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ARI JI T PASAYAT, J

The only point involved in these cluster of appeals is
whet her the Hi gh Court of Bonmbay was justified in directing
paynment of interest on rental conpensation awarded to
per sons whose | ands were acquired under the Land
Acqui sition Act, 1894 (in short the ’Act’).

Factual matrix giving rise to these appeals is al nost
undi sput ed except that the dates in regard to the
notifications issued under Sections 4 and 6 of the Act are
different. Lands of the respondents were acquired by the
appel l ant-State by private negotiations and accordi ngly
possessi on was taken prior to issuance of notification
under Section 4 of the Act. Subsequently, notification
under Section 6 of the Act was al so issued. The Land
Acqui sition Oficer fixed the conpensation payabl e and the
statutory entitlenents. The State of Maharashtra by
several resolutions and instructions contained in Crculars
dated 1.12.1972, 17.9.1977, 2.4.1979 and 24. 3. 1988 provi ded
for rental conpensation payable to title hol ders of | ands.
The resolutions in question, inter alia, provided that
where possession of lands is taken by private negotiations
a certain percentage of the estimted val ue of the | and was
to be paid as rental conpensation. It was also indicated
that pronpt payment of such compensation shoul d be done.

The | and owners approached the H gh Court by filing
wit petitions making a grievance that after taking
possession of the |and no rental conpensation was either
bei ng paid, or, there was abnornmal and unusual delay in
maki ng paynent thereof. They claiminterest for such
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del ayed paynment. The Hi gh Court by inpugned judgrment held
that the non paynent of rental conpensation within the tine
prescriptions indicated in the resolutions amunted to
deprivation of valuable property w thout due paynent
therefor. It was directed that State authorities have to
pay the conpensation and interest thereon at the rates
prescribed in the Government resol ution dated 24th March
1988 and the paynment was to be rel eased as expeditiously as
possi bl e but in no case beyond the period of six nonths
fromthe date of judgnent by the Collector concerned. It
was held that |and owners will be entitled to rai se demand
of rental conpensation as well as the interest thereon
before the Col | ector when the award under Section 11 of the
Act is passed or before the Reference Court, as the case
may be. In case the concerned Oaner has not been paid 80%
of the conpensation as calculated by the Collector while
taki ng possession of the'land without issuing notice under
Section 4(1) of the Act, the Governnent was directed to
review its policy for higher rate of rental conpensation as
wel |l as . interest thereon in the Iight of provisions
contained-in Sections 17(3-A), 23(1-A) and 28 of the Act.
The rate of interest was stipulated to be 12%on the renta
conpensati on anount. The High Court with reference to
various resolutions  noted above accepted the prayer and
directed as noted above.

In support of the appeals, |earned counsel for the
appel l ant-State and'its functionaries subnmitted that there
was no question of granting any interest on the renta
conpensation. The Hi gh Court clearly erred in relying on
provisions |ike Section 17(3-A) or 23(1-A) to grant
i nterest by anal ogy. There is no statutory entitlenent for
any rental conpensation. But with a viewto elimnate
difficulties of the | and owners whose clainms get |ocked up
inthe litigation and with a sense of benevol ence, the
novel concept of rental conpensation was introduced by the
State. When there is no statutory entitlenment, the question
of granting any interest does not arise. It is pointed out
that in nost of the cases paynent of the renta
conpensati on has been made. It is also submitted that when
there is no statutory liability there is no question of
payi ng any interest on assumed equitable grounds. The rate
of 12%it is submtted is clearly w thout any basis and cut
of f date fixed whereafter the interest starts running is
wi thout any rationale. The claimfor interest has been nmade
after unusually long periods, and the H gh Court shoul d
have thrown out the wit petitions on the ground of del ay
and | aches.

Per contra, |earned counsel for the respondents
submitted that the true essence of the resolutions and the
purpose for which rental conpensation was granted is sought
to be over |ooked on the technical plea that the anount of
rental conpensation is not under the Act. Even if it is not
under the Act, the spirit behind statutory prescriptions
under Sections 17(3-A) and 23(1-A) read with Section 28 of
the Act cannot be lost sight of. It was subnmitted that the
decisions relied upon by the High Court in Gadag Sub-

Di vi sion, Gadag v. Mathapathi Basavannewwa and Ors (1995
(6) SCC 355) and Executive Engineer, Irrigation Division v.
Laghubhai Nanubhai and O's. (1995 Supp (4) SCC 583) clearly
indicate the logic of the claimnade by the | and owners and
accepted by the High Court. The Hi gh Court took note of
the fact that in sone cases interest has been granted and
therefore a departure cannot be nade in respect of the




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

Page 3 of 4

present respondents.

It was pointed out by |earned counsel for the
appel l ants that there was no resol ution adopted for
granting interest and even if in some cases interest has
been held to be payable by a person whose conpetence to
gi ve such direction is not free fromdoubt, the |and owners
cannot lay clains for anpbunts which are not statutorily
payable to them Merely because in single case or two
interest was directed to be paid, it has no binding force.

It is to be noted that the resol utions adopted by the
CGovernment were intended to benefit the |and owners whose
| ands were acquired. To avoi d unnecessary del ays in paynent
urgency for followup action was indicated in the

resol utions. To that extent, |earned counsel for the |and
owners are onterra firma. But legally the |and owners are
not entitled to any interest. There is no provision either
in the resolutions or in the statutes concerned which
entitles the | and owners to paynment of interest. \Watever
is statutorily payabl e has been clearly indicated in the
Act itself. Section 23(1-A) of the Act was introduced by
Amendnent Act of 1984. There is no dispute, and in our
opinion rightly that rental conpensation is not relatable
to the Act. The entitlenment of the claimnts-is on the
basi s of CGovernnent’s resolutions i.e. on the basis of
executive orders.

It is crystal clear froma bare reading of the
provisions of the Act that it does not provide for payment
of any rental compensation. Therefore, the appellants are
correct in their stand to the extent that the liability
for rental conpensation does not have its source under the
Act. Therefore, the logic of Sections 17(3-A), 23(1-A),
Section 28 of the Act and Section 34 has no application in
law to rental conpensation. That being the position, the
Hi gh Court was not justified in relying on Sections 17(3-
A), 23(1-A) or Section 28 of the Act to grant interest.

But the problem does not end there. Admittedly, the
possessi on of |and was taken |ong years back. Thereafter,
the I and owner does not practically possess any right over
the land in question except to the conpensation as
statutorily provided for. But it would be illogical and

i mproper to turn Nelson’s eye to the factual position as

hi ghl i ghted by the respondents. It is not in dispute that
in nmost of the cases the rental conpensation has not been
paid. If that factual position continues it clearly is a
case where the anmount to which a person is entitled is

wi thhel d without any legitimte excuse. Learned counse

for the appellants strenuously urged that in nost of the
cases the proceedi ngs have not yet attained finality and
are pending either before Reference Court or in appeal

That does not provide a legitinmate excuse to the appellants
to wi thhol d payment of the rental conpensation. The anpunt
cal cul ated on the basis of award by the Land Acquisition

O ficer cannot be below than the anmpunt to be ultimately
fixed. If in appeal or the reference proceeding, there is
any variation, the same can be duly taken note of as
provided in law. There is no difficulty and we find none as
to why the conpensation on the basis of value determ ned by
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the Land Acquisition Oficer cannot be paid. If there is
upward revision of the amount, the consequences will follow
and if necessary re-determ nation of the renta
conpensati on can be nade and after adjustnent of the anount
paid, if any, bal ance can be paid. If however the Land
Acquisition Oficer’s award is maintained then nothing
further may be required to be done. In either event,
paynment of the rental conpensation expeditiously would be
an appropriate step. Looking at the problem from anot her
perspective, one thing is clear that authorities have
clearly ignored the sense of urgency highlighted in the
various resol utions.

The crucial question is whether there can be any
direction for interest on rental conpensation once it is
held that the sanme has to be paid within the tine frane,
notw t hstandi ng the fact that there is no statutory

obl i gati on

I't i's not"in disputethat in certain cases paynents
have al ready been nade. Though the inevitable conclusion is
that the H gh Court is not justified in directing grant of
interest on the logic of various provisions contained in
the Act, yet there i's an-elenment of equity in favour of the
l and owners. It is, however, seen that the wit
applications were filed long after the possession was
taken. This factor cannot be |ost sight of while working
out the equities. It would therefore be appropriate if
appel l ants pay interest @% from1.4.2000 till amounts
payabl e as rental conpensation are paid to the concerned
| and owners. This direction shall not apply to those cases
where the paynents have al ready been nade prior to
1.4.2000. Appeals are allowed to the extent indicated
wi t hout any stipul ation of costs.




