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INTRODUCTION
These class notes are aimed at providing students the working knowledge and
understanding of Law being interpreted by the Courts where the language
used in legislation is vague, doubtful and ambiguous. But every statute does
not carry the same objective and each law has different purpose to serve.

Keeping this in mind the courts have developed different approaches to

statutory construction.
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A. Rule of Restrictive / Strict Interpretation:

As the social, economic and political conditions of the society keep on
changing, interpretations of laws also require change. Legislature is not
equipped to meet such changing conditions and legislature cannot anticipate
every situation which might occur in real life. Thus, it is Courts which play the

role and interpret the laws to adapt as per needs of the society.

Strict rule of interpretation is one of the principles used to'interpret fiscal and
penal statutes. According to this rule, plain, clear/and direct meaning is given
to words which are used in common parlance by the general public to which
such law is applicable. There can be no presumption by court with regpect to

particular meaning. Court cannot give particular meaning to a word which' is

taxes from Article 265 of the Constitution of India which states that

“No tax can\be levied or collected unless it has the authority of law”.

It is through this article that the legislature acquires the right to impose tax
and prescribe various conditions under which such tax is applicable.

Interpretation means to give meaning to some words which are ambiguous or
unclear by looking into the intention of the legislature, purpose which the law
fulfils or the mischief it eliminates which existed prior to enactment of that
law. It is a common rule that words are to be given their direct and

grammatical meaning. But in case there are any ambiguities then the help of
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interpretation is taken by understanding the context in which such words are
used. Such meaning is given which solves the purpose of the law and which
seems to be the intention of the legislature. Practical applicability of laws is
different from drafting & enforcing the law. It is the role of judiciary to
interpret the laws made by the legislature. It is the function of Judiciary to

apply the law made by the legislature on case to case basis.

The Legislature also has power to delegate its -making power to the

Executive for proper implementation of the laws. Such delegation of power is

linate

authority of law.\Thus; unless the imposition of tax is clearly backed by law, no
tax can be imposed. Taxation statute is a fiscal statute which is enacted on the
basis of trial and error method or on experimentation basis. It is not
practicable for legislature to anticipate all the possible situations or conditions
which may arise after the law is enacted. It is possible that the assessee might

use some shortcomings in the law as a loophole and take advantage of it. As
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tax results in pecuniary burden so the benefit of doubt is given to assessee in
case of any contradictions.

Strict rule is applicable to taxation statutes, so courts are bound to give clear
and plain meaning to the words without delving into the consequences it can
result in. There is no presumption of tax or intendment of the legislature to

impose tax unless clearly and specifically provided. Thus, it is the legislature or

subordinate authority to come forward and mendments and
clarifications to rectify the loopholes.

Thus, direct meaning is given to words used in the statute and in case of two

legislature wants\to cover under the law. Charging provisions are to be

it results in financial burden. There cannot be any

interpreted strictly as

ambiguity and mieaning which is clear, obvious, direct is given. Nothing can be
inferred to substantiate the intention of the legislature or purpose for which
the law was made. Once the revenue shows that particular subject is covered
by law then tax is applicable for all those subjects. But if it fails to prove then

no tax can be imposed by extending the meaning.
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Principal of equity has no role to play in case of taxation law. It is because
there is lot of deeming legal fiction involved in tax laws. Thus, whatever is
written must be strictly followed without considering its justness. If the words
are clear, then court has to give that meaning irrespective of consequences it
resulted into or in other words even if such construction is inequitable, then

also the Court is bound due to legal fiction. Court cannot meet the deficiency

by extending the provisions of the statute. It is daty of\the legislature to
rectify it through amendments.
In a Taxation statute, if a word has a clear meaning, then in that case, the

court is bound to follow the clear meaning|even if such meaning results in

absurd results. It is in legislature’s domain to rectifyxsuch absurdity. In case/of

taxation statutes, Courts cannot extend the scope v_by giving meanings

to word which are uncledr/or uncertain. This is based_on the reason that if

is used for writing, packaging and printing
whereas_carbon paper is used entirely for different purpose. Moreover,
manufacturing,/process of carbon paper is entirely different and
complicated from that of normal paper. So, Court held carbon paper
will not be included in normal paper so as to make it subject to taxation.
It was held that meaning of paper is quiet clear and there is no need to
interpret it so as to extend its meaning to include carbon paper. Thus,
Courts are not required to extend the meaning to cover the subjects

which on the face cannot be included in common parlance. It is only
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when specifically provided by statute then only it becomes subject to
tax. The words used in the taxation law should be given meaning which
is understood by general public in daily routine and one which is
popular. Such meaning should be given to words which people to whom
law is applicable are familiar with.

The second and third stage involved in any tax laws are assessment of the

liability and recovery of dues respectively. These grovisiens are machinery
provisions which provides for technicalities and procedure to be followed

under the act to make it functional. These provisions are to be interpreted

intention of the authority making the law.

The doctrine of Substantial Compliance:

It is based on théprinciple of equity which is also applicable to taxation laws.
According to this doctrine, if the conditions for claiming exemptions are met
substantially or only a few minor procedural requirements are not fulfilled
which does not hamper the purpose for which such law was made then in that
case substantial compliance can also entitles one to claim exemptions.

Applicability of such doctrine is based on case to case basis as it results are
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different depending on facts of each case, extent of compliance, whether
partial compliance fulfils the essence, object and purpose of the law.

The Courts have remained of the view that imposition of tax is burden on the
assessee so it should be interpreted strictly and no such construction should
be made on the basis of presumptions and assumptions as to the intention of

the legislature. No addition or subtraction should be allowed in case of

charging provisions in furtherance of fulfilling the gurpose of the Act or to

meet intention of the legislature. Tax laws should be interpreted in manner so
as to maintain a balance between interest of both revenue department and

the assessee.

it
complex transaction
system, then the Courtsshould asonable and equitable
construction in favour of re examples for future

courts are first mentioned befére analyzing the cases on different approaches.

Interpretation ‘of statute means that the court has to ascertain the facts and

then interpret the | to apply to such facts. It is the function of the
legislature to say what shall be the law and it is for the court to say that what
the law is. Where the language is plain and unambiguous and admits of only
one meaning no question of construction of statute arises for the statute
speaks for itself. The maxim “A Verbis legis non est recedendum” means that

you must not vary the words of the statute while interpreting it.
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The manner in which the Income-Tax Act has been drafted leaves great
scope for litigation. For this purpose, principles of interpretation have to be
applied. These principles themselves are not infallible and would depend on
the facts of each case. The two well-settled principles of interpretation, as

applicable in taxing statutes, are:

(1) There is no equity in tax, and the principle of strict or literal construction

It is well settled principle that tax exemptions are strictly against taxpayers.
Tax refunds in the nature of tax exemption, are resolved strictly against the
claimant. Recently, in the case of Manila North Tollways Corporation vs.
Commissioner of Internal Revenue, The Court of Tax Appeals (CTA) had an

occasion to apply again this principle of strict construction of tax exemption
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and reiterated its position that an application for tax treaty relief must be filed
prior to any availing of tax treaty provision. It is a strict principle of
interpretation that a statute should be read in its ordinary, natural and
grammatical sense.

In Innamuri Gopalam and Maddala Nagendrudu v State of A. P., the

exemption was denied to the assessee on the ground that the intention of the

was not a case of double

notification was to avoid double taxation, and as this
preme Court held that on the
as entitled to exemption, and

since the intention was not reflected in plainiwords, it could not be tak

used. It\was held that the exemption notification only required proof

that the raw maphtha was intended for use in the manufacture of
fertilisers{and there was no further requirement that it was actually so
used. Hence, if it was purchased with the intention to be used for the
manufacture of fertilizers, it was exempt, even though it could not be

used for some reason subsequently.
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Exemption Clause - Strict Construction:

The law is well settled that a person who claims exemption or concession has
to establish that he is entitled to that exemption or concession. A provision
providing for an exemption, concession or exception, as the case may be, has
to be construed strictly with certain exceptions depending upon the settings

on which the provision has been placed in the Statute and the object and

exemption.
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(ii) Construction of Penal Statutes:

In a penal law if there appears to be a reasonable dubiety or ambiguity, it shall
be decided in favour of the person who would be liable to the penalisation.
If a penal provision fairly be so construed as to avoid the punishment, it must

be so interpreted. If there can be two reasonable interpretations of a penal

provision, the more lenient should be made applicable.

unambiguously fall under theletter of the law. Legislation which deals with

the jurisdiction .and the procedure relation to imposition of the penalties will
be strictly construed. "Where certain procedural requirements have been laid
down by a statute’to be completed in a statute dealing with punishments, the
court is duty bound to see that all these requirements have been complied
with before sentencing the accused. In case of any doubt the benefit has to go
to the accused even up to the extent of acquitting him on some technical

grounds. Penal provision cannot be extended by implication to a particular

case or circumstances. The rule exhibits a preference for the liberty of the
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subject and in a case of ambiguity enables the court to resolve the doubt in
favour of the subject and against the Legislature which has failed to express
itself clearly, but this rule is now-a-days of limited application. The rule was
originally evolved to mitigate the rigours of monstrous sentences of trivial
offences and although the necessity and that strictness have now vanished,

the difference in approach made to penal statute as against any other statute

still persists.

If a statute laid a mandatory duty but provided [no mode for enforcing it, the

the definition itself, more particularly, where it is a restrictive definition.
Unless there are compelling reasons to do so, meaning of a restrictive and
exhaustive definition would not be expanded or made extensive to embrace
things which are strictly not within the meaning of the word as defined.”

In Anup Bhushan Vohra v. Registrar General, High Court of Judicature at

Calcutta on (16 September, 2011) the Apex Court held that the contempt
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proceedings being quasi-criminal in nature, burden and standard of proof is
the same as required in criminal cases. The charges have to be framed as per
the statutory rules framed for the purpose and proved beyond reasonable
doubt keeping in mind that the alleged contemnor is entitled to the benefit of
doubt. Law does not permit imposing any punishment in contempt
proceedings on mere probabilities; equally, the court cannot punish the

alleged contemnor without any foundation meré conjectures and

interpretation ofstatute the rule of interpretation of criminal statutes is

altogether a different cup of tea. It is not open to the court to add something
to or read something in the statute on the basis of some supposed
intendment of the statute. It is not the function of this Court to supply the
casus omissus, if there be one. As long as the presumption of innocence of the

accused prevails in this country, the benefit of any lacuna or casus omissus
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must be given to the accused. The job of plugging the loopholes must strictly
be left to the legislature and not assumed by the court.

So when a statute dealing with criminal offence impinging upon the liberty of
citizens, a loophole is found, it is not for judges to cure it, for it is dangerous to
derogate from the principle that a citizen has a right to claim that howsoever

his conduct may seem to deserve punishment, he should not be convicted

unless that conduct falls fairly within definition .of crime of which he is

charged. The fact that an enactment is a penalprovision is in itself a reason

for hesitating before ascribing to phrases uséd in the meaning broader than

to be invoked \only /in exceptional circumstances where the conditions
incorporated in the exception clause itself exist. It is a settled legal proposition
that exception clause is always required to be strictly interpreted even if there
is a hardship to any individual. Exception is provided with the object of taking
it out of the scope of the basic law and what is included in it and what

legislature desired to be excluded. The natural presumption in law is that but

for the proviso, the enacting part of the Section would have included the
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subject matter of the proviso, the enacting part should be generally given such
a construction which would make the exceptions carved out by the proviso
necessary and a construction which would make the exceptions unnecessary
and redundant should be avoided. Proviso is used to remove special cases
from the general enactment and provide for them separately. Proviso may

change the very concept of the intendment of the enactment by insisting on

PURPOSIVE INTERPRETATION APPROACH

It is not necessary that courts must always favour the interpretation which is
favourable to the accused and not the prosecution but it may also chose to go
for the interpretation which is consistent with the object provided in the law.
In State of Maharashtra v. Tapas D. Neogy, the expression ‘any property’ in
Section - 102 of Cr.P.C. was interpreted to be inclusive of a ‘bank account’ and
hence a police officer who was investigating the matter was justified in seizing
the same. This principle was first explained by James, L.J. who stated: “No

doubt all penal statutes are to be construed strictly, that is to say that the
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court must see that the thing charged as an offence is within the plain
meaning of the word used, and must not strain the words on any notion that
there has been a slip; that there has been a casus omissus; that the thing is so
clearly within the mischief that it must have been included if thought of.

In the case of Union of India v. Harsoli Devi, a Constitution Bench of this court

laid down: - “Before we embark upon an inquiry as to what would be the

correct interpretation of Section 28- A, we think it appropriate to bear in mind

certain basic principles of interpretation of statdte. The rule stated by Tindal,

CJ in Sussex Peerage case, (1844) 11 Cl &/ pi85, still holds the field. The

because it contajns a word which in different context is capable of different

meanings and\it would be hard to find anywhere a sentence of any length
which does not contain such a word. A provision is, in my judgment,
ambiguous only {it contains a word or phrase which in that particular context
is capable of having more than one meaning.” It is no doubt true mat if on
going through the plain meaning of the language of statutes, it leads to
anomalies, injustices and absurdities, then the court may look into the
purpose for which the statute has been brought and would try to give a

meaning, which would adhere to the purpose of the statute.
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Although, the person charged has a right to say that the thing charged
although within the words, is not within the spirit of enactment. But where
the thing is brought within the words, and within the spirit, there a penal
enactment is to be construed, like any other instrument, according to the fair

commonsense meaning of the language used, and the court is not to find or

make any doubt or ambiguity in the language of the penal statute, where such

Suppression of the Mischief:

The language of the penal statute can also be interpreted in a manner which
suppresses the lacuna therein and to sabotage the mischief in consonance
with the Heydon’s Case. For instance in Ganga Hire Purchase Pvt. Ltd. Vs. State
of Punjab, while interpreting the section 60(3) of Narcotic Drugs and

Psychotropic Substances Act, 1985, the word ‘owner’ was given a wider
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meaning for the purpose of confiscation of the vehicle used in furtherance of
the offence mentioned therein i.e. inclusive of the registered owner where
the vehicle was purchased under a hire purchase agreement when all the
instalments were not paid by him.

In the matter of Manjit Singh @ Mange vs C.B.l., Hon’ble Supreme Court

discussed the interpretation of Terrorist and Disruptive Activities (Prevention)

Act. He further » i at the confessional statement of co-accused

recorded before S\P., C.B.l., was admissible in evidence vide Section 15 of the
TADA Act, which provides for the recording of the confessional statements
before the policé officer, not lower in the rank than Superintendent of Police,
and it is made admissible even against co-accused, abettor or conspirator and
the bar under the Evidence Act and Criminal Procedure Code will not come
into play.

The Hon’ble Court observed that confessional statement is a substantive piece

of evidence and can be used against the co- accused by following the
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interpretation provided in S.N. Dube vs. N.B. Bhoir, where the Apex Court
observed that “Section 15 of the TADA Act is an important departure from the
ordinary law and must receive that interpretation which would achieve the
object of that provision and not frustrate or truncate it and that correct legal
position is that a confession recorded under Section 15 of the TADA Act is a

substantive piece of evidence and can be used against a co- accused also, if

held to be admissible, voluntary and believable.”
Mr. Tulsi used various judgments of the /Apex Court including Dadi

Jagganadhan v. Jammulu Ramulu and Ors.,/ where a Constitution Bench of

conviction of the accused cannot be sustained. In the instant case, according
to the learned counsel, the sanction was obtained from the S.P., C.B.I.

But the Hon’ble Court held that the phrase “District SP” has been used in
order to take the sanction of a senior officer of the said district, when the
prosecution wants to record any commission of a offence under the Act, the

reason appears to be that the Superintendent of Police of the District is fully
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aware of necessity to initiate the proceedings under the stringent criminal law
like the TADA Act. In the instant case, the State Government, in exercise of the
power conferred by Section 3 of the Delhi Police Special Establishment Act,
1946, has handed over the investigation to CBI. The Hon’ble Court was
inclined to hold that in matters concerning national security, as is the case of

terrorist acts, the Centre and an autonomous body functioning under it would

be better equipped to handle such cases. Therefore, priorapproval' by the SP
of CBI would adequately satisfy the requirement$ under Section 20A (1).

Similarly in the leading matter of Reema Aggarwal v. Anupam Aggarwal, a

aken cognizance unless there was a sanction
from the appropriate government. The learned senior counsel analyzed the
whole Section c¢losely” and urged that in the absence of a sanction, the
cognizance of the offences under the Prevention of Corruption Act could not
have been taken. It was also urged that a literal interpretation is a must,
particularly, to sub- Section (1) of Section 19. But the Apex Court observed- :
“...we, therefore, reject the theory of litera regis while interpreting Section
19(1)... However, as per the interpretation, it excludes a person who has

abused some other office than the one which he is holding on the date of
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taking cognizance, by necessary implication. Once that is clear, the necessity
of the literal interpretation would not be there in the present case we
specifically hold that giving the literal interpretation to the Section would lead
to absurdity and some unwanted results ... hold that the appellants in both
the appeals had abused entirely different office or offices than the one which

they were holding on the date on which cognizance was taken and, therefore,

there was no necessity of sanction under Section 19/
After the detailed analysis of various methods @f interpreting a penal statute
in the paper we can broadly categorize the method of interpretation by
concluding that firstly the basic rule of interpreting such laws is totrictly
ords

be always

administered.
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Interpretation of statutes concerning rights:

A beneficial statute confers benefit on individuals if any provision is
ambiguous so that is capable of two meanings, one of which would preserve
the benefit and another which would take it away, the meaning which
preserves it should be adopted. The basis of this rule is that the courts should

be generous towards the persons on whom benefits has been conferred by

the statute. It involves giving widest meaning to sta e different kinds of
legislations which receive beneficial constructios
» The Factories Act,
» Industrial Disputes Act,

» Consumer Protection Act,

gtoon v. Mohammad Quasium, the Supreme Court held that
the rights of maintenance of children below two years of age and the mother
under Section 125 of the Code of Criminal procedure, 1973 are independent
of each other and any subsequent legislation like the Muslim Women
(Protection of rights on Divorce) Act, 1986 could not affect the same in

absence of clear provision to the effect.
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