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ACT:

Land Acquisition Act (1 of 1894) Conpensation-Jenni hol der
not objecting to quantum of ~conpensation-Principles of
det ermi nati on.

HEADNOTE

On the acquisition of several wunits of land with buil dings,
the Land Acquisition Oficer determned the conpensation
payable to the persons interested. at the rate of Rs. 10,000
per acre for the land and for houses standing thereon "at
their break up val ue" The respondent, who held Kanam 'rights
in one of the units of the Iand and to whom the  building
standi ng t hereon bel onged, raised objections to the quantum
of the conpensation. The Receiver of the Estate holding
Jenmi rights in the land did not object. The trial  court
di sapproved the nethod adopted by the Land Acqusition
Oficer for determ ning the conpensation and held that each-
unit had to be valued as a conposite property. He
determ ned the market value by capitalising -the net tent
received from the unit and taking into consideration the
return from gilt-edged Securities at 31/2% awar ded
conpensation for the respondens unit at j5 tinmes the net
annual rental. The Hi gh Court upheld the order of “‘the tria
court but reduced the nultiple to 33-1/3. Di smissiing the
appeal , this Court

HELD : By the conpulsory acquisitic on of land , —al
outstanding interests not vested in the Governnent -are
ext i ngui shed. It is. therefore, the duty of the Land

Acquisition Oficer to determinein the first instance
conpensation which is to be paid for extinction of those
interests, and then to apportion the conpensati on among the
persons known or believed to be interested in the land. The
rule could not be departed from nerely because the Receiver
in whom the Jenm rights we're vested failed to raise an
objection to the quantum of conpensation awarded to him
The respondent being a Kanandar has an interest in the |and
and was entitled to appointnment of conpensation even in
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respect of the land.[461 H 462 B

The nmethod adopted by the Land Acquisition Oficer for
determ ning conpensation payable for extinction of the
interest of the holder of the land and of the buildings
separately was unwarranted. |In determ ning conpensation
payabl e for respect of land with buil ding conpensation can-
not be determ ned byt ascertainig the value of the land and
the "break up value" of the building separately. The |and
and the building constitute one unit, and the value of the
entire wunit must be determined with all its advantages and
its potentialities. VWen the property soldis land wth
building, it is often difficult to secure reliable evidence
of instances of sale of simlar lands wth buildings
proxinate in time to the date of the notification under s.
4. Therefore the nmethod which is generally resorted to in
deternining the value of the land with buildings especially
t hose used for -business purposes, is the nethod of
capitalization ~of return actually received or which m ght
reasonably be received fromthe | and and the buildings. [462
C 462 HH 463

Raja VWyricherla NarayanaGajapatiraju V. The Revenue
Di vi sional O ficer, Vizagapatnam L.R 66l1.A 104,referred
to.

L7 Sup.C. 1./68-5

460

It cannot be laid down as a general rule applicable to al
situations and circunstances that a nultiple approximtely
equal to the return fromgilt-edged securities prevailing at
the relevant tine fornms an adequate basis for finding out
the, market value of the land. ~But in this case the tria
court and the Hi gh Court were O, the viewthat a nultiple
based on a return fromthe gilt-edged securities was the
appropriate multiple for determning the value of the
Property under acquisition, and no-ground ' has been suggeste
for not accepting the basis and the rate of capitalization
adopted by them [463 E-F]

JUDGVENT:

ClVIL APPELLATE JURISDICTION : G vil Appeal No. 588 of

Appeal fromthe iudgnment and decree dated June 21, 196Z

of the kerala High Court in APPeal Suit No. 602 of 1958.

B. R L. lyengar and M R K. Pillai, for the appellant.

S. V. CQupte, Vishnu B. Saharya, Yougi ndra Khushalani, Sardar
Bahadur Saharva and T. L. Viswanatha lyer, for t he
respon. dent.

The Judgrment of the Court was delivered by

Shah, J. On Decenber 8, 1954, the Covernment . of ~Madras
i ssued a notification under s. 4 of the Land Acquisition Act
notifying for acquisition for a public purpose, Vi z.
wi dening the Madras-Calicut Road at Palyam seven units of
land wth buildings. One of the units was T.S. No. 298/2
adnmeasuring 3911 sq. ft. together with a building standing
thereon used for business purposes. Notification under S. 6
of the Act was issued on Decenber 12, 1954, and possession
of the land was taken soon thereafter.

The Receiver of Patinhare Kovilakam Estate held T.S. No.
298/2 in Jenm right. The respondent in this appeal held in
that land the rights of a Kanandar under a deed dated March
27, 1954. The buildings constructed on the | and bel onged to
the respondent and were let out to tenants at an aggregate
nmonthly rent of Rs. 332.50. The Land Acquisition Oficer
det er m ned the conpensation payable to the per sons
interested at the rate of Rs. 10,000/- per acre for the
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| and, and for the houses standing thereon "at their break-up
val ue?. In a reference at the instance of the respondent

under, S. 18 of the Land Acquisition Act (in which the
Recei ver of, Patinhare Kovilakam Estate did not join) the
Subordi nate Judge, Kozhikode, was of the view that the
met hod adopted by the Land Acquisition Oficer for dete
conpensation by separately valuing the | ands as garden | ands
and the break-up val ue of the houses was "mani festly unjust
and inproper”. In his view, each unit had to be valued as a
conposite property. He then proceeded to adopt the nethod
of determ ning the market value by capitalizing the net rent
received fromthe unit, and taking into consideration the
return fromgilt-edged
461
securities at 3-112 per cent. at the relevant date, the
| ear ned Judge awarded compensation for the unit in which the
respondent was interested at 35 tinmes the net annual rental.
Agai nst- the award of the Subordinate Judge, the State of,
Keral a' appealed to the H gh Court of Kerala at Ernakul am
The High Court determ ned conpensation by nultiplying the
net rent- 33-1/3 tines that being in their view the true,
mul tiple derived fromthe return based on the current retum
from gilt-edged securities: Against the award nmade by the
Hi gh Court, this appeal has been preferred by the State of
Kerala with certificate wunder Art. 133(i)(a) of the
Constitution.

Two  questions were urged in support of the

appea
(1) that the Receiver having accepted the
award of the Land Acuisition. Oficer. the

respondent- could C ai m conpensation only for
the right which he had in theland and the
buil dings and the net hod adopted by the Land
Acquisition Oficer was in the circumnstances
the only appropriate nethod; and

(2) that the rate ~of capitalization was

undul y hi gh.
In our judgnent, there is no forcei in either, of the
contentions. Where | and-whi ch expression includes 'by s.

3(a) of the Act benefits to arise out, of land and things
attached to the earth or fastened to anything attached to
the earth-is notified for acquisition, it-is notified as a
single wunit whatever nay be the interests which the owners
thereof nmay have therein. The purpose of acquisitionis to

acquire all interests which clog the right of the Governnent
to full ownership of the land, i.e. when land is notified
for acquisition, the CGovernnent expresses its -desire to
acquire all outstanding interest collectively. That is

clear fromthe schenme of the Land Acquisition Act. Under S.
11 of the Land Acquisition Act, the Collector is required to
enquire into the objections raised by the persons interested
in the land and into the value of the land at the date of.
the publication of the notification under s. 4, subs. (1).
and into- the respective interests O the persons claimng
the Conpensation, - and then-to nake an award deterni ning)
The true area of the land; (ii) the conpensation which in
his opinion should be allowed for the land; and (I1l) the
apportion_ nent of the conmpensation anong all the persons
known or believed to be interested in the |and, \Wether or
not they, have respectively appeared before him By the
conpul sory acquisition of land, all outstanding interests
not vested in the Governnent are extinguished. It is
therefore the duty of the Land Acquisition Offcert determne
in the first instance conpensation which is to be paid for
extinction of those interest "and then to apportion the
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conpensation anbng the persons known or believed to be
i nterest-

462

ed in the land. The Subordi nate Judge had also, when a
reference -was made to him to assess the value of the wunit
and then to apportion the conpensation anong per sons
entitled thereto. The rule could not be departed from
niciely because the Receiver in whomthe Jenm rights in
T.S. No. 298/2 were vested failed to raise an objection to
the quantun of conpensation awarded to him Again the
respondent was @ hol der of kanamrights in the Iland, and
the buildings on the | and bel onged to him The, respondent
bei ng Kanandar, he had an interest in T.S. No. 298/ 2, and
as Kanandar the respondent was entitled to apportionnment of
conpensation even in respect of the |and.

W agree with the trial court and the Hi gh Court that the
met hod adopted by the Land Acquisition Oficer f or
determ ning conpensation payable for extinction of the
interest 'of the holder of the land and the buildings
separate - was unwarranted. In deter mning conmpensation
payable in respect of land wth “buildings, conpensation
cannot be deternined’ by ascertaining the value of the |and

and the "break-up value" of the building separately. The
 and and the building constitute one unit, and the value of
the entire unit nmust be determned with all its advantages

and its potentialities. Under s. 23 of the Land Acquisition
Act conpensation has to be determined by taking into
consi deration the narket value of the land at the date of
the publication of the notification under s. 4(1l) and the
damage, if any, sustained by the persons interested under
any of the heads nmentioned in secondly to sixthly in s.
23(1) of the Land Acquisition Act.
As observed by the Judicial Conmittee in-~ Raja Wyricherla
Narayana GQujapatiraju( v. The Revenue Divisional Oficer,
Vi za. gapatnam (1) at p. 1 14 -
"There is not in general any market for |and
in the sense in which one speaks of a narket
for shares or a nmarket for sugar or any |ike
conmodi ty. The val ue of any such-article at
any particular tinme can readily be ascertained
by the prices being obtained for simlar
articles in the market. |In the case of l|and,
its value in general can also be neasured by a
consideration of the prices that have been
obtaioed in the past, for Jland O simlar
quality and in simlar position, and this,is
what nust be neant in general by "the market
value" in S. 23."
An instance of a sale which is proximate in tine to the date
of the notification under s. 4(1) of the Land Acquisition
Act in respect of - land sinmilarly situate and with- sinilar
advant ages and which is proved to be -a transacti on between
a wlling vendor and
(1) L.R 66 1. A 104.

463

a wlling purchaser would form a reliable guide for
determining the nmarket value. The value which a wlling
vendor mght reasonably expect to receive from a wlling

Purchaser in respect of a house generally depends upon a
variety of circumstances including the nature of the
constrauction, 'its age, situation, the anenities avail abl e,
its special, advantages and a host, of other circunstances.
When the property sold is land with building, it is often
difficult to secure reliable evidence of instances of sale
of simlar lands with buildings proximaye in tine to the
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date of the notification under s 4. Therefore the nethod
which is generally resorted to in determ ning the value ' of
the land with buildings especially those used for business
purposes, is the method of capitalization of return actually
recei ved or which m ght reasonably be received fromthe |and
and tie buildings.

That nethod was rightly adopted by the trial court and the
Hi gh Court. The unit under acquisition is used for business
purposes and has a prominent situation in the town, of
Cal i cut. There was cl ear evidence about the rental of the
buil ding, and the trial court proceeded to capitalize the
net. annual rental, having regard to the rate of return of
i3 1/2 per cent fromgilt-edged securities, by multiplying
it by 35 tines The High Court has slightly reduced the
mul tiple.

It cannot be laid down as a general rule applicable to al
situations and circunmstances that a multiple approxi mtely
equal to the return fromgilt-edged securities prevailing at
the relevant tine forns an adequate basis for finding out
the narket-value of the land. But in this case the tria
court and the H gh Court were’ of the viewthat a nmultiple
based on a return fromthe gilt-qgedged securities was the
appropriate nultiple for determ ning the value of the prope
under acquisition, and no ground has been suggested for not
| epting the basis and the rate of capitalization adopted by
them It is relevant to note that the sane nultiple which
has been adopted in other cases relating  to |ands and
bui | di ngs acquired under the same notification under which
the land of the ‘respondent was ~acquired has not been
chal | enged by the State:

The appeal therefore fails and is dism ssed with costs.

Y. P. Appeal di sm ssed.
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