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In this appeal by grant of —certificate by Del hi H gh
Court interpretation of Section5(1)(iii) of the Walth Tax
Act. 1957 (hereinafter referred to as *'The Act’) is
i nvol ved. On an application being filed under Section 27(1)
of the Act the Tribunal referred the following question to
the Hi gh Court for being answered:-

"Whether on the facts and in the

ci rcunmst ances of the case the

Tribunal was justified in holding

that the buildings of the Khas Bagh

Pal ace which were |et out to

different persons from whom a

rental income was received by the

assessee were not in the occupation

of the assessee within the neaning

of Section 5(1)(iii) of the Walth

Tax Act 1957 and hence the value

thereof was includible in the net

weal th of the assessee?"

The assessee Late HH Nawab Sir Syed Raza Ali Khan
Newab of Ranpur is the owner of Khan Bagh Palace. The said
Pal ace was decl ared by the Central Governnent in exercise of
power under paragraph 13 of the Merged States (Taxation
Concessions) Order 1949. to be the official residence of the
Ruler. During the assessnment year 1961-62 the assessee
cl ai med exenption of the aforesaid Pal ace in conputation of
the wealth wunder the Wealth Tax Act under Section 5(1)(iii)
of the Act. The Walth Tax officer on consideration of the
materials before himcane to the conclusion that the Pal ace
havi ng consi sted of nunber of buildings the assessee woul d
be entitled to exenption only in respect of the building or
the portions of the building which is in the occupation of
the Ruler and on the said conclusion he found that the
estimated market value of several buil dings which had been
let out to be Rs. 3,55,000/-. This valuation obviously he
found out on the basis of the rental inconme derived by the
assessee. He accordingly took that into consideration in
conputation and levying wealth tax on the same. Being
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aggrieved by the order of the Oficer the assessee noved an
appeal and the Asstt. Conm ssioner in appeal as well as the
Tribunal in Second Appeal confirned the assessnment nade. But
on an application being filed under Section 27 of the Act
Tribunal nade the reference on the question. as already
stated. The High Court in the inpugned decision cane to the
conclusion that a restrictive interpretation of Section 5(1)
of the Act would disentitle the assessee of any exenption
since the building in question is not under the occupation
of the Ruler fully. It also canme to the conclusion that
liberal interpretation of the said provision would entitle
the assessee to exemption to the extent the assessee
occupies the building or the portion of the building and
therefore. the Iliberal interpretation should be preferred.
with this finding the “High Court answered the question
referred to in favour of the revenue and against the
assessee.

M. Sharma, the | earned counsel appearing for the

appel | ant ‘contended that the expession "anyone building" in
Section 5(1)(iii) is not susceptible of an interpretation by
maki ng a further disection to inport into it the portion of
the building or whole of the builing as that would
tantamount to a fresh legislation which the Court is not
enmpowered to do. According to the Ilearned counsel the
Central Government ‘having declared the Ram Bagh pal ace to be
the official residence of the assessee in exercise of power
under paragraph 13 of the Merged St at ed (Taxation
Concessions) Order 11949, the said building would be excluded
fromthe purview of ‘the Act by virtue of Section 5(1)(iii)
of the Act.
This being the position. the H gh Court conmm tted an error
in answering the question posed in favour of the Revenue.
The |l earned counsel urged that in interpreting the taxing
statute it is not permissible for the Court to | ook to the
policy behind the statute and the court would be entitled to
give a plain meaning to the words used in the Statute. In
support of this contention reliance was placed’ on the
decisions of this Court in JUPUD KESAVA RAO VS. PULAVARATH
VENKATA SUBBARAO AND OTHERS- 1971(1) Suprene Court Cases 545
and M'S BAI DYANATH AYURVED BHAWAN (PVT). LTD. vs. THE EXCl SE
COW SSI ONER, U.P. & ORS. 1971 (1) Supreme Court Cases 4. It
is, therefore, wurged that a plain literal —meaning being
given to each part of Section 5(1)(iii). the said provision
is susceptible of only one construction, nanely, that
bui | di ng which has been declared by the Central Governnent
to be the official residence of the Ruler cannot be i ncluded
in the assets of the assessee for the purpose of determ ning
the wealth tax payable by an assessee.

Dr. Gauri Shankar. the | earned senior counsel appearing
for the Revenue, on the other hand, contended that in
interpreting Section 5(1)(iii) of the Act the expression "in
the occupation of a Ruler" has to be borne in nmnd and if
each and every word used in Section 5(1)(iii) of the Act is
given its l[iteral grammatical meaning then the only
conclusion possible is the building or the part of the
building in occupation of the Ruler and which has been
declared by the Central CGovernnent as the official residence
of the Ruler woul d be exenpted under the said provision

In order to appreciate the rival contention it would be
appropriate to notice Section 5(1)(iii) of the Act:

"5(1) Wealth Tax shall not be

payabl e by an assessee in respect

of the follow ng assets shall not

be included in the net wealth of

the assessee.
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(iii) any one building in the

occupation of a Ruler declared by

the Central CGovernment. as his

of ficial residence under paragraph

13 of the nmerged States (Taxation

Concessi ons) or der 1949, or

paragraph 15 of the part B States

(Taxation Concessions) order 1950".

It is a cardinal principle of construction that the
words of a statute are first wunderstood in their natural
ordinary or popular sense and phrases and sentences are
construed according to their grammatical neani ng unl ess that
| eads to sone absurdity or unless there is sonmething in the
context or in the object of  the statute to suggest the
contrary. It has been often held that the intention of the
legislature is primarily to be gathered fromthe | anguage
used, which neans that attention should be paid to what has
been said as also to what has not been said. As a
consequence a construction which requires for its support
addition or substitution of  words or which results in
rejection of words as neaningless has to be avoided.
oviously the aforesaid rules of construction is subject to
exceptions. Just as it is not permssible to add words or to
fill in a gap or lacuna, simlarly it is of wuniversa
application that effort should be nade to give nmeaning to
each and every word used by the legislature. I'n J. K. COITTON
WEAVI NG AND SPI NNI NG COVPANY LTD. vs. STATE OF U.P. (1961) 3
S.CR 185 it was observed by this Court:-

"The Courts al ways presunme that the

| egi slature inserted every part

thereof for a purpose and the

| egislative intention is that every

part of statute shoul d have

effect.”

In case of taxing statute it has been held by this
Court in several cases that one nmust have regard to the
strict letter of the lawand if the revenue satisfies the
Court that the case fall strictly in the provisions of |aw,
the subject can be taxed. This being the position, a fair
readi ng of Section 5(1)(iii) of the Act would reveal that
only the building or the part of the building in occupation
of the Ruler which has been declared by the Centra
CGovernment to be the official residence wunder the nerged
States (Taxation Concessions) Order 1949. wll ~not be
included in the net wealth of the assessee. The contention
advanced by the |earned counsel for the appel llant that once
a buil ding has been declared as the official residence and a
portion of the said building is under occupation of the
assessee then the said building should cone wunder the
purview of Section 5(1)(iii) of the Act even if the
substantial portion of the same has been rented out by the
assessee to the tenant or for any other purpose woul d rmake
the expression in the occupation of a Ruler" redundant and
those words in the provision would not have its play.

W have carefully considered the principles of
construction of statute enunciated by this Court in the
decisions cited by the | earned counsel for the appellant and
we do not find any principle stated therein. which is
contrary to the principle we have adopted in this Case in
interpreting Section 5(1)(iii) of the Act. In the aforesaid
prem ses. W are of the considered opinion that the H gh
Court rightly answered the question posed in favour of
Revenue and against the assessee and the said judgment of
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the H gh Court does not
Court.

require any interference

This appeal 1is accordingly dismssed. But

circunstances, there wll

by no order as to costs.

by this

in

t he




