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IN TI]E ITAT JAIPUR BENCIi
Sudhir Kumar Sharma

Incom..,_tax Cm..,
O I ,4 PRAKASH, J( ]D]CIAL ] \ , IEI I isER

MAY 30,  l98 l
Srcr toN 1ct(16)  or  r r lE lNcol , tE-TAx ecr ,  l96 l  -Exrnaprrox-ScrroLARSFnps-wl  r [THER srr 'ENDRECEIVED nY AN ARTICI-ED CLERK IN TEI{Nls ol C}IARTER|D AccouNTAN-Ts REcuLAlIoNS, I954, tsNor iNcolrc I_IABLE To r,tx__Hlt_o- yrs

Facts
The assessee claimcd that the.stipencl received by him as an articled cierk from a firm of chartereclaccounian ts,.under the provisions ol ' the Chartered Accountants Rcgulat ions, ls6+, was eie;eilrom tax under secrion r0(16). The department rejected the claim "" lr , .  l i rr ioih. l  i ; ; ; i ; ; jrvas paid as compensation for services'renclcred b! the assessee to the f irm.
On sccond appeal :
l - !eld
An.articled. clerk .ioins a chartered accountant with a 'riew to learning the work and receitingtraining' A newly recruited gradudte..is not ,uppor,rd to nari ani-t<tiirrt")i.g"" "f"rtri t ork of charteredaccountant and' therefore, no contrihution can be made ty ii^ ii iii\t'ohr,-iio, can he assist thechartered accountun; in iis tyork. *n iout,I io't, iitriltor:, be saitl tlnt thc stipcnrl rvas pairl for the
l:!:',r,:::r!:::d. by..ttte assessec. The paymcnt'rros ,,odi ti-r;;;; ;,;;",i;' ;;ii'.i ,n, books, coach_t'3 Jeer' .'.\omUtat!otr lle,^ etc., a.g was rhe praclice cven bcforc rulc 328 of thc charteredAccountants Rcsulations. D6a, iCIii, i',ii |ir:i".''n,i sriputd receircd by thc ascs5cc vas, therefore,not his incomc ind, hcnce, not ta.\.ablc.
IT APPEAL NO. 63I (JP.) OF I982.
ft/|.P. Sharma for the Appellant. H.S. Nancla /or the ResDcn(lent.
ORDER

1.�  
Rujt ing: smal l ,  but an interest ing issue, this said date,  Shr i  Sharma submits that the char-appe.al is filg4 _u.y the assessee for-the aisess- i"iia "f"tu"t"ril.;ii;";;;arte6 trcining to

T:T y:l '  l98l-82 agairtst t lrc order of the the articlcd clcrks. used to lav oerrlv rmounr
fjttr'.,^r^n,,".,3tt._tj.. received a stipend of to meet the coaching fee, exalnination fee. thc^) '  ; 'uuu ourrns the vear under appeal from . l  cost of books, etc. 'what happened was, Shri
ggTell  of the ihartcied accountants, namely, Sharma says. that nrlc 328 of the CharteredN4'P' Sharma & co. from rvhom he tu;t  r ; ; ; i ; :  Accountants Reeuhtions, "" iol" l"o lrpo" irr .ing training as an art icled clerl<. The q;.J;n . ' i  ,rr t".ca accountirnts to pay prcscribcd arnountarose wlreth-er the stipend constituied the to the articled .t".t s, .,*J 6i"r-of-rt into force aslncome of the assessee liable lo tar. The "lt ll" .tl"rt.red accountant, iia"'nlt- fotrowassessee's claim was thxt. the . stipend was thc-practice .r p.l,iirg n p^rtry'' "L"""t iii thtt^1t*p,t^ j."d:r.section.l0(/6) of thc Income-tax articlecl clerks io- n1..t 

'1r" '.n..t ' 
oi 

-uoots,
'1rr ' '  rvoi ( ' the Act ') '  ' lhe authorit ies below coaching fee, cxamination fee. etc. In thisr€jected lhc casc of the as,sessee and hcld that i',.i.groun.r, Shri Sh:rrma ."ir,r'", trrri tt.
ll"_r]lp*9. hacl be_en paid ro 11.l;;;;;;;r;;; iiii.na o,", :rot peicl rn tr,e as-.es..c"'ri.or-compensation for the serviccs rendercd b1, him peisation for ren6crins rhe lcr i i ies but toto the'concern of the cherrered rccou'r:rnts. ; ; ; i ' ; ; ;  i ; .  i l ; ' ; ; ' i . l . i r , ' " . ." i1i"-r-r. : ,B.efore^me,Shri sharma, the ternied" rcp;;; ; ; i ; -  .r .rnrn"t inn fee, erc.,  rvhich an arr icled crerr'rvc Ior tne Assessee. argues that the art icled has to pav during the course oftraining. Shriclerks becarne errt i t led to receive st incnd Nerrd:r,  thc learned dcprrtmentxl represente'
Ylg:t +: charter-ed Acco :nranrs R".gutrt ionr. r iu.,  "rgu., rhirt  rhe u.ry ,"orj ' ' : i t ip 'Jni; !g.trvo4' with cffect from l-7-1973. pri6r to thc i;;h.; that ir rvas paid'by it" ,.ni,r"io-i",
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ihe serviccs reodered by the employee. Hc says
it is implied in the payment of stipen9 that the
r.m. r*t paid for the services rendeied by the
assessee to the concern of chartered accoun-
tants. I do not agree rvith the contention of
the reveilue. The fact is that an articled clerk
ioins a char lereC accountant \ i i th a v iew to
iearning rvork of  chartered accountsnt and
receiving trainir . rg thereof.  Sirr i  Nanda himself
argues th; l t  any grtLdu:r te ei t l rer in commerce or
ar is or science is c l ig iblc to receive training of
a cirartered account i tnt .  A nervly recrui ted
giaduate is not supposed to have any kt lorv-
iedge of thc rvork of  chartered accountant and,
theieforc,  no contr ibut ion can be mede by hirn
in the work of  chartercd accounixnt.  So an
art ic led clcrk rvho joins a cl tarte:ed accountxnt
with a vierv to Iei l rn ing and leceiving training
cannot assist  t i re chxrtered accountant in his
rvork.  Thcreforc,  i t  cannot be said t i iat  the
paymeni rvas made by thc concern of  thc
ihartereci accountants to tl.Ie assessee 1or the
services rendered by him. The content iort  of
Shri Sharnra appeers to bc correct that a
orescribed amount rvas oaid to the assessee to

enable him to meet out thc cost of books, cxa-
mination fee, coaching fee, which he has to
pay during the course of training. Mere use of
ihe word 'stipend' does not mean that the pay-
ment was made to the assessee for the services
rendered by him to the chartered accountaDt
in his rvork. The Tribunal has to see the reality
of the payment and it cannot be guided by the
rvord 'stipend'. Seeing the background as
exposed by Shri Sharma and the purpose of the
assesseg joining the chartered accountant, I  am
incl incd to accept t l ic case of the assessee that
the payment was not made for any services
rendered by the assessee to the chartered
accouritant in his works but it r,vas made to
mect out the cost of books, coaching fee,
examination fee, ctc. As by virtue of prac-
ticc, some of the chartered accountants had
paid before rule 32B of the Chartered Accoun-
tants Regulations came into force. I, therefore,
hold ihat the st ipend being received by the
assesscc is not his income and, hence, is not
taxable.

2. Thc appeal is al lorved.
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IN THE ITAT AHMEDABAD BENCI{.8'

H.!{. Investmcnt C0. (P.) Ltd.
v.

Income-tax Oflicer
K,T,  TH/ \ I iORE, ACCOUNTANT N{EIVTBEIT AND U.T.  SHAFI,  JUDICIAL NIEMBER

JULY 28,  1983

SEcrrox 37( l )  oF Tl t r i  r r r -co\ t i t - � r  \x  Acr .  l96 l -BusrNr,ss l lxPI :NDI tuRE-Wtte l t l tn  l jxPI ]NDlruRE oI- \

STAFF AND ON RUNNING AD\TINISl'RATION INCURRED I]Y INV[STIttENT COiUPANY, WIIICII DERTVED
INCOME BOTft FROII BUSIN!:SS ANr) FROL DIVIDEND, lS ALLOWABLB AS DIDUCT|ON lN FULL AGAINST
0USINISS INCOVE-HCt,n,  yLS-WHert ten EXPtsNDITUI{D ON INTERI:ST IS,  I IOWEVIIR.  TO BE BIFURCATED
AND , \LLOWLI)  pRoPO:, . t  IONATe LY AGATNSI BUSINLSS INCOITB AND I ) lVIDl l , r -D IXCOvt l -FIUrO, VeS

Facts
The assessee, lLn invcstmcnt company der iv ing incomc f iotn busi t rcss as rvel l  : rs f rom div idends,
claimed thut e\pcnt l i rure inculrer i  by i t  on i ts i ta i i ,  other adnr inistrr t ive cxpenses l t t id ou interest
should bc xl lo\vcd in l 'u l l  us a t ieduir ion in the computat ion of  business income. Though the ITO
dected t j r"  c l , r i rn,  t5c Cornnr issioner (Appcals) helc l  th:r t  thc erpcnt l i turc should be bi furcated
and al loweri  p iofo. t io"" t . ty agr inst  busir ' rcss incomc lnd div idc'r id i t . tcome. The bi furcir t ion of
expenditurc , . i , r  i i r tcrest.  rhus, r-el luced the deduct ion al lo ' ,vable to the assessco on intcr-corporate
otvidends tndcr sect ion 30iv1.
0n second aooeal :
Hqd

lifurratio,, of the etpetrcliture ott {r proportiohatc basis in accorclancc with llrc inconrc earned by the
assessee aeai st respt'ctir.e lrcacls, 

'naitely, 
business and other sott'ce.r, was nol at all justified' The

lol Tribunals Vol.15 - Sec.IlI TAXMAN December. 1983


