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ACT:

Forward Contracts (Regulation) Act (74 of 1952) as anended
by Amendi ng Act 62 of 1960, ss. 4(f), 6, 14A, 14B, 15 to 18
and 7A of the Forward Contracts (Regul ation) Rules, 1954-
Scope of.

HEADNOTE:

The object of the Forward Contracts (Regul ati on) Act, 1952,
is to provide for the regulation of certain natters relating
to forward contracts, the prohibition of options in 'goods
and for matters connected therewith. Section 6 of the Act
provides that the Central Governnent may, if it is satisfied
that it would be in the interest of trade and also in public
i nterest to recognition to an associ ation, gr ant
recognition in such formand with such condition as may be
specified and shall specify the goods with respect to which
forward contracts may be entered into between the nmenbers of
such association or through or wth any such _nenber.
Section 14A(1), inserted by Anending Act 62 of 1960,
provides that no association concerned with the regulation
and control of business relating to forward contracts shall
after the comencenent of the 1960 Act, <carry on such
busi ness except under, and in accordance wi t h, the
conditions of a certificate of registration granted- by the
Conmission, and s. 14B provides that on receipt” of an
application tinder s. 14A, the Conmission nay, after.  naking
such enquiry as it cons(lies necessary grant or refuse the
certificate. Sections 15 to 18 of the Act. authorise the
Central Covernment to inpose restrictions as to conmodities
with respect to which business in forward contracts can  be
carried on. Rule 7A of the Forward Contracts (Regul ation)
Rul es, 1954, franed under the Act, pro%ides that the
certificate of registration granted to an association shal
be in FormF, which states that the registration is granted
subject to the conditions (i) that the association shal
conply wth such directions as may fromtine to tine be
given by the Forward Markets Comm ssion, and (ii) that the
association shall not conduct forward trading in any
commodity other than those specified hereunder except wth
the previous approval of the Forward Markets Comi ssion
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The respondent was granted a certificate of registration
under s. 14B with the second condition that it shall not
conmence trading in non-transferable specific delivery
contracts in any comodity without obtaining the prior
approval of the Commission. A direction to the same effect
was also given by the Conm ssion to the respondent in a
letter.
The respondent filed a wit petition in the H gh Court for
guashing the <condition and direction, and the Hi gh Court
guashed themon the grounds : (1) Wile s. 6 gives power to
the Central CGovernment to specify goods in respect of which
forward contracts may be entered into by the nenbers of the
recogni sed association, s. 14A is silent in regard to this
matter inplying that the Conmm ssion has no such power; (2)
the conditions which the Conm ssion could attach to the
certificate of registration are only those which relate to
the manner and method of carryinng on the business of forward
contracts, and the second condition inposed in the instant
case did not relate to the manner or nethod of carrying on
the business-, and (3) no power to .inpose such a condition
could be inplied as that would be repugnant to the power of
CGovernment to control, regulate or prohibit forward trade in
respect of any comodities, vested in the Central Government
under ss. 15 to 18.

2
Al'l owi ng the appeal to this Court,
HELD: Rule 7Ais intra vires the rul e-naking power and it
was open to the Commission to inpose the second condition in
the certificate of registration. The condition and direction
are therefore valid. [8-D
(1) (a) The areas covered by s. 6 and s. 14A are different.
The fact that an association is recognised by the Governnent
would not enable it to carry on the business in. forward
contracts. For that purpose, a certificate under s. 14A is
a sine qua non. The fact that Central Government has power
to attach conditions as regards commodities in respect of
whi ch the business of forward contracts can be carried on is
not in any way inconpatible with the power of the Conmi ssion
to inpose conditions as respects the commodities in/ which
t he busi ness can be conducted. The conditions in the market
dealing with forward contracts do not remain static, and
unless the Commssion is invested with —power to inpose
further conditions the object of constituting the Conm ssion
woul d be frustrated. The assunption by the Hi gh Court that
when once conditions as to commodities have been | aid  down
by the Governnment at the tine of recognition, the power of
t he Conmi ssi on to attach further conditions as to
commodities in which transactions in forward contracts. can
be carried on would be repugnant to the power of the
Covernment, fails to take note of changing conditions in the
mar ket. [ 6E-H
(b)Under s. 4(f) of the Act, the Commi ssion has to perform
such other duties and exercise such other powers as may be
assigned to the Commi ssion by or under the Act, or as may be
prescribed. In interpreting the expression by or under the
Act or as nay be prescribed,’ that is. where the court is
concerned with the question whether it is legally conpetent
for the Governnment to vest a particular power in a statutory
body |i ke the Comm ssion, the proper rule of interpretation
woul d be that unless the nature of the power is Stitch as is
i nconmpatible with the purpose for which the body is created,
or unless the particular power is contra-indicated by any
specific provision of the enactnment bringing the body into
exi stence, any 'power which would further the provisions of
the Act could be legally conferred onit. In the instant
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case, r. T7A prescribes the conditions under which a
certificate of registration can be issued and t hat
authorises the incorporation of the second condition in
certificate. [7A-C
. P. Gupta v. W R Natu, Al.R 1963 S.C. 274, followed.
(2) The power of the Conm ssion under ss. 14A and 14B is
pl enary as-, regards the nature of the conditions which it
can attach for regulating and controlling the business of
forward contracts of a particular Association. A
l[limtation that s. 14A only authorises conditions as to
manner in which the business in forward contracts can be
carried on, cannot be read into the section or from other
provi sions of the Act. The specification of commpbdities in
respect of which business can be carried on is a condition
concerned with the regulation and control of the business
relating to forward contracts. [7D F]
(3)(a) The restrictions or prohibitions in ss. 15 to 18 are
general~ and apply to-all persons. They are not concerned
with restrictions or prohibitions as regards comodities in
respect . ‘of -~ which businessin forward contracts can be
carried on by a particul arassociation or its nenbers. The
Conmi ssi on al one is invested wth power to i mpose
condi tions, or prohibitions with regard to such commoditi es.
Therefore, ss. 15 to 18 do not clash with the power of the
Conmi ssion, and recognition of the power of the Conm ssion
wi Il not derogate fromthe general power of the Governnent.
O course, the Conmi ssion, being a subordi nate body, should
act in conformity with ss. 15 to |s [7G B]
(b) The commodi ties in which the association can carry on the
busi ness of forward contracts is an integral part of its
busi ness. The very idea of setting up the Conmission was to
supervi se and regul ate such business, by inposing conditions
subject to which alone the association can carry . on the
busi ness. Conditions are nothing but qualifications,
restrictions or limtations nodifying,

3
or even destroying, to a certain extent. the right to carry
on business. Therefore, the specification of comobdities in
whi ch business can be carried on is condition relating to
regul ati on and control of that business. [8B-C]

JUDGVENT:

CIVIL, APPELLATE JURISDICTION : Givil Appeal No. 603(N) of
1973.

From t he Judgnent and Order dated 4-8-1972 of the Del hi High
Court in L.P.A No. 7 of 1968.

L. N. Sinha, Solicitor General of India, P. P. Rao and
Grish Chandra, for the appellants.

Bi shanber Lal, for respondent No. 1.

The Judgnent of the Court was delivered by

MATHEW J. - Respondent No. 1, a conpany registered under the
Conpanies Act, together wth respondents No. 2 and 3,
nmenbers of the conpany, filed a wit petition before the
H gh Court of Del hi praying for quashing condition No. (ii)
specified in the certificate of registration granted to
respondent No. 1 wunder S. 14B of the Forward Contracts
(Regul ation) Act, 1952 (hereinafter referred to as ’the
Act’) to the effect that the conpany shall not comence
trading in nontransferrable specific delivery contracts in
any commodity without obtaining the prior approval of the
Forward Markets Conmi ssion (hereinafter referred to as the
"Commission’) in witing as also a direction contained in a
letter dated June 2, 1964 fromthe Comm ssion to the conpany
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not to commence trading in nontransferrable specific
delivery contracts in any commodity wi thout obtaining the
prior approval of the Conmission in witing.

A learned Single Judge of the High Court allowed the wit
petition and quashed the condition in the certificate and
the direction in the letter. The appellants preferred an
appeal against the order before a Division Bench. That was
di smi ssed. This appeal, by certificate, is against the
order of the Division Bench. To appreciate the controversy
in this case it is necessary to have an idea as to the
object of the Act gatherings fromthe preanble and its
provisions. The preanble to the Act states that the object
of the Act is to provide for regulation of certain matters
relating to forward contracts,-the prohibition of options in
goods and for matters - connected therewth. The Centra
Government is given power under the Act to extend its
provisions by notification to various classes of goods and
to different areas -as and when necessary. The genera
scheme' of the Act is that forward contracts should be
al l owed t'o be entered into only in accordance with the rules
and bye-laws —of recognized associations. Section 2(a)
defines an 'association” as meaning a body of individuals,
whet her incorporated or not, constituted for the purpose of
regulating and controlling the business of the sale or
purchase of any goods. A

4

regi stered association’ is defined in's.” 2(jj) as meaning an
association to which for the time being a certificate of
registration has been granted by the Conm ssion under s.
14B. Section 2(c) of the Act defines 'forward contract’ and
sections 2(f), 2(i), 2(m _and 2(n) respectively define "non-

transferable specific delivery contract", "ready delivery
contract", “"specific delivery contract", and "transferable
specific delivery contract". It~ is clear from ' these

definitions that specific delivery contract, transferable
specific delivery contract and non-transferable specific
delivery contract are all different forns of forward
contract. Chapter 11 of the Act concerns the establishnent
and constitution of the Commission and s. 4 occurring in
that chapter enunerates the functions of the Comm ssion

Chapt er Il provides for recognition of associ ati ons
concerned wth regulation and control of forward contracts
and deals wth the rights, duties and obligations of
recogni zed associations as also the powers of the Centra

CGovernment in relation to them Chapter I11A was inserted
in the Act by Act 62 of 1960 as Parlianment  found after
watching the working of the Act for six years  that the
provisions of the Act as it stood were not adequate to . cove
with the evil of excessive specul ation and ot her
nmal practice prevalent in forward nmarkets. Section 14A in
that chapter provides for the certificate of registration
being obtained by all associations concerned w'th the
regul ati on and control of business relating to forward cont-
racts and the power of the Conmi ssion to grant or refuse
such certificate of registration. Chapter |V which contains
sections 15 to 19 of the Act deals with regulation, contro

and prohibition of forward contracts in any goods, class of
goods by the Central CGovernnent and also nakes specia

provisions in respect of non-transferable specific delivery
contracts and transferable specific delivery contracts and
for prohibition of option in goods. Chapter V of the Act
deals with penalties and procedure.

The <controversy in this case centers round the correct
construction to be put on s. 14A of the Act. The nmateria

portion of the section reads :
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14A (1) No association concerned wth the
regul ation and control of business relating to

forward contracts shal I, after t he
conmencenent of the Forward Contracts (Regul a-
tion) Amendnent Act , 1960 (hereinafter

referred to as such comrencenent) carry on
such busi ness except under, and in accordance
with, the conditions of a certificate of
registration granted under this Act by the
Conmi ssi on. "
Section 14B says that on receipt of an application under s.
14A, the Conmi ssion may, after making such enquiry as it
consi ders necessary, by order in witing grant or refuse to
grant the certificate.
Section 15 says that the Central Government nay, by
notification in the official gazette, declare that section
to apply to such goods or class of goods and in such areas
as may be specifiedin the notification and thereupon
subject to the provisions contained in s. 18, every forward
contract for the sale or purchase of any goods specified in
5
the notification which i's entered into in the area specified
therein otherwise than between nenbers of a recognised
association or throughor with any such nenber shall be
illegal. Section 16 provides that where a notification has
been issued under /s. 15, then notwithstanding anything
contained in any other law for the time being in force or in
any custom usage or practice of thetrade or the terns of
any contract or the bye-laws of ‘any association concerned
relating to any contract-(a) every contract for sale or
purchase of any goods specified in the notification shall be
deened to be closed out at such rate as the Centra
CGovernment nmay fix in this behalf and (b) —all differences
arising out of any contract so deened to be closed out shal
be payable on the basis of the rate fixed under clause (a).
Section 17 provides that the Central Government  may by
notification in the official gazette declare that no person
shall, save with the pernission of the Central Governnent,
enter into any forward contract for sale or purchase of any
goods or class of goods specified in the notification and to
whi ch the provisions of s. 15 have not been made applicable,
except to the extent and in the nmanner, if any, as nmay be
specified in the notification and all forward contracts in
contravention of the above provision entered into after the
publication of the notification shall be illegal. Secti on
18 provides that provisions in Chapter IIl and Chapter 1V
shall apply to non-transferable specific delivery  contracts
for the sale or purchase of any goods.
Section 26 centers power upon Governnent to nake rules for
carrying out the object of the Act. The material rule for
our purpose is rule 7A of the Forward Contracts (Regulation)
Rul es, 1954, framed by the Governnent. It states that the
certificate of registration granted to an associ ati on under
sub-clause (b) of clause (3) of s. 14A of the Act shall - be
in formE and the certificate of registration granted to _an
associ ati on under s. 14B of the Act shall be in formF; and
in each case, the certificate shall incorporate t he
conditions, if any, subject to which it is granted. The
material portion of FormF states :
"The registration hereby granted is subject to
the conditions (i) that the said association
shal |l conmply with such directions as may from
time to tine be given by the Forward Markets
Conmi ssion and (ii) that the said association
shall not conduct forward trading in any
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commodi ty other than those specified hereunder

except with the previous approval of the

Forward Markets Commi ssion.”
Condi ti ons No. (i) and (ii) of the Certificate of
Registration granted to respondent No. 1 are the same as
those specified in FormF.
The High Court was of the view that the conditions which the
Conmi ssion could attach to the certificate of registration
were those which relate to the manner and the nmethod of
carrying on the business of forward contract, that condition
No.(ii) 1in the certificate did not relate to the manner or
method of ~carrying on the business and that no power to
i npose such a condition could be inplied as that would be
repugnant to the power of governnment to control, regulate or
prohibit forward trade in respect of any comopdities vested
in the Central Covernment under section 15 to 18 of the Act.
6
Section 6 provides that the Central Government may, if it is
satisfied that it would be in the interest of trade and al so
in public interest to, grant recognition to an association
grant recognition to the association in such formand wth
such condition as nay be specified or prescribed and shal
specify in such recognition the goods or classes of goods
with respect to which forward contracts may be entered into
bet ween the nenbers of such association or through or wth
any such nenber.
According to the High Court, while section 6 which gives
power to the Central Government to accord recognition to an
associ ati on provides for specifying the goods in respect of
whi ch forward contract may be entered into by the nenmbers of
the recognized association, s. 14Ais silent in regard to
this matter inmplying thereby that the Conmission has no
power under this section to specify the goods in respect of
whi ch forward trading can be carried on
Recognition of an association under s. 6 carries wth it
certain duties and confers certain rights on the
associ ati on. Section 8 states that every recogni zed
association shall furnish to the Central Governnent, such
periodical returns as nmay be prescribed. Section 9A pro-
vides that a recognised association may mmke rules wth
respect to matters specified therein. The fact  that _an
association is recognized by the Central —Government would
not enable it to carry on the business in forward contract.
For carrying on business in forward contract, a certificate
of registration under s. 14Ais a sine qua non The area
covered by section 6 and 14A is different.  The fact that
Central Covernment has power to attach conditions as regards
the commodities in respect of which the business of forward
contract can be carried on is not in any way inconpatible
with the power of the Commission to inpose conditions as
respects the comopdities in which the business  can be
conduct ed. The conditions in the narket dealing wth
forward contract do not remain static. They change. And
unless the Conmission is invested with power to imnpose
further conditions with respect to the commopdities in which
the business of forward contract can be carried on, the
object of constituting the Conm ssion would be frustrated.
The assunption by the Hi gh Court that when once conditions
as to commodities in respect of which business can be
carried on have been laid down at the tine recognition was
granted by Governnent, the power of the Comm ssion to attach
further condi tions as to the commodities in whi ch
transactions in, forward contract cart be carried on, would
be repugnant to the power of the Governnment, fails to take
note of the changing conditions in the market. Wen s. 14A
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says that no association shall carry on business in forward
contracts except in accordance wth, t he condi tions
specified in the Certificate, there can be no doubt as to
the nature of conditions which mght be attached, to a
certificate of registration. Under clause (f) of s. 4, the
Conmi ssion has "to perform such other duties and exercise
such other powers as may be assigned to the Comm ssion by or
under this Act, or as nay be prescribed." Dealing with the
expression "by or under this Act or may be prescribed" in S
4(f), this Court has said inl. P. Gupta v. W R Natu(l)
that there was
(1) Al.R 1963 S.C. 274.

7
no limtation wupon the nature of the power that mght be
conferred except that which mght flow fromits having to be
one in relation to the regulation of forward trading in
goods which the Act is designed to effectuate. The Court
observed that where the Court is concerned with the question
whether it is legally conpetent to vest a particular power
in a statutory body, the proper rule of interpretation would
be that —unless the nature of the power is such as is
i nconmpatible with the purpose for which the body is created,
or unless the particular power is contra-indicated by any
specific provision of the enactnent bringing the body into
exi stence, any power which would further the provisions of
the Act could be legally conferred on it. And, as we
already said, rule 7A prescribes the conditions under which
a certificate of  registration can’ be issued and that
aut horises the incorporation of condition No. (ii) 1in the
certificate of registration.
We think that the reasoning of the High Court that s. 14A
authorises only the inposition of conditions as to the
manner in which the business in forward contracts can be
carried on and that the section has nothing to do with the
commodities wth respect to which forward contracts can be
carried on is fallacious. We ~cannot read any such
l[imtation in the |anguage of 's. 14A nor can we find any
indication in the other provisions of the Act to the
contrary. In other words, the power of the Commission is
pl enary as regards the nature of the conditions which it can
attach for regulating and controlling the business  of
forward contracts of a particular Association. W see no
reason to think that specification of the commodities in
respect of which business can be carried on is not a
condition concerned with the regulation and control of the
busi ness relating to forward contracts.
Sections 15 ’'Lo 18 authorities the Central  Governnent to
i mpose restrictions as to the coomodities with (respect to
which business in forward contracts can be carried on
These restrictions or prohibitions arc general in character
and apply to all persons wi thout any exceptions. These
sections arc not concerned with restrictions or prohibitions
as regards the commodities in respect of which business ill
forward contract can be carried on by a particul ar
association or ;Its nenbers. The Commission alone is
invested with the power to inpose condition or prohibition
with regard to the coomodities in respect of which forward
contracts can be entered into by a particular association
These provisions can never clash with the power of the
Conmi ssion to inmpose conditions as respect the commodities
in which the business of forward contract can be carried on
Recognition of. the power of the Commssion to inpose
condition as respect the commodities in which the business
of forward contract can be carried on will not derogate in
any manner fromthe general power of government to specify
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the commodities in relation to which the business of forward
contract can be carried on generally. The Comni ssion, being
a subordinate body, is expected to act in conformty wth
the provisions of sections 15 to 18. Co-existence of these
powers in the manner indicated is warranted by the rule of
har moni ous construction.

10 SC/ 75-2

8

It is not a relevant consideration that the inposition of
condition as to the commodities in respect of which business
of forward contract can be carried on would have the effect
of curtailing the area of business of an association, for
the very idea of setting up the Conmm ssion was to supervise
and regulate the business of forward contract by inposing
condi tions subject to which alone the association can carry

on busi ness. Condi-ti ons-are nothing but qualification
restriction or limtation nodifying or even destroying to a
certain extent ~the right to carry on the business. The

commodities in which the association can carry on the
busi ness " of forward contract is an integral part of its
busi ness activity. They are the subject nmatter or nedia for
carrying on the business and specification of combdities in
whi ch business can be carried on is a condition sounding
only in the realm of regulation and control of that
busi ness.

W therefore bold that Rule 7TAis intra wvires the rule
maki ng power and that it was open to  the  Conmission to
i mpose condi tion No. (ii) in t he certificate of
regi stration. It nust follow that the condition inpugned
was valid and that the direction issued by the Conm ssion to
the respondent was justified.

W are glad to find that the view which we _have expressed
has been taken by the H gh Court of Allahabad in Union of
India & Another v. Bullion and Agricultural Exchange Ltd.
(1), after, considering the relvant decisions including the
one under this appeal

W set aside the order of the Hi gh Court and allow the
appeal without any order as to costs.

There was no appearance for the respondents. The  Court
acknow edges its indebtedness to Shri Bishanber Lal
Advocate, for the assistance rendered by him -as amcus
curi ae.

Appeal all owed.

V. P. S

(1) I.L.R [1972] 2 Al ahabad 562.
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