
s enjoins éhc Weath-tax Oﬂicer 1 case of an asset ‘other than cashzto SRR

" estimate the price which, in his opinion, it would fetch 1f sold in- the, .
open market on e valuation date. Therefore the first step in the facts =~
~and circumstances of this case was that the Wealth-tax Officer to esti*
mate the price.which in his opinion the right to compensation of the . B
assessee would fetch if sold in’the open market; and-after determining
the value in the suanner aforesatd to deduct therefrom debts oived by -

' © the assessee excluding however the debts whichrare mentloned. in cIausc B
'*ﬁ‘ (1) (ii) and (m) of Section 2 (m) of the Act . : P

-~ S :
S Keepmg thns schcme of, the Act.in mmd we have to examine -
the nature _of ‘compensation uader Bihar Lant Reforms Act, 1950..
N Section 3 provides' for .the notification vesting an estate or tenure in -
" the State and from'the date specified in the n0t1ﬁcat10n the estatesor .
tenures of a proprietor or tenureholder “gpecificd, 1 in the notification, )
"% will pass on to and become vested in the State., Jtis not disputed that
‘ *~ - in'this case this has happened in respect ofsthe’ property in- questlon /
- ,Sect;on 4 deals with the consequences of the vesting of an estate or
. "™ tenure in the State and stipulates different conseguerftes. We are not I
g really concerned with.all the vatious consequences. We imay, ‘however, o
mention clause (¢} of Sectipn 4 which is important for our present
purpose. It provides as It indicates that the arrears of revenue and E. :
. DESSES remaining lawfully due in respect of the estate or tenure shall :
-+ continue to b recoverable from him in splte of the vesting of the estate” _ -
and shall without_prejudice to any other * modg of recovery, be S
recoverable (emphasis supplied),. when'so ordered by the Collector, - e
by the deduction thereof from the amount payable to such interme-  ~ -
diary under Section 32, Section 32A or Section 33” Reference was
‘... - made to Section 14 which deals with_ provisions relating to certain-
debts of propnetors and tenure-holders. ‘Sections 19, 23 and 24
were also referred to which we do not think are ‘material for our present
purpose. Section 26 onwards deal with the publication of Compen-
. sation” Assessment-rdll. Section 32 provides for the manner of pay-
ment of compensatlon Sectlon 32A prowdes as fol]ows Coox

T

; ‘ s L B C '
. “30A—Where the Compensation Officer considers that
delay is likely to ocour in payment of compensation under section -
32, he may, subject to the provisions of section 32B, pay,in the H.
manner, 20 far as may be applicable, provided in section 32;

T e
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. to the person entitled thereto under this Act a sum not exceeding

fifty per centum of the approximat¢ amount of compensation
payable in him under seCtlpn 32 ca]culatEd in the manger pres-
crnbad in this behalf, ‘ , . :

1984(2) elLR(PAT) SC 416

Provided that, if subsequently itjs found by the Compen-

sation Officer or the Collector that any amount has been paid to -

ar’ly person in excess of the amount payable to hjm undcer section

32 or that the person to whom the aomount has been pald was

ST

not entitled to it under this Act, the amount so paid shall, after ’ﬂr

giving the person concerned a reasonable oppettunity of bemg

heard, be recoverable from him together with interest at 6% pEr o

centum per annum as 1f it were a pubhc demand”.

" Section 40 is also.important and is as follows— =+

“40-—(1) The Collector, the Claims Officer or .the Com-

pensation-Officer may,.at any time either before or after the date -

of vesting, by a written order served in the presecribéd marnner,

‘require any intermediary or any other,person in possession of an’

estate or tenure or any part thereof or any agents or employees
of such intermediary or other person, as the-case may be, to pro-

“duce, ata time and place specified in the order, such decuments, -

or to furnish an afidavit otherwise such mformatlon relating to

any estate ¢r tenure of such intermediary as the Collector, Claims
Officer or the Compensdtion” Officer may, from time io time -
. require fof any of the purposes of thls Act or for giving effect

to any pmvmmn therof.

o
’ t

(2) Where - 'uny Antermediary  or other 'peréonL

referred to in ‘sub-section (1), if so required by-a written order-

of the Collector, fails without sufficient cause, to precuce snuch
docments, or to furnish such inférmation at such time and plac

~ as may be specified in the order, such intermediary or other person,

as the case may be, shall be liable to.a penalty which mayextend
to ﬁfty_rupees for every day afier the expiration .of such time un-

til such documents have been produced or such information has

peen furnished and Such pcnalty shall be realised as a pubhc

' d.emand

K
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: Prowded that where the sum of suclr pcnalty exceeds A
oy T fye hundred rupees, the Collector shall refer the matier to the e

Commlsbloner whose ordms thﬂr&Bon Shd” be final:

. . .
" Provided fuither that the Commissioner may at any time,
o his own motion or on the application of any Intf'lmedlaly,- "B
© revise any order of the Coﬂector imposing any pcnalty and lhe

order of the Commlssmner on rews:on shall be ﬁndl”

R4 -
~ — . i |

4t

\ .
gl Section 33 which provldes fm maklng ad. mterlm payments to
" | proptictors, sub- scctlon (2) of. which contams the followmg ~-C
' .- proviso .. ' ’

A “Prov1ded that the Co!lector shall ‘have the power to - .\

S - refuse, suspend or stop any such ad interim, payfnent in the case -~
* .of any proprietor or tepure-holder who in his opinien has failed o

: Q,or neglﬁctcd. to comply w1th qnyford.er under section 407, D

., ]
Thc Patna High Court was of the opmlon that in view. of the
 facts and spzcially. the letter given by’ the Collector, the market vilue
- of the right of the assessee o recewew ad._interim compensation’ ‘ :
‘ shou]d be determined in vmw of the provmon‘: of Section- 4(0) of - . E-
Bihd.l‘ Land Reforms Act, 1950, and. keeping in .view ' the COIICSPOH‘ -
dence passing befween the collector and the' assessee. It is true, that thc
“~taxing authorily has adopted 65% of the face value of the amount
“ . discounting the reést on account of delayed payment It may be men~
tioned that these compensations were payable in 40 years. That is a .
factor ‘which has to be’ taken into account and discounied but the - F
. 'other vital factor affecting the value.of the asset namely, the liability
and the obligation to have the amount deducted under Section 4 (¢)
.of the Bihar_Land Reforms Act has nof been taken into account At
all.-In case where bonds have been 1ssued after takmg into cons:dera-‘

. .

Y

tion the liability under Section 4 (c) of the Bihar Land Reforms Act - .
- or where hablhty amnder Section 4 (c) has been determined and dedu-« n G-
cted from the compensati‘on in-such a case no question -of deduction IR

.- .on account of the arrears of agncultural incomie-tax mentioned in~ . g
ey Section 4 (c) of the,Bihar Land Reforms Act would. arise but in all/ S
: other cases, thisis a lability, a hazard, a factor,,a clog or a -

]eopardy which detracts from-the value. of the'asset and in esumatmg B
the value whlch .one has to'do on the basm whlch a willing purchaser oowd

oy '
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. of ths asset in quc$tlon

would. pay for buying the said asset in" open market, the Wea]th»ta_x'

Officer must take that factor into account, otherwise it would be an .
urireal estimate. This chance and hazard must influence all buyers,
- . - Fs PR '

td

. There are “two different stages, One is estlmatmn of the value of
the assets and the other deduction theréfrom the debis owed by the
assessee, In last mentioned stage, surély in view of the provisions of
Section 2 (m) , the debt in respect of income-tax which is outstanding
for more than 12 months cannot be deducted. But in estimating the

" value of the assets, this possibility, which is indéed in the nature of an

obligation of the Compensatlou Officer, is a hazard,. a2 clogor a hind-
rance whichif a proper estimate is made under: Section 7 (1) by the

Wealth-tax Officer, he has to take into con&d.em‘uon itis not a que-.
stion of ded.uctmg the-debt but a questi‘on of csumatmn of the valuc'

' \
"® Learned counsel for the assessec drew our attention to the Bci-

sion of this Court in the case of Standard Mills Co. Ltd. v. Commis-
sioner of Wealth- tix, Bombay™ and to Bench decision of the Bombay

' “High Court in the case of Commissioner of Wealth-tax Bombay C:ty 7

v. Pyrshottam N.'dmersey and Another'®. These decisions, in our
apnion, are not relevant at all.. Reliance was also placed on a décison
of,this Court in the casc.of Pandit Lakshmi Kant Jha v. Commissioner

Of Wealth-tax , Bihar and Qrissa®®. This question was not in issuc but

it was reiterated that under the Bihar Land Reforms Act, 1950 as soon _

as the estate or.a temire of a proprietor or tenurp holder vested in the

State, he became entitled to receive compensation. The i ight to receive

compensation from the State was a valuable right. The fact that com-
peonsation was not .payable immediately and its payment might be

~

spread over a period of 40 years would be relevant only for the purpose
of evaluating his right of compensation. The right to receive compen-
.sation -eyen though the date of payment 1s deferrcd is property and

constituted an asset for the purpose of Wealth Tax Act.
' Al . o .

'
i

* We are clcarly of the opinion that the pOSSlbﬂlty of ded.uctlon
of the does of the asscsscc for agriculturdl mcomc tax vnder Section

(1) 63 LT.R. p. 470.
) 71 LLR. p, 180.
(3) 0 LTRY p. 97.

.« . 1984(2) elLR(PAT) SC 416
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4 (c) of the Bxhar Land Reforms Act from the compensatmn money

isa factor that affects price or value of the compensation money recei- -
_ vable by the assessee under ghe Rihar Land Reforms Act and until it

has been finelly determined that no arrears of agricultural inccme tax
is payable at all, will remain a hindrance and the value of which must’
be quantlﬁed and deducted before a proper estimate of the value of the
asset money receivable by the assessee is prepared Except n cases
where. the question of arrears of ‘agricultural income tax is settled,
this is a factor which goes to the diminution of the-value- of the asset.”
To what extent that would aﬂ"ect the value of the asset is a’ mattEr of
\‘quantlﬁcatlon We are not concerned with that question of actual
quantlﬁcation We are concerned - with the. question whether that

factor is a matter which has to be taken into consideration in estimating

the . value of the asset In questiori. We are’ of the opinion that it is‘a

factor cer—tam]y to be taken into consideration in estimating what it .-
, ,Would. fetch in the open market. Tt is.not a case as was contended on

_behalf of the revenue, that this was permitting indirectly deduction of
debt which was prohibited by the legislation. Section 7 and 2 (m) of
-the Act though must be read harmonlously apply to two different’
stages, Section 7 is the estimation of the market value of the asset,

~ section 2 (m) enjoins that from the same the debt owed by the assessee

to be -deducied. Such-debt owed would be computed in accordancc
WIth Section 2 (m) but the estimation of the value- of asset is ‘on the

basis which such asset would, fetch in the.open market takmg mtq/con- ,

51derat10n the view pomt of a w1llmg purchaser.

‘ We must mention that our attention wa$ drawn to certain other
“provisions of the Income tax -Act and also Wealth’ Tax Act and it was

. contended that any debt which is excluded under the prowsmns of -

' Wealth Tax Act cannot be deducted and on the same prmc1ple a
debt which is not deductible. because of provision of Sectlon 2. (m) |
should not be takenrinto c0n51d.erat10n in estimating the value. of an
,asset, We are unable to accept thls posmon in the facts aud c1rcumstan-

© ces of this case. ‘
.Our aitention was drayh to certam otheér. ruies namely, - &

AR'uIe 34 of ‘the Bihar Land Reforms Rules, 1951, We do- ot think it
is. ma.tenal to discuss these rules any further,

.
N

- Inthe vlew wé have taken, we.are of the opinjon that the Full -
" Bench of the Patna. High Court was right in its conclusion. ’Ihe appeals
: therefore fal] and are accordmgly dlSmlSSed with costs; '

¥ . . i - i

;KH.S.K. o A Appeaz';dﬁmzséed.;
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