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JUDGMENT
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Adi t yapur | ndustrial Area Devel opment Authority \026 the appellant
herein chall enged, 'by a wit petition, the notice issued by the Deputy
Conmi ssi oner of |Incone Tax, TDS Circle, Janshedpur dated February 14,

2003 to the Manager of the Central Bank of India, Janshedpur bringing to
the notice of the Manager of the Bank that the Finance Act, 2002 had

br ought about changes in the Income Tax Act and while Section 10(20A)

had been om tted, an Expl anation was added to Section 10(20) of the Act.
The provisions of the Income Tax Act, 1961 as they stood after the
amendnment obliged the Bank to deduct incone tax at source fromthe

i nterest accrued on fixed deposit receipts of the appellant/Authority. The
Manager of the Bank was required to conmply with the provisions and deduct
tax at source and report conpliance. The H gh Court of Jharkhand at Ranch
in the aforesaid wit petition pronounced its judgment on May 8, 2003
dismssing the wit petition holding that in view of the amended provisions
of the Income Tax Act, the notice was valid and legal. The appellant/

Aut hority has impugned the judgnment and order of the Hi gh Court in this
appeal by special |eave.

The appel | ant/ Authority has been constituted under the Bihar

I ndustrial Areas Devel opnent Authority Act, 1974 to provide for planned

devel opnent of industrial area, for pronotion of industries and natters

appurtenant thereto. The appellant/Authority isa body corporate having

per petual succession and a conmon seal with power to acquire, hold and

di spose of properties, both noveable and i nmovabl e, to contract, and by the

sai d name sue or be sued. The Authority consists of a Chairman, a Managi ng

Director and five other Directors appointed by the State Governnment. The

Authority is responsible for the planned devel opnment  of the industrial area

i ncl udi ng preparation of the master plan of the area and pronotion of

industries in the area and other anenities incidental thereto. The Authority

has its own establishment for which it is authorized to frame regul ations

with prior approval of the State Governnent. The State Government is

authorized to entrust the Authority fromtine to tine with any work

connected with planned devel opnent, or mmintenance of the industrial area

and its anenities and matters connected thereto. Section 7 of the Act obliges

the Authority to maintain its own fund to which shall be credited noneys

received by the Authority fromthe State Governnent by way of grants,

| oans, advances or otherwi se, all fees, rents, charges, levies and fines

received by the Authority under the Act, all nobneys received by the

Authority from disposal of its noveable or i mmpvable assets and all nbneys

received by the Authority by way of |loan fromfinancial and other

institutions and debentures floated for the execution of a scheme or schenes

of the Authority duly approved by the State Government. Unless the State
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Government ot herw se, directs, all nopneys received by the Authority shal

be credited to its funds which shall be kept with the State Bank of India and/
or one or nore of the Nationalized Banks and drawn as and when required

by the Authority.

Article 289 of the Constitution of India provides as foll ows: -

"289. Exenption of property and inconme of a State from
Uni on taxation. \026 (1) The property and i ncone of a State shal
be exenmpt from Union taxation

(2) Not hing in clause (1) shall prevent the Union from

i mposi ng, or authorising the inmposition of, any tax to such
extent, if any, as Parlianent may by |aw provide in respect of a
trade or business of ~any kind carried on by, or on behalf of, the
Governnent of a State, or any operations connected therewth,

or any property used or occupied for the purposes of such trade

or business, or any income accruing or arising in connection

t herew t h.

(3) Not hing in clause (2) shall apply to any trade or business,
or to any class of trade of business which Parlianment may by

| aw decl are to be incidental to the ordinary functions of

Gover nment . "

It is also necessary to notice the relevant provisions of the |Incone Tax
Act, 1961. Chapter IIl of the Income Tax Act relates to inconmes which do
not formpart of total income. The relevant part of Section 10 as it stood
before its amendment by the Finance Act of 2002 read as foll ows: -

"10. In computing the total incone of a previous year of any
person, any incone falling within any of the follow ng clauses
shal | not be included: -

\ 005. \ 005. \ 005.
(20) the incone of a |ocal authority which is chargeabl e under
the head "Income from house property", "Capital gains”

or "lIncome fromother sources" or froma trade or

busi ness carried on by it which accrues or arises fromthe
supply of a commdity or service (not being water or
electricity) withinits own jurisdictional area or fromthe
supply of water or electricity within or outside its own
jurisdictional area

(20A) any income of an authority constituted inlIndia by or
under any | aw enacted either for the purpose of dealing

with and satisfying the need for housing acconmbpdati on

or for the purpose of planning, devel opnment or

i mprovenent of cities, towns and villages, or for both."

By the Finance Act, 2002 with effect fromApril 1, 2003 an
Expl anati on was added to Section 10(20) and Section 10(20A) was onitted.
The Expl anation added to Section 10(20) is as follows : -

"Expl anation. \026 For the purposes of this clause, the expression
"l ocal authority" means \026

(i) Panchayat as referred to in clause (d) of article 243 of the
Constitution ; or

(ii) Municipality as referred to in clause (e) of article 243P of
the Constitution; or .
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(iii) Muni ci pal Comrittee and District Board,

legally entitled to, or entrusted by the Governnent with,
the control or managenent of a Municipal or |ocal fund;
or

(iv) Cantonment Board as defined in section 3 of the
Cantonments Act, 1924 (2 of 1924). "

It would thus be seen that the inconme of a | ocal authority chargeable
under the head "Income from house property", "Capital gains" or "Income
fromother sources” or froma trade or business carried on by it was earlier
excluded in conmputing the total incone of the Authority of a previous year
However, in view of the amendnent, with effect fromApril 1, 2003, the
Expl anation "l ocal authority" was defined to include only the authorities
enunerated in the Explanation, which does not include an authority such as
the appellant. At the sane tinme Section 10 (20A) which related to income of
an authority constituted in India by or under any |aw enacted for the purpose
of dealing with and satisfying the need for housing accomodation or for
the purpose of planning, devel opnent or inprovenent of cities, towns and
vil | ages, which before the anmendnent ‘was not included in conputing the
total income, was onitted. Consequently, the benefit conferred by (20A) on
such an authority was taken away.

The High Court by its inpugned judgnent and order held that in view
of the fact that Section 10(20A) was omtted and an Expl anati on was added
to Section 10(20) enunerating the "l ocal authorities" contenplated by
Section 10(20), the appellant/Authority could not claimany benefit under
those provisions after April 1, 2003. It further held that the exenption under
Article 289(1) was also not available to the appellant/Authority as it was a
distinct legal entity, and its inconme could not be said to be the incone of the
State so as to be exenpt from Union taxation.~ The said decision of the Hi gh
Court is impugned in this appeal

Shri K. K. Venugoal, |earned Senior Advocate appearing on behal f of
the appellant submitted that having regard to Section 3(3) of the Genera

Cl auses Act and the provisions of ‘Section 7 of the Bihar Industrial Areas
Devel opnent Authority Act, 1974, it nust be held that the appellant is a

| ocal Authority. According to himthe appellant/Authority nmust be held to
be a local Authority within the neaning of Section 10(20) of ‘the Income Tax
Act. He further submitted that Article 289 (1) exenpted from Union
taxation, the properties and income of a State. Referring to C ause (2) of
Article 289, he submtted that it contenplates a trade or business being
carried on by or on behalf of the Government of a State. ~ That brings in the
concept of agency under the Contract Act. Therefore, by necessary

i mplication, an agency of the State, not carrying on trade or business, is not
covered by C ause (2) of Article 289 and, therefore, the exenption nust
extend to such an agency of the State Governnent. He also relied on sone
decisions of this Court. He also subnmitted that the anmendnent referred to
above in Section 10 of the Income Tax Act is not nade by reference to
Article 289 of the Constitution of India and that was perhaps not present to
the mind of the Legislature. He commended a public policy approach in

such matters.

M. T.S. Doabia, |earned senior counsel appearing on behalf of the

Union of India, repelled the subm ssions urged on behal f of the appellants by

contendi ng that unless the income generated by an agency or instrunmentality

of the State went to the coffers of the State directly and remai ned the income

of the State, the agency, whether Corporation, Conpany or an Authority,

could not claimthe exenption from Union taxation under Article 289 (1).

The true test to be applied in the context of Article 289 (1) of the

Constitution was whether the incone accruing is the incone of the State.

What is exenpted under Article 289 (1) fromUnion taxation is the incone

of the State and not the inconme of any authority under the State. 1In the facts

of this case he submitted that the appellant/ Authority being a distinct |ega
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entity, earning incone and managing its own funds, cannot claimthat its
income is the incone of the State. |In particular, he |laid enphasis on Section
17 of the Bihar Industrial Area Devel opnent Authority Act, 1974 which

reads as follows: -

"When the State CGovernment is satisfied that the purpose for
which the Authority was established under this Act has been
substantially achieved so as to render the continuance of the
Aut hority unnecessary, the CGovernnent may by notification in

the official Gazette, declare that the Authority shall be

di ssolved with effect fromsuch date as may be specified in the
notification and the authority shall be deenmed to be dissol ved
accordingly fromthe said date and all the properties, funds and
dues realizable by the authority alongwith its liabilities shal
devol ve upon the State Government."

He submitted that the Covernnent has powers to dissolve the appellant/
Authority with effect fromsuch date as it may specify in the Notification
Wth effect fromthat date the properties, funds and dues realizable by the
Authority along with its liabilities devolve upon the State Governnent. It,

therefore follows as a necessary corollary that till such tine as the Authority
is not dissolved, its properties, funds and dues are those of the Authority
itself and not of the State. |If it were otherwi se there was no need for Section

17 to prescribe that as fromthe date of dissolution of the Authority,
properties, funds and dues realizable by the Authority along with its
liabilities shall devolve upon the State Governnent.

A mere perusal of Article 289(1) discloses that a claimof exenption

under it must proceed on the foundation that the exenption is clainmed in
respect of property and incone of a State. Once it is held that the property
and incone is that of the State, a question may well arise whether it is stil
taxable in view of the provision of Clause (2) of Article 289 which
donmnantly is in the nature of a proviso. O ause (2) enpowers the Union to

i npose any tax to such extent as Parlianent nay by |aw provide, in respect

of a trade or business of any kind carried on by, or on behalf of, the
Government of a State, or any operation connected therewith. Thus, even

the incone of the State within the nmeaning of Cause (1) of Article 289 may
be taxed by |l aw made by the Parlianent, if such incone 'is derived froma
trade or business of any kind carried on by or on behalf of the Governnent

of a State or any operations connected therewith. C ause (1) of Article 289
therefore enpowers Parliament to frame | aw i mposing a tax on income of a
State which is earned by neans of trade or business of any kind carried by or
on behal f of the State Government.

It is true, as submitted by Sri Venugopal, that Cause (2) of Article

289 empowers the Parlianent to nmake a | aw i nposi ng a tax on incone

earned only fromtrade or business of any kind carried by or on behalf of the

State. |t does not authorize the Parlianment to inmpose a tax on the inconme of

a State if such incone is not earned in the nmanner contenplated by C ause

(2) of Article 289. This, to our mind, does not answer the question which

arises for our consideration in this appeal. Cause (2) of Article 289 pre-

supposes that the incone sought to be taxed by the Union is the inconme of

the State, but the question to be answered at the threshold is whether in

terns of Clause (1) of Article 289, the inconme of the appellant/ Authority is

the incone of the State. Having regard to the provisions of the Bihar

I ndustrial Areas Devel opnent Authority Act, 1974, particularly Section 17

thereof, we have no manner of doubt that the inconme of the appellant/

Aut hority constituted under the said Act is its own income and that the

appel l ant/ Authority manages its own funds. It has its own assets and

liabilities. It can sue or be sued in its own nane. Even though, it does not

carry on any trade or business within the contenplation of O ause (2) of

Article 289, it still is an Authority constituted under an Act of the

Legi slature of the State having a distinct |egal personality, being a body

corporate, as distinct fromthe State. Section 17 of the Act further clarifies

that only upon its dissolution its assets, funds and liabilities devol ve upon
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the State Governnent. Necessarily therefore, before its dissolution, its

assets, funds and liabilities are its own. It is, therefore, futile to contend that
the incone of the appellant/ Authority is the incone of State CGovernnent,

even though the Authority is constituted under an Act enacted by the State
Legi sl ature by issuance of a Notification by the Governnent thereunder

According to Basu's Commentary on the Constitution of India (Sixth

Edition, page 50, volunme 'L') Articles 285 and 289 are anal ogous to each

ot her inasmuch as while Article 285 exenpts Union property from State
taxation, Article 289 exenpts the State property fromtaxation. Wile clause
(1) of Article 289 exenpts from Uni on taxation any income of a State,
derived from governnmental or non-governmental activities, clause (2)

provi des an exception, nanely, that incone derived by a State fromtrade or
busi ness will be taxable, provided a law is nade by Parlianment in that
behal f. Cause (3) of Article 289 is an exception of the exception prescribed
by clause (2) of Article 289 and it provides that inconme derived from
particul ar trade or business may be made i nmune from Union taxation if
Par | i ament, decl ares such trade or business as incidental to the ordinary
functions of Governnent (enphases supplied). The reason is obvious.

Under the constitution, the State has no power to tax any incone other than
agricultural incone. Under the Constitution, power to tax "inconme" is
vested only in the Union. Therefore, while any property of the Union is

i Mmune from State taxation under Article 285(1), income derived by the
State from busi ness, as distinguished from governnental purposes, shall not
have exenption from Union taxation unless the Parlianent declares such
trade or business as  incidental to the ordinary functions of Governnent of
the State [See Article 289(3)] (enphasis supplied).

Appl ying the above test to the facts of the present case it is clear that
the benefit, conferred by Section 10(20A) of the Incone Tax Act, 1961 on
the assessee herein, has been expressly taken away. Moreover, the

expl anati on added to Section 10(20) enunerates the "l ocal authorities"

whi ch do not cover the assessee herein. Therefore, we do not find any nerit
in the subnission advanced on behalf of the assessee,

In 1964 7 SCR 17 : Andhra Pradesh State Road Transport

Corporation Vs. Incone Tax Officer and Anr., the question arose as to

whet her the incone derived fromtrading activity by the Andhra Pradesh
Road Transport Corporation established under the Road Transport
Corporation Act, 1950 was not the incone of the State of Andhra Pradesh
within the neaning of Article 289 (1) of the Constitution and hence
exenpted from Union taxation. This Court considered the schene of Article
289 and observed as follows :-

"The schene of Art. 289 appears to be that ordinarily the

i ncome derived by a State both from governnental and non-
governmental or comrercial activities shall be imune from

i ncome-tax | evied by the Union, provided, of course, the

i ncome in question can be said to be the inconme of the State.
This general proposition flows fromecl. (1).

Clause (2) then provides an exception and authorities the
Union to inpose a tax in respect of the incone derived by the
CGovernment of a State fromtrade or business carried on by it,
or onits behalf; that is to say, the incone fromtrade or business
carried on by the Governnment of a State or on its behal f which
woul d not have been taxabl e under cl. (1), can be taxed,
provided a law is nade by Parliament in that behalf. |[If clause
(1) had stood by itself, it may not have been easy to include
within its purview inconme derived by a State from comerci a
activities, but since cl. (2), in terns, enpowers the Parlianment
to nake a law |l evying a tax on comercial activities carried on
by or on behalf of a State, the conclusion in inescapabl e that
these activities were deened to have been included in cl. (1)
and that al one can be the justification for the words in which cl
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(2) has been adopted by the Constitution. It is plain that cl. (2)
proceeds on the basis that but for its provision, the trading
activity which is covered by it would have cl ai mred exenption
fromUnion taxation under cl. (1). That is the result of reading
cls. (1) and (2) together

Clause (3) then enpowers the Parlianent to declare by
| aw that any trade or busi ness woul d be taken out of the
purview of cl. (2) and restored to the area covered by cl. (1) by
declaring that the said trade or business is incidental to the
ordi nary functions of governnent. In other words, cl. (3) is an
exception to the exception prescribed by cl. (2). Whatever trade
or business is declared to be incidental to the ordinary functions
of governnent, would cease to be governed by cl. (2) and
woul d then be exenpt from Union taxation. That, broadly
stated, appears to be the result of the scheme adopted by the
three clauses of Art. 289".

Readi ng these three C auses together this Court held that the property

as well as the income in respect of which exenption is clained under C ause

(1) must be the property and inconme of the State, and thus the crucia

guestion to be answered is: "I's the income derived by the State fromits
transport activities the incone of the State"? It was observed that if a trade
or business is carried on by a State departnentally or through its agents

appoi nted exclusively for that purpose, there would be no difficulty in

hol ding that the inconme nmade from such trade or business is the inconme of

the State. Difficulties arise when oneis dealing with trade or business
carried on by a Corporation established by a State by issuing a Notification
under the relevant provisions of the Act. |In this context, the Court observed:

"\ 005\ 005\ 005\ 005. The corporation, though statutory, has a
personality of its own and this personality is distinct fromthat
of the State or other shareholders. It cannot be said that a
sharehol der owns the property of the corporation or carries on
the business with which the corporation is concerned. 'The
doctrine that a corporation has a separate legal entity of its own
is so firmy rooted in our notions derived from conmmon | aw

that it is hardly necessary to deal with it elaborately; and so,
prima facie, the incone derived by the appellant fromits
trading activity cannot be clained by the State which is one of
the sharehol ders of the corporation”.

This Court considered the schene of the Act under which the State

Cor porati on was constituted and held : -

"\ 005\ 005\ 005\ 005. The nmai n point which we are exam ni ng at

this stage is: is the incone derived by the appellant fromits

trading activity, income of the Stage under Art. 289 (1)? |In our

opi nion, the answer to this question nmust be in the negative.

Far from maki ng any provision which woul d nake the incone

of the Corporation the inconme of the State, all the relevant

provi sions enphatically bring out the separate personality of

the Corporation and proceed on the basis that the trading

activity is run by the Corporation and the profit and loss of the

Corporation. There is no provision in the Act which has

attenpted to |lift the veil fromthe face of the Corporation and

thereby enabl e the shareholders to claimthat despite the form

whi ch the organization has taken, it is the sharehol ders who run

the trade and who can claimthe incone coning fromit as their

own. Section 28 which provides for the paynent of interest

clearly brings out the duality between the Corporation on the

one hand and the State and Central Governnments on the other

Take for instance the case of supersession of the Corporation

authorized by S. 38. Section 38 (2) ( c) enphatically brings out

the fact that the property really vests in the corporation, because

it provides that during the period of supersession, it shall vest in
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the State Governnent \ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005.
\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005
\ 005\ 005

\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005Therefore, we are
satisfied that the inconme derived by the appellant fromits

trading activity cannot be said to be the income of the State

under Art. 289 (1), and if that is so, the facts that the trading

activity carried on by the appellant may be covered by Art. 289

(2), does not really assist the appellant’s case. Even if a trading

activity falls under cl. (2) of Art. 289, it can sustain a claimfor

exenption fromUnion taxation only if it is shown that the

i ncome derived fromthe said trading activity is the incone of

the State. That is howultimately, the crux of the problemis to

det erm ne whether the inconme in question is the incone of the

State and on this vital test, the appellant fails".

Consi derabl e reliance was placed on the principles laid down in the
af oresai d deci sion by 1 earned counsel appearing for the Union of India. He
submitted that having regard to the provisions of the Act under which the

appel | ant/ Aut hority is established, the sanme conclusion may be reached. In
particul ar, enphasizing the fact that as in Andhra Pradesh Road Transport
Corporation case, so in-the instant case as well, Section 17 of the Act

provi des that upon dissolution of the appellant/Authority, the properties,
funds and dues real izable by the Authority along with its liabilities shal
devol ve upon the State Governnent. Inpliedly, therefore, such properties,
funds and dues vest in the Authority till its dissolution, and only thereafter it
vests in the State Governnent. He also referred to various other provisions
of the Act and subnitted that there was nothing in the Act which attenpted
tolift the veil fromthe face of the Corporation. Even though the Authority
was created under an Act of the Legislature, it was still an Authority which
had a distinct personality of its own, having perpetual succession and a
conmon seal, with powers to acquire, hol'd and di spose of property, and to
contract, and could sue and be sued in its own nanme. ' Shri Venugopal, on the
ot her hand, tried to distinguish the judgnent on the ground that the Andhra
Pradesh Road Transport Corporation is being run on business |lines, and a
Corporation that runs on business lines is distinguishable and different from
a Corporation which is not run onthose lines. Even if such a distinction is
drawn, that will not have the effect of making the incone of the Corporation
the incone of the State Governnment having regard to the other features

noti ced above.

Shri Venugopal then relied upon two decisions of this Court reported
in 1970 (3) SCC 323 sShri Rantanu Co-operative Housing Society Ltd. and
Anr. Vs. State of Maharashtra and Ors. and (1997) 7 SCC 339 New Del hi

Muni ci pal Council Vs. State of Punjab and Ors.. ~1n Shri Rantanu Co-
operative Housing Society; the question which arises for consideration.in the
instant appeal did not arise at all. The question was whether the State of

Mahar ashtra was conpetent to enact the Maharashtra Industria

Devel opnent Act, 1961 and whet her the inpugned Legislation fell within

Entry 43 List | of the Seventh Schedul e of the Constitution, so that only the

Parliament was enpowered to enact such Legislation-and not the State of

Maharashtra. |n that context, this Court considered the true character scope

and intent of the Act by reference to the purposes and the provisions of the

Act. Having considered the various provisions of the Act including those

relating to the functions and powers of the Corporation, this Court concluded

that in pith and substance the Act was neant for the establishnment, growth

and organi zation of industries, acquisition of land in that behalf and carrying

out the purposes of the Act by setting up the Corporation as one of the |inbs

or agencies of the Governnent. It held that even though the Corporation

recei ved noneys from di sposal of |ands, buildings and ot her properties and

al so received rents and profits, such receipts arose not out of any business or

trade but out of sole purpose of establishnent, growh and devel opnent of

i ndustries. The Corporation was not a trading Corporation, as it was not

i nvol ved in buying or selling activity. The true character of the Corporation

was to act as an architectural agent of the devel opment and growth of
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i ndustrial towns by establishing and devel oping i ndustrial estates and

i ndustrial areas. |It, therefore, negative the argunment that the Corporation
being a trading one, the inpugned Legislation fell within Entry 43 of List |
of the Seventh Schedul e.

Thi s deci sion does not help the appell ant because even if it is held that

the appellant/ Authority is not a trading Authority, yet that does not answer
the question whether the incone of the Authority is the incone of the State
so as to attract Clause (1) of Article 289.

Simlarly, the decision in New Del hi Minicipal Council Vs. State of

Punjab and O's. (supra) does not advance the case of the appellant. It was
hel d that the property/ municipal taxes |levied by the New Del hi Minicipa
Counci| under the rel evant Act constituted Union taxation within the

meani ng of Clause (1) of Article 289 of the Constitution of India. The |levy
of property taxes under the aforesaid enactnments on | ands or buil dings

bel onging to the State Government was invalid and inconpetent by virtue of
the mandate containedin Clause (1) of Article 289. However, if any |and or
buil ding i's used or occupied for the purpose of any trade or business,
neani ng thereby a trade or business carried on with profit notive, by or on
behal f of the State Governnent, such'land or building shall be subject to the
levy of the property taxes levied by the said enactnents. In other words,
State property exenpted under Cl ause (1) nmeans such property as is used for
the purpose of the Government and not for the purpose of trade or business.
That was a case where the question arose in relation to the levy of property
tax on lands and buildi ngs owned by the State Governnents which was

"property of the State Governnment". In-the instant case, we are concerned
with the incone of the appellant/ Authority and the same principles apply.
The exenption can be clainmed only if the incone can be said to be the

i ncome of the State Governnent: In the facts of this case, it is not possible
to hold that the incone of the appellant/ Authority is the incone of the State
Gover nment .

Learned counsel for the Union of India also relied upon two deci sions
reported in (1999) 6 SCC 74 Food Corporation of India Vs. Minicipa

Comm ttee, Jalalabad and Anr. and (1999) 6 SCC 78 Board of Trustees for

the Vi sakhapatnam Port Trust Vs. State of A P. and Ors. and subm tted that
this Court has consistently taken the view that a Corporation having the
attributes of a Conpany nust be held to be distinct fromthe Centra
CGovernment, and not eligible for exenption fromtaxation under Article 285.
The High Court also in its inpugned judgnent and order has referred to
several decisions of this Court wherein this Court dealing with cases arising
under Article 285 of the Constitution of India, which exenpts properties of
the Union from State taxation, took a simlar view~ W nmay usefully refer to
the cases reported in: AIR 1999 SC 2573 Food Corporation of India Vs.
Muni ci pal Committee, Jal alabad & Anr., (1995) 5 SCC 251 Munici pa

Conmi ssi oner of Dum Dum Municipality and Ors. Vs. -~ Indian Tourism

Devel opment Corporation and O's., 1994 Supp (3) SCC 316 Centra

War ehousi ng Corporation Vs. Minicipal Corporation and AlR 1982 SC

697 Western Coal fields Ltd. Vs. Special Area Devel opnent Authority, Korba

and Anr. and Bharat Al um nium Conpany Ltd. Vs. Special Area

Devel opnment Authority, Korba and Os.

Havi ng considered all aspects of the matter we hold that the Hi gh

Court is right in concluding that the appellant/ Authority could not claim
exenption from Union taxation under Article 289 (1) of the Constitution of
India. The inpugned notice issued by the Income Tax Authorities was,
therefore, valid and I egal and coul d not be successfully challenged in the
wit petition. Accordingly, this appeal is dism ssed but w thout any order as
to costs.
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