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JUDGMENT

BHARUCHA, J.

These are appeal s against the judgnent and order of a
Division Bench of the H gh Court of CGujarat, delivered on
wit petitions. The controversy before us relates to the
correct interpretation of Section 269UA(b) of the |Incone Tax
Act, 1961. Section 269UA falls w thin Chapter XX-C of the
Act, which deals with the purchase by the Central Governnent
of inmmovable properties in certain cases of transfer.
Section 269UA is the definition section for the purposes of
t he Chapt er. Clause (b) t her eof defi nes appar ent
consi derati on. So far as is rel evant, ‘ appar ent
consi derati on neans:

(1) inrelation to any i nmovabl e property in respect
of which an agreenment for transfer is nmade, being i nmovabl e
property of the nature referred to in sub-clause (i) of
cl ause (d), neans, ----

(i) if the immovable property is to be transferred by
way of sale, the consideration for such transfer as
specified in the agreenent or transfer;

(i) xxxxx
(i) xXxxxx

and where the whole or any part of the consideration
for such transfer is payable on any date or dates falling
after the date of such agreenment for transfer, the val ue of
the consideration payable after such date shall be deened to
be the discounted value of such consideration, as on the
date of such agreenment for transfer, determ ned by adopting
such rate of interest as may be prescribed in this behalf;
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The rate of interest in this behalf is prescribed by
Rule 48(i) of the Incone Tax Rules and it is eight per cent
per annum

The contention on behalf of the appellants (assessees)
was that there can be no discount of the price nmentioned in
the agreement of transfer and, if there can, the discount
nust relate to the period between the date of paynent of the
purchase price by the Central CGovernnent and the date of the
| ast paynent under the agreenent. No argunment was, however,
advanced in respect of the first contention. The only
argunent was based on the prem se that the discount is made
because the transferor is conpensated by paynment earlier
t han schedul ed under the agreenent ; and that such
conpensation is for the period that is saved, that s,
between the date of paynment by the Central CGovernment and
the | ast date of payment under the agreenent.

It /is relevant, before we proceed, to point out that
Section. 269UG provi des that the anobunt of the consideration
payabl e on purchase by the Central Governnent nust be
tendered to the person entitled thereto within a period of
one nonth fromthe end of the nmonth in which the imovable
property vests in‘the Central Governnent. Section 269UH
states that if the Central Governnent fails to tender such
payment within such tinme, the order of purchase by the
Central Governnent of the i movabl e property shall stand
abrogated and the inmovabl e property shall stand re-vested
in the transferor.

On a plain reading of Section 269UA(b), there is no
interlinking of the apparent consideration to be determ ned
thereunder with the paynent to be nmade by the Centra
CGovernment on purchase under Chapter XX-C. Section 269UA(b)
prescri bes how the apparent consi deration under t he
agreement, that is, the consideration for the agreement, is
to be determined, and it states that if the consideration
under the agreenment is payable on any date or dates falling
after the date of the agreement, the value of the
consideration that is payable after the date ~of the
agreenent shall be deened to be the discounted value of such
consideration as on the date of the agreenent. In other
words, the apparent consideration in such case will not be
the consideration that is stated in the agreenent~ but it
shal | be the anpunt thereof |ess a discount-to be cal cul ated
in the manner set out in the definition. The period of such
di scount shall be the period between the date of the
agreement and the date or dates on which the consideration
or part thereof is payable.

To put it differently, because, under the agreenent,
the transferor gives the transferee tinme to pay the
consi deration, the consideration is assunmed to comprehend
some el enent of interest for such del ayed paynment, and this
is ascertained and deducted to arrive at the rea
consi deration for the agreenent, or t he appar ent
consi derati on. The period of the delay necessarily starts
on the date of the agreenent.

Qur attention was drawn by |earned counsel for the
appel lants to the judgment of a Division Bench of the High
Court at Bonbay in Shrichand Raheja & Anr. VS. S.C
Prasad, (Appropriate Authority) & Os. [213 1.T.R 33].
It was argued by | earned counsel for the Revenue before that
H gh Court that, for the purpose of discounting, the
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relevant date is the date of the agreenent and not the date
of the paynment by the Central Governnment and, in support of
his submssion, he relied upon the expression as on the
date of such agreement for transfer in Section 269UA(D).
The High Court did not agree because, in its view, the plain
reading of the definition of apparent consideration made it
clear that the value of the consideration payable after the
date of the agreenent was the discounted value and the
definition did not prescribe that the discounted value
should be ascertained with reference to the date of the
agreement . Inits view, the expression as on the date of
such agreenent for transfer referred to the consideration
payable on that date ‘and was not indicative of the
conmmencenent of the period to ascertain the discounted
val ue.

W are unable to agree.. The Hi gh Court appears to
have over| ooked the  purpose of Chapter XX-C and the

definition of apparent consideration thereunder. The
purpose . isto determ ne whether inmovabl e property has been
sought to be transferred at~ an- under-val uation. To

deternmine whether there has been an wunder-valuation, the
true consideration for the transfer has to be determ ned
and, necessarily, it has to be determned as on the date of
the agreenment for transfer. That this is.sois clear from
the latter part of clause (b), which we have quoted; t he
phrase the discounted val ue of such consideration as on the

date of such agreenment for transfer therein indicates the

point of time fromwhich the period for discounting nust be
cal cul at ed. For these reasons, the appeals are dism ssed
with costs.




