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INTERPRETATION OF TAXATION STATUTE 

Punam Balodia1 

ABSTRACT 

As the social, monetary and political states of the general public continues changing, 

translations of the laws additionally require change. Governing body isn't prepared to meet 

such changing conditions and assembly can't foresee each circumstance which may happen, 

in actuality. Along these lines, it's Courts which decipher the laws to adjust according to 

necessities of the general public.  

The intension of the lawmaking body:-  

1. It conveys the idea of "signifying" that is the significance of the wards in artistic and 

syntactic faculties which known by overall population in their customary life.  

2. It pass on the idea of "reason and object" or the "reason and soul" through the rule.  

Thusly the cycle of development joins both exacting and useful methodologies. High court 

2said that what one may accept or think to be the intension of Parliament can't win if the 

language of the rule doesn't uphold the view, hence the object of the resolution must be 

gathered from the language and not on what one accept or thinks. 

  

                                                             
1 BBA LLB, FOURTH YEAR, SCHOOL OF LAW, KIIT UNIVERSITY, BHUBANESWAR. 
2 M/s. Gem Granites v. Commissioner of Income Tax, Tamil Nadu SCC 319, 2004. 
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INTRODUCTION 

Tax is a monetary penalty on the taxpayer on the basis decided by the tax authority, such tax 

are levied on income, commodities, services or transactions. Taxes are the basic source of 

government and they utilizes that tax money for the welfare needy people thought the 

country. In India tax was introduced in 1860. In present the Income tax act 1961 is prevailing 

and it applies to whole India including Jammu and Kashmir.  

Interpretation of taxing statute is to interpretation the proviso or clauses which are 

ambiguous, which gives different meaning of the same proviso or clauses or section by 

looking into intention of legislation for forming the statute. It is the role of judiciary to 

interpret the law in practical cases. 

Lawmaking body additionally has capacity to assign its law making capacity to leader for 

usage reason. It can just delegate its capacity to focal leading body of circuitous expense and 

custom in the event of backhanded duty, and on the off chance that immediate assessment to 

focal leading group of direct assessment. However, every one of these subordinates are 

restricted the force given by governing body. 

RULE OF INTERPRETATION 

Severe guideline of translation is one of the standards used to decipher financial and 

correctional resolutions. As indicated by this standard, plain, clear and direct significance is 

given to words which are utilized in like manner language by the overall population. Court 

can't give its own significance to a word which isn't clear by making an assumption that this 

assumption is expectation of lawmaking body. Court can't under the part of conceivable or 

likely goal of the assembly, offer importance to the words which are not satisfactory and 

where logical significance can't be made out.  

Formula:- 

 If the language is uncertain and muddled - severe translation . 

 If the language is plain and clear - plain importance or strict guideline of 

understanding and can't consider other proof that would change the significance.  
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On the off chance that the exacting translation of language is done yet that understanding 

produces idiocy/equivocalness - Golden Rule of understanding will be applied:- implies 

expansion or erasure.  

Rules:-3 

(a) Provision of exception ought to be carefully understood. It isn't available to Court to 

overlook the conditions endorsed in the exception warning  

(b) Mandatory standard must be carefully followed, while significant consistence may do the 

trick in a catalog rule  

(c) Whenever the rule endorsed that a specific demonstration is to be done in a specific way 

and furthermore sets out that inability to agree to the said necessity prompts extreme 

outcomes, such prerequisite is obligatory  

(d) It is the cardinal guideline of the understanding that where a resolution gives that a 

specific thing ought to be done, it ought to be done in the way endorsed and in no other way  

(e) Where a rule is correctional in character, it must be carefully interpreted and followed - 

cited with endorsement4.  

Explanations behind Applicability of Strict Rule on Taxation Statute Duty is an intense 

acquiring of cash from the assessed by the ruler where the citizen isn't qualified for any 

guaranteed advantage. In this way, charges place a weight on the citizen and accordingly 

somewhat it is considered as punishment on the citizen which is forced by the authority of 

law. Hence, except if the burden is finished by charge authority or by charge law, no expense 

can be forced.  

                                                             
3 State of Jharkhand & Ors. Vs. Ambay Cements &Ors., SCC 368 AIR 2003 (2) JCR 309. 
4 CCE Vs Emkay Investments ELT 298: 2004 (174). 
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Tax assessment rule is a rule which is established based on experimentation technique or in 

different wards it very well may be said it is an examination premise. It isn't workable for 

lawmaking body to foresee all the potential circumstances or conditions which may in future 

in the public arena. It is conceivable that the assessed may utilize some escape clause and 

exploit it.  

There is no standard or expectation of the assembly to force charge except if and until it is 

plainly and explicitly gave. Consequently, it is the council or assigned position to corrections 

and redress the provisos.  

RULE OF INTERPRETATION APPROPRIATE TO TAXATION STATUTE 

Tax assessment rule is a financial resolution which forces the weight on the citizen. So such 

resolutions are understood carefully and keeping in mind that translation exacting standard of 

understanding is followed. Where there are two potential results with one rule then the 

understanding which comes favor of assessed will win.  

Tax collection rule includes three phases first, the subject on which expense is demanded or 

forced, second, the evaluation obligation of assessed and third, the recuperation once the 

appraisal is made.  

The primary stage is the place charging arrangements of the demonstration are included. 

These charging arrangements give the classification and level of expense is gathered. There 

can't be any vagueness while deciphering the resolution which is clear, self-evident, direct 

significance of the award is given. Nothing can be finish up to legitimize the expectation of 

the council which the law was made. When the conditions are satisfied then that specific is 

liable to make good on charge, all individual falls under that measures or classification they 

are obligated to pay charge for each one of those subjects. In any case, in the event that it 

neglects to confirmation, at that point no duty can be forced by expanding the significance.  

In the event that the words are clear, at that point court needs to give, regardless of whether 

such development is un-fair, at that point likewise Court is bound because of legitimate 

fiction. Court can't meet the insufficiency by expanding the arrangements of the resolution. It 

is obligation of the council to correct it through alterations.  
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The instance of a case5. For this situation, the issue was consideration of carbon paper in the 

meaning of word "paper". It was held by the Hon'ble Supreme Court that in like manner 

speech word paper is one which is utilized for composing, bundling and printing while 

carbon paper is utilized completely for various reason. In addition, fabricating cycle of 

carbon paper is completely unique and muddled from that of typical paper.  

HELD: Court held carbon paper won't be remembered for typical paper in order to make it 

subject to tax assessment. It was held that importance of paper hushes up clear and there is no 

compelling reason to decipher it in order to stretch out its significance to incorporate carbon 

paper. In this manner, Courts are not needed to stretch out the importance to cover the 

subjects which on the face can't be remembered for normal speech. It is just when explicitly 

gave by resolution then just it gets subject to burden.  

The words utilized in the tax assessment law ought to be given importance which is perceived 

by overall population in day by day normal and one which is famous.  

The second and third stage associated with any duty laws are evaluation of the risk and 

recuperation of levy separately. These arrangements are to be deciphered decently and 

generously to advance the expectation of the assembly. "If there should arise an occurrence of 

logical inconsistency whereby two significance are coming out then one which is sensible, 

which will help with satisfying the expectation of the council and illuminating the reason for 

which law was instituted is liked". They are to be deciphered in such a manner in order to 

authorize and apply charging arrangements easily.  

If there should be an occurrence of exceptions, exacting standard doesn't matter, liberal 

guideline is applied. When the assesse falls under the classification of exceptions, at that 

point such exclusion ought to be permitted. It can't be denied based on accepted or likely 

expectation of the position making the law.  

                                                             
5 State of Uttar Pradesh & Anr. Vs. Kores (India) Ltd 1977 AIR 132: 1977 SCR (1) 837: 1976 TMI 131.  
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The teaching of Substantial Compliance depends on the guideline of value which is likewise 

material to tax assessment laws. As per this regulation, if the conditions for asserting 

exclusions are met generously or just a couple of minor procedural necessities are not 

satisfied which doesn't hamper the reason for which such law was made then all things 

considered significant consistence can likewise qualifies one for guarantee exceptions. 

Appropriateness of such convention depends on case to case premise as it results are 

distinctive relying upon realities of each case. 

CONCLUSION 

As the duty laws are carefully deciphered, council must guarantee that words utilized in the 

resolution are clear and wide enough to cover all subjects which it plans to be burdened. 

Words and depictions ought to be utilized with legitimate consideration to dodge any 

uncertainty. While making the laws help of such specialists ought to be taken who manage 

such laws on regular schedule as they are the ones who comprehend the challenges and could 

help in drafting the law.  

No expansion or deduction ought to be permitted if there should arise an occurrence of 

charging arrangements in promotion of satisfying the motivation behind the demonstration or 

to meet aim of the assembly. Duty laws and each other law ought to be deciphered in way 

teeter-totter at the end of the day keep up a harmony between enthusiasm of both income 

division and the assesse.  

Additionally, the function of Courts isn't to apply the expense laws indiscriminately and 

carefully however it should check whether the exchanges of assesse adds up to avoidance of 

duty, evasion of expense or it’s simply charge arranging. On the off chance that assesse 

purposely makes the intricate exchanges to maintain a strategic distance from charges and 

along these lines means to game the framework, at that point the Courts should receive for 

sensible and evenhanded development for income and to set models for future law of 

understanding of tax collection laws. 
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