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ACT:

HEADNOTE

JUDGVENT:

ORDER

1. Leave granted.

2. In disposal of the three appeals by this ' comon
judgrment, we shall refer to SLP (C) No. 12300 of 1994 as
first case and to SLP (C) Nos. 352829 of 1994 as second
case.
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3. Notification issued under Section 4(1) of ‘the Land
Acqui sition Act, 1894 in the first case was published on 16-
6-1983 for acquiring 9.47 acres near Eluru town _—of West
Codavari District of Andhra Pradesh to provide house sites
to the poor. Again, 14.10 acres of |land was acquired in the
second case for the same purpose by publishing t he
notification under Section 4(1) on 23-3-1985. The Land
Acqui sition O ficer awarded conmpensation under Section 11 at
Rs 40,000 per acre in both the cases. On reference, the
Subordi nate Judge, Eluru, enhanced the market value in the
first case to Rs 105 per sq. yard by deducting 30% for
devel opnental charges out of Rs 150 per sg. yard fixed as
its value, with usual solatiumand interest. |In the second
case, he enhanced to Rs 70 per sq. yard as clainmed by the
claimants therein. On appeal, the Hgh Court, by the
i mpugned separate judgments dated 29-9-1993 enhanced the
mar ket value to Rs 150 in respect of land in the second case
but he upheld in the first case the market value of the land
at Rs 150 per sq. yard granting the wusual solatium and
interest. Thus, these appeal s by special |eave.

4. W have heard Ilearned counsel on both sides and
consi dered the reasoning of the H gh Court and also of the
reference court vis-a-vis the evidence on record. Both the
courts committed manifest error of law. The main thrust of
the argunments for the claimants is that the award of the
Cvil Court in Ex. A3 marked in the second case relating
to notification dated 10-1-1977 acquiring 2.17 acres of |and
in T.S. No. 135 of the nearby |ands, the LAO had awarded at
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Rs 8.75 per sg. yd. and the reference court determned its
conpensation at Rs 50 per sq. yd., which was upheld on
appeal by the High Court. The fixation of market value of
acquired lands as prevailing in 1983-85 at Rs 150 is not
high. daimant also relied upon another award on reference
which is the subject-matter in the first case and yet
another award Ex. A- 12 in OP No. 6/85 which is pending in
appeal in the High Court apart fromthe sal e deed Ex. A-10
relied on and accepted by the H gh Court in both the cases
and Exs. A- 16 and 17 in the first case.

5. The question, therefore, is what would be the market
val ue prevailing as on the respective dates of notification

In the first case claimants have relied upon two sale deeds
Exs. A-16 and 17 sold on 2-2-1983 from the very sane
acquired land and clainmed to be on the basis of a [|ayout
said to have been obtained fromthe conpetent authorities.
According to the claimants, it would work out at Rs 150 per
sq. yd.” Since the claimants thensel ves had sol d those | ands
to others, they would reflect the market value of |ands as
prevailing near about the date of acquisition and could be
of assistance to determ ne the conpensation as on 1983. In
the other case, the claimnts relied upon the very sane
award as also sale deed Ex.© A-10 in which the land sold is
120 sqg. yds. for a'sumof Rs 16,000 working out at Rs 133
per sg. yd. The reference court relied upon the basic
val uation register nmaintained by the nunicipalities on the
basis of the notification issued by the Governnent under
Section 47-A of the Stanmp Act. |In fact, the reference court
mainly relied upon that docunent and awarded conpensati on on
its basis.
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6. The admi ssibility and evidentiary value of the entries
in the basic value register was considered by this Court in
Jawaj ee Nagnat ham v. Revenue Divisional Oficerl. After an
el aborate consideration this Court held that the basic val ue
register is maintained only for fiscal purpose of collecting

stanp duty and registration charges. The nmarket 'value
nmentioned therein cannot forma foundation to deternmine the
conpensati on under Section 23(1) of the Act. It is settled

law that the narket value should be determned on the
hypot hesis of the price fetched in the bona fide sale by a

willing vendor who would agree to sell ~the lands to a
willing vendee of the acquired land or the land in the
nei ghbour hood possessed of simlar f eat ures. The

notification under Section 47-A which is neant to be a guide
for collection of revenue cannot form the basis for
determ nation of market value of the |land under Section
23(1) of the Act. The question of fixation of market value
is a paradox which lies at the heart of the Jlaw of
conpul sory purchase of land. The paradox lies in the /facts
that the market value concept is purely a phenonenon evol ved
by the courts to fix the price of land arrived between the
hypot hetical willing buyer and willing seller bargaining as
prudent per sons without a medium (sic modi cum of
constraints or without any extraordi nary circunstances. But
the condition of free narket is the very opposite of the
condition of the compul sory purchase which is ex hypothesis
a situation of constraints. Therefore, to say, that for
conpul sory purchase, conpensation is to be assessed and
market value is to be determined in that state of affairs
has to be visualised in terns by its direct opposite. To
solve the riddle, courts have consistently evolved the
principle that the present value as on the date of the
conpul sory acquisition conprised of all utility reached in a
conpetitive field as on the date of the notification and the
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price on which a prudent and willing vendor and a simlar
purchaser woul d agree. The value of the |and shall be taken
to be the anpbunt that the land if sold in the open market by
awlling seller mght be expected to realise froma willing
purchaser. A wlling seller is a person who is a free agent
to offer his land for sale with all its existing advantages
and potentialities as on the date of the sale and wlling
purchaser taking all factors into consideration would offer
to purchase the land as on the date of the sale. Future
suitability or adaptability of the land for any purpose
shall not be taken into account. The conpensation rmust,
therefore, be determned by reference to the price which a
willing vendor might reasonably expect to obtain from a
willing purchaser as on the date of the notification
published wunder Section 4(1). The disinclination of the
seller to part with his land and the urgent necessity of the
vendee to purchase the land nust, alike, be disregarded and
neit her of them nust be considered as acting under
conpul si on.

7. The reasonabl e method to determ ne the market value of
the acquired land is on the evidence of transactions of bona
fide sales of acquired land, but not on evidence of sales of
such land got wup having had know edge of the proposed
acquisition, the former would furnish reasonable basis to
det erm ne

1 (1994) 4 SCC 595
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the conpensation.  In its absence, bona fide sales but not
mani pul at ed sales of the lands in the nei ghbour hood
possessed of same or similar quality and having the same or
simlar advantages woul-d give an unerring assurance to the
court to determ ne just and proper conpensation. Such sales
must not only be proved but al so be bona fide transactions
etc. These factors nmust be established as a fact by
examning either the vendor or the vendee. Mar ki ng of
certified copies of sale deeds are not proof of either the
contents or the circunmstances (in which it cane to be
executed. Bona fide sale or series of sales of snmall pieces
of land do not furnish the sole basis to determ ne market
val ue. Bona fide sales may furnish evidence of the market
conditions for consideration. Fixation of market value on
the basis of the basic valuation register —is, therefore,
illegal and unsustai nabl e.

8. Section 24 of the Act puts an enbargo on the court that
it shall not take into consideration the degree of urgency
for the acquisition; disinclination of the person interested
to part with possession of the acquired |and; any increase
in the value of the land acquired likely to accrue from the

use to which it will be put when acquired; any increase to
the value of the other land of the person interested Iikely
to accrue fromthe use to which the land acquired - will be

put to; any layout or inprovenents on or disposal of the
| and acquired etc. w thout the sanction of the Collector or
after Section 4(1) notification was published, special
suitability or adaptability of the land for any purpose  or
any increase in the value of the land on account of its
being put to any use which is forbidden of |aw are opposed
to public policy. Therefore, in deternmning the market
val ue and fixation of the conpensation, the court should be
alive to these factors and keep them at the back of the m nd
and should not be influenced by the future or later
devel opnent in the locality or nei ghbourhood and should not
get influenced by the prevailing situation as on the date of
the determnation of the conmpensati on. Its consideration
shoul d al one be confined to the market value prevailing as
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on the date of the notification under Section 4(1).
9. The question then is whether the High Court is right to
det erm ne market value on the basis of Ex. A-10; reference

awards and potential values as house sites. It is seen that
in the first case 9.49 acres of |land was acquired and in the
second case 14. 1 0 acres of land was acquired. For an

acqui sition of such vast area, reliance of small extents of
l and of 120 sq. yds. does not furnish any satisfactory basis
for fixation of the market value. Ex. A-10 is of a snal

extent and its value at Rs 133 per sq. yd. offers no
assi stance. The Hi gh Court, therefore, was clearly in error
in determ ning, the market value solely on the basis of Ex.
A-10 nmarked in the second case to determnmi ne the market val ue
at enhanced rate of Rs 150. It is at the height of the
illegality. The sanme docunment was marked in the first case.
Ex. A-16 and Ex. A-17 no doubt relate to the |lands under
acquisition in thefirst-case. ~It would be obvious that the
proposal for acquisition would take long time for its taking
final 'shape culmnating in the issuance and publication of

t he not'i fication under Section 4(1). The pr oposed
acqui sition would be invariably wthin the know edge of the
owners of the land. It is apparent fromthe dates of sale
t hat
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they were not bona fide sales between a willing vendor to a
willing vendee and price shown in the sale deeds were
inflated to boost up the market condition for determ nation
of conpensati on. Ex. A-3, the award and decree of the
civil court of 1977 acquisition wherein conpensation at Rs
50 was fixed is also based onthe got wup  sales. These

factors were not critically exam ned either by the reference
court or the High Court. So these sales also do not. assist
the claimants. Equally Ex. A-12 in"OP No. 56 of 1985 is
al so based on the basic value register and its foundation is
knocked of at its bottom by the decision of this Court. For
the said reasons determ nation of conpensation is vitiated
by application of wong principles of |aw.

10. When we exclude these docunents from consideration, we
do not have any other evidence except the fact  that the
| ands are situated near Eluru Minicipality within the naster
pl an prepared for the nunicipal town. The finding recorded
by the LAOin the award was that there is no upward trend in
the prices. The H gh Court also accepted the finding of the
reference court that the lands are interior though abutting
the main road. It was also found that there are no
devel opnental activities in the nei ghbourhood as on the date
of notification, the LAO therefore, treated these |ands as
agricultural lands. In our view, he is right in treating
these lands correctly as agricultural |ands.

11. Shri Tata Rao, the learned Senior Counsel for the
claimants in the second case placed reliance on the judgnent
of this Court reported in @ulzara Singh v. State of Punjab2
and contended that this Court had accepted the potentia

value as a basis to determne the nmarket value, —and
accordingly, he contended that the |ands being situated
within the nmunicipal linmts, have potential value and that
therefore, market value should be deternined on that basis.
W find no force in the contention. |In fixing the market
val ue on the basis of its potentiality for use for building
purposes, it must be established by evidence aliunde that
the potential purpose nust exist as on the date of
acquisition by other possible purchasers in the narket
conditions, prevailing as on the date of the notification

Exi stence of constructed house or construction activity in
other simlar lands in the locality for the pur pose
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contended for or of purchase for such purposes as on the
date of proposed acquisition prima facie indicates that
there is denmand for and the possibility of the immediate
user of the land and it is a reasonable possibility to infer
that the acquired lands also are possessed of potentia
val ue. Therefore, the existence of a demand for and a
market at the time of acquisition for potential use nust be
established as a fact fromreliable and acceptable evidence
to showthat if the acquired | and has been thrown into the
mar ket, others woul d have bought it for the special purposes
or for building activity which would show t he demand for and
a market to purchase the | and possessed of potential value
for the purpose of building activity at that tine. On proof
thereof the land nust not be valued as though it has already
been built wup but the possibility to wuse for building
pur pose existing as on the date of the notification nust be
taken into consideration: The

2 (1993) 4 SCC 245
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guesti on whet her the | and has potential value as a building
site or not is primarily one of fact depending upon diverse
factors as to its conditions, the use to which it is put or
is reasonably capabl e of being put and its suitability for

bui I di ng purpose. Its proximty to residential, conmercia
or industrial area, existence of educational, cultural

i ndustri al or comrercial institutions, exi st ence of
ameni ties like water, electricity, -drainage and the

possibility of future extension in that area, the existence
of or prospects of devel opnent ‘schemes, the ' existence or
absence of building activities towards the acquired |and or
in the nei ghbourhood thereof are the relevant facts to be
taken into consideration in evaluating the market value on
the basis of potential use of the land. It is true that an
elenent of guess, in an estimate, woul'd have a play in
determi ning the market value. But the present value alone
falls to be determned and feats of inmmgination should not
run riot or travel beyond its manifest limts nor be an
arbitrary or whim of the court in det er m ni ng the
conpensation or the fixation of the market value. The
existing conditions, the denmand for the land .in the
nei ghbour hood and other related and relevant facts shoul d be
taken into consideration in determ ning the conmpensation on
the basis of potential value of the land. |In Qulzara  Singh
case2, it was found that the sale deed Ex. A-9 was a
genuine sale deed between a willing vendor and~ a wlling
vendee and it furnished the basis for determination of the
mar ket value. It was also found that the | and was situated
in the devel opi ng area and accordingly this Court took those
factors into consideration, and had fixed the market = val ue
on the basis of potential value on existing conditions.

12. Equally the decision in Inder Singh v. Union of |[ndia3
renders little assistance. In that case also, it was  found
that abadi |and fetched Rs 33,600 per acre and they had
potential value for devel opment, such as for building houses
etc. as in the imediate neighbourhood the I|ands were
devel oped for industrial purpose. Taking those factors,
this Court had deternmined the market value of abadi |ands at
Rs 42,000 and of other barani lands at Rs 38,000. In view
of the nature of lands in that case, this Court had
determ ned the market value at the rates nmentioned therein
after recording the finding that the |and possessed of
potential value. In the appeals on hand, if the sale deeds
are excluded from consideration, there is no other evidence
to consider that the | ands are possessed of potential value
for building purposes. Though the acquisition was for
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providing house sites to the poor, there have been no
building activities in the nei ghbourhood, there is no rise
in the market condition and since the lands are adnittedly
agricultural lands as on that date, the fixation of the
mar ket value as agricultural lands is just and fair, instead
of remandi ng the case as contended for by Shri Tata Rao for
further evidence.

13. In the first case the notification was of the year 1983
and in the second case it was of the year 1985. Taki ng
these factors into consideration, we find that the rmarket
value for the lands covered in the first case could be

3 (1993) 3 SCC 240
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determ ned at Rs 65,000 per acre and for the lands in the
second case the market value could be determned at Rs

80,000 per acre. The clainants are entitled to 12%
addi ti onal compensation under Section 23(1-A) fromthe date
of notification till date of taking possession till date of
deposit into court.  In the first case possession was taken

on 15-3-1985 and in the second case on 25-5-1985.
Therefore, 12% addi ti onal conpensation shall be paid to the
cl ai mant s from the respective dates of Section 4(1)
notification till the date of taking possession. The
claimants are entitled to solatiumunder Section 23(2) at
30% and the interest under Section 28 at 9% on the enhanced
conpensation fromthe date of the taki ng possession for one

year and 15% after the expiry of one year till date of
deposit into the court.
14. The appeals are ~accordingly all owed. The award and

decree of the reference court under Section 26 and the
judgrment and decree of the High Court under Section 54 are
set asi de. The claimants are entitled to the aforesaid
amounts. In the circunstances, parties are directed to bear
their own respective costs.
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