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1. 
Introduction 

1.1 
The General Clauses Act, 1897 is a Central Law which does not change the provisions of any statutory enactment , but as per its statement of objects and reasons proposes to shorten the language of statutory enactments and provides for the uniformity of expression. 
1.2 
There are also further General Clauses of various States since the subject covered by the General Clauses Act is a part of the Concurrent list of Schedule VII of the Constitution. 

1.3 
In other words it is a sort of default statutory dictionary and provides for the legislative meaning of common terms occurring in enactments, provided they are not defined in those enactments. 

2. 
Scope with reference to Statutory Enactments 

2.1
It also provides the interpretation and guidance on certain important matters in relation to statutory enactments as follows: 

a) 
Amendment, repeal and re-enactment of statutes and their effect and time of operation 

b) 
Scope of the term “LAW”; i.e., what it includes and what it excludes. 

c) 
Prospective and retrospective operation of statutes 

d)
Certain presumptions which are implied in the interpretation of a statute when nothing is stated therein 

e)
Mode of service of notices and documents and certain presumptions thereto, for example that the refusal of a Registered Letter by the addressee amounts to good service. 

f) 
Computation of limitation period and distances, when nothing is mentioned in the particular statutory enactment. 

g)
Certain constitutional principles like Nemo debet bis vexari pro una et eadem causa (No person shall be twice vexed for the same offence ie the Doctrine of double jeopardy as per Article 20 of the Constitution) 

h)
Miscellaneous matters relating to the presumptions, scope and limitations of powers, appointments and interpretation of statutory terms, when nothing is mentioned in the particular statutory enactment. 

2.2 
Thus it may be safely said that the General Clauses Act is basically a clarificatory general statute which is an aid to the judiciary in interpretation of terms relating to enactments with a degree of uniformity so that the administration of justice is consistent and not subject to diverse judicial interpretation of the same word or phrase by different judges. 

3. 
Special Law Overrides General Law 

3.1 
However, as the name suggests, it is a general law and will always be overridden or superseded by a special law as per the canons of judicial interpretation. The Latin maxim “Generalia specialibus non derogant” is one of the cardinal maxims of interpretation and means that a general law will always be superseded by a special law. (State of Gujarat vs. Ramjibhai AIR 1979 SC 1098) 

3.2 
Thus since taxing statutes are always special laws and most often self contained enactments which even oust the jurisdiction of Courts in many cases, they would most definitely prevail over the General Clauses Act, 1897, when they define the scope of terms or procedures. 


However the general rule would apply wherever the special statute does not define the scope or restricts the scope, the general rule would apply as controlled or cut down by the special rule. (South India Corporation Pvt. Ltd. vs. Board of Revenue AIR 1964 SC 207) 

4. 
Cardinal Rules of Interpretation of Taxing Statutes 

The cardinal rules of interpretation of Taxing statutes may be briefly enumerated as follows: 

4.1 
Literal rule: This means that if the language of the statute is clear and unambiguous, it would be erroneous to discard the plain meaning of the words even if the consequence of following the plain meaning would lead to an injustice. (CIT vs. T. V. Sunderam Iyyengar & Sons Pvt. Ltd. (1975) 101 ITR 764 SC). Thus if an assessee falls within the four corners of a statute, he is to be taxed, if not, no tax is to be levied. (In Re: Mickelthwatt). Therefore the literal rule demands that if the meaning of the statutory construction is clear the courts must apply the same regardless of the result. 


However if there is a doubt about the sense in which a provision is to be understood, it must be construed in order to harmonise with the Legislative intention behind the enactment (CIT vs. Chandanbehn Maganlaal (2002) 120 Taxmann 38 Guj). This is always subject to the caveat that the taxing statute must not be declared unconstitutional. 


Thus if the interpretation of the particular term is not defined in the statute per se, then the General Clauses Act would apply if it so defines the term. 

4.2 
Golden rule: The Golden rule implies that if a strict interpretation of a statute would lead to an absurd result then the meaning of the words should be so construed so as to lead to the avoidance of such absurdity. A further corollary to this rule is that in case there are multiple constructions to effect the Golden rule the one which favours the assessee should always be taken. This rule is also known as the Rule of Reasonable Construction. However the application of this rule in the interpretation of taxing statutes is rather limited since the literal rule is more often applicable and it is oft remarked that equity and taxation are strangers (Grey vs. Pearson (1857) 6HL Cas 61) 

4.3 
Mischief rule: This rule is also one of the cardinal rules of interpretation when the words of a taxing statute are ambiguous and incapable of a literal interpretation and generally takes into account four parameters, namely 

i)
What was the Law prior to enactment of the statute in question 

ii) 
What was the defect or mischief for which the earlier law did not provide 

iii) 
What remedy had the Legislature intended to remedy the defect 

iv) 
The true Legislative intent behind the remedy. 


This rule would come into play only if the words of the taxing statute were silent or ambiguous on an issue and the General Clauses Act also did not throw light on the interpretation. 

4.4 
Benefit to the assessee: One of the most important principles of construction of a taxing statute is that the assessee may so arrange his affairs to minimize the incidence of taxation. This was a landmark judgment given in IRC vs. Duke of Westminster and is therefore also known as the Duke of Westminster Principle. 


However the Courts in India have severely watered down this principle after McDowell’s case wherein it was decided that if an assessee merely follows the letter of the law and contravenes the spirit and legislative intent behind it, the avoidance of tax thereby would be equivalent to evasion. Further the taxing statute must not be declared unconstitutional. 

4.5
Charging section should be strictly construed while the procedural sections should be liberally interpreted. 

This is also a very practical rule in the interpretation of taxing statutes and the charging section should be liberally construed while the procedure should have the widest possible ambit so as to ensure that no one has a vested right of procedure. The General Clauses Act, 1897 can be a valuable aid in giving effect to this rule of interpretation when the taxing statute is silent. 

5. 
Instances of Application of the General Clauses Act, 1897 to the Income-Tax Act, 1961 

Now let us consider a few particular cases when the General Clauses Act would assist in the interpretation of the Income-tax Act 1961 as amended by the latest Finance Bill. 

A) 
Person as defined under section 2(31) of the Income-tax Act, 1961 “person” includes – 

(i) 
an individual, 

(ii) 
a Hindu undivided family, 

(iii) 
a company, 

(iv) 
a firm, 

(v) 
an association of persons or a body of individuals, whether incorporated or not, 

(vi) 
a local authority, and 

(vii) 
every artificial juridical person, not falling within any of the preceding sub-clauses; 


Explanation.- For the purposes of this clause, an association of persons or a body of individuals or a local authority or an artificial juridical person shall be deemed to be a person, whether or not such person or body or authority or juridical person was formed or established or incorporated with the object of deriving income, profits or gains 


This is an inclusive definition which is much beyond the scope of person as defined in section 2(42) of the General Clauses Act, 1897 which merely states that “Person” shall include any company or association or body of individuals whether incorporated or not. 


Thus the definition of person in relation to proceedings under the Income- tax Act, 1961 would be as per its own section 2(31) and not as per the General Clauses Act, 1897. Local Authority is not defined in the Income-tax Act separately but however defined under section 2(31) of the General Clauses Act, 1897 as “shall mean a municipal committee, district board, body of Port Commissioners or other authority legally entitled to, or entrusted by the Government with, the control or management of a municipal or 
local fund” 


Thus a local authority is a person under the Income-tax Act, 1961, 
but what constitutes a local authority is defined in The General Clauses 
Act, 1897. 

B) 
Document: A similar case would arise in the definition of a document 


(22AA) “document” includes an electronic record as defined in clause (t) of sub-section (1) of section 2 of the Information Technology Act, 2000; 


However section 2(18) of the General Clauses Act, 1897 defines a document as “shall include any matter written, expressed or described upon any substance by means of letters, figures or marks, or by more than one of those means of which is intended to be used or which may be used, for the purpose of recording that matter” 


This is an illustration when the special law, namely the Income Tax widens the scope of the inclusive definition in the General Clauses Act to include electronic records within the ambit of definition of a document. 

C) 
Presumption against retrospectivity 


The General Clauses Act has a presumption against retrospectivity clearly embodied in section 5. This means that any statute will not be retrospective in its operation unless the statute clearly mentions it. Many provisions of the Income-tax Act are mentioned as having retrospective operation and only these provisions will have a retrospective operation and all other provisions will have only a prospective operation. 


Similarly amendments are also not retrospective in operation unless the special statute specifically mentions it. 

D) 
Repeal 


The General Clauses Act in section 6 provides for the express repeal of any enactment and there is no provision as to implied repeal. Thus any provision, notification or rule in the Income-tax Act needs to be expressly repealed and an assessee cannot presume implied repeal on the strength of a contrary notification at a later date. 

E)
Limitation and offences: Since periods of limitation are specified in the Income-tax Act 1961, the General Clauses Act, 1897 may only be used to clarify how the time for limitation will run, in case the mode is not specifically mentioned in the provisions of the Income-tax Act, 1961 


As far as offences are concerned the Income-tax Act specifically mentions and quantifies the penal and prosecutions chargeable under it. These will hold sway against the presumption of “done in good faith” as embodied under section 2(22) of the General Clauses Act, 1897 unless the provision of Income-tax Act, 1961 specifically mentions that “done in good faith” will be a good defence to non applicability of the provisions. 

F) 
Doctrine of double jeopardy 


Section 26 of the General Clauses Act, 1897 specifically provides that a person cannot be punished twice for the same offence under two or more enactments under the principle of Nemo debet bis vexari pro una et eadem causa (No person shall be twice vexed for the same offence ie the Doctrine of double jeopardy as per Article 20 of the Constitution). However a point to note here is that penalty and prosecution under the Income-tax Act or Central Excise Act may be made for the same offence as the respective Act so provides, and the section 26 of the General Clauses Act will have no application. Further just because a penal proceeding under the Central Excise Act has been adjudicated in favour of the assessee, does not mean that the jurisdiction of the Authorities under the power conferred by the taxing statute to impose penalty is taken away 


(A. K. Chakraborty vs. State of West Bengal 1999(3) All India Cr. L.R. 232 at page 237) 

G) 
Issue and service of notices 


Generally taxing statutes mention the power of the authorities to issue and serve notices. However if they do not specify the detailed mode of such service, section 27 of the General Clauses Act, 1897 prescribes that service by Registered Post Acknowledgement Due, when refused amounts to good service. 

H) 
Presumptions of powers conferred by a taxing statute 


Unless there are provisions to the contrary in a taxing statute, the General Clauses Act, 1897 embodies the following presumptions 

a)
Under section 21 the power to make rules, regulations, notifications etc. would include the power to add, alter, amend, vary or rescind such rules, notifications etc. 

b)
Sections 15 and 16 of the General Clauses Act, 1897 confer the presumption that the power to appoint conferred by a taxing statute include the power to dismiss or appoint ex-officio. 

I) 
Gender and number 


Section 13 of the General Clauses Act, 1897 presumes that in any Central statute unless there is anything to the contrary, the words importing to the masculine gender shall include the feminine and the singular shall include the plural. 


However section 88C of the Income-tax Act 1961, which confers a tax rebate on all women below sixty five years of age would clearly be out of the scope of section 13 of the General Clauses Act, 1897. 

6. 
Conclusion 

In conclusion, while discussing the General Clauses Act, 1897 from the perspective of interpretation of taxing statutes one must bear in mind the quote of L J Denning in Seaford Court Estates vs. Asher (1949) 2 All ER 155 “……….. a judge must not alter the material of which the Act is woven but he can and should iron out the creases ……………. When a defect appears a judge cannot simply fold his hands and blame the draftsman. He must set to work on the constructive task of finding the intention of the Parliament ………. and then he must supplement the written words so as to give ‘force and life’ to the intention of the Legislature.” 

