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आदेश/ORDER 

Per Annapurna Gupta, Accountant Member: 

The above appeal has been preferred by the Revenue 

against the order of the Commissioner of Income Tax (Appeals),  

Panchkula [( in short referred to as ‘CIT(A)’ ]  dated 12.03.2019 

relating to assessment year 2014-15, passed u/s 250(6)) of the 

Income Tax Act, 1961 (hereinafter re ferred to as ‘Act’ .   

The Revenue has raised the following grounds of appeal: 

“ i .  That  on the  f acts  and in  the  c ir cumstances  o f  the  
case ,  the  Ld .C IT (A )  has erred in  law in  a l lowing  the appeal  
of  the  assessee by al lowing exempt ion o the  assessee  u/s  
11/12 of  the  Income  Tax Act desp ite  the  fact  that  the  
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act iv it ies  o f  the  assessee were no t cove red u/s 2 (15)  o f  the  

Act.  

i i .  That  on the  f acts  and in  the  c ir cumstances  o f  the  
case ,  the  Ld .C IT (A )  has erred in  law in  a l lowing  the appeal  
of  the  assessee  ignor ing  the  f ac t  that the  donat ions  
amount ing  to  Rs .13, `8,82 ,040/-  were  not co rpus donat ions  
as  the  same  were  rece ived without  any spec if ic  d irec t ion.  

i i i .  That  on the  f acts  and in  the  c ir cumstances  o f  the  
case ,  the Ld.C IT (A)  has e rred in law in  al lowing  the c la im o f  
cap i ta l  expenditu re  incurred dur ing  the  year to  the 

assessee  ignor ing that the exempt ion u/s 11/12 of  the Act  
was  r ight ly  denied to  the  assessee .  

iv .  That  on the  f acts  and in  the  c ir cumstances  o f  the  

case ,  the  Ld .CIT (A)  has e rred in  law in  de le t ing the  amount  
of  Rs .12 ,35 ,40,420/-  assessed by  the  AO al lowing  
exempt ion to  the  assessee u/s 11/12 o f  the  Act wh ich  was  

r ight ly  denied by the  AO.  

v.  That  the  appe l lan t craves to  leave ,  add or  amend any 
grounds o f  appeal  on or  bef ore  the  appeal is  heard or  

d isposed o f .”  

2. As is evident from the perusal of the grounds above, the 

grievance of the Revenue in the present appeal is against the 

order of the Ld.CIT(A) in allowing the assessee’s claim of 

exemption u/s 11/12 of the Act, allowing its claim of  corpus 

donations amounting to Rs.13.18 crores and further in allowing 

the claim of capital expenditure incurred by the assessee on 

acquisition of land under the provisions of section 11/12 of the 

Act. The issue involved in the present appeal therefore relates 

to the provisions under the Income Tax Act which grant 

exemption to  incomes of charitable trust. 

3. The brie f facts relating to the case are that the assessee 

society is registered under the Haryana Registration and 

Regulation of Societies Act and has also been granted 

registration as a charitable trust by the Commissioner of 

Income Tax, Panchkula under section 12A of the Act, vide order 

dated 17.9.2007. During  assessment proceedings for the 

impugned year, the AO noted that the aims and objects of the 

assessee society were of general  nature and did not point to  
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any specific limb of charity as prescribed u/s 2(15) of the Act . 

He also noted that the society was  preaching sermons through 

satsang, etc. and its main expenditure was towards lungar 

expenses, satsang expenses, honorarium sevadars and that its 

receipts  were only in the form of donation on account of 

rel igious preachings. The AO after considering all these aspects 

held that the assessee was not el igible to exemption u/s 11/12 

of the Act and denied the same to the assessee. The AO further 

noted that the assessee had shown receipts of corpus donation 

amounting to Rs.13,18,82,040/- alongwith other donations and 

had not  re flected the same in its income and expenditure 

account. He further noted that the assessee had purchased 

several pieces of land during the year in cash and had claimed 

util ization of the same u/s 11/12 of the Act. The AO made 

enquiries vis-à-vis corpus donation received and found there 

was no specif ic direction from the donors for treating the 

donations as towards corpus of the assessee society, in the 

confirmations submitted by the assessee. Accordingly, he held 

that the donations did not quali fy as corpus donation.Further 

the AO held that since the assessee had claimed uti lization of  

the same for purchase of land, the assessee did not fulf il l  the 

conditions prescribed u/s 11/12 of the Act to avail  the same. 

He accordingly, treated the entire corpus donation as the 

income of the assessee and further denied the claim of 

util ization for purchase of land to the assessee. Accordingly the 

AO assessed an amount of Rs.12,35,40,420/- as income of the 

assessee l iable to taxation.  

4. Before the Ld.CIT(A)  detailed arguments were made by the 

assessee, reproduced at para 4.3 of the order, after considering 

which the Ld.CIT(A) al lowed the assessee’s appeal in entirety, 

including its claim of exemption u/s 11/12 of the Act, the 
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treatment of its donations claimed as corpus donations and the 

claim of uti l ization of donations for purchase of land. 

5. Aggrieved by the same, the Revenue has come up in appeal 

before us. 

6. In ground No.1 the Revenue has challenged the allowance 

of claim of exemption u/s 11/12 of the Act by the Ld.CIT(A),  

despite   allegedly the f indings of the AO that the activities of 

the assessee were not charitable. 

 The findings of the Ld.CIT(A) allowing the above claim of the 

assessee are at para 4.4 of the order, which are reproduced 

hereunder: 

“4.4  I  have  pe rused the  r ival  content ions  and the  var ious  
documentary ev idences  submit ted  in  the  appe l late  proceedings in  
the form of  A ims & ob jec ts  and Rules  and Regu lat ions  of  the  
appe l lant  Soc ie ty,  the  l is t  o f  donat ions ,  rece ip t  vouchers  & 
records o f  corpus as  wel l  as   general  donat ions  main tained  by the  

appe l lant ,  cop ies  o f  conf irmat ions  f rom donors  and assessment 
orders  o f  var ious  years ,  al l  o f  wh ich were  also  produced before 
the AO dur ing  assessment proceedings  and the  var ious  case  laws  
re l ied upon by the  appel lant .  Af ter  cons iderat ions  of  al l  the  facts  
and c ir cumstances  and ev idences  on record ,  I am o f  the  
cons idered op in ion that  the  appe l lan t ’s  submiss ions against the  
add it ions  made in  the  assessment o rder and its  re l iance on 

var ious  jud ic ial  dec is ions  as  e laborated in  i ts  submiss ions  has 
mer it .  The  appe l lant  Soc ie ty is  a re l ig ious  cum char itab le  soc ie ty 
which was  granted reg is t rat ion u/s 12AA of  the  Act  w.e .f .  A.Y.  

2006-07 v ide order  of  CIT ,  Panchku la dated 17.09 .2007 af ter  due  
cons iderat ion g iven  to  a ims  and ob jects  o f  the  soc ie ty.  The 
reg is t rat ion has no t revoked . The exemp t ion u/s 11 has  been 
a l lowed in  prev ious  as  we l l  as  subsequent assessment years  
where  orders  u/s  143(3)  were  passed af te r  scrut iny  and 
char itab le  nature  o f  ac t iv i t ies  has been accep ted by the  AOs. The 
fac ts  of  the  curren t years  in  appeal  with  respect  to  nature o f  

act iv it ies  are  no t any d if feren t f rom ear l ie r  or  subsequent years .  
The soc ie ty has ut i l ized the  general  donat ions  and o ther  rece ip ts 
for  a ims  and ob jec t ives  g iven in  memorandum of  assoc iat ion o f  

Soc ie ty for  wh ich  reg is t rat ion was  granted i .e  by incurr ing  
expenditure o f  Rs .20,02,167/-  on runn ing  o f  schoo l ,  
Rs .18 ,67 ,527/-  on  char itab le  act iv it ies of  running  medica l  camps 
and o ld age  homes which canno t be  denied to  have no t  been 

incurred f or  the purpose  o f  educat ion,  med ical  re l ie f  and re l ief  to  
the poor .  The  appe l lant  has also r igh t ly c la imed that lungar  
expenses are  ano ther name f or  prov is ion o f  f ood to  at tendees of  

med ical  camps , o ld age  homes and Manav  Seva Kendra Satsangs 
and susp ic ion o f  AO in  th is regard is  unfounded . No  o the r  
expenditure in  v io lat ion  o f  A ims  and ob ject ives has been po inted 
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out by the  AO. Fur ther I f ind that  the  AO has e  en contradic ted  

h imsel f  and al lowed  exempt ion u/s 11 w. r . t  revenue expenditure  
in  computat ion  of  income. There f ore  on facts  and c ircumstances  o f  
the case  and P r inc ip le  o f  cons is tency,  i t  is  he ld  that  the  appe l lan t  

soc ie ty is  e l ig ib le  f or  exempt ion  u/s 11 of  the  IT  Act . ”  

7. We do not find any infirmity  in the order of the Ld.CIT(A) .  

We f ind that the Ld.CIT(A) on appraising all  the evidences 

placed before him has  arrived at the f inding that the assessee 

is el igible for exemption u/s 11/12 of the Act.The Ld.CIT(A) has 

noted that the assessee had been granted registration as 

charitable society u/s 12A of the Act on the basis of the same 

aims and objects which the AO has now found to be not in the 

nature of charitable as defined u/s 2(15) of the Act. He has 

also noted the fact that this registration has not been revoked 

ti l l date. The Ld.CIT(A) has also found that the assessee has all 

along been allowed exemption u/s 11/12 in scrutiny 

assessment in the  past and subsequent years also.  He further 

also  has noted that there is no change with respect to the 

nature of the activities  in the impugned year as compared to 

the earl ier and subsequent years. Even otherwise on merits, the 

Ld.CIT(A) has noted the fact that the assessee had been 

incurring expenditure of Rs.20,02,167/- on running of school 

which being for the purpose of education qualif ied as charitable 

activit ies u/s 2(15) of the Act and has spent Rs.18,67,527/- on 

the activities of running medical camps and old age homes 

which also qualif ied as charitable activities in the nature of 

medical rel ie f to the poor u/s 2(15) of the Act. He has also 

noted that the lungar expenses are merely provision of food to 

the attendees of medical camps,in old age homes and Manav 

Seva Kender. The aforesaid facts have remained uncontroverted  

before us. Moreover, the Ld.DR has been unable to point out 

any infirmity in the same. In view of the same and on 

considering the factual f indings of the Ld.CIT(A),  we hold that 

there is no infirmity in the order of the Ld.CIT(A) holding the 

assessee as carrying out charitable activities within the 
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definition of the same u/s 2(15) of the Act and el igible for 

exemption u/s 11/12 of  the Act. Ground No.1 raised by the 

Revenue is,  therefore dismissed. 

8. In ground of appeal No.2 the Revenue has challenged the 

order of the Ld.CIT(A) holding that the corpus donation claimed 

by the assessee quali fied as such. The relevant findings of the 

Ld.CIT(A) in this  regard, we have noted are at paras 4..6 and 

4.7 of the order as under: 

“4.6   Regard ing  the  issue  of  c la imed corpus donat ions  o f  Rs .  
13,18,82 ,040/-  rece ived f or  the  purpose  of  land f or  se t t ing  up 
Manav  Seva Kendra across  the  country ,  wh ich were  t reated as  

normal  donat ions and added to  the rece ip ts  o f  the  appe l lant  by 
the  A .O ,  I  f ind  upon perusal  o f  submiss ions  o f  appe l lan t  and 
the  ev idences  p laced on  record that  the  content ion o f  the  
appe l lan t carr ies  mer it  and the  A .O . has made contradic tory 
statements  and not cons idered the  submiss ions o f  appe l lant in  
to tal i ty  in the  assessment order .  The appe l lan t has submit ted 
that  corpus donat ions  co l le c t ions  for  land was s tar ted  dur ing  

the  year  as  per  reso lu t ion  o f  the  General  Body  for  the  
purpose  of  purchase of  land to  be  used for  cons truct ion of  new 
old  age homes . ,  hosp ita l/d ispensar ies   and Manav Kendra 
Across  the  country and a l l  b ranches of  appe l lan t soc ie ty were  

inf ormed about rais ing o f  corpus fund f or  land in  the  branches 
and  to  depos i t  the  donat ions rece ived for  the purpose  on 
monthly bas is  to  the   head of f ice  for  wh ich a s ing le  month ly 

rece ip t  was  issued  by head o f f ice .  As  agains t what  has been 
al leged  by A .O. in  assessment order  ,  the  appe l lant  was  
main ta in ing separate  accounts  of  the  corpus donat ion  rece ip t   

and  general  donat ions  and the  audi ted  books o f  account  also  
show the  b ifurcat ion.  I  also  f ind that  i t  is  no t d isputed that the  
donat ions  f or  land were  depos ited in  separate  bank accounts  
des igned  for  the  purpose  and later  FDRs  were  made  to  

main ta in  th is  corpus fund that  was  ut i l ized for  purpose  of  land 
and asse ts  in subsequent years  through  cheques and draf ts .  I  
f ind that  the  appe l lan t has main ta ined separate  books for  the  

general and corpus donat ion.The rece ip t  books used for  corpus  
donat ion were  marked with  s tamp of  “Bhoomi khar idaney hetu 
Dhan Sewa”and rece ip ts  where  no  purpose  has been spec if ied 
and  only ment ion that  amount  is  rece ived towards Sewa,  were  

cred ited under ‘Satsang Sewa’  or  general  donat ion.  This  
rece ip ts  issued show the  purpose  for  wh ich donat ion is  
rece ived .  

4 .7  Fur ther ,  as  exp la ined by appe l lan t in  i ts  submiss ions  
reproduced above ,  out o f  a l is t  o f  10 donors  ment ioned in 
assessment order  whose conf irmat ions  were  sought by A .O,  the  

A.O. se lec t ive ly chose  to  reproduce  conf irmat ions  regard ing  
general  donat ion rece ived f rom two  persons wh ile  ignor ing  the  
conf irmat ions  rece ived f rom the  o the rs who  have conf irmed that  
the  donat ion was made for  the  purpose  of  purchase o f  land. I  
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also  f ind  that  rece ip ts o f  month ly co rpus donat ion co l lec ted by 

branch Mach iwara at  no .931254 dated 09 .06 .2013 wh ich has 
been quo ted by A .O. inc ludes al l  the  de tai ls  o f  names of  
donors ,  the ir  addresses,  mob ile  numbers  and s ignatures  as  

we l l  and A .O has ignored to  ment ion  that  that the  amounts  
rece ived are  shown under the co lumn head ing  ‘Bhoomi Sewa’ .  
S imi lar  rece ip ts  f or  o ther branches at  Bhabat ,  Derabass i,  

Kural i  e tc .  wh ich  were produced bef ore  the  A .O . ,  also show 
that  co l le c t ion has  been ment ioned  under  the head ‘Bhoomi  
Sewa’  and deta i ls  l ike names o f  donors,  v i l lage  and mobile  
number and s ignatures  o f  donors  are  duly f ound main ta ined.  

Thus  i t  is  f ound that  jud ic ial  v iew g iven in  the  dec is ion o f  the  
Jur isd ic t ional  Tr ibunal ’s  order  in  the  case  o f  Shree  Mahadev i 
T irath  Sharda Ma Sewa Sangh (supra)  would  app ly on the fac ts  
of  appe l lan t’s  case and the  rece ip ts  would  qual i f y  as  mee t ing  
the  requ irement f or  a spec if ic  d irec t ion regard ing corpus  
donat ion.  I t  is  a lso no t the case  o f  the  A.O. that  the  appe l lan t  
was  no t ab le  to  g ive  the  par t icu lars  o f  the pe rsons who  have  

donated the  amounts  or  the  donors  were  no t prov ided rece ip ts  
against the ir  vo luntary contr ibut ions  towards the  land fund.  
The donors  were  not  examined by AO to  prove  o therwise .  This  

case  law re l ied upon by the  appe l lan t  suppor t  the v iew that  
once  rece ip ts  are issued showing  the purpose  for  which i t  is  
rece ived ,  i t  would mean that  the  donor  has issued a d irec t ion 

to  ut i l ize  the  amount donated for  the  purpose  and the  law does  
no t con temp late  that  the  spec if ic  d irec t ions  o f  the  donor  shou ld  
be  in wr it ing  only.  Theref ore ,  in  the  absence  o f  any mate r ial  
be ing  brought  on  record by the  AO by any independent  enquiry 

that  prov is ions  o f  sect ion 11(1) (d )  have  been misused by the  
appe l lan t the  den ial o f  corpus donat ions  and the ir  t reatment   
as  ord inary donat ions  based upon  susp ic ion  is  no t warranted 
par t icu lar ly  when the  amount has und isputed ly been used  f or 
the  s tated purpose  in  subsequent years .  Thus re ly ing  upon the  
facts  and  c ircumstances  o f  the  appe l lan t’s  case  as  d iscussed 
above ,  the  mate r ial  on record  and the case  laws  c i ted ,  I  

cons ider that  requ irement  o f  Sect ion 11 (1 ) (d )  o f  the  Act  are  
fu lf i l led by the  appe l lant  and the  impugned donat ions rece ived 
at  13 ,18,82,040/-shal l  f o rm a par t of  the  corpus o f  the  

appe l lan t soc ie ty and t reated as  exempt  u/s 11 (1 ) (d )  o f  the  
Act.  This ground of appeal  is  al lowed.”                  

10. On going though the above we find that the Ld.CIT(A has 

perused the records of the assessee produced before him and 

on perusing the same had given a categorical f inding of fact 

that the corpus donations received were received with the 

specific direction as such. The Ld.CIT(A, we find, has noted 

that there were  separate receipt books for collecting the 

corpus donations which was marked with the stamp “Bhumi 

Kharidane Hetu Dhan Seva” and all  donations collected under 

these receipts had  been categorized as corpus donations by the 

assessee, which amount was kept in a separate bank account, 
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separate from the general donation and also that  FDRs had 

been made from the same which were subsequently used in 

subsequent years for purchase of land through issuance of 

cheques and drafts. The Ld.CIT(A) has also noted the fact that 

the assessee had maintained separate record of general 

donation and corpus donation and that its accounts were duly 

audited. The Ld.CIT(A),  we find, has further noted that the 

observation of the AO that there were no specific directions by 

the donor for treating the donation as corpus donation, was 

based on mis-appreciation of facts since the receipts referred to 

by the AO for basing his observation were  relating to general 

donations and not corpus and donations. 

11. Before us the Ld.DR has been unable to controvert any of 

the above factual f indings of the Ld.CIT(A).  In view of the above 

since we find that the Ld.CIT(A) has given a categorical f inding 

of fact, based on evidences produced before him, that the 

donations shown by the assessee as corpus donations were 

given with the directions that they quali fied as such and which 

was the sole reason for the Revenue denying the claim, we do 

not see any reason to interfere in the order of the Ld.CIT(A)  

treating the corpus donations as such. The ground of appeal 

No.2 raised by the Revenue is,  therefore, dismissed. 

12. Ground of appeal No.3 raised by the Revenue relates to 

al lowance of the claim of the assessee as expense incurred for 

purchase of land as util ization/application as per the 

provisions of section 11/12 of the Act. The f indings of the 

Ld.CIT(A) in this regard allowing the assessee’s claim, we f ind, 

are at para 4.5 of the order as under: 

“4.5  Fur ther  the AO Misd irected h imself  and d isal lowed the  

cap i ta l  expend iture  incurred dur ing  the  year  in  purchase  of  
f ixed asse ts  out o f  income f rom p roper ty he ld under Trus t .  The  
AO is  no t c lear  as  to  the  facts in  th is  respect too .  The purchase 
of  f ixed asse ts dur ing the  cur rent year  is  out of  rece ip ts  of  
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general donat ion sand no t out o f  the  c la imed co rpus donat ions  

which  were co l le c ted  in  the  current year  on ly f or  the f irs t  t ime  
and have been c laimed to  be used in subsequent assessment  
years  and not  in  current  year .  The  appe l lan t is  f ound to have  

separate  accounts for  general  donat ions  and these  have been 
aud ited .  The audited books show separate  b ifurcat ion  of  
donat ions under  general  and corpus donat ions .  There  is  no  

change in  nature o f  the  act iv it ies carr ied  ou t by the  soc ie ty 
f rom ear l ie r  year  and subsequent years ,  as  is  ev ident f rom the  
cop ies  of  returns  o f  income  submit ted  bef ore  the  unders igned 
and  the respect ive  assessment orders  where assessment  has  

been f ramed u/s 143(3)  af ter  scru t iny and exempt ion has been 
al lowed u/s11  and app l icat ion o f  income  on revenue  
expenditure  as  we l l  as  cap ital  expenses has been al lowed.  
There fore ,  the  app l icat ion o f  income of  the  soc ie ty f rom 
proper ty he ld under Trus t has to  be  al lowed  in  respect of  
cap i ta l  expend iture  incurred dur ing  the year out o f  the  rece ip ts  
of  the  appe l lant  while  comput ing i ts  to ta l  income u/s 11 to  
13of  the IT  Act .  Thus these grounds of  appeal  are allowed. 
The AO is  directed to  give rel ief  to  appellant 
accordingly.”   

13. On going through the same, we find that the Ld.CIT(A) has 

noted from the documents and evidences and books of accounts 

of the assessee produced before him that the uti lization by the 

assessee for purchase of land was out of general donation 

received and not out of corpus donation and that the AO had 

misappreciated the facts in this regard while not al lowing the 

claim of  the assessee. The said factual findings of the Ld.CIT(A)  

have not been controverted before us, nor has the Ld.DR made 

any arguments before us as to why the disallowance be upheld. 

The AO, we have noted had made the disallowance noting that 

the same had been made out of corpus donation which did not 

quali fy as such, but since the Ld.CIT(A) has given a finding of  

fact that the investment in land had been made out of general 

donations, which fact has remained uncontroverted before us, 

We see no reason to interfere in the order of the Ld.CIT(A)  

al lowing the claim of the assessee of util ization of amount 

incurred for purchase of land for the purposes of claiming 

exemption u/s 11/12 of the Act. In view of the above, ground of 

appeal No.3 raised by the Revenue is also dismissed.  
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Ground of appeal No.4 is general in nature and needs no 

adjudication. 

14. In the result, the appeal of the Revenue is dismissed. 

Order pronounced on 21/05/2020. 

                   

       

            Sd/-         Sd/- 

      संजय गग�                         अ�नपूणा� ग&ुता          
(SANJAY GARG)             (ANNAPURNA GUPTA)       

�याय�क सद�य/Judicial Member      लेखा सद�य/Accountant Member    

*दनांक /Dated: 21/05/2020 

*रती* 

आदेश क� ��त*ल+प अ,े+षत/ Copy of the order forwarded to : 
1. अपीलाथ�/ The Appellant   

2. ��यथ�/ The Respondent  

3. आयकर आयु-त/ CIT 

4. आयकर आयु-त (अपील)/ The CIT(A) 

5. +वभागीय  ��त�न0ध, आयकर अपील$य आ0धकरण, च2डीगढ़/ DR, ITAT, CHANDIGARH 

6. गाड� फाईल/ Guard File  

आदेशानसुार/ By order, 

सहायक पजंीकार/ Assistant Registrar 
 

 

 

 

 


