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ACT:

M nes & Mnerals (Regul ation and Devel opnent Act, 1957, s.
30 and Rules 54 & 55 nmade under the Act-state Governnment’s
order refusing mning |l ease to one party and granting it to
anot her-Central Governnment whether in deciding revision
under r. 55 shoul d pays ' speaking order’

HEADNOTE

The appellant was one of several applicants for a nining
lease in Andhra Pradesh. The State Governnent _however
granted it to 'respondent No. 3. The appellant then filed an
application in revision, under s. 30 of the Mnes & Mnerals
(Regul ati on and Devel opnent) Act, 1957, read with r. 54, to
the Union of India. Respondent No. 3 filed a counter
statenment and the State Governnent filed its coments. The
appellant filed a rejoinder. The Union Governnment without
hearing the appellant rejected his revision application. An
appeal was filed before this Court. The question that fel
for consideration was whether it was necessary for the
CGovernment of India to give reasons for its decision in view
of the provisions of the Act and the Rules or aliunde
because the decision was |iable to be questioned in appea
to this Court.

HELD : (i) In exercising its powers of revision under r. 55
the Central Covernment discharges functions which are quasi -
j udicial . The decisions of tribunals in India are subject
to the supervisory powers of the H gh Court under Art. 227
of the Constitution and of appellate powers of this court
under Art. 136. Both the High Court and this Court are
pl aced under a great disadvantage if no reasons are given
and the revision is dismssed curtly by the use of the
single word 'rejected” or 'dismissed . In such a case this
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Court can probably only exercise its appellate jurisdiction
satisfactorily by examining the entire records of the case
and after giving a hearing cone to its conclusion on the

nerits of the case. This would certainly be a very
unsatisfactory method of dealing with the appeal. [308E-F;
309B- C]

If the State Governnment gives sufficient reasons for
accepting the application of one party and rejecting that of
others, as it nust, and the Central CGovernnent adopts the
-reasoning of the State Government, this Court may proceed
to exam ne whet her the reasons given are sufficient for the
purpose of wupholding the decision. But when the reasons
given in the order of the State Governnment are scrappy or
nebul ous and the Central CGovernnent makes no attenpt to
clarify the same, this Court, in appeal may have to exam ne
the case de novo, without anybody being the wiser for the
-review by the Central CGovernnent. The same difficulty
woul d arise where the State CGovernnment gives a nunber of
reasons sone of which are good and sone are not and the
Central = ‘Governnent gives its decision wthout specifying
t hose reasons which according toit are sufficient to uphold
the order of the State Government. That is why in such
ci rcunmst ances, what is known as a ’'speaking order’ is called
for. [309C F]

3 03

A 'speaking order’ is all the nore necessary in the case of
a decision under r. 55 because thereis provision for new
material being placed before the Central CGovernnent which
was not there before the State Government, =~ and further
because the decision, affecting inportant rights of parties,
is given in a summary manner w t hout a hearing being all owed
to the parties. A party is entitled to know why the
deci si on has gone

agai nst him [ 320G 3218]

The absence in r. 55 of any provision for giving such
reasons is not decisive of the matter in view of the above
consi derations. [315H]

Shivji Nathubhai v. The Union of India, [1960] 2 S'\C. R 775,
M P. Industries v. Union, [1966] 1 S.C. R 466, Harinagar
Sugar MIlls Ltd. v. Shyam Sundar Jhuni hunwal'a, [1962] 2
S.C. R 339 and Sardar Govindraov. State, [1965] 1 S.CR
678, followed.

Nandram Hunatram Calcutta v. Union of India, A Il.R~ 1966
S. C. 1922 and Conmi ssioner of Income-tax v. K V. Pilliah, 43
. T.R 411, distinguished.

Rex v. Northunberl and Conpensation Appeal Tribunal Ex parte
Shaw, [1951] 1 K B. 711, Vedachala Miudaliar  v.  State of
Madras, A l.R 1952 Madras 276, Rantayya v. State of Andhra,
I.L.R 1956 Andhra 712, Annaralai v. State of Madras, Al.R
1957 Andhra Pradesh 738 and Joseph v. Superintendent of Post
Ofices, Kottayam |.L.R 1961 11 Keral a 245, referred to.

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civil Appeals Nos. 2596

and 2597 of 1966.

Appeal s by special |leave fromthe Orders dated May 2, 1966
and June 22, 1966 of the CGovernment of India, Mnistry of
M nes and Metals, New Del hi on application is filed by the
appel l ant under Rule 54 of the Mneral Concession Rules,
1960.

S. J. Sorabji, A J. Rana, J. R Gagrat and B. R
Agarwal , or the appellant (in both the appeals).

G N. Dikshit, R N Sachthey for S. P. Nayyar, for
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respondent No. 1 (in both the appeals).
P. Ram Reddy and B. Parthasarathy, for respondent No. 2
(in both the appeals).
M C. Setalvad, B. Dutta, and O C. Mathur, for respondent
No. 3 (in both the appeals).
The Judgrment of the Court was delivered by
Mtter, J. These two appeals by special |eave, are limted
to the question as to whether in dismssing a revision and
confirmng the order of the State of Andhra Pradesh, the
Uni on of India was bound to nmake a speaki ng order. The text
of the order is the same in both the cases, the only
di fference being in
304
the situs and the area in respect of which the |ease was
applied for. One of the orders runs as foll ows
"New Del-hi, the 22nd June, 1966"
I am directed to refer to your revision
application dated 14-12-1964 and letter dated
28-1-1966 on the above subject and to say that
after careful ~consideration of the grounds
stated therein, the Central Governnment have
come to the conclusion that there is no valid
-ground- for interfering with the decision of
the Governnent of Andhra  Pradesh rejecting
your /application for grant of mining | ease for
asbestos over an area of ‘Ac.1 13-50 in
Br ahmanapal i i village, -Cuddapah District,
Andhra Pradesh. Your application for revision
is, therefore, rejected.”
The facts leading to the two appeals are as follows : In
response to a notification dated January 8, 1964 published
in the State Gazette by the Andhra Pradesh Governnent
inviting applications under r. 58 of the rules framed under
the Mnes and Mnerals (Regulation and- Devel oprment). Act,
1957 (hereinafter referred to as the Rules and the Act) the
appel l ant submitted two applications in the prescribed  form

viz., Form"I" for areas aggregating Ac. 113-50 in/ village
Brahmanapal Ii and Ac. 13-10 in village |Ippatta both in the
di strict of Cuddapah for m ning asbestos. Respondent No. 3
al so made simlar applications on the sane date. Accor di ng
to the appellant his applications conplied with all the
requirenents of Form"Il" while those of respondent No. 3

were defective in sone respects. Besides the appellant and
the respondent No. 3, there was only one other person who
applied for a prospecting licence which was rejected off-
hand. As between the appellant and the respondent ~ No. 3,

the CGovernment of Andhra Pradesh preferred the latter. The
rel evant portion of the order dated 19th Cctober 1964 in
respect of the village Brahmanapalli under s. 10(3) of  the

Act was as follows :
"As between the other applicants Sri. Bhagat
Raja and Ms. Tiffin's Barytes, Asbestos and,
Pai nt s Ltd., the CGovernnent prefer M s.

Tiffin's Barytes...... as they are having
adequate general experience and technica
know edge, and are old |essees in t he
district, without any arrears of mneral dues
to the CGover nrrent . The m ni ng | ease

application of Sri Bhagat Raja for the areas
covered by the mning |lease application of
M s. Tiffin' s Barytes, Asbestos and Paints
Ltd. is rejected.”
305
The text of the Order with regard to village Ippatta is
practically the sane.
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The appellant filed application in revision in the
prescribed formi.e. Form’'N under s. 30 of the Act read
with r. 54 to the Union of India on Decenber 14, 1964. The
appellant tried to bring out in his revision applications
that the financial condition of the 3rd respondent was
extremely precarious as would be evidenced by docunents,
copies whereof were annexed to his petition. The 3rd
respondent filed a counter statenent to the revision
application in April 1965. In March 1966 the appellant
received the conments of the Andhra Pradesh CGovernnent on
his revision applications. The appellant filed rejoinder to
the counter statements of the 3rd respondent in May 1965 and
to the coments of the Andhra Pradesh Governnent in Apri
1966. He also asked for the grant of a personal hearing
before the decision of the case which was not given.
Utimately, his applications were rejected by orders quoted
her ei nabove.
Vari ous grounds of appeal were taken in the application for
special l'eave to appeal preferred by the appellant. An,
attenpt has been made therein to show that respondent No. 3
had no experience in asbestos mning, that its financia
position was very unsatisfactory and that its application
for mning | ease was not in proper form A conplaint was
also made that in rejecting the applicant’s revision
applications the Union of India was bound to give reasons
for its decision as it was exercising quasi judicial powers
under s. 30 of | the Act read with rr.~ 54 and 55, that
principles of natural justice and fairplay ‘requiring the
di vul gence of the grounds were violated and that a persona
hearing should have been given to the appellant before the
di sposal of the revision applications.
We are not called upon in this case to go into the nerits of
the case but only to exanmine the question-as to whether it
was necessary for the Governnent of India to give | reasons
for its decision in view of the provisions of the Act and
the Rules or aliunde because the decision was |liable to be
guestioned in appeal to this Court. It is necessary to
take note of a few provisions ofthe Act and the rel evant
rules framed t hereunder to ascertain the scope of a party’'s
right to, apply for a | ease and the powers and duties of the
Governnment in accepting or rejecting the sone. The preanble
to the Act shows that its object was to provide for the
regul ation of mnes and the devel opnent of mnerals  under
the control of the Union of India. Under s. 4(1) no person
can undertake any prospecting or mining operations in any
area, except wunder and in accordance with the ternms and
conditions of a prospecting licence or a mning |ease
granted under the Act and the Rules. Under sub-s. (2) of
the section
306
"No prospecting licence or mning | ease shal
be granted otherwi se than in accordance wth
the provisions of this Act and the rul es nad. -
, thereunder.”
S.5 lays down certain conditions which a person desiring to
have a mining |ease nmust fulfil. S. 8 provides for the
period for which a mning | ease may be granted. Under s.
10(1) an application for a mning | ease has to be nade to
the State Governnent concerned in the prescribed form  Sub-
s. (3) of S.10 runs as follows :
"On receipt of an application under this
section, the State Government nmay, having
regard to the provisions of this Act and any
rules made thereunder, grant or refuse to
grant the licence or |ease.”
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Under sub-s. (2) of s. 11 a person whose application for a
licence is received earlier than those of others shall have

a preferential right for the grant thereof over the others.
The proviso to this sub-section enacts t hat wher e
applications are received on the same day, the State
CGovernment, after taking into consideration the mtters
specified in sub-s. (3), may grant the mning |ease to such
one of the applicants as it nay deem fit. Sub-s. (3)
specifies the matters referred to in sub-s. (2) and they are
as follows : -

(a) any speci al know edge or experience in,

prospecting operations or mning operations,

as the case may be, possessed by the

applicant;

(b) the financi al resources of t he
applicant;

(c) the nature and quality of the technica
staff

enpl oyed or to be enployed by the applicant;
and (d) such other matters as nay be
prescri bed.
'S, 13(1) enables the Central” Government to make rules for
regulating the grant of prospecting licences and mning
| eases. Under s.19 any mning | ease granted, renewed or
acquired in contravention of the provisions of the Act is to
be void and of no effect. Power of revision of the order of
the State Governnment is given to the Central Government in
the follow ng terns:
"The Central Covernnent may, of its own notion
or on applicationmde withinthe prescribed
time by the aggrieved party, revise any order
nade by a State Governnment or other authority
in exercise of the powers conferred on it by
or under this Act."
Rul es were made by the Central Government under s.13 of the
Act known as the M neral Concession Rules, 1960. R 22 pres-
cribes that an application for the grant of a mning | ease
nust be nade to the State Governnent in Form"I" acconpani ed
by a
307
fee of Rs. 200/-, a deposit of Rs. 5001- and an i ncome-tax
cl earance certificate. Under r. 26 the State Government is
obliged to give reasons for refusal to grant a mning | ease.
Any person aggrieved by an order nade by the State
CGovernment nay prefer an application for revision under r
54 in Form’N . In every such application against the order
of the State CGovernment refusing to grant a mning | ease, a
person to whom a | ease has been granted nust be inpl eaded as
a party. R 55 originally framed in 1960 was amended in
July 1965. Under the anended
r.55 the position is as follows: -
"(1) On receipt of an application for revision
under r. 54, copies thereof shall be sent to
the State Governnent and to all the inpleaded
parties calling upon them to nake such
comments as they may like to nmake within three
nont hs of the date of i ssue of t he
comuni cation and if no coments are received
within that period, it is to be presuned that
the party omtting to make such comments has
none to nake.
(2) On receipt of the comrents from any
party under Sub-rule (1), copies thereof have
to be, sent to the other parties calling upon
themto nake further coments as they may |ike
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to make within one nmonth fromthe date of the
i ssue of the comunication.
(3) The revision applicati on, t he
conmuni cat i ons cont ai ni ng conment s and
counter-conments referred to in sub-rules (1)
and (2) shall constitute the record of the
case.
(4) After considering the records referred
to in sub-rule (3), the Central Government may
confirm nodify or set aside the order or pass
such other order in relation thereto as it nmay
deem just and proper."
From the above, it will be anmply clear that in exercising
its powers of revision under r. 55 the Central Governnent
must take into consideration not only the material which was
before the State Governnent. but comments and counter-
comments, if any, which the parties may nake regarding the
order of the State Government.  In other words, it is open
to the parties to show how and where the State Governnent
had gone wong, or, why the order of the State Governnent
shoul d be confirmed. A party whose application for a nining
lease is turned down by the State Governnent is therefore
gi ven an opportunity of showing that the State Governnent
had taken into consideration irrelevant matters or based its
deci sion on grounds which were not justified. At the tine
when applications for a licence are nmade by different
parties to the State Governnent. they are not L5Sup/67-7
308
given an opportunity of show ng-any defects or denerits in
the applications of the others-or why their applications
shoul d be Preferred to others.. The State Government has to
nake up its nmind by considering the applications before it
as to which party is to be preferred to the other or others.
S.11(3), as already noted, prescribes the matters which the
State Government must consider before selecting one out of
the nunerous applicants. But the possibility of the State
Government being msled in its consideration of the matters
cannot be ruled out. It may be that a party to whom a | ease
is directed to be granted has in fact no special” know edge
or experience requisite for the mning operations or' it may
be that his financial resources have not been properly
di scl osed. It may al so be that the nature and quality of
the technical staff enployed or to be enployed by himis not
of the requisite standard. |In an application for ~revision
under r. 55 it will be open to an aggrieved party to contend
that the nmatters covered by sub-s. (3) of s. 11 were not
properly exam ned by the State Government, or that the State
CGovernment had not before it all the available material to
nmake up its mind with respect thereto before grant “in a
l'icence. In a case where conplaints of this nature are
made, of necessity, the Central CGovernnment has to scrutinise
matters whi ch were not canvassed before the State
CGover nrrent . A question nmay arise in such cases as to
whet her the order of the Central Governnent in the form in
which it was made in this case wuld be sufficient,
specially in view of the fact that the correctness thereof
may be tested in appeal to this Court.
It is now well-settled that in exercising its powers of
revision under r. 55 the Central CGovernnent discharges

functions which are quasi judicial : see Shivji Nathubhai v.
The Union of India & Os. (1) and M P. Industries v. Union
(1). In the latter case one of us (our present Chi ef

Justice) said (at p. 471)
"The entire scheme of the rules posits a
judicial procedure and the Central Governnent
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is constituted as a tribunal to dispose of the
said revision. Indeed this Court in Shivji
Nat hubhai v. The Union of India (supra) rules
that the Central Government exercising its
power of review under r. 54 of the Mnera
Concession Rules, 1949, was acting judicially

as a tribunal. The newrule, if at all, is
clearer in that regard and enphasises the
judicial character of the proceeding. If it

was a tribunal, this Court under Art. 136 of
the Constitution can entertain an appea
against the order :of the Central Governnent
made in exercise of its revisional powers
under r. 55 of the Rules."
(1) [1960]2 S.C.R 775.
(2) [1966] 2 S. C R 466.
309
Let us now examine the question as to whether it was incum
bent on the Central Governnent to give any reasons for its
decision onreview. It was argued that the very exercise of
judicial or quasi judicial powers in'the case of a tribuna
entailed upon it an obligation to give reasons for arriving
at a decision for or against a party. The decisions of
tribunals in India are subject to the supervisory powers of
the High Courts under ‘Art. 227 of the Constitution and of
appel l ate powers of this Court under Art.  136. It goes
wi thout saying that both the Hi gh Court and-this Court are
pl aced wunder a great disadvantage if no reasons are given
and the revision s dismssedcurtly by the use of the
single word "rejected"; or, "dismssed'. |n such a case,
this Court can probably only exercise its appel |l ate
jurisdiction satisfactorily by exanmining the entire " records
of the case and after giving a hearing cone to its

conclusion on the nerits of the appeal. ~This will certainly
be a very unsatisfactory method of dealing with the  appeal
Odinarily, in a case like this, if the State Governnent

gives sufficient reasons for accepting the application of
one party and rejecting that of the others, as it must, and
the Central Governnment adopts the reasoning of ~the State
CGovernment, this Court may proceed to examnm ne whether the
reasons given are sufficient for the purpose of  uphol ding
the decision. But, when the reasons given in the order of
the State Governnent are scrappy or nebul ous and the Centra

CGovernment makes no attenpt to clarify the sane, this Court,
in appeal nmay have to exami ne the case de novo w'thout
anybody being the wser for the review by the Centra

CGover nrent . If the State CGovernnent gives . a _nunber of
reasons some of which are good and sone are not, and the
Central Governnent nerely endorses the order of  the State
CGovernment without specifying those reasons which according
to it are ,sufficient to uphold the order of the State
Governnment, this Court, in appeal, may find it difficult to
ascertain which are the grounds which weighed with the
Central Governnent in upholding the order of the State
Gover nnent . In such circunstances, what is known as a
"speaking order" is called for.

The order of the Central Government of June 22, 1966 is so
worded as to be open to the construction that the review ng
authority was primarily concerned with finding out whether
any grounds had been nmade out for interfering with the
decision of the State Governnent. In other words, the
Central Governnent was not so nuch concerned to exanmine the
grounds or the reasons for the decision of the State
CGovernment but to find out whether here was any cause for
di sturbing the same Prima facie the order does not show
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that the reviewing authority had any thought of expressing

its own reasons for maintaining the decision arrived at. |If
detail ed reasons had been given by the
310

State Governnent and the Central Government had indicated
clearly that it was accepting the reasons for the decision
of the State Governnent, one would be in a position to say
that the reasons, for the grant of a | ease to a person other
than the appellant were obvious. But, where as here, the
State Government does not find any fault or defect in the
application of the wunsuccessfully applicant and nerely
prefers another on the ground that "he had adequate genera
experience and technical know edge and was an old |essee
wi thout any arrears of mneral dues" it is difficult to say
what turned the scale in favour of the successful applicant
excepting the fact that he was known to the State Covernment
from before. W do not want to express any views on this
but if  this be a proper test, then no new entrant in the
field 'can have any chance of success where there is in old
| essee conpeting with him The  order of the Centra
CGovernment . does not bring out any reason for its own
deci sion except that no ground for interference with the
decision arrived at was established.

Now we propose to exam ne sone decisions of this Court where
the question as to whether the reviewing authority should
gi ve reasons for its decisions was gone- into. |In Harinagar
Sugar Ml Is v. Shyam Sundar Jhunj hunwal-a(1) this Court had
to consider whether the Central Governnent exerci si ng
appel l ate powers under s.111 of the Conpanies Act, 1956
before its amendnent in 1960 was a tribunal exercising
judicial functions and as such, subject to the ‘appellate
jurisdiction of this Court under Art. 136 of t he
Constitution and whether the Central CGovernnent had acted in

excess of its jurisdiction, or acted illegally otherwise in
directing the conpany to register the transfer or transfers
in favour of the respondents. There, the articles of

associ ati on of the conpany concerned gave the directors the
right in their absolute discretion and w thout assigni ng any
reason to refuse to register any transfer of shares. The
directors declined to register some shares in the nane of
the transferees who applied to the H gh Court at Bombay for
orders wunder s. 38 of the Indian Conmpanies Act, 1913 for
rectification of the share register on the ground that the
board of directors had exercised their right nala fide,
arbitrarily and capriciously. The Hi gh Court rejected these
petitions on the ground that controversial questions of |aw
and fact could not be tried in sunmary proceedi ngs under S.
38. The transferees requested the directors once nore to
register the shares. On their refusal to do so, appeals
were preferred to the Central Governnent under s.111(3) of
the Indian Conpanies Act, 1956 which had since cone into
operation. The Joint Secretary, Mnistry of Finance, who
hear d the appeals declined to order registration of
transfers

(1)[1962] 2 S.C R 339 @357.

311

practically on grounds sinilar to those put forward by the
Hi gh Court of Bombay. Thereafter, the original holder of
the shares transferred sone shares to his son and sonme to
his daughter-in-id ", and the transferees requested the
conpany to register the transfers. The directors once nore
refused. Against the resolution of the directors, separate
appeal s were preferred by the son and daughter-in-1law of the
original holder of the shares. The Deputy Secretary to the
CGovernment of India set aside the resolution passed by the
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board of directors and directed the conpany to register the
transfers. No reasons were however given for such order
The conpany canme up in appeal to this Court under Art. 136
of the Constitution. According to the judgment of the
maj ority of Judges, the exercise of authority by the Centra
CGovernment was judicial as it had to adjudicate upon the
rights of contesting parties when there was a lis between
them It was observed in that case that
"If the Central Governnent acts as a tribuna
exercising judicial powers and the exercise of
that power is subject to the jurisdiction of
this court under Art 136 of the Constitution
we fail to see how the power of this court can
be effectively exercised if reasons are not
given by the Central CGovernnent in support of
its order."
This Court further held that there had been no proper the
appeal s, no reasons having been given in support orders of
the Deputy Secretary who heard them and result, the orders
were quashed wth a direction that the be re-heard and
di sposed of according to |law.
In Sardar Covindrao v. State(1l) the appellants who to be
descendants of fornmer ruling chiefs in sane districts of
Madhya Pradesh appli'ed under the Central Provinces and Berar
Revocati on of Land Revenue Exenptions Act, 1948 for grant of
noney or pension as suitable naintenance for thenselves.
They held estates in two districts on favourable terns as
Jahgi rdars Maufi dars and Ubaridars and enjoyed, an exenption
from payment of |and revenue aggregating Rs. 27,828-5-0 per
year. On the passing of the Act, the exenption was |ost and
they claimed to be entitled to grant of noney  or pension
under the provisions of the Act. They applied to the Deputy
Conmi ssi oner who forwarded their applications to the State
CGover nrrent . These were rejected w thout any reasons ' being
given therefor. The appellants filed a petition in the Hi gh
Court of Madhya Pradesh under Art. 226 of the Constitution
for a wit of certiorari 'to quash the order of the State

CGover nrent . The High Court held that the State Government
"was

(1) [ 1965] 1 S. C R 678.

312

not conpelled to grant either nobney or pension because the
exercise of the power under s. 5 was discretionary and the
petition, therefore was inconmpetent." S. 5(3) of the CP
and Berar Act provided as follows : -
"The Provincial CGovernment may nmake a grant of
noney or pension-
(1) for the maintenance or upkeep of. any
religious, charitable or public institution or
service of a like nature, or
(ii) for suitable naintenance of any family
of a descendant froma forner ruling chief."
S. 6 ’'barred the jurisdiction of civil courts. It was
observed by this Court .
"The Act |ays down upon the Governnent a duty
whi ch obviously must be perfornmed in a
judicial manner. The appellants did not seem
to have been heard at all. The Act bars a
suit and there is all the nmore reason that
CGovernment nust deal. with such case in a
qguasi -j udi cial nanner giving an opportunity to
the claimants to state their case in the |light
of the report of the Deputy Commi ssioner. The
appel lants were also entitled to know the
reason why their claimfor the grant of noney
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or pension was rejected by Governnent and how
they were considered as not falling within the
class of persons who it was clearly intended
by the Act to be conpensated in this
manner........ As the order of Government does
not fulfil the elementary requirenents of a
quasi judicial process we do not consider it
necessary to order a remt to the H gh Court."
In the result this Court set aside the order of the
CGovernment and directed the disposal of the case in the
light of the remarks made.
In M P. Industries v. Union(1l) the order of the Centra
Government rejecting the revision application under r. 55 of
the M neral Concession Rules was couched in exactly the sane
| anguage as the order in appeal before us (see at p. 475 of
the report) One cannot help feeling that the Mnistry
concerned have a special formwhich is to be used whenever a
review application isto be rejected. This may easily |ead
anyone to bel ieve that the reviewis a sham and nothing but
the fornal observance of the power -granted to the Centra
CGover nrent.. I'n that case, all the three |earned Judges of
this Court who heard the appeal were unaninobus in disnissing
it : some of the obser-
(1) [2196] 1 S.C. R 466.

313
vations nmde bear repetition. It was there argued that if
t he Central Governnent had to give reasons when it

functioned as a tribunals it would obstruct the work of the

CGovernment and | ead to unnecessary delays. As to this it

said by our present Chief Justice :
"The Central Governnent functions only through
di fferent officers and  in this case it
functioned through an Under ~ Secretary. The
condition of giving reasons is only attached
to an order nade by the Governnent when it
functions judicially as a tribunal in a
conparatively small ‘nunber of matters and not
in regard to other administrative orders it
passes. . ..
Qur Constitution posits a welfare State..... In
the context of a welfare State, admnistrative
tribunals have come to stay. Indeed, they are
the necessary conconitants of a welfare State.
But arbitrariness in their functi oni ng
destroys the concept of a welfare State it-,
self Self-discipline and supervision exclude
or at any rate mininise arbitrariness. The
least a tribunal can do is to ‘disclose its
m nd. The conpul sion of disclosure guarantees
consideration. The condition to give reasons
i ntroduces clarity and excludes or at -any rate
m nimses arbitrariness; it gives satisfaction
to the party against whomthe order is nmade;
and it al so enabl es an appel | ate or
supervisory court to keep the tribunals within
bounds. A reasoned order is a desirable con-
dition of judicial disposal

. If tribunals can nake orders with-

out giving reasons, the said power in the
hands of unscrupul ous or dishonest officers
may turn out to be a potent weapon for abuse
of power. But, if reasons for an order are
given, it will be an effective restraint on
such abuse, as the order, if it discloses
extraneous or irrel evant considerations, wll
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be subj ect to judicial scrutiny and
correction. A speaking order will at its best
be a reasonable and at its worst be at |least a
pl ausi bl e one. The public should not be
deprived of this only safeguard.”

It was further observed in that case that the position of

ordinary courts of law was different fromthat of tribunals

exercising judicial functions and it was said
"A  Judge is trained to |look at t hi ngs
obj ectively, uninfluenced by considerations of
policy or expedi ency; but, an executive
officer generally |ooks at things from the
standpoint of policy and expediency. The
habi t of
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m nd of an executive officer so forned cannot
be expected to. change from function to
function or from act to act. So it, is
essential that sone restrictions shall be
i nposed on tribunals in the matter of passing
orders affecting the rights of parties; and
the least they should dois to give reasons
for their orders. Even in the case of
appel 'ate courts invariably reasons are given,
except when they dism ss an appeal or revision
inlimmne and that is because the appellate or
revisional court agrees wth the reasoned
j udgnent of the subordinate court or there are
no legally permssible grounds 'to interfere
with it. ~But the same reasoning cannot apply
to an appellate-tribunal, for as often as not
the order of the first tribunalis laconic and
does not give any reasons. ~That apart,; when
we insist upon reasons; we do not prescribe
any particular formor scale of the reasons.
The extent and the nature of the  reasons
depend wupon case (of affirmance where the
original tribunal gives bunal shall ‘give its
own reasons succinctly; but in _a case of
affirmance where the original tribunal gives
adequate reasons, the appellate tribunal nay
dismss the appeal or the revision, as the
case mmy be, agreeing wth those reasons.
What is essential is that reasons shall  be
given by an appellate or revisional tribuna
expressly or by reference to those given by
the original tribunal. The nature and the
el aboration of the reasons necessarily depend
upon the facts of each case."

It nmust be noted however that the above view was not~ shared

by the two other Judges of the Bench constituting this

Court. It was said by them:
"For the purpose of an appeal under Art. . 136,
orders of Courts and tribunals stand on the
sane footing. An order of court dismssing a
revision application often gives no reason
but this is not a sufficient ground for
quashing it. Li kewi se, an order of an ad-
mnstrative tribunal,’” rejecting a revision
application cannot be pronounced to be invalid
on the sole ground that it does not give
reasons for the rejection.”

They di stingui shed the case of Harinagar Sugar MIIs Ltd. (1)

on the ground that the Central Governnent had reversed the

deci si on’ appeal ed without giving any reasons and the |atter
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did not disclose any apparent grounds for reversal and
added:

"There is a vital difference between the order

of

reversal by the appellate authority in that

case for no

(1) [1962] 2 s.C.R 339.
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reason whatsoever and the order of affirmance

by the revising authority in the present

case."
As has already began noted, the board of directors in that
case did not give any reasons for the refusal to register
and the Central Governnent adopting the sane course reversed
the decision of the directors without giving any reasons.
Clearly, the act of the Central CGovernnent there savoured of
arbitrariness. Under the articles of association of the
conpany, the directors were not obliged to give any reasons.
Their power of refusal was unrestricted if they acted bona
fide or " in the interest of the conpany. The reversal of
their discretion clearly ampunted to-a finding that they had
acted arbitrarily or mala fide and one was; left to guess
the reasons of the Central Government for coming to this
concl usi on. As has al ready been said, when the authority
whose decision is to be reviewed gives reasons for its
conclusion and the reviewing authority affirnms the decision
for the reasons given by the |ower authority, one can assune
that the reviewi ng authority found the reasons given by the
lower authority as acceptable to-it; but where the |ower
authority itself fails to give any reason other than that
the successful applicant was an old | essee and the review ng
authority does not even refer to that ground, this Court has
to grope in the dark for finding out reasons for uphol ding
or rejecting the decision of the reviewing authority., | After
all a tribunal which exercises judicial or quasi-judicia
powers can certainly indicate its mind as to why it acts in
a particular way and when inportant rights of parties of
far-reaching consequence to them are adjudicated upon'in a
summary fashion, wthout giving a personal hearing’ where
proposal s and counter-proposals are made and-exam ned, the
| east that can be expected is that the tribunal should tel
the party why the decision is going against -himin all cases
where the law gives a further right of appeal
On behalf of the respondents, it was contended that r. 55
whi ch provided for a revision did not envisage the filing of
fresh pleadings and fresh material but only invited comrents
of the parties with regard to the matter before the Centra
CGover nment . It was argued that if after going through the
coments and counter-comrents the Central Government - found
no reason to arrive at a conclusion different fromthat of
the State Government, it was not called upon to disclose any
grounds for its decision in review Qur attention was drawn
in particular tor. 26 of the Mneral Concession Rul es which
enj oi ned upon the State CGovernnent to comrunicate in witing
the reasons for any order refusing to grant or renew a
m ning | ease. The absence of any provisioninr. 55 for
gi ving such reasons was said to be decisive on the matter as
i ndi cative of the view of the legislature that there was no
necessity for giving reasons for the order on review. We
find ourselves unable to accept this contention. Take the
case
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where the Central Covernment sets aside the order of the
State CGovernnent without giving any reasons as in Harinagar
Sugar MIIs" case(l). The party who |loses before the
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Central Governnment cannot know why he had lost it and would
be in great difficulty in pressing his appeal to the Suprene
Court and this Court would have to do the best it could in
ci rcunst ances which are not conducive to the proper disposa

of the appeal. Equally, in a case where the Centra
CGover nient nmerely affirnms the order of t he. State
Governnment, it should nake it clear in the order itself as
to why it is affirmng the sanme. It is not suggested that

the Central CGovernnment should wite out a judgnment as courts
of law are wont to do. But we find no nerit in the
contention that an authortiy which is called wupon to
det erm ne and adj udi cate upon the rights of parties subject
only to a right of appeal to this Court should not be
expected to give an outline of the process of reasoning by
whi ch they find thenselves in agreement with the decision of

t he State Governnent. As . a matter of fact, r. 26
consi derably lightens the burden of the, Central Governnent
in this respect. As the State Governnment has to give

reasons, /the Central Government. after considering the
conments _and counter-coments on the reasons given by the
State CGovernnent shoul d have no difficulty in nmaking up its
mnd as to whether the reasoning of the State Governnent is
acceptable and to state as briefly as possible the reasons
for its own concl usion.

Qur attention was drawn to a judgnent of this Court in

Nandrant Hunatram Calcutta v. Union of India(2). Ther e,
one of the points nade by the appellant inthe appeal to
this Court was that the order of the Central Government, in

review, upholding the action of  the State CGover nirent
cancelling the mning |ease granted to the appell ant was bad
i nasmuch as no reasons were given. It was pointed out in
the judgnment in that case that the facts there were so
notorious that the reasons for the action of the State Gov-
ernnent and the confirmation of its order by the ' Centra
CGovernment were too obvious and could not possibly be
guesti oned by anybody. There the partners of the appell ant
firm had fallen out anong t henselves and none of them was
willing to spend noney on the colliery with the result/ that
the work cane to a stand-still and the colliery began'to get
flooded. At this juncture, CGovernnent stepped in and made a
promse to the essential workmen that their wages would be
paid and this saved the colliery. Thereafter the Chief
I nspector of Mnes was inforned by one of the partners of
the appellant firmthat the other partners were preventing
hi m from maki ng payment for running expenses of the colliery
and that he was not in a position to performhis duties as
an, occupi er. He accordingly resigned his office. Tre
Manager al so
(1) [1962]2 S.C. R 339.
(2) AI.R 1966 S.C. R 1922
resigned and the Sub-Divisional Oficer of the district
informed GCovernnent that the situation had beconme SO
alarm ng that some action on the part of the CGovernnent was
absol utely necessary. In spite of notice, the partners
refused to take any action wth the result that the
Covernment took over the colliery and termi nated the |ease
The revision application filed before the Central Government
under r. 54 of the rules was turned down w thout giving any
reasons. Negativing the contention of the appellant that
the order of the Central Governnent was bad in | aw because
no reasons were given, it was said by this Court that
"The docunments on the record quite clearly
establish that the colliery was being flooded
as the essential services had st opped
functi oni ng and but f or t he timely
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intervention of the State Governnent the col -
liery woul d have been |ost. In t hese
circunstances, it is quite clear that the

action of the State Governnent was not only
right but proper and this is hardly a case in
which any action other than rejecting the
application for revision was called for and a
detail ed order was really not required because
after all the Central Government was nerely
approving of the action taken in the case by
the State Government, which stood conpletely
vindicated......... The action of the State
Government  far frombeing arbitrary or cap-
ricious was perhaps the only one to take and
all that the Central CGovernnent has done is to
approve of it."
The last portion of the passage was relied upon by the
counsel for the respondents in support of his argunment that
as the orderinreviewis nerely in confirmation of the
action of the State Governnent reasons need not be given.
But the above dictum cannot be considered dissociated from
the setting of the circunstances in which it was made.
There it was plain asa pike-staff that the State Governnent
had no alternative but to cancel the | ease : the absence of
any reasons in the/order on review could not possibly |eave
anybody in doubt as to whether reasons were.. As a natter of
fact in the setting of facts, the reasons were so obvious
that it was not necessary to set themout. There is nothing
in this decision which is contrary to MP. Industries wv.
Union(1). Wat the decision saysis that the reasons for the
action of the State were so obvious that it was not
necessary, on the facts of the case, to repeat themin the
order of the Central CGovernnent.
Qur attention was also drawn to another judgnent of this

Court in Conmissioner of Incone-tax v. K. V. pilliah(2).
One of the questions in that case before the H gh Court of
Mysor e

(1) [1966] T. S. C R 466.

(2) 43 1. T- R 411.
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under s. 66(2) of the Indian Inconme-tax Act was, whether, on
the facts and in the circunstances of the case, the |ncone-
tax Appellate Tribunal was justified in sustaining both the
addition ,of Rs. 41 142/- as incone from busi ness and Rs.
7,000/- as cash credits, and whether such addition did not

result in double taxation. It was held by this Court that
the question whether Rs. 41,142/- was liable to~ be taxed
fell to be determ ned under. the first question. In respect

of the other ampunt of Rs. 7,000/the Inconme-tax Officer’ had
hel d that the explanation of the assessee was untrue and the
Appel | ate Assi stant Comm ssioner and the Tribunal had agreed
with that view In this setting of facts, it ,,was said by
this Court:
"The Incone-tax Appellate Tribunal 1is the
final factfinding authority and normally it
shoul d record its conclusion on every disputed
guestion raised before it, setting out its
reasons in support of its conclusion. But, in
failing to record reasons, when the Appellate
Tribunal fully agrees with the view expressed
by the Appellate Assistant Conm ssioner and
has no other ground to record in support of
its conclusion, it does not act illegally or
irregularly, merely because it does not
repeat the grounds of the Appellate Assistant
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Conmi ssi oner on which the decision was given
agai nst the assessee or the departnent. The
criticism made by the High Court that the
Tribunal had "failed to performits duty in
nerely affirmng the conclusion of t he
Appel | ate Assi st ant Conmi ssi oner ™ is
apparently unnmerited. On the nerits of the
claim for exclusion of the amunt of Rs.

7,000/-, there is no question of [|aw which
could be said to arise out of the order of the
Tri bunal . "

The above observations were sought to be pressed into
service by the counsel for the respondents 'but there, is a
good deal of ,difference between that case and the one wth

which we have to deal. The H gh Court there was nerely
called wupon to give its ,opinion on the statement of facts
set out by the Appellate Tribunal. It was for the Income-
tax Oficer in the first instance to accept or reject the
expl anation with regard to the cash credit. It the Incone-
tax O ficer found the assessee’s explanation unacceptable,
lie had to say why he did not accept it. Unl ess the

assessee in appeal was -ableto point out to the Appellate
authorities sone flaw in the reasoning of the |ncone-tax
Oficer, it is not necessary for the appellate authorities
to give their reasons independently. The ,explanation of
the assessee is either accepted or rejected; but in the
-case which we have before us, the State Government has to
consider the merits and denerits of the applications and to
give its reasons why it prefers oneto the other or others.
There is a dispute between two or nore contesting parties
and the reasons for
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preferring one to the other or others may be nore than one.
It is. not a question of accepting or rejecting an
expl anat i on. In our opinion, what was said in the above
Income-tax case will not apply in the case of a review by
the Central CGovernment of a decision of the State CGovernnent
under the Act and the Rules.

It may be of interest to note that in Rex v. Northunberl and
Conpensation  Appeal Tribunal, Ex parte Shaw( 1) an
application was made in the King' s Bench Division-in England
for an order of certiorari for the quashing of a decision
reached by the Conpensation Appeal Tribunal dismssing an
appeal by Shaw against an award to hi mof conpensation for
|l oss of enploynent as a clerk to a Hospital Board payable
under the National Health Service (Transfer of Oficers and
Conpensati on) Regul ati ons, 1948. There the question of the
practice and procedure with regard to the issue of a wit of
certiorari was gone into at sonme length. The ‘tribupal in
that case had made a speaking order. It was contended by
the counsel for the tribunal that the King' s Bench -Division
had no power to examine the order in the case before it on
certiorari oil the ground that certiorari went only to
defect of jurisdiction. This was turned down and the
Divisional Court held that it had jurisdiction to quash by
certiorari the decision of an inferior tribunal when the
latter had enbodied the reasons for its decision in its
order and those reasons are bad in law. For our purpose, we
need only refer to the observations of Lord Goddard, C.J. at
p. 724 of the report where he said

“I think it is beneficial in this case that we should do so,
not nerely having regard to the facts of this case, but
because so many tribunal s have now been set up, all of whom
I amcertain, desire to do their duty in the best way, and
are often given very difficult sets of regulations and
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statutes to construe. It certainly mnust be for their
benefit, and | have no doubt but that they wlt welcone,
that this court should be able to give guidance to them if,
in making their orders, they nake their orders speaking
orders, so that this court can then consider them if they
are brought before the court on certiorari’."
The case for giving reasons or for nmmking a speaking order
becomes rmuch stronger when the decision can be challenged
not only by the issue of a wit of certiorari but an appea
to this court.
Counsel for the respondents referred us to the conment on
this case made by Sir C K Allen in his Law and Oders
(Second Edition) at p. 259 to p. 261. According to the
| earned author, the Northunberland Conpensati on case night
be a great deterrent than encouragenent to speaking orders
i nasmuch as "t he prospect
(1) [21951]1 K.B. 711
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of having their nental process set forth in literary form
m ght be ,extrenely disagreeable to then and up to the year
1956 did not seemto have assisted greatly the nmeans of
recourse agai nst decisions of inferior jurisdictions.
Speaki ng for ourselves, with great respect to the |earned
author, we do not think that the position of the Centra
Government as a /reviewing authority tinder the Mnera
Concession Rules can be equated with an appellate tribuna
of the type whose decision was before the King's Bench
Division in England. ' If the State Governnent is enjoi ned by
law -to give its reasons, thereis no reason why it should
be difficult for the appellate authority to do . so. The
necessity and the desirability of tribunals naking  speaking
orders has been adverted upon by different Hgh Courts in
I ndi a. Thus in Vedachal a Mudaliar v. -State of Mdras(3)
where the State CGovernment of Madras set , aside the order of
the Central Road Traffic Board without giving ;any reasons,
it was observed that
"When the policy of the Legislature is to
confer powers on administrative tribunals with
a duty to discharge their functions judicially
I do not see any reason why they should be
exenpted fromall those safeguards inherent in
its exercise of that jurisdiction.
From the standpoint of fair name of the
tribunals and also in the interests of -the
public, they should be, expected to give
reasons when they set aside an order of an
i nferior tribunal .......... Fur ther, i f
reasons for an order are given, there will be
| ess scope for arbitrary or partial exercise
of powers and the order ’'ex facie / wll
i ndi cat e whet her extraneous circunstances were
taken into consideration by the tribunal in
passing the order."
Refrence nmay al so be made to Ramayya v. State of Andhra (2
and Annanal ai v. State of Madras(3). To the sanme effect is
the judgment of the Kerala H gh Court in Joseph V.
Superintendent of Post O fices, Kottayan(1).
We have already comented that the order of the Central Gov-
ernment in this case is couched in the sane | anguage as was

used in the case before this court in MP. Industries v.
Uni on(5) in August 1965. The old rule 55 was replaced by a
new rul e which ,cane into force on 19th July 1965. Wer eas

the old rule directed the Central CGovernment to consider
conments on the petition of review by the State CGovernnent
or other authority only, the newrule is aimed at calling
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upon all the parties including the State -Government to make
their coments in the matter and the parties are given the
right to make further coments on those nade by

(1) A 1.R 1952 Madras 276.

(3) A 1.R 1957 Andhra Pradesh 739.

(2) I.L.R 1956 Andhra 712
R

(4) I.L. 1961- 11 Keral a 245.

(5) [1966] 1 S.C. R 466.
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the other or others. |In effect, the parties are given a
right to bring forth material which was not before the State
CGover nrent . It is easy to see that an wunsuccessful party

may challenge the grant of a |lease in favour of another by
pointing out defects or denerits which did not come to the
know edge of the State Government. The order in this case
does not even purport to show that the comments and counter-
comments, which were before the Central Government in this

case, 'had been considered. It would certainly have been
better if the order of 22nd June 1966 had shown that the
Central = ‘Government had taken into. consideration all the

fresh materiall adduced before it and for the reasons
formulated they thought that the order of the State
Gover nrent shoul d not “be disturbed.

In the result, the appeals are allowed and the orders of the
Central Governnent passed on 22nd June, 1966 are set aside.
The Central Government is directed to decide the review
applications afresh in the Iight of the observations nade.
The appellant wll get his costs throughout from the 3rd
respondent .

G C Appeal s al | owed.
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