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Land Acquisition Act (1 of 1894)--Conpensation--Principles
for determ ng.

HEADNOTE

According to the general principles set-out in sections 23
and 24 of the Land Acquision Act, 1894, for deternining
conpensation, the conpensation payable to the owner of the
land is the market val ue which is deternmined by reference to
the price which a seller mght reasonabl e expect to obtain
from a willing purchaser; but since it may not be possible
to ascertain this with any anmount of precision the authority
charged with the duty to award conpensation is bound to make
an estimate judged by an objective standard. The 1 and
acquired, has, therefore, to be valued not only wth
reference to its condition at the time of the declaration
under s. 4 of the Act, but its potential value also nust be
taken into account. This Court has |aid down the nethods of
val uation to be adopted in ascertaining the market val ue of
the land on the date of the notification under s. 4, which
are : (i) opinion of experts (ii) the price paid within a
reasonable tine in bona fide transactions of the purchase of
the lands acquired or the lands adjacent to the |ands
acquired and possessing simlar advantages and (iii) a
nunber of years purchase of the actual or imediately
prospective profits of the |ands acquired. These nethods,
however, do not preclude the Court fromtaking any other
special circunstance into consideration, the requirenent
being always to arrive as near as possible an estimate of
the market val ue. In arriving at a reasonable correct
market value it nmay be necessary to take even two or al
these nethods into account in as rmuch as the exact val uation
is not always possible as no two | ands nay be sane either in
respect of the situation or the extent or the potentiality,
nor is it possible in all cases to have reliable materia
fromwhi ch that val uation can be accurately determ ned. [211

H




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

Page 2 of 6

Speci al Land Acquisition Oficer- Bangal ore v. T. Adinarayan
Setty, [1959] Supp. 1 S.C.R 404, referred to.

In the present case, the Hi gh Court was not justified in
adopting the sale-deed in respect of a land which was
farther away not only fromthe | and acquired, but from the

t own. The annual rental value of the |land acquired, based
on the rent fixed in 1944 when that |and was not of such
great value as-, it had acquired at the tinme when section 4

notification was issued, would also not furnish a proper
nmet hod of conputation. The Hi gh Court was not justified in
giving 10 per cent towards potential value, be. cause, that
el ement was inherent in the fixation of market value of the
land and could not be assessed separately. The Hi gh Court
was al so not justified in disallowing 5 per cent awarded by
the Judicial Conm ssioner Is conpensation for severance
nerely because there was an entrance to the | and. VWen a
portion of the land is acquired and a |large portion |eft out
there would be dimnution. in the value of land that is |eft
out for which sone conpensation has to be allowed. [214 B]

JUDGVENT:

ClVIL APPELLATE JURI SDI CTION: C A..Nos. 661, 1380, 1885 &
1886 of 1967.

209
Appeal fromthe judgnent and order dated February 25, 1965
of the Patna H gh Court in First Appeals Nos. 437 and 438 of
1959.
S. V. GQupte, B. P. Rajgarhia and U P. Singh, for the
appellants in C A Nos. 661 and 1380 of 1967) and for
respondent No. 1 C. A Nos. 1885 and 1886 of 1967).

D. Goburdhun, for the respondent (in C A Nos. 661 and 1380
if 1967 and for the appellant (in C A Nos. 1885 and 1886 of

1967).
The Judgrment of the Court was delivered by
P. laganmohan Reddy, J. These appeals are by certificate

against the judgnment of the Patna Hgh Court  in |and
acqui sition appeals. Two notifications dated 7-7-1954 under
section 4 of the. Land Acquisition Act 1894 (Act 1 of 1894)
(hereinafter <called "the Act’), were issued one in respect
of a portion of Plot Nos. 178 and 1784 —admeasuring 2.65
acres and the other in respect of the whole of the plot No.
1783 adneasuring 2 acres situated in Ward No. 3 of Ranch

Muni ci pality. Section 6 notification in respect of these
| ands was published on 7-9-1954 and possession was taken on
23-9-1954 under section 17(1) after naking a .declaration
under section 17(4) that the provisions of section 5A shal

not apply. The Collector awarded conpensation of Rs.
1,20,419-6-11 in respect of the first acquisition and Rs.
47,648-13-6 in respect of the second. Thereafter, at the
instance of the claimant, a reference under section 18 of
the Act was made to the Judicial Comm ssioner of ' Chhota
Nagpur, Ranchi who. while maintaining the market val ue,  of

the | and, awarded by the Col | ector, gave further
conpensation for severance at the rate of 5% and 10% in
respect of potential value of the |and. The Judicia

Conmi ssi oner, however, did not grant the 15% sol ati um under
section 23(2) of the Act. Being dissatisfied, the claimnts
preferred appeals to the High Court. The Hi gh Court revised
the conpensation and awarded Rs. 90, 000/-per acre and 15% as
sol atiumon the market val ue under section 23(2) of the Act
but did not grant themthe 5% towards severance. I nt erest
at 6% per annum on the amount of enhanced conpensation from
23-9-1954 together with costs was al so decreed. Against the
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j udgrment and decree, the claimants have filed Civil Appeals
661 & 1380/67 while the State has filed Cvil Appeals 1885-
86/ 67.
The lands in question which have been acquired were earlier
| eased on 22-9-1944 to the MIlitary authorities on a rent of
Rs. 600/- per nonth for a period of 6 nonths under a
regi stered deed with option Lo renew for a maxi num peri od of
10 years
210
whi ch period expired on 21-9-1954. One of the conditions of
the lease was that on the termination of the |ease, the
| essor woul d exercise the option given under the lease to
purchase all buildings, structures, gardens and any other
structures constructed by the | essee during their occupation
of the | eased property, at 75 per cent of the valuation that
woul d be determ ned by the Superintending Engi neer, Chhota
Nagpur Circle, andin case the lessors refused to purchase,
the lessee was entitled to dismantle and take away the
materials., Towards the end of the |ease period, the Govern-
nent of Bihar decided to acquire the property for the State
Sol di er s, Sai'l ors and ~Airmen’s Board and initiated
proceedi ngs as aforesai d.

In these appeals the only question that has to be determ ned
is : Wat is the market value of the property as on the date
of section 4 notification ? In the valuation report given by
the Land Acquisition Oficer, Ranchi, Ex-1, the principle of
capitalisation on the basis of 20 tinmes the annual rental of
Rs. 7,200/- at the rate of Rs. 600/- p.m was adopted as the
price of-the lands. In that report it was al so pointed out
that the sale price of 1.08.5 acres out of the prem ses of
the Ranchi Club as per registered sale-deed, Ex. G- 1 dated
1-4-1953, was Rs. 41,470/- per acre. which was not fair
Apart fromthese 25 other sale transactions in respect of
portions of Plot No. 1789 between 1952 and 1953 were also
referred in that report. Sone of these |ands were situated
opposite to the Ranchi Club and the sale price cane to Rs.
1092/ - per katha, which is about Rs. 60,000/- per acre. He
was further pointed out that sone other lands ‘a Jittle
further away fromthe main road but belonging to the sane
Pl ot No. 1789 were sold at the rates between Rs. 250/ /- to
Rs. 800/- per katha. This report formed the basis of the
award nade by the Collector. The H gh Court took judicia
notice, and in our view rightly so, that after t he
termnation of the Second Wrld War in 1945 there was  a
rise in land values due to the increased demand of homnestead
ands for building purposes. It also considered various
sal e-deeds produced and proved on behal f of the  claimnts
along with the oral evidence to determ ne the market val ue
of the land. The objections fromboth the appellant and the
respondent were taken into account in respect of ~each of
these and nost of them were considered as not furnishing a
proper or adequate valuation either having regard to the
di stance of the | ands which were the subject-matter of the
sale or the inadequacy of the information pert ai ni ng
thereto. The Hi gh Court, however, adopted the price in the
sale deed Ex-C-1 executed on 6-5-1953 by the Ranchi Cub

in favour of the President of India in respect of

1.085 acres 3 bighas 5 kathas 10 chhataks in Plot No. 1221
for Rs. 45,000/:as the basis for arriving at the market
val ue of the acquired | and.

211
Though the land in question was situated on the main Ranchi -
Chai basa Road, a strong objection was taken agai nst adopting
the price as a basis because it was not only 1/2 mle away
from the land under acquisition but what was sold was only

Lt d.
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the Ileasehold right in the |and. These objections were
rejected on the ground that for all,practical purposes the
interest that was held or sold by the Ranchi Cub under
Ex.C1 was not inferior to an absolute title. The area of
the land, the subject matter of the sale, was considered to
be fairly large being nore than 1 acre and the situati on was
also the sane as the | and under acquisition except that it
was farther away fromit. |In these circunstances, the Hgh
Court thought, after a proper allowance is nmade for the
difference in distance, the transaction yields a nore
acceptable guide for determ ning the market value of the
| and under acquisition and accordingly, it adopted tw ce the
price. as charged for the land in Ext.C1 as indicating a
fair market value of the land in question. The Hi gh Court
further added Rs. 7060/- per acre as the difference between
tenure rights and | ease-hold rights that were held by the
President of India and awarded Rs. 90,000 /- per acre.
This. it did notw thstanding the fact that it was conscious
that there was no definite data for the two additions that
have been nmade, because in its view, in cases of this nature
a certain amunt of estimate has to be made which nay even
be arbitrary. Accordingly, it awarded conpensation for the
4.65 acres of |land which was acquired by the CGovernment at
Rs. 90,000/ per acre together with 15% solatium Payable
under clause (2) of section 23 of the Act. 5% conpensation
for severance of land fromthe clai mants’ ot her portion of
the land that remained with them after ~acquisition, which
was awar ded by the Judicial Comm ssioner, Chhota Nagpur, was
di sal l owed on the ground that there was an entrance to the
back portion of the land which was left withthe #owners and
al so because there was no evidence to show that in fact
there had been any depreciation in he value of the renaining
area and if so, to what extent. On the other hand, \it nain-
tained the 10% on the market value of the |and awarded by
the Land Acquisition Court on-account of the increase in the
potentialities of the land. The basis adopted by the Hi gh
Court is challenged on the ground that they are contrary to
the well established principles applicable for determning
the val ue of |ands acquired under the Act.

The general principles for determining conpensation have,
been set out in sections 23 & 24 of the Act. The
conpensati on payable to the owner of the land is the nmarket
val ue which is determned by reference to the price which a
seller mght reasonably expect to obtain from a wlling
purchaser, bat as this nay not be possible to ascertain with
any amount of precision, the authority charged with the
duty to award conpensation is bound to

212

nmake an estimate judged by an objective standard.. The /|and
red has, therefore, to be valued not only wth
reference to its condition at the time of the declaration
under section 4 of the Act but its potential value also nust
be taken into account. The sal e-deeds of the |ands situated
in the vicinity and the conparable benefits and advantages
which they have, furnish a rough and ready nethod  of
conputing the market value. This, however, is not the only
nmet hod. The rent which an owner was actually receiving at
the relevant point of tine or the rent whi ch the
nei ghbouring lands of sinmilar nature are fetching can be
taken into account by capitalising the rent which according
to the present prevailing rate of interest is 20 tines the
annual rent. But this also is not a conclusive nethod.This
Court had in Special Land Acquisition Oficer, Bangalore v.
T. Adinarayan Setty(1), indicated at page 412 the nethods of
val uation to be adopted in ascertaining the market value of

acqui
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the land on the date of the notificatioa under section 4(1)
which are : (i) opinion of experts, (ii) the price paid
within a reasonable tine in bona fide transactions of
purchase ,of the lands acquired or the | ands adjacent to the
| ands acquired and possessing simlar advantages; and (iii)
a nunber of years’ purchase of the actual or imediately
prospective profits of the |ands acquired. These nethods,
however, do not preclude the Court fromtaking any other
special circunstances into consideration, the requirenent
being always to arrive as near as possible an estimate of
the market val ue. In arriving to a reasonably correct
mar ket value, it may be necessary to take even two or all of
those nethods into account inasmuch as the exact valuation
is not always possible as no two |ands may be the sane
either in respect of the situation or the extent or the
potentially nor is it possible in all cases to have reliable
material from which that valuation can be accurately
det er m ned.

Bearing these principles in mnd, we do not think that the
Hi gh Court was justified in-adopting the registered sale-
deed, Ex.C- 1 executed by the Ranchi ~Club, in favour of the
President of India, because that land is farther away not
only fromthe, land acquired but fromthe town though it 1is
on the muin Ranchi Chaibasa Road. Even the H gh Court
recognised that there was no definite data for the two
additions that have been made and in our view it would not
be a proper nethod of ascertaining the value of the |I|and
"acqui r ed. The only two docunents that may 'be considered
are Ex.10 and Ex-11 which arein respect of the |ands
situated in the vicinity and on either side of the land ac-
qui red. The other sale deeds are of smaller areas and do
not furnish a proper basis for ascertaining the market val ue
and have been- quite properly not relied upon by the |earned
Advocat e for

(1) (1959) (Suppl. 1) S.CR 404.

213
the claimants’ The annual rental value of the |land acquired,
nanely, Rs. 7 200/- will also not furnish a proper nethod
of conmputation because that was a rent fixed in~ 1944 when
that | and was not of such great value as it had acquired at
the time when sec. 4 notification was issued. A perusal of
the correspondence between the owners of the land and the
Deputy Conmi ssioner of Ranchi would show that the |and
owners had given it at consessional rate to' the Mlitary
authorities having regard to the purpose for which it was
being put to use. On behalf of the claimants great reliance
is placed on Ex.11 which is a sal e-deed executed on 16-12-
1946 by the claimants the Ranchi Autompbiles of an area of 1
bigha 17 kathas equal to .617 acres for Rs. 1,45, 000/.
After deducting Rs. 15,403/- the price of the structures
according ;to the Engineer’s report in 1959 (Ex-25), the net
value of the land is Rs. 1,29,697/-. This value would work
out to Rs. 2,08,135.70 per acre. The High Court rejected
this conputation on the ground that though the |and was
contiguous to the I and under acquisition, neither the value
of the punmp and the other structures belonging to Burmah
Shell nor the value of the structures that m ght have been
on the land on the date of the sale which were built by the
vendees as |essees could be ascertained either from the
sal e-deed or the evidence. Ex.10 is a |lease in respect of
1/3 acre granted by the owners to Thakur Chandra Bali Shah
and others executed on 20-2-1950 on a nonthly rent of Rs.
157/-. The H gh Court calculated the nonthly rental of the
| and under acquisition at that rate to be not |less than Rs.
2,000/ - per nonth or Rs. 24,000/- per year. On the basis of
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20 times the annual rent if conmputed Rs. 4,80,000/as the
mar ket val ue which works out at Rs. 1,03,226/per acre. It
is, however, pointed out on behalf of the claimants that the
H gh Court made a mistake in thinking that the rent for the
| and | eased under Ex.10 was Rs. 157/- p.m and on that basis
it calculated the annual rental value of 4.65 acres of the

acquired |and. W have checked the figures from the
original lease and find that in fact the rent is Rs. 175/-
and not Rs. 157/-. On this basis the rate per acre of 20

times annual rental value would come to Rs. 1,26,000/-.
Even if Ex. 11 is to be taken as, the basis and ,the value
of the structures as given by the Engineer in Ex.25 is to be
accepted that cannot furnish a proper basis because the | and
in questionis a snall area of .617 acres or just over 1 an
acre. A smaller area'such as this ona main road Wuld
certainly fetch a higher price conpared to a larger un-
devel oped area even though it-may have a frontage on the
main road. In order to develop that area atleast the value
of 1/3 of the land will have to be deducted for roads,
drai nage " and ot her anenities. On this basis, the value of
the land at Rs. 2,08, 135. 70 per acre would, after deduction
of 1/3 cone to Rs. 1,38,757/per acre. On the basis of the
rental of Rs. 175/- p:.m in Ex. 10,

214
the value at 20 tinesthe rental will work out as already
seen at Rs. 1,26,000/-. Allowing for an increase in rents

from 1950 to 1954, the date of section 4 notification, say
at 5% the value per acre may be Rs. 1,33,000/ - or

t her eabout . If we take the average of Ex.10 and Ex.11 as
conputed by us the value per acre would cone to about Rs.
1,35,878/-. In our view, Rs. 1,35,000/- per acre would be a

reasonable rate at which conpensation could be awarded to
the claimants. The H gh Court was not justified in ' giving
10% towar ds potential val ue because that el enent is inherent
in the fixation of the market value of the land and could
not be assessed separately.  The H gh Court was also not

justified in disallowing 5% awarded by the Judicia
Conmi ssi oner, Chhotanagpur as conpensation for “severance
nerely because there was an entrance to the | and. Wen a

portion left out there would be a dimnution in the val ue of
;the land that is left out for which sone conpensation has
to be allowed. The 5% allowed by the Judicial Comn ssi oner
Chhot anagpur is reasonable. 1In this view, the clainmants
would be entitled to a decree as follows in respect of the
| ands acquired : -
(1) At the rate of Rs. 1,35,000 per acre for
4. 65 acres;
(2) 5% severence and 15% solatium on. the
mar ket val ue conputed as in (1);
(3) Interest at 6%fromthe-date of  taking
possessi on.
The appeals of the claimants are allowed to the extent of
the variation and those by the Governnent are dismssed with
costs. The claimants will be entitled to proportionate
costs on the difference between the amounts decreed and
those that are now awarded in each of the two appeals filed
by them
K. B. N.
864SupCl / 72- 2500- 12-4-73 - d PF.
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