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ACT:

Payment of Bonus Act, 1965 section 32(iv), scope of
Whet her the Canteen Stores Departnment (lndia) under the
Mnistry of Defence /is an "establishment"  engaged in any
industry carried on by or under the authority of any
Department of the Central CGovernnent and therefore, covered
by the provisions of section 32(iv) of the Act.

HEADNOTE

Prior to July 1, 1942, canteen facilities had been
provided to the armed forces of the country by a conpany
known as "Canteen Contractors’ Syndicate". On June 13, 1942
the defence departnent took over the business of 'the said
conpany and it was run by the Governnent of |ndia‘under the
title and nane "Canteen Stores Departnment". After partition
of the country, the Canteen Stores Departnent of undivided
I ndia was wound up and its termnal profits were distributed
between India and Pakistan and India’s share forned the
working capital for the Canteen Stores Departnent (India),
which was formally inaugurated as a "Government of India
Undertaking" for a period of three years in the first
i nstance commencing fromJanuary 1, 1948.  The recruitnent
rules for the various categories of services of the Canteen
Stores Department (India) were notified by the president by
the Mnistry of Defence letter dated June 28, 1973. By
another letter dated January 28, 1969, CGovernnent orders as
applicable to defence (Cvilians) were nade applicable to
the Canteen Stores Departnent (lndia) enployees in toto
automatically fromthe date of their applications to Defence
(Gvilians). Canteen Stores Departnent (India) was allowed
to tender nilitary credit notes for paynment of railway
freight by the Government of India (Mnistry of Railways)
Menor andum dat ed February 28, 1971 addressed to the Mnistry
of defence. Wen the question of applicability of section
32(iv) of the Paynment of Bonus Act, 1965 cane up before the
Di vi sion Bench of the H gh Court of Bombay, the H gh Court
hel d that the exenption provided in that section is
attracted inasnmuch as the Canteen Stores Department is an
establ i shnent engaged in an industry carried on by or under
the authority of a department of a Central Government. Hence
the appeal by special |eave.
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Di sm ssing the appeal, the Court,
N

HELD: In the light of all the facts pertaining to the
hi story, organizational structure, exercise of functiona
control by Government authorities and the special nature of
service rendered by the Canteen Stores Departnent (India) to
the defence forces of the country, it is an "establishnent"
engaged in an industry carried on by or under the authority
of a department of the Central Governnent nanely, the
M nistry of Defence. [826 C E]

Rashtriya MII Mazdoor Sangh, Nagpur v. The Mode
M1lls, Nagpur and Anr., [1985] 1 S.C.R 751 applied.

JUDGVENT:

CIVI'L APPELLATE JURI SDICTION : Civil Appeal No. 484 of
975.

Fromthe Judgnent and Order dated 25.6.1973 of the
Bonbay High Court in Special Cvil Appln. No. 1189 of 1968.

Jitendra Sharma for the Appellant.

MS. @ijaral, GD @pta and RN Poddar for the
Respondent s.

The Judgrment of the Court was delivered by

BALAKRI SHNA ERADI, J. In this appeal by special |eave
agai nst the judgnent of a Division Bench of the Hi gh Court
of  Bombay, the ‘only guestion raised is  whether the
provi sions of the Payment of Bonus Act, 1965 (hereinafter
called the ’'Act’) are -applicable to the enployees of the
Canteen Stores Departnent. The answer to this question will
depend upon whether the Canteen Stores Departnent. is an
"establishnent’ engaged in any industry carried on by or
under the authority of any departrment of the Centra
Governnent; that is because Section 32(iv) of the Act |ays
down that "Nothing in this Act shall apply to - enployees
enpl oyed by an establishment engaged in any industry carried
on by or under the authority of  any department of the
Central Covernnent or a State CGovernment or a |loca
authority." In the judgnent under appeal, the H gh Court has
held that the exenption provided for - in Section 32(iv) is
attracted inasmuch as the Canteen Stores Departnent is an
establ i shnment engaged in any industry carried on by or under
the authority of a departnent of the Central Governnent. The
correctness of the said conclusion recorded by the  High
Court is assailed by the appellant in this appeal
824

After bestow ng our careful consideration to. al
aspects of the case we are clearly of opinion that the view
taken by the High Court is perfectly correct and that this
appeal has only to be dismissed. That the Canteen Stores
Department is engaged in an industry is not in dispute
before us and the sole question is whether the said industry
is carried on by or under the authority of any departnment of
the Central Government. For a determination of the said
guestion one has to examne inter alia the history, origin
and organi sational structure of the establishment, which are
the authorities exercising financial, admnistrative and
executive control over it and the rules that govern its
functi oni ng.

The High Court has in its judgnent set out in elaborate

detail all the relevant facts pertaining to the origin and
devel opnent of this Departnent right from the period of
Second World War up till the present time. It is unnecessary

for us to recapitulate in this judgnment all those materials
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in full. However, we shall refer to certain salient features
emerging from the record produced in the case which
according to wus conclusively go to show that the Canteen
Stores Department is an establishnent engaged in an industry
carried on by or under the authority of a departnent of the
Central Covernment.

Prior to July 1, 1942, canteen facilities had been
provided to the arnmed forces of the country by a conpany
known as "Canteen Contractors’ Syndicate." By a Notification
(Annexure 'A') dated June 13, 1942 published by the Defence
Department in the Gazette of India, the business of the said
conpany was taken over by the Governnent of India and it was
to be run by the Governnent under the nanme "The Canteen
Stores Departnent."” As and fromthe date of taking over i.e.
July 1, 1942, the Governnment assuned control of the
conpany’s business and undertook to nmeet all liabilities of
the conpany as existed on the date of the taking over. This
was how the Canteen Stores Department cane into being and it
was continuing to function as such up till the date of the
partition of the country. After partition of the country,
the Canteen Stores Departnent —of undivided India was wound
up and its termnal profits-were distributed between India
and Pakistan and India's share fornmed the working capita
for the Canteen Stores Departnent (India). By a letter dated
Decenmber 19, 1947 issued by the Mnistry of Defence,
Government of Indiato the Quartermaster General (India)
sanction of the  Governor Ceneral ~was conveyed to the
i nauguration of Canteen Stores Department (India) as a
"Governnent Undertaking” for a period of three years in the
first instance comrencing fromJanuary 1, 1948. The Services
were to conprise: -

825
(i) Canteen Services (India) Board of Control
(ii) Canteen Section as a part-of QCoord in QVG s
Branch Arny Headquarters (India).

(iii) Canteen Stores Departnent (India).
The duties and functions of the(three bodies were 'to be as
set out in the Annexure to the said |letter. Subsequently, by
another letter dated Cctober 27, 1950, the sanction of the
Presi dent was conveyed to the continuance of ~ Canteen
Services (India) inclusive the Canteen Stores -Department
(I'ndia) as a Governnent of India Undertaking to function
under the control of the Mnistry of Defence.

A Study Goup appears to have been constituted to
exam ne the organisational set up of the Canteen Stores
Department (India) and based on the recomrendati ons of the
said Study G oup, Canteen Services (India) was reorganized
and besides the three w ngs nentioned earlier an Executive
Conmittee of the Board of Control was also set up by the
letter dated April 17, 1969 issued by the Governnent of
India, Mnistry of Defence to the Chief of the Arny Staff.
Detailed instructions regarding the policy to be pursued in
regard to procurenent, storage, distribution, disposal of
stores and fixation of wholesale and retail prices were
i ssued by the Governnent of India to the Chief of the Arny
Staff by the letter (Annexure 'E'), dated August 29, 1969
and it was as per these instructions that the Canteen Stores
Department was carrying on its activities. It is noteworthy
that this letter was issued with the concurrence of the
Mnistry of Finance (Defence) and this is specifically
stated in the | ast paragraph thereof.

By the notification (Annexure 'F') dated February 1,
1966, issued by the Mnistry of Lawin exercise of the
powers conferred by clause (1) of Article 299 of the
Constitution, various Oficers of the Canteen Stores
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Departnent (India) designated therein were authorised to
enter into contracts on behalf of the President of India.
The Notification states that contracts for |ocal purchases
could be entered into by t he Chai r man Boar d of
Admi ni stration and that contracts and deeds relating to
supply or purchase for the Canteen Stores Departnent (India)
and | eases of lands and buil dings bel onging to a departnent
could also be executed by the Chai r man Boar d of
Admi ni stration.

The recruitnent rules for the various categories of
services of the Canteen Stores Department (India) were
notified
826
by the President by the Mnistry of Defence letter dated
June 28, 1973 - Annexure 'G. By the letter dated January
28, 1969, addressed by the Arny Headquarters to the
Chai rman, Board of “Admi ni'stration, Canteen Stores Departnent
(I'ndia), it was intimated that Governnment orders as
applicable to Defence (Cvilians) should be nade applicable
to the '‘Canteen Stores Departnent (India) enployees in
automatically fromthe date of their applications to Defence
(Gvilians). That the Government had conplete control over
the surplus generated by the department and that it could be
distributed only with the sanction of the President is clear
fromthe letter dated January 9, 1975 - Annexure '|’ issued
by the Mnistry of /Defence to the Chief of the Arny Staff.
The canteen Stores Departnent (India) was allowed to tender
mlitary credit notes for payment of railway freight by the
Government of India (Mnistry of Railways) Menorandum dated
February 20, 1971 addressed to the Mnistry of Defence.

In the light of all these facts pertaining to the
hi story, organisational structure, exercise of functiona
control by Governnental authorities ~and the special nature
of service rendered by it to the Defence forces 'of the
country, we have no hesitationto hold that the Hi gh Court
was clearly right in holding that the Canteen Stores
Departnment (India) is an ’'establishment’ engaged in an
i ndustry carried on by or under the authority /of a
department of the Central CGovernment nanely, the M nistry of
Def ence.

The scope of the expression "establishnent engaged in
any industry carried on by or under the —authority of any
departrment of the Central Governnent or State Government or
local authority" occurring in Section 32(iv) -has been
explained in a recent decision of this Court in Rashtriya
M 1| Mazdoor Sangh, Nagpur v. The Model M11s, Nagpur and
Anr., [1985] 1 S.C R 751, to which judgnment tw of us
(Eradi J. and Khalid J.) were parties. On an application of
the interpretation given to the expression in that judgnent,
the present case clearly falls within the scope of  Section
32 (iv) of the Act in view of the special and exclusive
nature of the service rendered by the Canteen Stores
Department (India) to the defence personnel for  which
purpose alone the "Industry” is being carried on by the
est abl i shment .

We accordingly, confirmthe judgment of the Hi gh Court
and dismss this appeal. There will be no order as to costs.
S R Appeal dism ssed
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