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e/ ORDER

PER D. KARUNAKARA RAO, AM :

This appeal is filed by the assessee against the order of the CIT
(Exemptions), Pune (in short “the CIT”) dated 28.07.2017 passed u/s 12AA

of the Act, 1961.

2. The grounds raised by the assessee are as under :-

“I1. Commissioner of Income Tax Exemption, Pune has erred both on facts
and Law in rejecting the Registration u/s 12AA under the Income Tax Act,
1961. Appellant prays to allow the Registration.

2. Commissioner (Exemption) has erred in observing that “Present
activities of the applicant lacks Charitable intend and are not genuine to the
extent that they are being run as a regular establishment/ institution without
benefit for weaker sections of Society. Appellant prays to grant registration
as “MANDAL’s” object and activities of the Mandal are within the definition of
Charitable purpose u/s 2(15) of the Act and are eligible u/s 11/ 10 (23C) etc.
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3. Appellant prays to add, alter, amend, modify or withdraw the grounds
as the occasion demands.”

3. At the outset, 1d. Counsel for the assessee read out the order of the
CIT made u/s 12AA of the Act dated 28.07.2017 and submitted that the
CIT rejected the request for registration stating the following (paras 5 to 7 of
the CIT’s order) :-

“5. As per the questionnaire issued to the applicant was asked to furnish
details of charitable Activities carried out during the last 3 years
(Question 6 of the questionnaire). Enquiries were also caused to be made in
respect of the activities through the office of the Jurisdictional Assessing
Officer at Aurangabad.

5.1 The Inspector visited the premises and submitted a factual report. As

per para 3 of the report which is reproduced below :-
“The trust personnel present, have stated that the only source of funds to the
trust is fees from students and they are running a school are a reasonable
fees. It has further stated by them that they have future plans to provide
educational facilities to the students from weaker section of the society of
Rural areas at an affordable fees. The trust is found in existence and
engaged in noble cause.”

From the above, it is seen that the applicant is running a school and
charging fees from the students. Nothing has been brought on record to show
that the weaker section or under-privileged students are being charged
concessional fees or given free education.

6. The present activities of the applicant lacks charitable intent, and are
not genuine to the extent that they are being run as a regular establishment/
institution without benefit for the weaker sections of society as per the objects
for which it had been formed.

7. In view of the above facts, I am not satisfied about the genuineness of
the activities of the trust, therefore the application for grant of registration u/s
12A of the Income Tax Act, 1961 is hereby rejected u/s 12AA(1)(b)(ii) of the
Income Tax Act, 1961.”

4. Referring to the above extracted portion of the impugned order of the
CIT, 1d. Counsel for the assessee submitted that the CIT did not find any
mistake with the genuineness of the objects of the assessee. However, he
held that in absence of evidences that the educational purpose is meant for
weaker sections/under-privileged students with concessional fees or free
education, CIT rejected the request for registration u/s 12AA of the Act.
Relying on the various decisions in this regard, i.e. the judgement of
Hon’ble High Court of Punjab & Haryana in the case of CIT vs. IILM

Foundation Academy (389 ITR 0148), 1d. Counsel submitted that so long as
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objects and activities of the assessee are bona-fide and the registration is
required to be granted to the assessee. Further, he brought our attention
to page 2 of the Paper Book and submitted that the Trust is abided by its
objects and, therefore, the registration rejected by the CIT is required to be

reversed.

5. On the other hand, 1d. DR relied heavily on the order of the CIT and
the Hon’ble Supreme Court’s judgement in the case of CIT vs. Babu Ram

Education Society (257 Taxman 558) (SC).

0. On hearing both the sides on the issue raised in the grounds
extracted above, we find the CIT did not give any categorical finding about
mala-fide of the objects and activities of the assessee qua its objects. In our
view, the absence of data relating to the weaker sections/under-privileged
is no reason to reject the request of the assessee. In our view, this is not an
adequate reason for rejection of the registration u/s 12AA of the Act. We
also find the judgement of the Hon’ble Supreme Court in the case of Babu
Ram Education Society (supra) relied on by the 1d. DR for the Revenue does
not help the Revenue. The above ratio is not applicable to the facts of the
present case. In the said judgement (supra), the Hon’ble Supreme Court
held as under :-

“Registration of a trust does not involve enquiry into actual activities or
application of funds, etc. and at that stage, only enquiry required to be
conducted is with respect to object of trust alone.”

7. Further, we also examined the cited judgement in the case of IILM
Foundation Academy (supra) and find the registration is required to be
granted so long as the primary objects of the Trust are charitable. The

enquiry conducted by the ITI supports the assessee in stating that the trust
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exists for charitable activities. Therefore, in our view, the grounds raised

by the assessee should be allowed.

8. In the result, the appeal of the assessee is allowed.

Order pronounced on this 01st day of March, 2019
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