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ACT:

Natural Justice-Duly to act judicially and according to
natural justice depends on nature of interest to be affected
circunst ances for | exercise of power and sanctions invol ved-
Sugar Came Control order, 1966 Clause 5(1), S(3) and 5(S)-
[ Sugar Cane Control. (Additional = Powers)Act 1962]- Sugar cane
growers to be heard both while fixing quantum of additiona
price as well as while granting exenption from paynent of
addi ti onal price.

HEADNOTE:

The respondent are co-operative societies of growers of
sugar cane who supplied sugarcane to the appellant which is a
sugar manufacturing factory. The use and supply of sugarcane
is controlled under the provisions of the Essentia
Commodi ties Act, 1955. The Sugarcane Control order, 1955
enpowers the Governnent to fix the m nimumprice payable by
the manufacturer of sugar to the grower of sugarcane. In
1962, the Sugarcane Control (Additional Powers) Act 1962
canme into existence. Pursuant to the Powers conferred by the
1962 Act, the Central Governnment anended the 1955 Contro
order by introducing clause 3A providing for  payment of
addi tional price for sugarcane purchased by the producers of
sugar. The 1955 Control order was repeal ed and repl aced by
the Sugarcane Control order 1966. The respondent are
recogni sed by the Government of India and the appellant for
the purpose of 1966 Control order. Under the 1966 order the
Government was conpetent to denote an area where sugarcane
is growmn as a reserved area for factory. The sugarcane grown
inthat area is required to be sold to the allotted factory.
The Governnent controls all aspects of the use of sugarcane
growmn in the reserved area. The 1966 order provides for
fixation of m ni mum price of sugarcane payabl e by
manuf acturers of sugar to the growers. |In determning the
mnimmprice the Governnent is required to take into
account (i) cost of production of sugarcane, (ii) return to
the grower fromalternative crops and the general trend of
prices O agricultural conmodities; (iii) the availability
of sugar to the consuner at a fair price; (iv) the price at
whi ch sugar is sold by the producers; and (v) the recovery
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of sugar from sugarcane

The 1966 Control order further provides for paynent of
additional price in addition to the mnimm price. On
determ nation of the price the same ‘' is required to be
intimated in witing to the producers of sugar, growers Co
operative Societies of Gowers or the local Gowers’
Associ ation. An appeal is provided to the Government of
I ndi a agai nst the deternmination of the additional price.
Clause 5(3) of the 1966 Control order provides that if the
Central CGovernment is satisfied that during any vyear a
factory has made no profit or has nade inadequate profit
that Governnent may exenpt either wholly or partially any
producer of sugar from paynent of the additional price. The
rel evant authority wunder the 1966 Control order fixed
additional price payabl e by the appellants to t he
respondent. No appeal was preferred either by the appellant
or the respondent.

The appellants did not 'pay the additional price.
appel | ant ‘made applicati ons seeking exenption on the ground
that the appellants had nade inadequate profits. The
Covernment _exenpted the appell ants from payi ng whose of the
additional price for the year 1961-62 and reduced the
additional price for the year 1960-61 w thout giving any
opportunity of being heard to the respondent The respondents
chal l enged the validity of the grant of exenption by filing
awit petitionin the Hgh Court. The H gh Court allowed
the said wit petition on the ground that the order of the
Central Covernnment = was violative -of principles of natural
justice, since no opportunity was given to the respondents
to be heard in the matter.

741

Di sm ssing the appeal by certificate,
N

HELD: (1) dause 5(1) provides for the paynent of
additional price and Il -clause 5(3) provides for exenption
fromthe paynent of additional price. C ause 5(5) provides
for filing an appeal to the Central Governnent by any person
feeling aggrieved by the decision of the fixation of
additional price. The power to grant exenption cannot be
said to be independent of the provisions of clause 5 of tho
order. The object of 1966 control order is to pronote sugar
industry and to elimnate unnecessary inpedinments in- The
production of sugar. It also ensures a fair deal to the
growers of the sugarcane. The provisions of the contro
order are intended to nmmintain harnony between the Gowers
of sugarcane and the producers of sugar and to enable both

of them to share profits reasonably. |It. is necessary to
gi ve opportunity to be heard both to the growers of the
sugarcane as well as the producers of sugar. when the

Covernment exerci ses powers under 1966 Control order for
determining the additional price and granting exenption from
paynment of additional price. [744 H, 745 A-E]

(2) The grant of exenption from paynment of  ‘price
affects rights and interests of the growers of sugarcane.
The order of exenption takes away rights which had accrued
in favour of the growers of sugarcane. It is, therefore
necessary for the Government to consider the points of view
or objections of the growers on the application nade by the
factories producing sugar seeking exenption from paynent of
additional price. [745F, G 746A]

(3) The situations in which a duty will arise to act
judicially according to. natural justice cannot be
exhaustively enunerated. A duty to act judicially will arise
in the exercise of power to deprive a person of legitimte
i nterest or expectation that additional price would be paid.
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The factors which point to an exercise of power judicially
are the nature of interest to be affected. the circumnstances
in which the power falls to be exercised and the nature of
the sanctions, if any, involved. [746 (]

(4) It is clear that the purpose and purport of the
1966 Control order point to the inescapable conclusion that
the sugarcane growers are to be heard not only when
additional price is fixed but al so when exenption is granted
to factories frompaynent of additional price. [746 D

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civil Appeals Nos. 2070
to 2074 of 1970.

Fromthe Judgnment and order dated 4th day of May 1970
of the Bangalore High Court in Wit Petitions Nos. 3958,
4035/ 68, 18 and 19 of 1969.

V. S. Desai, P. ~C. Bhartari, J. B. Dadachanji, o. c.
Mat hur and R Narain for the appellant.

A. K- Sen and S. S.Javali and B.P.Singh for Respondent
No. 1.

S. N Prasad and S. P. Naydt for Respondent-Union of
I ndi a.

The Judgrment of the Court was delivered by

RAY, C.J. These appeals are by certificate from the
judgrment of the High Court of Mysore dated 4 May, 1970. The
several respondent Co-operative ~ Societies filed writ
petitions in the Hgh Court for —quashing orders dated 11
Septenmber 11 1968 passed by the CGovernnent of India. The
i npeached orders granted exenption, partially or wholly, to
the appellant under clause 5(3) of the Sugar Cane Contro
Order, 1966 (hereinafter referred to as the 1966 Contro
O der)

742

fromthe paynent of additional” cane price fixed by the
Price Fixation Authority under  clause 5(4) of the 1566
Control order. The Hi gh Court quashed the orders chal |l enged
by the respondents.

The use and supply of sugarcane is controlled under the
provisions of the Essential Comopdities Act, ~1955. The
Government of India pronul gated the Sugar Cane Control order
on 27 August 1955. The 1955 Control Oder enpowered the
CGovernment, inter alia, to fix the mninmumprice payabl e by
the manufacturer of sugar to the grower of sugarcane. The
Government was conpetent to fix different prices depending
on the areas and qualities of sugarcane or on the basis of
recovery of sugar from sugarcane. In 1966 the Sugar Cane
Control (Additional Powers) Act, 1962 cane in existence. In
pursuance of powers conferred by the 1962 Act the Centra
Gover nment amended the 1955 Control order by introducing
clause 3A providing for paynment of additional price for
sugar cane purchased by producers of sugar during each of the
four successive years beginning from 1 Novenmber 1958.

The 1955 Control order was repeal ed and repl aced by the
Sugar cane Control order, 1966 to which reference has
al ready been nmade. The 1966 Control order saved all orders
made and actions taken wunder the repealed order. Under
clause 6 of the 1966 Control order the CGovernnent was
conpetent to denote an area where sugarcane is grown is a
reserved area for a factory. The sugarcane grown in that
area is required to be sold to the factory allotted. The
Central Covernment determines the quantity of sugarcane to
be supplied by the growers in the reserved area and the
quantity of sugarcane which the factory requires for
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crushing during any year. The growers are required to enter
into agreenents with the factory to supply sugarcane of the
quantity fixed under the provisions of the 1966 Contro

order. Restrictions are placed on the growers from using
sugar cane grown by them for other purposes. The Gover nnent
thus controls all aspects of the use of sugarcane grown h

the reserved area. It can prohibit or restrict or otherw se
regul ate export of sugarcane from any area except under and
in accordance with a permt issued in that behalf.

Clause 3 of the 1966 Control order provides for
fixation of m ni mum price of sugarcane payabl e by
manuf acturers of sugar to the growers. |In determning the
m nimumprice, the Governnent is required to take into
account (a) cost of production of sugarcane, (b) return to
the grower fromalternative crops and the general trend of
prices of agricultural conmodities; (c) the availability of
sugar to the Consuner at a fair price; (d) the price at
whi ch sugar produced from sugarcane is sold by producers of
sugar; and (e) the recovery of sugar from sugarcane.

Clause 5 of the 1966 Control order provides for paynent
of additional —price. Sub-clause (1) of clause 5 provides
that in respect of sugarcane purchased, by producers of
sugar during each of = the four successive years beginning
from1 Novenber 1958, the producer is
743
required to pay an /additional price in addition to the
m ni mum price A fixed under clause 3(1) of the 1966 Contro
Order. The additional price is fixed accordance with the
provisions of the Schedules tothe Oder. On determnation
of the price, the sane is required to be intimte, in
witing to the producer of sugar, growers, Cooperative
Societies of growers or the |local growers association. Sub
clause (5) of clause 5 of the 1966 Control order provides
for an appeal to the CGovernnent of India fromthe decision
det erm ni ng additional price.

The rel evant provision for purposes of the  present
appeals is sub. clause (3) of clause 5 of the. 1966 contro
order. Sub clause (3) is as follows :

“"If the Central Government is satisfied that
during any year a factory has nmade no profit or has
made i nadequate profit, that GCovernment, may by order
inwiting, exenmpt either wholly or —partially, any
producer of sugar from paynent of the additional price
due from him under sub-clause (1) in respect  of
sugar cane purchased for that factory during that year
The appellant in Cvil Appeals No. 2070-2074 of 1970 is

the factory situate at Hospet manufacturing. sugar. The
appel | ant buys sugarcane from growers in the area reserved
for the said factory. The respondent is a <co-operative
soci ety of growers of sugarcane who k have supplied
sugarcane to the appellant factory. The nenbers- of the
societies entered into agreement with the appellant factory
through the respondent societies for the supply of
sugar cane. The societies advanced nonies to the grower
nmenbers for their agricultural operations. The societies are
recogni sed both by the Governnment of India and the appellant
factory for the purpose of the 1966 Control order

The mininmum price fixed by the Governnent of India for
the seasons subsequent to 1958-59 was said by the sugarcane
growers to be inadequate. The growers felt that the
factories manufacturing sugar were nmaking profits fromthe
sale of sugar and that the nminimum price fixed by the
CGovernment for supply of sugarcane did not bear any rationa
relation to the market price or to the profits nade by the
producers of sugar. The growers experienced inpact of in
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crease in the cost of growi ng sugarcane and the restrictions
placed by the Governnent preventing them from selling
sugarcane to persons or at prices of ‘their <choice. The
growers were also prevented from converting sugarcane to
"gur" except in accordance wth the terns of a license to
be obtained. |In partial redress of the hardship caused to
the sugarcane growers Parlianment introduced clause 3A to the
Sugar - Cane Contr ol (Additional Powers) Act, 1962 for
fixation of additional prices for sugarcane for four
successive years commrencing 1 Novenber, 1958. The provision
was thereafter incorporated in the 1966 Control Order.

The rel evant Authority under the 1966 Control order on
3 July, 1968 fixed the additional price payable by the
appel l ant to the cane
744
growers for sugarcane supplied during the seasons 1960-61
and 1961 62 at Rs. 4.16 and Rs.  6.09 respectively per netric
ton. This was made payable in addition to the paynents made
by the factory to the growers during the said seasons. No
appeal was preferred either by the appellant factory or by
the respondent Cooperative Societies under clause 5 of the
1966 Control order. The additional price faced by the
Aut hority thereby became final

The appel | ant, ~ however, did not pay the additiona
price. The respondent received copies of communication
dated 11 Septenber 1968 sent by the Governnent of India to
the appellant exenpting it, from nmaking paynent of the
aforesaid additional '\ price. It appears that the said order
was made pursuant to. applications made on behalf of the
appel l ant on or about 11 July 1968 seeki ng exenption on the
ground that the appellant had nmade i nadequate profits. The
CGovernment conmuni cati on dated 11 Septenber 1968 stated that
it was satisfied that the profits nade by the appel lant were
i nadequate. The CGovernnent wholly  exenpted the appellant
from payi ng the additional price formthe season 1961-62 and
reduced the additional price for the season 1960-61 from
4.16 to 0.70 NP per netric ton.

The respondent chall enged the validity of the order of
the Government granting exenption wholly or partially 'to the
appel l ant. The Hi gh Court accepted the contention of the
respondent on the ground that the inpugned -order was
violative of principles of natural justice, because the
Government failed to afford any opportunity to the growers
to be heard in the matter.

The respondent contended that the power of exenption
affected the right of growers to get additional price for
sugar cane supplied by them and that the Central Governnent
was required to exercise the power judicially and in
conformity with the principles of natural justice.

Two questions arise for determ nation in these appeals.
First, whether in view of the 1966 Control order opportunity
shoul d have been given to the respondent when the Gover nnent
wanted to grant exenption, wholly or partially, to the
appel l ant from paying additional price. Second, whether the
Hi gh Court was right in giving direction to the Governnent
to consider giving of an opportunity to the respondent.

The appel |l ant sugar factory contends that the cane
growers were not required to be heard when the Governnent
grantee exenption to the factories from paynent of
addi tional price. The respondent cane growers contend to the
contrary.

Clause 5 of the 1966 Control order relates to
additional price for sugarcane. Clause 5 (1) of the order
speaks of payment  of additional price found due in
accordance, with the provisions of the Schedule. C ause S(3)
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of the 1966 Control order speaks of exenption from paynent
of additional price. Cause 5(4) speaks of appointnent by
the Central Governnment of persons for determining the
addi ti onal price under clause 5(1) of the 1966 Contro
order. C ause

745

5(5) states that any producer of sugar or grower of
sugar cane or growers’ cooperative soci ety who feels
aggrieved by any decision of the person or authority
referred to in sub-clause (4) may appeal to he Centra
Gover nment .

In the background of these provisions, the appellant
contends that the power to grant exenptionis where the
CGovernment is satisfied that in any year a factory has made
no profit or has nade inadequate profit and the same shoul d
be deternmined fromthe balance sheet and profit and |oss
accounts of a conpany and there.is no obligation to hear any
party. 1t is “also said by the appellant that the
determ nation-of additional price and the exenption from
paynment . ‘of the additional” price are separate matters
i ndependent of -~ each other. The appellant further contended
that right to additional price could not vest in the cane
growers until the manner of payment had been deci ded upon by
the Central CGovernnent under clause 5(6) of the 1966 Contro
order, These contentions are unacceptabl e.

The provision for granting exenptionis part of the
procedure prescribed by clause $ of the 1966 Control order
The power to grant exenption cannot be said to be
i ndependent of the provisions under clause 5 of the order
The object of the 1966 Control ~ order is to pronote sugar
industry and to elimnate unnecessary inpedinents in the
production of sugar. It also ensures a fair deal to the
growers of sugarcane. The provisions of the Control order
are intended to maintain harnony between the growers of
sugar cane and the producers of sugar and to enable both of
themto share profits reasonably. Therefore, the power
conferred on the Government is required to be exercised
having regard to the viewpoints of the growers of ‘sugarcane

as well as the producers of sugar. It is necessary to give
opportunity to the growers of sugarcane as well ~as the
producers of sugar to be heard when the Government exerci ses
powers under 1966 Control order for —determning the

additional price and granting exenption from paynent of
addi ti onal price.

The grant, of exenption from paynment-of price affects
rights and interests of the growers of sugarcane. The
Control order contains elaborate machinery for fixation of
additional price having regard to all relevant factors. The
additional price fixation authority afforded opportunity to
both the growers of sugarcane as well as the producers of
sugar to be heard in the determnation of the additiona
price. The subsequent order by the Governnment granting
exenption to the factories for paynent of additional price
takes away rights which had a accrued in favour of the
growers of sugarcane.

The manner of paynent of additional price under clause
S(6) of the 1966 Control order does not affect the right and
interest of growers. In providing for paynent of additiona
price, the additional price fixation authority takes into
account the rel evant considerations relating to the
conditions of sugarcane growers as well as the pronotion of
the sugar i ndustry during the relevant peri od. The
additional price fixation authority’ also considers the
conditions and circunstances relating to the appellant
factory in determ ning the additiona
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price payable. It, is, therefore, necessary for the

Covernment to invite the points of view or objections of the
growers on the application nmade by the factories producing
sugar seeking exenption from paynent of additional price. It
is equally necessary for the Governnent to hear the growers
of sugarcane in order to satisfy itself as to the bona fide
and accuracy of the appellant’s claim for exenption. The
growers should be given an opportunity to show whether the
claim by the appellant for exenption from payment of
addi tional price should or should not be granted.

The power to grant exenption to factories from paynent
of additional priceis wultimately connected with the right
of sugarcane growers to claim additional price. The

situations in which a duty will ariseto act judicially
according to natural justice cannot be exhaustively
enunerated. A duty to act judicially wll arise in the

exercise of a power to deprive a person of legitimte
i nterest or expectation that additional price would be paid.
The factors~ whi ch power to an exercise of powers judicially
are the nature of the interest to be affected, the
circunstances in which the power falls to be exercised and
the nature of the sanction, if any, involved.

It is clear that the purpose and purport of the 1966
Control order, the schenme of having sugarcane grow ng areas
reserved for factories and in particular,  the paynent of
additional price point to the inescapable -conclusion that
the sugarcane growers are to be heard not only when
additional price is filed but also when any exenption is
granted to factories from paynment of additional price.

For these reasons, the judgnent of ~the High Court is

affirmed. The appeals are di sm ssed. Each party will pay and
bear its own costs.
P.H P Appeal s di smi ssed.
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