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

Page 1 of 2

PETI TI ONER
MUNI Cl PAL CORPCRATI ON OF GREATER BOVBAY

Vs.

RESPONDENT:
NEW STANDARD ENG NEERI NG CO. LTD.

DATE OF JUDGVENTO7/12/1990

BENCH
SHETTY, K. J. (J)
BENCH

SHETTY, K. J. (J)
AHVADI, A M (J)
SAHAI, R M (J)

Cl TATI ON
1991 Al R 1362 1990 SCR Supl. (3) 478
1991 SCC (1) 611 JT 1991 (1) 174

1990 SCALE (2)1236

ACT:
Bonbay Muni ci pal Corporation Act, 1888: Property Tax.

Section--154 Property tax--Rateable val ue of Respond-
ent’s building--How to be determ ned--Wether it is to be
determ ned under ‘'sub-section (1) or sub-section (3) of
Section 154.

Section 154--Explanation to Section 154(3) - - "Recog-
ni sed schene of subsidised housing for industrial workers or
per sons belonging to |ower incone groups or poor er
cl asses"--Consultation wth corporation--Effect of non-
observance of statutory prescription of consultation Hel d
prior consultation mandatory.

HEADNOTE

The Respondent Conpany an industrial concern constructed
a building to provide housing acconodation for its workers
under the Government Subsidi sed Schene for Industrial Wrk-
ers after obtaining a certain anbunt of subsidy and |oan
from the Governnment under an agreenment dated 12.11.1959.
Clause 5 of the agreenment required the Respondent Conpany to
adhere to all the terns, conditions and stipulations as in
force at the date of ' Governnment of I|ndia Subsidised Housing
Schene for Industrial Wrkers Cause 8 of the agreenent
i nposed Iimtation on the conpany not to charge rent exceed-
ing Rs.26.50 per nonth per tenenment inclusive of rmunicipa
rates and taxes.

For the purpose of charging property tax on the Conpa-
ny’s said building, the Minicipal Corporation mde the
assessment under subsection (1) of Section 154 of the Act.
In nmaki ng the assessnent the annual letting value was fixed
at an anount higher than the actual rent charged for each
tenenment. The Conpany objected to the assessnent raising the
pl an that the building has been constructed under the recog-
ni sed Governnent subsidi sed housing schenme for industria
workers and it is restrained fromcharging rent exceeding
Rs.26.50 per nonth fromeach allottee. Therefore the Rate-
able Value should be fixed under sub-section (3) and not
under sub-section (1) of Section 154. The Corporation re-
jected the contentions of the Conpany. Appeal preferred by
479




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

Page 2 of 2

the Respondent-Conpany to the Small Causes Court was un-
succesful. On further appeal the Hgh Court wupheld the
Respondent’s claimand directed the Minicipal Corporation to
revise the Rateable Value taking into account only the
actual rentals recoverable by the Respondent from each
tenant which would be the Standard Rent for each of the
bl ocks. On the crucial point of prior consultation, the High
Court held that the sane is nmore or less directive in nature
and not to be regarded as nmandatory and therefore the om s-
sion on the part of the Government to consult the Corpora-
tion cannot take the case out of the Explanation to sub-
section (3) of Section 154 of the Act and the Corporation
woul d not be at liberty to take the Rateable Val ue nore than
the actual rentals charged. The Corporation has appealed to
this court challenging the correctness of the decision of
the Hgh Court. Allow ng the appeal, setting aside the
judgnent of the High Court and restoring that of the Snmal
Causes Court, thi's Court,

HELD: ~ Procedural safeguards which are so often inposed
for the benefit  of persons affected by the exercise of
admi ni strative powers, are normally regarded as nmandatory,
so that it is fatal to disregard them Were there is a
statutory duty to consult persons affected, this must genu-
inely be done and reasonabl e opportunity for coment nust be
given. |If the exercise of power is likely to inpair the
proprietary or financial interests of nanmed bodies to be
consul ted, then generally the provision requiring consulta-
tion before the statutory power is exercised i's construed as
mandat ory. [485G H, 484H 485A]

There nust be opportunity for the Corporation.to express
its views on the recognised schene and the terns  thereof.
The opinion expressed by it may not be binding on the Gov-
ernnent which may take its own decision -but neverthel ess
consultation with the Corporation nmust be there on the
essential points and the core of the subject involved. If
there is no such consultation the Corporation cannot be
conpelled to fix the rateable value of the building under
sub-section (3). The High Court seens to have erred in this
regard. The right to be consulted in oppositionto a claim
or proposal which will adversely affect its financial inter-
ests is to be regarded as mandatory. [486F-G F]

Banwaril al Agarwalla v. State of Bihar & O's., [1962] 1
SCR 33; Kali Pada Chowdhury v. Union of India, [1963] 2 SCR
904; Naraynan Sankaran Mdoss v. The State of Kerala & Anr.
[1974] 1 SCC 68; Naraindas |ndurkhya v. ~State of MP.
[1974] 4 SCC 788 and Agricultural, Horticultural and forest-
ry Industry Training Board v. Ayl es-
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