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These appeal s rai se a commpn question of law as to the
Constitutional validity of Section 9(3) of the Mnes and
M neral s (Regul ation and Devel opnent) Act, 1957 [hereinafter
referred to as the Act], inter alia on the ground that the
levy of royalty ‘on nminerals is not-a tax and the Union
Legi sl ature do not have the powers under Entry 54 of List I
to enact such a |law which denudes the right of ‘the State
Legislature to levy tax on mineral rights under Entry 50 of
List II. A further contention also has been advanced in
some of these appeals that the enactnment of the Act,
violates the provisions of Articles 268, 269 and 270 of the
Constitution, and, therefore, Section 9(3) mnmust be declared
to be ultra vires. Wen the wit petition, challenging the
vires of the provisions of Section 9(3) of the Act was filed
before the Gujarat H gh Court, a Bench of the Gujarat/ High
Court, dismissed the sane, following the decision of the
Supreme Court in the case of India Cenment Ltd. and Os.
VS. State of Tanmil Nadu and Ors., 1990 (1) SCC 12, and
following an earlier decision of the said H gh Court in
Special Civil Application No. 6226/94. Subsequent to the
decision of this Court in India Cenent, all the -questions
raised in these appeals have been considered by a three
Judge Bench in the case of State of Mdhya Pradesh vs.
Mahal axmi  Fabric MIIs Ltd. and O's., 1995 Supp. (1) SCC
642, and this Court in Mahalaxms case, rejecting the
contentions raised by the consuners of mnerals, upheld the
validity of the Act and set aside the order of the High
Court. Since the judgnent of this Court in Mahal axm , deals
directly on all issues raised in this batch of appeals, M.
Chi danmbaram the learned senior counsel, submtted wth
force that this batch of appeals should be referred to a
| arger Bench, as the Bench while disposing of Mhal axms
case, had assunmed sone | egal position erroneously, to be the
law laid down by this Court in India Cenment. M. Shant
Bhushan, the |earned senior counsel, appearing for the
appel l ants in some ot her appeals, however contended that the
Constitutional wvalidity of Section 9(3) of the Act has not
been tested in the anvil of Articles 268, 269 and 270 of the
Constitution and, therefore the matter renains w de open for
being re-considered by this Court notwithstanding the three
Judge Bench judgrment in Mahal axm .




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 2 of 10

Before dealing with the contentions raised by the
| earned counsel, appearing for the appellants, we think it
appropriate to briefly notice howthis Court has dealt with
the lawrelating to the Mnes and M nerals (Regulation and
Devel opnent) Act, 1957 in different cases. The first
decision which requires to be noticed in this connection is
the <case in The H ngir-Ranpur Coal Co., Ltd. and Os. Vs.
The State of Orissa and ors., 1961 (2)S.C.R 537. In the
said case, the conpetency of the State Legislature to enact
Oissa Mning Areas Devel opnment Fund Act, 1952, was under
consi deration and one of the contentions in this Court was
such a legislation made by the State Legislature is ultra
vires the |aw made by Parlianent under Entry 54 of List 1.
The Majority judgnent answered the question and held that in
the absence of requisite parlianmentary decl arati on necessary
under Entry 54 of List |, the State Legislature cannot be
denuded of its power under Entry 23 of List Il and the
conpetence of the State Legislature under Entry 23 read with
Entry 66 of List Il was not inpaired in any nanner. The
Court, therefore, upheld the validity of the |Ilegislation
nade by the State Legi sl ature. In elaborating t he
di scussion, this Court” had observed that the Ilinmitation
imposed by the latter part of Entry 23 of List Il is a
[imtation on the legislative conpetence of the State
Legislature itself and the test whether a statute passed by
the State Legislature thereunder was ultra vires would be
whet her the requisite declaration under Entry 54, List | has
been rmade by Parlianent by |aw covering, the sanme field or
not. Considering the effect of Entries 23 and 66 of List II

and Entry 54 of List 1|, the Court observed:

The effect of reading the two Entries together is
cl ear. The jurisdiction of the State Legislature under
Entry 23 is subject to the linmitation inposed by the latter
part of the said Entry. If Parliament by its |aw has

declared that regulation and devel opnment of mnes should in
public interest be under the control of the Union, to the
extent of such declaration the jurisdiction of the /State
Legislature is excluded. In other words, if a Central Act
has been passed which contains a declaration by Parlianent
as required by Entry 54, and if the said declaration covers
the field occupied by the inpugned Act, the inpugned  Act
would be ultra vires, not because of any repugnance between
the two statutes but because the State Legi slature had no
jurisdiction to pass the |aw.

In the case of State of Orissa vs. MA. Tulloch and
Co., 1964(4) S.CR 461, the question for consideration
before this Court was whether the continued operation of the
Oissa Mning Areas Developnent Fund Act, 1952 and the
continued exigibility of the fees leviable from nine-owners
under the said enactnment, is legally and constitutionally
per m ssi bl e. The contention raised was that the M nes and
M nerals (Regul ation and Devel opnent) Act, 1957 called the
Central Act was brought into force fromJune 1, 1953 and the
Oissa Act which had been enacted by virtue of the
| egislative power conferred by Entry 23 of the State
Legislative List would ceased to be operative, once the
Parliament made a declaration and enacted the law. The High
Court of Oissa had upheld the contention and cane to hold
that the Oissa Act should be deemed to be non-existent as
from June 1, 1958 for every purpose, with the consequence
that there was |ack of power to enforce and realise the
demands for the paynment of the fee at the tinme when the
demand was issued and was sought to be enforced. After
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noticing the Entry 23 in List Il and Entry 54 in List I, the
Court observed that it does not need nuch argunent to
realise that to the extent to which the Union Governnent had
taken under its control the regulation and devel opnment of

m nerals so nuch was withdrawn fromthe anbit of the power
of the State Legislature under Entry 23 and | egislation of
the State which had rested on the existence of power under
that entry would to the extent of that control be
suspended or be rendered ineffective, for here we have a
case not of mere repugnancy between the provisions of the
two enactments but of a denudation or deprivation of State
| egi slative power by the declaration which Parlianent is
enmpowered to nmke and has nmade. It would, however, be
apparent that the States would | ose |egislative conpetence
only to the extent to which regulation and devel opnent
under the control ~of the Union has been declared by
Parliament to be  expedient in the Public interest. But
having ~held so, as the liability to pay the fee, which was
the subject -of the notices of demand had accrued prior to
June 1, 1958, the date onwhich the Central Legislation
occupied ~the field , the Court held that those notices were
valid and the amount due thereunder would be recovered
notw t hstandi ng the ~disappearance of the Oissa Act by
virtue of the superior legislation by the Union Parlianent.
In India Cenent Ltd. and Os. Vs. State of Tam | Nadu and
Os., 1990(1) S.C.C., 12, the question for consideration was
whet her |evy of cess on royalty is within the conpetence of
the State Legislature? In the aforesaid case, under Section
115 of the Madras Panchayats Act, as anended by the WMadras
Act 18 of 1964, the lessee of minerals was required to pay
| ocal cess @45 paise/rupee, as royalty. ~The contention on
behal f of the State, relying upon the observation nade by
this Court in HS R Mrthys case, 1964(6) S.C.R, 666
was repelled and it was hel d:

It seens, therefore, that attention of the Court was
not invited to the provisions of Mnes and 'Mnerals
(Devel opnent and Regul ation) Act, 1957 and Section 9
t her eof . Section 9(3) of the Act.in terns states that
royal ti es payabl e under the Second Schedul e of the Act shal
not be enhanced nore than once during a period of four

years. It is, therefore, a clear bar —on the State
| egislature taxing royalty so as to in effect anmend ~Second
Schedule of the Central Act. 1In the prem ses, it cannot be
right to say that tax on royalty can be a tax on land, and
even if it is atax, if it falls within Entry 50 wll be

ultra vires the State |egislative power in view of Section
9(3) of the Central Act.

The Court also rejected the contention on behalf of
the State that wunder Entry 50 of List Il, there is no
[imtation to the taxing power of the State and held that in
view of express provisions of Section 9(2) of the Mnes and
M nerals (Regulation and Devel opnment) Act, 1957, the
subm ssi on cannot be accepted and the field is fully covered
by the Central Legislation. In paragraph 34 of the
j udgrment, the Court concl uded:

We are of the opinion that royalty is a tax, and as
such a cess on royalty being a tax on royalty, is beyond the
conpetence of the State |egislature because Section 9 of the
Central Act covers the field and the State legislature is
denuded of its conpetence under Entry 23 of List II. In any
event, we are of the opinion that cess on royalty cannot be
sustai ned under Entry 49 of List Il as being a tax on |and.
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Royalty on mneral rights is not a tax on | and but a paynent
for the user of |and.

In Orissa Cenent Ltd. vs. State of Oissa and O's.,
1991 Supp.(1) S.CC 430, the levy of cess on royalty,
charged for mning | ease under Orissa Cess Act, cane up for
consi derati on. After el aborate di scussi on of t he
legislative entries as well as the history leading to the
enactment and considering the different decisions right up
to the decision of the Supreme Court in India Cenent, the
Court held in para 39:

To take up Entry 50 first, a perusal of Entry 50
woul d show that the conpetence of the State legislature with
respect thereto is circunscribed by any limtations inposed
by Parlianent by law relating to mneral devel opnent. The
MVRD Act, 1957, is there can be no doubt about this a
law of Parlianment relating to mneral devel opnent. Section
9 of the said Act enpowers the Central Governnent to fix,
alter, enhance or reduce the rates of royalty payable in
respect of minerals renoved fromthe land or consumed by the
| essee. Sub-section (3) of Section 9 in terms states that
the royalties payabl e under the Second Schedule to that Act
shall not be enhanced nore than once during a period of
three years. India Cenment has held that this is a clear bar
on the State | egislature taxing royalty so as, in effect, to
amend the Second Schedule to the Central Act -and that if the
cess is taken as atax falling under Entry 50, it will be
ultra vires in view of the provisions of the Central Act.

Consi dering, the provisions of Entry 23 of List 11,
the Court observed:

But Entry 23, it will be seen, is subject to  the
provisions of List | wth respect to regulation and
devel opnent of mines and mnerals under the control of the
Uni on. Under Entry 54 of List I, regulation of m'nes and
m neral developnment is in the field of Parlianentary
legislation to the extent to which such regulation and
devel opnent under the control of the Union is declared by
Parliament by law to be expedient in the public -interest:
Such a declaration is contained in Section 2 of the MVRD
Act, 1957, which has been set out earlier. |It, therefore,
follows that any State |egislation to the extent it
encroaches on the field covered by the MVRD Act, 1957, will
be wultra vires. The assessees contend, in this case, that
the legislation in question is beyond the purview of the
State legislature by reason of the enactnment of the  MVRD
Act . It would appear, prinma facie that the contention has
to be upheld on the basis of the trilogy of decisions
referred to at the outset viz. Hinger-Ranpur, Tulloch and
India Cenent. They seemto provide a conplete answer to
this question.

In State of Orissa and Ors. Vs. Mhanadi Coal fields
Ltd. and Os. , 1995 Supp.(2) S.C.C, 686, the validity of
the Oissa Rural Enploynent, Education and Production Act,
1992 was wunder challenge and the Orissa H gh Court had
struck down the Act on the ground that the levy is a tax on
m nerals and mineral rights and the subject is fully covered
by the Central Legislation by enacting Mnes and M nerals
(Regul ati on and Devel opnent) Act. This Court examined the
different relevant entries in List | and List [Il, nore
particularly, Entry 54 of List | and Entry 23 and Entry 50
of List Il and cane to hold
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It appears to wus that Entry 49 of List Il is the
general entry which enables the State Legislature to inpose
taxes on lands and buildings. A particular category or
specie is taken out of the general entry, and is provided by

Entry 50 of List Il. But the tax that can be levied under
List Il Entry 50 is subject to limtations inposed by
Parliament by law relating to regulation of mnes and
m neral devel opnent. Similarly, under List Il Entry 23

though the State Legislature can enact a law relating to
regul ation of mnes and mneral devel opment, it is subject
to the provisions of List |I (Legislation by Parlianent) wth
respect to regulation and devel opnent under the control of
the Union. |In other words, if the inmugned Orissa Act 36 of
1992 falls either under List Il Entry 50 or List Il Entry
23, it is subject to the law made by Parlianent relating to
the regulation of mnes and mneral devel opment (List |
Entry /54). A perusal of the Mnes and M nerals (Regul ation
and Devel oprment) Act, 1957 (Central Act 67 of 1957), Section
2, 3(a) and 3(d), Section 9 and 9-A and Second and Third
Schedul es to the Act, quoted in para 3 (supra) will clearly
poi nt out that taxation on mineral and mneral rights, viz.
any tax, royalty, fee or rent are provided in the said Act.
In particular, Section 9A Provides payment of dead rent as
provided therein /by “the holder of a nmning lease to the
State Governnment at’ the rates specified in the Third
Schedule to the Act. And the proviso thereto states that in
cases where the holder of the mining l'ease is to pay royalty
under Section 9, he shall be liable to pay either royalty
under Section 9 or the dead rent, as provided under Section
9-A, whichever is greater. Section 9-A enables the Centra
CGovernment to enhance or reduce dead rent by anmending the
Third Schedule. The Second and the Third Schedul es provide
varying rates for different mnerals including coal. ' Since
exhaustive provisions as al so the Parlianmentary declaration,
contenplated by List | Entry 54, have been nade in the M nes

and M neral (Regulation and Devel oprment) Act, 1957,
regarding all kinds of taxation.on minerals and ninera
rights tax, royalty fee -- dead rent etc., the State

Legi sl ature is denuded or deprived of the power to enact any
law or to inpose any tax or other levy with reference to

List Il Entry 23 or List Il Entry 50."

It is no doubt true that in all the -aforesaid
decisions, it is only the validity of the Legislation made
by State Legislature, which was under challenge but that
will not in any way alter the ratio of the cases, referred
to above, in construing the different legislative entries

and the conpetence of the Union Legislature as well as’' the
State Legislature. In Mhalaxm s case 1995 Supp. (1) S/C. C
642, the wvalidity of the Central legislation was under
chall enge and the three Judge Bench upheld the |egislative
conpetence of the Union Legislature, in enacting Mnes and
M nerals (Regulation and Devel opnment) Act, 1957, nore
particularly, Section 9 thereof as well as the power of the
Central CGovernnent to enhance or reduce the rate of royalty,
payable in respect of minerals and it was held that the
parliamentary |egislation under 1957 Act, having occupied
the entire field, neither Entry 23 of List Il nor Entry 50
of the said List, could be attracted. The Court also in
addition, canme to hold that the royalty being a tax on
m neral including land, |abour and capital enployed in
extraction of the mneral, it would fall under the residuary
Entry 97 of List I.
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In view of the aforesaid decisions of this Court, on
interpreting the different legislative entries, conferring
power on the Union Legislature as well as the State
Legislature and the Iaw made by the Parliament in enacting
the Mnes and Mnerals (Regulation and Devel oprent) Act,
1957, we would now exam ne the contentions raised by M.
Chi danbaram and M. Shanti Bhusan, appearing for the
appel l ants. According to M. Chidanbaram Entry 50 of List
Il deals wth the power of the State Legislature to |evy
taxes on mineral rights subject to any limitation inposed by
Parliament by law relating to mneral developnent. Entry 54
of List | is the conpetence of the Union Legislature to make
| aw, regulating Mnes and M neral s Devel opnent to the extent
to which such regul ati on and devel opnent under the contro
of the Union is declared by Parliament by law to be
expedient in the public interest and the Mnes and M neral s
(Regul ation and Devel opnent) ‘Act, 1957 has been enacted,
whi ch can be referable to the aforesaid Entry 54 in List I.
In List Il', the Regulation of Mnes and M neral s Devel opnent
is provi ded under Entry 23, and, therefore, State
Legi sl ature would have the power to nmake law, regulating
M nes and M nerals Devel opnent, but it would be subject to
the provisions of List [-with respect to Regulation and
Devel opnent under the control of the Union. It cannot be
disputed that the Mnes and Mneral's. (Regulation and
Devel opnent) Act, 1957 is a legislation mde for the
devel opnent of mines and minerals and has been declared by

Parliament to be expedient in the public interest. M.
Chi danbaram contends that the aforesaid Act of 1957 covers
the field, so far as Entry 23 in List Il is concerned but
does not, in any way affect the conpetency of the State
Legislature in the field covered by Entry 50 of List Il and

in that view of the matter, the provisions of Section 9(3)
of the Act which purports to denude the power of the  State
Legi slature fromlevying tax on mneral rights, nust be held
to be unconstitutional. M. Chidanbaram also contends
that the power of regulation and control, referable 'to Entry
54 of List | is separate and distinct fromthe ‘power of
taxation, referable to Entry 50 of List Il and such specific
power of the State Legislature under Entry 50 of List |I1,
cannot be cut down or fetter in any manner by the general
power of control exercised by Parlianent by a legislation on
a matter falling under Entry 54 of List I. In support of
this contention, reliance has been placed on the decision of
this Court in the case of State of U P. and- Anr. VS.
Synthetics and Chemicals Ltd. and Anr., 1991(4) S.C. C. 139.
M. Chi danmbaram also urged that in a federal ~system of
governance, as in our country, the Constitution itself. has
clearly demarcated the legislative field for |evying tax by
the Union and the State and so far as, the Union is
concerned, those entries are Entries 82 to 92 in List | and
so far as the State is concerned, those entries are Entries
45 to 63 in List Il of the Seventh Schedule. The field of
| evy of tax having been clearly demarcated and |limtations
and restrictions having also nmentioned therein, the Munes
and Mnerals (Regul ation and Devel oprment) Act, 1957, cannot
be held to be an Act, authorising levy of tax on mnerals,
as the competence of the Union Legislature in the aforesaid
legislation is referable to Entry 54 of List | and by such
general enactnment, the distinct taxing power of State on
M nerals under Entry 50 of List Il of the Seventh Schedul e,
cannot be obliterated and denuded and, therefore, the
provisions of the 1957 Act, purporting to taking away the
power of the State Legislature nust be struck down. M.
Chi danmbaram  being conscious of the Three Judge Bench of
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this Court in Mbhalaxm, submtted that it would be only
appropriate to refer the matter to a larger Bench. M.
Chi danmbaram also lastly urged that in Mihal axmi, the Court
was not sure about the legislative conmpetence of the
Parliament under Entry 54 of List I, for upholding the
validity of Section 9 of the 1957 Act and that is why, it
took recourse to the residuary power under Entry 97 of List
I and in view of the specific taxing power under Entry 50 of
List 1I, the residuary power of the Parlianment under Entry
97 of List | will not over-ride.

M. Shanti Bhusan, the |earned senior counsel for the
appel lants in sone of these appeals, contended that in none
of the cases, this Court has considered the provisions of
Articles 268 to 272, contained in Part X I of t he
Constitution, and, therefore, the matter requires further
exam nation.

After the conclusion of the argunents on behalf of the
appel | ant's,~ the ~decision of this Court in B.A Jayaram and
Os. Vs. _Union of India and Os., 1984(1) S.C.C. 168, has
been brought to the notice, where-under the Court was
construing Entry 57 of List Il and Entry 35 of List IIl and
the power of levying tax on vehicles suitable for wuse on
roads and the Court held that it is the State Legislature,
which has the power to | evy taxes on vehicles suitable for
use on roads, though it nay be opento Parlianent to |ay
down the principles on which taxes may be levied on
mechani cal | y propel I'ed vehi cl es.

M. S. K Dhol akia, ~the I|earned senior . counsel
appearing for the State of Gujarat as well as the " |earned
counsel , appearing for the Union of India, on the other hand
submitted that Entry 50 of List' Il _itself contains an
in-built limtation, the same being limtation inposed by
the Parliament by lawrelating to mneral devel opnment.
Since MVRD Act is a law made by Parlianent, relating to
m nerals devel opment, any provision in the aforesaid Act
woul d over- ride the taxing power of the State on mnerals
and in this view of the matter, the MVRD Act, nust prevail
It was al so contended that this Central Legislation has been
in the field for nore than 45 years and the provisions
thereof have been interpreted by this Court in severa
cases, as referred to, both in India Cement and Mahal axmi,
and, therefore, it would be futile to refer the matter to a

| ar ger Bench for reconsideration. According to M.
Dhol akia, the Three Judge Bench Judgnment in ~Mahal axm ,
covers all the points urged and, therefore, these appeals

shoul d be di sm ssed.

Havi ng considered the rival subm ssions, although, we
find the arguments advanced by M. Chi danbaram are
attractive, but in view of the series of decisions, already
referred to, we do not think it appropriate to refer these
appeals for the decision of a larger Bench and in our
opi nion, the contentions raised have been fully covered by
the Three Judge Bench Judgnment of this Court in Mhal axm.
Royalty on minerals is a tax, is concluded by the Seven
Judge Judgnent of this Court in India Cenment. The power of
State Legislature wunder Entry 50 in List Il nanely tax on
mnerals vis-a-vis Section 9(3) of the MVRD Act, 1957 nmmde
by Parlianent under Entry 54 of List | was also considered
in the case of India cenent and it was held that in any
event, it would be outside the conpetence of the State
Legislature in view of Sections 9 and 9(3) of the Mnes and
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M nerals (Regul ation and Devel opnent) Act, 1957. |In fact,
the Court in India Cenent, did not accept the earlier
judgrment of this Court in H S.R Murthys case, on the ground

that in Mrthy, the attention of the Court had not been
invited to MVRD Act and Section 9 thereof. |In paragraph 30
of the Judgnment in India Cenent, the Court held:

It is, therefore, a clear bar on the State
| egislature taxing royalty so as to in effect amend Second
Schedul e of the Central Act.

In the aforesaid India Cement case, the Court had al so
further held that since the control of mnes and mnerals
devel opnent were taken over by Parlianment, the inmpost by the
State Legislature either under Entry 49 or 50 of List |II,
cannot be uphel d. The Court had also held that tax on
mnerals is covered by Section 9 of the Central Act and the
entire field is thus covered.  Though, the validity of a
State | egi slati on- was under consi derati on, but the
conclusion ~of this Court was that for levying a tax on
m neral s —under the MVRD Act, the Central Legislature was
fully conpetent in view of the declaration nade by the
Parliament and on the other hand State Legislatures have
been denuded of Jits power. In Mbhalaxm, however, as
already stated, the validity of the Central Legislation was
under chal l enge, as in the present case and the Court upheld
the provisions ofl MMRD Act and Section 9 and 9(3) thereof,

by holding that by Entry 54 of List 1, it was wthin the
| egi slative conpetence of Parliament to make the law in
guestion and neither Entry 23 of List Il nor Entry 50 of
List Il would be attracted. It is no doubt true that in the
aforesaid case, the Court had also held that Entry. 97 of
List | wll confer the legislative conpetence, 'but not
because the Parlianment has no conpetence under Entry 54 of
List |, but that was an additional prop, and, therefore M.

Chidanbaram is not right in his submssion that the Court
took recourse to the residuary power under Entry 97 of List
l. In Synthetic Chenicals case, 1991(4) S.C.C. 139, this

Court no doubt had observed that the power of regulation and
control is separate and distinct from power of taxation, but
while considering Entry 50 of List Il _and conparing wth
Entry 54 of List IlI, this Court had observed that the w de
taxing power of the State under Entry 54 of List Il and its
conditional or restricted taxing power, for exanple, over
mneral rights, nmentioned in Entry 50 of the said List is
significantly different. Thus, the Court itself noticed the
condi ti onal or restricted taxing power of ~the State
Legi slature wunder Entry 50, the same being limtations
i nposed by Parlianment by law, relating to m nera

devel opnent and the MVRD Act being a | aw nade by Parl i anent
relating to mineral devel oprent, obvi ously because of
Section 9 in the Central Act, the State Legislature is
denuded of its power and at the sane tinme, the Parlianents

conpetence to have the | aw made, no | onger remains in doubt.
The aforesaid decision, therefore is of no assistance. In
B. A Jayaram and Os. Vs. Union of India and Os., 1984(1)
S.C.C., 168, the two entries, which were for consideration
before this Court were Entry 57 of List Il and Entry 35 of
List 111. Entry 57 is itself subject to Entry 35 of List
I1l and, therefore, question for consideration was, what was
the content and extent of power under Entry 35 of List |11
whi ch reads: Mechanically propelled vehicles including the

principles on which taxes on such vehicles are to be
levied. In construing Entry 35 of List Ill, this Court held

that it would be open to Parliament to lay down the
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principles on which taxes may be levied on Mechanically
propel |l ed vehicles, but Parlianment, while enacting the Mtor
Vehicles Act, nore particularly, Section 63(7) thereof,
refrain from indicating any such principles, ei t her
expressly or by necessary inplication and, therefore, the
States power to tax on such notor vehicles under Entry 57
of List Il was left un-inhabited. But in the case in hand,
the Seven Judge Bench judgnent in India Cement as well as
the ot her decisions including the three Judge Bench Judgnent
in Mbhal axmi, have already held that the Union Legislature
did have the conpetence under Entry 54 of List | to enact
MVRD Act, 1957 and Section 9 and 9(3) thereof provide for
levy of royalty on minerals and, therefore, we are bound by
the sanme and the aforesaid decisions relied upon by M.
Chi danbaram wi | | not assist the appellants.

Articles 268 to 272 in Part XIl of the Constitution
deal with the distribution of revenue between the Union and
the States. In Part Xl of the Constitution, Article 265
provides ' that there cannot be any levy of collection of tax
wi thout the authority of law. The expression authority of
law refers to a valid law which neans the tax proposed to
be levied must be within the |egislative conpetence of the
| egislature inmposing the tax ; and the |aw nmust be validly
enacted; the |aw nust not be a col ourabl e use of or a fraud
upon the legislative power to tax; thelaw nust not violate
the conditions of fundamental right as that in Article

19(1)(a) or 19(1)(Q9); it must not also contravene the
specific provisions of the Constitution which i mpose
[imtation on |legislative power relating to particular
matters like Articles 276 to 286 or 301 and ; the tax mnust

be authorised by such valid |aw. The ~constitutiona
provisions dealing with the distribution of revenue between
the Union and the States contained in Articles 268, 269 and
272 depends upon the fact when a particular legislation is
attacked on any one of these grounds and an exam nation of
those assertions. The legislation in question nanely the
MVRD Act and its validity has been upheld as al ready stated
in the anvil of Article 265 inasnuch as it has - been held
that the tax levied on mnerals under Section 9(3) of the
Act is by virtue of a valid legislation nade by the
Parliament in exercise of its |egislative conpetence under
Entry 54 of List | and no question of violation of
fundanental right arises. |n one of the judgnents, it ~has
been held that the power cannot be held to be in col ourable
use of legislative power. |In that view of the matter on the
subm ssions rmade by M. Shanti Bhushan, we areunable to
persuade ourselves to refer these matters for decision of a
| arger Bench. In the aforesaid prem ses, these appeals fai
and are accordingly di sm ssed.

A group of wit petitions had been disposed of by the
Gujarat Hgh Court, dismssing the sane, follow ng the
judgrment of the said High Court dated 22nd of June, 1994 in
Speci al Cvil Application No. 6226 of 1994. Wi | e
dismssing the wit applications, though the interimorders
stood vacated, the Court had not passed any order wth
regard to paynent of interest. But in Special GCvi
Application No. 6226/94, while vacating the interim order
and di scharging the rule, the Court has specifically ordered
for payment of interest @18% per annum On application for
clarification being filed in those group of wit petitions,
where no order with regard to paynent of interest had been
made, the Hi gh Court directed the paynment of interest @18%
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per annum which direction had not been nade while disposing

of the wit petitions. Those orders of the H gh Court,

clarifying the earlier order directing paynment of interest @
18% per annum are al so subject matter of appeals in sonme of

these appeals including Cvil Appeal No. 3119/95. W have
heard the Ilearned counsel for the parties and in our

considered opinion, the direction to pay interest @ 18% per

annum nust be held to be unreasonable. We, therefore,

nodi fy the same and direct that the interest would be paid @
9% per annum Cvil Appeal Nos.7607/95 & 7472/94 and

SLP(Civil) No.21620/94: - -

These Civil Appeals and the Special Leave Petition
ari se out of judgnent of the Madhya Pradesh Hi gh Court. The
H gh Court had foll owed the earlier decision in Mhal axnis

case. The said decision in Mahal axm, has been upheld by
the Supreme Court in 1995(Supp.) 1 S.C C 642. Consequently,
t hese appeals and the special |eave petition st and

di sm ssed




