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Judgement

S.S. Sodhi, J.—The matter here pertains to what purported to be a transfer of
immovable property of the firm to three out of its four, partners by mere entries
in the books of the firm without any deed of registration.

2. This question had earlier arisen while dealing with the case of the firm in
question in Income Tax Reference No. 77 of 1982 ( Commissioner of Income Tax
Vs. Bharati Engineering Corporation, ) decided today, that is, April 27, 1989,
where it is held that no transfer of immovable property of the firm can be made
by it to its partners by mere entries in its books. This being so, the properties in
question have to be treated and assessed as being those of the firm and,
consequently, the income that arises from these properties must be assessed in
the hands of the firm and not the partners.

3. The Income Tax Officer, treating the entries in the firm's books as transfer of
immovable property by the firm to its partners, proceeded to assess the income
from the property in question in the hands of the individual partners, while at the
same time, this income was also treated as that of the firm. The Appellate
Assistant Commissioner, on appeal, deleted this addition from the income of the
assessee-partners. This order was upheld by the Tribunal. It is in these
circumstances that the following question has now been referred for the opinion

Downloaded from CourtKutchehry — https://dev.courtkutchehry.com/judgments/commissioner-of-income-tax-... Page 1 of 2



of this court:

"Whether, on the facts and in the circumstances of the case, the Income Tax
Appellate Tribunal is right in law in upholding the decision of the Appellate
Assistant Commissioner deleting the property income on the footing that the
transfer of property by the firm to partners by means of book entries was
inoperative though the Income Tax Appellate Tribunal's finding to that effect
reached in connection with the assessment year 1976-77 in the firm's case is
still pending adjudication by the Hon"ble High Court ?"

4. The question posed has clearly to be answered in the affirmative, in favour of
the assessee and against the Revenue keeping in view our decision rendered
earlier while dealing with the case of the firm in Income Tax Reference No. 77 of
1982 ( Commissioner of Income Tax Vs. Bharati Engineering Corporation, )
referred to above.

5. This reference is disposed of accordingly. There will, however, be no order as
to costs.
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