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ACT:

Public Moneys (Recovery of Dues) Act, 1965 (U.P. Act
No. XXV of 1965) Section 3-Wether offends Article 14 of the
Constitution.

HEADNOTE

A sum of Rs. 15000/- was advanced to the Respondent by
the appel l ant for the purpose of setting up a panel pins and
wire nails industry in Hardoi on the former hypothecating
under the nortgage deed his house by way of security for the
l oan. The respondent committed default in repaynent of the
loan. The State CGovernnent was conpelled to take coercive
nmeasures to recover the balance of the amunt due and
payabl e under the deed as if it were an arrear /of |and
revenue by resorting to section 3 of the Public Mneys
(Recovery of Dues) Act, 1965 read with sections 279/281 of
the U.P. Zanmi ndari Abolition and Land Reformnms Act, 1950. The
respondent, therefore, filed a petition under Article 226 of
the Constitution on the file of the H gh Court of Al ahabad
(Lucknow Bench) questioning the conpetence of the revenue
authorities to recover the balance of the amount due under
the deed as if it were an arrear of land revenue on the
ground of violation of Article 14 of the Constitution
Foll owi ng the decision of this Court in Northern Indian
Caterers P. Ltd. and Anr. v. State of Punjab and Anr.,
[1967] 3 SCR 399 (which held the field at that tinme and
since overruled) the H gh Court declared that Section 3 of
the Act violated Article 14 of the Constitution and quashed
the recovery pr oceedi ngs initiated by t he revenue
aut horities.

Al owi ng the appeal by certificate, the Court
N

HELD: Section 3 of the Public Mneys (Recovery of Dues)
Act 1965 which enables the State Governnent to recover the
suns advanced under the circunstances mentioned therein, as
if these were arrears of |land revenue cannot be held to be
di scrimnatory and viol ative of Article 14 of the
Constitution. [1023D E]

(a) Section 3(1)(c) of the Act provides that where any
person is a party to any agreenent providing that any noney
payabl e thereunder to the State Government shall be
recoverable as arrear of |and revenue and such person nakes
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any default in repaynent of the |loan or advance or any
i nstal mrent thereof then the arrear due and payable by him
may be recovered as if it were an arrear of |and revenue by
issuing a certificate to the Collector. The remedy of the
State Governnent to recover the anpbunt by instituting a suit
al so remai ns unaffected by the Act. [1019G H

(b) There is reasonable basis for the classification
nade by the statute and that the classification does have a
reasonable relation to the object of the statute. The Act is
passed with the object of providing a speedier renedy to the
State Governnent to realize the |oans advanced by it or by
the Utar Pradesh Fi nanci al Cor por at i on. The State
Government whil e advanci ng | oans does not act as an ordinary
banker with a view to earning interest.
1016
Odinarily it advances loans  in order to assist the people
financially in establishing an.industry in the State or for
t he devel opnent ~of agriculture,  animal husbandry and for
such other purposes which would advance the econonic well -
bei ng of " the people. The anpbunts so advanced are repayabl e
in easy instalnents with interest which would ordinarily be
lower than the rate of interest payable on | oans advanced by

banki ng institutions ~which are run on comrercial |ines. The
| oans are advanced from out of the funds of the State in
which all the people of the State are vitally interested.

Moneys advanced by the State Governnment have got to be
recovered expeditiously so that fresh advances nay be made
to others who have 'not yet received financial assistance
fromthe State Government. |If the State Government shoul d
resort to a renmedy by way of a suit on the nortgage deeds or
bonds executed in its favour, the realization of the ampbunts
due to the Government is bound to be delayed resulting in
non-availability of sufficient funds® in the hands of the
State Governnent for advancing fresh loans. It is with the
obj ect of avoiding the usual delay involved in the disposa
of suits in civil Courts and providing for an expeditious
renmedy, the Act has been enacted. In the instant case, the
nortgage deed provided that the anount due thereunder coul d
be realised as if it were an arrear of |and revenue: and
[ 1020B-G

(c) The mere fact that there is no express provision.in
the Act containing guidelines to the authorities concerned
regardi ng the circunstances under which the anounts coul d be
realized by resorting to the procedure prescribed for
recovering arrears of land revenue, however, in the
circunstance of the case is not sufficient to hold that
section 3 of the inmpugned Act confers arbitrary power on the
State Government and nmekes a hostile discrimnation. The Act
which is passed with the object of providing 'a speedier
renedy itself provides sufficient guidance to the officer
concerned as to when he should resort to the renmedy provided
for. [1021A-C

Shri Mannal al and Anr. v. Collector of Jhalwar and O's,
[1961] 2 SCR 962; Lachhman Das on behalf of Firm Tilak Ram
Bux v. State of Punjab & Ors., [1963] 2 SCR 353 and Maganl a
Chhagganlal (P) Ltd. v. Muinicipal Corporation of Geater
Bonbay and Ors., [1975] 1 SCR 1 foll owed.

JUDGVENT:

ClVIL APPELLATE JURISDICTION: Civil Appeal No. 576 of
1970.

Fromthe Judgment and Order dated 18-8-1969 of the
Al | ahabad High Court in Wit Petition No. 334 of 1963.
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G N Dixit and O P. Rana for the Appellants.

H K. Puri for the Respondent.

The Judgnent of the Court was delivered by

VENKATARAM AH, J.-This appeal by certificate involves
the question whet her section 3 of the Public Moneys
(Recovery of Dues) Act, 1965 (U P. Act No. XXV of 1965)
(hereinafter referred to as "the Act’) offends Article 14 of
the Constitution and it ari ses in t he fol l owi ng
ci rcunst ances.

The respondent is a resident of Railwayganj, Hardoi in
the State of Utar Pradesh. He applied to the Governnent of
Uttar Pradesh

1017

for a loan of Rs. 15,000/ for the purpose of setting up a
panel pins and wire nails industry in Hardoi. The State
CGovernment  whi ch was i'nterested in t he i ndustria

devel opnent of the State accordingly advanced the |oan of
Rs. 15,000 to the respondent under a nortgage deed dated
March 10, / 1960. The respondent was permtted to repay the
loan in ‘ten hal f-yearly instal nents commencing from May 1,
1962 together ~with interest at the rate of 3 per cent per
annum cal cul ated from March 25, 1960. The nortgage deed
provided that the respondent should spend Rs. 7,000 out of
the |loan advanced on the purchase of machineries for
manuf acturing panel pins and wre nails and the bal ance of
Rs. 8,000 on the construction of a building for the purpose
of the said industry and for no -other purpose. The
respondent also agreed to observe truly the Utar Pradesh
Rules for the Advance of Loan for Developing Cottage
Industries in the Rural Area promulgated by the State
Government and also to permt the Director of Ilndustries,
U P. or any official deputed by himtoinspect his accounts
for the purpose of verifying whether the ambunt borrowed had
been utilised for the specified purpose. The respondent
hypot hecat ed under the deed his house by way of security for
the loan. Cause (8) of the nortgage deed, however, inter
alia provided that if any of the/instal ments payable by the
respondent as nentioned in the deed was not paid on the
stipulated date then the entire anbunt due under the deed
could be recovered by the State Governnent as arrears of
| and revenue. The nortgage deed was signhed by the Director
of Industries, UP. on behalf of and acting under the
authority of the Governor of Uttar Pradesh and the
respondent. The respondent committed default in repaynent of
the loan. The State Governnment was, therefore, conpelled to
take coercive neasures to recover the bal ance of the anount
due and payable under the deed as if it were an arrear of
| and revenue, by resorting to section 3 of the Act read with
sections 279/281 of the U P. Zam ndari Abolition and Land
Reforns Act, 1950. At the request of the Director of
Industries, U P., the Collector Hardoi initiated -steps to
recover the balance of the anount due under the deed as an
arrear of land revenue. Pursuant to the order of the
Col l ector, the Tahsildar of Hardoi issued an order  of
attachnment dated March 12, 1968 of the house of the
respondent and also issued a warrant of arrest of the
respondent to recover the amount under the provisions
governing the procedure prescribed for realising |and
revenue. Inmrediately thereafter, the respondent filed a
petition under Article 226 of the Constitution on the file
of the Hi gh Court of Allahabad (Lucknow Bench) in wit
petition No. 334 of 1968 questioning the conpetence of the
revenue authorities to recover the

1018

the bal ance of the amount due under the deed as if it were
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an arrear of land revenue. In that petition, the respondent
contended that the Act was discrimnatory and was,
therefore, violative of Article 14 of the Constitution on
the ground that the State Government had two renedies
available to it in |lawone by way of a suit for recovery of
the nortgage noney and another under the Act which
authorised it to recover the amounts due as if they were
arrears of |and revenue, that the renedy under the Act was
nore onerous than a suit so far as the respondent was
concerned and that there were no guidelines in law as to the
circunmstances in which the State Government could resort to
the provisions of the Act. The Director of Industries, UP
and the revenue authorities who were i mpl eaded as
respondents in the wit petition contended that the
provisions of the Act ~did not offend Article 14 of the
Constitution.

Fol | owi ng the decision of this Court in Northern India
Caterers Private Ltd., & Anr. v. State of Punjab & Anr. (1)
the Hi gh 'court declared that section 3 of the Act violated
Article 14 ~of the Constitution by  providing an additiona
renedy to the State Governnent over -and above the renmedy by
way of a suit, leaving it tothe ungui ded discretion of the
State Governnent to resort to one or the other and that the
renedy avail able under  the Act was nore drastic or
prejudicial to the “party concerned  than the suit.
Accordingly the Hi gh Court quashed the recovery proceedings
initiated by the revenue authorities.” Aggrieved by the
deci sion of the Hi gh Court, the Director of Industries, UP.
and the revenue authorities have come up in appeal to this
Court.

The i nmpugned Act was passed in the year 1965 to provide
for speedy recovery of certain classes of dues payable to
the State or to the Uttar Pradesh Fi nanci al- Corporation. The
Act contains three sections. The first section deals with
the title of the Act and extent of its operation. The second
section is the definition clause Section 2 (b) of the Act
defines the expression ’'financial assi stance’ / as any
financial assistance (i) for establishing, expanding or
running any industrial undertaking; or (ii) for purposes of
vocational training; or (iii) for the devel opment of anima
husbandry; or (iv) for purposes of any other kind of planned
devel opnent; or (v) for relief against distress. Section 3
of the Act wth which we are now concerned reads as
foll ows: -

"3. Recovery of certain dues as- arrears of |and

revenue-
1019

(1) Where any person is party-

(a) to any agreenent relating to a |oan, advance
or grant given to himby the State Gover nnent
or the Corporation by way of <financia
assi stance, or

(b) to any agreenent relating to a guarantee
gi ven by the State CGovernment  or the
Corporation in respect of a |oan raised by an
i ndustrial concern, or

(c) to any agreenent providing that any noney
payabl e thereunder to the State Governnent
shall be recoverable as arrears of |I|and
revenue, and such person-

(i) makes any default in repaynment of the |oan or
advance or any instal nent thereof, or

(ii) having becone |iable under the conditions of
the grant to refund the grant or any portion
thereof, makes any default in repaynent of
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such grant or portion or instal nent thereof,
or
(iii) otherwise fails to conply with the terms of

the agreenent, -
then, in the case of the State CGovernment, such officer as
may be authorised in this behalf by the State Government by
notification in the Oficial Gazette and in the case of the
Corporation, the Managing Director thereof, nmay, without
prejudice to any other node of recovery under any other |aw
for the tinme being in force, send a certificate to the
Col l ector, mentioning the sum due from such person and
requesting that such sum together wth costs of the
proceedi ngs be recovered as if it were an arrear of |and
revenue.

(2) The Collector-on receiving the certificate shal
proceed to recover the ampunt stated therein as an arrear of
| and revenue."

It may be seen that section 3(1) (c) of the Act
provi des that ~ where any person is a party to any agreenent
providing that any noney payable thereunder to the State
Gover nnment _shall be recoverable as-arrears of |and revenue
and such person nmakes -any default in repayment of the |oan
or advance or any instalnment thereof then the arrears due
and payable by himmy be recovered as if it were an arrear
of land revenue by issuing a certificate to the Collector.
The renedy of the State Governnent to recover the anount by
instituting a suit also remains unaffected by the Act.

1020

At the outset, it has to be stated that the decision of
this Court in Northern |India Caterers Private Ltd., & Anr.
(supra) is overruled by this Court in Maganl al- Chhagganl a
(P) Ltd. v. Minicipal Corporation of Geater Bormbay &
O's. (1) The question for determnation in this ‘case is
whet her section 3 of the inpugned Act violates Article 14 of
the Constitution. |In order ‘to decide this question, it is
necessary to determ ne the object of the Act and whether the
classification nade between the (State on the one hand and
ot hers who have also advanced noneys under nortgage deeds
bears any reasonable relation to the object of the statute.
The Act is passed with the object of providing a speedier
remedy to the State Governnment to realize the | oans advanced
by it or by the Utar Pradesh Financial —Corporation.” The
State Governnent while advancing |oans does not act as an
ordinary banker with a viewto earning interest. Odinarily
it advances loans in order to assist the people financially
in establishing an industry in the State or for the
devel opnent of agriculture, animal husbandry and for such
ot her purposes which would advance the econonic well-being
of the people. The anpbunts so advanced are repayable in easy
instalments with interest which would ordinarily be/lower
than the rate of interest payable on |oans advanced by

banking institutions which are run on comrercial lines. The
| oans are advanced from out of the funds of the State in
which all the people of the State are vitally interested.

Moneys advanced by the State Governnment have got to  be
recovered expeditiously so that fresh advances nay be made
to others who have not yet received financial assistance
fromthe State CGCovernment. |If the State CGovernnent should
resort to a remedy by way of a suit on the nortgage deeds or
bonds executed in its favour, the realization of the amounts
due to the Government is bound to be delayed resulting in
non-availability of sufficient funds in the hands of the
State Governnent for advancing fresh loans. It is with the
obj ect of avoiding the usual delay involved in the disposa
of suits in civil courts and providing for an expeditious
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renmedy, the Act has been enacted. In the instant case, the
nortgage deed provided that the anount due thereunder coul d
be realised as if it were an arrear of land revenue. It
cannot, therefore, be said that there is no reasonabl e basis
for the classification nade by the statute and that the
classification does not have a reasonable relation to the
obj ect of the statute.

It is also argued that the inpugned Act does not
provi de any guidelines to the authorities concer ned
regardi ng the circunmstances under which the amounts coul d be
realized by resorting to the pro-

1021

cedure prescribed for recovering arrears of |and revenue. It
is no doubt true that there is no express provision in the
Act containing such _guidelines. That, however, in the
circunstances of the case is not sufficient to hold that
section 3 of the inpugned Act confers arbitrary power on the
State Government- and nakes a hostile discrimnation. Under
section 3/ of the Act, the Collector can proceed to realize
the anmpbunt ~due as arrears of | and revenue only on the basis
of a certificate issued by an officer as nay be authorised
in that behalf by the State Government nentioning the sum
due from any person referred to therein. Such officer is
expected ordinarily  to avail hinmself of the speedier renedy
provi ded under the statute. We are of the view that the Act
which is passed with the object of providing a speedier
renmedy itself provides sufficient guidance to the officer
concerned as to when he should resort to the remedy provided
by it. As observed by this Court in Maganlal Chhgganlal (P)
Ltd.’s case (supra), one expects the officer concerned to
avai |l hinself of the procedure prescribed by the Act and not
to resort to the dilatory procedure of the ordinary civi
court. In that case, the legality of the provisions of the
Bonbay Governnent Premises (Eviction) Act, 1955 and the
provi sions contained in Chapter~ VA of the Bonmbay Minicipa
Corporation Act, 1888 which provided a speedier renedy to
recover possession of premses  belonging to the State
CGovernment and the Bonbay Municipal Corporation which were
i n unaut hori sed occupation of any person was questi oned on
the ground that the renedi es under the said provisions were
nore onerous than the remedy by way of a suit which was also
available to the State Government and the Corporation. Wile
uphol di ng the above provisions, Alagiriswanm, J. who spoke
for the najority observed thus:

"The statute itself in the two classes of cases before

us clearly lays down the purpose behind them that is

prem ses bel ongi ng to the Cor por ation and t he

CGovernment shoul d be subject to speedy procedure in the

matter of evicting unauthorized persons occupying them

This is a sufficient guidance for the authorities on

whom the power has been conferred. Wth -such an

indication clearly given in the statutes one expects

the officers concerned to avail thenselves of the
procedures prescribed by the Acts and not resort to the
dilatory procedure of the ordinary Cvil Court. Even

normally one cannot inagine an officer having the
choice of two procedures, one which enables himto get
possession of the property quickly and the other which
woul d be a prolonged one, to resort to the latter.
Admi ni strative officers, no
1022

less than the courts, do not function in a vacuum It
woul d be extremnely unr eal to hol d t hat an
administrative officer would in taking proceedings for
eviction of unaut hori sed occupants of Gover nnment
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property or Muinicipal property resort to the procedure
prescribed by the two Acts in one case and to the
ordinary Civil Courts in the other. The provisions of
these two Acts cannot be struck down on the fancifu
theory that power would be exercised in such an
unrealistic fashion. In considering whet her the
officers would be discrimnating between one set of
persons and another, one has got to take into account
normal human behaviour and not behaviour which is
abnormal. It is not every fancied possibility of
di scrimnation but the real risk of discrimnation that
we nust take into account. This 1is not one of those
cases where discrimnationis wit large on the face of
the statute. Discrinmination may be possible but is very
i nprobable. And if there is discrimnation in actua
practice this Court is not powerless. Furthernore, the
fact that the Legislature considered that the ordinary
procedure is insufficient or ineffective in evicting
unaut horised occupants of Government and Corporation
property and provided a special speedy procedure
therefor “is a clear guidance for the authorities
charged with the duty of evicting unaut hori sed
occupants. W therefore, find ourselves unable to agree
with the magjority in the Northern India Caterers’ case.
Certain provisions simlar to the Act inmpugned in this
case enabling a State Governnent to recover the anmpunts due
toit by resorting to a speedier renedy have been uphel d by
this Court in two cases-Shri Manna Lal & Anr. v. Collector
of Jhalawar & O's.(1l) and Lachhnman Das on behalf of firm
Tilak Ram Ram Bux v. State of Punjab & Ors.(2). In the case
of Shri Manna Lal & Anr. (supra) the facts were these: The
Jhal awar State Bank was originally a Bank bel onging to the
princely State of Jhalawar. Its assets, including noneys due
to it, becanme vested in the United State of Rajasthan under
the conveni ent executed by the Rul er of Jhal awar along with
other Rulers by which the United State of Rajasthan was
formed. On the pronulgation of the Constitution of India,
the United State of Rajasthan became the State of 'Raj asthan

inthe Indian Union and all its assets including the
Jhal awar State Bank and its dues wvested in- the State of
Raj asthan. In that <case the question which -arose for
consi derati on was whet her

1023

noneys which had been advanced by the Jhal awar State Bank
could be recovered by taking proceedi ngs under the Rajasthan
Public Demands Recovery Act. This Court held that the
amounts could be recovered by the State of Rajasthan after
the Bank had becone vested in it as a public demand under
the Rajasthan Public Denands Recovery Act and that the said
Act did not offend Article 14 of the Constitution even
though it provided a special facility to the Government as a
banker for the recovery of the bank’s dues for the
CGovernment could legitimately be put in a separate class for
this purpose. In the latter case i.e. the case of Lachhman
Das on behalf of FirmTilak Ram Ram Bux (supra), the right
of Patiala State Bank to recover the anpunts due to it under
the provisions of the Patiala Recovery of State Dues Act was
guestioned. This Court held that the Bank established by a
State had distinctive features which differentiated it from
ot her Banks and forned a category in itself and the Act in
setting up separate authorities for determnation of
disputes and in prescribing a special procedure to be
followed by themfor the recovery of the dues by summary
process coul d not be considered to be discrimnatory.

We are, therefore, of the view that section 3 of the
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Act which enables the State Governnent to recover the suns
advanced under the circunstances nentioned therein as if
they were arrears of |and revenue cannot be held to be
di scrimnatory and viol ative of Article 14 of t he
Constitution.

For the foregoing reasons, we allow the appeal, set
aside the order passed by the H gh Court and disniss the
wit petition. Since the Hi gh Court disposed of the case on
the basis of the decision of this Court in Northern India
Caterers Private Ltd. & Anr. (supra) which has since been
overrul ed, we make no order as to costs.

V. D. K. Appeal al | owed.
1024




