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1. The Appellant, Indore Devel opnent Authority (hereinafter
referred to as the 'Devel opnent Authority’) has been con-
stituted wunder the provisions of the MP. Nagar Tatha G am
Ni vesh Adhiniyam 1973 (hereinafter referred to as ’'the
Act’). The wit-petitioners/respondents (hereinafter
referred to as ’'the respondents’) are the i'nt ended,
allottees of flats in the Navl akha Housing Conplex Schene
No.31 in the town of Indore, on hire-purchase basis.

2.1t appears that in the year 1977, an advertisenent was
i ssued by the Devel opnent Authority, inviting applications
from the persons interested in purchase of flats in nmulti-
storeyed buildings on hire-purchase basis. As per the said
advertisenent, a deposit of Rs. 1,000/- for Lower Incone
Group (hereinafter referred to as 'the LIG) residential
flat and a deposit of Rs.2,000/- for Mddle Inconme G oup
(hereinafter referred to as "the MG ) residential flat was
to be made. It was also said that the plinth area for. the
M G Flat shall be 805 sq. ft. and that of the LIG flat shal
be 500 sq.ft. It was further said that at the tine of the
allotment of the flat a deposit of Rs. 11,000/- was to be
made by the hirepurchaser for the MG flat and Rs.7500/for
the LIG flat. The rest of the anbunt was to be paid in
i nst al ment s. Details of such instalnments were nentioned.
At the foot, it was saidthat the cost of the flats
aforesaid was based on estimate and that the definite cost
woul d be intinmated at the tine of allotment. The estimated
period for conpletion of the said schene was nentioned as
two years.

3. Pursuant to the aforesaid offer made by the Devel opnent
Aut hority, in

3

respect of MG and LIG flats, the respondents and ot hers got
thenselves registered as prospective hire-purchasers and
made the prescribed deposits for the purpose of t he




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

Page 2 of 6

allotment of the flats. After a | apse of about two years,
the Devel opnent Authority by its letter dated 5. 11. 1979
intimated that according to the plan approved for advance of
loan by HUDCO (a financing institution) 162 M flats of
plinth area of 750 sq.ft., 12 LIGflats of plinth area of
500 sqg.ft. each would be constructed in the four blocks from
3rd floor to 7th floor of the building in the Navlakha
Housi ng Schenme. The probable and estimted cost of MG and
LIG flats were. given out at Rs.70,000/- and Rs.45,000/-
respectively. There was nodification also in respect of
payment of instalnents, so far the cost of flats on hire-
purchase was concerned. He registration fee to be deposited
was also revised as Rs.5,000/- in place of Rs.2,000/ - for
MG flat and Rs.3,000/- in place of Rs. 1,000/- in respect
of LIGflat.

4. Once again by letters dated 7.10.1980 and 25.10.1980
the respondents were intimted that due to the increase in
the prices of the materials the estimated cost of LIG flats
shal | be Rs.60,000/- instead of Rs.45,000/- and that of the
MG flats shall be Rs.95,000/- instead of Rs.70,000/-. It
was said- in-the comunication that the revision had been
made on basis of the prevailing market rates of the
construction materials. According to the respondents, they
had no option but to concede to the aforesaid arbitrary and
unil ateral denmand’ made by the Devel opnent. Authority. By
letters dated 261 /A 984 and 26.12.1984,  be Devel opnent
Authority again intimated to the respondents-a further hike

in the cost of the flats. It was said that the cost of LIG
flat had been raised to Rs. 1, 16,000/- and the cost of MG
flat had been raised to Rs. 1,30,000/-. In the letter

aforesaid dated 26.1.1984, respondents were inforned that
the area of the LIG flat which had al ready been constructed

was 714.94 sqg.ft. in place of 500 sq.ft. as initially
intimated in the year 1977. Fromthe records, it | appears
that the construction of the building had been conpleted in
the year 1982 and the flats were ready for allotnent. But

possessi on could not be delivered to the respondents because
of a wit petition filed in respect of alleged “irregular
allotments of 56 flats.

5. After receipt of conmunication dated 26.1.1984 the
respondents filed a wit petition challenging the increase
of the <cost of flats registered by the respondents. The
stand of the Devel opment Authority, before the H gh Court,
was that the price of the flats had to be rai sed because  of
the hike in the cost of construction. In.respect of LIG
flats, yet another defence was taken, saying that -increase
of the plinth area from500 sqg.ft. to 714.94 sq.ft. was al so
a factor for the hike in the price of such LIG flats. The
Hi gh Court allowed the said wit petition on a Ending /that
the appellant Devel opment Authority, had been dealing wth
the respondents in an arbitrary and dictatorial manner. The
escal ation of the cost at different stages anounting to nore
than 100% had not been explained to the satisfaction of the
Court . On that finding a direction was given to the
appellant to deliver the possession of the flats to the
respondents and other applicants on the-basis of t he
estimated cost conveyed to the respondents and others by
letters aforesaid issued in Cctober 1980 i.e. so far MG
flat is concerned at the rate of Rs.95,000/- and LIG flat at
the rate of Rs.60,000/-, within one nonth fromthe date of
t he order.

6. On behal f of the appellant, it was

4

pointed out that at no stage the appellant had made any
conmitment in respect of the final cost of the flats in
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guestion. Since very beginning, they had given out only an
estimated and probable cost of the flats and they have kept
the respondents inforned fromtine to tine about the rise in

t he price of the flats, due to several i ntervening
circunmstances including escalation of the cost of the
construction materials. In this connection, our attention

was drawn to the advertisenent and the application for
registration. The particulars which were issued in respect
of the flats aforesaid gave the details of the area in
respect of Mddle Income Goup and Lower Income G oup.
After the schedule for payment of different instalnments,
Not e( 1) said:

"The above price is on estimted basi s.

Definite price will be intinmated at the tine
of allotment.  Persons receiving flats wll
have to pay the service charges fixed. The
pr obabl e period of conpletion of the schene is
2 years™.
Ref erence’ was also made to a comunication dated S. 11
1979, addressed to the respondents. It was said in the said

comuni cation ~that in Scheme No.31 Navlakha Residentia
Conpl ex, it had been proposed to build Hi gher/M ddl e/ Lower
i ncome groups houses by taking |oan from HUDCO, - "according
to schene sanctioned by O now 162 and 12 houses of 750
sqg.ft. and 500 sq.ft. in four blocks fromthird storey to
seventh storey with provision of lift will be built whose
probabl e cost is expected to be respectively Rs.70,000/- and
Rs. 45,000/ -". Thereafter, the details of the paynent to be
made by the persons who had registered thenselves for
allotment of the flats, according to the scheme sanctioned,
by the HUDCO was given out. In that communication, it was
also said that if any person wanted to have refund " of the
registration fee then the whole anmount would be refunded

wi t hout interest. Thereafter the appellant issued the
communi cation aforesaid dated 7.10.1980 in continuation of
its earlier conmmunication dated 5.11.1979 to all t he

respondents sayi ng:
"The Authority had in its wearlier Jletter
No. 14039 dat ed 5.11. 1979 i ndicat ed t he
esti mat ed cost of  the above f1at of
Rs. 45,000/ -. But as you know the market prices

have increased very much. Due to draught
causing scarcity of cement, the schene is
del ayed. Now t he estimated cost of the flat

at the current narket price has been

d
at Rs. 60, 000/-". (enmphasi s supplied)
Thereafter, the details of the revised instal nents which the
respondents were required to pay was nentioned. There is no
di spute that pursuant to the said comunication, t he
respondents have paid fromtime to tine. However, the
comuni cation dated 26.1.1984 aforesaid, which became the
subj ect matter of controversy said:
"In the above nentioned Navl akha Conpl ex one
MG Flat was reserved in your nane. |In this
connecti on, you wer e gi ven prelimnary
information by letter No. 14039 dated 5.11.79
about the anount of instalnent based on
pr obabl e cost and ot her condi tions.
Thereafter, in continuation, the Authority by
letter No. 1 1969 dt. 7.10.1980, informed you
for the reasons given in letter about the
probabl e cost estimated at the tine. Duri ng
this interval, increase in the price of
various materials required in construction,

estinate
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suggestion of Architect and use of the area

under construction, the area of each flat in-

creased and that due to inevitable reasons,

the actual cost of the flat has

5

becomre Rs. 1,16,000 (in words Rupees one |ac

si xteen thousand). On account of the above

reasons the area of the flat has become 714.94

sqg.ft. in place of 500 sq.ft."
Thereafter, a request was made by the appellant to the
respondents to deposit the balance anbunt. A simlar letter
was addressed to the persons, who had registered thenselves
for MG flats informng themthat the area of the flat had
becorme 808.12 sq.ft. and the actual cost of the flat was Rs.
1, 30, 000/ -.
7. It may be nmentioned that the respondents were given
possession of the flats in the year 1984 itself, on basis of
the direction given by the High: Court. Since then they arc
in possessions thereof Because of that the appel | ant
Devel opnent -~ Authority is claimng interest at the rate of
150 % fromthe respondents, since the date they have taken
possession of the flats, over the anmount which are yet to be
pai d by the respondents.
8. During the | ast decade, it has beconme a common feature
not only with the 'private builders, but with the builders,
i ncl udi ng Devel oprment’ Aut horities which can be held to be a
State within the neaning. of Article 12 of the Constitution
(1) to escalate the price of the flats booked (2) not to
deliver such flats according tothe schedule nentioned in
the advertisenment inviting applications. |In this process
certainly the victinms are the citizens who have booked such
flats for shelter. The people belonging to the Lower |ncone
Group, having estinated the total amount, which they may
have to pay for the flats in question are on many occasions
put to great strain and stress because of the revision and
escal ation of the cost of such flats. But the devel opnent
authorities who construct such flats have their own story.
According to them under the existing circunmstances it is

very difficult, if not inpossible, to keep to the tine
schedul e because of several intervening factors, including
litigations pending in courts fromtinme to tine. ~ Then the
escalating price of the construction materials, |abour

charges etc. are the other contributory factors.

9. Thi s Court in the case of Bareilly Devel opnent
Authority v. Ajai Pal Singh, (1989) 2 SCC 116, had to  dea

with a sinmilar situation in connection with the Bareilly
Devel opnment  Authority which had undertaken construction of
dwelling wunits for people belonging to different income
groups styled as ’'Lower Incone Goup ,’'Mddle [ ncone
Group’,’ Higher |Incone Goup’ and the 'Econonically’~ Waker
Sections. The respondents to the said appeal had registered
thensel ves for allotment of the flats in accordance with the
terns and conditions contained in the brochure issued by the
Aut hority. Subsequently, the respondents of that appeal,
received notices fromthe Authority intimting the revised
cost of the houses/flats and the nonthly instalnent rates
whi ch were al nost doubl e of the cost and rate of instalments
initially stated in the General Information Table. But
taking all facts and circunmstances into consideration, this
-Court said that it cannot be held that there was a
m sstatenment or incorrect statenent or any f raudul ent
conceal nent, in the brochure published by the. Aut hority.
It was al so said that the respondents cannot be heard to say
that the authority had arbitrarily and unreasonably changed
the ternms and conditions of the brochure to the prejudice of
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the respondents. In that connection, it was pointed out
that the nost of the respondents had accepted the changed

6

and varied terms. Thereafter they were not justified in
seeking any direction fromthe Court to allot such flats on

the original terns and conditions. Recently, the sane
guesti on has been exam ned in the case of Del hi Devel opnent
Authority V. Pushpendra Kumar Jain, JT 1994 (6) SC 292. In

respect of hike in the price of the flats, it was said:-
"Mere identification or selection of t he
allottee does not clothe the person selected
with a legal right to allotnment at the price
prevailing on the date of drawal of lots. The

schene evol ved by the appellant does not say s

ei t her —expressly or by necessary inplication
On the contrary, clause (14) thereof says that
"the estimated | prices nmentioned in the
brochure are illustrative and are subject to
revi si on/ nodi ficati on dependi ng upon the exi-
genci es of lay out, cost of construction etc.
Al though, this Court has fromtime to tine taking the
special facts and circunstances of the cases in question has
uphel d the excess charged by the developnent authorities,
over the cost initially announced as estinated cost, but it
shoul d not be understood that this Court has held that such
devel opnent authorities have absolute right to hi ke the cost
of flats, initially announced as approxi mate or estinmated
cost for such flats. It is well known -that' persons be-
| ongi ng to M ddl e and |ower Income G oups, bef ore
regi stering thenselves for such flats, have to take their
financial capacity into consideration and in sone cases it
results into great hardshi p when the devel opnent authorities
announce an estimted or approximate cost and deliver the
same at twice or three of the said anpbunt. The final @ cost
shoul d be proportionate to the approxi mate or estinmated cost
nmentioned in the offers or agreenments Wth the high rate of
i nflation, escalation of the prices of construction
materials and |abour charges, if the schenme is  not ready
within the time frame, then it is not possible to deliver
the flats or houses in question at the cost so -announced.
It wll be advisable that before offering the flats to the
public such devel opnent authorities should fix the estimated
cost of the flats taking into consideration the escal ation
of the cost during the period the schene is to be conpleted,
In the instant case , the estimated cost for the LIG flat

was given out at Rs.45,000/-. But by t he i mpugned
conmuni cati on, the appellant infornmed the respondents _that
the actual cost of the flat shall be Rs. 1,16,000/- i.e/ the

escalation is nore than 100% The Hi gh Court was justified
in saying that in such circunmstances, the Authority owed a
duty to explain and to satisfy the Court, the reasons for
such high escalation. W nmay add that this does not  nean
that the High Court in such disputes, while exercising the
wit jurisdiction, has to exanine every detail of the
construction with reference to the cost incurred. The High
Court has to be satisfied on the materials on record that
the. authority has not acted in an arbitrary or erratic
manner .

10. So far the facts of the present case are concerned, it is
an admitted position that in the proforma attached to the
application for registration, the appellant said that the
price nentioned by themwas a probable and estimated cost,
the definite price shall be intimated at the tine of the
allotment. Thereafter, the appellant had been inforning the
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respondents and others who had got thenselves registered,
from tine to tine regarding the escalation in the cost of
the flat. One of the reasons for the rise of the price for
the LIG fl at
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from Rs. 60,000/- to Rs. 1,16,000/- appears to be the
increase in the area of the flat itself from500 sq.ft. to
714.94 sq.ft. From 1982 to 1984, possession of the flats
coul d not be delivered because of the dispute pending in the
Court which-also contributed to the increase in the cost of
the flat. Admttedly, the respondents canme in possession of
the flats in the year 1984. In the facts and circunstances
of the case, we are satisfied that no interference was
called for by the Hi gh Court.’

11.W are informed that respondents have not paid the
bal ance anount as demanded by the appellant fromthem be-
cause of the pendency of the wit application before the
H gh Court and appeal before this Court. The appellant has
claimed the said amount with interest at the rate of 15%
since the ~date the possession was delivered, till the
bal ance —amunt is paid: As® the respondents are in
possession of the flats since 1984 wi thout paynment of any
rent to the appellant, they should not have any grievance in
maki ng paynment of the bal ance anbunt with interest. Stil
taking all facts and circunstances into consideration, we
direct the respondents to nmake paynent of the bal ance anount
along with sinple interest at the rate of 6% per annum from
the date of obtaining possession of the flat until payment.
12. Accordingly, the “appeal is allowed. However, in the
facts and circunmstances of the case, there shall be no
orders as to cost.
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