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IN THE COURT OF HEVE:W

Civil Jurisdiotion C ‘

Review No.2 of 1971

RAM SIIAX, /0 Gulea

‘omd"— .

. THE COMMISSIONIR OF INLAND RLEVENUL

Dated of uurinc: alh 'J,ply. 191 .
pelivery of Judgments '

K.C. Rearakha and Ho Patel for the Appellant.
Hinton sud Baghubir tqr the Defendant.

UDGME
A Btatausnt of Agreed Pucts wes submitted end in addition
the Appsllsnt gave evidence on oath. As W33 to be expuceted, he
could give little datailed intormntion aoncerning his acoounia and
hig tex return, having relied on other persons Qo prepure theme
This is not umssual ip this country, motwithatanding that he used
1o be & monsylender himeelf, '

The higtosy of big lund tyensagiions 1o eo followas =
1o OB 27.6.63, he and three others bought & frevhold
C’I‘.UG_Z comprising 240 aores }"ropda. .

2. 0n 1.10.63, four months later, end thereafter, he
and his partnarl s0ld this 1land in verious paroels.

3e OB 14e10.63, imagdiutely after the gomuvncemend of
these sales, he bought muothor frodiald CP.8930 in
his own nuug.




e n w, and June 1964, seven months later, CT.8930
was divided into sualler parcels and leased %o
various persons,: '

e OR 2.6e64, the Appellant hinself bought a 20 acre
’ paroel of CTs7762.

6s In June 1965, csne contraots were granted to the
lessees in respect of certain of the leases of
paraels of CT.8930,

7. OB 23.3.66, the Appellant sold his froahold interest
in o part of CT,8930 which had been Jeased, His
price wes §14,000 for his encumbered freshold but the
leasees transferred their valuable leazehold interest
with the cane contreet on it for only 10 centa.

‘ e 8, OB 31.8,67, the Appellant sold & further frechold
interest in & part of C,7,8930 which had been leased,.
His prioce wus §15,220 for his encumbered frechold but
the lesaes transferred his valusble 1 lessehold »
interest with the ocane contract on it for only 10 cents,

The c(mniui'oner sssessed the Appellant in respect of
the years 1966 and 1968 to inalude the instaluents of the purchase
prices and the tax was paid,’ The appellant objected to & almdlar |
sasessaent for the year 1969. and when his objeotion waa dissllowed,
he appealed to this Court.

, It is relevent to note also that in the treusaction

‘ 4 pugber 7 of the 23,3.66, the lesaces were the Appellani's son
gurendre Presad and one Chandra Prekash. Chandre Prekesh's part
in the trunsaction was cerried out by the Appellant as the Attorney
faor Chundra Prakash undsr & Power of Attorney. Likewise, the
lesses in the trwnssotion number 8 of 31.8.67, Shiri Rau, was
represented throughout by the Appellant as his Attorney under a
Power of Attorney. Puyment in each of these transactions was by
instalments doduoteble from the net cwne procueds of the purchuse,
with interust wot payable on the first eight years of instuluwnts,

The net result of these transaotions is that the
Appellant bought frechold lund in each case, subdivided 1t, and
then sold the subdivided parocels, he having entire ocontrol of both
ihe freehold and lessehold interests in the cuse of CIr.8930 and
he snd his three partners having entire oontrol in the cuse of
Cle 77624 '




b

Mre Rewrekhs, for the Appellant, submitted that there
was & great feeling of insecqurity about land in this oquntry,
and so a farmer could want to buy as much froehold as possible,
I agree entirely, This, of course, oreutes the ideal market

‘for the Appellant if he buys large tyaots of freshold land, und

tubdividu it.

» Ragrakhs. tubmittaa further that the vagaries of
the suger lmu were such that p sugsr oane ocontrect ocould only
be obtained after showing title to land, snd fresh contrects
wers unobtainable otherwise,

Again I agree entirely, but surely this sgain oreates &
shortage of ocane contreots and snhances the value of land with .
contract, particularly if, s in these ocases, the pu.rc&w.aa;' was
sble t0 buy the freehold, and the leasehold with contruot, und
thus merge the two and end up with freehold land with » oune
contreot,

The Appellant's explanation of these trunsactions was
thet he had run out of woney for his former money lending businesas,
he had got further into debt through the expense of clearing,
planting and subdividing the land, 8o he had to sell to save
hinself fiom bankruptoy. He olaimed he had no idea at the time
he purchased the land, that he wou_ld resoll. He waa forced to
do 830 for @conomic reasons.

Mr. Rearakha submitted further thet becuuse the
Commissioner had given his resson for taxing the profit.on sules
10 his letter of 20.3.69 Bxh. "I, he was precluded from 8rguing
sny other reason and the Court wes precluded from considering
any other reason. I & not agree with this submission. The
Comalssioner is not obliged by law to give any reason for his
digallowsnce of #n objuotiune He only has to "consider" 1t. The
toxpayer way then appeal to this Court and he ias reaturicted to the
ground stated in his original objeotion unless otherwise
granted leave by this Courts

Keverting to the fuots of this oase, I am in no doubt
whatsoever that the Appellant embarked upom the buasineas of
dealing in property when he purchased Yoth these fresholdae He
realissd from the stute of the Sugar industry aund the insecurity
of tunure of leasehold lwund, that there was profit to be uwade in
saquiring freshold land, dividing 1t up, obtaining & oune contruct




on the psroels, planting ocane and then selling the leusehold and

frechold interesta. He had to oreate the leasehold intereata in

order to show title to smaller parcels and obtain & cane © ntreot
for each; He did this by glving Agreements to lease to his son und
persons for whom he held or would hold & Power of Attorney. No

rent was peid. As soon as & contraot was obtained and cund had buaxi
planted, he ld the two interests, freehold and lewsehold to

the one purchesure The oane contract went with the lausshold
interest for 10 oonts, and the money weat to the Appellunt foF¥

his freehold reversion. The purchaser merged the two und landed

up with a ouns gontraeat over froshold land., I would go furtler

and suy that on the fucts and the timing of these transaotions, it
is apparent that the Appellant purchased the land with the 1ldea

of dealing both in it and also in oane contractss It could bs 8
far wore profitable buainess then monulendinge

1 confirm the ussesmaent Exb. "N" by the Comnissioner
and uwar costa wasessed at #50.00 ta the Comuissioner,

(M.J o Co SAUNDERS)
COWKT OF T\"EVQ_‘J;\‘J

Mﬂ‘lt’ 1971 .




