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ACT:

I ncome Tax Act, 1961: Sections 33 and 80- E--Schedule 5,
[tem 16--Assessee-- Manufacturer of st rawboar d- - - Whet her
entitled to concessional rate of ~income-tax, devel opment
rebate and deduction-Strawboard- i ndustry--Wether part of
paper and pulp industry--Strawboard--Wether covered by
expression 'paper and pulp’.

HEADNOTE

The assessee, manufacturer of strawboard, clainmed con-
cessional rates of incone tax, devel opnent rebate at higher
rate under s. 33 and deduction under s. 80-E of the |ncone
Tax Act, 1961, for the assessment years 1965-66, 1966-67 and
1967-68, on the ground that the manufacture -of strawboard
was a priority industry. The claimwas rejected by the
Income Tax O ficer on the ground that the assessee coul d not
be described as a priority industry and that the nanufacture

of strawboard was not covered by the words ' paper and
pulp’ in the relevant Schedul es pertaining to the assessnent
years 1966-67 and 1967- 68.

The assessee’s appeals were dism ssed by the  Appellate
Assi stant Conmi ssioner. In second appeals, the Appellate
Tri bunal accepted the assessee’s plea that the manufacture
of strawboard was a priority industry and held that the
assessee was entitled to the statutory rebates clainmed by
it.

On a reference nmade at the instance of the Revenue, the
Hi gh Court held that the strawboard industry was covered
within the expression ’'paper and pulp’ appearing in the
rel evant Schedul es of the income Tax Act.

Di sm ssing the appeals by the Revenue, this Court,

HELD: When provision is made in the context of a |aw
providing for concessional rates of tax for the purpose of
encouraging an industrial activity, a |liberal construction
shoul d be put upon the | anguage of the statute. [775E-F]

773

The provision for rebate has been nade for the purpose
of encouraging the setting up of new industries, and the
i ndustries are those described in the Schedul es relevant to




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 2 of 4

the respective assessnent years. Wien the Schedul es refer to
"paper and pulp’, they, in fact, intend to refer to the
paper and pul p industry. The expression has been used com
prehensively. [775D E]

The expression ’'paper and pulp’ in the Industries
(Devel opment and Regul ation) Act, 1951 includes paperboard
and strawboard. Newsprint, paperboard and strawboard have
been specifically nentioned in the relevant entry in order
to make it clear that they are included within the neaning
of the word 'paper’. The process or’ nmanufacturing straw
board is identical with the process of nmanufacturing paper
[775G H, 776A]

In the circunstances, there is no doubt that the straw
board industry is part of the paper and pulp industry and
the assessee, whose undertaking was registered in terns of
s. 10 of the Industries (Devel opment and Regul ation), 1951
is entitled to the rebates clained by it. [775E]

JUDGVENT:

CIVIL APPELLATE JURISDICTION: Civil Appeal No. 5 19521
of 1975.

From t he Judgnent and Order dated 9.5.1974 of the Punjab
and Haryana Hi gh Court in |I.T. Reference Nos. 30 to 32 of
1973.

G C.  Sharma, M. A Subhashini and K. C- Dua for the
Appel | ant .

Dr. Y.S. Chitale, R K Jain, Rakesh Khanna and Ms. Abha
Jain for the Respondent:

The Judgrment of the Court was delivered by

PATHAK, CJ. These appeal s by special | eave are  directed

agai nst a judgnent of the Hi gh Court of Punjab and Haryana
di sposing of an Incone-tax Reference in favour of the re-
spondent - assessee.
The assessee manufactures strawboard. For the assessnent
years 1965- 66, 1966-67 and 1967-68 (the rel evant /previous
years being the respective cal endar years 1964, 1965 and
1966), the assessee clainmed concessional rates of /incone
tax, devel opnent rebate at higher rate and deducti on under
s. 80-E of the Incone Tax Act, 1961 on-the

774
ground that the manufacture of strawboard was a priority
i ndustry. For the assessnent year 1965-66 the total incone

assessed was Rs. 17,71,334 and agai nst the basic rate of 80
per cent the assessee clainmed rebate at-the rate of 35 per
cent up to Rs. 10,00,000 and on the bal ance at 26 per cent.
The I ncome Tax O ficer allowed the rebate at 30 per cent up
to Rs. 10, 00,000 and at 20 per cent on the bal ance. For/ the
assessment year 1966-67 the assessee clainmed devel opnent
rebate wunder s. 33 of the Incone Tax Act at the rate of 25
per cent on the value of the nmachinery installed after 1
April, 1965 worth Rs. 34,287, but rebate was allowed ‘at 20
per ’'cent only. The assessee also clained benefit under s.
80-E (inserted by the Finance Act, 1966 with effect from 1
April, 1966) to the extent of the incone determ ned by the
Income Tax Officer at Rs.8, 17,485 received fromthe manu-
facture of strawboard. This industry is nmentioned at item
No. 16 in the Fifth Schedule to the Incone Tax Act as sub-
stituted by the Finance Act, 1965. The claim of the assessee
was. rejected by the Incone Tax O ficer. For the assessnent
year 1967-68 the total inconme of the assessee was determ ned
at Rs. 11,00, 885. The assessee clained relief under s. 80-E
to the extent of Rs.7,50,316 received as income from the
manuf acture of strawboard. This claimwas simlarly rejected
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by the Income Tax O ficer on the ground that the assessee
could not be described as a priority industry. The Incone
Tax O ficer took the view that the manufacture of Strawboard
was not covered by the words 'paper and pulp’ in the rele-
vant Schedules pertaining to the assessnent 1966-67 and
1967-68.

The assessee appeared to the Appellate Assistant Comm s-
sioner of Income Tax in respect of the three assessnents,
but the appeals were dismssed. In second appeals filed in
all the three cases, the assessee’s plea that the manufac-
ture of strawboard was a priority industry was accepted and
the Appellate Tribunal held that the assessee was entitled
to the statutory rebates clainmed by it. At the instance of
the Revenue, the Tribunal referred the followi ng questions
to the Hi gh Court for its opinion

"Assessnent year 1965-66

VWhet her on'the facts and in the circunstances
of 'the case, the Appellate Tribunal was right
inlawin holding that ’'strawboard is covered
by “the term'paper and pulp appearing in
paragraph Fof Part | read with Part 11l of
the First Schedule to the Finance Act, 1965
(Act No. X of 1965)7?

775

Assessnent years 1966-67 and 1967-68

Whet her’ on the facts and in the circumnstances
of the case, the Appellate Tribunal was fight
in law.in holding that *strawboard is covered
by the term’ paper and pul p’ appearing at item
16 of the Fifth Schedule to the Incone Tax
Act, 1961 and in allowi ng the assessee’s claim
under section 80-E of the Act?"

The Hi gh Court has held that the strawboard industry is
covered within the expression 'paper and pulp’ appearing in
the rel evant Schedul es of the lncone Tax Act and has, there-
fore, answered the questions referred to it in the affirma-
tive, in favour of the assessee and agai nst the Revenue.

The sol e question before us i's whether strawboard can be
said to fall within the expression 'paper and pulp’ nmen-
tioned in the Schedules relevant to the respective assess-
ment years. To resolve the question it is necessary, first
to exam ne the significance and scope of the Schedul es. ~ The
provision for rebate has been nade for the purpose of en-
couraging the setting up of new industries, and the indus-
tries are those described in the relevant Schedules. It
seens to us clear that when the Schedul es refer to ' paper
and pulp’ they in fact intend to refer to the paper and pulp
i ndustry. That being so, the next question is  whether the
strawboard i ndustry can be described as form ng part of the
paper and pul p industry. W have no doubt in our mnd that
it does. The expression has been used conprehensively. It is
necessary to remenber that when a provision is made in the
context of a |law providing for concessional rates of tax for
the purpose of encouraging an industrial-activity a |ibera
construction should be put upon the | anguage of the statute.
Fromthe material before us, which we have carefully consid-
ered, that is the only reasonable conclusion to be reached
in. these case. The High Court has referred to the |licence
dated 31 May, 1954 issued to the assessee that the undert ak-
ing of the assessee was registered in terns of s. 10 of the
I ndustries (Devel opnent and Regul ation) Act, 195 1, and the
details given in the licence declare that it relates to a
Schedul e industry which includes newsprint, paperboard and
strawboard. The Hi gh Court has also referred to the circum
stances that the process of manufacturing strawboard is
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identical wth that of manufacturing paper. The expression
"paper and pulp’ in the Industries (Devel oprent and Regul a-
tion) Act includes paperboard; and strawboard. Qur attention
has been drawn to the Entry relevant to the assessment year
1964- 65 whi ch speaks of ’paper and pul p including

776

paper products’ and, it is said, strawboard is evidently not
within the natural neaning of the word 'paper’. W do not
think that the subnmission nerits serious consideration
Newsprint, paperboard and strawboard have been specifically
mentioned in the entry in order to nake it clear that they
are included within the nmeaning of the word ' paper’

In our judgnent, the H gh Court is fight in taking the
view which it has, and therefore, the appeals nust be dis-
m ssed.

The appeal s are di snmissed with costs.
N. P. V. Appeal s di sni ssed.
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