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PETI TI ONER
VAM ORGANI C CHEM CALS LI M TED & ANOTHERI NDI A GLYCOLS LI M TED
Vs.
RESPONDENT:
THE STATE OF UTTAR PRADESH & OTHERS
DATE OF JUDGVENT: 21/ 01/ 1997
BENCH

A.M AHMADI, S.C. SEN

ACT:

HEADNOTE

JUDGVENT:
W TH
CIVIL APPEAL NO. 231 OF 1997
(Arising out of SLP (G vil) No. 16889 of 1991)
JUDGMENT

Ahmadi, CJlI

Leave granted.

These two appeals are fil ed agai nst the judgnment of the
H gh Court of Allahabad dated 9.9.1991 whereby the wit
petitions filed by the appellants herein challenging the
Noti fication No.25/Licence/ Part-3 dated 18.5.1990 i ssued by
the Excise Comm ssioner, Utar Pradesh, were dismssed. The
i mpugned Notification dated 18.5.1990 was issued in exercise
of powers conferred by Section 41 of the U P. Excise Act,
1910 (hereinafter called the Act’) with the prior approva
of the State Governnent. By the said Notification certain
amendments were made in t he Rul es publ i shed wi-th
Notification No. 423-Fivel/?284/B, dated 26th Septenber 1910.
Section 41 of the Act gives power to the Excise Conmi ssioner
to nake Rules, inter alia, for regulating the manufacture,
supply, storage or sale of any intoxicant; for regulating
deposit and renoval of any intoxicant and prescribing the
scale of fees or nmanner of fixing the fees payable for
licence, permit or pass, including for the grant of any
exclusive or other privilege under Sections 24 and 24A of
the said Act. The earlier Rule 2 was substituted by a new
Rule 2 entitled "Denaturation of Spirit". The anended rule

provides for a new license for denaturation of spirit in a
prescribed form to be issued by the Collector to al
distilleries situated wthin his district holding |icence

PD-1 or PD-2 and persons holding Iicences FL-16, FL-39, FL-
40 and FL-41 to denature the spirit. It further prescribed
that the distilleries nmentioned above and holding licence

for denaturation of spirit shall be liable to pay a
denaturation fee at the rate of 7 paise per litre in
advance. The appellants Vam Oganic Chemicals Limted are
manuf acturing vinyl acetate nononer, a basic organic
chem cal for which industrial alcohol is the nmain feed
stock. The industrial alcohol is being produced in the

distillery of the appellants and according to the appellants
the entire industrial alcohol produced is denatured as per
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the nmethod approved by the State Excise Authorities and is
being used in their factory for manufacturing vinyl acetate
nmononer. The other appellants, viz., India Gycols Limted
and anot her, are manufacturing Mnoethylene Aycol and its
products Diethyl ene glycol and heavy glycol. One part of the
factory of these appellants is being used for manufacturing
et hyl al cohol produced by them for being captively consuned.

The appellants hold licences in the formof FL-39 to
enable them to use the industrial alcohol as the main raw
material for their product. They were obliged to take out
licence in the form of DS-1 as prescribed in the inmpugned
Notification and pay a Jlicence fee at the rate of 7 paise
per litre wth effect from2nd June, 1990. The Notification
is challenged on two grounds, nanely, that the State of
Uttar Pradesh has no power to legislate in respect of
i ndustrial alcohol or to levy taxes in respect thereof and
further that the l'evy being not based on quid pro quo was
ot herwi se bad. The State of Uttar Pradesh contested the wit
petitions. By the inpugned judgnent, the Hi gh Court rejected
all the contentions of the appellants and dism ssed the wit
petitions. Hence these appeal s by special |eave.

Bef ore proceeding further, it wll be proper to
understand the di fference between i ndustrial al cohol
denatured spirit and potable |liquor.  Ethyl alcohol is

rectified spirit of 95%v/v in strength. Rectified spirit is
highly toxic and wunfit for human consunption. However,

rectified spirit diluted with water s country |iquor
Rectified spirit, ‘as it 1is, can be used for nmanufacture of
various ot her products |ike -chemcals, etc. Rectified

spirit, produced for -industrial wuse is required by a
Notification issued under the Act to be denatured in order
to prevent the spirit from being directed to hunan
consunption. Rectified spirit is denatured by ' adding
denaturants which make the  spirit unpal at abl e and
nauseating. As such rectified spirit-can be converted to
potabl e liquor but once denatured it can be wused only as
i ndustrial alcohol. The process of denaturation described by
the respondent is narrated by the Hgh Court in the
fol | owi ng words:

"Denaturation of rectified spirit

is a highly technical process.

Every drunilot/batch has to be

tested by Chief Devel opment O ficer

at t he Exci se Head Quarters

Laboratory so as to ensure that the

same is according to the prescribed

speci fication bef ore t hey are

allowed to be used for denaturing

the rectified spirit. After they

are properly tested, t he

denaturants have to be separately

stored under lock and key of the

of ficer-in-charge of t he

distillery, and measured quantities

are punped into denaturation vats

at the tinme of denaturation. The

process of m xing goes on for

sever al hour s. The resul t ant

mxture is denatured spirit or

specially denatured spirit, as the

case may be. After denaturing, it

is again tested to find out whether

it has been properly denatured or

not. The Exci se Depart nment is

obliged to, and does mai nt ai n
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| aboratory for this purpose at the
Head Quarters of t he Exci se

Commi ssioner. There is a Chief
Devel opment O ficer, assisted by
f our Assi st ant Al coho

Technol ogi sts and a | arge number of
supporting staff apart from

apparatus and ot her equi prent .

Denaturation takes place under the

cl ose supervision of the Excise

Oficials in accordance wth the

provisions of rule 785 of the UP

Exci se Manual, volune I|."

The first contention raised before the H gh Court was
that rectified spirit being  industrial alcohol as held by
the Suprene Court in Synthetic and Chemicals Ltd. v. State
of U P. [(1990) 1 SCC 109] and being not fit for human
consunption, the State Legislature has no power to nmake a
law with ‘respect to it or to charge licence fee or |evy nay
other inpost. It was submitted by the petitioners that
i ndustrial alcohol is within the exclusive domain of the
Parliament by virtue of declaration made by it in Section 2
of the Industries Developnent & Regulations Act, 1956
(hereinafter referred to as "the IDR Act") and the addition

of Item 26 in the Schedule to the Act. Further, it was
submitted that Entry 8 or 51 of List Il of the Seventh
Schedule to the Constitution cannot support the inpugned
Notification. Entry 33 of List 111, the petitioners

submitted, could not sustain it as the field was occupied by
the provisions of Section 18G of the |IDR Act.
So far as List Il is concerned, the inmpugned judgnent refers
to Entries 6, 8 24, 51 and 66 to conclude ‘that the
Notification is covered by Entries 6 & 8. The said entries
are reproduced bel ow -

"6. Public health and sanitation;

hospital s and di spensari es.

8. Intoxicating liquors,  that is
to say, t he producti on
manuf act ur e, possessi on,

transport, purchase and sale

of intoxicating |iquors.
24. Industries subject to the
provi si on of
* * %
Entries 7 and 52 of List I.
51. Duties of exci se on t he
foll owi ng goods manuf actured or
pr oduced in the State and
countervailing duties at the sane
or lower rates on sinmlar goods
manuf actured or produced el sewhere
in India:-
(a) Alcoholic liquors for human
consunpti on;
(b) opium Indian henp and other
narcoti c drugs and narcotics;
but not including nedicinal and
toilet preparations cont ai ni ng
al cohol or any substance included
i n sub-paragraph (b) of this entry.
66. Fees in respect of any of the
matters in this List, but not
i ncluding fees taken in any court."
Producti on, possession, storage, and distribution of

country liquor, |IMVLs, wines etc. are fully controlled by
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the State. (See Section 24-B, U P. Excise Act). The U P.
Excise Act & Rules nmde thereunder prescribe a system of
l'icensing for producing rectified spirit, for

* 7. Industries declared by Parliament by law to be
necessary for the purpose of defence or for the prosecution
of war.
** 52. Quoted in the foll ow ng page.

obtaining country liquor, etc., as well as for
possessi on, storage and trade in these products. The
licensing has the twin objective, the Hi gh Court points out,
of raising revenue and regulating trade in the noxious
goods. The Hi gh Court finds the Entries 6 & 8 of List-11 as
providing the filed for |egislation and consequent |icensing
for denaturation of spirit ~and Entry 51 as providing the
scope for levy of duties.

Coming to List-111,the relevant Entry is 33:

"33. Trade and conmmrerce in, and the

production, supply and distribution

of ,

(a) the products of any -industry

where the control of such industry

by the Union is decl ared by

Parliament by law to be expedient

in the public i nterest, and

i nported goods /of the sanme kind as

such products;

(b) foodstuffs, including edible

oi | seeds and oil s;

(c) cattle f odder, i_ncl udi ng

oi | cakes and ot her concentrat es;

(d) raw cotton, whether ginned or

ungi nned, and cotton seed; and

(e) rawjute."

A simlar Entry is 52 is List-1:

"52. Industries, the control” of

which by the Union is declared by

Parliament by law to be expedient

in the public interest."

A declaration is made by Section 2 of the |IDR Act that
"it is expedient in the public interest that -the Union
shoul d take wunder its control the industries specified in
the First Schedule."

Item 26 of the 1st Schedul ed reads:

"26. Fermentation Industries

1. Al cohol

2. O her products of fermentation
i ndustries.

Recal | Entry 24 of List-11I

"24. Industries subject to the
provisions of [Entries 7 and 52] of
List I."

The i mpugned judgment now proceeds to exam ne how much
of the fieldis occupied by the IDR Act so that the area
available to the State Legislature can be ascertai ned.

Section 18G enpowers the Central Governnent to provide
for regulating the supply and distribution and trade and
conmerce in any article or class of articles relatable to
any scheduled industry insofar as it appears to it to be
necessary or expedi ent for securing the equi tabl e
distribution and availability at fair price. Sub-section (2)
specifies the various provisions that can be made under sub-
section (1)

"18-G.  Power to control supply,

di stribution, price, etc. of




http://JUDIS.NIC IN SUPREME COURT OF | NDI A Page 5 of 12

certain articles. - (1) The Centra
CGovernment so far as it appears to
it to be necessary or expedient for
securing the equitable distribution
and availability at fair prices or
any article or class of articles
rel atable to any schedul e industry,

nay not wi t hst andi ng anyt hi ng
contained in any other provision of
this Act, by notified or der

provide, for regulating the supply
and distribution thereof and trade
and commerce therein.

(2) Wthout prej udi ce to t he
generality of the powers conferred
by sub-section (1) a notified order
made t hereunder may provi de -

(a) For controlling the prices at
which any  such article ~or " class
t hereof nmay be bought or sol d;

(b) ~For ~regulating by licences,
permts, or ot herwi'se, t he
di stribution, transport disposal

acqui sition, possession, use or

consunption of any such article or
cl ass thereof;

(c) For prohi biting the
wi t hhol ding from sale of any such
article or class thereof ordinarily
kept for sale;

(d) For requiring any per son
manuf act uring produci ng or hol ding
in stock such articles or class
thereof to sell the whole or the

part of t he articles SO
manuf actured or produced during a
specified period or to sell the

whole or a part of the articles so
held in stock to such person.  or
class or persons and in ‘such
circunstances as may be specified
in the order;

(e) For regulating or prohibiting
any cl ass or conmrer ci al or
financial transaction relating to
such article or class thereof which
inthe opinion of the authority
maki ng the order are, or i f
unregul ated are likely to be
detrimental to public interest;

(f) For requiring persons engaged
in the distribution and trade and
commerce in any such article or
class thereof to mark the articles
exposed of intended for sale with
the sale price or to exhibit at
some easily accessible place on the
premni ses the price-lists of
articles held for sale and also to
simlarly exhibit on the first day
of every nonth, at such other tine
as may be prescribed, a statenent
of the total quantities of any such
articles in stock;

(g) for collecting any information
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or statistics with a view to
regul ation or prohibiting any of
the aforesaid matters; and

(h) for any i nci dent al or
suppl enentary matters, including,
in particular, the grant or issue
of |icences, permts or ot her
docunents and charging of fees
therefore.™

(Enphasi s suppli ed)

Thus, the power under Section 18G can be exercised only
so far as is permtted by sub-section (1) viz., for securing
the equitable distribution and availability at fair price of
any article or class of articles relatable to any schedul ed
industry. To this extent the State Legislature cannot nake
any |law. The Hi gh Court concludes that in other respects the
field is still open to the State Legislature. The H gh Court
goes on to say that the inmpugned Notification is issued to
ensure ' that rectified spirit sought to be wused for
i ndustrial purposes is not -diverted for obtaining country
liquor or- other forms of potable liquor and that it is not
concerned with equitable distribution and availability at
fair price of either  rectified spirit or the denatured
spirit. The Notification was, thus, justified under Entry 6
of List-l1l-Public /health; and Entry 8 of List - Il -
Possessi on and sale of intoxicating |iquors.

This Court dealt wth the question -of |egislative
conpetence of the State to inpose tax or levy on industria
al cohol in the case of Synthetic Chemicals v. State of U P
[(1990) 1 SCC 109] = 1989 Supp. (1) SCR 623 and ruled in the
negative. The Hi gh Court took the view that the distinction
bet ween ethyl al cohol/rectified spirit as such and denatured
spirit was not in issue, nor was it considered in that
judgrment and held that this Court” cannot be said to have
ruled that every rectified spirit/ethyl al cohol is
i ndustrial alcohol. The High Court reiterated that once
denatured, the al cohol becones exclusively industria
al cohol since it cannot be used for obtaining country |iquor
or for manufacturing IMLs and said that it is to'ensure
that ethyl alcohol meant for industrial use-is not m sused
or diverted for human consunption that inmpugned regul ation
is provided for by the State and further that the regul ation
being part of general regulation of the trade in alcohol in
the interest of public health is relatable to Entries 6 & 8
of List-11.

The second part of the case relates to the question of
quid pro quo between the services rendered by the State and
the rate of fee char ged. Accordi ng to the
petitioners/appellants, the fee charged was excessive and
hence bad. The Hi gh Court pointed to the distinction between
the regulatory fee and conpensatory fee. It opined that the
licence fee inposed for regulatory purposes nmay not carry
with it any service rendered, but that such licence fee nust
be reasonable. Further, the H gh Court said, it would be
appropriate to look to the expenditure which the State
incurs for administering the regulation and if there is a
broad co-relation between the expenditure which the State
incurs and the fees charged, the fees could be sustained as
reasonable. It also referred to the counter-affidavit of the
State to conclude that a good nunmber of officers and
enpl oyees are engaged in nmanaging the | aboratories besides
the staff which is posted at the distilleries and so the
rate of 7 paise per litre was in order

In these appeals the appellants reiterate that this
Court by its 7-Judge Bench decision in Synthetic Chenicals
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(supra) has expressly ruled against |egislative conpetence
of the State so far as ethyl alcohol/rectified spirit is
concerned. Further, they say that even if the State is |eft
with regulatory power to prevent misuse of industria
al cohol for potable purposes, such power did not include
power to levy any inpost. Further, the appellants say that
denaturation is a statutory duty inposed by a Notification
under the U.P. Excise Act and no service by the State being
provided for the sane, no fee could be charged and in any
case even if the State has to incur any expenses for
enforcenent of the requirement of denaturation, there is no
quid pro quo between the expenses incurred and the fees
char ged

W nay not that the term ‘industrial alcohol’ is not
used in nay of the Lists in the Seventh Schedule of the
Constitution. All the entries quoted in the earlier part of
the judgnent haveto be read with Article 248 of the
Constitution which specifies residuary powers of the Union

"248. Resi duary power s of

| egi'slation. - (1) Parlianent  has

exclusive power to make any |aw

with respect to any matter not

enunerated in the Concurrent List

or State List.

(2) Such power shall include the

power of naking any | aw i nposing a

tax not mentioned in either ~of

those Lists."

This is reflected in Entry 97 of

Li st-1
"97. Any ot her matt er not
enunmerated in List Il or List [l

i ncluding any tax not mentioned in

ei ther of those Lists."

Vet her al coholic |iquors other than "al coholic Iiquors
for human consunption™ of "intoxicating |liquor” was a State
subject or a Union subject should be the real controversy.
It is with a viewto describing this kind of liquor that the
term‘industrial alcohol’ is used. After an analysis of al
the provisions of law giving the ‘Union Parlianment and the
State Legislature jurisdiction to |l egislate on alcohol, this
Court in the Synthetic Chem cal case (supra) held that the
i mpugned Notifications inposing certain fees as vend fee or
transport fee etc., were held to be within the |egislative
conpetence of the State. A careful reading of that judgment
shows that the Court was fully aware of the fact that
rectified spirit was the ingredient for intoxicating |iquor
or alcoholic liquor for human consunption although rectified

spirit/ethyl alcohol as well as denatured spirit/ are
referred to as ‘industrial alcohol’ in that judgnment. This
Court did not hold that the State wll have “ho power
what soever in relation to "industrial alcohol”. In fact, in

the judgnent itself, the Court has enunerated the various
areas relating to industrial alcohol in which the State
could still legislate or make rules. The follow ng part of
the judgnent can be read with profit.

"The position wth regard to the

control of alcohol industry has

undergone material and significant

change after the amendnment of 1956

to the IDR  Act. After t he

amendnent, the State is left with

only the fol l owi ng power s to

| egislate in respect of alcohol

(a) it may pass any legislation in
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the nature of prohi bition of
potable liquor referable to entry 6
of list Il and regul ating powers.
(b) it may lay down regulations to
ensure that non-potable al cohol is
not diverted and msused as a
substitute for potable al cohol

(c) the state mmy charge excise
duty on potable al cohol and sales

tax under entry 52 of list |I1.
However, sales t ax cannot be
charged on industrial alcohol in

the present case, because under the

Et hyl Al cohol (Price Control)

orders, sales tax cannot be charged

by the state on-industrial alcohol

(d) however, " in case State is

rendering any service, as distinct

fromits  claimof so-called grant

of .privilege, it may charge fees

based on —quid pro quo. See in this

connection, the observations of

India Mca's case (supra)."”

(1989) Supp.1l. SCR 623 (681-682).

Denaturation of spirit meant for /industrial wuse is
neant to prevent msuse of non-potable alcohol for hunman
consunption and as such specifically nentioned by the Court
to be within the | egislative conpetence of the State.

It is to be noticed that the States under Entries 8 and
51 of List-Il1 read wth Entry 84 of List-I have excl usive
privilege to legislate on intoxicating liquor or alcoholic
liquor for human consunption. Hence, so long as any
al coholic preparation can be diverted to human consunpti on
the States shall have the power to legislate as also to
i npose taxes, etc. In this view, denaturation of spirit is
not only an obligation on the States but also within the
conpetence of the States to enforce

This court had occasion to deal with the sanme entries
in the three Lists and their effect when confronted with the
IDR Act in the case of Shri Bileshwar Khan Udyog Khedut
Sahakari Mandali Ltd. v. State of Qujarat & Anr. [1992] 1
S.C.R 391. In that case, the matter under challenge was the
validity of demand wunder Section 58-A of the ~Bonbay
Prohibition Act for maintenance of the excise staff for
supervision of the manufacture of industrial alcohol which
was assailed for lack of |legislative conpetence  of the
State. The appellant in that case urged that even'if State's
power to supervise production of alcohol is conceded, the
State could not be said to have the power to inpose any | evy
to neet the cost of supervision. The court observed:

"According to | earned counsel since

the entire judgnent of the High

Court proceeded on privilege theory

it cannot wthstand the principle

laid down in Synthetic & Chemical’s

case. Levy as a fee under Entry 8

of List Il of MIth Schedule or

excise duty wunder Entry 51 are

di fferent than cost of supervision

charged under Section 58A. The

former has to stand the test of

| evy; being in accordance with |aw

on power derived from one of the

constitutional entries. Si nce

Synthetic & Chenical’'s case finally
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brought purview of either Entry 8
or 51 of List Il of VIIth Schedul e
of the conmpetency of the State to
frame any legislation to |evy any
tax or duty is excluded. But by
that a provision enacted by the
State for supervision which is
squarely covered under Entry 33 of

the concurrent list which deals
with producti on, suppl y and
di stribution whi ch i ncl udes

regul ati on cannot be assailed. The
Bench in Synthetic & Chemical’'s
case made it clear that even though
the power to levy tax or duty on
i ndustrial alcohol vested in the
Central CGovernnent ~the State was

still left “with power to lay down
regulations to ensure that. non-
pot abl e al cohol , t hat is,
i ndustrial al cohol , was not

diverted and misused as substitute

for potable alcohol. This is enough

to justify a provision like 58A. In

par agraph 88 of the decision it was

observed t hat in respect of

i ndustrial alcohol the States were

not authorised to inpose the inpost

as they have purported to do in

that case but that did not effect

any inposition of fee where there

were circunstances to establish

that there was quid pro quo for the

fee nor it will af f ect any

regul atory measure. This completely

denol i shes the argument on behal f

of appellant."

The judgrment was followed in a later case raising the
same questions and challenging the validity of Section 58-A
of the Bonbay Prohibition Act, nanely, QujchemDistillers
India Ltd. v. State of CGujarat and Anr. 1992.
(1) S CR 675 On a proper appreciation of the lega
situation, the fee of 7 paise per litre has to be seen as a
part of the regulatory neasure, nanely, denaturation of
spirit and supervision of the said process.
More recently by effect of interaction of entries 8 and 24
List Il, entry 52 of List | of the Seventh Schedule and
entry 26 of the First Schedule of the |IDR Act cane to be
considered in the case of State of AP. & Os. etc. v.
McDowell & Co. & Os. etc. reported in JT 1996 (3) SC 679.
The State of Andhra Pradesh prohibited the manufacture of
[iquor by an anmendnment in the Andhra Pradesh Prohibition
Act, 1995. ‘Liquor’ in the Act was defined as under

"(7). ‘Liquor’ includes, -

(a) spirit of wine, wne, beer and

every liquid consi sting of or

cont ai ni ng al cohol including Indian

i quor and Foreign Liquor,

(b) any ot her i nt oxi cating

subst ance which the Governnent nay

by notification, declare to be

liquor for the purposes of this

Act ,

but does not i ncl ude t oday,

denat ur ed, spirits, nmet hyl at ed
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spirits and rectified spirits;"

W may also notice Section 7A. By that Section
manuf acture of |iquor came to be prohibited.

Ms. MDowell & Co., nmanufacturers of intoxicating
liquors challenged the constitutional validity of the Act by
which the Prohibition Act was anended to include Section 7-
A. One of the grounds of challenge was | ack of Legislative
conpetence in view of entry 26 in the First Schedul e of the
IDR Act which according to the wit petitioners, vested the
control of alcohol industries exclusively in the Union and
denuded the State Legislature of its power to 1icence or
regul ate the manufacture of |liquor. This subm ssion was
based on the fact that fernmentation industries were included
in the Schedule of the IDR Act and hence the State was
denuded of its power to |icence and regul ate nanufacture of
liquor. Entry 26 reads “Fernentation Industries; (1)
Al cohol, (2) other products of fernmentation industries". It
was argued that after the ‘anendnent the control and
regul ati on of ~ such industries and their product fell within
the exclusive province of the Union and hence the State | ost
its conpetence to grant, refuse or renew the |licences. After
an analysis of all the relevant provisions of the |aw the
Court concluded as under

"(We nust first -carve out the

respective fields of Entry 24 and

Entry 8 in List' Il. Entry 24 is a

gener al entry rel ating to

i ndustries whereas Entry 8 is a

specific and special entry relating

inter alia to industries engaged in

production and manuf act ure of

intoxicating liquors. Applying the

wel | -known rule of interpretation

applicable to such a situation

(speci al excludes the general), we

must hol d that the i ndustries

engaged in production and

manuf acture of intoxicating |liquors

do not fall within Entry 24 but do

fall within Entry 8. This was the

position at the conmencement of the

Constitution and this i s the

position today as well. once this

is so, the making of a declaration

by the Parlianment as contenplated

by Entry 52 of List | does not have

the effect of transferring or

transplanting, as it may be called,

the i ndustries engaged in

production and manuf act ure of

intoxicating liquors fromthe State

List to Union Lists. As a matter of

fact, the Parliament cannot take

over the control of industries

engaged in the production and

manuf acture of intoxicating liquors

by maki ng a decl aration under Entry

52 of List-1, since the said entry

governs only Entry 24 in List 11

but not Entry 8 in List II."

It was reiterated in the later part of the judgnent as
under :

"It foll ows from the above

di scussion that the power to nmake a

law with respect to manufacture and
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production and its prohi bition
(anobng other matters nentioned in
Entry 8 in List-11) bel ongs
excl usively to t he State
Legislatures. Item 26 in the First
Schedule to the I.D. R Act nust be
read subject to Entry 8 - and for
that matter, Entry 6 - in List-11.
So read, the said item does not and
cannot deal with manuf act ur e,
producti on of intoxicating |iquors.
Al the petitioners before wus are
engaged in the nmanufacture of
i ntoxicating |iquors. The State
Legi sl ature i s, t herefore,
perfectly conpetent to make a |law
prohi biting their —manufacture and

production - in-addition to their

sal e, consunption, possession and

transport - with reference to

Entries 8 and 6 in List-11 of the

Sevent h Schedul-e to t he

Constitution read wth Article 47

t hereof . "

The High Court in the inpugned judgnent has drawn a
di stinction between fees charged for ‘licences, i.e.,

regulatory fees and the fees for ~services rendered as
conpensatory fees. '« The distinction pointed out by the Hi gh
Court can be seen in clause (2) of Article 110 :

"110.(2) - A Bill_shall not be
deened to be a Money Bill by reason
only that it provides for the

i mposi tion of fines or ot -her

pecuniary penalties, or for the

demand or payment of - fees for

licences or fees for servi ces

rendered, or by reasons ‘that it

provi des for t he i mposi-tion

abolition, renission, alteration or

regul ati on of any tax by any local

aut hority or body f or | oca

pur poses."

The High Court has quoted fromthis Court’s decision in
Corporation of Calcutta v. Liberty Cnema, AR 1965 SC 1107
1965 2 S.C.R 477, which was based on a Privy Counci
judgrment in Shennon v. Lower Mainland Dairy Products Board,
1938, AC 708 = AIR 1939 PC 36. This Court . said in the
Corporation of Calcutta v. Liberty G nema (supra)

"In fact, in our Constitution fee
for licence and fee for services
render ed are cont enpl at ed as

di fferent kinds of levy. The forner

is not intended to be a fee for

services rendered. This is apparent

from a consideration of Article

110(2) and Article 199(2) where

bot h expr essi ons are used

indicating thereby that they are

not the sane.’

The High Court has taken the viewthat in the case of
regul atory fees, |ike the licence fees, existence of quid
pro quo is not necessary although the fee inposed nust not
be, in the circumstances of the case, excessive. The H gh
Court further held that Kkeeping in viewthe quantum and
nature of the work involved in supervising the process of
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denaturation and the consequent expenses incurred by the
State, the fee of 7 paise per litre was reasonable and
proper. W see no reason to differ with this view of the
H gh Court.

In view of the foregoing, the appeals are disnm ssed. No
costs.




