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The correctness of a decision of the Full Bench of the
Kerala Hi gh Court construing Explanation 2 to Section 5 of
the Agricultural |[|ncone-Tax Act, 1950, inserted by Kerala
Act 9 of 1961, to be confined in its application only to
Clause (j) of Section 5 and not to Section 5as a whole is

put in issue in these appeal s. Section 5 of t he
Agricul tural | ncome- Tax Act reads as fol | ows: 5.
Conputation of agricultural inconme.~ - The agricultura

incone of a person shall be conputed after making the
foll owi ng deductions, nanely :-

(a) any suns paid in the previous year on account of -

(i) land revenue or any tax in lieu thereof due to the
CGovernment, the Sreepandaravagai or the Sreepadam

(ii) Jenm karam
(iii) Thiruppuvaram and

(iv) Jlocal rates and cesses and municipal taxes, in
respect of the land fromwhich the agricultural income is
deri ved.

(b) any rent paid in the previous year to the l'andl ord
or superior landlord, as the case may be, in respect of
 and, from which the agricultural inconme is derived;

(c) any expense incurred in the previous year on the
mai nt enance of any irrigation or protective work constructed
for the benefit of the land fromwhich the agricultura
i nconme is derived;

Expl anati on - Maintenance includes current repairs
and includes also, in the case of protective dykes and
embankments all such work as may be necessary fromyear to
year for repairing any damage or destruction caused by fl ood
or other natural causes.
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(d) any expenses incurred in the previous year on
repairs in respect of any capital asset which was purchased
or constructed for the benefits of the land fromwhich the
agricultural incone is derived;

(e) any interest paid in the previous year on any
anount bor r owed and actually spent on any capita
expenditure incurred for the benefit of the land from which
the agricultural incone is derived,

(f) where land fromwhich the agricultural income is
derived is subject to a nortgage or other capital charge,
any interest paid in the previous year in respect of such
nortgage or charge

(g) any interest- paidin the previous year on any
debt, whether _secured or not, \incurred for the purpose of
acquiring’ the land fromwhich the agricultural incone is
deri ved;

(h) any sumpaid-in the previous year as interest in
respect of agricultural |oans taken and expended on the | and
fromwhich agricultural income is derived;

(i) interest paid on any anmobunt borrowed and actually

spent for the purpose of re-claining, i mprovi ng or
cultivating the property fromwhich agricultural incone is
derived,;

(j) any expenditure (not being in the  nature of
capital expenditure or personal expenses of the assessee)
laid out or expended wholly and exclusively for the purpose
of deriving the agricultural incone;

(k) such other deductions as may be prescri bed
generally or in particular cases;

(1) in respect of depreciation of bui I'di ngs,
machi nery, plant and furniture which are the property of the
assessee and are required for the purpose of deriving the
agricultural income, a sum equival ent to such percentage on
the witten down value, thereof as may in any case or class
of cases be prescribed and where the buildings have been
newy erected or the nmachinery or plant newy installed a
further sum subject to such conditions as nay be prescribed:

Provi ded that full particulars have | been dul y
f ur ni shed:

Provided further that the aggregate of “all such
al  owances nade under this Act shall in no case exceed the

original cost to the assessee of the buildings, machinery,
plant or furniture, as the case may be;

(m in the case of agricultural income under the head
rent or revenue derived fromland referred to in sub-clause
(1) of clause (a) of section 2 - (agricultural income from
rent or revenue) :-

(i) any expenses actually incurred in the previous
year in the collection of agricultural inconeg;

(ii) any expenses incurred in the previous year on
repairs in respect of any capital asset used in connection
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with the collection of rent due in respect of the land from
which the agricultural incone is derived;

(n) in the case of agricultural income referred to in
sub- cl ause (2) of the clause (a) of section 2 -
(agricultural income fromagriculture) :-

(i) the expenses other than capital expenditure
incurred in the previous year of cultivating the crop from
whi ch the agricultural incone is derived and of transporting
such crop to market, i ncluding the maintenance of
agricultural inplements and cattle required for such
cultivation and transport or both;

(ii) any tax, cess or rate paid on the cultivation or
sale of the crop fromwhich such agricultural incone is
derived,;

(iii) the <cost incurred in the previous year in the
purchase ' of replacenent of cattle or inplenments, which are
necessary - for— cultivation, to such extent as nmay be
prescribed, Iless the anbunt realized by sale of the cattle
or inplements replaced or their estimated val ue;

(iv) any sumpaid in the previous year in order to
effect an insurance against |oss or danage of crops or
property from which the agricultural income is derived or
i nsurance against  loss or damage inrespect of building,
machi nery, plant and furniture necessary for the purpose of
deriving the agricultural income: Provided that any anount
received in respect of such insurance in any year shall be
deened to be agricultural income for the purposes of this
Act, and shall be liable to agricultural incone-tax after
deducting the portion, thereof, if any, which has been
assessed to income-tax under the Indian Incone-tax Act,
1922;

(v) any expenses incurred in the previous year on the
mai nt enance of any capital asset if such maintenance is
required for the purposes of deriving the agricultura
i ncome:

Provided that no deduction shall be made under this
section if it has already been nade in the assessnent under
the Indian Income-tax Act, 1922.

Expl anation 1 - For the purpose of this section paid
means actually paid or incurred according to the method of
accounting upon the basis of which agricultural incone is
conput ed under this section;

Plant includes vehicles and Scientific apparatus
purchased for the purpose of deriving the agricultura
income; and witten down val ue neans-

(i) in the case of assets acquired in the previous
year, the actual cost to the assessee and

(ii) in the case of assets acquired before the
previous year the actual cost to the assessees | ess such sum
as may be prescribed.

Explanation 2 - Nothing contained in this section
shall be deened to entitle a person deriving agricultura
income to deduction of any expenditure laid out or expended
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for the cultivation, upkeep or nmaintenance of inmmture
plants from which no agricultural inconme has been derived
during the previous year

The appeal s before us relate to three Assessnent Years
1975- 76, 1976-77 and 1977-78. Revisions came to be filed
before the Hi gh Court in respect of the three assessnent
years against the original remand orders and orders
subsequently passed by the Tribunal on appeals filed before
it against orders giving effect to earlier orders of remand.
The respondent-assessee projected clains for deduction of
the rent paid to its landlord in respect of the entire
estate including the area covered by immture oil palm
plants, which did not as also could not yield any incone and
interest paid on theloan obtained and utilised for the

purpose of cultivation etc.” in respect of the entire estate
conprising both mature yielding as well as unyielding
i mature oil palm plants. [t is in adjudicating the

tenability or otherw se of these clains that the H gh Court
has chosento consider the role of Explanation 2 to Section
5 and held that Explanation 2 is to be an Explanation to
only Section 5 (j) and not to the other sub-clauses of

Section 5. The High Court has chosen to come to such a
concl usion despite the opening words used, nothing in this

section.. in Explanation 2 by adopting and applying what

it chose to describe as internal as well as external aids of
construction. In the opinion of the H-gh Court, its
conclusion about 'the Ilimted role and applicability of

Expl anation 2 only to Section 5(j) arrived at on the basis
of internal aids gets confirmed by construction wth
reference to external aids also.

Heard the | ear ned seni or counsel f.or t he
appel l ant- St ate and t he | ear ned counsel for t he
respondent - assessee. Section 5.in providing for conputation
of agricultural incone for the purposes of the Act

stipulates that the agricultural income of a person /shall be
conputed after nmaeking the various deductions enunerated in
Clauses (a) to (n) to the extent mentioned and also in the
manner specified therein. It is an admtted position and
the H gh Court also proceeded on such basis only having
regard to sone of the decisions of this Court as well as of
the Kerala H gh Court that Clause (j) of Section 5 of the
Act is in the nature of a residuary provision, in which
event in our view it necessarily nmeans ~that - the ~other
clauses are in relation to a few of the enunmerated itens of
expenditure envisaged for deduction and the nmere fact that
some alone are illustrated specifically do not render those
provisions to be read in a truncated or disjointed nmanner
from the residuary clause ignoring the avowed object of
Section 5 as a whole, viz., conputation of agricultura
income, as defined in Section 2 (a) of the Act after making
the deductions to which an assessee is found eligible.
Thus, viewed when Expl anation 2 specifically use the words,
nothing contained in this section shall be expressing a
specific intention to enconpass the entire Section 5 of the
Act reading it otherwise and to confine its relevance and
application to only clause (j) of Section 5 would anpbunt to
not only rewiting the statutory provision by the Court, but
al so doing violence to the plain and sinple | anguage used.
When an Explanation or Proviso was to apply to any one
clause or |inb alone of Section 5, the |legislature has
chosen to incorporate it even in the very Section 5 bel ow
the specific or particular clause which it was neant to
explain or except as in clause (c) or (I) and (n). The fact
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that instead of doing so the Explanation 2 has been
incorporated at the end of Section 5 along side Explanation
1, which also use the words for the purpose of this

section.., the intention of the legislature nust be

consi der ed to have been made certain, positive and
unanbi guous, |eaving no room or scope what soever for having
recourse to either internal or ext er nal ai ds for

interpretation or construction of the said provision

The High Court appears to have been carried away by
the fact of some assumed simlarity of the purpose of
expenditure envisaged in Section 5 (j) and those covered by
Expl anation 2 and fromthe further fact of retrospective
ef fect having been given to the said Explanation with effect
from 1.4.51, to presurme that in doing so the legislative
intention indicated was to avoid refunds being nade on
account of the Supreme Court judgment reported in (1961) 41
ITR 751 SC. Travancore Rubber & Tea Co. Ltd. case which
in turn, concerned Section 5 (j) of the Act. This in our
view is fallacious and cannot be so presuned. The decision
of the Supreme Court declaring the position of law on the
scope of Section 5 (j) mght have been the occasion for the
| egislature to enact Explanation 2, and that too wth
retrospective effect but the said occasion would have
equally enlightened and served as an eye opener about the
need for enacting the Explanation in such a manner as to
avoi d simlar «clainms being projected in respect of
expenditure or deductions envisaged in the ‘various other
l[inbs of Section 5 as well, apart fromclause (j) alone.
This Court has always been reiterating that if the
intendment is not in the words used it is nowhere else and
so long as there is no anbiguity in the statutory  |anguage
resort to any interpretative process to unfold t he
| egislative intent becones inpernissible and the need for
interpretation arises only when the words in the statute are
on their own ternms anbivalent and do not manifest the
intention of the legislature. (vide 1988 (2) SCC 299 (Ms
Doypack Systens Pvt. Ltd. etc. vs. Union of India & Os.
etc.) and 1990 (2) SCC 231 (Ms Keshavji Ravji & Co. & Os.
vs. Comm ssioner of Income Tax). That apart an Expl anation
is intended to either explain the nmeaning of certain phrases
and expressions contained in a statutory provision or
depending wupon its language it nmight supply or take away
sonet hing fromthe contents of a provision and at tines even
to, by way of abundant caution, clear any . nental cobwebs
surrounding the neaning of a statutory provision -spun by
interpretative process to nake t he posi tion beyond
controversy or doubt.

Consequently, we are unable to approve the reasoning
of the H gh Court as to the need for having recourse to
internal or external aids to interpret the Explanation 2 to
Section 5 as well as its ultimate conclusion to whittle down
the otherwise wde range and area of operation and
application of Explanation 2 to the entirety of Section 5 of
the Act. In our view, Explanation 2 to Section 5 of the
Act, therefore explains generally as to what are not
deducti ble as expenditure for the purpose of computing the
agricultural income in the Iight of the various clauses of
Section 5 of the Act, as a whole.

The appeals pertaining to all the assessnent years
involve in common the question of deduction of rent and the
further question of deduction of interest arises only in
respect of the appeals for the assessment years 1975-76 and
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1976-77. The clainms of the respondent, be it in respect of
rent or interest paid to the creditors by the assessee on
the loans obtained and wutilised for the purpose of
cultivation etc. shall not be eligible for deduction so far
as it relates to the respective portions spent in respect of
land or the bringing up of the immture oil palmplantation
The appeals, therefore, have to be and are allowed. Cost on

parties.




