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ACT:

Central Excise Salt Act, 1944-S. 3-Notification dated 4
Sept enber 1967 giving concessional rate of duty to snall
manuf acturers of mat ches- Khadi  and Village Industries
Conmi ssion-1f conpetent to grant certificate wunder the
notification.

HEADNOTE

For the purpose of protecting the smaller nmanufacturers
fromthe conetition of |arger manufacturers, the Governnent
of India, by a notification dated 21 July 1967, anended by
notification dat ed 4 Sept enber, 1967, declar ed a
concessional rate of duty to those nanufacturers who had
filed a declaration before 4 Septenber 1967 that their
esti mated annual clearance would be less than 75 nmillion
match sticks. This Court in Union of India v. Paraneswaran
Match Works etc. [1975] 2 S.C R 573 setting aside the
judgrment of the High Court holding that classification was
invalid, held the classification founded on a particular
date to be reasonable; and the concessional rate would be
avai |l ed of even by those nmanufacturers who came to the field
after 4 Septenber, 1967 if they satisfied the condition in
clause (d) of the notification regarding quantity of matches
and are recommended by the Khadi and Village  Industries
Conmi ssion for exenption.

The respondent filed declarations on 22 Decenber, 1967
that they would not produce nmore than 75 million  match
sticks during the year 1969-70 and clainmed to be entitled to
the concessional rate of excise duty.

In appeal to this Court the respondents sought to
support the judgnent of the High Court on the grounds (i)
that they were entitled to the exenption on the basis of
clause (d) of the notification; and (ii) that the Khadi and
Village Industries Comm ssion was not conpetent to make any
recomendat i on.

Al'l ow ng the appeal
N

HELD: (1) The appeals are covered by the decision of
this Court in Paranmeswaran Match Wrks case and no case is
made out by the respondents on the basis of exenption under
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cl. (d) of the notification. There is no allegation in the
petition that the respondents cane into the field after 4
Septenber 1967 or that they started manufacturing the
mat ches after 4 Septenber, 1967 or that they were
recommended by the Khadi and Villages |Industries Conmi ssion
m ssion. [871 D & B

(2) Under s. 15(h) of the Khadi and Village Industries
Conmission Act 1956 the Conmission may take steps in
ensuring the genuineness of, and for granting certificates
to producers of, or dealers in, Khadi or the products of any
village industry. Therefore, the Commi ssion is conpetent to
recommend for exenptions under cl. (d) of the Notification
[871. F-G

JUDGVENT:
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188 of 1975.

[ Appeal's by Special Leave fromthe Judgnents and Orders
dated the (1) 29-4-1970, (2) 28-7-1970, (3) 12-3-1970, (4)
28-7-1970, (5) 7-9-1970, (6) 7-4-1970 & (7) 12-3-1970 of the
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869
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The Judgnent of the Court was delivered by

RAY, C.J. These appeals arise out of the judgnment dated
11t h Decenber, 1968 in wit petition No. 3838 of 1968 in the
H gh Court at Madras.

In the present appeals the wit petitions in the H gh
Court were allowed followi ng the judgnent of the Hi gh Court
in the aforesaid wit petition No. 3838 of 1968.

In Cvil Appeals No. 262-273 of 1971 arising out of the
comon judgnent dated 11 Decenber, 1968 of the H gh Court at
Madras in wit petition No. 3838 of 1968 this Court in the
decision in Union of India & Anr. v. Ms Paraneswaran Match
Wrks etc. set aside the orders of the H gh Court and
di sm ssed the wit petitions.

The present appeals were not heard at that time because
service was not conpl ete.

This Court by order dated 14 July, 1975 directed that
these appeals be listed for hearing on 21 Noverber, 1975.
The Union nmade an application for consolidation of appeals,
reduction of security and early hearing of the appeals. The
respondents were served in that application. Pursuant to
that application this Court ordered on 14 July, 1975 the
hearing of the appeals on 21 Novenber, 1975. The respondents
have entered appearance in all these appeals.

In these appeals the respondents who were petitioners
in the H gh Court asked for a wit of prohibition
restraining the appellants from collecting any duty in
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excess of Rs. 3.75 per gross from the petitioners in
pursuance of notification dated 21 July, 1967 as anmended by
notification dated 4 Septenber, 1967.

The case of the respondents in the H gh Court was that
they filed declaration on 22 Decenber, 1969 for 1969-70 that
they would not produce mnore than 75 million match sticks
during the financial year. The respondents clained to be
entitled to the concessiona
870
rate of excise duty at Rs. 3.75 per gross pursuant to the
notification dated 21 July, 1967. The further case of the
respondents in the High Court was that the notification
dated 4 Septenber, 1967 was issued stating that the
concession of Rs. 3.75 per gross would be available to such
"D' O ass manufacturers-who had filed the declaration before
4 Septenmber, 1967. The respondents chall enged the fixing of
the date 4 Septenber, 1967 as an arbitrary tine lint making
unr easonabl e di scrim nati on between the sane category of
manuf acture sinply ~on the basis of the application being
before or _after 4 Septenber, 1967. The respondents craved
reference to the judgnent of the High Court in wit petition
No. 3838 of 1968 dated 11 Decenber, 1968 and prayed for
orders in terns of that judgnent.

The Hi gh Court ‘accepted the petition of the respondents
following the judgnent in wit petition No. 3838 of 1968
dated 11 Decenber, 1968.

The appellants chall enged the decision of the Hgh
Court and relied on the decision of this Court in Ms
Par aneswar an Match Wirks case (supra). This  Court in Ms
Par aneswar an Match Works case (supra) held that the purpose
of the notification dated 4 Septenber, 1967 was to enable
bonafi de snall manuf acturers of mat ches to earn a
concessional rate of duty by filing the declaration. The
smal | manufacturers whose estimated clearance in a year was
less than 75 million nmatches would have avail ed t hensel ves
of the opportunity by making the -declaration as early as
possi bl e because they would becomre entitled to the
concessional rate of duty on their clearance fromtine to
time. The purpose of the notification was to prevent |arger
units who were producing or clearing nore than 100 million
matches in a year and who could not have nmade a decl aration
fromsplitting up into smaller units inorder to avail of
the concessional rate of duty by making the declaration
subsequently. The <classification founded on a particular
date was held to be reasonabl e because the choice of a date
was to protect the smaller wunits in the industry from
conpetition by the larger ones and that object would have
been frustrated if by adopting the device of fragmentation
the larger wunits could beconme the ultimte beneficiaries of
the bounty.

Counsel for the respondents relied on an observation of
this Court in Ms Paraneswaran Match Wrks case (supra) at
page 576 of the Report to the effect that the nmanufacturers
who cane to the field after 4 Septenber, 1967 were entitled
to concessional rate of duty if they satisfied the condition
prescribed in clause (d) of the notification dated 4
Septenber, 1967. In Ms Paranmeswaran Match W rks case
(supra) the match works asked for a licence on 5 Septenber,
1967 for nmanufacturing matches stating that it began the
i ndustry from 5 March, 1967 and also filed a declaration
that the estimted manufacture for the financial year 1967-
68 would not exceed 75 million matches. Paraneswaran Match
Wrks contended there that it was denied the benefit of the
concessional rate of duty on the ground that it applied for
alicence and filed the declaration on 5 Septenber, 1967
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after the expiry of the fixed date. This Court held that the
871

concessional rate would be availed by themwho satisfied the
condition laid down in the notification

The case of the respondents as laid in the petition
before the Hi gh Court was that they were claimng an order
interns of the judgnent in wit petition No. 3838 of 1968.
There is no allegation in the petition that the respondents
came to the field after 4 Septenber, 1967 or that they
started manufacturing matches after 4 Septenber, 1967. The
notification dated 4 Septenber, 1967 gave relief, inter
alia, to factories mentioned in sub-clause (d) of the
notification. The factories nmentioned in sub-clause (d) are
those "whose production during any financial year does not
exceed or is not estimated to exceed 100 million matches and
are recomended by~ the Khadi and Village Industries
Conmi ssion for exenption under this notification as a
bonafi de cottage unit or which'is set up by a cooperative
soci ety registered “under any lawrelating to cooperative
societies for the tine being in force". There are no
allegations in~ the petitions in the H gh Court that the
respondents were reconmended by the Khadi and Village
I ndustries Conm ssion~ for ~exenption as bonafide cottage
units or were set up by cooperative society registered under
any law relating to cooperative societies. No case was made
by the respondents / in the petitions on the basis of
exenption under sub-clause (d).

A contention ‘was advanced by the respondents that the
Khadi and Village |Industries Conm ssion was not conpetent to
make any recommendation as contenplated in sub-clause (d)
Section 15 of the Khadi and - Village |Industries Conm ssion
Act, 1956 which speaks of the functions of the Comi ssion
states in clauses (c), (d), (f), (g) and (h) that the
Conmi ssion may take steps to provide for the sale and
mar keti ng of khadi or of products of village industries, to
encour age and pronote research in the devel opment of village
i ndustries. to undert ake, assi st or encour age the
devel opnent of village industries, to pronote and encourage
cooperative efforts anmong manufacturers of khadi -and persons
engaged in village industries. Section 15(h)~ specifically
states that the Conmi ssion may take steps for ensuring the
genui neness of, and for granting certificates to producers
of, or dealers in, khadi or the products of any village
i ndustry. These provisions indicate that the Khadi —and
Village Industries Conmi ssion is conpetent ~ to gr ant
certificates recomending village industries for exenption
under clause (d) of the notification dated 4 ~Septenber,
1967.

The appeals are all covered by the decision in Ms
Par ameswaran Match Wirks case (supra). The appeals are
accepted. The orders of the H gh Court are set aside and the

petitions are disnmssed. There wll be one set of costs to
the appel | ants.
P.B.R Appeal s al | owed.
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