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AT JORDER

PER MAHAVIR SINGH, VICE PRESIDENT:

This appeals filed by the assessee are directed against the
order of learned Commissioner of Income Tax (Exemption), Chennai

in File No.CIT(E) No.3(15)/2019-20, dated 30.09.2020.

2. The only issue in this appeal of assessee is against the order
of CIT(Exemption) rejecting the registration application filed by

assessee in Form No.56D for claiming exemption u/s.10(23C)(vi) of
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the Income Tax Act, 1961 (hereinafter the ‘Act’) for assessment

year 2019-20. For this assessee has raised following four grounds:-

1) The order of the learned CIT(E) is bad and erroneous in law and against
the principles of natural justice.

2) The learned CIT(E) erred in rejecting the registration application filed in
Form 56D, claiming exemption u/s 10(23C) (vi) for the AY 2019-20
without considering the replies and details filed in proper perspective

3) The learned CIT(E) erred in rejecting the application for registration on
the ground that the appellant trust had included in its bye-laws/trust deed a
clause " to donate or gift either in cash or in kind for rendering financial

n

assistance to the needy/poor " on the reasoning that the same is in
contravention of the Income Tax Act, 1961, when in fact there is no bar
under the Income Tax Act in this regard.

4) Also, the learned CIT(E) grossly erred in denying the exemption claimed
u/s 10(23C) (vi) in the return, stating that exemption cannot me claimed
when the application is pending which is clearly incorrect, in view of the
16th proviso of the section 10(23C)(vi).

3.  Brief facts are that the assessee filed its return of income on
25.09.2019 for the relevant assessment year 2019-20 claiming
exemption u/s.10(23C)(vi) of the Act as per the first proviso to
section 23C of the Act by applying for registration with
CIT(Exemption) in prescribed form No.56D on 25.09.2019. The
assessee claimed that the trust’s sole objective is “"Education” as its
public charitable activity and runs an open school from LKG to VI
standard as approved by National Institute of Open Schooling. The

school is run by the trust since financial year 2016-17 relevant to
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assessment year 2017-18. The assessee claimed that National
Institute of Open Schooling which is the present governing body of
the school follows its own or CBSE approved fees structure. The
assessee trust also applied for registration u/s.12AA of the Act on
18.03.2019, which was rejected by CIT(Exemption), Chennai as
they could not follow the application or could not reply, in case any
queries raised. Now, the assessee has challenged the rejection
order passed by CIT(Exemption) on application filed u/s.10(23C)(vi)
of the Act. The CIT(Exemption) directed the assessee to tabulate all
the objects of the trust and corresponding activities carried out by it
vide letter dated 19.05.2002, which was not furnished with specific
details, which are required for processing the application in Form
No.56D filed u/s.10(23C)(vi) of the Act. The CIT(Exemption) noted
this fact vide para 7 to 11, as given below and rejected the
application:-

7. By this office letter dt. 19.05.2002, it was requested to tabulate all the
objects of the trust and corresponding activities carried out. For this, the
assesee has not furnished specific details, which are required for processing
the application in Form 56D seeking approval u/s.10(23C)(vi) of the Act. 7.

8. While processing the application for registration u/s.12AA of the Act, the
following query was raised vide this office letter dt. 20.07.2020. "For the
year ended 31.3.2019, the gross receipts recorded in the Income &
Expenditure account is Rs.3.29 cores. The Trust computed tax on its total
Income and paid tax for the A.Y.2019-20. Your application for 12AA was
fled after 31.3.2019 (i.e. on 12.09.2019 only). While computing the income,
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the Trust has claimed capital expenditure as deduction. When the Trust is
not registered u/s. 12A A, please justify your claim of capital expenditure."

9. In response to the above, the assessee vide letter dt. 28.07.2020 has
claimed that it filed the return of income for the A.Y. 2019-20 claiming
exemption u/s.10(23C)(vi) of the Act and not u/s. 12AA of the Act. When
the assessee's application in Form 56D dt. 25.09.2019 1is under
consideration, the assessee could not have claimed exemption u/s.10 (23C)
of the Act, in the return of income filed for the A.Y. 2019-20.

10. From the above discussion, I have come to the following inference:

(a) The assessee has not established genuineness of the activities carried
on by it by filing relevant details;

(b) The assessee's object mentioned in its bye-law to accept and
contribute donation in cash is in contravention of the Income Tax Act,
1961; and

(c) The assessee has introduced into its accounts huge funds for which it
is unable to produce satisfactory explanation for its accounted source.

11. In view of the above discussion, I am convinced that the assessee has
not satisfactorily explained that it has genuine intention to establish
educational institution solely for educational purpose and not for purposes
of profit so as to be eligible for exemption u/s.10(23C)(vi) of the Act.
Therefore, Form 56D filed by the assessee on 25.09.2019 for grant of
exemption u/s.10(23C)(vi) of the Act, for the year 2019-20 is hereby
rejected.

From the order of CIT(Exemption), it is noticed that while perusing
the application filed by assessee in Form No.56D, he noted from the
trust deed dated 06.02.2017 apart from education, there are other
charitable activities envisaged i.e., donation or gifts i.e., either in
cash or in kind and others as noted by CIT(Exemption) in para
2(i)(@) to (p) and in para 2(ii)) (a) to (q). According to

CIT(Exemption), the assessee is not solely engaged in carrying on
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education, which should have been the main object of the assessee
and from the very Form No.56D also the trust running a school
apart from that embark on other charitable activities. This is noted
in Form No.56D point No.3 and the same reads as under:-

“The trust is presently engaged in providing education by way of running a
school at Coimbatore in a rented premises. The trust will embark on other
charitable activities in near future.”

4. Now before us the Id.counsel for the assessee
Shri Vijayaraghavan stated that he argued that for granting
exemption u/s.10(23C)(vi) of the Act, the sole object of trust should
have been education and this is decided in recent decision of
Hon’ble Supreme Court in the case of New Noble Education Society
vs. CIT in Civil Appeal N0.3795 of 2014 dt.19.10.2022, wherein
certain conditions are given. He agreed that there are certain other

objections and he want to amend the trust deed.

5. We noted that the recent decision of Hon'ble Supreme Court in
M/s. New Noble Education Society, supra, had laid down certain
conditions for registration or approval u/s.10(23C) of the Act, which
needs to be considered by CIT(Exemption) and if assessee’s case
falls within the parameter fixed by Hon’ble Supreme Court, the

registration should have been granted otherwise he could deny the
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registration. Hence considering the facts in entirety, we restore this
matter back to the file of the CIT(Exemption). CIT(Exemption) will
consider the decision of Hon’ble Supreme Court in the case of New
Noble Education Society, supra and then decide the application

afresh.

6. In the result, the appeal filed by the assessee is allowed for

statistical purposes.

Order pronounced in the open court on 26™ April, 2023 at Chennai.

Sd/- Sd/-
(HATST FHTL 3T ) (weTi fe )
(MANOJ KUMAR AGGARWAL) (MAHAVIR SINGH)
ot g5e/ACCOUNTANT MEMBER 3urerer /VICE PRESIDENT

I=2/Chennai,
far/Dated, the 26 April, 2023

RSR

areer Y gfaferf smfoa/copy to:
1. ?ﬂ"ﬁT'ITQﬂ:/Appellant 2. El??il'?ﬁ/Respondent 3. AT ATY<H /CIT
4. ARt It TEUDR 5. T HI=A/GF.



