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ACT:
The Land Acquisition Act, 1894, S. 23(1)--Considerations
for determnation of conpensation, scope of.

HEADNOTE

Responding to a notice under s. 9 of the Land Acquisi-
tion Act, 1894, the appellants flied a claimfor Rs.1500/-
per acre at which rate the adjoining|ands were sold. The
Col I ector awarded conpensation at the rate of Rs.450/- per
acre. At the instance of ‘the appellants under s. 18 of the
Act, the matter was referred to the District Judge who
enhanced the conpensation to Rs.11, 000/ per acre. An appea
by the Collector was allowed by the H gh Court on the ground
that the District Judge had acted contrary to the - nandate
contained in s. 25(1) of the Act, by awarding conmpensation
in excess of the amount claimed. The appellants contended
that their land had building potentiality and its value was
substantially mnore than Rs.500/- per acre, which had been
paid by themto the Governnent as diversion charges for
perm ssion t.o use the adjoining land for buil ding houses.
Al'l owi ng the appeal by certificate, the Court,

HELD: The circunstance that the appellants had vol un-
tarily paid Rs.500/per acre as diversion charges, for laying
out the adjoining land into plots as building sites, taken
in conjunction with the other facts, nanely, that the |and
in questionis within the municipal linits and is |ocated
just on the edge of an inhabited locality of the town,
havi ng. other buildings in the inmediate vicinity, show that
its potential value as building sites is nuch nore than the
rate of Rs.450/- per acre, awarded by the Collector and the
H gh Court. [760 C-D, 761 A-B]

JUDGVENT:
ClVIL APPELLATE JURI SDICTION: Civil Appeal No. 2128 of 1969.
From the Judgnent and Order dated 4th My, 1968 of
the Madhya Pradesh High Court in First Appeal No. 88/67.
M S. Gupta for the Appellants..
Ram Panj wani and H S. Parihar for Respondent.
The Judgrment of the Court was delivered by
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SARKARI A, J. Thi s appeal on certificate is directed
against a judgnent, dated May 4, 1968, of the Hi gh Court of
Madhya Pradesh. It arises out of these facts:

The appel l ants were owners of 7.35 acres of |land being a
part of Khasra No. 47/1 in the area of village Manglipeth
District Seoni, Mdhya Pradesh. On Novenber 4, 1963, a
notification under s. 4 read with Sub-s. (1) of s. 17 of the
Land Acquisition Act, 1894 (to be hereinafter referred to as
the Act) was published in the Government Gazette stating
that this |Iand was needed by the State Governnent for inple-
mentation of Seoni Water Supply Schene. The declaration
under s. 6 of the Act was published on Decenber 18, 1963,
and notices under.'s. 9 of the Act were issued by the Coll ec-
tor on Decenber 28, 1963. |In response to that notice, the
appel lants filed a claim
758
that they were willing to accept compensation in respect of
this land at the rate of Rs.1500/- per acre, "as the |ands
adjoining this land and situated in a |esser advantageous
position are sold at this rate". The Collector made his
awar d -on August 17, 1964, wher eby he awarded conpensation
for this land at the rate of Rs.450/- per acre. The tota
amount awarded for this piece of land after adding solatium
at the rate of 15% was Rs.2,904/-. He also awarded inter-
est at the rate of 4% from Septenber 19, 1964, on which
date, the Collector had taken over possession of the |and.

Di ssatisfied with the Collector’s award, the appellants
made an application under s. 18 of the Act for reference to
the District Court for enhancement of the conpensation. The
Col l ector accordingly nmade a reference. The Additiona
District Judge, Seoni, who heard the reference, enhanced the
conpensation to Rs.11,000/- per acre. Inthis way, after
adding solatium he awarded to the appellants, herein, a
total anount of Rs.80,850/- together with interest at the
rate of 6%

Agai nst that judgnment, dated May 2, 1967, of the
Additional District Judge, an appeal was preferred by the
Collector, to the High Court. The Hi gh Court accepted the
appeal , set aside the award of the Additional District Judge
and restored that of the Collector. The H gh Court however,
granted a certificate under Art; 133 of the Constitution

The first contention of Shri MS. Cupta, appearing for
the appellants, is that the appeal flied in the Hgh Court
against the award of the Additional District Judge was not
an appeal in the eye of |law inasnmuch as the Collector, ~who
flied it, was not conpetent to do so. It is stressed that
no appeal was filed by the State as such, ‘and consequently,
the inconpetent appeal fired by the Collector should have
been di sm ssed sumarily on this prelimnary ground w thout
entering upon the nerits.

Thi s objection was rai sed before the High Court, also.
The High Court fully considered it against the background of

this case, and found no substance init. In the interests
of justice we are not disposed to interfere with that find-
i ng.

On nerits, we find, in agreenent with the H gh Court,
that the District Judge was pal pably wong i nasmuch as he
awar ded conpensation at a rate far higher than what had been
clainmed by the appellants thenmsel ves, pursuant to the notice
under s. 9 of the Act. The |earned Additional District
Judge acted contrary to the | egislative mandate contained in
s. 25 (1) of the Act, according to which, the Court "shal
not award" conpensation to an applicant in excess of the
amount cl ai med by hi m pursuant to any notice under s. 9.

The only question that remains for our decision is,
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whet her the Hi gh Court was right in scaling dowmn the conpen-
sation to Rs.450/- per acre ?
759

M. Qupta contends that the Hi gh Court was not right in
hol di ng that there was no evidence to show that the land in

guestion had potential value as building sites. It is
submtted that the H gh Court has sinply ignored that evi-
dence. In this connection Counsel has referred to the

evi dence on record showing that the appellants had before
the acquisition, paid diversion charges to the GCovernnent,
at the rate of Rs.500/- per acre in respect of the adjoining
land, for bringing it into use as building sites. Counse
has further referred to the evidence showing that the |and
in questionis close to a built up quarter of the town, and
is within the Municipal limts.

Shri Ram-Panj wani,  appearing for the Respondent, subnits
that this evidence was nuch too insufficient to establish
the potential value of the land as building sites, because
the existing buildings in the vicinity of this land are old
buil'dings, and the deposit of Rs.500/as diversion charges
for the adjacent land nade by the appellants, was only a
specul ative investrment with an eye on the distant future In
support of his contention, Shri Panjwani has referred to the
decision of ‘this Court in RN Singh v.UP. Government(1).

In our opinion, there is evidence on the record which
unm st akably / shows that fromthe viewpoint of a wlling
purchaser, at the relevant tine, this land had potentia
value as building sites. Firstly, it was adnitted even by
Gokul  Prasad who was examined by the Respondents as their
Wtness No. 1, that in front of theland in question there
are buildings which-are being used as the office of the
Range O ficer and as residential quarters for the enployees
of that Department. Adjoining the Range Ofice is the house
of Dewan Najaf Ali in which the Additional 'District Judge
was residing. The wtness further admitted that the |and
in dispute abutts on Seoni - Chhi ndwara Road.

Dadu Yogendra Nath Si'ngh, appellant, testified in the
wi t nessstand that apart fromthe office and the quarters of
the Forest Departnent, there were other buildings al so, near
this Iand. At a short distance was the bungal ow of - Shr
Bhargava, Barrister. The Minicipal Cctroi Post was adj acent
to this land. The land in questionis within the Minicipa
limts of Seoni. The appellant further stated that he
intended to parcel out this land into plots and sell the
same as building sites and that was why for ~the adjacent
l and, he had obtained for that purpose, the permssion of
the Governnment by depositing diversion charges at the rate
of Rs.500/- per acre. He added that negotiations for the
sale of two plots had already been conpleted at/ the rate of
12 annas per foot. He also cited other instances of | sales
of land in the vicinity at rates ranging from4 annas per
foot to 6 annas per foot.

The oral evidence of Dadu Yogendra Nath Singh wth
regard to the fact that the adjoining | and had been |laid
out into plots for building purposes, receives full corrobo-
rati on from uni npeachabl e docunentary evidence on record,
whi ch shows that the appellants had
(1)[1967] 1 S.C. R 489.

760

before this acquisition, in 1963, nmade an application to the
Sub-Di visional Oficer, Seoni, for permission to bring 6.16
acres of agricultural land out of Kh. No. 47/1, "in non-
agricultural wuse viz., for construction of houses". The
order of the officer concerned was that such perm ssion. was
granted to himon depositing diversion charges in respect of
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that area at the rate of Rs.500/- per acre. It is signifi-
cant to note that this piece of 6.16 acres was also a part
of Khasra No. 47/1, out of which Khasra, the |and, adneasur-
ing 7.35 acres, is in question. This circunmstance unerring-
ly indicates that the land in question was suitable for
being wused as building sites, and had for that purpose, a

potential value substantially in excess of Rs.500/- per
acre. The High Court has not at all discussed this evi-
dence.

It is difficult to accept the argunment advanced on
behal f  of the respondent that the appellant had paid
Rs.500/- per acre as diversion charges for the adjacent
l and, nmerely as specul ative business in the hope of nmaking
noney in the renote future. No prudent person would rmake
such an investment if there was no reasonable chance of a
good return over that investment in the present, or inmmedi-
ate future. In our opinion this circunstance coupled wth
the other facts, nanely, that the land-in question is within

the Miunicipal limts and is |ocated just on the edge of an
i'nhabited | ocality of the town, having other buildings in
the imediate vicinity, was sufficient to establish its

potential val ue as building sites.
The observations made by this Court in RN  Singh V.
U P. Covernnment ~ (supra) do not advance the case of the
respondent . I'n that case, Shelat J. quoted these observa-
tions from /an earlier decision, in N B. Jeejabhoy v. The
District Collector, Thana (C. A Nos. 313 to 315 of 1965

deci ded on August 30, 1965):

"A vendor willing to sell his land at
the market value will take into consideration
a particular potentiality or special adapt-
ability of the land infixing the price. It
is not the fancy or the obsession of the
vendor that enters the narket value, but the
obj ective ~factor namely, whether t he sai d
potentiality can be turned to account within a
reasonably (near future. The question there-

fore turns upon the facts of each case. In
the context of building potentiality many
guestions will have to be asked and answered,

whet her there is pressureon the land for
buil ding activity, whether the acquired |and
is suitable for building purposes, whether the
extension of the said activity is towards the
| and acquired, what is the “pace of -the
progress and how far the said activity has
extended and within what time, whether 'build-
ings have been put up on |ands purchased for
buil ding purposes, what is the distance be-
tween the built-in-land and the and acquired
and sinilar other questions will have to be
answer ed. It is the over-all | picture drawn
on t he said relevant circunstances that
affords the solution.”

What has been extracted above are broad guidelines and
not inmmutabl e absolutes. The essence of the whole thing is
in the sentence which has been underlined. It shows that
in the ultimte
761
anal ysis, the question, whether or not a |and has potentia
val ue as building site, is primarily one of fact. in the
present case, the circunstance that the appellants had
voluntarily paid Rs.500/- per acre as diversion charges, for
l aying out the adjoining land into plots as building sites,
was of a clinching character, and taken in conjunction wth
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the other facts, noticed above, conclusively showed that its
potential value as building sites was nmuch nore than the
rate of Rs.450/- per acre awarded by the Collector and the
H gh Court.

In their application dated 17-10-1964, under s. 18 of
the Act, the appellants stated that simlar land in the
imediate vicinity had been sold at the rate of Rs.1, 250/-
per acre and another plot at the rate of Rs.1,350/- per
acre. These lands are close to the area for which they had
paid the diversion charges at the rate of Rs.500/- per acre.
They filed a map al so, showi ng the |ocation of those | ands.
On an over-all view, after taking into account the potentia
value of the land, we think it will be reasonable to award
conpensation to the appellants at the rate of Rs.1, 250/- per
acre with interest at 6% per annumtill payment, from the
date on which the possessi on was taken over by the Collec-
tor. The appellants shall also be entitled to solatium at
15% on the conpensati on anmpbunt awarded for the | and.

Accordingly, we allowthe appeal wth proportionate
costs and nodify the decree of the High Court to the extent
indi cated above.

MR Appeal al | owed.
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