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PER R. MURALIDHAR 

 

Jharkhand State Agricultural Marketing Board (JSAMB / Board for 

short) is constituted by the Government of Jharkhand basically to cater 

to the needs of agricultural related issues like marketing, storing, 

warehousing of Agricultural produce. On the ground that JSAMB was 

letting out their premises on lease and they were collecting rent on the 

same but no Service Tax was being paid, one Show Cause Notice was 

issued on 09/10/2013 demanding the Service Tax under the category of 

“Renting of Immovable Property” services for the period 2008-2009 to 

2011-12. Subsequently, one more Show Cause Notice was issued on 

24/03/2014 demanding Rs. 64,85,298/- on the same ground.  
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2.  The appellant submitted that they are a Board constituted by the 

Jharkhand Government and they are basically carrying out sovereign 

function and hence they are not required to pay any Service Tax. They 

also claimed exemption under various clauses. They further submitted 

that they have not providing the services to any of the lessees. The 

Agricultural Produce Marketing Committees (APMC) which were located 

at various places within Jharkhand, were providing such services. In 

view of these submissions, they prayed that the demand may be 

dropped. However, the Adjudicating Authority in the impugned order 

has confirmed the demands along with interest. He also imposed 

penalty under Section 78 of the Finance Act, 1994. Being aggrieved, the 

appellant is before the Tribunal. 

 

3. The Learned Chartered Accountant appearing on behalf of the 

appellant makes the following submissions:- 

 

3.1 The premises are let out by APMC. There are totally 28 APMCs 

working under the JSAMB. These are independent entities. They are 

responsible for their income and expenditure. For taking care of their 

expenditure needs, they let out the premises on rent and the same is 

being received by them. The Board does not get the rents received by 

such APMC, nor any portion of the same is shared by the APMC with the 

Board. 

 

3.2 The Learned Chartered Accountant submits the Affidavit issued by 

the Secretary JSAMB to the effect that no rent is being collected by 

them. The rents are being collected only by the APMC. She also submits 

that the APMCS are also registered under Income Tax provisions with 

separate PAN numbers. She submits that JSAMB only overseas the 

overall operations of the APMC. The APMCs are separate body 

corporates and they are responsible for their finances. The appellant 

gets funds by way of market development fund and the same is used 

for their day-to-day activities. She submits a copy of the source of 
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funds along with application of fund duly certified by the Chartered 

Accountant. 

 

3.3  During the earlier hearing, the appellant was asked to submit 

copies of the rental agreement to get the clarification to know as to who 

is lessor. The Learned Chartered Accountant has submitted the sample 

Rental Agreements of APMC Deoghar and APMC Daltonganj. She 

submits that it can be seen from these Agreements that the lessor is 

APMC only and not the JSAMB. In view of above submissions, she prays 

that the impugned order may be set aside on account of merits.  

 

3.4 She further submits that being a Board duly constituted by the 

Jharkhand Government, no allegation of suppression with an intent to 

evade Service Tax can be made against the appellant. It is on record 

that they are not the Lessor in any of the Rental Agreements. The 

income received by the APMC are their income and the APMC are 

required to handle their Income Tax Returns through their PAN Number. 

Therefore, they carried bonafide belief that they are required to pay the 

Service Tax. Accordingly, she prays that the demand in respect of the 

extended period may be set aside on account of time bar also. 

 

4. The Learned AR reiterates the detailed findings of the Adjudicating 

Authority. He submits that APMCs are directly working under the control 

and directions of the Board. Therefore, irrespective of as to whether 

APMC or the Board is lessor, still it has to be taken that the appellant is 

the ultimate beneficiary of the rental amount. Hence, the onus to 

discharge the Service Tax is on the Board. 

 

5. He also relies on the case law of Krishi Upaj Mandi Samiti Vs. 

Commr. of Central Excise & Service Tax, Alwar-2022 (58) 

G.S.T.L. 129 (S.C.). In this judgment, the Hon‟ble Supreme Court has 

held that only in respect of the sovereign function undertaken and the 

consideration received towards the same would be exempted from 

payment of Service Tax. It has been clearly held that in case of rental 
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income received by Krishi Upaj Mandi Samiti, the same would be liable 

for Service Tax. Accordingly, he justifies the confirmed demand. 

 

6. Heard both sides and perused the appeal papers.  

 

7. We find that the JSMAD is a Board established in March 2001 

under Section 33A of the Jharkhand Agriculture Produce Market Act, 

2000. On the other hand, the APMC is established in terms of Section 6 

of this Act. The relevant portion of rental agreement of APMC Deoghar 

and APMC Daltonganj is reproduced as under:- 
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8. From the above rental agreement, it is seen that the lessor is 

APMC and as per the terms and condition given therein, the amount of 

rent is required to be paid by the lessee to APMC only. Thus, the service 

provider in this case would be by APMC.  

 

9. The Affidavit given by the secretary JSAMB is reproduced below:- 
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10. From the above affidavit, it is seen that the Board has not given 

any shop or premises on rent. The rent is being collected by the 

concerned APMC and the same is deposited in their account by the 

lessee.  

 

11. We also perused the copies of the PAN numbers issued to various 

APMCs. Sample copies of some of the PAN cards issued to various 

APMCs are reproduced below: 
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12. From the PAN numbers, it is seen that APMCs are independent 

entities so far as the Income Tax statues are concerned. For all 

purposes, the Rent received by the APMC would be treated as their 
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income and not as the income of the Board. Therefore, for the purpose 

of Service Tax, the income of the APMC cannot be treated as the income 

of the Board. 

 

13.  The documentary evidence extracted above,  clarify that the lessor 

is APMC and not JSAMB. The Service Tax is payable by the 

entity/person who provides the service. In case of „Renting of 

Immovable Property‟, the Service Tax liability is on the person who lets 

out the premises on lease. In the present case, the Revenue has 

proceeded under the erroneous assumption that the Board is the lessor 

and the beneficiary of the rent received. From the above documents, 

there is no iota of doubt that the Board is neither the owner, nor is the 

lessor, nor is the rent being received by them.  

 

14. The Supreme Court judgement relied upon by the Revenue, pertains 

to the Rental Income received by the Krishi Upaj Mandi Samiti which is 

the Hindi name for Agricultural Product Market Committee [APMC]. As 

per this decision, the APMC is liable to pay the Service Tax. The issue of 

the Board monitoring the working of the APMC, being liable to pay the 

Service Tax was not the issue. Therefore, the case law is of no help to 

the Revenue. 

 

15. In view of the above detailed discussions, we find that the 

confirmed demand is not sustainable on merits. Accordingly, we set 

aside the impugned order and allow the appeal. 

 

16. As held above, the Show Cause Notice has been issued to the 

appellant which should not have been issued in the first place. 

Therefore, holding that no case of suppression has been made out 

against the appellant, we set aside the confirmed demand on extended 

period as time barred. 
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17. Thus, the appeal is allowed on merits and on account of time bar. 

The appellant would be eligible for consequential relief, if any, as per 

law. 

  

(Pronounced in the open court on 17/06/2025) 

 

 

 Sd/- 

  (R. Muralidhar)                                                                

 Member (Judicial) 
  

 Sd/- 
(Rajeev Tandon)      

Member (Technical) 
 Pooja 
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