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ACT:
Fee-Conditions to be satisfied to be a legal fee, within the
neani ng of the Constitution.

HEADNOTE:

The Respondent Conpany floated debenture loan of 'Rs. 2.50
crores and to -secure the repaynent  of the said |oan
executed debenture trust deed dated 10th April, 1962
nort gagi ng certain properties of the Conpany for a
consideration of Rs. 2.50 crores in favour of the trustees
who were petitioners before the H gh Court. Stanps to the
extent of Rs. 2,50,00/- were paid under the Indian Stanp Act
and apart fromthat when the document was presented for
registration, a registration fee of Rs. 1,25,157.50 np. were
demanded as registration fee by the Sub-Registrar —under a
notification i ssued by t he appel | ant , t he Chi ef
, Conmi ssi oner of Delhi on 15th Decenber, 1952. The
regi stration fee was paid by the Respondent s under
conpul sion, but the trustees filed a petition in the H gh
Court challenging the validity of the notification and the
exorbitant anount realised as registration fee as illega
levy not fulfilling the essential conditions of a fee within
the neaning of the Constitution. The plea of the trustees
found favour wth the H gh Court which held that the fee
char ged by t he Regi stration Depart nent under t he
notification was an illegal inpost and could not be-  Ievied.
The Hi gh Court accordingly quashed the notification

Di sm ssing the appeal by certificate, the Court

HELD : A fee in order to be a legal fee nmust satisfy two
conditions (a) There nmust be an elenment of quid pro quo,
i.e. the authority levying the fee nmust render sone service
for the fee |levied however renpte the service may be; and
(b) That the fee realised nust be spent for the purpose of
the inposition and should not formpart of the genera
revenues of the State. [658 F-Q

In the instant case, in view of the fact that it was not
di sput ed that the fee realised by t he Regi stration
Department under the inpugned notification dated 15-2-1952
was to formpart of the general revenues of the State, the
second elenent of a fee was wholly wanting and the High
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Court was, therefore, right in striking down this
notification. [658 G H|

Mahant Sri Jagannath Ramanuj Das and Anr. v. The State of
Orissa and Anr. [1954] SCR 1046, Ratilal Panachand Gandhi v.
The State of Bombay and Ors. [1954] SCR at D. 1055 and State
of Maharashtra & Os. v. The Salvation Army, Western India
Territory [1975] 3 SCR 475 applied.

JUDGVENT:
ClVIL APPELLATE JURISDICTION : Civil Appeal No. 1959 of
1968.

From t he Judgnent and Order dated the 7th May, 1964 of the,
Punjab Hi gh Court, Circuit Bench at Delhi, in Gvil Wit No.
227-D , of 1962.
R P. Bhatt and G rish Chandra for the Appellant.
Har daval Hardv, D.R Thadani and A N. Goyal for Respondents.
Sobhagmal /Jain for the Intervener (The State of Rajasthan).
O P. Rana for the Intervener (State of U P.).
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The Judgnent of the Court was - delivered by
FAZAL, J. This appeal by certificate is directed against the
judgrment and order of the Circuit Bench of the Punjab High
Court at Delhi dated the 7th May, 1964 and arises in the
fol l owi ng circunstances
The respondent Conpany floated debenture loan of Rs. 2.50
crores and to secure the repaynment of the said |oan
executed debenture trust deed  dated 10th = April, 1962
nort gagi ng certain properties of the Caonpany for a
consi deration of Rs. 2.50 crores in favour of the ‘trustees,
who were petitioners before the H gh Court. Further details
have been given in the judgnment of the H gh Court and it is
not necessary to repeat themhere.” It appears that 'stanps
to the extent of Rs. 2,50,300/were paid under the Indian
Stanp Act and apart from that -when the docunent was
presented for registration, a registration fee of Rs. 1,25,
157.50 np were denanded as registration fee by ‘the Sub-
Regi strar under a notification ‘issued by the Chi ef
Commi ssi oner of Del hi, which is the inpugned notification in
this case. The registration fee was paid by the respondents
under conpul sion but the trustees filed a petition in-the
Hi gh Court challenging the validity of the notification and
the exorbitant anpbunt realised as registration fee.
The short point taken before the Hi gh Court by t he
Respondents, was that the, registration fee levied under the
notification dated 15th Decenber, 1952 was an illegal |evy
as, it didnot fulfil the essential conditions of a fee
within the neaning of the Constitution. The plea of the
trustees found favour with the H gh Court which held that
the fee charged by the Registration Departnment under the
notification was an illegal inpost and could not be 'levied.
The Hi gh Court accordingly quashed the notification and
directed refund of the fee.
The nmain point which arises for consideration in this case
is as to whether or not the fee charged under t he
notification issued by the, Chief Comm ssioner was a |ega
i mpost justified by the provisions of the Constitution. It
is well settled that a fee in order to be a | egal fee,. nust
satisfy two conditions :-

(i) there nust be an elenent of quid pro quo

that is to say, the authority levying the fee

must render sone service for the fee |levied

however renote the service may be;

(ii) that the fee realised nust be spent for
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the purposes of the inposition and should not

form part of the general revenues of the

State.
In the instant case, it was not disputed before the High
Court that the fee realised by the Registration Departnent
under the notification above-nentioned was to formpart of
the general revenues of the State. It is, therefore,
mani fest that the second el enent of a fee was wholly wanting
in this case and the H gh Court was, therefore, right in
striking down the notification., M. Bhatt appearing in
support of the appeal, submitted that by virtue of the fact
that the docunment was regi stered, the respondents obtained
initial advantage in using the docunment as an
659
aut hentic piece of evidence as proof of title and this was,
therefore. a sufficient service rendered for the inposition
of the fee. Even assuming that this was so, the second
essential  ingredient ~of a valid fee, viz. that the fee
realised 'must” be correlated with expenditure incurred on
regi stration Ye) as to be spent on nmai nt enance of
regi stration Organisation, was not satisfied in this case
and on this ground al one the fee coul d not be inposed. In
Mahant Sri Jagannath Ramanuj Das and Anr. v. The State of
Oissa and Anr. (1), ‘this Court observed as follows :-

"Two el ements are thus essential in order that

a paynment may be regarded as a fee. In the
first pl ace, it nust be | evi ed in
consideration of certain services which the
i ndi vidual s accepted either willingly or
unwi | Iingly. But this by itself is not enough

to nake, the inposition a fee, if the paynents
demanded for rendering of such  services are
not set apart or specifically appropriated for
that purpose but are nmerged in the genera
revenue of the State to be spent for genera
public purposes”.
The sane view was reiterated in Ratilal Panachand Gandhi v.
The State of Bonmbay and Ors. (2)
in a recent decision of this Court in the case of State of
Maharashtra and O's. v. The Salvation Arny, Western India
Territory(3), this Court observed as follows :-
"Thus two el enments are essential in order that

a paynment may be regarded as a fee. I'n the
first pl ace, it nust be | evi ed in
consideration of certain services which the
i ndi vi dual s accept ei t her willingly or
unwillingly and in the second place, the

amount col | ected nust be earnmarked to neet the
expenses of rendering these services and / nust
not go to the general revenue of the State to
be spent for general public purpose"
In view of the long course of decisions of this Court, the
view taken by the High Court was absolutely correct and we
are unable to, find any error of law. W understand that
the notification has not been amended and a nmaxi num fee  of
Rs. 100/- has been fixed. Thus the point becomes nore or
| ess acadeni c except for cases arising during a particular
peri od.
For these reasons, therefore, we find no nerit in this,
appeal which fails and is accordingly, dismssed without any
order as to costs.
S. R Appeal dism ssed.
(1) [1954] S.C.R P. 1046.
(2) [1954] S.C.R P. 1055.
(3) [1975] 3 S.C. R 475.
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