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PETI TI ONER
H MACHAL PRADESH MARKETI NGBOARD AND OTHERS

Vs.

RESPONDENT:
SHANKAR TRADI NG COMPANYPVT. LTD. AND OTHERS

DATE OF JUDGVENT: 04/ 09/ 1996

BENCH:
RAY, G N. (J)
BENCH:

RAY, G N. (J)
NANAVATI G T. (J)

ACT:

HEADNOTE:

JUDGVENT:
JUDGMENT
G N. Ray. J.

Leave granted. Heard |earned counsel for the parties.

The questions raised for decisionin the appeal are as
to whether the respondents Nos. 1 to 3 who purchased
khai rwood and processed the same-and manufactured ‘katha
are ‘producers’within the nmeaning of the H nachal Pradesh
Agricul tural Produce Marketing Act [hereinafter referred to
as Marketing Act] and whether the said respondents are al so
‘dealers’within the neaning of  the Marketing Act and
therefore they are required to obtain licence for their
trading activities under the said Marketing Act.

The respondent No. 1. Shanker Trading Co. Pvt. Ltd., is a
private limted conpany which has established its sal e depot
at Uha whichis wthinthe jurisdiction of the Marketing
Commttee at Una within the State of H machal Pradesh. The
respondents purchased khairwood and processed the said
khai rwood by subjecting the wood to various physical and
chemi cal processes and converted the khairwood in to
‘kat ha’ . The appellant No. 1, H machal Pradesh Marketing
Board, and the appellant No.2, Marketing Commttee, / Una,
constituted by the H machal Pradesh Marketing Board under
the Marketing Act, required the respondent No.1l  Shanker
Trading Co. Pvt. Ltd., to obtain licence and pay the
requisite market fee @ 1% on the sale of katha which are
processed by the said respondent during the marketing year.
The said demand for obtaining licence and to pay the
requisite nmarket fee was nmade on the footing that the
respondents who produce katha are ‘manufacturers’ and as
they al so act as dealers of ‘katha under the Marketing Act,
they were required to obtain licence for the trading
activities within the market area and to pay the requisite
mar ket fee for such trading activity.

The respondents Nos.1 to 3 challenged the appellants
denmand for |evy of narket fee and also the direction of the
appel  ants asking the respondents to obtain |icence under
the Marketing Act in the High Court of H machal Pradesh by
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filinga wit Petition being wit Petition No. 238 of 1989.
The said respondents contended that they were manufacturers
of katha from khairwood. Accordingly, they were not
producers. In any event, the producers selling their
manuf act ured products which is also and agricul tural produce
are not required to obtain a licence under the Marketing Act
either for the purpose of producing or for selling. The
appel | ants contest ed the said wit Petition by filing a
counter to the wit Petition. It was contended inter alia
by the appellants that Section 2 [h] of the said Marketing
Act only protects actual producers like the farners but such
protection was not extended to the conpanies like the
responded No. 1. It was further contended that the purpose
of exenmption of the ‘producers’within the neaning of the
Marketing Act was that - such farmers who were producers of
agricultural produce w thin the meaning of the Marketing Act
were not requiredto obtain any licence for the purpose of
selling their own agricultural | produce but the persons who
purchase the raw naterial from outside and produce and
product from such raw materials are not exenpted from
obtaining the 1icence under the Marketing Act. The farners
who manufacture their —agricultural produce but no such
exenption is available to a non agriculturist engaged in the
manuf acture of end product fromthe agricultural produce.

The said Wit Petition was, however, allowed by the
i mpugned judgnent dated Novenmber 30, 1994.. The H gh Court
inter alia has cone to the findingthat the nmanufacturing
processes required  to be undertaken for obtaining the end
product katha fromthe khairwod as alleged in the wit
petition shoul d be accepted in the absence of indicating any
ot her process by the respondents in the Wit Petition [the
appel l ants herein] for obtaining the end product katha from
t he khai rwood. The High Court has indicated that katha is
not grown and produced in the farnms or by any agricultura
process. Though it is obtained fromkhairwod grown in the
farns but wthout resorting to manufacturing processes, the
end product katha cannot be obtained fromthe khai rwood. The
Hi gh Court has held that in view of such nanufacturing
process. the nanufacturers of a forest produce as defined in
Section 2 [h] of the Marketing Act are not deal ers of katha
wi thin the neaning of Section 2[1] of the Mrketing Act.

The High Court has held that the distinction between
the producer and the dealer is that a producer grows,
manuf actures, rears or producers or manufacture the
agricultural produce besides disposing of-the ‘sane but a
deal er only sets up or establishes a place for such purchase
or storage or processing of agricultural produce: A dealer
does not produce ‘agricultural produce’ . Accordingly, the
wit petitioners cannot be held dealers within the neaning
of Section 2 [1] of the Marketing Act. The H gh Court has
further held that the Wit Petitioners are not deal ers out
in fact producers of katha and Section 4 [3] of the

Marketing Act is not attracted. Hence, they are not
required to take any |icence under the Marketing Act. The
Hi gh Court has further held that as the wit petitioners-are
not required to obtain any licence. Section 21 of the

Marketing Act is also not attracted and the wit petitioners
therefore are not required to pay narket fee wunder the
provisions of Section 21 of the Marketing Act. The
direction of the respondents in the wit petition requiring
the wit petitioners to obtain a licence and to pay narket
fee, therefore, cannot be sustained. Such directions were,
therfore, quashed by the High Court. |In the inmpugned order

the Hgh Court has restrained the appellants fromrequiring
the wit petitioners fromtaking licence or paying fee under
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the Marketing Act.
ampunt of fee, if
Petitioners.

The High Court has further directed that
col l ected, would be refunded to the Wit

It will be appropriate at this stage to refer to sone
of the provisions of the Marketing Act: -

2 [a] "Agricultural produce" neans

all produce whether processed or

not, of agricultural, horticulture,

ani mal  husbandry

or forest as

specified in the schedule to this

Act .

2 [Db] "producer”
nor nal course of
avocation, grows,
rears or produces,

who, in hi s

nmeans a person

manuf act ur es,
as the case nmay

be, agricultural pr oduce
personal Iy, through tenants or

ot herw se, but

does not include a

person who works as a dealer or a

broker-or who is
firmof dealers or
ot herwi se engaged

of di sposa
agricul tural

a partner of a
brokers or- is
in the business
st or age of

pr oduce ot her than

that grown, manufactured, reared,
or produced by hinself, through his

tenants or

guestion arises

ot herw se. It a
as to whether any

person is a producer or not for the
purposes of this Act, the decision
of the Deputy Conm ssioner of the

district in
carries on

pr of essi on shal
Provi ded t hat
be disqualified
producer nerely
he is a menber

soci ety:

2 [i] "deal er"
who, wthin the

area, sets

whi ch t he per son

busi ness or

be final

no person shal
from  being a

on the ground that
of a co-operative

nmeans any person

notified market
est abl i shes or

continues or allows to be continued

any place for the

st orage or

pur chase, sal e,

processi ng of

agricultural produce notified under

sub-section [1]
pur chases, sel |l s,
such

processes
produce:
4 [3] After

shal |, either

behal f of anot her
Government within
set up, establish or

mar ket area

Section 4 or
stores or
agricul tural

the date of issue of
such notification
| ater date as
therein, no person,
by rules franed

or from such

may be specified

unl ess exenpt ed

under this Act,

himself or on

person, or of the

t he notified

continue or allowto be set up

est abl i shed or

for the purchase,

processi ng of

conti nued any pl ace
sal e, storage and
t he agricul tural

produce so notified, or purchase,

sel |, store

process such
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agricultural produce except under a
licence granted in accordance with
the provision of this Act, the
rules and bye-laws nmade t hereunder
and the conditions specified in the
l'icence:

Provided that a |licence shal
not be required by a producer who
sells himself or through a bonafide
agent, not being a conmi ssi on
agent, his own agricultural produce
or the agricultural produce of his
tenants on their behalf or by a

per son who pur chases any
agricul tural produce for hi s
private use

21. The market committee shal

l evy, on ad-val orem basis, fees on

agricul tural produce bought or sold

by l'icensees in the notified narket

area-at the rate not exceedi ng one

rupee for every one hundred rupees

as may be fixed by the Board:

Provi ded t hat -

[ a] no fee /'shall be leviable in

respect of any transaction in which

del i very of t he agricul tural

produce bought or sold is not

actual ly made; and

[ b] a fee shall be leviable only

on the parties toa transaction in

whi ch delivery is actually nmade.

M.E C Aggarwala, |earned counsel appearing for the
appel l ants, narely, H machal Pradesh Marketing Board and the
Marketing Conmittee, Una, ‘has contended that the wit
petitioners-respondents cannot claim exenption from
obtaining s licence under the said Marketing Act or from
paying levy for trading in katha wthin the nmarket area,
Una, as notified under the Marketing Act. M. Aggarwal a
has contended that the wit petitioners-respondents are not
admttedly farmers or growers of agricultural produce. It
is not the case of the said respondents that they -sel
within the nmarket area their own agricultural produce which
as farmer they grow. Admittedly, the said respondents
pur chase khai rwood which are agricultural produce within the
nmeani ng of the Marketing Act and then subject such
agricultural produce to the manufacturing processes for
obtaining the and product *katha'. According to. M.
Aggarwal a, the ‘producer’ as defined in Section 2 [h] of the
Marketing Act neans a person who nanufacture agricultura
produce personally but it does not include AA farmor a
conpany or other persons engaged in the business of disposal
of such agricultural produce after processing, when they do
not grow the agricultural produce subjected to manufacturing
process for obtaining the end product. It has been
submitted by M. Aggarwala that the Marketing Act has been
enacted to ensure that the actual growers of agricultura
produce as defined in the Act get a fair price of such
agricultural produce wi t hout being expl oited by t he
m ddl eman or traders by selling such agricultural produce in
the regulated market constituted wunder the Marketing Act.
The said Marketing Act is not intended to give exenption to
the dealers of agricultural produce or the manufacturers of
end products obtained from the agricultural produce not
grown by the farnmers.
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M. Aggarwal a has also contended that, in any event,
the said wit petitioners nust be held to be as ‘deal ers’
within the neaning of Section 2 [i] of the Marketing Act
because they have established or set up a place of business
within the market area as notified under the Marketing Act
where the said wit petitioners purchase, sale, store and
process agricultural produce and also the end products
obtai ned from such agricultural produce. M. Aggarwal a has
submitted that ‘katha’ is adnittedly processed from the

khai r wood. The said ‘katha’ is therefore an agricultura
produce within the nmeaning of Section 2 [a] as specified in
the Schedule 1 of the Marketing Act. M. Aggarwal a has

further subnitted that the expression process has been used
inthe definition of agricultural produce and also in the
definition of‘dealer, but such expression as process of
agricultural produce has not been used in the definition of
‘ produce’ . Processi ng of goods has not al so been brought
within the purview of” provisoto Section 4 [3] of the
Mar ket i ng 'Act -al t hough in Section 4 [3] the word process has
been used.

M. Aggarwal a has subnitted that the expression

processing used in the proviso to sub-section [3] does not
envi sage that the person who processes the goods for getting
and product Ilike the wit petitioners are exenpted fromthe
obligation of obtaining |icence under the WMarketing Act.
M. Aggarwal a has al'so submtted that the wit petitioners
after, manufacturing katha from the khairwood . sell such
manuf actured product « in the nmarket area. Accordingly, the
said wit petitioners nust be held to be deal ers of the said
end product katha even if the -said end product has been
manuf actured by the said dealers from khairwood.
M. Aggarwal a has al so subnitted that is an agriculturist is
engaged i n the business of disposing of his own agricultura
produce, he ceases to be an agricultural producer. In
support of such contention, M. Aggarwal a has referred to a
decision of this Court in Ranesh Chandra Vs. State of U P.
(1980 [3] SCR 104).

M. Aggarwala has lastly contended that ‘the wit
petitioners are not exenpted from the obligation of
obtaining licence for the purpose of selling the said katha
in the market area because conpany or associ ati on-of persons
are not exenpted under the Marketing Act: only the
i ndi vidual agricultural producer gets such exenption if he
sells his own produce. M. Aggarwala has, therefore,
submtted that the inmpugned decision of the High Court is
not sustai nabl e and should be set aside.

M.P.P. Rao, | earned counsel appearing for t he
respondents Nos.1l to 3. has disputed the contentions made by
M. Aggarwal a. It has been contended by M. Rao that the

Mar keti ng Act exenpts producer of the specified agricultura
produce from the liability to obtain a licence and to pay
mar ket fee in respect of the transactions effected
pertaining to such produce. Kat ha is a specified
agricul tural produce. It is made out of Kkhairwood. The
respondents manufacture katha and sell the sane outside the
State of Hi nachal Pradesh. The said respondents are al so
not storing katha so as to render such producers liable to
be treated as dealers. M. Rao has submitted that the High
Court, in the facts of the case, has considered this aspect
and has held that the respondents are not deal ers.

M. Rao has also submtted that the definitions of producer
and dealer nmke it quite clear that a dealer is one who do
not carry on the manuf acturing activities and whose
incidental activity of processing is in a mninmal sense of
rendering the article fit for sale or use or consunption.
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Such activity does not amount to or is equated with the
activities of a producer. Manufacturing of katha is a
conpl ete process involving several stages. The respondents
do nore than nmere processing of khairwood and they do not
purchase katha, as such, fromthe narkets situated in the
H machal Pradesh fromout of khairwood. Hence, the said
respondents are not deal ers.

M. Rao has also contended that the appellants are
attenpting to treat the respondent No.1 Conpany as processor
of kat ha. Such attenpt is nade on the assunption that the
said conmpany processes katha which is an agricultura
produce and accordingly they fall within the definition of
deal er because the respondents are alleged to have set up a
place for sale and storage of katha. M. Rao has submtted
that such approach as nade by the appellants, is clearly
contrary to and not ~supported by the express terns of
various provisions-of the Marketing Act and the Rules framed
t her eunder.. In"this connection, attention of the Court was
drawn to the definition of ‘Agricultural Produce [Section 2
[a]], ‘Dealer’ [Section 2 [i]], ‘Producer’[Section 2 [h]],
Conmi ssion Agent’ [Rule 2 [iv] of the Rules framed under the

Marketing Act]. ‘“Seller” [Rule 2 [xiii]], and the provision
relating to exenption [Section 4 [3]. ‘Market fee’ to be
levied [Section 21]], and Rule 80 [7] .dealing wth the
nmeani ng of terns ‘bought and sold . M. Rao has submtted

that the harnoni ous reading of the said provisions indicates
that the definition of producer relates to-and include al

those who nanufacture or process any of ‘the specified
agricul tural produce. The proviso to sub-section [3] of
Section 4 of the Marketing Act ~ exenpts the producer who
sells his own agricultural produce which -includes an
agricultural produce as such or in the processed form It
has been contended by M. Rao that by no stretch of
reasoni ng, a manuf acturer or producer of agricultura
produce [a scheduled itenml can be treated as a nmere
processor of an agricultural produce since the definition of
producer includes those who manufacture the produce which

covers all activities of processi ng. Any ot her
interpretation of manufacturer or . producer of agricultura
produce will ampunt to re-witing the provisions of the

Mar keting Act and such re-writing is not permnissible.

M. Rao has also submitted that the definition of
deal er neans those persons who nerely undertake or engage in
the activities of purchase, storage and sale wthin the
mar ket ar ea. The respondent No.1 Conpany nanufact ur e kat ha
from khai rwod and the end product so obtained being the
scheduled item i.e. agricultural produce is disposed of by
the conpany itself. It is not the case that the respondent
No. 1 Conpany purchases katha for storage and then sells the
sane within the market area. It is also not the case that
the respondent No. 1 Conpany purchases katha  for re-
processing for its storage and sale. M. Rao has submitted
that in the aforesaid facts, it is quite evident that the
respondents are outside the purview of the Marketing Act
like any other agriculturist.

It has been contended by M. Rao that a legislation
whi ch inmposes tax on levy nmust be construed strictly. M.
Rao has also submitted that the stand taken by the
appel l ants that the katha is not produced by the respondent
conpany out is obtained only by processing khairwod. It
al so not factually correct. M. Rao has submtted that katha
is obtained from khairwod as a result of series of
manuf acturing activities. It is not nerely a matter of
processi ng of khai rwood. ‘ Khai rwood’ and‘ Katha' are not
only distinct conmmrercial conmodities but they are different
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in physical and chemical properties as well as their
respective and use. The manufacturing process leading to
the and product katha has been clearly indicated in

paragraph 8 of the Wit Petition to the follow ng effect:-

Par a 8: Kat ha [ Cat echu] is
extracted from wood of trees known
as khair [ Acacia Catechd/ Acacia
Sundr a] . Khair trees are grown in
forest and in fact these trees and
their wood can be termed as
agriculture produce for the purpose
of agriculture produce for the
purpose of the definition of the
Act . Standi ng khair trees in the
formof wood becone the essentia
and basic raw nmaterial. for the
manuf acture of katha [Catechu].

The said wood is not used and
utili'sed for _the manufacturing of
forest nedicines. In order to

obt ain katha [Catechu], khair wood
is processed into various physica
and chemical processes to obtain
the end product kat ha.

Par a 9: The nmet hod of
manuf act uri ng process for t he
manuf act ure of kat ha

[Catechu] is as foll ows:

[ a] Long | ogs of khairwood are
converted into small logs in saw
mills.

[ b] in order to renobve the dark

and sad wood either manual process
is adopted or khair |ogs are peal ed
through peal i ng nmachi ne.

[c] The khair wood so pealed is
known as heart wood.

[ d] Heart wood is again converted
in small pieces in sawmll.

[ €] Smal|l pieces of wood are
converted into smal | chips in
chi ppi ng machi ne.

[f] Standard size chips are
renoved/ separated from add size
chi ps.

[ 0] add size chips are converted
into st andard chi ps in

Di si nt egrator machi ne.

[h] Standard size chips are boiled
in closed vats.

[i] not her liquor so obtained is
concentrated in Pan with steam

[j] Thick liquor obtained is
al | owed for fernmentation with
treatnment with chem cal s.

[ k] The fermentation nmaterial is
allowed to cool in cold storage.
Cold storage are operated with the
hel d of Conpressor and other allied
machi nery. This process is known as
crystallization.

[1] The crystalized naterial is
allowed to filter through Hydraulic
Press and/or vacuumfilter press to
obtain paste and also remove the
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cutch [Tannin].
[ M Filtered product is converted

into small blocks wth help of
machi ne or manual ly.
[ n] Smal|l bl ocks are converted

into tablets of different sizes.

These tablets so obtai ned are

allowed to dry in Drying Chanber.

Drying Chanmber is operated wth

hi mi difier and ot her machinery.

[0] Dry product is known as kat ha.

M. Rao has also submitted that there is a clear
di stinction between the producer and dealer. There is also
the distinction between the activity of manufacturing and
the activity or processing. The Marketing Act does not
define process, processing and processor. M. Rao has
subm tted that he fundamental principle of interoretation of
statutes is that the statute is to be expounded to the
intention that: make the statute nmeaningful and purposeful.
In support ~of this contention, M. Rao has relied on the
decision of this Court made in The Comm ssioner of |ncone
Tax, Madhya Pradesh and Bhopal Vs. Sodra Devi [1958 SCR 1].
M. Rao has submitted that if the meaning of manufacture or
manuf acturing is taken as excluding process or processing.
It would lead to /'repugnancy with a consequence result that
the construction of word manufacture as processi ng woul d be
arbitrary and nischievous. M. Rao has also subnitted that
the High Court. In'the inpugned decision, has rightly held
that the necessary distinction between the producer and the
dealer is that a producer al so grows, nmanufactures. rears or
produces the notified agricultural produce besi des disposing
of the sanme but the dealer only sets or establishes a place
for purchase, sale or storage or processing of agricultural
produce. M. Rao has subnmitted that a dealer does not
produce agricul tural produce. In this connecting, he has
referred to a decision of this Court in State of MP. Vs.
Hardeo [AIR 1994 SC 2538]. M. Rao has further submtted
that the words "processed or otherw se" wused in‘'Section 2
[a] dealing with the definition of agricultural produce has
not been used in the context as being projected by the
appel | ant s. He has submitted that series of action
contenmplated in manufacturing an item does not exclude the
series of action contenplated in processing the sane item
before it is used as a raw nmaterial in manufacturing.
Manuf acture includes any process incidental or ancillary to
conpl etion of manufacturing a product. M. ~Rao has also
submitted that the word "process"” used in Section 2 [a] has
to be interpreted in the light of Section 2 [h] in_ the
context in which the said word appears in Section 3 [a].
M. Rao has also submitted that the word process has to be
assigned its natural neaning i.e. an item subjected to such
handling treatment to make it fit for use or consunption of
an item as it is. The Dictionary neaning of the word
"storage" is to keep goods in godown/warehouse for charges.
It cannot be held that a person by keeping a manufactured
itemno conpletion of manufacturing process undertaken by
himin the business premises till its sale is effected is
indulging in activity of carrying on an independent business
of storage. The Marketing Act does not deal w th charging
the market fee on storage of scheduled item by a
manuf acturer of such scheduled item The word "storage"
appearing in Section 2[i] dealing with definition of dealer
must be construed in the context of definition of "Godown
keeper". According to Section 2 [f], godown keeper is a
person other than a producer who stores the scheduled item
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inlieu of charges for sale. The storage of a schedul ed
itemis an i ndependent business activity per seis liable to
obtain a licence under Section 11 [2] read wth Rules

45, 46,63 and 63 of Rules franed under the Marketing Act.
Any other storage activity of a producer of agricultura
produce which is incidental to manufacturing/processing of
the said agricultural produce does not attract Section 4 of
the Act.

M. Rao has therefore subnmitted that the inpugned
j udgrment of the Hi gh Court does not require any interference
by this Court and the appeal should be disnissed.

After giving our careful consideration to the facts of
the case and the contentions raised by the |earned counse
for the parties, it appears to us that the wit petitioner-
respondents cannot claimexenption fromthe requirenment of
obtaining licence for processing khai rwood for production of
katha within the specified ‘market’ under the Mrketing Act,
which are ultimately sold by them

‘Kat ha’ has been included as an agricultural produce by
the anendnent of the Schedule to the Marketing Act on March
2,1987. It a farmer growing ‘khairwood” in his farm
undert akes the manufacturing processes as indicated by the
wit petitioners and obtains the end product ‘katha and
then stores the sane for selling within the specified market
under the Marketing Act and ultimately sells the katha,
there woul d have been no necessity for such farner to obtain
licence for such storing and selling katha.

Under the schene of the Marketing Act, it is only the
actual producer of ‘an ‘agricultural produce’, ' obtained by
various activities of —agriculture, horticulture etc, as
indicated in Section 2 [a] of the Marketing “Act, who is
exenpted from the requirenment of obtaining a licence for
processing or storing his ‘agricultural produce’ in a place
within the specified market. Such producer is also not
liable to pay |levy under Section 21 of the Marketing Act if
he sells the “agricultural produce’ since grown or reared by
himafter processing. Al t hough * kat ha’ has been specified
as an ‘agricultural produce’ since grown or reared by him
after processing. Although ‘katha' has been specified as an
“agricultural produce’ after the anendnent of the Schedul e
to the Marketing Act, the wit petitioners are not producing
the said agricultural produce nanely katha by processing the
agricultural produce grown by themin their farm They, in
fact, are purchasi ng khai rwood an agricultural produce grown
by others and then subject such khairwod to various
physi cal and cheni cal processes for obtaining an end product
kat ha.

Sonme ‘agricultural produce’ which is obtained inits
natural form requires processing for being used as an' item
for consunpti on. Such processi ng nmay In sonme case, be
quite simple e.g. pulses fromthe grains. |n sone case, a
delicate processing is required entailing some physical and
chemical processing e.g. hide from the raw skin of an
ani mal .

Under the scheme of the Marketing Act, which is
primarily intended to benefit the actual growers of
“agricultural produce’, t he pr oducer or gr owner of
“agricultural produce’. even when required to undertake some
processi ng whether sinple or otherwise, of the natura
“agricultural produce to make it consunption worthy, does
not cease to be a producer of the ‘agricultural produce
because the natural produce even after being subjected to
processing, renains “agricultural produce’ within the
nmeani ng of section 2 [a] of the Marketing Act. That apart,
the definition of ‘producer wunder Section 2 [h] has taken
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care of such processing activity. So far as katha is
concerned, it is a scheduled agricultural produce. It wll,

therefore, be immterial if for obtaining katha from natura

agricultural produce as grown in the farm nanely khairwood,

some detail ed and delicate nmanufacturing processes are to be
undertaken. In our view in view of inclusion of ‘Katha as a
specified agricultural produce, there is no scope to contend
that katha is not such an agricultural produce which may be
obtained from the khairwood after sonme processing as
conmonl y under st ood, but katha can be obtai ned by subjecting
the natural produce khairwod to a series of delicate
physi cal and chem cal processing and the end product ‘katha

has not only a distinct identity but has also physica

characteristic and chemical conposition, different from
khai rwood so that a farmer producing katha from khairwood
grown by himdoes not get the benefit which a farner or
grower would have otherwi se got under the Marketing Act.

The fine distinction  between 'sinple processing to nake
natural agricul tural produce  fit for consunption and
del i cat e ‘'manuf acturing process required for obtaining katha,

a conpl etely separate and product as ought to be nade by the
wit petitioners cannot be accepted because of inclusion of
katha in the schedul e:

The wit petitioners even though are produci ng katha a
speci fied agricul tural produce by processing khai rwod, a
natural product grown in the farm in our view, cannot claim
exenption from the requirenent of obtaining-a |icence under
Section 4 [3] and paynent of |evy under Section 21 because
they thenselves have not grown the khairwod but have
purchased the agricultural produce khai rwood grown by ot hers
and then processed the sanmeto obtain katha -even though
katha itself is a specified agricultural produce.

Under the Schene of the Act,  primary agricultura
produce as obtained in the natural process of agriculture,
horticulture pisciculture poultry, —cattle breeding etc.
VWhen processed by growers of such agricultural produce to
make it consunption worthy and  for such processing of
growers own produce, it is stored within a specified narket
and processed in such area and ultimtely the processed item
is sold by the grower of such produce, the grower is
entitled to exenption from the requirenent of  obtaining
Iicence for storing and processing and selling such produce,
and paying levy for such activities taken wthin the
speci fied market.

Despite the niceties of argunents nade on behal f of the
wit petitioners-respondents, it appears to us that as the
wit petitioners do no fulfil the basic requirenent of being
growers of khairwood, an agricultural produce, to be grown
inthe farmby the agricultural activity contenpl ated under
Section 2 [a] of the Marketing Act, they cannot /claim
exenption from the requirenent of obtaining |icence under
Section 4 [3] of the Marketing Act for bringing or storing
khai rwood within the specified market for subjecting  such
khai rwood to processing for obtaining the end product Kkatha
for the purpose of selling such katha. For the sane reason
the wit petitioners cannot escape the liability of levy for
selling katha after processing khai rwood within the
speci fied market. The appeal is, therefore, allowed. The
i mpugned judgnent of the H gh Court 1is set aside. There
will do no order as to costs.




