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PETI TI ONER
SI NHA GOvI NDJI

Vs.

RESPONDENT:
THE DEPUTY CH EF CONTROLLER OFI MPORTS AND EXPORTS AND OTHERS

DATE OF JUDGVENT:
23/ 03/ 1961

BENCH

ACT:

| mport Li cence- Cancel | at i'on- Gr ounds for cancel | ati on- -
Li censee to be given ~a reasonable opportunity of being
heard--Principles of natural justice-Violation of-lnports
(Control) Order, 1955, cls. 8, 9, 10.

HEADNOTE

The petitioner who was carrying on the business of the
manufacture of celluloid and plastic bangles etc. was
granted two |icences dated January 18, 1960, and February 2,
1060, for the purpose of inporting cellulose nitrate sheets
for two licensing 'periods, April/Septenber, 1950, and
Cct ober/ Mar ch, 1960, On getting information that t he
petitioner had no machinery or equi pnent at the premni ses nor
possessed any nmunicipal licence or factory Ilicence, the
I mports and Exports authorities issueda notice dated My
27. 1960, to the petitioner to the effect that t he
CGovernment of India proposed to cancel the |licences ' granted
to him in exercise of the powers conferred by cl. 9 of the
[mports (Control) Order, 1955, unless sufficient cause
against this was furnished within ten days of the /date of
issue of the notice. The petitioner replied that as the
notice did not disclose on which of the grounds specified in
cl. 9 the proposed action was sought to be taken, it was not
possible to show cause against it and that in any case  he
had not done anything justifying the cancellation of the
licences under the said rule. On July 2, 1060, the  Chief
Controller of Inports and Exports wote to the petitioner
giving the information received as aforesaid and said: "In
view of this it is clear that you had obtained the
Essentiality Certificate fromthe Director of ~Industries
fraudulently and by msrepresentation of facts and
thereafter obtained the licences in question..... You' are
called wupon wunder cl. 10 of the Inports (Control) Oder,
1955, to show cause, within fifteen days fromthe  date of
receipt of this letter, as to why further issue of [I|icences
to you should not be suspended, under cl. 8 of the said
Imports (Control) Order, 1955, for contravening the |Inports
Trade Control Regulations......... On August 4, 1960, the
petitioner received two orders dated August 3, 1961, by
which the two licences in favour of the petitioner were

cancel | ed. The petitioner challenged the validity of the
aforesaid orders on the grounds, inter alia, that no rea
opportunity at all to show cause against the proposed
cancellation was given to himin total disregard of the
provisions of cl. :co of the Inmports (Control)
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Order, 1955 which required that "No action shall be taken
under <cls. 7, 8 or 9 unless the licensee...... has been
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gi ven a reasonabl e opportunity of being heard", and that the
cancellation of the Ilicences arbitrarily deprived t he
petitioner of his fundanental right to carry on his business
under Art. 19 of the Depi Constitution of |India. The
correspondence between the petitioner, and the Inport
authorities showed that after the receipt of the letter
dated July 2, 1960, the petitioner had no real opportunity
of being heard with regard to the ground alleged in the
letter, before the cancellation orders were nmade on August
3, 1960.

Held, that on the facts of the case, there was a. clear
violation of the requirenents of cl. 10 of the Inports
(Control) Oder 1955, which "enbodied the principles of
natural justice, and that the orders dated August 3, 1960,
canceling the licences granted to the petitioner, were bad
and nust be quashed.

JUDGVENT:

ORI G NAL JURI SDI CTI ON:  Petitions Nos. 307 and 308 of 1960.
Petitions wunder Art. 32 of the Constitution of India; for
enf orcenent of Fundanental Rights.

Porus A. Mehta, J. B. Gagrat and G Gopal akrishnan, for the
petitioner.

H. J. Umigar, R/ H Dhebar and T.. M. Sen, for the
respondents.

1961. March 23. The Judgnent of the Court was delivered by
S. K DAS, J.-These are two wit petitions in respect of two
orders ’'dated August 3, 1960, b which the Joint Chief
Controller of Inports, WMadras, cancelled two i mport
licences, Nos. A 863296 and 836640 dated January 18, 1960,
and February 2, 1960, respectively, granted in favour of the

petitioner, Messrs. Sinha Govindji _of Bangal ore ' Road,
Bellary, for the purpose of _inmporting cellulose nitrate
sheets of the value of Rs. 75,000 each for two 1icensing

periods, April/Septenber,’1959, and COctober/ March, 1960.
The conplaint of the petitioner firmis that respondents 1
and 2 have cancelled the licences in circunstances’ which
anmounted to a denial of its right to be given a reasonable
opportunity of being heard, as provided by cl. 10 of the
Inmports (Control) Order, 1955, before the inpugned 'orders
wer e passed

542

and thus arbitrarily and without authority of [aw deprived
the petitioner of its fundanental right to carry on its
busi ness under Art. 19 of the constitution

The point for decision is a short one and we need only
state such facts as bear upon that point. The petitioner’s
case is that the proprietor of the firmis a «citizen of
India carrying on a business of the manufacture of “celluloid
and plastic bangles, etc, at Bellary in the Msore State

The petitioner was granted the two Ilicences referred to
above and thereafter entered into firmcommitnents for the
i mport of cellulose sheets to the clause of Rs. 99, 000. On
March 4, 1960, the petitioner was surprised to receive two
letters fromthe Assistant Controller of |Inports, Madras,
calling wupon the petitioner to let himknow the extent to

which the licenses had been utilised and asking t he
petitioner not to enter into fresh comitnments against the
said licenses wthout specific and prior approval of the
Controllers’ office. This led to sone correspondence

between the petitioner and the Control authorities, details
wher eof are not necessary for our purpose. On May 27, 1960,
the petitioner received two notices, only one of which we
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need set out

The notices,

infull. It stated:

"It is hereby notified that in exercise of the
powers conferred by cl. 9 of the Inports
(Control) Order, 1955, the Governnent of
India, in the Mnis. try of Comrerce and
Industry propose to cancel licence No. A
836640/ 60/ AU/M dated the Second February,
1960, valued at Rs. 75,000 (Rupees Seventy
five thousand only) for import of Cellulose
Nitrate Sheets fromthe Soft Currency area
except South Africa, granted by the Joint
Chief Controller of Inports and Exports,
Madras to Messrs. Sinha Govindji, No. 18,
Bangal ore Road, Bellary-2, unless sufficient
cause against this is furnished to the Joint
Chief Controller of Inports and Exports,
Madras, w'thin ten days of the date of issue
of~ this notice, by the said Messrs. Si nha
Govindji, No. 18, Bangal ore Road, Bellary-2 or
any  Bank, or - any other party who nmay be
interested in it.

In view of what is stated above, Messrs.
Si nha

543

Govindji, Bellary or any Bank, or any other
party who may be interested in the said
licence No. 836640/ 60/ AU/ M  dat ed Second

February, 1960, are hereby directed not to
enter \into any conmt- Departments against the
said license and return it imediately to the
Joint Chief Controller of |Inports and Exports,
Madr as.

(sd.) J. K Sarkar,

Deputy Chief Controller of

I mports and Exports."

be it noted, did not state on what / grounds

falling withincl. 9 of the Inports (Control) Order, 1955,
it was proposed to cancel the licences of the petitioner

Clause 9 of
cancel | ati on

the Control Order states four grounds for
of a licence, and we may read the clause here

omitting those grounds which are not relevant for our case:

"9. Cancellation of Licences: The Centra
Government or any other officer authorised in

this behalf may cancel any |icence granted
under this Oder or otherw se render it
i neffective:

(a) if the licence has been granted through

i nadvertence or m stake or has been obtai ned
by fraud or msrepresentation

(b)

(c)

d

By a letter dated May 30, 1960, the petitioner referred to

the earlier
alia:

correspondence on the subject and said inter

"Now clause (9) of the Inport Control Order

1955, under which action is proposed to be
taken envi sages the cancellation of a |icence
on various grounds. Your notice does not
di scl ose on which of these grounds the
pr oposed action is sought to be t aken

Wthout knowi ng on what ground the proposed
cancellation is to be effected it is inpos-
sible for me to show cause against it. | may,
however, state that | have not done anything
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justifying the cancellation of the |Iicence
under the said Rule and that as far as | can
see, there is no ground whatsoever for such
cancel l ation. "

544

Then, on August 4, 1960, the petitioner
received two orders dated the previous day by
which the two Ilicences in favour of the
petitioner were cancelled. The orders stated
(we are quoting only one of the orders which
are simlar in terms):

"Whereas Ms. Sinha CGovindji, Bangal ore Road,
Bel l ary or any bank or any other person have
not cone forward furnishing sufficient cause,

against Notice No. 1/LCL/60/CDN(1)

1960, proposing ~to cancel licence No. A
863296/ 60/ AU/ Mt . 18-1-60, valued at Rs.
75,000 for the inport of Cellulose Nitrate
Sheets from the Soft Currency Area except
South Africa granted to the said Ms. Si nha
Govindji, ~Bangalore Road, Bellary, by the
Joint Chief Controller of Inmports and Exports,
Madras, Governnent of India, inthe Mnistry
of Commerce and Industry in exercise of the
powers / conferred by clause 9 of the Inports
(Control) Order, 1955, hereby cancel the said
licence No. A 863296/60/AU M dt. 18- 1- 60
issued to the said Ms. Si nha Govindji,

Bel l ary.™
It will be noticed that the orders also did not 'state on
what ground the licences were cancell ed. The petitioner

conpl ai ned that the cancellation of the two |icences led the
Custons authorities to hold back the goods of the petitioner
which had already arrived ~at- port- and were awai ting
cl earance, resulting in heavy demurrage, etc.; but the rea
ground on which the petitioner challenges the t wo
cancellation orders is that (to quote the words of the
petition) "no real opportunity at all to show cause agai nst
the proposed cancellation was given to the —petitioner in
total disregard of the provisions of ¢l. 10 of the |Inports
(Control) Order, 1955". W may read here that cl ause.
"10. Applicant or licensee to be heard. No
action shall be taken under Clauses 7, 8 or 9
unl ess the licensee/inmporter has been given a
reasonabl e opportunity of being heard.”
On behalf of the respondents it has been stated that after
the issue of the two licences a letter dated February. 16,

1960, was received fromthe Director, Small . Industries
Service Institute, Bangalore, to the
545

effect that the petitioner had no machi nery and equi pment to
manufacture the relevant articles from the inmported raw
mat eri al . On receipt of this letter a joint investigation
was held by the Assistant Director of Industries, Bell,-try,
and t he Deputy Director, Snall, I ndustries Service
Institute, Hubli, and it was found at the time of inspection
that the petitioner firmhad no machinery and equi prrent at
the prem ses, nor did they possess any nunicipal licence or
factory licence. On July 2, 1960, the Chief Controller of
I mports & Exports wrote to the petitioner giving the above
information and asking the petitioner to show cause why
further issue of |licences should not be suspended under cl
8 of the Inports (Control) Order, 1955. W quote below the
rel evant extracts fromthis letter

dt .

27-5
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"CGent | eman,
I wite torefer to your letter dated the 21st My, 1960,
and 30th May, 1960, on the above subject, and to say that a
joint investigation conducted by the Deputy Director, Smal
Industries Service Institute, Hubli, and Assistant Director
of Industries, Government of Mysore, Bellary, reveal ed that
at the tinme of inspection of your firmby them no nachinery
and equi pnent existed in your prem ses and that you had no
Muni ci pal licences or Factory licence or Factory. In view
of this, it is clear that you had obtained the Essentiality
Certificate fromthe Director of Industries fraudulently and
by msrepresentation of facts and thereafter obtained the
licences in question by producing the said Certificate to
the Joint Controller of Inmports & Exports, Madras.
The above action on your part directly contravenes the
I mport Trade Control Regulations, within the meaning of
para. 6(vii) of Chapter V of the Inport Trade Control Hand
Book of Rul es and Procedure, 1956, read with clause 8(b) of
the Inports (Control) Oder No. 17/55 dated the 7th
December, 1955. 1n view of this, the request made by you in
the letters under reference cannot be acceded to.
69
546
On the other hand, you are called upon, under
clause 10 of the said Inports (Control) Order
1955, to show cause, within 15 (fifteen) days
fromthe date of receipt of this letter, as to
why ‘further issue of licences to you should
not be suspended, ‘under clause 8 of the said
I mports. (Control) Oder No. 17/55 dated the
7th Decenber, 1955, for _contravening the
I mport Trade Control Regul ations. If your
reply does not reach the undersigned  wthin
the stipulated period it wi'll be assuned that
you have no defence to urge in your favour and
this office will proceed to adjudicate action
agai nst you, wthout nmaking any further
reference to you."
The contention urged on behal f of the respondents is that
the letter dated July 2, 1960, stated the necessary ground
for the cancellation of the licences to the petitioner, and
as the petitioner furnished no sufficient —cause against
cancel l ation, the orders of cancellation were nade on August
3, 1960. The argunment on behal f of the respondentsis that
the provisions of cl. 10 of the Inmports (Control) Order
1955, have been sufficiently conplied with by reason of what
was stated in the letter of July 2, 1960.
On a careful consideration of the facts and circunstances as
stated in the affidavits of the parties we have cone to the
conclusion that the petitioner has had no reasonabl e
opportunity of being heard before the cancellation orders
were made on August 3, 1960. The cancellation orders are,
therefore, bad and nust be quashed. CQur reasons are the

fol | owi ng.

It is not disputed that the notice dated May 27, 1960, did
not state any ground for the proposed cancellation; it
nerely referred to cl. 9 without stating on which of t he
four grounds nentioned therein it was proposed to t ake
action. Naturally, the petitioner stated in its letter
dated May 30, 1960, that w thout know ng on what ground
the proposed cancellation was to be made, the petitioner

firm was not in a position to show cause. So far there is
no dispute between the parties, and it is not seriously
urged by the respondents that if the notice stood by itself,
it could be held to have given the petitioner a reasonable
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opportunity of being heard within the neaning of «cl. 10.

The respondents, however, rely on the letter dated July 2,
1960, in support of their contention that the petitioner has
had a reasonable opportunity of showi ng cause against the
cancel l ation of the two |icences.

On behalf of the petitioner it has been submitted, not
without justification, that the letter dated July 2, 1960,
related to a different matter, viz., the suspension of the

grant of further |I|icences under cl. 8 for which also a
reasonabl e opportunity to be heard had to be given to the
petitioner under cl. 10. In its operative part the letter
stated: "you are called upon to show cause, within 15 days
from the date of this |letter, as to why further issue of
licences to you should not be suspended under cl. 8". It,
therefore, related to proposed action under cl. 8. The

respondents, have, however, pointed out that the subject
matter ~of the letter as indicated therein referred to the
noti ces dated May 27, 1960, for cancellation of the |icences
and it also referred to the earlier, correspondence on the
same subject, viz., the petitioner’'s letters dated May 21

1960, and May 30, 1960; therefore, the, contention is that
the petitioner nust Know as a result of the reference to the
subj ect-matter and earlier correspondence that the grounds
given in the letter related to proposed action both wunder
cl. 8 and cl. 9, even though the operative portion related
to cl. 8 only. It is true that the contents of the letter
dated July 2, 1960, should be considered fromthe point of
view of substance rather than that of technical rules of
construction of statutory instruments. So considered, it is
difficult to hold that the letter asked the petitioner to

show cause against cancellation of its |licences, parti-
cularly in the [light of the contents of the subsequent
letters of the Department which would be referred to
presently. Even if we assune that it did so, what is the

position? Wthin 10 days of the receipt of the letter
(which was received by the petitioner on July 5, 1960) the
petitioner’'s solicitor asked for a copy of the /joint
investigation proceeding and the report submitted as a
result thereof The letter al so asked for

548
other relevant docunents in order to enable the petitioner
to show cause. It said that the petitioner would show cause

as soon as the rel evant docunents were received and it also
said that 6. personal hearing would be asked for and prayed

that in the neantime no further action should be taken. No
reply was given by the respondents to the aforesaid letter
of the petitioner’s solicitor till August 6, 1960, that is,

three days after the cancellation orders had been nade. The
petitioner was not given a copy of the report of the
investigation till as nmuch later date, nor was -any in-
formation given to the petitioner that the copy woul d not be
avai |l abl e and the petitioner nmust show cause at once. ‘As a
matter of fact the petitioner was told nothing in reply to
the letter dated July 15, 1960, till three days after the
cancel | ation orders had been nmade. 'the cancellation orders
bl andly stated that no cause had been shown, when in fact
the petitioner had specifically asked for an opportunity to
show cause. By their letter dated August 6, 1960, the
respondents said that the matter would be considered on
receipt of a letter of authority from the solicitor in
proper formand on stanped paper, without stating that in
the neantinme cancellation order, had been nmade. without
waiting for any explanation. on August 10, 1960, the
solicitor submitted a witten authority, saying that it was
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unnecessary to (,all for it arid that the two |icences had
been cancelled arbitrarily and wi thout giving the petitioner
an opportunity of being heard. The correspondence, then
continued with regard to the proposed action under cl. 8 and
the petitioner challenged the correctness of the report of
the joint investigation proceeding on many essentia
particulars including the all eged absence of machinery arid
equi pnent . It, is not necessary to enter into details of
that correspondence, because the proposed action under cl. 8
is not the subject-matter of the present proceeding. It is
enough to state that from what happened after the receipt of
the letter dated July 2, 1960, it is abundantly clear that
the petitioner has bad no real opportunity of being heard
with regard to the ground alleged in the letter, before the
cancel | ation orders were nmade
549

on August 3, 1960. There was, in our opinion, a clear
violation of the requirement of cl. 10, which enbodies the
principles of natural justice. ~The cancellation orders are,

therefore, ~bad -and nust be quashed. W allow the wit
petitions-and order accordingly.” The petitioner is entitled
to its costs; there will be one rearing fee.

Petitions all owed.




