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It is an undisputed fact-that the forest in this country is an
i mportant and vital conponent to sustain the |ife support system on
this planet. For various reasons, our forest is being slowy depleted.
At the same tinme, as part of our devel opnmental activities, sonme areas
of the forest have to be used for non-forest purposes. The econonic
devel opnent shall not be at the cost of conplete degradation of the
forest or the environnent and eco-system provi ded by the green area
of the forest. Therefore, it was consi dered whether the user agency
of such land which is required for devel opnental activities to
conpensate for the diversion of the forest and on the
recomendati ons of the Central Enpowered Committee (hereinafter
being referred to as "CEC'), it was decided by this Court that 'the user
agency shall be required to nmake paynent of net present val ue(NPV)
of such diverted land so as to wutilize this for getting back in the |ong
run which are lost by such diversion. A schene was submtted by
M ni stry of Environnment and Forests(MOEF) alongwith an affidavit
dat ed 22.3.2002. The CEC considered all relevant aspects including
the scheme submitted by MOEF and filed a report on 9.8.2002.
These reports were accepted by this Court. This Court in T.N
CGodavar man Thi rumul pad Vs. Union of India 2006(1) SCC 1
finally directed that the question as to what anpbunt of NPV is
required to be paid and to achieve these objectives, it was directed
that the question is to be exami ned by experts. A Conmittee
conprising of three experts including Ms. Kanchan Chopra was
appoi nted and this Court gave the follow ng directions:-

(i) to identify and define paranmeters (scientific, bionetric and
social) on the basis of which each of the categories of val ues

of forest |and should be estinated.

(ii) To fornul ate a practical methodol ogy applicable to different
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bi ogeographi cal zones of India for estinmation of the values in
nonetary terms in respect of each of the above categories of
forest val ues.

(iii) To illustratively apply this nethodol ogy to obtain actua
nunerical values for different forest types for each

bi ogeographi cal zone in the country.

(iv) To determne on the basis of established principles of public
fi nance, who shoul d pay the costs of restoration and/or
conpensation with respect to each category of val ues of

forests.

(v) VWi ch projects deserve to be exenpted from paynment of
NPV.

On the basis of the directions issued by this Court, a Conmittee
consi sting of Ms. Kanchan Chopra gave a report and the sanme was
exam ned by the CEC.

The report contains detailed study of the relevant factors. The
Forest Survey of India, has since |ast two decades, been undert aking
forest cover mapping of the country using satellite data obtained by
the NRSA, Hyderabad. The nethodol ogy of mapping involves the
geo-rectification of the satellite inmagery using the Survey of I|ndia
toposheets followed by the digital interpretation of the same and
extensive ground truthing. 1t was found that the forest cover maps
depicts mainly three tree canopy density classes, viz., very dense,
noderately dense and open. There were other classifications in the
Forest of India and "Chanpion and Seth" have classified the forests

of India into 16 major groups. The major basis of classification

i ncluded the climate, the soil and the past treatnent as these factors
determ ne the vegetation type of ‘a given locality. CEC has classified
the forest taking in view the ecol ogical role and value of the forests
and for the purpose of the report, 16 najor forest types have been
further grouped into 6 ecol ogical classes dependi ng upon their

ecol ogi cal functions.

Eco-Cass | - Consisting of Tropical Wet Evergreen Forests,
Tropi cal Sem Evergreen Forests and Tropical Mist
Deci duous Forests

Eco- Cass |1 -Consisting of Littoral and Swanp Forests
Eco-Class |11 - Consi sting of Tropical Dry Deciduous Forests
Eco-Class IV - Consi sting of Tropical Thorn Forests and Tropi cal
Dry Evergreen Forests

Eco-C ass V - Consi sting of Sub-tropical Broad Leaved Hil

Forests, Sub-Tropical Pine Forests and Sub

Tropical Dry Evergreen Forests

Eco-C ass VI - Consi sting of Montane Wet Tenperate Forests,
H mal ayan Mi st Tenperate Forests, Hi mal ayan

Dry Tenperate Forests, Sub Al pine Forest, Mi st

Al pine Scrub and Dry Al pine Scrub

Based on the ecol ogi cal inmportance of forest falling in different
eco-val ue and canopy density cl asses, relative wei ghtage factors
have al so been taken into consideration. By using these relative
wei ght age factors, the equalized forest area in eco-value Cass | and
very dense forest corresponding to forest falling in different eco-val ue
and density cl asses have been compiled. For example, 17,997 sq.
km of open forest of Eco-Class |V has been cal culated to be
equi valent to 7,558 sgq. km of very dense forest of Eco-Value C ass |
Accordingly, the entire forest area of the country has been cal cul ated
and found to be equivalent to 5.2 | akh sq. km forest area having
hi ghest ecol ogi cal significance as that of forest falling in eco-val ue
Class | with density above 70%
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The net present value per hectare of forest has been fixed
based on this data. For calculating the average net percent val ue per
hectare of forest in India, the follow ng nonetary val ue of goods and
services provided by the forest have been consi dered: -

(i) Val ue of tinber and fuel wood
(ii) Val ue of Non Ti nmber Forest Products (NTFP)
(iii) Val ue of fodder

(iv) Val ue of Eco-tourism
(v) Val ue of bi o-prospecting
(vi) Val ue of Ecol ogi cal services of forest

(vii) Val ue of Fl agship Species
(viii) Carbon Sequestration Val ue

Based on this, the NPV was fixed and the follow ng
reconmendat i ons have been made: -

(i) for non-forestry use/diversion of forest land, the NPV may be

directed to be deposited in the Compensatory Afforestation

Fund as per the rates given below -
(in Rs.)

Eco- Val ue

cl ass

Very Dense

For est

Dense

For est

Open

For est

C ass |

10, 43, 000

9, 39, 000

7, 30, 000

Class |

10, 43, 000

9, 39, 000

7, 30, 000

Class Il

8, 87, 000

8, 03, 000

6, 26, 000

Cass IV

6, 26, 000

5, 63, 000

4, 38, 000

Cass V

9, 39, 000

8, 45, 000

6, 57, 000

Class VI

9, 91, 000

8, 97, 000

6, 99, 000

(ii) the use of forest land falling in National Parks / WIldlife
Sanctuaries will be permissible only in totally unavoi dabl e
circunst ances for public interest projects and after obtaining
perm ssion fromthe Hon' ble Court. Such perm ssions may

be consi dered on paynent of an amount equal to ten tines

in the case of National Parks and five tines in the case of
Sanctuari es respectively of the NPV payable for such areas.
The use of non-forest land falling within the National Parks
and Wldlife Sanctuaries nmay be permitted on paynment of an
amount equal to the NPV payable for the adjoining forest

area. In respect of non-forest land falling within marine
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National Parks / WIldlife Sanctuaries, the anbunt may be

fixed at five tines the NPV payable for the adjoining forest

ar ea;

(iii) these NPV rates nay be made applicable with prospective
ef fect except in specific cases such as Lower Subhanshr

Project, mning | eases of SECL, Field Firing Ranges,

wherein pursuant to the orders passed by this Hon ble Court,
the approval s have been accorded on | unp-sum paynent /

no paynment towards the NPV, and

(iv) for preparation and supply of district |Ievel maps and GPS
equi prents to the concerned State / UT Forest Departnents

and the regional offices of the MEF, the Ad-hoc CAMPA

may be asked to provide an anpbunt of Rs.1.0 crore to the

Forest Survey of India out of the interest received by it.

M nistry of Environnment and Forests also has filed its response

and has accepted the recommendati ons nmade by CEC. Various user
agenci es have filed its objections. W heard the |earned senior
Counsel M. Nariman-and ot her learned senior Counsel who

appear ed before us. The nain contention raised is that the NPV

val ue was fixed on the basis of the net flow accruing over 20 years at
a 5% social discount rate. This, according to the applicants, is too
low. It has been contended that the Econom c and Research

Departnment of the Asian Devel opnent Bank is of the viewthat a

survey of the social discount rate policies of individual countries show
significant variations and the devel opi ng countries apply higher socia
di scount rate. The paper published by Asian Devel opnment Bank

shows that India should have a social discount rate of 12% It may

be noted that the Expert Conmittee under the |eadership of

Ms. Kanchan Chopra recomended 5% soci al discount rate but the

CEC has reduced further and accepted 4% soci al discount rate. It

may be noted that the CEC had nmade consultation w th em nent

econoni sts and it was of the view that the social discount rate should
be around 2% in India. W do not find much force in the contention
advanced by the | earned Counsel who appeared for the user agents.

The 10% suggested by them cannot be applied to the present case
because 10%is the rate |inked to assunpti ons about 'the opportunity

cost of capital. One cannot apply that rate for social tinme preference
in evaluating the benefits from an environnmental resource such as
forests. In project evaluation, the horizon is conpatible with the life of

the project whereas in forest matters, the horizon spans over severa
generations. Therefore, the rate of 10% as suggested by the user
agency cannot be accepted.

Anot her contention raised by the applicant(FIM) is that the

NPV is not fixed on site specific and, therefore, the fixation of the rate
i s based on surm ses and conjectures and the sane rate cannot be

applied to the large extent of area covered by the forests. This
guesti on was el aborately considered by the CEC.  Considering the

| arge extent of this country and the forest being spread over in

various parts of the State, it is difficult to fix the NPV based on the
specific area. It is not feasible to fix NPV in each and every individua
case. The entire forest area in each of the State/UT is cal cul ated by
consi dering the nmonetary val ue of the services provided by it. The
average NPV per hectare of the forest area in the State has al so

been calculated. If NPV is to be calculated on the specific area, the
process woul d be tinme consunming and in nost of the cases, it may be
beyond the capability of the Range Forest Oficers or other officials
posted at the grassroot |evel. Moreover, the NPV is linked with the

type of the forest and no useful purpose would be served by carrying

out NPV calculations in each case involving the diversion of forest

areas.

We are of the view that the NPV now fixed is nore scientific
and is based on all available data. W accept the recommendati ons
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and we nake it clear that the NPV rate now fi xed woul d hol d good for
a period of three years and subject to variation after three years. The
foll owi ng exenptions have been recommended: -

(i) public works such as schools, hospitals, children play
grounds of non-conmercial nature and the public welfare
projects such as conmmunity centres in rural areas which
require forest land upto 2 ha;

(ii) rural infrastructure and basic services such as the
construction of the overhead tanks, village roads, etc.

(iii) the minor irrigation projects upto 10 ha. of storage area,
muni ci pal water supply projects, drinking water supply

pi pel i nes;

(iv) activities necessary for the ecol ogi cal managenent,

rel ocation of the villages fromthe sactruaries and the

nati onal parks, regularization of pre-1980 eligible

encr oachers;

(v) housing for the rehabilitation of tribals; laying of the
under ground optical fibre cabl es;
(vi) 'ayi'ng of the pipelines for the underground gas

transportation;

(vii) the district and rural roads;

(viii) shifting cultivation;

(ix) roads constructed by Defence in border areas;

(x) construction of the transm ssion |ines.

The above recommendati ons for exenptions are

accepted. |If, in any case, exenptionis required by nature of
the peculiar circunstances of the case, the same woul d be

deci ded as and when necessary on-a case to case basis.




