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IN THE SUPREME COURT OF
Cl VI L APPELLATE JURI SDI

Cl VIL APPEAL NO. 3958

(SPECI AL LEAVE PETI TI ON(C. ) NO 10542 OF 2011)
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M S. CALCUTTA KNI TVWEARS,

W TH C. A. NO. 3959 CF
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WTH C. A. NO. 3976 CF
WTH C. A NO 3977 CF
WTH C. A NO 3978 OF
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W TH C. A NO 3980 OF
WTH C. A NO 3981 CF
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W TH C. A. NO. 3983 CF
W TH C. A. NO 3984 OF
W TH C. A NO 3985 OF
W TH C. A NO 3986 OF
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WTH C. A NO 3991 OF

I
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CF 2014
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2014 @S. L. P. (C)NO. 2805 of 2012
2014 @S. L. P. (C)NO. 5264 of 2012
2014 @S. L. P. (C)NO. 5265 of 2012
2014 @S. L. P. (C)NO. 5266 of 2012
2014 @S.L.P. (C)NO. 7574 of 2012
2014 @S. L. P. (C)NO. 7575 of 2012
2014 @S.L.P. (C)NO. 7576 of 2012
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2014 @S.L.P.(C)NO 12111 of 2012
2014 @S. L. P. (C)NO. 12886 of 2012
2014 @S. L. P. (C)NO. 12887 of 2012
2014 @S. L. P. (C)NO. 15207 of 2012
2014 @S. L. P. (C)NO. 15209 of 2012
2014 @S.L.P. (C)NO 16266 of 2012
2014 @S.L.P. (C)NO 16265 of 2012
2014 @S. L. P. (C)NO. 16319 of 2012
2014 @S. L. P. (C)NO. 16782 of 2012
2014 @S. L. P. (C)NO. 19491 of 2012
2014 @S. L. P. (C)NO. 19492 of 2012
2014 @S. L. P. (C)NO 20626 of 2012
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Delay, if any, in filing and refiling the Special Leave Petitions is
condoned.

Leave granted.

The issue that falls for our consideration and decision in all these
appeal s is: at what stage of the proceedi ngs under Chapter Xl V-B does
the assessing authority require to record his satisfaction for issuing
a notice under Section 158BD of the Incone Tax Act, 1961 ('the Act’
for short).

Since the issue is common in all these appeals, after hearing the
| earned counsel for the parties to the Ilis, we dispose of all these
appeal s by this common order

For the purpose of disposal of these appeals, we take the GCvi
Appeal @ Speci al Leave Petition (Civil) No.10542 of 2011 as the |Iead
case.

Appeal No. 3958 of 2014 @. L. P.(C) No.10542/2011

The respondent in this appeal is a firm engaged in manufacturing
hosi ery goods in the nane and style of Ms. Calcutta Knitwears.

A search operation under Section 132 of the Act was carried out in two
prem ses of the Bhatia Goup, nanely, Ms. Swastik Tradi ng Conpany and
Ms. Kavita International Conpany on 05. 02. 2003 and certain
incrimnating docunents pertaining to the assessee firmwere traced in
the said search.

After conpletion of the investigation by the investigating
agency and handi ng over of the docunents to the assessing authority,
the assessing authority had conpleted the block assessnents in the
case of Bhatia G oup. Since certain other docunents did not pertain to
the person searched under Section 132 of the Act, the assessing
authority thought it fit to transmt those docunents, which according
to him pertain to the "undiscl osed i ncone" on account of investnent
el ement and profit elenent of the assessee firm and require to be
assessed under Section 158BC read with Section 158BD of the Act to
anot her assessing authority in whose jurisdiction the assessments
could be conpleted. In doing so, the assessing authority had recorded
hi s satisfaction note dated 15.07.2005.

The jurisdictional assessing authority for the respondent-assessee had
i ssued the show cause notice under Section 158BD for the block period
01.04. 1996 to 05.02.2003, dated 10.02.2006 to the assessee inter alia
directing the assessee to show cause as to why should the proceedi ngs
under Section 158BC not be conpleted. After receipt of the said
notice, the assessee firmhad filed its return under Section 158BD for
the said block period declaring its total income as NI and further
filed its reply to the said notice challenging the wvalidity of the
said notice under Section 158BD, dated 08.03.2006. The assessee had
taken the stand that the notice issued to the assessee is (a) in
violation of the provisions of Section 158BD as the conditions
precedent have not been conplied with by the assessing officer and (b)
beyond the period of limtation as provided for wunder Section 158BE
read with Section 158BD and therefore, no action could be initiated
agai nst the assessee and accordingly, requested the assessing officer
to drop the proceedings.

The assessing authority, after due consideration of the reply filed to
the show cause notice, has rejected the aforesaid stand of the
assessee and assessed the undisclosed income as Rs. 21,76,916/-
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(Rs. 16, 05, 744/ - (unexpl ained investment) and Rs.5,71,172/- (profit
el ement)) by order dated 08.02.2008. The assessing officer is of the
view that Section 158BE of the Act does not provide for any limtation
for issuance of notice and conpletion of the assessnent proceedings
under Section 158BD of the Act and therefore a notice could be issued
even after conpletion of the proceedi ngs of the searched person under
Section 158BC of the Act.

Di sturbed by the orders passed by the assessing officer, the assessee
firmhad carried the matter in appeal before the Comm ssioner of
I ncone Tax (Appeal-11) (for short "the CIT(A)'). The CT(A), while
rejecting the stand of the assessee in respect of validity of notice
i ssued under Section 158BD, has partly allowed the appeal filed by the
assessee firmand del eted the additions nade by the assessing officer
inits assessnents, by his order dated 27.08. 2008.

The Revenue had carried the matter further by filing appeal before the
I ncome Tax Appellate Tribunal (for short ’'the Tribunal’) and the
assessee has filed cross objections therein. The Tribunal, after
hearing the parties to the lis, has rejected the appeal of the Revenue
and observed that recording of satisfaction by the assessing officer
as contenpl ated under Section 158BD was on a date subsequent to the
fram ng of assessnent under Section 158BC in case of the searched
person, that 1is, beyond the period prescri bed under Section
158BE(1) (b) and thereby the notice issued under Section 158BD was
bel ated and consequently the assunption of jurisdiction by the
assessing authority in the inpugned bl ock assessnent would be invalid,
by order dated 23.04.2009.

Aggrieved by the order so passed by the Tribunal, the Revenue had
carried the matter in appeal under Section 260A of the Act before the
H gh Court. The High Court, by its inmpugned judgment and order dated
20. 07. 2010, has rejected the Revenue's appeal and confirned the order
passed by the Tribunal

That is how the Revenue is before us in this appeal

We have heard Shri Rupesh Kunmar |earned counsel for the Revenue and
Shri R P.Bhatt, Shri Ajay Vohra, Shri Santosh Krishan, |earned counse
and ot her |earned counsel for the respective assessees-respondents.

Shri Rupesh Kumar, |earned counsel for the Revenue woul d contend that
the assessing authority, after conpl etion of t he assessnent
proceedi ngs agai nst the searched person under Section 158BC, being of
the opinion that the other docunents which have surfaced at the tine
of the search under Section 132 of the Act belong to a person other
than the searched person had recorded his satisfaction in the said
respect and transmitted the papers to the jurisdictional assessing
officer for the assessnents of such person other than the searched
person. Further, he would subnmit that the assessing officer has
complied with the requirenents of Section 158BD of the Act in its
entirety while preparing the satisfaction note and transmtting the
docunents to the jurisdictional assessing officer and therefore, the
Tribunal and the Hi gh Court were not justified in holding that the
sati sfaction note ought to have been prepared by the assessing officer
before the conpletion of the assessment proceedings of the searched
person under Section 158BC of the Act and that the notice issued under
Section 158BD was bel at ed.

Per contra, Shri Bhatt, |earned senior counsel and Shri Ajay Vohra and
Shri Santosh Krishan | earned counsel for the assessees would state
that a satisfaction note requires to be nade by the assessing officer
before the seized documents were transmitted to another assessing
officer in whose jurisdiction the person other than the searched



person is assessed and subnit that the said satisfaction note should
be recorded before the assessment proceedings of the searched person
are conpl eted under Section 158BC of the Act and not later in tine. By
saying so, the | earned counsel would justify the reasoning and the
concl usi on reached by the Tribunal as well as the Hi gh Court.

18. In order to resolve the controversy, certain provisions of the Act
require to be noticed by us.

19. Chapter XIV-B of the Act is a special provision carved out by the
| egislature for the purpose of the assessnents in cases pertaining to
Sections 132 and 132A of the Act. The said chapter was introduced by
the Finance Act, 1995 with effect from O01.07.1995 and conprises
Sections 158B to 158BH of the Act. The provisions under this Chapter
were made i napplicable in case of search initiated under Section 132
or Section 132A after 31.05.2003 by introduction of an anendnment to
the Chapter as Section 158Bl vide the Finance Act, 2003 with effect
fromO01l. 06.2003. The 1lis before us requires exam nation of the
provi sions of the said Chapter, particularly Section 158BD

20. Section 158B of the Act is the dictionary clause. It provides for the
definition of "block period" and "undi scl osed i ncone". For the purpose
of this case, a reference to the definition of the "undisclosed
incone" as provided for in Section 158B(b) is necessary and,
therefore, it is noticed. The sane reads as under

"Undi scl osed i ncome" includes any noney, bullion, jewellery or other
val uabl e article or thing or any incone based on any entry in the books of
account or other docunents or transactions, where such noney, bullion,
jewellery, valuable article, thing, entry in the books of account or other
docunent or transaction represents wholly or partly income or property
whi ch has not been or would not have been disclosed for the purposes of
this Act [or any expense, deduction or allowance clainmed under this Act
which is found to be fal se]".

21. Sections 158BC and 158BD of the Act are machi nery provisions. Section
158BC of the Act provides the procedure for block assessnment and
Section 158BD of the Act provides for assessnents in the case of an
undi scl osed i ncone of any other person. The said sections are rel evant
for the purpose of this case and, therefore, they are extracted. They
read as under:

"Section 158BC. PROCEDURE FOR BLOCK ASSESSMENT.

Where any search has been conducted under section 132 or books of account,
ot her docunments or assets are requisitioned under section 132A, in the case
of any person, then, -

[(a) The Assessing O ficer shall

(i) In respect of search initiated or books of account or other docunents
or any assets requisitioned after the 30th day of June, 1995 but before the
1st day of January, 1997 serve a notice to such person requiring him to
furnish within such tinme not being |l ess than fifteen days;

(ii) In respect of search initiated or books of account or other docunents



or any assets requisitioned on or after the 1st day of January, 1997, serve
a notice to such person requiring himto furnish within such tinme not being
|l ess than fifteen days but not nore than forty-five days,

as may be specified in the notice a return in the prescribed form and
verified in the same manner as a return under clause (i) of sub-section (1)
of section 142, setting forth his total income including the undisclosed
i ncone for the bl ock period:

Provi ded that no notice under section 148 is required to be issued for the
pur pose of proceedi ng under this Chapter:

Provi ded further that a person who has furnished a return under this clause
shall not be entitled to file a revised return;]

(b) The Assessing Oficer shall proceed to determ ne the undisclosed i ncone
of the block period in the manner laid down in section 158BB and the
provi sions of section 142, sub-sections (2) and (3) of section 143 [section
144 and section 145]shall, so far as may be, apply;

(c) The Assessing Oficer, on determnation of the wundisclosed inconme of
the block period in accordance with this Chapter, shall pass an order of
assessnent and determine the tax payable by him on the basis of such
assessnent ;

(d) The assets seized under section 132 or requisitioned under section 132A
shall be dealt with in accordance with the provisions of section 132B.]

* % % * % % * % %

Section 158BD. UNDI SCLOSED | NCOVE OF ANY OTHER PERSON

Wiere the Assessing Oficer is satisfied that any undisclosed incone
bel ongs to any person, other than the person with respect to whom search
was made under section 132 or whose books of account or other docunents or
any assets were requisitioned under section 132A then, the books of
account, other docunents or assets seized or requisitioned shall be handed
over to the Assessing Oficer having jurisdiction over such other person
and that Assessing Oficer shall proceed [under section 158 BC] against
such other person and the provisions of this Chapter shall apply
accordingly."

22. Section 158BC speaks of procedure for assessment of a person searched
under Section 132 of the Act or books of accounts, other docunments or
assets are requisitioned under section 132A. The limtation for the
pur pose of conpletion of the block assessments for the purpose of
Section 158BC of the Act is as provided under Section 158BE(1)(a) of
the Act, that is the tinme linit for conpletion of block assessnent.

23. Section 158BD of the Act provides for "undisclosed incone” of any



other person. Before we proceed to explain the said provision, we
intend to rem nd ourselves of the first or the basic principles of
interpretation of a fiscal Ilegislation. It is time and again
reiterated that the courts, while interpreting the provisions of a
fiscal legislation should neither add nor subtract a word from the
provi sions of instant meaning of the sections. It nmay be nmentioned
that the forenost principle of interpretation of fiscal statutes in
every systemof interpretation is the rule of strict interpretation
whi ch provides that where the words of the statute are absolutely
cl ear and unanbi guous, recourse cannot be had to the principles of
interpretation other than the literal rule (Swedish Match AB .
Securities and Exchange Board, India, AR 2004 SC 4219, CT v. A ax
Products Ltd. [1965] 55 ITR 741 (SC)).

24. W may gainfully refer to The Cape Brandy Syndicate v. Inland Revenue
Conmi ssioners [1921] 1 KB 64 at 71 which involved the Finance (No. 2)
Act 1915 which inposed excess profits duty on trade or businesses
conmenced after the outbreak of the First Wrld War in 1914. By
subjecting the legislation to a strict literal interpretation, Row att
J. held that the Finance (No. 2) Act 1915, in isolation, did not apply
to businesses that comenced after the outbreak of war in 1914 and
observed as foll ows:

the principle in favour of a strict literal approach ... sinply nmeans
that in a taxing Act one has to | ook nerely at what is clearly said. There
is no roomfor any intendnent. There is no equity about a tax. There is no
presunption as to a tax. Nothingis to be read in, nothing is to be
inmplied. One can only look fairly at the | anguage used."

25. In Conmissioner of Stanp Duties (NSW v. Sinpson, (1917) 24 CLR 209
Barton J., citing Viscount Haldane in Lunmsden v Inland Revenue
Conmi ssi oners, [1914] AC 877, stated the foll ow ng:

"The duty of Judges in construing Statutes is to adhere to the litera
construction unless the context renders it plain that such a construction
cannot be put on the words. This rule is especially inportant in cases of
St at ut es which i npose taxation."

The Court in Sinpson case (supra) sought to determ ne whether a deed pol
constituted a settlenment for the purposes of Section 49 of the Stanp Duties
Act, 1898 (NSW. Section 3 which defined the word 'settlenent’ as nmeaning
"any contract or agreenment’ was exam ned. The Court by adopting a strict
literal approach held that only a contract or an agreenent could constitute
a settlenment and that Section 49 providing for deed poll was not applicable
and therefore, the taxpayer did not have to pay any stanp duty.

26. Lord Ganworth in Gundy v. Pinniger, (1852) 1 LJ Ch 405 has observed
that:

"To adhere as closely as possible to the literal neaning of the words used,
is a cardinal rule fromwhich if we depart we launch into a sea of
difficulties which it is not easy to fathom"

That is to say, once the literal rule is departed, then any nunber of
interpretations can be put to a statutory provision, each Judge having a
free play to put his own interpretation as he likes. This would be
destructive of the edifice of fiscal |I|egislations which inpose econonic
duties and sanctions.



27. In taxing statutes, even if the literal interpretation results in
hardship or inconvenience, it has to be followed (GP. Singh's
Principles of Statutory Interpretations, 12th Ed, 2010, Lexis Nexis
Butterworths Wadhwa Nagpur; Bennion on Statutory Interpretation, 5th
Ed., Lexis Nexis, p. 863; Vepa P. Sarathi, Interpretation of Statutes,
5th Ed., Easter Book Company, Chapter WVIII, Taxing Statutes). This
Court in CT v. Keshab Chandra Mandal, AIR 1950 SC 265 has held that
hardshi p or inconveni ence cannot alter the neaning of the |anguage
enpl oyed by the legislature if such meaning is clear and apparent.
Hence departure fromthe literal rule should only be done in very rare
cases, and ordinarily there should be judicial restraint to do
so. (Pandi an Chenmicals Ltd. v. C1.T., 2003(5) SCC 590, Narsiruddin v.
Sita Ram Agarwal, AIR 2003 SC 1543, Bhaiji v. Sub-Divisional Oficer
Thandl a, 2003(1) SCC 692, J.P. Bansal v. State of Rajasthan and Anr.
Al R 2003 SC 1405, State of Jharkhand and Anr. v. Govind Singh : JT
2004(10) SC 349, Jinia Keotin v. K S. Mnjhi, 2003 (1) sSCC 730, Shiv
Shakti Co-operative Housing Society v. Swaraj Devel opers, AIR 2003 SC
2434, Gasimlindustries Linmted v. Collector of Custons, 2002 (4) SCC
297 and Union of India v. Hansoli Devi, 2002 (7) SCC 273)

28. The Australian Hi gh Court in Federal Conm ssioner of Taxation v.
Westraders Pty Ltd, (1980) 144 CLR 55 considered the scope of Section
36A of the Income Tax Assessnment Act, 1936(Cth), which on a litera
interpretation allowed the taxpayer to make a profit and still claima
| oss for tax purposes. The Comm ssioner argued the taxpayer’s conduct
amounted to a tax avoi dance schenme and should therefore be disallowed
under Section 260 of the Incone Tax Assessnent Act, 1936(Cth). The
Court held that under a literal interpretation Section 36A could apply
to allow the taxpayer to claima loss. Barwick CJ, speaking for the
majority relied on the decision in Inland Revenue Comr ssioners V.
Westm nster (Duke), [1936] AC 1 which advocated the Iliteral approach
be applied when interpreting taxation legislation and stated the
fol | owi ng:

"It is for the Parlianment to specify, and to do so, in ny opinion, as far
as language will permt, w th unanbiguous clarity, the circunstances which
will attract an obligation on the part of the <citizen to pay tax. The
function of the court is to interpret and apply the language in which the
Parliament has specified those circunstances. The court is to do so by
determining the meani ng of the words enployed by the Parlianment according
to the intention of the Parliament which is discoverable fromthe |anguage
used by the Parliament. It is not for the court to nould or to attenpt to
moul d the | anguage of the statute so as to produce sone result which it
m ght be thought the Parlianment nmay have intended to achieve, though not
expressed in the actual |anguage enpl oyed"

29. In Cooper Brookes (Wl longong) Pty Ltd v. Federal Conm ssioner of
Taxation (1981) 147 CLR 297 it is held that in a taxing statute if the
| anguage i s unanbi guous, departing fromthe literal approach 'nay |ead
judges to put their own ideas of justice or social policy in place of
the words of the statute’. Simlar view was espoused in C & J dark
Ltd v. Inland Revenue Conmi ssioners, [1975] 1 WLR 413 and BP Refinery
(Westernport) Pty Ltd v. Hastings Shire, (1977) 180 CLR 266

30. In Hepples v. FCT, (1991) 173 CLR 492, the H gh Court of Australia
unequi vocal | y favoured the principle that taxation |egislation should
be subject to a strict literal interpretation and opined that such an
approach was supported by 'commobn sense’. Therein, the taxpayer, on



ceasing to be enpl oyed, was paid $40,000 by his enployer in exchange
for the taxpayer agreeing that he would not carry on or be interested
in certain businesses and would not divulge any trade secrets. The
i ssue before the Court was whether or not such paynent would form part
of the taxpayer’'s assessable incone for the purposes of the | ncone Tax
Assessnent Act, 1936(Cth). It was held that since the Act did not
provide for such paynments to form part of a taxpayer’'s assessable
i ncone, the paynent would not be assessabl e.

31. This Court in Tata Consultancy Services v. State of Andhra Pradesh has
ascribed plain nmeaning to the terns conputer and conputer progranme in
a fiscal statute and reiterating the proposition laid down in Inland
Revenue Conmi ssioner case (supra), observed that a court should not be
over zealous in searching anbiguities or obscurities in words which
are plain.

32. In Prakash Nath Khanna v. CI.T., 2004 (9) SCC 686, this Court has
expl ai ned that the | anguage enployed in a statute is the determ native
factor of the legislative intent. The legislature is presuned to have
made no m stake. The presunption is that it intended to say what it
has said. Assuming there is a defect or an onmission in the words used
by the legislature, the Court cannot correct or make up t he
deficiency. Were the legislative intent is clear from the |anguage,
the Court should give effect to it (Delhi Financial Corporation v.
Rajiv Anand, 2004 (11) SCC 625; Governnent of Andhra Pradesh v. Road
Roll ers Omers Wl fare Association, 2004(6) SCC 210).

33. In B. Premanand and Ors.v. Mhan Koi kal and O's., (2011)4 SCC 266 this
Court has observed as foll ows:
"32. The literal rule of interpretation really neans that there should be
no interpretation. In other words, we should read the statute as it s,
without distorting or twisting its |anguage.

33. W& may nention here that the literal rule of interpretation is not only
foll owed by Judges and | awers, but it is also followed by the lay man in

his ordinary life. To give an illustration, if a person says "this is a
pencil", then he neans that it is a pencil; and it is not that when he says
that the object is a pencil, he neans that it is a horse, donkey or an

el ephant. In other words, the literal rule of interpretation sinply means
that we nean what we say and we say what we nean. If we do not follow the
literal rule of interpretation, social life will becone inpossible, and we
wi Il not understand each other. If we say that a certain object is a book,
then we nean it is a book. If we say it is a book, but we nean it is a
horse, table or an el ephant, then we will not be able to comrunicate wth
each other. Life will becomne inpossible. Hence, the nmeaning of the litera
rule of interpretation is sinply that we nean what we say and we say what
we nean."

34. Thus, the | anguage of a taxing statute should ordinarily be read
understood in the sense in which it is harnmonious with the object of
the statute to effectuate the legislative animation. A taxing statute
shoul d be strictly construed; comon sense approach, equity, logic,
ethics and norality have no role to play. Nothing is to be read in,
nothing is to be inplied; one can only ook fairly at the |anguage
used and nothing nore and nothing less. (J. Srinivasa Rao v. Covt. of
A.P. and Anr. 2006(13) SCALE 27, Raja Jagadanbi ka Pratap Narain Singh
v. CB.DT., [1975] 100 I TR 698(SC))



35. It is also trite that while interpreting a machinery provision, the
courts would interpret a provision in such a way that it would give
meaning to the charging provisions and that the nachinery provisions
are liberally construed by the courts. In Mahim Patram Private Ltd. v.
Union of India (UO) and Os., (2007) 3 SCC 668 this Court has
observed that:

"20. Ataxing statute indisputably is to be strictly construed. |[See
J. Srinivasa Rao v. CGovt. of Andhra Pradesh and Anr., 2006(13) SCALE 27 ].

It is, however, also well-settled that the nmachinery provisions for
calculating the tax or the procedure for its calculation are to be
construed by ordinary rule of construction. Wiereas a liability has been
i nposed on a dealer by the charging section, it is well-settled that the
court would construe the statute in such a nmanner so as to make the
machi nery wor kabl e.

21. In J. Srinivasa Rao (supra), this Court noticed the decisions of this
Court in CGursahai Saigal v.Comm ssioner of |Inconme-tax, Punjab, [1963] 1

I TR 48(SC) and Ispat Industries Ltd. v. Conmi ssioner of Customs, Minbai,
2006(202) ELT561(SC). I n Gursahai Saigal (supra), the question which fell for
consideration before this Court was construction of t he machi nery
provisions vis-‘-vis the charging provisions. Schedule appended to the
Mot or Vehicles Act is not machinery provision. It is a part of the charging
provision. By giving a plain nmeaning to the Schedul e appended to the Act,
the machi nery provision does not becone unworkable. It did not prevent the
clear intention of the legislature frombeing defeated. It can be given an
appropriate neaning."

36. Areference to the observations of this Court in J.K  Synthetics

Limted and Birla Cenent Vor ks and anot her V.
Conmerci al Taxes Oficer and another,(1994) 4 SCC 276 would be
apposite:

"13. It is well-known that when a statute levies a tax it does so by
inserting a charging section by which a liability is created or fixed and
then proceeds to provide the nachinery to nake the liability effective. It,
therefore, provides the nachinery for the assessnment of the liability
already fixed by the charging section, and then provides the node for the
recovery and collection of tax, including penal provisions neant to dea
with defaulters. ... Odinarily the charging section which fixes the
liability is strictly construed but that rule of strict construction is not
extended to the machi nery provisions which are construed |like any other
statute. The machinery provisions nmust, no doubt, be so construed as woul d
ef fectuate the object and purpose of the statute and not defeat the sane.
(Whitney v. Commissioners of |Inland Revenue 1926 A C 37, CIT v. Mhaliram
Ranjidas (1940) 8 ITR 442 , Indian United MIIs Ltd. v. Comm ssioner of
Excess Profits Tax, Bonbay, [1955] 27 ITR 20(SC) and G@ursahai Saiga
v. CIT, Punjab, [1963] 1 ITR 48(SC)."

37. It is t he duty of t he court whil e interpreting
the machinery provisions of a taxing statute to give effect to its
mani f est purpose. Wherever the intention to inpose liability is clear
the Courts ought not be hesitant in espousing a conmonsense
interpretation to the machi nery provisions so that the charge does not
fail. The machi nery provisions nmust, no doubt, be so construed as
woul d effectuate the object and purpose of the statute and not defeat
the sane (Wiitney v. Commi ssioners of |Inland Revenue 1926 A C 37 , CT
v. Mhaliram Ranjidas (1940) 8 |ITR 442, Indian United MIIls Ltd. .
Commi ssi oner of Excess Profits Tax, Bombay [1955] 27 ITR 20(SC), and
@Qursahai Saigal v. CIT, Punjab [1963] 1 ITR 48(SC); Commi ssioner of
Weal th Tax, Meerut v. Sharvan Kumar Swarup & Sons, (1994) 6 SCC 623;
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CIT v. National Taj Traders, (1980) 1 SCC 370; Associated Cenent
Conpany Ltd. v. Commercial Tax O ficer, Kota and O's., (48) STC 466).
Franci s Bennion in Bennion on Statutory Interpretation, 5th Ed., Lexis
Nexis in support of the aforesaid proposition put forth as an
illustration that since charge nade by the Ilegislator in procedura
provisions is excepted to be for the general benefit of litigants and
others, it is presuned that it applies to pending as well as future
pr oceedi ngs.

Having said that, let us revert to discussion of Section 158BD of the
Act. The said provision is a machinery provision and inserted in the
statute book for the purpose of carrying out assessnents of a person
other than the searched person under Sections 132 or 132A of the Act.
Under Section 158BD of the Act, if an officer is satisfied that there
exi sts any undi scl osed i ncone which nmay belong to a other person other
than the searched person under Sections 132 or 132A of the Act, after
recordi ng such sati sfaction, may transmt t he
records/docunents/chits/papers etc to the assessing officer having
jurisdiction over such other person. After receipt of the aforesaid
satisfaction and upon exani nation of the said other docunents relating
to such other person, the jurisdictional assessing officer nmay proceed
to issue a notice for the purpose of conpletion of the assessnents
under Section 158BD of the Act, the other provisions of XIV-B shal

apply.

The opening words of Section 158BD of the Act are that the assessing
of ficer nmust be satisfied that "undi sclosed income" belongs to any
ot her person other than the person with respect to whoma search was
made under Section 132 of the Act or a requisition of books were nade
under Section 132A of the Act and thereafter, transnmt the records for
assessnent of such other person. Therefore, the short question that
falls for our consideration and decision is at what stage of the
proceedi ngs shoul d the satisfaction note be prepared by the assessing
officer: whether at the time of initiating proceedings under Section
158BC for the conpletion of the assessnments of the searched person
under Section 132 and 132A of the Act or during the course of the
assessnent proceedings under Section 158BC of the Act or after
conmpl etion of the proceedi ngs under Section 158BC of the Act.

The Tribunal and the Hi gh Court are of the opinion that it could only
be prepared by the assessing officer during the course of the
assessnent proceedi ngs under Section 158BC of the Act and not after
the conpletion of the said proceedings. The Courts below have relied
upon the limtation period provided in Section 158BE(2)(b) of the Act
in respect of the assessnment proceedings initiated under Section
158BD, i.e., two years fromthe end of the nmonth in which the notice
under Chapter XIV-B was served on such other person in respect of
search initiated or books of account or other documents or any assets
are requisitioned on or after 01.01.1997. W woul d exam ne whether the
Tri bunal or the High Court are justified in coming to the aforesaid
concl usi on.

We would certainly say that before initiating proceedings under
Section 158BD of the Act, the assessing officer who has initiated
proceedi ngs for conpletion of the assessnents under Section 158BC of
the Act should be satisfied that there is an undiscl osed incone which
has been traced out when a person was searched under Section 132 or
t he books of accounts were requisitioned under Section 132A of the
Act. This is in contrast to the provisions of Section 148 of the Act
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where recording of reasons in witing are a sine qua non. Under
Section 158BD the existence of cogent and denonstrative mterial 1is
germane to the assessing officers’ satisfaction in concluding that the
sei zed docunents belong to a person other than the searched person is
necessary for initiation of action under Section 158BD. The bare
readi ng of the provision indicates that the satisfaction note could be
prepared by the assessing officer either at the tinme of initiating
proceedi ngs for conpletion of assessnent of a searched person under
Section 158BC of the Act or during the stage of the assessnent
proceedings. It does not nean that after conpletion of the assessnent,
the assessing officer cannot prepare the satisfaction note to the
effect that there exists income tax belonging to any person other than
the searched person in respect of whom a search was made under Section
132 or requisition of books of accounts were made under Section 132A
of the Act. The | anguage of the provision is clear and unanbiguous.
The | egi sl ature has not inposed any enbargo on the assessing officer
in respect of the stage of proceedings during which the satisfaction
is to be reached and recorded in respect of the person other than the
sear ched person.

Further, Section 158BE(2)(b) only provides for the period of
limtation for conpletion of block assessnent under section 158BD in
case of the person other than the searched person as two years from
the end of the nonth in which the notice under this Chapter was served
on such other person in respect of search carried on after 01.01.1997
The said section does neither provides for nor i mposes any
restrictions or conditions on the period of limtation for preparation
the satisfaction note under Section 158BD and consequent issuance of
notice to the other person

In the lead case, the assessing officer had prepared a satisfaction
note on 15.07.2005 though the assessnent proceedings in the case of a
searched person, nanely, S.K Bhatia were conpleted on 30.03.2005. As
we have already noticed, the Tribunal and the H gh Court are of the
opinion that since the satisfaction note was prepared after the
proceedi ngs were conpleted by the assessing officer under Section
158BC of the Act which is contrary to the provisions of Section 158BD
read with Section 158BE(2)(b) and therefore, have disnmissed the case
of the Revenue. In our considered opinion, the reasoning of the
| earned Judges of the High Court is contrary to the plain and sinple
| anguage enpl oyed by the | egislature under Section 158BD of the Act
which clearly provides adequate flexibility to the assessing officer
for recording the satisfaction note after t he conpl etion of
proceedi ngs in respect of the searched person under Section 158BC
Further, the interpretation placed by the Courts bel ow by reading into
the plain | anguage of Section 158BE(2)(b) such as to extend the period
of limtation to recording of satisfaction note would run counter to
the avowed object of introduction of Chapter to provide for cost-
effective, efficient and expeditious conpletion of search assessnents
and avoi ding or reducing |ong drawn proceedi ngs.

In the result, we hold that for the purpose of Section 158BD of the
Act a satisfaction note is sine qua non and nust be prepared by the
assessing officer before he transnmits the records to the other
assessing officer who has jurisdiction over such other person. The
satisfaction note could be prepared at either of the foll ow ng stages:
(a) at the time of or along with the initiation of proceedi ngs agai nst
the searched person under Section 158BC of the Act; (b) along with the
assessnent proceedings under Section 158BC of the Act; and (c)
iMmediately after the assessnent proceedings are conpleted under
Section 158BC of the Act of the searched person
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We are informed by Shri Santosh Krishan, who is appearing in seven of
the appeals that the assessing officer had not recor ded t he
satisfaction note as required under Section 158BD of the Act,
therefore, the Tribunal and the High Court were justified in setting
aside the orders of assessnent and the orders passed by the first
appel l ate authority. W do not intend to examine the aforesaid
contention canvassed by the | earned counsel since we are remandi ng the
matters to the H gh Court for consideration of the individual cases
herein in light of the observations nmade by us on the scope and
possible interpretation of Section 158BD of the Act.

Wth these observations, the appeals are disposed of. The matters are
remanded to the respective Hi gh Courts for deciding the matters afresh
after affording an opportunity of hearing to the parties.

O dered accordingly.
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AND

WTH C A NO 3991 CF 2014 @S.L.P.(C)NO 15368 of 2013:

In view of the order passed in CGvil Appeal @ S.L.P.(C) No.10542 of
these appeals are also disposed of in the sane terns, conditions,

observations and directions contained therein.
O dered accordingly.



S.L.P. (C) No. 7741/ 2013:
De-tag and |ist separately.

Ordered accordingly.

....................... J.
(H L. DATTU)
....................... J.
(S. A. BOBDE)
NEW DELH ;
MARCH 12, 2014
| TEM NO. 2(P. H.) COURT NO. 3 SECTION I 11 A

SUPREME COURT OF I NDI A
RECORD OF PROCEEDI NGS

Petition(s) for Special Leave to Appeal (CGivil) No(s).10542/2011
(From the judgenent and order dated 20/07/2010 in |ITA No.154/2010 of the
H GH COURT OF PUNJAB & HARYANA AT CHANDI GARH)

COW SSI ONER OF | NCOVE TAX-1 11 Petitioner(s)
VERSUS
M S. CALCUTTA KNI TVWEARS, LUDHI ANA Respondent ( s)

WTH SLP(C) NO 11460 of 2012

SLP(C) NO 12111 of 2012
SLP(C) NO 12886 of 2012
SLP(C) NO 12887 of 2012
SLP(C) NO 15207 of 2012
SLP(C) NO 15209 of 2012
SLP(C) NO 16319 of 2012
SLP(C) NO 16782 of 2012

(Wth appln.(s) for c/delay in filing SLP and office report)

SLP(C) NO 11943 of 2011
(Wth office report)



SLP(C) NO. 15368 of

(Wth office report)

SLP(C) NO. 16265 of

(Wth office report)

SLP(C) NO. 16266 of
SLP(C) NO. 21459 of
SLP(C) NO. 30192 of
SLP(C) NO. 36559 of
SLP(C) NO 12130 of
(Wth appln.(s) for

SLP(C) NO. 17656 of
SLP(C) NO. 19491 of
SLP(C) NO. 19492 of
(Wth appln.(s) for
SLP(C) NO. 17661 of
SLP(C) NO. 20626 of
SLP(C) NO. 21460 of
(Wth appln.(s) for

SLP(C) NO. 17662 of

(Wth office report)

2013

2012

2012
2012
2012
2012
2013
c/delay in filing and refiling SLP and office report)

2011
2012
2012
c/delay in filing SLP and office report)
2011
2012
2012
c/delay in filing SLP and office report)

2011

SLP(C) NO. 2804 of 2012

(Wth office report)

SLP(C) NO. 2805 of 2012

(Wth office report)

SLP(C) NO 5264 of 2012

(Wth appln.(s) for

c/delay in filing SLP and office report)

SLP(C) NO. 5265 of 2012

(Wth appln.(s) for

c/delay in filing SLP and office report)

SLP(C) NO. 5266 of 2012

(Wth appln.(s) for

c/delay in filing SLP and office report)

SLP(C) NO 7574 of 2012

(Wth appln.(s) for

c/delay in filing SLP and office report)

SLP(C) NO. 7575 of 2012

(Wth appln.(s) for

c/delay in filing SLP and office report)

SLP(C) NO. 7576 of 2012
SLP(C) NO. 7577 of 2012
SLP(C) NO. 9721 of 2012

(Wth appln.(s) for

c/delay in filing SLP and office report)

SLP(C) NO. 7741 of 2013

(Wth appln.(s) for

permi ssion to file addl.docunents and office report)

Date: 12/03/2014 These Petitions were called on for hearing today.
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ORDER



SLP(C) No. 7741/ 2013:

De-tag and |ist separately.

Rest of the matters:

Delay, if any, in filing and refiling the Special Leave Petitions is
condoned.

Leave granted.

Appeal s are disposed of, in ternms of the reportable signed order.

(G V. Ranana) (Vi nod Kul vi)
Court Master Asstt. Registrar
(Reportabl e signed order is placed on the file)



