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BENCH:
M B. Shah, S.N. Variava & B. N Agrawa

JUDGVENT:

Shah, J.
Leave granted.

Appel [ ant-Airports Authority of India has challenged the
j udgrment and order dated 27.7.2000 passed by the H gh Court of
Guwahati at Agartala in First Appeal No. 68 of 1995, whereby the
Court determ ned conmpensation for cutting of trees by applying the
mul tiplier of 18 years’ yield.

It is the contention of the | earned counsel for the appellant that
the inpugned order is against the law laid down by this Court in State
of Haryana v. Qurcharan Singh and Another [1995 Suppl (2) SCC
637] wherein this Court has held that under no circunstances, the
mul tiplier should be nmore than 8 years when the market value is
determnined on the basis of the yield fromthe trees or plantation

She has al so submitted that as such the entire award of

conpensation to the respondent is also illegal because by Notification
dated 15th March, 1979 issued by the Governnent of India, Mnistry

of Tourismand Civil Aviation, New Del hi in exercise of powers
conferred under Section 9A of the Aircraft Act, 1934 (22 of 1934),
respondents were directed that no building or structure should be
constructed or erected or no tree should be planted on the | and
specified therein which included the | and bel onging to the clai mants.
She further pointed out that after issuance of the said Notification
conpensation was paid for cutting the trees which were existing on

the land. Thereafter, similar Notification was issued on 5th January,
1988 for the sane purpose and the clai mants again cl ainmed

conpensation for cutting of trees planted by themon the specified
land. In our view, the aforesaid subm ssion does not require any
consideration as it was neither raised before the High Court nor it was
contended before the Arbitrator appointed by the Central Governnent.
Further, this Court has issued notice confined to the question

whet her nultiplier applied by the inmpugned order is justified in view
of the decision in Gurcharan Singh's case (supra). Hence, this

submi ssion is not required to be dealt with in this appeal

Therefore, only question iswhether the nmultiplier applied by
the High Court was justified? It is true that in the decision rendered
by this Court in GQurcharan Singh’'s case, it has been held that in
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cat ena of decisions rendered by this Court when the market value is
determ ned on the basis of the yield fromthe trees or plantation, 8
years’ multiplier would be appropriate nmultiplier

As against this, |earned counsel for the respondents-claimnts
submitted that this case does not call for any interference because
smal | amount is awarded to the claimants and in nunber of such
cases, this Court has refused to interfere. He referred to various
deci sions rendered by this Court including State of Madras v. Rev.

Br ot her Joseph [AIR 1973 SC 2463].

Before dealing with the contentions raised by the |earned

counsel for the parties, we would reiterate that capitalisation neans
the nmethod used to convert future benefits to present val ue by

di scounting such future benefit at an appropriate rate of return. It is
the process of converting the net income of a property into its
equi val ent capital value: Wile capitalising the incone, future

incone, its duration along with risk factor is to be taken into

consi deration.. Capitalising rate neans a designated rate of return

whi ch coverts net future benefits to capital value

It is settled law that in evaluating the market value of the

acquired property, namely, land and building or the land with fruit-
bearing trees standing thereon, value of both is to be determ ned not
as separate units but as one unit. Therefore, it would be open to the
Land Acquisition Officer or the Court either to assess the land with al
its advantages and fix the market value thereof on the basis of

conpar abl e sal e instances. 1In case where conparable sale instances
are not avail able and where there is reliable and acceptabl e evi dence
on record of the annual incone, market val ue could be assessed and

det erm ned on the basis of net annual income nultiplied by

appropriate nultiplier for its capitalization. In the case of fruit
bearing trees its net yield is to be taken-into consideration, that is to
say, by deducting expenses incurred for getting the yield and al so the
val ue of the tinber and expenses to cut and renmove the trees fromthe

| and. For capitalising the income, previously income fromthe gilt-
edged securities was the basis, but thereafter rate of interest in

nati onal i zed banks where deposits are quite safe is taken into

consi deration as proper basis. |If the interest rate in a nationalized
bank or other safe investments, on a long termfixed deposit, say is
10% and the yield fromthe trees p.a. is Rs.5,000/-, thenfor getting
the said incone, deposits of Rs.50,000/- would be required to be

made. Hence, the value of the said trees along with the | and can be
safely assessed as Rs.50,000/-. 1In the present case, there is no
guestion of acquiring the land. The land remains with the clainmants.
The question is limted with regard to payment of conpensation for

t he damages because of cutting of trees. Wth regard to fruit bearing
trees, its life span including risk factor is also required to be taken into
consi deration. Hence, yield of trees multiplied by an appropriate
multiplier for its capitalization after taking into consideration al
rel evant factors would be the basis for determ ning the conpensation

Law on this point is discussed in Union of India and Anot her

v. Shanti Devi and O hers [(1983) 4 SCC 542], wherein the Court

dealing with simlar contention, after considering its earlier decisions
observed that in India the multiplier which is adopted in determning
the conpensation by the capitalisation nethod has been 33 1/3, 25,

20, 16 2/3, 11 and 8 and thereafter held as under: -

"The nunber of years’ purchase has gradually
decreased as the prevailing rate of interest realisable from
safe investnents has gradually increasedthe higher the
rate of interest, the |ower the nunber of years’ purchase.
Thi s method of valuation involves capitalising the net
i ncome that the property can fairly be expected to
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produce and the rate of capitalisation is the percentage of

return on his investnent that a willing buyer would

expect fromthe property during the relevant period. It

was once felt that the relevant rate of interest that should
be taken into consideration was the interest which gilt-
edged securities or Government bonds would normally

fetch. The safety and liquidity of the investnent in bonds
were relied on as the twin factors to take the view that the
interest on gilt-edged securities should al one be taken
into consideration. This was at a time when there were

not many avenues of safe investnents and investnent in
private conmmrercial concerns was not quite reliable. But
fromthe year 1959-60 circunstances have gradually

changed. There are nany State Banks and nationali sed

banks in which deposits nmade are quite safe. Even in the
share nmarket we have many ’blue chips’ which comrand
stability and other attendant benefits such as the

possi bility of issue of bonus shares and rights shares and
appreciation of thevalue of the shares thensel ves. They
are attracting alot of capital investnent. A return of 10
per cent per annum on such- safe investnments is al nost
assured. Today nobody thinks of investing on | and

whi ch woul d yield a net income of just 5 per cent to 6 per
cent per annum A higher return of the order of 10 per
cent is usually anticipated. Even in the years 1962 and
1963 an investor in agricultural |and expected annual net
return of at least 8 per cent. It neans that if the | and
yi el ded a net annual ‘inconme of Rs. 8 a willing buyer of

| and woul d have paid for it Rs. 100 i.e. alittle nore than
12 tinmes the annual net incone:. ~The multiplier for

pur poses of capitalisation would be about thirteen."

Simlarly, dealing with the principle of capitalisation on the
basis of yield, this Court in Special |and Acquisition Oficer,
Davangere v. P. Veerabhadarappa and Qthers [(1984) 2 SCC 120]
held that it would be unrealistic to adhere to the traditional view of
capitalized value being linked with the gilt-edged securities when
investnment in fixed deposits with nationalized banks, Nationa
Savings Certificates, Unit Trusts and other forns of Governnent
securities and even in the share market in the shape of blue chips
conmand a much greater return.

The Court further observed (paragraph 18 and 21) thus:
"18. There are certain general considerations

whi ch investors of all types take nore or less into
account; yield and appreciation possibilities, the ability
readily to dispose of the investment (marketability) and
safety. Investments differ with respect to assurance of

i ncomre and safety of principal. |In the investnment narket,
the quality of investnent is evidenced by the yield or
return that is produced in relation to nmarket price

hi gher the quality, the lower the yield. Investors nust
take into account various types of risks associated with
di fferent investnment medi unms and therefore adopt a type

of investnent that is appropriate to their resources and
particul ar i nvestnment objectives.

21. In the prem ses, when the rate of return on

i nvestment was 8.25 per cent in the years 1971 and 1972,
person investing his capital in agricultural |ands would
ordinarily expect 2 per cent to 3 per cent nore than what
he could obtain fromgilt-edged securities or other forns
of safe investnment and therefore the proper multiplier to
be applied for the purpose of capitalization could not, in
any event, exceed "ten".
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Now, in the light of the aforesaid two decisions, we would refer
to the decision rendered by this Court in Gurcharan Singh (supra).
In that case, the Court considered the question whether the H gh Court
erroneously enhanced the conpensati on by 60% on the basis of price
index in a case where Land Acquisition O ficer determ ned the
conpensation on the basis of market value as well as on the basis of
yield as if both were separate units. In those circunstances, the Court
hel d t hus:

"It is settled law that the Collector or the Court
who determ nes the conpensation for the land as well as
fruit-bearing trees cannot determ ne them separately. The
conpensation is to the value of the acquired land. The
mar ket value is determ ned on the basis of the yield. Then
necessarily applying suitable multiplier, the conpensation
needs to be awarded. ~ Under no circunstances the court
shoul d all ow the compensation on the basis of the nature
of the l'and as well as fruit-bearing trees. In other words,
mar ket val'ue of theland is determ ned twi ce over; once
on the basis of the value of the |and and again on the basis
of the yield got fromthe fruit-bearing trees Under no
ci rcunst ances, the multiplier should be nore than an 8
years’ nultiplier, asit is a settled law of this Court in a
cat ena of decisions that when the market value is
determ ned on the basis of the yield fromthe trees or a
plantation, 8 years’ /nultiplier shall be the appropriate
multiplier. For agricultural land 12 years’ -multiplier shal
be a suitable nultiplier."

In that case, after considering the fact that the Collector has

gi ven conpensation which could not be interfered with by the Court
under Section 25 of the Land Acquisition Act, the Court did not
reduce the same. However, the Court set aside 60% enhancenent of
conpensation given by the H gh Court on the basis of price index.

Hence, in our view, there /was no reason for the H gh Court not
to follow the decision rendered by this Court in Qrucharan Singh's
case (supra) and determ ne the conpensation payable to the
respondents on the basis of the yield fromthe trees by applying 8
years’ multiplier. In this viewof the matter, in our view, the H gh
Court committed error apparent in awardi ng conpensati on adopting
the multiplier of 18.

However, it is true that this Court in State of Madras v. Rev.

Br ot her Joseph [AIR 1973 SC 2463] refused to interfere with the

award on the ground that the conpensati on awarded was neager

Simlarly, in Special Land Acquisition Oficer, WMl aprabha Dam

Project, Saundatti and Qthers v. WMadival appa Basal i ngappa

Mel avanki and Qthers [(1995) 5 SCC 670], this Court refused to

i nterfere where conpensation was determ ned on the basis of annhua

yield of agricultural |and by application of 15 years’ nultiplier on the
ground that the small area of |and was acquired and approved the

order of the High Court in which it was observed that "it is hardly
appropriate to interfere with the award notwi t hstandi ng the di scernible
bl em sh pointed out by the | earned Governnent Pleader"” and al so

hel d t hus:

"However, it would not operate as a precedent to

any future case or other cases arising fromthe same
notification. Al cases need to be decided applying only
10 years’ multiplier."

In the present case al so, considering the small anmount of
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conpensation awarded to the claimants, we do not think that this
would be a fit case for interference in this appeal. Hence, the appeal

is dismssed with no order as to costs.

J.
(M B. SHAH)

.
(S.N. VAR AVA)

.
March 15, 2002. (B.N. AGRAWAL)




