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A question of seminal inportance relating to the period for which

interest in terns of Section 234B of the Income Tax Act, 1961 (in short 'the
Act’) can be | evied when the Settlement Conm ssion (in short 'the

Conmi ssion’) passes an order under Section 245D of the Act, is the subject
matter of adjudication in these appeal s.” These appeal s are directed agai nst
the common judgrment of the Special Bench of the Conmission (in Gulraj

Engi neering Construction Co. In re-and O's. (1995 (215) ITR ATS 1) which
dealt with five situations where such questions may arise. The situations
according to the Special Bench are as foll ows:

(i) The inconme is determ ned under Section 143(1)
but no regul ar assessnent under Section 143(3) or 144
is made with or without there being a notice under
section 143(2) and /or section 142(1).

(ii) A regul ar assessnent is nade under Section

143(3) or section 144 in addition to the determ nation of
the incone under section 143(1) and an appeal is

pendi ng before the first appellate authority.

(iii) Only a return of inconme is furnished w thout or in
pursuance of a notice under section 142(1) or section

148 and the incone is neither determ ned under section
143(1) nor under section 143(3) or section 144.

(iv) The assessnment made under section 143(3) or
section 144 is reopened under section 147 and neither
any return of income is furnished in response to the
noti ce under section 148 nor is the order of re-
assessment nmade by the Assessing Oficer

(v) A reassessment is made under section 147 read
with section 143(3) or section 144 and an appeal is
pendi ng before the first appellate authority."

Per majority the Special Bench decided as foll ows:

"Interest under Section 234B will be chargeabl e:

In cases | and Ill up to the date of the order passed by
the Settl ement Conmi ssion under section 245D(4).

In case Il up to the date of regul ar assessment made .
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under section 143(3) or section 144 of the Act by the
Assessing O ficer.

In case IV fromthe date of regular assessnent made by
the Assessing O ficer under section 143(3) or section
144, to the date of the order made by the Settl enment
Conmi ssi on under section 245D(4).

In case V to the date of the re-assessnment nmade by the
Assessing Oficer fromthe date of regul ar assessnent
under section 143(3)/144".

In support of the appeals, |earned counsel for the revenue subnitted

that the view expressed by the Special Bench is clearly unsustainable.

Chapter XIX-A which was introduced in the Act nakes a distinction

bet ween incone discl osed by the assessee before the Assessing O ficer and

undi scl.osed i ncome di sclosed in an application filed before the Comm ssion

In the latter situation, the Comm ssion gets jurisdiction if prescribed
conditions are fulfilled. When an assessee files a petition under Section
245C, there isa liability to pay the additional tax in respect of the
undi scl osed i ncone. An exclusive jurisdiction is conferred on the

Conmmi ssion and its order is conclusive. The expressions ’'regular

assessment’ or 're-assessnent’ as appearing in Sections 234A, 234B and

234C relate to incone which was earlier disclosed before the inconme-tax
authorities. For all practical purposes, the Conm ssion exercises origina
jurisdiction and the orders passed under Section 245D(4) and

consequentially under sub-section (6) are in the nature of original orders
determining liability of tax, penalty and interest and quantification thereof.
It has to be borne in. mnd that provisions relating to settlenent as appearing
in Chapter XIX-A constitute a conplete code. Therefore, the view of the
Special Bench with reference to regul ar ‘assessnent ‘as defi ned under Section
2(40), or re-assessnent under Section 147 has no relevance. The liability to
pay interest under Sections 234A, 234B and 234C, as the case may be, is of
mandat ory nature as was observed by a Constitution Bench of this Court in
Conmi ssi oner of Incone Tax v. AnjumM H Ghaswala and Os. (2001

(252) ITR 1). The starting point of the term nus for paynent of interest is
not in dispute. It is only the end point. The sanme has ' to be the date on which
the order is passed by the Conm ssion under Section 245D and not an

earlier point of tine.

Per contra, |earned counsel for the assessee has submtted that both

points of time term nus have been fixed in the provisions, that is, sub-section
(4) of each of the aforesaid three provisions. Wth reference to the
expression 'an order of Settlenent Comm ssion under sub-section(4) of
Section 245D in these provisions, it is submtted that sub-section (4) deals
with the quantum of interest chargeable with reference to the fixed terninus
points and it cannot be beyond the date of regular assessnent or re-
assessment, as the case may be, for the purpose of Section 234B.
Alternatively, it is subnitted that since no term nus has been provided
specifically, there is no liability to pay interest, nobre so when there is no
chargi ng section. Reference was al so made to Commi ssioner of |ncone Tax

v. Express Newspapers Ltd. (1994 (206) | TR 443) to substantiate the stand.

In the present case, the dispute relates to the period for which interest
i s chargeabl e under Section 234B. Sections 234A, 234B and 234C relate to
three different types of infractions. Under Section 234A, interest is
chargeabl e for default in furnishing a return of income. Levy is attracted
when return of incone for any assessment year under sub-section (1) or sub-
section (4) of Section 139 or in response a notice under sub-section (1) of
Section 142 is furnished after the due date or is not furnished. Levy in terns
of Section 234B to which the present cases relate, is attracted for defaults in
paynment of advance tax. The provision reads as foll ows:

"Section 234B: Interest for defaults in paynent of .
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advance t ax.

(1) Subject to the other provisions of this section, where,
in any financial year, an assessee who is liable to pay
advance tax under section 208 has failed to pay such tax
or, where the advance tax paid by such assessee under

the provisions of section 210 is less than ninety per cent
of the assessed tax, the assessee shall be liable to pay
sinple interest at the rate of one and one-half per cent
for every month or part of a nobnth conprised in the
period fromthe 1st day of April next follow ng such
financial year to the date of determ nation of tota

i ncomre under sub-section (1) of section 143 and where a
regul ar assessnent is nmade, to the date of such regul ar
assessnment, on an anount equal to the assessed tax or, as
the case may be, on the anount by which the advance

tax paid as aforesaid falls short of the assessed tax.

Expl anation 1- In this section, "assessed tax" neans, -
(a) florthe purposes of conputing the interest
payabl e under section 140A, the tax on the

total income as declared in the return

referred to in that section;

(b) in any other case, the tax on the tota

i ncomre determ ned under sub-section (1) of

section 143 or on regul ar assessnent,

as reduced by the amount of tax deducted or collected at
source in accordance with the provisions of Chapter

XVIl on any income which is subject to such deduction

or collection and whichis taken into account in
conputing such total incone.

Expl anation 2. \Were, in relationto an assessnent
year, an assessment is made for the first tinme under
section 147, the assessment so made shall be regarded as
a regul ar assessment for the purposes of this section

Expl anation 3. In Explanation 1 and in sub-section (3)
"tax on the total incone deternined under sub-section
(1) of section 143" shall not include the additiona

i ncome-tax, if any, payable under section 143:

(2) Were, before the date of determ nation of tota

i ncomre under sub-section (1) of section 143 or

conpl etion of a regular assessnent, tax is paid by the
assessee under section 140A or otherw se, -

(1) interest shall be cal cul ated in accordance
with the foregoing provisions of this section

up to the date on which the tax is so paid,

and reduced by the interest, if any, paid

under section 140A towards the interest

chargeabl e under this section;

(ii) thereafter, interest shall be calcul ated at the
rate aforesaid on the anpbunt by which the

tax so paid together with the advance tax

paid falls short of the assessed tax.

(3) VWere, as a result of an order of re-assessnment or
re-conputati on under section 147, the anpbunt on which
i nterest was payabl e under sub-section (1) is increased,
the assessee shall be liable to pay sinple interest at the
rate of one and one-half per cent for every nonth or part
of a month conprised in the period commenci ng on the
day followi ng the date of determ nation of total incone
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under sub-section (1) of section 143 and where a regul ar
assessment is made as is referred to in sub-section (1)
followi ng the date of such regular assessment and endi ng
on the date of the re-assessnent or re-conputation under
section 147, on the amount by which the tax on the tota
i ncome determ ned on the basis of the re-assessnent or
re-conputati on exceeds the tax on the total incone

det erm ned under sub-section (1) of section 143 or on
the basis of the regul ar assessnent aforesaid.

(4) VWere, as a result of an order under section 154 or
section 155 or section 250 or section 254 or section 260

or section 262 or section 263 or section 264 or an order

of the Settlenment Conmi ssion under sub-section (4) of
section 245D, the amount on which interest was payable
under sub-section (1) or sub-section (3) has been

i ncreased or reduced, as the case may be, the interest
shal | be increased or reduced accordingly, and

(i) i'n-a case where the interest is increased, the
Assessing O ficer shall serve on'the

assessee a notice of demand in the

prescri bed form speci fying the sum

payabl e, and such notice of demand shal |l  be

deened to be a notice under section 156

and the provisions of this Act shall apply

accordi ngly;

(ii) in a case where the interest is reduced, the
excess interest paid, if any, shall be

ref unded.

(5) The provisions of this section shall apply in

respect of assessnments for the assessnent year
conmenci ng on the 1st day of April, 1989 and
subsequent assessnent years."

The levy is attracted where subject to other provisions in the section

in any financial year an assessee who is |liable to pay the advance tax under
Section 208, has failed to pay such tax or where advance tax paid by such
assessee under the provisions of Section 210 is |l ess than ninety per cent of
the assessed tax. The beginning point is first day of April next follow ng the
rel evant financial year. Different end points are prescribed. They are (l) up
to the date of determination of total incone under sub-section (1) of Section
143; (ii) the date of regular assessnent when a regul ar assessnment is nade

and (iii) where there is an order of re-assessment or re-conputation under
Section 147, or the difference of assessed income on re-assessnment or re-

conputation and originally assessed inconme till date of re-assessnment or re-
conputation, as the case nmay be. Sub-section (3) provides the nodalities to
be adopt ed.

Section 234C deals with interest for deferment of advance tax.

As noted above, great enphasis is laid by the assessee on sub-section

(4) of Section 245D which, inter alia, provides that where as a result of an
order of the Settlement Comm ssion under sub-section (4) of Section 245D
the anount on which interest was payabl e under sub-section (1) or sub-
section (3) has been increased or reduced, as the case may be, the interest
shal | be increased or reduced accordingly. Fromthis, according to the
assessee, the inference to be drawn has to be that only the quantum of

i ncome on which interest is charged which is varied, but the period remains
fixed.

One basic feature of Chapter XIX is that it relates to i ncone which
was not discl osed before the incone-tax authorities. This is evident from
Section 245C which reads as foll ows:
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"Section 245C. Application for settlenent of cases.
245C(1): An assessee nmmy, at any stage of a case
relating to him nmake an application in such formand in
such manner as mamy be prescribed, and containing a ful
and true disclosure of his income which has not been

di scl osed before the Assessing Oficer, the manner in
whi ch such inconme has been derived, the additiona

amount of incone-tax payable on such inconme and such

ot her particulars as may be prescribed, to the Settl enent
Commi ssion to have the case settled and any such
application shall be disposed of in the manner

herei nafter provided:

Provi ded that no such application shall be nmade
unl ess, -

(a) the assessee has furnished the return of incone
which he is or was required to furnish under any of the
provisions of this Act; and

(b) the additional anpunt of incone-tax payable on
the incone disclosed in the application exceeds one
hundred t housand rupees.

(1A) For the purposes of sub-section (1) of this section
and sub-sections (2A) to (2D) of section 245D, the
addi ti onal anpbunt of incone-tax payable in respect of

the incone disclosed in an application made under sub-
section (1) of this section shall be the anount cal cul ated
in accordance with the provisions of sub-sections (1B)

to (1D).

(1B) Where the incone disclosed in the application
relates to only one previous year, -

(1) if the applicant has not furnished a return in
respect of the total income of that year (whether or not
an assessnent has been nmade in respect of the tota

i ncomre of that year), then, except in a case covered by
clause (iii), tax shall be cal cul ated on the incone

di sclosed in the application as if such income were the
total incorme;

(ii) if the applicant has furnished a return in respect of
the total incone of that year (whether or not an

assessment has been nade in pursuance of such return),

tax shall be calculated on the aggregate of the tota

i ncome returned and the incone disclosed in the

application as if such aggregate were the total incong;

(iii) if the proceedi ng pending before the incone-tax
authority is in the nature of a proceeding for
reassessnent of the applicant under section 147 or by
way of appeal or revision in connection with such
reassessnent, and the applicant has not furnished a
return in respect of the total incone of that year in the
course of such proceeding for reassessnent, tax shall be
cal cul ated on the aggregate of the total income as
assessed in the earlier proceeding for assessment under
section 143 or section 144 or section 147 and the

i ncome disclosed in the application as if such aggregate
were the total income.

(1C) The additional anount of inconme-tax payable in
respect of the income disclosed in the application .
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relating to the previous year referred to in sub-section
(1B) shall be,

(a) in a case referred to in clause (i) of that sub-
section, the ampunt of tax cal cul ated under that cl ause;

(b) in a case referred to in clause (ii) of that sub-
section, the anpbunt of tax cal cul ated under that clause
as reduced by the amount of tax calculated on the tota

i ncome returned for that year

(i) in a case referred to in clause (iii) of that sub-
section, the anpbunt of tax cal cul ated under that clause
as reduced by the ampbunt of tax calculated on the tota

i ncome assessed in the earlier proceeding for assessnent
under section 143 or section 144 or section 147"

(Underlined for enphasis)

Prior to substitution by Finance Act, 1987 w.e.f. 1.6.1987, the proviso
to sub-section (1) read as foll ows:
"provi ded that no such application shall be made
unl ess the additional “anpbunt of incone tax payable on
the incone disclosed in the application exceeds fifty
t housand rupees. "

The word fifty thousand rupees in the earlier proviso has been substituted by
the expression "one hundred thousand rupees" by the Finance Act, 1995

w.e.f. 1.7.1995. Sone changes were introduced by Finance Act, 1987 w.e.f.
1.6.1987 in sub section (1B) and (1C) whi ch do not ‘have nuch inportance

for the present appeals.

The Conmission is not bound to proceed with any application filed
under Section 245C as is clear from Section 245D. The special provisions so
far as relevant read as foll ows:

Section 245D: Procedure on receipt of an application
under section 245C.

"245D(1)- On receipt of an application under section
245C, the Settlement Conm ssion shall call for a report
fromthe Conm ssioner and on the basis of the materials
contained in such report and having regard to the nature
and circunstances of the case or the conplexity of the

i nvestigation involved therein, the Settlenent

Conmi ssion may, by order, allow the application to be
proceeded with or reject the application

Provi ded that an application shall not be rejected
under this sub-section unless an opportunity has been
given to the applicant of being heard:

Provi ded further that the Conm ssioner shal

furnish the report within a period of forty-five days of
the receipt of communication fromthe Settl enent

Conmi ssion in case of all applications nmade under

section 245C on or after the 1st day of July, 1995 and if
the Conmi ssioner fails to furnish the report within the
said period, the Settlement Conm ssion rmay nake the

order without such report.

(2) X X X X X
(2A) Subject to the provisions of sub-section (2B), the
assessee shall within thirty-five days of the receipt of a
www.taxcode.in
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copy of the order under sub-section (1) allow ng the
application to be proceeded with, pay the additiona
amount of incone-tax payable on the incone disclosed
in the application and shall furnish proof of such
paynment to the Settl enent Commi ssion.

(2B) If the Settlenment Conmission is satisfied, on an
application nade in this behalf by the assessee, that he
is unable for good and sufficient reasons to pay the
addi ti onal anobunt of incone-tax referred to in sub-
section (2A) within the time specified in that sub-
section, it may extend the tinme for paynment of the
amount whi ch renains unpaid or allow paynment thereof

by instalnments if the assessee furni shes adequate
security for the paynent thereof.

(2C) Were the additional anpbunt of income-tax is not
paid within the tinme specified under sub-section (2A),

t hen, whether or not the Settlenment Commi ssion has
extended the tine for paynent of the anobunt which

remai ns unpaid or has all owed paynment thereof by

i nstal ments under sub-section(2B), the assessee shall be
liable to pay sinmple interest at fifteen per cent per
annum on the anmount remaini ng unpaid fromthe date of
expiry of the period of thirty-five days referred to in
sub-section (2A).

(2D) X X X X X

(3) Where an application is allowed to be proceeded
wi th under sub-section (1), the Settlement Conm ssion
may call for the relevant records fromthe
Comm ssi oner and after exam nation of such records, if
the Settlement Conmission is of the opinion that any
further enquiry or investigation in the matter is
necessary, it may direct the Conm ssioner to make or
cause to be nmade such further enquiry or investigation
and furnish a report on the natters covered by the
application and any other nmatter relating to the case.

(4) After exanination of the records and the report of
the Conmi ssi oner, received under sub-section (1), and

the report, if any, of the Conm ssioner received under
sub-section (3), and after giving an opportunity to the
applicant and to the Conmi ssioner to be heard, either in
person or through a representative duly authorized in
this behal f, and after exam ning such further evidence as
may be placed before it or obtained by it, the Settl enent
Conmi ssion may, in accordance with the provisions of

this Act, pass such order as it thinks fit on the natters
covered by the application and any other natter relating
to the case not covered by the application, but referred
to in the report of the Commi ssioner under sub-section
(1) or sub-section (3).

(5) X X X X X

(6) Every order passed under sub-section (4) shal
provide for the terns of settlenent including any

demand by way of tax, penalty or interest] the manner in
whi ch any sum due under the settlenent shall be paid

and all other matters to nake the settlenent effective

and shall also provide that the settlenent shall be void if
it is subsequently found by the Settl ement Conmi ssion

that it has been obtained by fraud or m srepresentation

of facts.
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(6A) Where any tax payable in pursuance of an order

under sub-section (4) is not paid by the assessee within
thirty-five days of the receipt of a copy of the order by
him then, whether or not the Settlenent Comm ssion

has extended the time for paynment of such tax or has

al | owed paynent thereof by instalnents, the assessee

shall be liable to pay sinple interest at fifteen per cent
per annum on the anpbunt renaining unpaid fromthe

date of expiry of the period of thirty-five days
aforesaid.”

The principles indicated by the Constitution Bench in Anjunis case (supra)
are as follows:

"1, Conmi ssion in exercise of its power under

Section 245D(4) and (6), does not have the power to

reduce or waive interest statutorily payabl e under
Sections 234A, 234B and 234C, except to the extent of
granting relief under the Crculars dated 23rd May, 1996

i ssued by the Board under Section 119 of the Act. Wile
exerci sing the power derived under the Crculars of the
Board, the Commi ssion does not act as a subordinate to

the Board but will be- enforcing the relaxed provisions of
the circulars for the benefit of the assessee in the
process of settlenent.

2. Interest due under the mandatory provisions |ike
Sections 234A, 234B and 234C has to be included in the
settl enent.

3. Wer ever the Act contenplated power to waive or
reduction of interest to be exercised by any particul ar
authority in any particular situation it has done so like in
Sections 139(8), 215(4), 216 and Section 220(2A) of the
Act .

4. Prior to Finance Act, 1987, the corresponding
sections pertaining to inposition of interest used the
expression 'may’ but the change brought about in the

Fi nance Act, 1987 is a clear indication that the intention
of the legislature was to nmake the collection of statutory
i nterest mandatory. The expression 'shall’ is used

deli berately."

Sub-section (1) of Section 245C makes it clear that at any stage of a case
relating to himan assessee may nmake an application to the Conm ssion

di sclosing fully and truly his inconme which has not been di scl osed before the
Assessing Oficer. (Underlined for enphasis). To put it differently, an
assessee cannot approach the Comm ssion for settlenment of his case in

respect of an incone which has already been disclosed before the Assessing

O ficer. The inconme disclosed as contenplated i's in the nature of voluntary
di scl osure of concerned incone.

Section 245F dealing with powers and procedure of Settl enent
Commi ssion provides that in addition to the powers conferred on the
Settl ement Conmi ssion under Chapter XIX-A, it has all the powers which
are vested in the incone-tax authority under the Act. Sub-section (2) is of
vital inmportance and provides that where an application nmade under Section
245C has been allowed to be proceeded with under Section 245D, the
Comm ssion shall until an order is passed under sub-section (4) of Section
245D, subject to the provisions of sub-section (3) of that section have
exclusive jurisdiction to exercise the powers and performthe functions of
the incone-tax authority under the Act in relation to the case. In essence, the
Conmi ssion assunes jurisdiction to deal with the matter after it decides to
proceed with the application and continues to have the jurisdiction till it
makes an order under Section 245D. As noted by the Constitution Bench in
Anjum s case (supra), Section 245D(4) is the charging section and sub-
section (6) prescribes the nodalities to be adopted to give effect to the order
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It has to be noted that the | anguage used in Section 245D is "order" and not
"assessnent". The order is not described as the original assessnment or
regul ar assessnment or re-assessnent. In that sense, the Conm ssion exercises
a plenary jurisdiction. The assessee’s stand before the Special Bench of the
Conmi ssi on was that there is no charging section for levy of interest. Such
a plea did not find acceptance by the Constitution Bench in Anjum s case
(supra). The further plea that there is no requirenent to pay interest as no
poi nts of term nus have been fixed is equally untenabl e because the
Constitution Bench held that the levy is nandatory. Equally, without
substance is the plea taken that terminus has to be as provided in relation to
di scl osed income. It cannot be even countenanced that no interest is
chargeabl e for that portion of the income formng part of the total incone as
det erm ned by the Conmi ssion which was not earlier disclosed before the
Assessing O ficer.

The Conmi ssion’s power of settlenent has to be exercised in

accordance with the provisions of the Act. Though the Comni ssion has
sufficient el bowmwoomin assessing the income of the applicant and it cannot
nmake any order with-a termof settlenent which would be in conflict with

the nmandatory provisions of the Act like in the quantum and paynent of tax
and the interest. The object of the l'egislature, as noted by the Constitution
Bench, in introducing Section 245C is to see that protracted proceedi ngs
before the authorities or in Courts are avoided by resorting to settlenent of
cases. In this process an assessee cannot expect any reduction in anounts
statutorily payabl e under the Act. Under Section 245H, the Conmi ssion has

the power to grant imunity to the assessee from prosecution and penalty.

The imunity extends not only to penal provisions of the Act but to of fences
under the Indian Penal Code, 1860 (in-short 'the IPC ), or under any other
Central Act for the time being in force. Benefit of waiver or reduction in the
i mposition of penalty under the Act with respect to the cases covered by the
settlenent is extended as provided under Section 245H(1). Here again, the
imunity is not available in cases where the proceedings for prosecution for
the indicated of fences have been instituted before the date of receipt of the
application under Section 245C. The imunity granted stands w thdrawn in

case of failure to pay sumspecified in the order of settlenment passed under
sub-section (4) of Section 245D within the specified time or the extended
time.

Har moni si ng various provisions of the Act  and'the legislative intent in
i ntroduci ng Chapter Xl X-A, the position.is indisputable that the end point of
the termnus has to be the date on which the Conmission passes an order
under Section 245D(4). Any other interpretation would | ead to absurd result
because the assessee who has conceal ed incone is placed at a nore
advant ageous position vis--vis one who has declared his inconme truly and
fairly. By way of illustration it woul d be seen-that a person who has
di scl osed rupees ten | akhs as income and paid advance tax correctly is.in a
way deprived use of the amount paid as advance tax for the period during
whi ch an assessee who has not disclosed the correct income and has
di scl osed rupees two | akhs before the Assessing Oficer and subsequently
goes before the Comm ssion disclosing rupees eight lakhs nakes use of the
amount which was required to be paid as advance tax. It is for this default in
not paying the correct advance tax that interest Section 234B is |evied and
has to be till the date of order under Section 245D(4).

A construction which reduces the statute to a futility has to be
avoi ded. A statute or any enacting provision therein nmust be so construed as
to nake it effective and operative on the principle expressed in maxi mut res
magi s val eat quam pereat i.e. a liberal construction should be put upon
witten instruments, so as to uphold them if possible, and carry into effect
the intention of the parties. (See Broom s Legal Maxins (10th Edition), page
361, Craies on Statutes (7th Edition) page 95 and Maxwell on Statutes (11lth
Edition) page 221.)

A statute is designed to be workable and the interpretation thereof by
a Court should be to secure that object unless crucial om ssion or clear .
www.taxcode.in




http://JUDIS.NIC. IN supreve GaserCéatiqna(2017) taxcode.in 447 $hge 10 of 11

direction makes that end unattainable. (See Wiitney v. Comm ssioner of
I nl and Revenue (1926) AC 37 p.52 referred to in Conm ssioner of I|ncone
Tax v. S. Teja Singh (AR 1959 SC 352), Gursahai Saigal v. Conmissioner
of Incone Tax, Punjab (AR 1963 SC 1062).

The Courts will have to reject that construction which will defeat the
plain intention of the |egislature even though there may be sone inexactitude
in the | anguage used. (See Sal mon v. Dunconbe (1886) 11 AC 627 p. 634
(PG, Curtis v. Stovin (1889) 22 CBD 513) referred to in S. Teja Singh's
case (Supra).

If the choice is between two interpretations, the narrower of which
woul d fail to achieve the manifest purpose of the |egislation we should avoid
a construction which would reduce the legislation to futility, and should
rat her accept the bol der construction, based on the view that Parlianent
woul d l egislate only for the purpose of bringing about an effective result.
(See Nokes vs. Doncaster Amal gamated Collieries (1940) 3 All E. R 549
(CL) referred to'in Pye vs. Mnister for Lands for NSW(1954) 3 Al ER 514
(PC). The principles indicated in the said cases were reiterated by this Court
i n Mohan Kumar Singhania v. Union of India (AIR 1992 SC 1)

The statute nmust be read as a whol e and one provision of the Act
shoul d be construed with reference to other provisions in the sane Act so as
to nmake a consi stent enactnent of the whole statute.

The Court nust ascertain the intention of the |egislature by directing
its attention not nerely to the clauses to be construed but to the entire
statute; it must conpare clause with other parts of the law and the setting in
which the clause to be interpreted occurs. [See R S. Raghunath v. State of
Kar nat aka and Anr. (AILR 1992 SC 81)]. Such a construction has the nerit
of avoi di ng any inconsistency or repugnancy either within a section or
between two different sections or provisions of the sane statute. It is the
duty of the Court to avoid a head on cl ash between two sections of the sane
Act. [See Sultana Begumv. Prem Chand Jain (AR 1997 SC 1006)]

VWhenever it is possible to do so, it nust be done to construe the
provi si ons which appear to conflict so that they harnonise. It should not be
lightly assunmed that Parlianment had given with one hand what it took away
with the other.

The provisions of one section of the statute cannot be used to defeat
those of another unless it is inpossible to effect reconciliation between
them Thus a construction that reduces one of the provisions to a "usel ess
lunmber’ or 'dead letter’ is not a harnonised construction. To harnonise is
not to destroy.

Even though in Section 245D(4) or in section 245D(6), the term nus
points for charging interest have not been specifically provided, they have to
be charged in the spirit of Sections 234A, 234B and 234C. The interests
charged under Sections 245D(2C) and 245D(6A) are for different types of
defaults and are not really relatable to Sections 234A, 234B and 234C.

There is another way of |ooking at the issue. Section 243B(3) provides
differently for regul ar assessnent and re-assessnment. In-a re-assessment,
ordinarily incone assessed is nore than what was determned originally. If
two different periods are provided to neet such a situation, it is
i nconcei vabl e that legislature intended to totally give a go by to interest on
the income which for the first tine is disclosed before the Commi ssion. By
anal ogy and harnony, the period has to be till the date of Conm ssion’s
or der.

To put it differently, the interests charged in terns of Sections 234A,

B and C becone payable on the inconme already disclosed in the returns

filed, together with the incone disclosed before the Conmi ssion. The

concerned interest as aforesaid shall be on the consolidated anount of
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i ncome, i.e. both disclosed and undi scl osed. As indicated above, such
interests shall be charged till the Conmission acts in terns of Section 245D

Thereafter, the prescription relating to charging of interests etc. becones
operative, after the Commission allows the application for settlement to be
proceeded with. In such event, there is no further charge of interest in termns
of Sections 234A, B and C. The interest charged in terns of Section 245D is

a separate levy and not in terns of interest chargeabl e under Sections 234A,

B and C. Therefore, the apprehension that there is scope for chargi ng of
interest on interest is wthout any basis.

To sumup, the inevitable conclusion is that interest has to be charged
for the period beginning fromthe first day of April next follow ng the
rel evant financial year up to the date of Conm ssion’s order at the rate
applicabl e, on interest chargeabl e under Section 234B, when an order under
Section 2454(D)(4) is passed, followed by quantification under Section
245(D) ( 6)

The appeal s are allowed to the extent indicated above.
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