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Date: 27/02/2007 This matter was called on for hearing today.

CORAM :

HON BLE MR JUSTICE S.B. SI NHA

HON BLE MR JUSTI CE MARKANDEY KATJU



For Petitioner(s) M. K. Parasaran, Sr. Adv.
M. A K Ganguli, Sr.Adv.
M. V.Balaji, Adv.

M. P.N Ramalingam Adv.

For Respondent (s) M. A. Sharan, ASG
M.Arijit Prasad, Adv.
M. Arit Tiwari, Adv.

M. B.V. Bal aram Das, Adv.

M. R Santhan Krishnan, Adv.
M. K Radha Rani, Adv.

M. Praveen K. Pandey, Adv.
M.P.Vijay Kumar, Adv.

M. D. Mahesh Babu, Adv.

UPON hearing counsel the Court made the follow ng

ORDER

Leave granted.

The appeal s stand disposed of in terns of the signed order.

(J.S. Rawat) (Pushap Lata Bhardwaj)
AR- cum PS Court Master

[ Signed order is placed on the file]
I N THE SUPREME COURT OF | NDI A
Cl VIL APPELLATE JURI SDI CTI ON

ClVIL APPEAL NO. 1114 OF 2007
(Arising out of SLP(C) No. 12144 of 2006)

Ms. Shriram Chits (P) Linmted Appel | ant (s)

Ver sus



Central Board of Direct Taxes & Os. Respondent ( s)
Wth

ClVIL APPEAL NO. 1115 OF 2007
(Arising out of SLP(C) No. 12169 of 2006)

CIVIL APPEAL NO. 1116 OF 2007
(Arising out of SLP(C) No. 12344 of 2006)
ORDER
Leave granted.
These appeal s are directed agai nst a judgnent and order dated 9th
June, 2006 passed by a Division Bench of the H gh Court of Judicature of
Andhr a Pradesh at Hyder abad in W P. No. 26553/ 2005 wher eby and

whereunder the Wit Petition filed by the appellants herein were dism ssed

stating
"The | ear ned counsel appeari ng for t he petitioners
submitted t hat by vari ous provi si ons of law in t he Chit
Fund Act, it could be understood that the dividend anount
was not in the nature of interest. The case was argued in
the detail by the | ear ned counsel for t he parties and
ref erence was made to various judgnments. But we feel that
the question cannot be decided at this stage, as petitioners
No. 1, 3 and 4 have not shown any cause of action in the
Wit petition. The Wit petition has been filed on t he
r
behal f of merely on assunptions, whereas there is a cause
of action for petitioner No. 2, who has al r eady filed an
appeal agai nst t he or der, of whi ch, he is aggri eved, and
appel l ate aut hority is sei zed of t he matter. | f this Wit
petition is decided by us on nerits, the appeal itself would
becone i nfructuous and ei t her of t he parties will get
prej udi ced. "
The appel lants herein filed a Wit Petition, inter alia, praying for

the for the following reliefs:

" For reasons af oresai d, t he petitioner prays t hat this
Hon’ bl e Court may be pl eased to decree t hat t he
Respondent s have no jurisdiction under Secti on 194A  of



the I ncone Tax Act, 1961 for calling upon the nmenbers of

the first Petitioner Federation and the other Petitioners to
deduct tax at source on the dividend anmount distributed to

the subscribers and consequently issue a wit, direction or

order especially in t he nat ure of Wit of prohi bition
restraining the Respondent s from enforcing provi si ons of
Secti on 194 A of t he I ncone  Tax Act, 1961 to the
Petitioner i ncl udi ng t he menber s of t he first Petitioner

Federation and pass such ot her order (s) as this Hon’ bl e
Court deens fit and proper.”

The question which has been raised by the appellants in the said
Wit Petition, inter alia, is as to whether the dividend distributed anongst
the subscribers of a Chit Fund would be ‘interest’ meriting deduction of tax
at source in terms of Section 194 A of the Income Tax Act?
It is not di sput ed t hat for t he pur pose of enf or ci ng t he
menti oned provisions, the authorities are relying upon a Circular issued by
the Central Board of Direct Taxes (CBDT) dated 16.05.1968. CQur attention
has al so been drawn to the fact that on a representati on nade by appel |l ant
No.1 before the CBDT, it has issued a clarification which is as under:

"The issues raised by you have been carefully exam ned by

t he Board. In this regard, | amdirected to say, that Board

are of t he view that i nstruction No. 1175 i ssued in
consultation with MQ L. cannot be wi thdrawn on the basis

of decision of Punjab and Haryana H gh Court in case of

Soda Silicate &  Chemi cal Wor ks (supra). The Board’' s
i nstruction stands".

The question, therefore, which has been raised in the Wit Petition
in our opinion, is contentious one and, in that view of the matter, the High

Court should have entertained the Wit Petition. W, therefore, set aside the

af or e-

i mpugned  j udgnent and request t he Hi gh Court to di spose of t he Wit

Petition on nerit.

The appeal s stand di sposed of accordingly.
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February 27, 2007. ( MARKANDEY KATJU)



