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ACT:

Central Excises And Salt Act, 1944/ Central Exci se
Rul es, 1944: Sections 4, 35C First Schedule, Item 17, Rule
8(1), and Notification Nos. 24 of 1984, 25 of 1984 and
Provi soes and 45 of 1985-- Exci se Duty--Concessional rates on
paper and paper board Excepti on cl ause--lnterpretation
of --Art paper, and chrono paper--Wether entitled to exenp-
tion--Principle of noscitur a sociis--Applicability of.

HEADNOTE

Notifications No. 24 and 25 of 1984 under rule (1) of
the Central Excise Rules, were issued on 1.3.1984 in respect
of paper and paper board falling under item17(1)  of the
first schedule to the Central Excises and Salt Act, /1944,
Wiile notification No. 24 of 1984 restricted the excise duty
on certain items, notification No. 25 of 1984 provided for a
concession in respect of paper and paper boards manufactured
out of pulp containing not |ess than 50 per cent by weight
of pulp made frommaterials (other than banboo, hardwoods,
softwoods, reeds or rags) and cleared on or after ~the 1st
day of April in any financial year, subject to certain
i mportant conditions set out in the provisoes to the notifi-
cation. Under the provisoes, the concessional rates were
applicable only if the factory did not have plant attached
to it for naking banboo, wood pulp and the exenption  would
not apply to cigarette tissue, glassing paper, grease / proof
paper, coated paper (including waxed paper) and paper of a
subst ance not exceedi ng 25 granmes per square netre. Another
notification No. 45 of 1985 dated 17.3.1985 was al so issued
prescribing rates on paper and paper board failing under the
aforesaid itemincludi ng coated paper

The appel | ant - assessee had a factory in which different
varieties of paper and paper board were being nanufactured,
using waste paper and cereal straw containing nore than 50
per cent by weight of pulp made fromthe unconventional raw
materials. The factory did not have a bamboo pul p plant.

The assessee was nmanufacturing art paper and chrono
paper. These two types of paper generally fell under catego-
ry of printing and witing paper. These two articles also
fell under the description coated
798
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paper used in the second proviso to the notification No. 25
of 1984. The appellant initially paid excise duty on the
goods manufactured by it in ternms of notification No. 24 of
1984, but later claimed concessional rates prescribed by
notification No. 25 of 1984. Since coated paper was taken
out of the purview of notification No. 25 of 1984, by the
provi so, the Excise Departnent refused to pernmt the asses-
see to avail of this concession in respect of its nmanufac-
tured goods. This was confirned by the Central Excise and
Col d Control Appellate Tribunal

In the appeal before this Court, on behalf of the appel-
| ant assessee it was contended that though the expression
'coated paper’ had generally a wi de connotation and incl uded
coated papers of all varieties, it should be given a re-
stricted meaning in the context in which it appeared in the
proviso, that in the paper business, paper was broadly two
varieties, "industrial ~paper" and "cultural paper", that
while  paper wused for printing or witing was treated as
cultural /paper that wused for  various purposes, broadly
descri bed as industrial purposes, such as wappi ng, packing,
sanitary use and the like, was industrial paper, that since
a comon strain ran through-all the five categories men-
tioned in the proviso, inasmuch the first three varieties,
admttedly fell under the category of industrial paper and
the last one was invariably used for industrial purposes,
and so found by the Tribunal, the word 'coated paper’, nust
be read in that context, and should be interpreted by apply-
ing the principle of "Noscitur A Sociis" or on the anal ogy
of the "Eusdem generis" principle and that even if the
words of the proviso were capable of being construed in a
wi der manner so as to deny exenption to all kinds of coated
paper, the Court should apply the well-established principle
of construction of taxing statutes that an-ambi guous ' provi -
sion should be interpreted in favour of the subject.

On behal f of the respondent it was contended that 'there
was no principle of interpretationby which the plain and
natural nmeaning of the word 'coated paper’ could be abridged
nor was there anything in the context to warrant such a
limtation, that there was no ’'clear cut distinction between
i ndustrial and cultural paper, and that it could not be said
that |ight paper could only be industrial paper
Al owi ng the appeals, this Court,

HELD: 1. ' Coated paper’ in the second proviso to notifi-
cation No. 25 of 1984 refers only to coated paper used for
i ndustrial purposes and not to coated varieties of printing
and witing paper. The
799
appellant is, therefore, entitled to concessional rates
specified in the notification. [812F-G

2.1 The expression 'coated paper’ in the proviso should
draw colour fromthe context in which it is enployed and
receive an interpretation consistent therewith than its
literal one, which in its w dest sense, may be conprehensive
enough to include all coated paper, industrial or otherwse,
[ 809G H]

2.2 The concession of the notification is denied to five
ki nds of paper. Three of themare varieties of industria
paper. The fourth is Iight paper, not exceeding a particular
wei ght. Light paper is by and | arge industrial paper and is
al so used occasionally for cultural purposes also. The five
varieties of paper are found in serial Nos. 3 and 4 of the
1985 notification and serial Nos. 1 and 3, reflect a con-
trast between coated paper and |ight paper used for cultura
purposes (item No. 1) and that used for other (industrial)
purposes (itemMNo. 3). On this basis, it is clear that four
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out of the five varieties of paper which are denied the
benefit of the concession constitute industrial paper. In

fact, even if, only three of these itens are of the indus-
trial variety, while the other two could be either, it wll
not still be unreasonably (though may be, a little Iless
pl ausible) to draw an inference that only industrial paper
falling in those two categories are intended to be conpre-
hended in the classification rather than assune, for no
detectable reason, that all paper of these two varieties
al one are excluded fromthe concession, [809E-G

2.3 Though no neticul ous reasons can always be made
avail able or discovered for variations in rates of duty as
between various types of goods and the absence of sone
conmon thread’ in relation to a set of goods treated alike
may not necessarily render the classification irrational or
arbitrary, it can legitimtely be postul ated that the denia
of a concession to a group proceeds on the basis of some
aspect or feature common to all \itens in the group. If such
a principle can be conceived of which would rationalise the
inclusion of all the itens, it would be quite reasonabl e and
proper to give effect to a construction of the notification
as will accord with that principle. [808F-(F

2.4 In interpreting the scope of any notification, the
Court has first to keepin mnd the object and purpose of
the notification. Al parts of it should be read harnonious-
ly in aid of, and not' in derogation, of that purpose. [811F]
800

Col l ector of Central Excise v. Parle Exports (P) Ltd.,
[1989] 1 SCC 345 and Tata Gl MIlls Co. Ltd. v.C CE
[1989] 4 SCC 541, referred to.

In the instant case, the aimand object of the notifica-
tionis to grant a concession to snall scal e factories which
manuf acture paper w th unconventional raw materials. |If the
proviso had referred only to coated paper no special object
or purpose would have been discernible and perhaps there
woul d have been no justification tolook beyond it and enter
into a speculation as to why the notification should have
t hought of exenpting only coated paper manufactured by these
factories fromthe purview of the exenption. But the notifi-
cation excepts not one but a group of itenms. If the itens
mentioned in the group were totally dissimlar and it were
i mpossible to see any common thread running through them
again, it may be perm ssible to give the exceptions  their
wi dest latitude. But when four of themundoubtedly, at |east
three of themcan be brought under an intelligible classifi-
cation and it is also conceivable that the Government m ght
wel | have thought that these small scale factories should
not be eligible for the concession contenplated by the
notification where they manufacture paper catering to indus-
trial purposes, there is a purpose in the linmtation pre-
scribed and there is no reason why the rationally- |ogica
restriction should not be placed on the proviso based on
this classification. [811H 812A-C]

The only reasonable way of interpreting the proviso is

by understanding the words 'coated paper’ in a narrower
sense consistent with the other expressions used therein
[ 812D

3. The principle of statutory interpretation by which a
generic word receives a limted interpretation by reason of
its context is well established. The expression noscitur a
sociis sinply neans that the neaning of a word is to be
judged by the conpany it keeps [810A- B]

In the context of the instant case, this principle can
be legitimtely drawn upon. However, the latin naxinms and
precedents are not to be nechanically applied; they are of




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

Page 4 of 12

assistance only in so far as they furni sh guidance by com
pendi ously sunmm ng up principles based on rules of comon
sense and logic. [81l1E-F]

State v. Hospital Mazdoor Sabha, [1960] 2 SCR 866;
Rai nbow steels Ltd. v.C. S.T., [1981] 2 SCC 141 and Lethang
v. Coopex, [1965] 1 B 232, referred to.
801

"The Dictionary of Paper" published by the Anerican
Paper and Pul p Association (Second Edition), referred to.

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civl Appeal Nos. 17 and 18
of 1989.

From the Judgnent and Order dated 3.10.1988 of the
Customs, Excise and Gold (Control) Appellate Tribunal, New
Del hi in Appeal Nos. E/2 123 of 1987-C and E/2 124 of 1987-C
in Order Nos. 738 and 739 of 1988-C,

K. “Parasaran, V. Bal achandran and M V. Madhava Rao for
the Appellant.

Ashok H Desai, Solicitor General, M. |Indu Ml hotra and
P. Parmeshwaran for the Respondents.

The Judgnent of the Court was delivered by

RANGANATHAN. J. These are two appeal s under section 35-L
of the Central Excises and Salt Act, 1944 (hereinafter
referred to as '"the Act’) They arise out of the claimof Ms
Rohit Pulp and Paper MIls Ltd. (hereinafter referred to as
"the assessee’) for partial exenption fromexcise duty in
respect of the art paper and chrono paper manufactured by
it.

The assessee is having a factory at Khadki in which
different varieties of paper and paper boards are manufac-
tured. The factory does not have a banmboo pulp plant. It

uses waste paper and cereal straw which are considered to be
unconventional raw materials for the manufacture of paper
and paper board. The pul p used by the assessee contains nore
than 50% by wei ght of pulp nmade from these wunconventiona
raw nmateri al s.

"Paper and paper board are goods falling wunder item
17(1) of the first schedule to the Act. Two notifications
were issued on 1st March, 1984 under rule 8(1) of the Cen-
tral Excises Rules, 1944 in respect of the above item The
first of them being notification No. 24 of 1984, restricted
the excise duty on itens falling under the aforesaid itemin
the manner foll owi ng:

802
S. No. Description Rat e
1. Printing and witing paper. Ten per cent ad val orem
paper plus one thousand
rupees per netric-tonnes.
2. Al sorts of paper commonly Ten per cent ad val orem
known as kraft paper (inclu- pl us one thousand three
di ng paper and paper boards hundred and eighty five
of the type known as kraft rupees per netric tonne.

liner or corrugating nediun
of a substance equal to or
exceedi ng 65 grammes per sg.
netre

3. Paper board of the follow ng Ten per cent ad val orem
varieties, nanely, pulp board pl us one thousand ei ght
dupl ex board and triplex board. hundred and ten rupees

per metric tonne.

4. Paper and paper boards, other Ten per cent ad val orem

than those specified in S.Nos. plus one thousand four
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1to 3. hundred and thirty rupees
per metric tonne.

The second notification, notification No. 25 of 1984, is
the one with which we are directly concerned here. It pro-
vides for a concession in respect of paper and paper boards
falling wunder item17(1) of the Schedul e, manufactured out
of pulp containing not |ess than 50 per cent by weight of
pulp nmade frommaterials (other than banmboo, hardwoods,
sof twoods, reeds or rags) and cleared on or after the 1st
day of April in any financial year. The concessional rates
prescri bed were as bel ow
S. No. Description Rat e Condi ti ons
1. (i) Printing and wi - Rs. 450 per provi ded that the

ting paper netric tonne total quantity of
cl earances, if
any, of all vari-
(ii) Al sorts of paper Rs.450 per eti es of paper and
conmmonl y known -as nmetric tonne paper boards in the
kraft paper (inclu- precedi ng financia
di'ng paper & paper year, by or on be-
boards of the type hal f of a nmanufac-
known as kraft liners turer, fromone or
or corrugating nmedi um nore factories, or
of a substance equal to froma factory by
or exceedi ng 65 grammes or. on behal f of one
per square netre. or nore manufact u-
rers did not exce-
ed 3,000 netric
t onnes.
803
(iii) Ohers Rs. 560 per
metric tonne.
2. (i) Printing and witing Rs.730 per Provi ded that the
writing paper metric tonne: total quantity of
cl earances of al
varieties of paper
(ii) Al sorts of papers Rs.730 per & paper boards in
conmonl y known as netric tonne. the preceding fin-
kraft paper (including anci al ~year, by or
paper and paper boards on behal f of a na-
of the type known as nuf acture, from
kraft liners or corru- one or nore facto-
gating nediun) of a ries or froma
subst ance equal to or factory by or on
exceedi ng 65 grammes behal f “of one or
per square netre. nore manufacturers
, exceedings 3,000
metric/ tonnes. but
di d not. exceed
7,500 netric/ ton-
nes.
(iii) Ohers Rs. 900 per
metric tonne.
3. (i) Printing and Rs. 900 per Provi ded that the
witing paper netric tonne. total quantity of
cl earances of al
(ii) Al sorts of Rs. 900 per varieties of paper
paper conmon- nmetric tonne. & paper boards in
Iy known as the preceding fin-
Kraft paper & nanci al year, by
(i ncl udi ng pa- or on behalf of a

per & paper

boards of the

type known as kraft
liners or corruga-

manuf acturer, from
one or nore facto-
ries or froma fa-
ctory or on behalf
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ting nmedium of a
subst ance equal to
or exceeding 65 gram
mes per square netre

(iii) Ohers

of one or nore
manuf act urers, ex-
ceeding 7,500 net-
tric tonne but did
not exceed 16, 500
metric tonnes:

Rs. 1. 120 per

nmetric tonne.

804

4. [This para, added by notification no.

added anot her concessi ona

92/ 84 dated 18.4. 84

rate where the cl earances exceed-

ed 10,500 but did not exceed 24,000 netric tonnes on the

sane |ines

here] "

The grant of the above concessiona

subject to certain

provi soes to the notification.

"Provided
attached thereto for

Provi ded
this notification
gl assi ng paper,
waxed paper)
granmes per square metre.”

shal

as above but this does not need to be set out

rates were, however,

i mportant conditions set out in the
These provi soes read:

that the factory does not have a
maki ng banmboo or wood pul p.

further that the exenption contained in
not apply  to
grease proof paper,
and paper of a substance not

pl ant

cigarette tissue,
coat ed paper (including
exceeding 25

Anot her notification No. 45 of 1985 dated 17.3.1985 has

been relied upon in support of the contention of the Union
of India and hence this nay al so be set out here. It pre-
scribed rates on paper and paper board falling wunder item
17(1) in the foll owi ng nanner

S. No. Description

1. Printing and witing paper-

(i) coated paper

(ii) of a substance not ex-
ceedi ng 25 grames per
square netre

(iii) Qthers

2. Al sorts of paper com
nmonly known as kraft
paper (including paper
and paper boards of the
type known as kraft liner
or corrugating nediun) of
a substance equal to or
exceedi ng 65 grammes per
square netre

805

3. Coated paper (including
waxed paper) and paper of
a substance not exceedi ng
25 granmes per square
nmetre (other than those
specified in SI. No.1)

4. d assine paper, cigarette
ti ssue and grease proof
paper.

5. Paper

ing varieties, nanely,

board of the foll ow
pul p

Rat e

Ten percent ad val orem
pl us one thousand five
hundred and five rupees
per netric tonne.

Ten percent ad val orem
pl'lus one thousand five
hundred and five rupees
per metric tonne.

Ten percent ad val orem
pl us one thousand five
hundred and five rupees
per metric tonne.

Ten percent ad val orem
pl us one thousand five
hundred and eighty-five
rupees per metric
tonne.

Ten percent ad val orem
pl us one thousand ni ne
hundred and thirty
rupees per netric

t onne.

Ten percent ad val orem
pl us one thousand ni ne
hundred and thirty

rupees per netric tonne
Ten percent ad val orem
pl us one thousand ei ght

Page 6 of 12
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board, dupl ex board and hundred and ten rupees
triplex board. per metric tonne.

6. Paper and boards, other Ten percent ad val orem
than those specified in pl us one thousand four
SI. No.1 to 5. hundred and thirty

rupees per netric tonne

The assessee seens initially to have paid excise duty on
the goods nanufactured by it in terms of notification No.
24/ 84 but later seems to have thought of clainmng the con-
cessional rates prescribed by notification No. 25/84. The
conpany was nmanufacturing art paper and chronmp paper. It is
common ground that these two types of paper fall under
category "printing and witing paper". It is also comobn
ground that these two articles also fall under the descrip-
tion "coated paper" used in the second proviso. Since coated
paper is taken by the proviso out of the purview of the
notification No. 25 of 1984, the Excise Departnent refused
to permt the assessee to avail of this concession in re-
spect of  its manufactured goods. This treatnment by the
Exci se " Departnent has al so been confirnmed by the Centra
Excise and Gold Control Appellate ~Tribunal (CEGAT). The
Tri bunal di sposed of the matter very briefly. It observed:
806
"37. That brings us to the second question whether art paper
and chrono paper were eligible for the exenption granted
under notification No. 25 of 1984. W have carefully consid-
ered argunents of the appellants. W have perused the noti-
fication No. 24 of 1984 as anmended and note that the second
provi so excludes fromthe exenption, anong others, coated
paper (includi ng waxed paper). There is no _denial that art
paper and chrono paper are coated papers. It may be correct
that these are not, |ike other papers nentioned in_ second
proviso, industrial varieties of papers and are witing and
printing varieties. Al the same when the proviso, as it is
worded, is clear there is no warrant for us to supply ‘words
to the proviso to the notification. W, therefore, find
agai nst the appellants in this regard and hold that 'art and
chrono paper would not be eligible for exenption /under
notification No. 25 of 1984."
(enphasi s added)
The assessee is aggrieved by this order of the Tribunal and
hence the present appeals.

Sri K. Parasaran, appearing for the appellant, raises an
i ngenious contention. He urges that though the expression
"coated paper’ has generally a wi de connotation and includes
coated papers of all varieties, it should be given a re-
stricted meaning in the context in which it appears in the
proviso. It is submtted that in the paper business, paper
is broadly of two varieties, "industrial paper"” and "cultur-
al paper". Paper used for printing or witing is treated as
cultural paper. On the other hand, industrial paper-is paper
which is wused for various purposes which may be broadly
descri bed as industrial purposes, such as wapping, packing
sanitary wuse and the like. It is submitted that though the
notification intended to grant a concession. to snmall facto-
ri es manufacturing paper out of unconventional raw material
it was decided to deny the concession to certain kinds of
paper. These exceptions have been set out in the proviso.
They are: (1) cigarette tissue, (2) glassing paper
(3)grease proof paper, (4) coated paper (including waxed
paper), and (5) paper of substance not exceeding 25 gm per
square nmetre in weight (which nay be conpendi ously descri bed
as light paper). It is argued that a commpn strain runs
through all these five categories. The first three varie-
ties, namely, cigarette tissue, glassing paper and grease
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proof paper admittedly fall under the category of industria
paper. Likew se, paper of a substance not exceeding 25 gm
per square nmetre in weight is invariably used for

807

i ndustrial purposes and this is so found by the Tribunal
The word ’'coated paper’, it is urged, nmust be read in this
context. Since the other itens set out in the proviso are
itenms of industrial paper, it stands to reason that though
"coated paper’, in a wider sense, nay include all categories
of coated paper, the denial of concession by the proviso is
to be restricted only to coated paper falling under the
industrial variety. In other words, it is submtted that the
word ’'coated paper’ should be interpreted by applying the
principle of "Noscitur A Sociis" or on the analogy of the
"Ej usdem generis" principle. This contention, it is submt-
ted, is re-inforced by two considerations. The first is that
the Governnent must have had sone idea or principle in
putting together the exceptions and there is no conveivable
principle other than the one enunci ated. The second consid-
eration 'is the addition of the words used in parenthesis
along with 'coated paper’ viz. "(including waxed paper)". It
i s pointed out that waxed-paper obviously mnmeans coated paper
because waxed paper is nothing but paper coated with wax and
woul d have anyhow been covered by the exception. Neverthe-

less, it was considered necessary, it is said, to specifi-
cally include it in order to make it clear by this illustra-
tion that only industrial paper |ike waxed paper is taken
out fromthe concession. The words in parenthesis are, in
ot her words, the words illustrative of the limtation to be
read into the expression ’'coated paper’. 1t is finally

argued that, even if the words of the proviso are capable of
being construed in a wider manner so as to deny exenption to
all kinds of coated paper, the Court should apply the well
established principle of construction of taxing statutes
that an anbi guous provi sion shoul'd be interpreted in favour
of the subject.

On the other hand, the learned Solicitor General submts
that if there are two possible views of the proviso, the
Court should not interfere with the conclusion reached by
the Tribunal which reflects one of two possible and  pl ausi -
ble views. On the interpretation of the proviso, the Solici-
tor General submits that there is no principle of interpre-
tation by which the plain and natural neaning of the word
"coated paper’ can be abridged nor, he says, is there any-
thing in the context to warrant such a limtation. He re-
futes the suggestion that, in conmercial parlance, there is
a clear cut distinction between industrial  and cultura
paper. He does not agree that |ight paper can only be indus-
trial paper and refers to the terns of the 1985 notification
in support. He points out that if coated paper neant/ only
i ndustrial paper, as contended for by the assessee, the
expression in parenthesis was totally wunnecessary.. He
submits that there is a distinction between coated paper and
i mpregnat ed paper. As waxed paper could fall under
808
either of these categories, there was a possibility of sone
one contending that paper inpregnated with wax is not
"coated paper’; that is why it becane necessary to add the
parenthesis to clarify that both kinds wll be ’coated
paper’ for the purposes of the proviso. He submits for these
reasons that the view taken by the Tribunal was the correct
one and that the appeals shoul d be dism ssed.

We have considered the contentions urged on both sides
and we have cone to the conclusion that there is force in
the appellant’s contentions. Al the three notifications we
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have extracted above draw a distinction between printing and
witing paper on the one hand and other types of paper on
the other. They also show that the duty on printing and
witing paper is generally less than that on the other
varieties of paper. Though paper can be classified into
various varieties, it does appear that one such classifica-
tion is between industrial paper and cultural paper. "The
Dictionary of Paper" published by the Anerican Paper and
Pul p Association (Second Edition) contains the follow ng
definition:
I ndustrial Papers--A very general termwhich is used for to
i ndi cate papers manufactured for industrial uses as opposed
to those for cultural purposes. Thus, building papers,
i nsul ative papers, matchi ng paper etc. would be considered
i ndustrial papers whereas witing and printing papers would
be cul tural papers.
Now t he provi so deni es the concession extended by notifica-
tion No. 25/84 to certain types of papers. It is true that
no neticul ous reasons can al ways be nmade avail able or dis-
covered for variations in rates of duty as between various
types of goods and the absence of some compn thread in
relation to a set of goods treated alike may not necessarily
render the classification irrational or arbitrary. But, at
the sanme tine, one can legitimtely postulate that the
denial of a concession to a group proceeds on the basis of
sone aspect or feature common to all itens in the group. |If
such a principle can be conceived of which would rationalise
the inclusion of all ‘the itens, it would be quite reasonable
and proper to give effect to a construction of the notifica-
tion as will accord with that principle. It-is this which
the appellant has attenpted to do and we are reclined to
think that the ratiocination of the exceptions suggested,
far frombeing artificial or far-fetched, is a plausible and
l'ikely one that the Government could have had in mind and
that it should be accepted.
809

As nmentioned earlier, the concession of the notification
is denied to five kinds of paper. Three of them undoubtedly
and indisputably, are varieties of industrial paper. This is
i ndeed common ground and it has also been supported by
reference to the definitions in the D ctionary of Paper and
el sewhere which it is unnecessary to set —out here. The

fourth is what we have referred to as 'light paper’ not
exceeding a particular weight. On behalf of the assessee, it
is contended that this is also only industrial ~ paper. In

support of this contention, reference is ‘invited to the
tabl es appended to the Dictionary of Paper which indicate
that there cannot be printing and witing paper of weight
| ess than 26 gns per sg. nmetre. It is also pointed out /that
the Tribunal has also given a finding to this effect in para
37 of its order. The learned Solicitor General, on'the other
hand, points out that S. No. 1 (ii) of the 1985 notification
itself clearly shows that there can be "printing and witing
paper of a substance not exceeding 25 grams per sq. netre"

On behal f of the assessee, on instructions, it is subnitted
that this classification proceeds on a totally unreal basis
and that there is no such printing and witing paper in
exi stence. W cannot, however, assune that the 1985 notifi-
cation proceeds on an erroneous basis. 1t is sufficient for
our purposes to take it, on the basis of the record in this
case, that |ight paper is, by and large, industrial paper
wi t hout al together excluding all possibility that it is used
occasionally for cultural purposes also. The classification
set out in the 1985 notifications also | ends some support to
the contentions urged. The five varieties of paper we are




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

Page 10 of 12

concerned with are found in serial Nos. 3 and 4 of this
notification and serial Nos. 1 and 3 reflect a contrast
between coated paper and light paper wused for «cultura
purposes (item No. 1) and that used for other (industrial)
purposes (itemMNo. 4). On this basis, then, it is clear that
tour out of the five varieties of paper which are denied the
benefit of the concession seem to constitute industria

paper. In fact even if, as urged for the Union of India,
only three of’ these itens are of the industrial variety
while the other two could be either, it will not still be

unreasonabl e (though, may be, a little less plausible) to
draw an inference that only industrial paper failing in
those two categories are intended to be conprehended in the
classification rather than assune, for no detectable reason
that all paper of these two varieties alone are excluded
from the concession. W think, therefore, that the appel-
lants are on firmground in submtting that the expression
'coated paper’ -in the proviso should draw colour from the
context i'n which it is enployed and receive an interpreta-
tion consistent therewith than its literal one, which inits
wi dest sense, nmay be conprehensive enough to include al
coat ed paper, industrial or otherw se.
810

The principle ‘of statutory interpretation by which a
generic word receives a limted interpretation by reason of
its context is well ‘established. In the context with which
we are concerned, we can legitimtely draw upon the "nosci-
tur a sociis" principle. This expression sinply neans that
"the meaning of a wrd is to be judged by the  conpany it
keeps." Gajendragadkar, J. explained the scope of the rule
in State v. Hospital Mazdoor Sabha, [1960] 2 SCR 866 in the
fol | owi ng words:
"This rule, according to Maxwell, nmeans that, when two or
nore words which are susceptible of analogous nmeaning are
coupled together they are understood to be used in 'their
cognate sense. They take as it were their colour from each
other, that is, the nore general (is restricted to /a sense
anal ogous to a less general. The same rule is thus inter-
preted in "Wrds and Phrases" (Vo. XlV, p. 207): "Associ ated
words take their meaning fromone another under the doctrine
of nosciture a sociis, the philosophy of which is that the
meaning of a doubtful word nay be ascertained by reference
to the nmeaning of words associated with it; such doctrine is
broader than the maxi m Ej usdem Generis." In fact the letter
maxim "is only an illustration or specific. application of
the broader maxi mnoscitur a sociis". The argunent is that
certain essential features or attributes are invariably
associ ated with the words "business and trade" ‘as under st ood
in the popul ar and conventional sense, and it is the colour
of these attributes which is taken by the other words used
in the definition though their normal inport nay -be rmuch
wider. W are not inpressed by this argunent. It nust be
borne in mnd that noscitur a sociis is nerely a rule of
construction and it cannot prevail in cases where it is
clear that the wi der words have been deliberately wused in
order to nmake the scope of the defined word correspondingly
wider. It is only where the intention of the Legislature in
associ ating wi der words with words of narrower significance
is doubtful, or otherwi se not clear that the present rule of
construction can be usefully applied. It can also be applied
where the nmeaning of the words of wider inmport is doubtful;
but, where the object of the Legislature in wusing w der
words is clear and free of anmbiguity, the rule of construc-
tion in question cannot be pressed into service."
811




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

Page 11 of 12

This principle has been applied in a nunber of contexts in
judicial decisions where the Court is clear in its mnd that
the larger nmeaning of the word in question could not have
been intended in the context in which it has been used. The
cases are too numerous to need di scussion here. It should be
sufficient to refer to one of themby way of illustration
In Rainbow Steels Ltd. v. C.S. T., [1981] 2 SCC 141 this
Court had to understand the neaning of the word "old in the
context of an entry in a taxing tariff which read thus:
"d d, discarded, unserviceable or absolute nmachinery, stores
or vehicles including waste products ..... "
Though the tariff itemstarted with the use of the w de word
"old’, the Court cane to the conclusion that "in order to
fall within the expression 'old nachinery’ occurring in the
entry, the nmachinery nust be old machinery in the sense that
it has beconme non-functional or nonusable". In other words,
not the mere age of the machinery, which would be relevant
in the wder sense, but the condition of the machinery
anal ogous’ to-that indicated by the words following it, was
consi dered rel evant for the purposes of the statute.

The maxim of noscitur a sociis has been described by
Di plock, C.J. as a "treacherous one unless one knows "the
soci ctas to which the socii belong" (vide: Letang v. Coopex,
[1965] 1 B 232). The learned Solicitor General also warns
that one should not be carried away by labels and Latin
nmaxi ms  when the word to be interpretedis clear and has a
wi de neaning. W entirely agree that these maxi ns and prece-
dents are not to be nmechanically applied; they are of as-
sistance only in so far as they furni sh gui dance by conpen-
di ously sunmmi ng up principles based on rul es-of common sense
and logic. As explained.in Collector of Central  Excise v.
Parl e Exports (P) Ltd., [1989] 1 SCC 345 at p. 357 and Tata
Gl MIls Co. Ltd. v.C.C E, [1989] 4 SCC 541 at p. 545-6 in
interpreting the scope of any notification, the Court has
first to keep in mnd the object and purpose of the notifi-
cation. Al parts of it should be read harnoniously in aid
of, and not in derogation, of that purpose. In this case,
the aimand object of the notification is to grant ‘a conces-
sion to small scale factories which nanufacture paper wth
unconventional raw materials. The question naturally arises:
Could there have been any particul ar object intended to be
achi eved by introducing the exceptions set out in the provi-
so? Instead of proceeding on the premse that it is not
necessary to look for any reason in a taxing statute, it is
necessary to have a closer | ook at the wording of the provi-

so. |If the proviso had referred only to ’'coated paper’, no
speci al object or
812

pur pose woul d have been di scernible and perhaps there  woul d
have been no justification to | ook beyond it and enter into
a speculation as to why the notification should have thought
of exenpting only ’'coated paper’ rmanufactured by | these
factories fromthe purview of the exenption. But the notifi-
cation excepts not one but a group of items. If the itens
nmentioned in the group were totally dissimlar and it were
i npossible to see any conmon thread running through them
again, it may be permissible to give the exceptions their
wi dest latitude. But when tour of them-undoubtedly, at
| east three of them-can be brought under an intelligible
classification and it is also conceivable that the Govern-
ment mght well have thought that these small scale facto-
ries should not be eligible for the concession contenplated
by the notification where they nmanufacture paper catering to
i ndustrial purposes, there is a purpose in the limtation
prescribed and there is no reason why the rationally | ogica
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restriction should not be placed on the proviso based on
this classification. In our view, the only reason- . able

way of interpreting the proviso is by understanding the
words 'coated paper’ in a narrower sense consistent with the
ot her expressions used therein.

In the view we have taken it is unnecessary to consider
the other contentions urged before us: (i) whether the words
“(including waxed paper)" are words indicative of the 1lim-
tation sought to be placed on the words "coated paper" or
they are only intended to make it clear that even paper
i mpregnated with wax will not be entitled to exenption; and
(ii) whether, if the notification is capable of two equally
pl ausible interpretations, the one in favour of the subject
shoul d be upheld or the one taken by the Tribunal should be
confirmed.

For the reasons discussed above, we accept the appel-
lant’ s subm ssion that 'coated paper’ in the second proviso
refers,only to coated paper used for industrial purposes and
not to coated varieties of printing and witing paper. The
Tribunal’'s ~order is set aside and the appellant held enti-
tled to the concessional rates specified in notification No.
25184.

The appeals are allowed. But we nmake no order as to costs.
N. P. V. Appea
al | oned
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