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Leave granted in‘the special |eave petitions.

In this group of civil appeals and-  special |eave
petitions the main question that arises for consideration is
whet her the business of hatchery run by the assessee cones
within the nmeani ng of the expression manufacture or produce
articles or things occurring-in Section 32A(2) and Section
88J of the Incone Tax Act (hereinafter referred to as the
Act). The further question to be decided is whether the
assessee is an industrial under t aki ng. The appeal s
excepting Civil Appeal No.2596 of 1997 are directed agai nst
the judgments of Andhra Pradesh and Karnataka High Courts
whereby the two High Courts follow ng the decision in the
case of Commi ssioner of Incone-tax vs. Sri Venkat eswar a
Hat cheri es (P) Ltd. (174 . T.R 231) rejected the
applications of the Revenue filed under Section 256(2) Act
holding that the business of hatchery cones within the

meaning of the expression an industrial undert aki ng
producing articles or things and in one case answered the
guestions in favour of assessee. Wereas in Cvil Appea

No. 2596/ 97, the Bonmbay High Court has rejected t he
application of the assessee under Section 256(2) of the Act
following the decision in the case of Conmm ssioner of
I ncome-Tax vs. Deejay Hatcheries (211 I.T.R  652) wherein
it was held that the business of hatchery cannot be terned
as an industrial undertaking producing articles or things.
That is how both sets of appeals are before us.

Respondents in these civil appeals and the appell ant
in civil appeal No.2596/97 (hereinafter referred to as the
assessee) have poultry farms and they run hatcheries where
eggs are hatched on large scale by adopting | at est
scientific and technol ogi cal net hods. The af oresai d
guestions arose when the assessees in connection with their
income tax assessnents for the relevant years claimed that
since they are industrial wundertakings engaged in the
busi ness of producing articles or things, they are entitled
to devel opnent allowance under Section 43A and deductions
under Sections 80HH, 80HHA, 80l and 80J of the Act.

The first contention on behalf of the Revenue is that
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chicks, being animate creatures, cannot be terned as
articles or things within the neaning of Section 32A
(2)(iii) or Section 80J(4)(iii) of the Act. The second
contention is that even if a chick could be construed as an
article or thing it cannot be said that the assessee is
produci ng chicks, that being a natural process of the
devel opnent of the eggs. The third contention is that if
the dictionary neaning of the word articles or things
conveys different meanings, in that event the said words
have to be interpreted in the context of the provisions of
the Act, and regard nmust also be had to the |legislative
history of the provisions of the Act and the scheme of the
Act and the fourth submi ssion is that the assessee is not an
i ndustrial undertaking.

Since the argunents raised by the |earned counsel for
the Revenue are overl apping we, therefore, propose to dea
them t oget her.

The l'earned counsel appearing for the assessee on the
ot her hand maintai ned that hatching of eggs cones within the
meani ng of the expression production of an article or thing.
He contended that the word produce is of w der inport and
for that purpose he referred to various dictionary meanings
of the word produce. In Whbsters New Internationa
Dictionary the word produce neans sonething that s
brought forth either naturally or asa result of effort and
work; a result produced.

In Blacks Law. Dictionary the neaning of the word
produce is to bring forward; to show or  exhibit; to
bring into view or notice; to bring to surface.

A reading of aforesaid dictionary neani ngs of the word
produce does indicate that if aliving creature is | brought

forth it can be said that it s produced. However ,
dictionary gives nore than one neaning of the wor d
produce. Neither the word produce nor the  word

article has been defined in the Act.  \Wen the word i s not
so defined in the Act it may be pernissible to refer to
dictionary to find out the nmeaning of that word-as it is
understood in the common parlance. But where the dictionary
gives divergent or nore than one neaning of a word, in that
case it is not safe to construe the said word according to
the suggested dictionary nmeaning of that word. ~ In such a
situation the word has to be construed in the context of the
provisions of the Act and regard nmust also be had to the
legislative history of the provisions of the Act and the
schene of the Act. It is settl ed principle of
interpretation that the nmeaning of the words, occurring in
the provisions of the Act nmust take their col our ‘from the
context in which they are so used. 1In other words, for
arriving at the true meaning of a word, the said word should
not be detached fromthe context. Thus, when the word read
in the context conveys a neaning, that neaning would be the
appropriate neaning of that word and in that case we need
not rely upon the dictionary neani ng of that word.

Viewed in this light what we find is that Section
10(27) of the Act was inserted in the Act through the
Fi nance Act, 1964. The purpose of enacting Section 10(27)
was to provide incentive to poultry farm ng, which includes
the business of hatchery, by way of giving exenption from
income tax on inconme from such business. Initially, the
said exenption was given for the years 1965, 1966 and 1967
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and was in the follow ng terns:

any income derived froma business of |ivestock
breeding or poultry or dairy farm ng which is assessable for
the assessnent years comencing on the 1st day of Apri
1965, 1966 and 1967.

In the year 1967, through the Finance Act No.2, the
words beginning from word which to 1967 were onitted
Thus exenption from incone-tax was allowed beyond the
year 1967. In the year 1975, it was felt that the exenption
from income-tax on incone frompoultry business is capable
of being abused by unscrupul ous people by showi ng incone
which would otherwi se  be chargeable to tax, as exenpt
i ncore. It was in-this background that the mischief was
sought to be renedied by omtting Section 10(27) of the Act
and re-enacting Section 80JJ providing restricted exenption
to thirty three _and on one third percent of gross tota
i ncome fromlivestock breeding, poultry and dairy farm ng
This is ~also evident fromthe Budget Speech of the then
Fi nance M nister in the Parlianment which runs as under

At present inconme fromlivestock breeding and poultry
and dairy farmng i's exenpt fromlnconme tax. This exenption
is prone to abuse by 'showi ng i ncone whi ch woul d ot herw se be
chargeable to tax as exenpt incone. | accordingly propose
to restrict the exenption to Rs.10,000/- in a year

Consequently, Section 10(27) of the Act was omtted by
the Finance Act 1975 with effect from 1st April, 1976 and
Section 88JJ was brought into the Act with effect from the
date of om ssion of Section 10(27) of the Act. Section 80JJ
as re-enacted read as thus :

80JJ. VWere the gross total income of an assessee
includes any profits and gains derived froma business of
livestock breeding, or poultry or dairy farmng, there shal
be allowed, in computing the total incone of the assessee, a
deduction as specified hereunder, nanely:-

(a) in a case where the amobunt of such profits and
gains does not exceed, in the aggregate, ten thousand
rupees, the whole of such anmount; and

(b) in any other case, one-third of the aggregate
amount of such profits and gains or ten thousand rupees,
whi chever is higher.

The Finance Act 1976 inserted Section 32A with effect
from 1st April, 1976 in replacenent of devel opnent rebate.
Secti on 32A provided devel opnent al | owance where an
i ndustrial undertaking has installed new machi nery or plant
after March 31, 1976 for the purpose of business of
manuf acture or production of any article or thing. Relevant
portion of Section 32A runs thus :

32A. (1) In respect of a shipor an aircraft or
machinery or plant specified in sub-section (2), which is
owned by the assessee and is wholly used for the purposes of
the business carried on by him there shall, in accordance
with and subject to the provisions of this section, be
allowed a deduction, in respect of the previous year in
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which the ship or aircraft was acquired or the machinery or
plant was installed or, if the ship, aircraft, machinery or
plant is first put to use in the imediately succeeding
previous year, then, in respect of that previous year, of a
sum by way of investment all owance equal to twenty-five per
cent of the actual cost of the ship, aircraft, machinery or
plant to the assessee.

(iii) in a small-scale industrial undertaking for the
purposes of business of manufacture or production of any
ot her articles or things.

Rel e vant portion of Section 80J runs as under: (1)
Where the gross total income of an assessee includes any
profits and gains-derived froman industrial undertaking or
a ship or the business of a hotel, to which this section

applies, /'there shall, in accordance with and subject to the
provisions ~of this section, be allowed, in conmputing the
total incone of the assessee, a deduction from such profits

and gains (reduced by the deduction, if any, admissible to
the assessee under section 80HH of so nuch of the anount
t hereof as does not ‘exceed the ampunt calcul ated at the rate
of six per cent. /per-annumon the capital enployed in the
i ndustrial undertaking or ship or business of the hotel, as
the case nay be, conmputed in the prescribed nanner in
respect of the previous year relevant to the assessnent year
(the amount cal cul ated as af oresai d being hereafter, in this
section, referred to as therelevant anobunt of capita
enpl oyed during the previous year).

4(iii) it manufactures or produces articles, or
operates one or nore cold storage plant or plants, in any
part of India, and has begun or begins to manufacture or
produce articles or to operate such plant or plants, at any
time wthin the period of thirty-three years next follow ng
the 1st day of April, 1948, or such further period as the
Central Governnent nmmy, by notificationin the Oficia
Gazette, specify with reference to any particular industria
undert aki ng.

As noticed earlier, the om ssion of Section 2(27) and
re- enactnment of Section 80JJ was done simultaneousl y: It
is a very well recognized rule of interpretation of statutes
that where a provision of an Act is omtted by an Act and
the said Act sinultaneously re-enacts a new provision which
substantially covers the field occupied by the repealed
provision wth certain nodification, in that event / such
re-enactnment is regarded having force continuously -and the
nodi fi cati on or changes are treated as anendnent coning into
force with effect fromthe date of enforcenent of re-enacted
provi si on. Viewed in this background, the effect  of
re-enacted provision of Section 80JJ was that profit from
the business of livestock and poultry which enjoyed tota
exenption under section 10(27) of the Act from assessnent
years 1964-65 to 12975-76 becane partially exenpt by way of
deduction on fulfillnment of certain conditions.

This nmatter nay be exam ned from anot her angle. As
noti ced earlier, Section 10(27) specifically excluded
poultry incone frombeing included in total incone. The

meaning of total income in Section 2(45) of the Income Tax
Act is as foll ows:
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total incone nmeans the total anpbunt of incone
referred to in section 5 conputed in the manner laid down
inthis Act.

Section 14(D) of the Incone Tax Act deals with one
part of the total incone, nanely, profit and gains of
busi ness. Section 29 of the I ncome Tax deals with
deductions fromthe profit and gains. Section 32A is one of
the sections dealing with such deductions. Therefore, the
income frompoultry being outside the scope of total income
by virtue of omtted Section 10(27) of the Act, there was no
guestion for application of Sections 32A and 80J to them at
| east when we find that Section 80JJ was consciously
si mul taneously re-enacted on the omi ssion of Section 10(27)
of the Act specially for those who were engaged in the
busi ness of poultry. 1f omtted Section 10(27) and Sections
32A, 80J and 80JJ are read together along wth the
| egi slative history it is evident that the provision giving
benefit to those who were engaged in running poultry farm ng
was separate and distinct fromthe provisions which provided
incentive to industrial undertakings engaged in the business
of manufacturing or producing articles. Thus, if the
expression industrial undertaking for purpose of business of
manuf acture or production of an article or thing is read in
the context of the provisions of the Act and with regard to

| egislative history of the provisions of the Act, it is
abundantly clear that those who are engaged in the business
of hatcheries are neither i ndustrial undertakings nor

engaged i n the business of producing articles or things.

It was then urged that the assessee has been running a
busi ness where eggs are hatched on | arge scale by adopting
t he | atest scientific technol ogi cal et hods. Lear ned
counsel for the assessee referred to the various steps taken
by the assessee in producing chicks, as noticed in the
judgrment of the Tribunal on the basis of witten note
submitted by the assessee, which runs as under: -

(1) The farmand hatchery are kept —strictly under
guar anti ne.

(2) The eggs are collected fromthe breeding farm
frequently and hygienically. Then they are transported to
the hatchery. Before admitting the eggs into the hatchery
they pass through the fum gation chanmber. Once the eggs are
fum gated they becone free fromnost of the m cro organisns
whi ch are pathogenic and present on the surface of the egg
shel | .

(3) Storage of eggs is a nmust because we ' cannot
incubate and get a hatch every day due to econonica
reasons. The technique of storing eggs without affecting
the hatchability has been evolved after many experinments. A
cold room havi ng 60-65 degrees fahrenheit tenperature and 75
per cent humidity is considered ideal for optinmm results,
if your storage does not exceed a couple of weeks. Once we
store the eggs in the above tenperature, 60-65 degree
fahrenheit, we just cannot take out and |load them in the
i ncubation i mediately. W take out the eggs 12 to 18 hours
before the | oading tinmne.

(4) The incubation period of the eggs is 21 days.
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Even by the natural process it takes the same tine, but
there are certain research works which show that the
i ncubation period of broilers, particularly, can be reduced
to 18 days. Not only in India, but even in other parts of
the world, the conplicated technology for reducing the
i ncubation period is not econom cal and viable. Hence, we
follow the same 21 days incubation period. The incubation
period can be divided into two stages : (a) First 18 days,
and (b) last 3 days.

For the first 18 days, the eggs are incubated in a
large scale in automatic machines where the tenperature
hum dity and changi ng of position of the egg every hour is
done automatically. After conpletion of 18 days the sane
eggs are transferred to another machine in which, except
turning, the rest are the sane |ike the above machi ne. On
conpl etion of 21 days, the chicks will be out fromthe eggs.

(5)  Once the chicks are out the nale and female are

separ at ed. Thi s process is called sexing. Two nethods are
in existence. One is the Japanese event nethod and the
second is by a nmachine. In both the nethods accuracy
remains almpst the sane. In case of machine sexing, the
chick nortality wll be about 2 per cent whereas in the
Japanese nethod this nortality does not occur. Once the

sexed fenales(in case of layers) have been vaccinated
agai nst various diseases they are sent to the farmers.

(6) It is also stated that in nodern hatchery
operations there is.apooling of the followng factors :
(1) Capital, (2) Labour, (3) Power, (4) Plant and machinery,
(5) Artificial hatching, (6) Research, (7) Technology, (8)
Large-scale production, (9) Prevention of  diseases;, (10)
Quality of chicks : (a) Protection against diseases - |ess
nortality, (b) Chicks - better yield, Iarger nunber of eggs,
size of eggs, (c) Less feed consunption

Learned counsel for the assessee also referred to

various passages from several books, i.e., The -Incubation
Book by Dr. A F. Anderson Brown, Poultry Hatcheries
busi ness by Dr. A L. Bhagwat, Poultry Science and

Production by Robert E. Mreng and Poultry Keeping in India
by P.MN. Nai du and on the strength of those passages it
was enphasized that chickens are produced by nechanica
process and, therefore, the assessee is producing articles

or things. It was also urged that better and |arger numnber
of eggs and chickens are not possible by conventiona
net hod, nanely, through broody hens. It was stated that

under natural conditions the broody hen produces about 6 to
8 eggs, then stops laying, sits on the eggs, incubates them
for 3 weeks and hatches the chicks by natural nethods. She
then takes care of the young chicks for 2 to 3 weeks,  till

they are able to pick up independently. This conventiona

net hod produces only 68 to 80 eggs in a year, whereas by
enpl oying nodern scientific nmethods assessee produces about
280 eggs in a year and is capable of producing 220 to 230
chicks in a year through artificial incubation. For the
larger growh of eggs and chicks, it is necessary that
i ncubation has to be nechanical as the broody hens are now
virtual ly unobtai nable fromthe comercial world

From a perusal of the self-stated steps taken by the
assessee for the alleged production of chicks it is clear
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that the assessee does not contribute to the formation of
chicks. The formation of chicks is a natural and biol ogica
process over which the assessee has no hand or control. In
fact, what the assessee is doing is to help the natural or
bi ol ogi cal process of giving birth to chicks. The chicks
otherwise can also be produced by conventional or natura
nethod and in that process also, sane tine is taken when the
chicks come out from the eggs. What the assessee by
application of nechanical process does in the hatchery is to
preserve and protect the eggs at a particular tenperature.
But the coming out of chicks fromthe eggs is an event of
nat ure. The only difference seens to be that, by
application of nechanical nethods, the nortality rate of
chicks is less and the assessee may get chicks nore in
nunber. This, however, would not nean that the assessee
produces chicks and that chicks are articles or things.
We are, therefore, of the opinion that the assessee is
nei ther~ an industrial undertaking nor does the business of
hat chery carried out by the assessee fall within the neaning
of Section 32A and Section 88J of the Act.

It was then wurged by the learned counsel for the
assessee that the Act uses the words articles or things at
several places and the neaning assigned to them in other
pl aces of the Act should al so be assigned under Section 32A
and Section 88J of the Act. Fifth Schedule of the Act sets
out a list of items which are treated as articles or things
manuf actured or produced for the purpose of Section 33(1)(b)
of the Act. |In this Schedule we find that processed seeds
whi ch are products of plants have been shown-as articles or
t hi ngs. Simlarly, itemNo.(30) of the said Schedule is
fish, which is an aninmate object, it has been shown under
heading articles or things. On the strength of the
meaning assigned to articles and things in the Fifth
Schedul e of the Act, it was urged that hatching of chicks is
al so production of articles or things. It is, no doubt,
true that processed seeds and fish have been descri bed under
the heading articles or things in the Fifth Schedule.
Generally, the same words in a statute have the sane meani ng
whenever used in that statute, but they may al so  have a
different neaning in different provisions of the sane
statute. I n Shanrao Vi shnu Parul ekar and another vs. The
District Magistrate, Thana and others, (1956 SCR 644, it was
hel d, thus: -

But it is contended by M. Chatterjee that the
expression grounds on which the order has been nade
occurring in S.3(3) is, word for word, the sane as in S.7,
that the sane expression occurring in the sane statute nust
receive the same construction, that what S.3 requires is
that on the naking of an order for detention, the authority
is to formulate the grounds for that order, and send the
same to the State Governnent under S.3(3) and to the detenu
under S.7, and that therefore it was not sufficient nerely
to send to the State Governnent a report of the materials on
which the order was nade. Reliance was placed on the
foll owi ng passage in Maxwells Interpretation of Statutes:

It is, at all events, reasonable to presune that the
same nmeaning is inplied by the use of the same expression in
every part of an Act.

The rule of construction contended for by the
petitioners is well-settled, but that is only one element in
deciding what the true inport of the enactnment is, to
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ascertain which it 1is necessary to have regard to the
purpose behind the particular provision and its setting in
the schenme of the statute. The presunption, says Craies,
that the same words are used in the same neaning i s however
very slight, and it is proper if sufficient reason can be
assigned, to construe a word in one part of an Act in a
different sense fromthat which it bears in another part of
an Act. And Maxwell, on whose statenment of the law the
petitioners rely observes further on

But the presunption is not of rmuch weight. The same
word may be used in different senses in the same statute,
and even in the sane section.

The sane word, if read in the context of one provision
of the Act, mmy nean or convey one neani ng and another in a
di fferent context. ~The Legislature in its wi sdom had chosen
to place processed seeds and fish under the heading articles
or things in the Fifth Schedul e as Legislature is conpetent
to give artificial meaning to any word. W are, therefore,
of the opinion that the neaning assigned to words articles
or things in the Fifth Schedul e cannot be assigned to the
words articles or /things used in Sections 32A and 80J of
the Act.

Learned counsel for the assessee relied upon severa
deci sions under the Sales Tax Acts, Central Excise Act and
the provisions of other statutes for the contention that
article includes goods and goods could be an aninate
object and, viewed in this light, the hatching of eggs would
come within the meaning of the word produce whichis of
wi der inport than the word manufacture. ~No doubt, severa
Sal es Tax Acts have included animate things for the purpose
of levying tax on sales. But the nmeaning assigned to a
particular word in a particular statute cannot be /inported
to a word used in a different statute.

We, therefore, reject the submi ssions of the '|earned
counsel for the assessee. For the aforesaid reasons, we
hold that the decision by the Andhra Pradesh H gh Court™ in
the case of Commi ssioner of Incone Tax vs. Sri Venkateswara
Hatcheries (P) Ltd.(supra) does not lay down the correct
view of |aw, whereas we approve the decision of the Bonbay
H gh Court in the case of Conmi ssioner of Incone Tax vs.
Deej ay Hatcheries (supra).

The result of the aforesaid discussion is that' the
assessee is neither an industrial undertaking nor is it
engaged in the business of producing articles or “things.
Consequently, the assessee is not entitled to devel opnent al
al l omance under Section 32A of the Act and deducti ons under
Sections 80HH, 80HHA, 80l and 80J of the Act.

For the reasons stated above the judgnments under
appeal , except Appeai No. 2596 of 1997, are set aside. Al
the civil appeals, except Cvil Appeal No. 2596 of 1997 are
al  owed. Appeal No. 2596 of 1997, are allowed. Appeal No.
2596 of 1997 is dism ssed. There shall, however, be no order
as to costs.




