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In these appeals, the question that arises for our
consideration is: whether the Settlenent Conm ssion (for short
the Conmi ssion) constituted under Section 245B of the
I ncome-tax Act, 1961 (hereinafter referred to as the Act) has
the jurisdiction to reduce or waive the interest chargeabl e under
Sections 234A, 234B and 234C of the Act, while passing orders
of settlenent under Section 245D(4) of the Act ?

Earlier, this question arose before the Conmi ssion in the
case of Ashwani Kumar Aggarwal, In.re (195 I TR 861) wherein
a 5- Menmber Special Bench of the Comm ssion held that under
Section 245D(4) or sub-section (6), the Conmm ssion does not
have the power either to waive or reduce the statutory interest
payabl e under the Act.

This view of the 5-Menber Bench of the Comm ssion
was overrul ed by a | arger Bench conprising of 7 Menbers of
the Conmi ssion which held otherw se by the impugned order
It held that the Conmission is vested with the power to waive
or reduce the interest chargeabl e under Section 234A, 234B and
234C of the Act in cases pending before it for the assessnent
year 1989-90 and onwards (i.e. the year in which Chapter XVII-
F was introduced in the Act). It further held that thi's power can
be exercised by any of the Benches constituted to settle cases
under Section 245BA of the Act. Wiile coming to this
concl usion, the Conmm ssion held that the constitution of the
Conmi ssion is based on the concept of conproni se and
settlenent, hence, it has the necessary power to waive or
reduce the interest, even if statutorily mandated, in view of the
wor di ngs of Section 245D(6) of the Act.

It also held that in view of the definition of the term

i ncome-tax authority under Section 245A(d), the Conmi ssion
being an incone-tax authority it has all the powers of the Board
whi ch are incidental to the functions of the Commi ssion, which
i ncl udes the Boards power under Section 119 of the Act to
rel ax the rigors of Section 234A, 234B and 234C of the Act.
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By applying the rule of construction, the Conmi ssion
further held that taking into consideration the object for which
the Conmission is constituted, it should be held by the process
of purposive interpretation that it has the power of waiver or
reducti on of statutory interest because the object of the
Legi slature was to settle the case without there being any
restriction on Comi ssions power to settle the case.

For the purpose of deciding the above issue, it is
necessary for us to examine the various provisions of the Act
whi ch are germane to the controversy in hand.

The constitution of the Conmm ssion and its powers are
traceable to the provisions of Chapter Xl X-A of the Act. As
not ed above, Section 245-B provides for the constitution of a
Conmi ssion by the Central Government for settlenment of cases
under that Chapter. It also provides for appointnent of a
Chai rman, Vi ce-Chairnman and nenbers of the Commi ssion,
the constitution of various Benches of the Conm ssion and
enpowers those Benches to exercise power and authority
vested in the Conm ssion under Chapter Xl X-A of the Act.
Section 245A defines various expressions under sub-clauses (a)
to (g) but does not define the expression settlenent.

Section 245-C provides for filing of an application by an
assessee at any stage of the case relating to himin a prescribed
manner giving full and true disclosure of his incone which has
not been discl osed before the assessing officer and further
inform ng the manner i n whi ch such incone has been derived
by hi mand the quantum of additional anmount of income-tax
payabl e on such incone anbngst other particulars that may be
prescribed with a prayer to the Comm ssion to have the case
settl ed.

The word case has been defined under Section 245A(b)
t hus :

case nmeans any proceedi ng under ‘this Act

for the assessment or reassessnent of any
person in respect of any year or years, or by
way of appeal or revision in connection wth
such assessnent or reassessnent, which may

be pendi ng before an income-tax authority

on the date on which an application under
sub-section (1) of section 245C is nade :

Provi ded that where any appeal or
application for revision has been preferred
after the expiry of the period specified for
the filing of such appeal or application for
revi sion under this Act and which has not
been admi tted, such appeal or revision shal
not be deened to be a proceedi ng pendi ng
within the neaning of this clause;

Under the provisions of Chapter XIX-A, on such
application being made, the Conmi ssion is enpowered to
di spose of the sane in the manner provided thereunder. Section
245D provi des for the procedure and exercise of power to be
foll owed by the Commi ssion on receipt of an application under
Section 245C. Under this provision, the Conm ssion has the
authority to call for the report fromthe Conmi ssioner of
I ncome Tax (for short the Conm ssioner) and on the basis of
the material contained in such report and having regard to the
nature and circunstances of the case or the conplexity of the
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i nvestigation involved therein, it may by order allow the
application to be proceeded with or reject the application

If the Commission allows the application filed under
Section 245C then under sub-section (3) of Section 245D it can
call for the relevant records fromthe Conm ssioner and if it
forns any opinion that any further inquiry or investigation in
the matter is necessary, it may direct the Conmi ssioner to nmake
or cause to be nade such further inquiry or investigation and
furnish a report on the matters covered by the application and
other matters relating to the case.

Sub-sections (4) and (6) of Section 245D bei ng of
i mportance for the purpose of our discussion, the sane are
extracted in verbati mhereunder

(4) After exam nation of the records and the
report of the Comm ssioner, received under
sub-section (1), and the report, if any, of the
Conmmi ssi oner received under sub-section

(3), and after giving an opportunity to the
applicant and to the Conmi ssioner to be

heard, either in person or through a
representative duly authorised in this behalf,
and after exami ning such further evidence as
may be placed before'it or obtained by it, the
Settl emrent Comm ssion may, in accordance

with the provisions of this Act, pass such
order as it thinks fit on the matters covered
by the application and any other matter
relating to the case not covered by the
application, but referred to in the report of
t he Conmi ssi oner under sub-section (1) or
sub-section (3).

X X X

(6) Every order passed under sub-section (4)
shall provide for the ternms of settlenent

i ncludi ng any demand by way of [t ax,

penalty or interest], the manner in which any
sum due under the settlenent shall be paid
and all other matters to nmake the settl ement
ef fective and shall also provide that the
settlenent shall be void if it is subsequently
found by the Settlenment Conm ssion that it
has been obtained by fraud or

m srepresentation of facts. (enphasis
suppl i ed).

From t he above provisions of law, it is seen that the
Conmi ssion after exam nation of the records and reports
submitted to himand after giving an opportunity to the
applicant and to the Comm ssioner of being heard, may pass
such order as it thinks fit on the matters covered by the
application. Though Section 2450(4) confers w de power on
the Conmmission in the process of settling a case, the Act stil
mandates that the sane will be done in accordance with the
provi sions of the Act.

Wiile that is the mandate which is given to the
Conmi ssi on, a perusal of sub-section (6) of Section 245D
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shows that it has al so enpowered the Comm ssion to provide

for the terns of settlenment including any demand by way of tax,
penalty or interest; the manner in which any sum due under the
settlenent shall be paid and all other matters to nmake the
settlenent effective. It is an admtted position that by its plain
| anguage sub-section (4) of Section 245D does not enpower the
Conmi ssion to waive or reduce statutory interest payabl e under

the provisions of Section 234A, 234B or 234C.

The noot question, therefore, for our consideration is:
does sub-section (6) which contenplates providing for the
terns of settlenment of tax, penalty or interest enmpowers the
Conmi ssion, in any manner, either to waive or reduce interest
payabl e under Section 234A, 234B or 234C in any case that
arises for settlenment before the Conmission ? If so, would this
wai ver of interest be in accordance with the provisions of the
Act as mandated in-sub-section (4) of the Act ?

For -answering the above question, we will have to
exam ne the character of interest payabl e under the provisions
of Section 234A, 234B and 234C. A perusal of these Sections
shows that the interest for default in furnishing return of
i ncome, default in paynment of advance tax and interest for
def erment of advance-tax are mandatory in nature. Section
234A which refer to the payment of interest for default in
furni shing the return of incone-tax mandates :
234A. (1) Where the return of incone for any
assessment year under sub-section (1) or sub-
section (4) of section 139, or in response to a
noti ce under sub-section (1) of section 142, is
furnished after the due date, or is not furnished, the
assessee shall be liable to pay sinple interest at the
rate of [one and one-half] {Substituted for two
by the Finance Act, 1999 w e.f. 1.6.1999} per cent
for every nmonth or part of a nonth conprised in
the period comrencing on the date inmredi ately
foll owing the due date, and, ---- ((enphasis
suppl i ed).

Similarly, Sections 234B and 234C also use sinilar

mandatory words in regard to payment of interest. At this stage,
it is of inportance to notice sub-section (4) of Section 234A
whi ch reads thus :

(4) Were as a result of an order under
section 154 or section 155 or section 250 or
section 254 or section 260 or section 262 or
section 263 or section 264 or an order of the
Settl ement Conmi ssi on under sub-section

(4) or section 245D, the ampunt of tax on

whi ch interest was payabl e under sub-

section (1) or sub-section (3) of this section
has been increased or reduced, as the case
may be, the interest shall be increased or
reduced accordingly, and ---

(i) in a case where the interest is

i ncreased, the Assessing O ficer shal
serve on the assessee a notice of
demand in the prescribed form

speci fyi ng the sum payabl e, and such
noti ce of denmand shall be deemed to
be a notice under section 156 and the
provisions of this Act shall apply
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accordi ngly;

(ii) in a case where the interest is reduced,
the excess interest paid, if any, shal

be refunded. (enphasis supplied)

A perusal of this sub-section which refers to sub-section
(4) of Section 245D mandates that if by virtue of an order
passed under Section 245D, the ampunt of tax on which interest
was payabl e under sub-section (1) or sub-section (3) of this
Section has been increased or reduced, as the case nmay be, the
i nterest shall be increased or reduced accordingly. This Section
is an indicator of the fact that so far as the interest falling due
by virtue of default infurnishing a return of incone, default in
paynment of advance-tax or interest for defernent of advance-
tax are concerned, Part F of Chapter XVII has been obligated
with the duty of |l evy of interest, as also to nmake the necessary
changes in the paynment of interest dependent on the change that
may occur. consequent to the order of settlenment under Section
245D( 4) .

It is also to be noted that wherever the Act contenpl ated

power of waiver or reduction of interest to be entrusted with

any particular authority in any particular situation, it has done
so like in Section 220(2A) of the Act. It is also worthwhile to
note that the Act wherever it contenplated that there should be

no levy of interest, it has clearly nade provision for the same as
could be seen from Section 158BF whi ch mandates that no

i nterest under the provisions of Section 234A, 234B or 234C

shal |l be levied or inposed upon the assessee in respect of the
undi scl osed incone deternmined in the bl ock assessnent.

If the schene of levy of interest is thus to be anal ysed on
the anvil of the provisions referred to herei nabove, it shows that
the interest contenpl ated under Sections 234A, 234B and 234C
is mandatory in nature and the power of waiver or reduction
havi ng not been expressly conferred on the Comm ssion, the
same indicates that so far as the paynent of statutory interest is
concerned, the sane is outside the purview of the settlenent
contenplated in Chapter Xl X-A of the Act.

The Conmi ssion, however, traced its power to wai ve or
reduce interest to the objects of the Act and to what it terned as
schematic rationalisation of the provisions of Chapter Xl X-A It
al so based its finding on the statutory provisions i.e. Sections
245D(4) and (6) and Section 119(2) of the Act.

From anongst the above grounds on which the inmpugned
order is founded, we will exam ne the correctness of the
statutory basis of the order first.

The Conmi ssion in the inmpugned order placed strong
reliance on the wordi ng of Section 245D(6) the |anguage of
whi ch, according to the Conm ssion, enpowers it to waive or
reduce statutory interest because of the reintroduction of the
expression interest in that sub-section. According to the
findings of the Commi ssion, the inclusion of the expression
interest clearly indicates that the Statute has permitted it to
pass such orders as it deens fit in regard to paynent of interest
when an order under sub-section (4) of Section 245D i s nade
by it. This assunption of the Comm ssion proceeds on the
hypot hesi s that sub-section (6) of Section 245D is a substantive
provision. W are unable to agree with this view of the
Conmi ssion. The substantive provision in regard to settl enent
in Chapter XIX-A, in our opinion, is sub-section (4) of Section
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245D. It is under this provision of the Act that the Conm ssion
will have to pass orders as it thinks fit on the matters covered
by the application. In our opinion, sub-section (6) of Section
245D is only procedural in nature. It provides for fixing the
terns by which the anmount settled in sub-section (4) will have
to be paid. It is not a Section which enpowers the Conm ssion
either to waive or reduce the interest. At the cost of repetition
we nust point out that apart fromthe fact that there is no
speci fic enmpowerment of waiver or reduction of tax in Chapter
XIX-A, it is also clear fromthe use of the expression in
accordance with the provisions of this Act found in sub-

section (4) of Section 245D, the settlenment will have to be in
conformity with the Act and not contrary to or in conflict with
it. There is yet another factor to be taken note of while
interpreting sub-section (6) of Section 245D. The said sub-
section al so provides for terns of settlenent in regard to the
tax. If the interpretation given by the Conmi ssion is to be
accepted, it would nmean that under the provisions of Section
245D(6), the Conm ssion al so has the power of waiving or
reduci ng the tax payable on the incone settled by the

Conmi ssion. If-this position inlawis presuned to be correct
then the very purpose of the settlenent contenplated in Chapter
XI X- A woul d defeat the object of the principal Act itself. As
hel d by the Comm ssion itself, Chapter Xl X-A was included for
the purpose of quick settlement of the cases before it so that the
tax due to the Revenue is collected at the earliest. The object of
Chapter XIX-Ais not to give amesty to a tax evader from
payi ng the tax due. Hence, it would be preposterous to hold
that the Conmi ssion has been conferred with the power of

ei ther reducing or waiving the tax due. W are aware that the
Conmi ssion in the i mpugned order has not gone to the extent

of holding that it has the power of either waiving or reducing
the tax payabl e but then that would be the 1ogical conclusion if
we accept the interpretation given by the Conmni ssion in regard
to the expression interest in Section 245D0(6) of the Act. A
proper readi ng of sub-section (6) would show that all that it
contenplates is that while the Conmm ssion nmakes an order of

settl enent under sub-section (4) it will also have'to provide for
the ternms under which the anount payabl e by way of tax,

penalty or interest shall be paid by the assessee. The expression
terns used in that sub-section does not refer to the power of
the Conmi ssion to waive or reduce tax, penalty or interest
because quantificati on of anount payabl e under each of those
expressions are dealt with under separate provisions of the Act
like the payment of the tax is governed by various provisions of
the Act as defined in Section 2(43) of the Act while penalty is
covered by Section 245H and interest under Sections 234A,

234B and 234C of the Act. Therefore, all that the expression
termin Section 245D(6) neans is that the Conmm ssion can
stipulate the conditions of paynent like instalnments, |ast date
for paynment etc. Beyond that, in our opinion, sub-section (6)
does not authorise the waiver or reduction of tax, penalty or
interest settled under sub-section (4) of Section 245D

The Conmmi ssion in support of its view on this score has
pl aced reliance on the judgnent of this Court in the case of
Conmi ssi oner of | ncone-Tax v. Express Newspapers Ltd. (206
[1994] I TR 443) wherein this Court observed thus :

Sub-section (4) of section 245D
provi des for passing of final orders by the
Conmission. It is not necessary to refer to
the other provisions in the Chapter except to
nmention that the Conm ssion is enmpowered
to direct the waiver of penalty as well as
interest and to direct that the tax payable




http://JUDIS.NIC IN SUPREME COURT OF | NDI A Page 7 of

12

shall be paid in prescribed instalnments. It is
further enpowered to direct that the assessee
whose case has been decided by it shall not

be proceeded with or prosecuted under the

I ncone-tax Act or under the I|Indian Pena

Code or under any other Central Act for the
time being in force with respect to the case
covered by the settlenent. The orders of the
Conmi ssion are final, subject of course to
constitutional renedies.

In our opinion, this observation in the Express
Newspapers case (supra) does not help the Conmm ssion in
support of its conclusion inregard to its power under Sections
2450(4) and (6). It is to be noted that in that case the settlenent
sought was with regard to assessnent years 1985-86, 1986-87
and 1987-88. It is an-admitted fact that during those assessnent
years, Sections 234A, 234B and 234C were not in the statute
book. On the contrary, the correspondi ng provisions existing in
the Statute, nanely, Sections 139(8), 215(4) and 216 in termns
enpowered the income-tax authorities to waive or reduce
interest. It is in that context that this Court observed, in the
par agr aph extracted hereinabove, that under Section 245D(4),
the Conmi ssion has/'the power to direct the waiver of penalty as
wel |l as interest because that was within the scope of the
provi sions of the Act, as then existing, whereas at present and
for the assessnent years involved in this case, Sections 234A
234B and 234C bei ng applicabl e that observati on does not
apply to the cases in hand. The sentence except to nention that
the Conmission is enpowered to direct the waiver of penalty
as well as interest is used in that judgnent on the basis of
the then existing law and to apply the same to the facts of the
present case with the mandatory change in | aw woul d anmount
to applying those principles in the Express Newspapers case
(supra) out of context.

Nextly, the Conm ssion also traced its power either to
wai ve or reduce the interest to Section 119(2) of the Act. In our
opi nion, this process of tracing Conm ssions power to Section
119(2) of the Act is rather convoluted. It first relied upon
Section 245F which conferred on it the powers vested in-an
i ncome-tax authority. Next it relied upon the definition of the
expression incone-tax authority as found in Section 245A(d)
of the Act which in turn referred to Section 116 of the Act
whi ch included the Board as one of the income-tax authorities
for the purpose of the Act. Having equated itself with the
Board, it traced the power of the Board to Section 119(2) to
relax the rigor of Sections 234A, 234B and 234C. Thus, by this
process the Conm ssion canme to the conclusion that it can al so
relax the rigur of Sections 234A, 234B and 234C while passing
the order of settlenment without really considering whether in
the context in which this power is conferred on the Board, the
Conmi ssion could equate itself with the Board for the purpose
of exercising power under Section 119(2). Therefore, we will
first exam ne whether the Comm ssion can be construed as a
Board for the purpose of Section 119 or in the alternative by
virtue of Section 245F(d) read with Section 245A(d) read with
Section 116 can the Conm ssion exercise the power conferred
on the Board under Section 119 of the Act ? For this purpose it
is necessary to exami ne the nature of power exercised by the
Board under Section 119 of the Act. Undoubtedly, the Board is
an executive authority being a part of the Mnistry of Finance.
Its actions are anmenable to scrutiny by the said Mnistry as al so
by audit bodies and al so the Parliament whereas the
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Comm ssion constituted under Section 245B of the Act is a

qguasi -judi cial body (see Sec.245L) and its orders are not
anmenabl e to either supervisory or appellate jurisdiction of the
M nistry of Finance or any of the audit bodies and for that
matter even by the Parliament. Its orders under Section 245-1
are concl usi ve which cannot be reopened in any proceedi ngs
under the Act or under any other law for the tine being in force.
Therefore, it cannot be said that in the context in which the
power under Section 119 could be exercised by the Board, the
Conmi ssion could either equate itself with the Board or claim
the right to exercise the power vested in the Board under
Section 119 which is an adm nistrative power.

Then it is to be seen that the Act requires the Board to
exerci se the power under Section 119 in a particular manner i.e.
by way of issuance of orders, instructions and directions. These
orders, instructions and directions are neant to be issued to
ot her income-tax authorities for proper admnistration of the
Act, the Conmission while exercising its quasi-judicial power
of arriving at a settlenment under Section 245D cannot have the
admi ni strative power of issuing directions to other incone-tax
authorities. It is a normal rule of construction that when a
statute vests certain power in an authority to be exercised in a
particul ar manner then the said authority has to exercise it only
in the manner providedin the statute itself. If that be so since
t he Conmi ssion cannot’ exercise the power of relaxation found
in Section 119(2)(a) in the nmanner provided therein it cannot
i nvoke that power under Section 119(2)(a) to exercise the sane
inits judicial proceedings by follow ng a procedure contrary to
that provided in sub-section (2) of Section 119.

There is one other reason why Section 119(2) is not

avail able to the Conmi ssion, because if we exam ne the

provi sions of Section 245A through whi ch-the Conmi ssion has
traced its power to be equated with the Board which defines the
expression case to mean any proceeding under this Act for

the assessnment or reassessnent of (any person in respect of any
year or years..which nmay be pending before an i ncone-

tax authority on the date on which an application under sub-
section (1) of Section 245 is nade. As per this definition, it is
clear that the power of settlenment is vested in the Comm ssion
inregard to a particular case pertaining to an assessee, may be
for one or nore years while the power of relaxation

contenpl at ed under Section 119(2)(a) can be exercised only in
regard to class of cases or class of incones. It is not open to be
used in regard to any particul ar person or case contenpl ated
under the definition of the expression case in Section 245A
(supra). Therefore, we are of the opinion that the context in
whi ch the power under Section 119 is vested in the Board and

the context in which the power of settlenent is vested with the
Comm ssi on under Section 245C i ndicates that the Parlianent

did not intend that the power under section 119 of the Act could
be used by the Commi ssion for granting the said relief, and the
Conmi ssi on cannot be equated with the Board for the purpose

of exercise of the power under Section 119 of the Act. Having
noticed this difference, the Conmi ssion in the inmpugned order
holds that it is not exercising the adm nistrative power of

i ssuing directions or instructions, hence, it relied upon the
legislative intent of giving relief of waiver or reduction of
interest to the assessee while arriving at a settlenent.

Nextly, the Conmm ssion has el aborately discussed the

obj ect of introduction of Chapter XIX-A in the Act, the history
behi nd the introduction and schematic rationalisation of the
provi si ons of Chapter Xl X-A brought about through Finance

Act, 1987 to hold that in exercising its power under Chapter
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XIX-A it has al nost an unbridled power to arrive at a
settlenent. This exercise of purposive interpretation by | ooking
into the object and schene of the Act and | egislative

i ntendment would arise, in our opinion, if the | anguage of the
Statute is either anmbiguous or conflicting or gives a neaning

| eading to absurdity. W do not find any such problemin the
provi sions of the Act to which we have already referred to.
Sections 234A, 234B and 234C in clear terns inpose a

nmandate to collect interest at the rates stipulated therein. The
expression shall used in the said Section cannot by any stretch
of imagination be construed as may. There are sufficient

i ndications in the schene of the Act to show that the expression
shal |l used in Sections 234A, 234B and 234C is used by the

Legi slature deliberately and it has not |eft any scope for
interpreting the said expression as may. This is clear fromthe
fact that prior to the Anendrment brought about by the Finance
Act, 1987, the Legislature in the corresponding Section
pertaining to i nposition of interest used the expression nmay
thereby giving a discretion to the authorities concerned to either
reduce or wai ve the interest. The change brought about by the
Anendi ng Act (Fi nance Act, 1987) is a clear indication of the
fact that the intention of the Legislature was to nake the
collection of statutory interest mandatory. In this connection
we may usefully refer to-the judgment of this Court in Jaywant

S. Kulkarni & Os. /v. Mnochar Dosabhai Shroff & Os. (AR

1988 SC 1817) wherein this Court held that when the

Legi sl ature changes the expression nmay to shall by

amendnent of the statute, it is clear that it intended to nmake the
provision mandatory fromthe existing directory provision
Therefore, the question of the Comm ssion relying upon

external aids, for the purpose of interpretation |ike Wanchoo
Conmittee Report, Discussions of Select Committee of

Parliament and introduction of Chapter XIX-A in the Act, Press
Rel ease of the Board dated 21.5.1996 etc. are purposel ess
because of the clear and unanbi guous l-anguage used in

Sections 234A, 234B and 234C and Sections 245D(4) and (6).

We notice if only the Conmission were to follow the gol den

rule of interpretation by giving the words of the Statute their
natural and ordinary meani ng wi t hout  unnecessarily going into

a forensic exercise of trying to find out the object of the

i ntroduction of Chapter XIX-A or Part F of Chapter XVII, the
Conmi ssi on woul d not have fallen in error

It is no doubt true that the terni nol ogy settlenent has a
very wi de dictionary neaning and in the absence of a statutory
definition generally the word settlement in sub-section (4) of
Section 245D woul d gi ve the Conmi ssion sufficient power to
arrive at a settlenment which it deens fit, but when the statute
qualifies such expression |ike settlenent with nmandatory
words |like in accordance with the provisions of this Act the
wi dth of the termsettl enent becones subject to the nandate
found in that Section, which would nmean that while a
Conmi ssion has sufficient el bowroomin assessing the income
of the applicant under Section 245D(4) it cannot nake any
order with a termof the settlenent which would be in conflict
with the mandatory provisions of the Section like in the
guantum and paynent of tax and/or interest. In this view of the
matter, we are of the opinion that assuming that there is any
roomfor interpretation of the provisions of Part F of Chapter
XVIl and Chapter Xl X-A, we would hold that it would not in
any manner enpower the Comm ssion to either waive or reduce
interest which is statutorily payable under the provisions of Part
F of Chapter XVilI.

It was then argued that the Commi ssion havi ng been
statutorily constituted to arrive at a settlenent has al so the
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i nherent power which includes the power to waive or reduce the
i nterest even though it is not specifically provided for. This
argunent, in our opinion, cannot be sustained. Assum ng that
the Commi ssion has any inherent power, it is a well-established
| egal principle that any inherent power vested in an authority
cannot be exercised contrary to the express provisions of the
Act. In the instant case, there being express provisions in regard
to the levy of interest under Part F of Chapter XVII even if
there is any inherent power in the Conm ssion such power

cannot be exercised contrary to the provisions of the said
Chapt er.

Shri Ranmanurti, learned senior counsel appearing for
sone of the respondents, placed strong reliance on the Press
Rel ease dated 21st My, 1996 i ssued by the Board in support of
the contentions raised on behalf of the respondents. It is true
that by this Press Rel ease the Board had interpreted the
provisions of the Act in a particular manner. Be that as it nay,
we would l'iketo make it clear that every Carificatory Note or
Press Rel'ease issued by the Board does not have the statutory
force like the Circulars issued by the Board under Section 119
of the Act. It is only those Circulars issued by the Board under
the provisions of Section 119 of the Act, will have the statutory
force and will be bi'nding on every incone-tax authorities.
Therefore, the Press Rel ease relied upon by Shri Ramanurti not
being a Circular issued under Section 119 of the Act will not be
of any assistance to the respondents in support of their
contentions.

It is then contended that if it is to be construed that the

Conmi ssi on has no power of waiver or reduction of interest

then the entire purpose of Chapter Xl X-A woul'd be defeated

since a person nmaking an application to the Conm ssion would

not be in any way better off than pursuing his renedy otherw se
provided in the Act. W are unable to accept this argunent
advanced on behal f of the respondents because the persons who
approach the Conmi ssion under Chapter Xl X-B are admi'ttedly

the persons who had not declared their true inconmes to the

i ncome-tax authorities as required under the Act. Inspite of this
default, Section 245C conmes to the aid of such assessees by
providing a way out of the statutory inplications of their
default. The object of the Legislature in introducing this Section
is to see that the protracted proceedi ngs before the authorities or
in courts are avoided by resorting to settlenent of cases. In this
process, an assessee cannot expect any reduction-in anmpunts
statutorily payable under the Act. Wile the Settlenent

Conmi ssion arrives at the taxable incone of the assessee on the
basis of records available before it, it has to levy the
mandatorily chargeabl e tax on such incone arrived at by it and
wherever interest is due under the mandatory provisions |ike
Sections 234A, 234B and 234C, it has to include the said

interest also in the settlenment. But, at the sane tine, the
assessee who because of his non-disclosure woul d ot herw se

have been |iable for various penal actions, gets an opportunity
of getting immunity from penal proceedings. It is to be seen

that under Section 245H the Comm ssion has the power to grant
imunity to the assessee from prosecution and penalty. This
imunity is not confined only to the penal provisions of the Act
but it is also available if granted by the Comm ssion to offences
under the Indian Penal Code or under any other Central Act for
the time being in force and al so get the benefit of waiver or
reduction in the inposition of penalty under the Act with

respect to the cases covered by the settlement. Therefore, it is
futile to contend that nmerely because the Settl enent

Conmi ssi on has not been vested with the power of waiving or
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reducing the interest, Chapter Xl X-A would either becone
oti ose or woul d not serve any purpose. Hence, this argunent
has to be rejected.

Learned Solicitor General has pointed out that by virtue
of the power vested in the Board under Section 119(2)(a) of the
Act, the Board has issued Crculars by Notification
No. F. No. 400/ 234/ 95-1T(B) dated 23.5.1996. As per this
Crcular, it has enmpowered that the Chief Conm ssioner of
I ncome Tax and Director General of |Incone-tax may waive or
reduce interest charged under Sections 234A, 234B and 234C
of the Act in the class of cases or class of incones specified in
paragraph 2 of the said order for the period and on conditions
whi ch are enunerated therein. He subnmitted that in view of the
said Crcular, the same-authority can be exercised by the
Commi ssion since the said G rcular would anpunt to rel axation
of the rigor of Sections 234A, 234B and 234C of the Act. W
are in unison wiith thi's subm ssion of the |earned Solicitor
General . This Court-in a catena of cases has held that the
Crculars of the Central Board of Direct Taxes are legally
bi ndi ng on the Revenue. See UCO Bank v. Conmi ssioner of
I nconme Tax (1999) [237 I'TR 889]. Since these Circulars are
beneficial to the assessees, such benefit can be conferred al so
on the assessees who have approached the Settl enent
Comm ssi on under Section 245C of the Act on such ternms and
conditions as contained in the Crcular. In our opinion, it is for
this purpose that Section 245F of the Act has enpowered the
Settl ement Commi ssion to exercise the power of an incone-tax
authority under the Act. We nust clarify here that while
exerci sing the power derived under the Circulars of the Board,

t he Commi ssion does not act as a subordinate to the Board but
will be enforcing the rel axed provisions of the Crculars for the
benefit of the assessee in the process of settlenent.

For the reasons stated above, we hold that the

Conmi ssion in exercise of its power under Sections 245(4) and

(6) does not have the power to reduce or waive interest
statutorily payabl e under Sections 234A, 234B-and 234C except

to the extent of granting relief under the Crculars issued by the
Board under Section 119 of the Act.

In conclusion, we nust note that we have taken up for
consi deration G vil Appeal Nos.4126-50/2000 and have deci ded
the issue pertaining to the power of the Comrissionto waive or
reduce the interest chargeabl e under Sections 234A, 234B and
234C of the Act while passing orders of settlenent under
Section 245D(4) of the Act. W have not deci ded any other
i ssue that might arise in all the appeal s/petitions.

Havi ng deci ded the abovesaid question of |aw, we think
it proper that all these matters be placed before a D vision

Bench of this Court for disposal in accordance with | aw
It is ordered accordingly. No costs.
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