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ACT:

Hyderabad Muni ci pal Corporation Act, 1955 Section 197,
199, 202 & 204--Minicipal Corporation 'allotting building
under ’'Low Inconme /Housing Schene’--Corporation whet her
prohibited fromlevying and collecting ' property tax’ from
all ottees.

HEADNOTE:

The appel |l ant-Minici pal Corporation of° Hyderabad con-
structed houses under "Low Income Housing Schene" and all ot -
ted themto the respondents on _hire purchase. The agreenents
executed by the respondents in favour of the appellant
provided (1) that the houses would remain, till the paynent
of the last instalnent and execution of a conveyance in
favour of the respondents, as the property of the Corpora-
tion; and (ii) that all Municipal taxes, water taxes and
electricity charges would be borne by the allottees.

The appellant served demand notices on the respondents
to pay house tax in respect of their houses. By that  ting,
the instalnents had not been fully paid. The respondents
chall enged ’'the levy of tax on the ground that s.202(1) of
the Hyderabad Municipal Corporation Act prohibits the |evy
of general tax in respect of the aforesaid houses, since
they had not yet vested unto the allottees under the hire
purchase agreenent. A Single Judge negatived the plea of the
respondents-all ottees and upheld the validity of tax but the
Division Bench in a Letters Patent Appeal took a“  contrary
vi ew. Hence this appeal by special |eave.

Al'l owi ng the appeal

HELD: (1) In order to attract s.202(1)(c) of the Hydera-
bad Municipal Corporation Act, a property nust satisfy a
dual test. The property must not only owned by the Corpora-
tion, it nmust also be in the occupation of the Corporation
itself. It is in this sense that the word ’'vesting has been
used. The expression 'vest’ enployed in s.202(1)(c) under
the circunmstances nmust of necessity be construed as vesting
both intitle as well as in possession. [113G H
Fruit & Vegetable Merchants Union v. Delhi |nprovenent
Trust,

108
A l.R 1954 S.C.p. 344 and Richardson v. Robertson, [1862] 6
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L.T.p. 75, relied upon.

(2) The schenme underlying ss. 197, 199, 200 and 204 of
the Act has to be read and construed in a neaningful, pur-
poseful and rational manner. Section 197(1)(i) casts a |lega
obligation on the Minicipal Corporation to levy taxes on
ands and buildings. Section 199(1) nmkes it obligatory
subject to the exceptions, limtations and conditions to
levy a general tax, water tax, drainage tax, |lighting
tax/conservancy tax on the buildings and lands in the City
of Hyderabad. Whilst the legislature makes it obligatory on
the Corporation to levy the aforesaid taxes, in so far as
general tax is concerned an exception is carved out under
s.202(1) and the Municipal Corporation is relieved from the
obligation of inposing taxes in respect of buildings which
are specified in clauses(a) to (d). The exception is made on
policy and principle. Not - arbitrarily. Essentially the
properties which are used for public purposes or for pur-
poses of  the comunity are exenpted. C ause(d) rmakes it
abundantly clear that the exenption will not be extended to
properties ~belonging to the Central Governnent and State
CGovernment  if-the same are used for purposes of profit and
not a public purpose.  The user for the purposes of the
conmunity is the rationale of the thread of principle which
runs through all these three clauses viz. clauses (a), (b)
and (d) for granting exenption. So far as clause(c), which
has given rise to the present controversy i's concerned, a
different principle is at the bottom different but no |ess
rati onal . The phil osophy underlying the exenption is rooted
in pragmatism In so far as buildings and | ands. which are
the properties of the Corporation and are used for its own
purposes it would be an exercise in futility to collect
taxes from itself in order to augnment its —own resources.
Surely the resources would not stand augnented when the
Muni ci pal Corporation collects the taxes fromitself., [111D
112A- F]

3. Section 204(1) which is apart of the packet of
sections relating to this subject<-matter clinches the |issue
in favour of the Minicipal Corporation of Hyderabad. It, in
terns, provides that property taxes shall be leviable pri-
marily fromthe actual occupier of the prem ses upon which
the said taxes are assessed, if such occupier holds the said
prem ses inmediately fromthe Governnent or fromthe Corpo-
ration. |If the property taxes were not to be levied in
respect of the property belonging to the Corporation which
is used and occupied by allottees or other occupiers, ~there
woul d be no point or purpose in nmaking the provision in the
af oresai d manner. The provision in terns applies to a situa-
tion where the buildings or the premses are in actua
occupation of
109
a person or body other than the Municipal Corporation it-
self. In such an event, the property taxes would be leviable
primarily from the said occupier as if the said occupier
hol ds the property fromthe Corporation itself. This |l eaves
no room for doubt that the Corporation is entitled to inpose
taxes on the buildings which may be owned by itself but
whi ch may be in occupation of others. herw se, the provi-
sion contained in s. 204(1) would be rendered aimess and
otiose. [113B-F]

JUDGVENT:
CIVIL APPELLATE JURISDICTION: Civil Appeal No. 123(N)
of 1973.
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From the Judgnent and Order dated 26. 10. 1972 of the
Andhra Pradesh High Court in Wit Appeal No. 444 of 1968.

B. Parthasarthy and G.N. Rao for the Appellant.
B. Kanta Rao for the Respondents.
The Judgrment of the Court was delivered by

THAKKAR, J. Is the Minicipal Corporation of Hyderabad
prohi bited from |l evying Munici pal taxes from persons induct-
ed by it in the property of its own ownership under the hire
purchase agreenent? The validity of |levy of Minicipal taxes
by the Minicipal Corporation of Hyderabad fromallottees to
whom the Municipal Corporation had allotted buil dings con-
structed under "Low Income Housing Schene” |aunched by it
was questioned by the allottees. The |learned Single Judge
uphel d the validity but the Division Bench in. appeal, Under
Clause 15 of the Letters Patent. took a contrary view The
Muni ci pal Corporation has preferred the present appeal
Appeal by Special Leave and has contended that the | earned
Singl e ~Judge was right in upholding the levy and the Divi-
sion Bench was wong in holding it invalid.

The flacts giving rise tothe wit petition instituted by
the 72 allottees to whomthe houses were allotted need to be
stated briefly:--

The Hyder abad Muni ci pal Corporation started a
schene called Low Inconme Housing Schene in
1957, I n pursuance of that schene, the Corpo-
ration constructed several houses in various
parts of the Hyderabad City - including the
locality of Malakpet. After the houses at
Mal akpet. were conpleted, applications were
invited from persons bel onging to

110

that group for the purpose of allotting these
houses. The wit petitioners applied and the
Corporation allotted the houses to them'  They
are occupyi ng the houses since 1959. The wit
petitioners executed agreenents in favour of
the Corporation. According to the terns of the
agreenment, the allottees were put in posses-
sion of the houses allotted to them The
allottees were to pay 20%of the sale price as
the first instalnent and they were required to
pay the balance in nonthly —instalments. ~ The
agr eenment specifically provides that t he
houses would remain, till the paynment of the
| ast instal ment and execution of a conveyance
in favour of the wit petitioners, as the
property of the Corporation. The allottee has
been strictly prohibited fromselling or nort-
gagi ng or otherw se di sposing of the house or
even to sublet or part with possession of the
same. Even after the wit petitioners becone
owners of the houses, they are precluded from
selling the same within five years of  such
date. The agreenent further provides that —all
nmuni ci pal taxes and water taxes and el ectrici-
ty charges would be borne by the allottees.
The wit petitioners were served with a denand
noti ce on 31-12-1964 asking themto pay house
taxes from 1-4-1961 onwards. The denmand no-
tice, which the wit petitioners received on
16-4-1965, required the wit petitioners to
file objections, if any before 15 days of the
receipt of the notice. The wit petitioners
accordingly filed their objections on 29-4-
1965. The principal contention of the peti-
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tioners was that the houses are not liable to
be taxed as they vest in the Minicipal Corpo-
ration, and as the wit petitioners are not
the owners of the houses, Negativing this
contention, the Minicipal Corporation served a
notice dated 19-6-1966 denmanding from the
petitioners taxes for the period comencing
from 1st April, 1961 to 31st March, 1965. It
is this demand notice which has given rise to
the wit petition, giving rise to the present
appeal

The challenge to the levy of taxes is built on the
argunent that inasmuch the houses under the hire purchase
agreenment have not vyet vested unto the allottees, the
property vests unto the Minicipal Corporation and under the
circunstances Section 202(1l) of the Hyderabad Municipa
Corporation Act (Act) prohibits the I evy of the general tax
in respect of these houses.

111

In —order to deal with the plea of the allottees which
was negatived by the | earned Single Judge but sustained by
the learned Judges of the Division Bench, the relevant
provi sions of the Act require to be noticed. They are: -
Sections 197(1) (i), 199(1), 202(1) and 204( 1)’

It is no doubt true that until all the instal nents under
the hire purchase agreenent were paid, the allottees would
not becone the owners of the houses for the title would vest
unto themonly upon the paynent of all the instalments as
per the stipulation containedin the agreenent. At the
rel evant point of time the instalnments had not  yet been
fully paid. The titleinregard to the houses ‘therefore
continued to vest unto the Minicipal ~Corporation  at the
rel evant time. The question then is ~whether Secti on
202(1)(c) nmkes it unlawful to |l evy general tax from the
allottees of these buildings. The schene wunderlying the
af oresai d packet of provisions enbodied in the Act deserves
to be analysed in this context. Section 197(1)(i) /casts a
| egal obligation on the Municipal Corporation to | evy /taxes
on |ands and buildings. Section 199(1) makes it ~ obligatory

subject to the exceptions, limtations
1. "Section 197(1)(i): For the purposes of this  Act, the
Corporation shall inmpose the follow ng taxes nanely: (a)

taxes on | ands and buildings; X X X X"

"199(1): The followi ng taxes shall subject to exceptions,
[imtations and conditions herein provided be  levied on
buildings and lands in the City and shall " hereinafter be
referred to as property taxes, nanely:- (a) a general tax;
(b) a water tax; (c) a drainage tax; (d) a lighting tax; (e)
a conservancy tax;"

"202(1): The general tax shall be levied in respect of al
buil dings and lands in the city except;

(a) buildings and |l ands solely used for purposes connected
with the disposal of the dead,;

(b) buildings and | ands or portions thereof solely occupied
and wused for public worship or for a charitable or educa-
tional purpose;

(c) buildings and | ands vesting in the corporation;

(d) buildings and | ands vesting in the Central Government or
state GCovernment used solely for public purposes and not
used or intended to be used for purposes of profit in re-
spect of which the said tax, if levied, would wunder the
provi sions hereinafter contained be prinarily leviable from
the Central Governnent or State CGovernnent as the case my
be. "

"204(1): Property taxes shall be leviable primarily fromthe
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actual occupier of the prem ses upon which the said taxes
are assessed if such occupier holds the said prem ses inmre-
diately fromthe CGovernnent or fromthe Corporation."

112

and conditions enbodied in the rel evant provisions, to |evy
a general tax, water tax, drainage tax, lighting tax and
conservancy tax on the buildings and lands in the Cty of
Hyderabad. Wiilst the legislature nakes it obligatory on the
Corporation to levy the aforesaid taxes, in so far as gener-
al tax is concerned an exception is carved out under Section
202(1) and the Municipal Corporation is relieved from the
obligation of inmposing taxes in respect of buildings which
are specified in clauses (a) to (d). Evidently the exception
is made on policy and principle. Not arbitrarily. Essential-
Iy the properties which are used for public purposes or for
purposes of the comunity are exenpted. For instance by
clause (a) buildings and | ands which are used for purposes
connected wth the disposal of the dead are exenpted i nas-
much as the entire community is interested in such a user
The same principle is discernible in regard to clause (b)
whi ch provides for exenption in regard to | ands or buil dings
solely occupied for public worship or for <charitable or
educational purpose. The same phil osophy is discernible in
the exenption accorded under clause (d) to properties be-
longing to Central 'or State Governnent which are used solely
for a public purpose. Be it realized that clause (d) nakes
it abundantly clear that the exenption will not be extended
to properties belonging to the Central” Governnent and State
CGovernment if the same are used for purposes of profit and
not for a public purpose. The user for the purposes of the
conmunity is the rationale of the thread of principle which
runs through all these three clauses (viz. clauses (a), (b)
and (d) for granting exenption. So far as clause (c) which
has given rise to the present controversy is concerned, a
different principle is at the bottom different but no |Iess
rati onal . The phil osophy underlying the exenption is rooted
in pragmatism In so far as buildings and lands which are
the properties of the Corporation and are used for its own
purposes, it would be an exercise in futility to collect
taxes from itself in order to augnment its own resources.
Surely the resources would not stand  augmented  when the
Muni ci pal Corporation collects the taxes from itself. ~ How
woul d one benefit by taking nobney from one pocket and put-
ting it in another pocket of oneself? By transfering from
one drawer of one’s own cash box into another drawer of the
same cash box? The whol e purpose of levying tax isto aug-
ment its resources and not nerely to engage in an exercise
in accountancy, by crediting in one account and debiting in
another, which does not result in its resources being  aug-
nented in reality. In fact a sizable staff would have to be
enpl oyed for naking the valuation of the properties, for
maki ng assessnment of the properties, and for making credit
and debit entries in the relevant accounts. That 1is the
obvi ous reason why buildings and | ands which vest in the
Corporation and which are in its own use and

113

occupation are sought to be exenpted from the levy. O
course clause (c) which provides for exenptions in respect
of "buildings and |l ands vesting in the Corporation” is not
very happily or perfectly worded. Had it been drafted wth
the care and precision to be expected froma perfect drafts-
man (who exists only in theory and not in practice), there
woul d have been no scope for the controversy. But then if
the entire schene is viewed in a conmobn sense nanner, SO
that the schenme makes sense, the matter cannot present any
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serious problem Section 204(1) which is a part of the
packet of sections relating to this subjectmatter clinches
the issue in favour of the Municipal Corporation of Hydera-
bad, the appellant herein. It in terns provides that proper-
ty taxes shall be leviable primarily fromthe actual occupi-
er of the prem ses upon which the said taxes are assessed,
if such occupier holds the said premses imediately from
the Governnent or fromthe Corporation. |If the property
taxes were not to be levied in respect of the property
bel onging to the Corporation which is used and occupi ed by
allottees or other occupiers there would be no point or
purpose in making the provision in the aforesaid nmanner. The
provision in ternms applies to a situation where the build-
ings or the prem ses are in actual occupation of a person or
body other than the Minicipal Corporation itself. 1n such an
event the property taxes would be leviable primarily from
the said occupier as if the said occupier holds the property
from the Corporation-itself. This |eaves no roomfor doubt
that the Corporation is entitled to inpose taxes on the
bui | di ngs. _which may be owned by itself but which may be in
occupation of others. O herw se, the provision contained in
Section 204(1) would be rendered aimess and otiose. Surely
the legislature was enacting a purposeful provision and not
a purposel ess provi sion w thout aimor object.

For the aforesaid reasons we are of the opinion that the
| earned Single Judge was right in taking the viewthat the
bui | di ngs and | ands vesting unto the Corporation not only in
title but also in possession (as polarized fromthose vest-
ing intitle only but not in possession) were exenpted from
the obligation inposed by the  legislature to levy the
property taxes. Buil dings and lands which were nerely owned
by the Corporation but were in actual possession or under
the actual use and occupation of some one else, that is to
say persons or bodies other than the Corporation itself are
not exenpted. In order to -attract ~Section 202(1)(c) a
property nust satisfy a dual test. The property nust not
only be owned by the Corporation, it nust also be’ in the
occupation of the Corporation itself. It is in this /sense
that the word 'vesting’ has been used. And the proposition
that the expression 'vest’ is capable of being used in this
sense, depending on the context in which it is enp-

114

| oyed, is supported by the observations made by this Court
in Fruit & Vegetable Merchants Union v. Delhi | nprovenent
Trust, A l.R 1954 S.C.p. 344. It has been observed therein
that the word vest:

"is a word of variable inport and a property nust vest in
title or may vest in possession or it may vest ina limted
sense, as indicated in the context ..... "

Rel i ance has been placed in this context on a passage from
Ri chardson v. Robertson, [1862] 6 L.T.p. 75 wherein it is
stressed that the 'vesting' often means 'vesting’ in posses-
si on.

The schene of the relevant sections has to be read and
construed in a neaningful, purposeful and rational manner.
The expression 'vest’ enployed in Section 202(1)(c), under
the circunstances nust of necessity be construed as vesting
both in title as well as in possession. Be it realized that
there can be no principle in exenpting the tenants inducted
by the Municipal Corporation in its property from payment of
taxes if the terns of the |lease so provide. Just as the
tenants who occupy the properties belonging to private
citizens have to pay property taxes if the terns of the
agreement so provide, the tenants inducted by the Minicipa
Corporation in buildings owed by itself have to pay the
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property taxes if the agreenent so provides. There can be no
rati onal basis for exenpting the tenants or persons inducted
by the Minicipal Corporationinits own buildings from
paynment of such taxes. The concerned provision therefore
cannot be read in the manner suggested by the respondents.
The | earned Single Judge was perfectly justified in negativ-
ing their contentions and in dismssing their wit petition.
The |earned Judges of the Division Bench were in error in
reversing the |earned Single Judge. W, therefore, allow

this appeal, set aside the order passed by the Division
Bench, and restore the order passed by the Ilearned Single
Judge dismissing the wit petition. There will be no order
as to costs.

M L. A Appeal
al | oned.

115




