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ACT:
Interpretation of taxing statute--If the |anguage is clear,
it will be unfair to interpret against the assessee.

Andhra Pradesh General Sales Tax Act, 1957 S. 5 r/w Entry 66
of Schedule | to the Act--Wen "Paddy" was already taxed
under item 8 Schedule Il, Wether "Atukul u" (Parched Rice)
and "muranmural u" (Puffed rice) are exigible to tax for the
second tine as rice falling under Item66(a)’ of Schedule
| - -\Whet her " Atukul u" (Parched rice) and "nmuranuralu" (Puffed
rice) are "rice" wthin the neaning of  entry 66(b) of
Schedul e |.

Andhr a Pradesh General Sales Tax Act, 1957, Secti on
5(2)--Difference between taxation u/s 5(2)(a) and 5(2)(b).

HEADNOTE:

Section 5 of the Andhra Pradesh General Sales Tax Act, 1957
regul ates the levy of tax on sales or purchase of goods. S.
5(1) enjoins that every dealer (other than a casual trader
and an agent of a non-resident deal er) whose total turnover
is Rs. 25,000 and upwards and every agent of a nonresident
deal er irrespective of his turnover shall pay a tax for each
year at the rate of four paise on every rupee of his
turnover. "Paddy" is subjected to sales tax under item 8 of
the 2nd schedule @the rate of five paise in the rupee at
the point of first purchase in the State. A rebate, of 2
paise in the rupee shall be allowed on the paddy purchased
and consunmed in the State. Under s. 5(2)(a) r/entry 66 of
Schedule | to the Act, rice is subject to sales tax at the
rates specified at the point of the sale effected by the
dealer selling them "Paddy" is either parched or ' heated
and sold as Atukulu (parched rice) and "rmuramural u" (puffed
rice). When the sales tax authorities sought to levy once
over again on the sale of paddy which has al ready been taxed
at the purchase point, after making it edible in the form of

"at ukul u" and "Muranural u" the appellants chall enged the
said action. ' The Andhra Pradesh Hi gh Court held that
parched rice and puffed rice not being rice at all

falling within either of the two parts of entry 66 were
taxable as separate kinds of goods altogether u/s 5, sub-
section 1 of the Act.

Al'l owi ng the appeal s by special |eave the Court,

HELD. 1. Wwere two interpretations of a provision are
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possi ble, courts should apply the principle that the
i nterpretations which favours the assessee should be
preferred. Unl ess the | anguage of the taxing statute was
absolutely clear, it should not be given an obviously unfair
i nterpretation against the assessee. [195-G H

2. Commonly accepted sense of a termshould prevail in
construing the description of an article of food. [195D0
Kalyani & Co. v. Comm ssioner of Sales Tax, [1953] (4)
S.T.C. 387 @390" (Hyd.) referred to.

3. Court nust give a broad enough interpretation to the
term ’.rice" in accordance with the common sense rule of
interpretation laid down by this Court in Ms Tungabhadra
I ndustries Ltd. v. Commrercial Tax O ficer, Kurnool, [1961] 2
S CR 14 @23. [196 C D

4, The term rice is wde enough to include rice in its
various fornms whether edi ble or unedible. R ce inthe form
of grain is not edible.” Parched rice an& puffed rice are
edi bl e. But the entry rice covers both fornms of rice. At
any rate i't is wide enough to cover them [194H, 195A]

191

5. There is a distinction between "paddy" as found in item
8 of the 2nd schedule and "rice" as mentioned under item 66
of the first schedule. The viewthat, if paddy has been
taxed in the hands of the purchaser, who is a dealer the
sanme individual was nade to pay tax on it again as rice
falling within item®66(a) and not as "rice" falling under
item 66(b) cannot be accepted because such a view would run

counter to the express provisions of item66(b). If what is
taxed is "rice", it would obviously fall under item 66(b)
because it has already been taxed in the form of paddy. It

could certainly not fall under item®66(a) which is for
“rice" not so taxed. To urge that it falls under item 66(a)
is to concede that it is "rice". [194A]

6. On a parity of reasoning the term’rice’ as ordinarily
understood in English | anguage woul d include both | parched
and Puffed rice. Atukulu (parched rice) and "nuranuralu”
(puffed rice) are "rice." within the nmeaning of entry 66(b)
of Schedule 1 of the Andhra Pradesh General Sales Tax Act,
1957. [197 A-B]

7. The difference between taxation under the schedul e u/s
5(2)(a) and wunder the 11 schedule u/s 5 (2) (b) is that
whereas the first is a tax at the point of sale, the second
is atax at the point of purchase. The Il schedul e is neant
for goods in respect of which a single point tax is |eviable
u/'s 5 (2) (b) of the Act. The dealer’s turnover nmay include
purchases as well as sales. 1In the instant case the dealer
has paid a tax at the time of purchase of rice under item 8
of the 11 schedul e when it was paddy. [193F

8. It is not the intention of the legislatureto tax u/s
5(1) as well as under section 5(2) of t he Act .
Si mul taneously s. 5(2) does not say that a "further" tax
would be levied u/s 5(2). It only talks of levying ’the

tax’ in accordance with s. 5(2) of the Act in cases falling
within the anbit of the 2nd schedule to which reference is
made in s. 5(2) of the Act. It is not fair to so interpret
a taxing statute, as to inpute an intention to t he
| egislature to go on taxing what is virtually the sane

product in different forms over and over again. Such a
result would be contrary to basic axioms of taxation. [194B-
D]

9. Keeping in viewthe various provisions of the Act,

together with the history of exemption of "palalu" and
“muramural u" and its cancellations it was not the intention
of the State Govt. suddenly to nmake the incidence of tax so
heavy. [196(
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JUDGVENT:
ClVIL APPELLATE JURISDICTION : Civil Appeals Nos. 391 and
392 of 1977.
(Appeal s by Special Leave fromthe Judgnent and Order dated
the 24-8-1976 of the Andhra Pradesh High Court in WA. Nos.
1/75 & 61/ 76).
S. C. Manchanda and B. Kanta Rao for the appellants.
P. Parameshwara Rao and T. V S. Narasi mhachari for the
Respondent s.
The Judgrment of the Court was delivered by
BEG C. J.-The question before us in these appeals by specia
| eave was framed as follows :
"Whet her ' Atukulu’ (parched rice), and 'Muramuralu (puffed
rice) are ’'rice’ -~ within the neaning of Entry 66(b) of
Schedule 1 to the Andhra Pradesh General Sales Tax Act.
1957"
192
Thi s question arose before the Andhra Pradesh high Court in
appeal s from single Judge decisions of the H gh Court, out
of provisions of Andhra Pradesh General Sales Tax Act, 1957
(hereinafter referred toas "the Act’).
Section 5 (1 ) of the Act provides
"5.Levy of Tax on Sal es or Purchases of Goods
(1) Every dealer (other than-a casual trader
and ‘an agent of a non-resident dealer) whose
total ‘turnover for a year is not less than Rs.
25,000 and every agent of © a nan-resident
deal er whatever be his turnover for the year
shall pay a tax for each year, at the rate of
four paise on every rupee of -his turnover."
Section 5(2) enacts
"Not wi t hst andi ng_anything contained in sub-

section (1) the tax under this Act shall be
| evi ed-
(a) in the case of the goods nentioned in

the first Schedule, at the rates and only at
the point of the sale specifiedas applicable
thereof effected in the State by the dealer
sel ling them on his turnover of sales in
each year relating to such goods irrespective
of the quantum of turnover,

(b) in the case of the goods nentioned in
the Second Schedul e, at the rates and only at
t he point of the purchase specified as
applicable thereto, effected inthe State by
the deal er purchasing them on his turnover of
the purchase in each year relating to/ such

goods i rrespective of t he guantum  of
turnover."
The first Schedule to the Act dealing with natters provided
by S. 5 (2) (a) contains the entry 66 which runs  as
fol | ows:
Description of goods poi nt of |evy Rate of tax

66. Rice :(a) not Covered by At the point of sale by
(b) bel ow the first whol esale dealer in
the state effecting the sale
6 Paise in the rupee
Provided that a rebate of two paise in the rupee shall be
allowed on the rice sold and consunmed in the State in
accordance with such rules as may be prescri bed.
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(b) Rice obtained from At the point of sale by the first
whol esal e dealer in the
state effecting the sale.
1 Paise in the rupee

It seenms that tax on paddy which was converted into
"Atukulu’ (parched rice), and "'Miramaral u’ (puffed rice) had
al ready been
193
levied in the formin which it comes to the narket as a
crop. The Division Bench of the H gh Court in the judgnent
under appeal before us stated

"I't is common case that the paddy out of which

these commodities have been nmade in all the

three cases has been subjected to tax".
On this assunption, the only question before us is whether
the parched rice and the puffed rice are covered by item
66(b) 'which reads : "rice obtained frompaddy that has net
tax under the Act”. ’'Paddy’' is defined in the dictionary as
"“rice in the husk". The question is : Does it cease to be
even "rice" when it is converted into parched rice and
puffed rice ? It is true that it is no longer rice grain as
it energes fromthe husk.” To nmake it edible as parched rice
and puffed rice it has to go through further processes.
These are only products obtained by converting rice grain
into a different formof it by heating or parching. if such
rice is still rice, even if we confine the term rice" to
grain, is it by going through these processes of heating or
parching converted into separate itens for the purposes of
entry 66 in the 1st Schedule of the Act ?
We find that considerable argunent was advanced in the High
Court on the question whether if parched rice and  puffed
rice are not covered at all by entry 66 of the 1st Schedul e

it would still be taxable. We find that the answer given by
the H gh Court was that, in any case, such rice would be
taxabl e under Section 5, sub-section (1) of the Act set
out above.

It was also pointed out before us that paddy out” of ~ which
the products in question becone avail able, had already been
taxed, as admtted by both sides, under item8 of  the 2nd
Schedul e which inposes a tax of 5 paise in the rupee on
paddy at the point of first purchase in the State: The
entry al so says :
"Provided that a rebate of 2 paise in the
rupee shall be allowed on the paddy purchased
and consuned in the State in accordance wth
such rules as may be prescribed’ .
The 2nd schedule is nmeant for goods in respect of which a
single point tax is leviable under section 5(2) (b) of the
Act. The difference between taxation under the 1st schedul e
under section 5(2)(a) and under the 2nd schedule | under
section 5(2) (b) appears to be that whereas the first is a
tax at the point of sale the second is a tax at the point of
pur chase. The deal er’s turnover nay include purchases  as
well as safes. Therefore, as is assumed in the instant
case, the dealer had paid a tax at the tinme of purchase of
rice under item8 of the 2nd schedule, when it was "paddy",
could it be contenplated that he nust pay a tax again on
the- sanme itemas "rice" not covered by item66(b), that is
to say, as "rice" falling under item 66(a)~? It I's
i npossible to accept the view that, if paddy has been taxed
in the hands of the purchaser, who is a dealer, the sane
i ndi vidual was nmade to pay tax on it again as rice falling
within item 66(a) and not
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194

as "rice" falling under item 66(b) because such a view woul d
run counter to the express provisions of item 66(b). | f
what is taxed is 'rice’, it would obviously fall under item
66(b) because it has already been taxed in the form of
paddy. It could certainly not fall under item 66(a) which

is for "rice" not so taxed. To urge that it falls wunder
item66(a) is to concede that it is "rice".

We find that the H gh Court had come to the conclusion that
parched rice and puffed rice, not being rice at all, falling
within either of the two parts of item66 were taxable as
separate kinds of goods altogether. This nmneant t hat,
al t hough, the dealer had paid a tax of five paise per rupee
on paddy as item8 in schedule 2 he will have to pay again a
tax at the rate of 4 paise on every rupee of his turnover
under section 5(1) if his-total turnover was not |less than
Rs. 25,000/- per year. W do not think that the intention
of the legislatures could be to tax under section 5(1) as

well as ‘under section 5 (2) of the Act sinultaneously.
Section. 5(2) does not say that a "further" tax would be
| evied under section 5(2). It only talks of Ilevying "the
tax" in accordance with section 5(2) of the Act in cases

falling within the anbit of the 2nd schedule to which refer-
ence is made in section5(2) of the Act.. W do not think
that it is fair/to so interpret a taxing statute as to
impute an intention to, the legislature to go on taxing what
is wvirtually the sane product in different forms over and
over again. Such a result would be contrary to basic axi ons
of taxation. Unless the |anguage of the taxing statute was
absolutely clear, it should not be given an obviously unfair
i nterpretation agai nst the assessee.

It may be that an item nay be taxed once as raw materi al
and, after it is manufactured and converted into separately
t axabl e goods, taxed again as another t axabl e item
al t oget her. But, in such cases, the identity of the ' goods
sold would be deened to be different even though the raw
materials may have been taxed already in a different form
earlier. The question, therefore, before us is whether
“rice", which obtained from paddy, already taxed under item
8 of the 2nd schedul e, ceases to be "rice" falling "prim
facie" under item 66(b) as rice on which a tax was al ready
paid when it was in the formof paddy ? Does heating or
parching only to make it edi ble have that effect ?

It is clear that there is a distinction between "paddy",  as
found in item 8 of the 2nd schedule, ~and "rice", as
nmentioned under item 66 of the first schedule. Apparently,
the renoval of the husk nakes this difference. It is true

that the 1st schedul e, which contains as many as 136 itens,
includes a nunber of separate fairly detailed entries.

Entry 58 is for bran or husk of "rice;’, and entry 59 is for
"deviled bran of rice". It appears, therefore, that  "rice
in husk" is "paddy". Wen it is renoved from husk, the husk

and rice becone separately taxable. But, there are no
separate entries for rice and rice reduced into an edible
form by heating or parching without any addition of
i ngredi ents or appreciabl e changes in chem cal conposition
The term "rice" 1is wide enough to include rice in its
various fornms whether edible or unedible. Rce inthe form
of grain is not.

195
edible. Parched rice and puffed rice are edible. But, the
entry "rice" seens to us to cover both forns of nice. At

any rate, it is wide enough to cover them
The Hi gh Court bad relied on a judgrment of the Division
Bench of the Hyderabad Hi gh Court in Kalyani & Co. .
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Conmi ssi oner of Sales Tax(1l), where it was held, inter alia
(at p. 390) that
"Rice in all forms would nmean all kinds or
variety of rice or species of rice such as
broken rice, kichidi rice, pichodi rice or
rice flour, etc. In this viewof the matter
we find no justification in holding that
"rice" initemMNo. 1 of the exenpted articles
in Schedule | of the, Hyderabad General Sales
Tax Act dealing with cereals should be
interpreted as neani ng cooked rice or biriyan
or pul ao".
But, in that very case, Jagannphan Reddy, J.,
delivering the judgnment of the Division Bench
had held in dealing with the term bread".
"When the Legislature uses a termrelating...
to aparticular kind, such as 'double roti’ "
The judgnent in Kalyani & Co.’'s case (supra) related to
items in a different schedule of a different enactrment. The
only principle -deducible fromit is that the conmmonly
accepted sense of a termshould prevail in construing the
description of an article of food. Wile dealing with an
item meant for rice, as a cereal, the Court had accepted a
nore limted nmeaning of the term™"rice" so, as to exclude
cooked rice in all /its forms. O course, the case before us
is not a case of rice, cooked and prepared in the form of
“pulao” or "biryani" or any (Aber type of cooked rice which
may have undergone changes of character by additions or
chemical transformation which may convert it ' into a food
product wth a substantially different identity. It was
only converted fromunedible grain into an edible form by
parching or puffing through a heating process.
Even if parched rice and puffed rice coul d be | ooked upon as
separate in comrercial character fromrice as grain offered
for sale in a market, yet, keeping in viewthe other matters
mentioned above, it could not be  presuned that it was
intended to exclude fromentry 66 ,.rice", which at any
rate, bad not so changed its identity as not to be
describable as "rice" at all. ’'Mramaralu was  after al
rice even though it was puffed. "Atukul u even though
parched was still called rice. W nust also remenber that
the schedule which we have to interpret isin the English
| anguage where the termrice is still found in the rendering
or description of "palalu” as well as that of 'nmuramam u’ in
t he Engl i sh | anguage. And, in any case, i f two
interpretations of a provision are possible, we think that
we ought to, in such a case, apply the principle that the
interpretation which favours the assessee shoul d be
preferred.
(1) [2953] (4) S. T.C 387 @3290.
196
It was possible for the Governnment to lay down a separate
category for parched rice and puffed rice, but it has not
done so. Section 40 of the Act |ays down the power of the
State Governnent to nodify, to alter or to cancel any item
in the Schedule.. It can also notify, under section 9 of the
Act, exenptions and reductions of tax. 1In this connection
it is worth remenbering that both "palalu" and "nuranural u"
were previously exenpted completely from tax wunder a
notification of the State CGovernment probably because they
are largely consunmed by the poorer sections of the public.
But, the exenption had been withdrawn before the assessnent
years under consideration. |If that be so, it. could not be
the intention to suddenly put these items in a category
where they will becone unusually or doubly taxed itenms in
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subst ance. We, therefore, think that, keeping in view the
various provisions of the Act, together with the history of
exenption of "palalu" and "nmuramural u" and its cancellation
it could not be the intention of the State Governnent
suddenly to, make the incidence of tax so heavy as it would
be if the view of the High Court is allowed to stand.
Keeping in view all the matters nentioned above, we think
that we nust give a broad enough interpretation to the term
"rice", in accordance with what nmay perhaps be best
described as the "commonsense" rule of interpretation, laid
down by this court in Ms. Tungabhadra Industries Ltd. wv.
the Commercial Tax O ficer, Kurnool. (1)

That was a case of taxation of ground nut oil. A question
arose whet her dehydrogenated oil called Vanaspati was stil
ground nut oil or a product of ground nut oil. This Court

held inter alia :
"To be ground nut-oil two conditions had to be
satisfied-it nust  be fromgroundnut and it
nmust be "oil". That the hydrogenated oil sold
by the appell ants was out of the groundnut not
being in dispute, the only point is whether it
continues to beoil even after hydrogenation

Gl is-a chemcal conmpound of glycerine wth
fatty acids or rather a glycerine of a mxture
of fatty acids principally ‘oloic, linoleic,

stearic¢ and palmtic, the proportion of the
particular fat varying in the case of the oi
from different oilseeds and it remains a
glyceride of fatty acids even after t he
har deni ng pr ocess, t hough the rel ative
proportion_of ~the different types of acids
undergoes a slight change. Inits essentia
nature therefore no change has occurred and it
remains an oil--a glyceride of fatty acids-
that it was when it issued out of the press".
In Tungabhadra I ndustries case (supra) this
Court rejected the argunent, based on an
anal ysis of chenical changes produced by the
absorption of hydrogen atons in the process of
hardeni ng and on the consequent -i nternol ecul ar
changes in the oil. It said
"But neither nmere absorption of other matter
nor internol ecul ar changes necessarily ~affect
the identity of a substance as ordinarily
under st ood".

(1) [1961] 2 SSC R 14 at 23.

197

We think that, on a parity of reasoning the term"rice" as

ordinarily ’'understood in English |anguage would include

bot h parched and puffed rice.

For the reasons given above, we set aside the judgnent of

the Hi gh, Court and we answer the question framed above as

follows : ’Atukulu parched rice, and ’nuramaralu’ (puffed

rice) are rice within the neaning of entry 66(b) of Schedul e

1 of the Andhra Pradesh Central Sales Tax Act, 1957.

Parties will bear their own costs.

Appeal al | owed.
198




