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PETI TI ONER
STEEL AUTHORI TY OF I NDI A LTD.

Vs.
RESPONDENT:
STATE OF M P. & CORS
DATE OF JUDGVENT: 05/ 04/ 1999
BENCH

M Jagannadha Rao, S. N. = Phukan

JUDGVENT:

JUDGEMENT
S.N.  PHUKAN, J.

This appeal is directed against the Judgnment and
Order passed by the Madhya Pradesh Hi gh Court at Jabal pur in
Msc. Petition No. 1826 of 1993.

A few facts leading to this appeal deserve to be
noted at the outset for highlighting the grievance of the
appel l ant in the present appeal

The Central CGovernnent, Mnistry of Production wote
a letter dated 8th January, 1955 to the Chief Secretaries
of the States of West Bengal, Bi har and Madhya Pradesh. In
this letter it was indicated that it was under consideration
of the Central Government to establish  Russian technica
assi stance steel plants at three places in the three States.
For this purpose a piece of |and nmeasuring about 50 sg.
mles, would be required. Therefore, the Central Governnent
by letter dated the 8th January, 1955 wanted to Kknow from
the State GCovernments whether the CGovernnents would be
prepared to accord facilities. The said three facilities
are stated bel ow -

"(1) 50 sq. mles of land, free to the extent it is the
property of the State Governnent, and guarantee of a ceiling
cost for the acquisition of privately owned |land,” it ~being

under st ood that any cost in excess of the guaranteed ceiling
woul d be borne by the State Governnent concerned.

(2) A guarantee of adequate and continuous water. supply, as
required for the steel plant, associated projects and the
town, at rates to be mutually agreed upon between'the State
CGovernment and the Governnent of India and/or an autononous
State Co. to be registered for the purpose.

(3) Guarantee of prior claim on all unleased mning
concessions in respect of iron-ore, coal , | i mest one,
dolomte and any other raw material discovered or to be
di scovered within the territory of the State concerned and
required for the steel project.”

By letter dated 11th of January, 1955 the Governnent of
Madhya Pradesh informed the Centra

CGovernment that the State CGovernment was prepared to accord
all the above facilities.
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Anot her letter was sent dated 25th of Septenber, 1958 by the
CGovernment of Madhya Pradesh bringing to the notice of the
Central Governnent the rules framed by the Secretary of
State in 1925. Two salient features of the rules
particularly A and B were stated in the said letter. These
features are:

"(A) Wien any land is required by the Central Governnent
that Governnent are required to pay (i) cost of acquisition
if the land is occupi ed and nmarket value of land, if the
land belongs to the State Governnment and {ii) capitalised
value of land revenue ‘at the assessnent to the State
Governnment the loss of |and revenue, as no | and revenue can
be recovered fromthe Central Governnent.

(B) When any |l and i's not-required by the Central Governnent
for the purpose for which It was acquired, the State
Governnment are given the first option to take it back on
paynment of “its ~market value. Should the State Governnent
exerci se the option and pay the marketval ue of the |and then
they are at liberty to dispose it of in such a nanner as
they deemfit."

By this letter Central Governnment was informed that the |and
for the Bhilai Steel’ Plant might be  classified in two
categories nanely | and bel onging to private persons and | and
belonging to State, It was brought to the notice of the
Central Covernment that the Central Governnent agreed to pay
the cost of acquisition of  land and that the State
Government was also entitled to claimthe anpunt awarded,
that is, market value plus 15% on account ~of conpul sory
nature of acquisition fromthe Central Government. It was
further brought to the notice of the Central Government that
the State CGovernnent would be entitled to recover
capitalised value of |and revenue at 25 tines the amount of
| and revenue in accordance to above 1925 rul es.

Regardi ng | and whi ch belonged to State Governnent as per
earlier agreement it was agreed to transfer such lLand free
of cost.

W nmay like to quote paragraph 10 of the said Iletter which
is as foll ows:

"The State Governnent are, therefore, of the view that the

land shall be held by the Central Governnent on the
followi ng terns and conditions :-

(1) Land acquired/transferred for the Bhilai Steel Pl ant
should be treated as if it were in possession of the Centra
CGovernment for the purposes of the Union

(2) in respect of occupied land, i.e. and belonging to
private persons, the Central Governnent shoul d pay the cost
of acquisition, including 15% on account of conpulsory

nature of acquisition, to the owners of the I|and and
capitalised value at 25 tinmes the anpbunt of Iland revenue
assessed on such land to the State Governnent.

(3) in respect of unoccupied land, i.e. land belonging to
the State Governnent, neither the cost nor capitalised val ue
of land revenue shall be payable by the Central Governnent.

(4) the State Government shall be entitled to recover
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royalty on all mnor and major mnerals extracted from | ands
acquired transferred at rates fixed by the State Governnent.

(5) if any land acquired/transferred for Bhilai Plant is not
required for the purposes of the plant, the first option to
take it back should be given to the State Government and the
State Governnent should pay the cost of acquisition mnus
15% on account of conpulsory nature of the a.cquisition

where at the time of acquisition, it was paid for. |In cases
where the Central Governnent have not been required to pay
the cost of any land, the State Govt. should get it back
wi t hout any payment what soever; and

(6) if, however, the Central CGovernment wants to transfer
any land acquired/transferred for Bhilai Plant or any right
therein to any privatepersons, the terms and conditions of
such transfer should be intimated to the State Governnent
and their concurrence obtained before the transfer and in
appropriate cases, divide or allocated the proceeds between
the Central and State CGovt. -on agreed terns."

By two deeds of assignment executed on 31st day of March

1959 and 27th of ~March, 1978 the Central Governnent
transferred land etc. as indicated in the schedules to a
conpany wholly owned by the Central Governnent nanmely nanely
Hi ndustan Steel Ltd.. The present conpany is a successor
conpany of Hindustan Steel Ltd. in respect of Bhilai Stee

Pl ant . W rmay state here also that by letter dated 7th of
May, 1963 the Central Government informed t he State
CGovernment that as advised | and could be acquired for Union
of India for the Bhilai Steel Plant though the project had
been handed over to the H ndustan Steel Ltd. and for this
purpose Central Governnent authorised the General Manager of
the Bhilai Steel Plant to act for the Central CGovernment in
all matters relating to acquisition of |and and whil e doing
so the General Manager would not deemed to be acting on
behal f of the conpany.

The Deputy Collector, Durg by letter dated 4th of '‘March

1987 inforned the Bhilai Steel Plant authority that a sum of
Rs. 3,27,90,220.00 was due as |and revenue for -the vyears
1962-87 from the above Steel Plant and anmount had to be
realised. Fromthe letter in the subject it was nentioned
that this was so done in view of the report of the
Conptroller and Auditor General of India for the year
1981-82.

From the letter dated 23rd of June, 1987 issued by Deputy
Col l ector, Durg to the Assistant Estate Manager (Land),Bhil a
Steel Plant it appears that a piece of land neasuring
32759.00 acres was allotted to the Steel Plant and revenue
was payable @Rs. 40/- per acre per annum and assessnent
for the land revenue was for the years 1962-86. Finally,
the Collector ,Durg by an order dated 27th of January, . 1990
assessed the land revenue at Rs. 3,73,96,873.20 after
nmaki ng some deduction and passed an order for inmediate
realisation of the above anount. The area of |and was
assessed by the Collector for 32759.00 acres and |and
revenue was assessed @ Rs. 40 per acre per annum An
appeal was filed before the Comm ssioner, Raipur D vision
which was dismssed by order dated 19th January, 1992.
Thereafter matter was taken up before the Board of Revenue
and by order dated 16th of Novenber, 1992 it was di sm ssed.

The appellant-conpany approached the H gh Court by filing
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Msc. Petition No. 1826/93 under Article 226 and 227 of
the Constitution of India which was dism ssed by order dated
29.04.1993. Hence the present appeal

We have heard M. C.S. Vaidyanathan, |earned Additional
Solicitor General for the appellant and M. B.S. Bant hi a,
| ear ned advocate for the respondents.

Section 58 of the WMdhya Pradesh Land Revenue Code, 1959
(for short the Code) which fixes the liability of land to
paynment of |and revenue is quoted bel ow -

" Sec. 58 - (1) Al land, to whatever purpose applied and
wherever situate, is |liable to the paynent of revenue to the
State CGovernment, except such land as has been wholly
exenpted from such liability by special grant of or contract
with the State Government. or under the provisions of any
law or ~rule for the time being in force. (Enphasi s
suppl i ed)

(2) Such revenue is called "lI'and revenue", and that term
i ncludes all nopneys payable to the State Governnent for |and
notw t hst andi ng that such other manner in any enactnent,
rule, contract or deed.”

We al so quote Section 264 of the Code: -

"Sec. - 264. Nothing contained in this Code shall apply to
a person who holds land from the Central - Government.
"(Enphasi s supplied)

The only point to be decided is whether in view of \the above
facts and |aws the appellant is liable to pay any Iand
revenue for the land in occupationof Bhilai Steel Plant.

It will be noticed that we are concerned with two separate
pi eces of |and, one assigned by the Central Governnent to
the Conmpany on 31st March, 1959 and another on 27th March
1978. The assessnment to |l and revenue by the State of 'Madhya
Pradesh covers the period from 1962-1987.

The contention for the appellant is as follows:

So far as the first assignnment, is concerned, no doubt,

during this period i.e. from 1962 the said extent was owned
by the Conpany after assignment by the Central Government on
31st March, 1959. This |land not being owned by the Centra

CGovernment from 1959 (i.e. after 1962) is not covered by
Article 285 of the Constitution of India. It may be assuned
that this piece of land is also not held by a person from
the Central CGovernment so as to claimthe benefit of Section
264 of the Code. But the. right to levy |l and revenue can
be lost by ’'contract” and by * rules as provided in
sub-clause (1) of Section 58. |In the present case, there is
a contract inplied by the correspondence that Centra

CGovernment should make a one tine paynent of |and revenue
for 25 years. |In addition, the 1925 Rul es al so provide that
if land is transferred by the State to Central Governnent,

and if such a paynent is nade, the Central Government need
not pay any further land revenue to the State. Both on
ground of contract and Rules, the Central Governnent gets
exenption under sub-clause (1) of Section 58. So far as the
extent covered by the second assignment dated 27.3.1979 is
concerned, the contention is tw fold - the Centra

CGovernment is exenmpted in view of thg Article 285 and
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Section 264 of the Code upto 26.3.1979. No levy on its
successor, (the Conpany) can be made upto 26.3.1979. On or
after 27.3.1979, the Conpany is not |iable because of the
contract (evidenced by correspondence) and al so because of
the 1925 Rules, the case comes wthin sub-clause (1) of
Secti on 58.

On the other hand, the contention for the respondent-State
of Madhya Pradesh is that the conpany is liable for the
whol e period 1962-1987 in respect of both the pieces of |and
assigned to the company on 31st March, 1959 and 27th March

1978 inasnmuch as Article 285 cannot hel p the Conpany, even
if all its shares are hel'd by the Central Governnent. The
Conpany is a. different juristic entity. Nor can Section
264 of the Code apply because the Conpany is not holding the
land for the Central Governnment for after the assignnents,
the Central Covernment cannot be said to be holding the | and
through the Company. ~So far as sub-clause (1) of Section 58
is concerned, there is no contract entered into between the
Central and State Governments in accordance with Article 299
of the Constitution of |India, ~waiving the further 1and
revenue on the ground that once 25 times of |and revenue was
paid, no further |and revenue need be paid. There can be no
est oppel against statute. The 1925 Rules cannot al so help
the appellant. Nor has any exenption been granted under
Section 59 of the Code.

It wll be noticed that in the letter of the Madhya Pradesh
Covernment dated 25.9.58 which was referred to  above, the
salient features of the rules framed by the Secretary to the
Madhya Pradesh Government in 1925 were referred to. The
condition No. Aclearly lays down that the capitalised
val ue of the land revenue has to be assessed and paid to the
State Governnment towards 1oss of |land revenue as no |and
revenue can be recovered fromthe Central Covernnent |ater
on. From paragraph 10 of the | etter which has been quoted
above we also find that |and revenue in respect of l'and held
by the private persons has to be capitalised at 25 tines and
capitalised value of |land revenue shall be payable by the
Central Governnment to the Covernment of Madhya Pradesh.

A nmenorandum dated 17th July, 1958 fromthe Governnent of
Madhya Pradesh was issued to the Comm ssioner of ~Raipur
division raising a query as to whether capitalised val ue of
| and revenue had been recovered or not and iif not, the
amount to be reported to the Governnent so that it could be
claimed fromthe Central Governnent.

According to the Black’s Law Dictionary (Fifth Edition.) the
word 'capitalize neans ... "To convert a periodica
paynment into an equivalent capital sumor suminthand. To
conpute the present value of an income extended over a
period of tinme...

Accordi ng to the Oxford English Dictionary’ (Being a
Corrected Re-issue with an Introduction, Supplenment, and
Bi bl i ography of A New English Distionary on Historica
Principles, Volune I1-C) the word 'Capitalize’ neans .....
2"To convert (a periodical incone or paynent) into an
equi val ent capital sum to conpute or realize the present
val ue of such a paynent for a definite or indefinite length

The object of the Rules franed by the Secretary of State in
1925 is clear that land revenue was to be capitalised and
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col l ected once for all and that no land revenue could be
further recovered thereafter. Land revenue had to be paid
periodically and in view of the above dictionary neanings
and in view of the rules franmed in 1925, once |and revenue
was capitalized and paid, no further amunt could be
realised by the State CGovernment for the land transferred.
Thereafter the case falls under sub-clause (1) of Section 58
which states that by virtue of provisions in a rule nade,
| and revenue coul d becone exenpt.

Though M. Bant hia has urged that as no reply was sent to
the letter of the State CGovernment dated 25th Septenber,

1958, therefore, there was no contract under Article 299 of
the Constitution of India between the Central Government and
the State CGovernnent regarding the non-paynent of |and
revenue, we are unable to  accept the contention of the
| ear ned counsel inasmuch as by the conduct of the parties it
is very clear that both the CGovernnents agreed with the
terms nmentioned inthe letter of the State Governnent dated
25t h Septenber, 1958 and, therefore, there was also a
contract —between the parties regarding the exenption from
paynment of |and revenue, if 25 times of the |and revenue was
paid once for all. The contention that such a contract is
not executed in the formrequired under Article 299 cannot
be accepted. This point was not raised inthe H gh Court.

Apart fromthat it is clear that Article 299 applies only to
contracts to be executed in exercise of "executive power"
and not to those executed by virtue of statutory power like
Section 58 of the Code. ( See State of Haryana Vs. La

Chand 1984 (3) SCC 634; Lalji Khinji Vs. State of Cujarat
1993 Suppl.(3) SCC 567. —In the latter case, Anand, J.(as he
then was) observed as follows:

"There is a nmarked distinction between contracts which are

executed in exercise of the executive powers and agreenents
or orders nmade which a.re statutory in nature ....... In
State of Haryana Vs. Lal Chand, (this Court considered a
contract granting exclusive privilege of liquor vending, in
exercise of the statutory powers referable to Punjab Excise
Act, 1914 and Punjab Liquor Licence Rules, 1956, and held
that the grant of the exclusive privilege gave rise to a
contract of a statutory nature, distinguished fromthe one
executed under Article 299(1) and, therefore, conpliance
with Article 299(1) was not required in such a case."

Section 58 of the Code provides that |and revenue is payable

in respect of all Jland unless it is exenpted from such
l[iability bv special grant or contract wth the State
Gover nrent . In view of the agreenent between both the

CGovernnments and in view of the above provisions of ~ Section
58 of th-e Code we hold that no |l and revenue is payable for
the land in question nore particularly as it has been
capitalized at 25 tinmes of the |land revenue prevailing at
that tinme.

Thus, whether it 1is because of the 1925 Rules or the
Contract, Central Governnent was not liable to pay |and
revenue once it had paid the 25 tinee | and revenue as a one
ti me paynent.

The next question is whether after the |land was transferred
to the Conpany, the Conpany would be liable to pay any |and
revenue under the Code? Two deeds of assignments were
executed on consideration for transferring shares by the
Conpany to the Central Government. We may refer to rel evant




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

Page 7 of 7

portions of the assignment deeds;

Y the Governnent doth hereby grant convey transfer
assign and assure unto the Conpany all those several pieces
or parcels of lands and hereditanments situate.. "

Y rights, liberties, privileges, easenents, advantages,
and opportunas whatsoever to the said |ands, hereditanents
and premnmises appeartaining to or with the sane or any part
thereof now or hereto have or may hereafter be occupied or
enjoyed or reputed or known as part and parcel or nenmber
thereof or appeartaining thereto( hereinafter called "the
sai d | ands and buil di ngs™)

and demand of the CGovernment into and upon the lands and
buil di ngs, the plant or every part thereof and also all the
deeds and ot her evidences of title in any way relating to
the said lands and hereditaments and all receipts and
docunents and ot her evidence of title to the plant and the
conponent - parts thereof ~an installed or brought in by the
Government in connection wth the said "Bhilai St ee
Project"...."

Thus it is <clear from the above clauses of the deeds of
assignment that while transferring the l'and to the Conpany
rights, liberties, privileges etc. to the said | and were
also transferred. ‘Therefore, the privileges of or right to
exenption

accrued to the Central Governnent not to pay |and revenue to
the State Governnment under Section 58 of the Code would al so
be available to the appellantconpany, as a successor in
interest to the Central Government.

Anot her poi nt has been urged on behal f of the appellant that
assessment of land revenue is barred by limtation. W need
not entertain into this aspect as we have held ‘that the
appel | ant conpany is not |iable to pay any |and revenue.

We may nmention that the State CGovernment was al so-aware that
no | and revenue was payabl e but the proceedings were started
in view of the audit objection

For the reasons stated above the appeal-is allowed. The
i mpugned judgnents and orders are set aside. W also quash
the demand of the |and revenue nade by the Col l'ector from
the appellant. No order as to costs.

..... and all the estate, right, title and interest, claim




