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UPON hearing counsel the Court nade the foll ow ng
ORDER

M. Dhruv Mehta, |earned counsel resunmed his argunents at 10.35 A'M and concluded at 11.05 A
M Thereafter M. E az Magbool, |earned counsel appearing for the Appellant in C. A No. 7818
of 2002 started his argunments and concluded at 11.25 A°M Thereafter, M. Mikul Rohtagi, |ear
ned ASG addressed the Court for ten m nutes. Hearing stands concl uded.
The Civil Appeal Nos. 4014-4017 and 4018-4021 of 1998 are partly allowed and Civil Appeal No.
7818 of 2002 is dismissed in terns of the signed order.

There will be no order as to costs.

Anita



(Ramesh Chand)
Court Master

(Signed order is placed on the file.)
IN THE SUPREME COURT OF | NDI A
Cl VI L APPELLATE JURI SDI CTI ON

Cl VI L APPEAL NOS. 4014-4017 OF 1998

DELHI FIN. CORPN. & ANR

Appel lant (s)

Ver sus

RAJI V ANAND & ORS
..ﬁespondent (s)
W TH
CIVIL APPEAL NOS. 4018-4021 OF 1998
AND

ClVIL APPEAL NO. 7818 COF 2002

ORDER

Al'l these Appeals can be disposed of by this comobn Judgnent. In all these cases noni es has
been borrowed from Financial Corporations. Action was initiated under Section 32-G of the Sta
te Financial Corporations Act, 1951. The State Governnent having appointed the respective Mna
ging Directors as the authority under Section 32-G Certificates of Recovery were issued by th
e Managing Directors. Wit Petitions were filed in the Del hi H gh Court and the Punjab and Ha
ryana Hi gh Court chall enging the appoi ntnent of Managing Director as the authority and the Cer
tificates of Recovery.
The Del hi Hi gh Court has, in the Judgnent inpugned in Cvil Appeal Nos. 4014-4017 of 1998 and
4018- 4021 of 1998, held that the appointnent of the Managing Director was against the princip
e that 'no man can be a judge in his own cause’ and struck down the appoi ntrment of the Managin
g Director and accordingly struck down the Certificate of Recovery. On the other hand, the Pu
nj ab and Haryana High Court has in the Judgnent, inpugned in Cvil Appeal No. 7818 of 2002, d
sagreed with the view of the Del hi Hi gh Court and has upheld the appointnent of the Managi ng
Director. However, on facts of that case, it was held that the opportunity of being heard had
not been granted and the matter was referred back for giving a hearing to the party and pass
ng a fresh order. The Financial Corporations being aggrieved by the Judgnent of the Del hi High
Court have come in Appeal against that Judgnent. The party being aggrieved by the Judgment of
the Punjab & Haryana Hi gh Court has come in Appeal against that Judgnent.
At this stage it must be nmentioned that even though the Delhi H gh Court allowed the Wit Pet
itions on the above nentioned ground, all other points raised in the Wit Petitions were answe
red against the party. M. Mehta relied upon the authorities of this Court in the cases of Man
agement of Northern Railways Co-operative Society Ltd. v. Industrial Tribunal, Rajasthan, Jaip
ur and Anr. reported in 1967 (2) SCR 476: AIR 1967 SC 1182 and Enpl oyees in Relation to the Ma
nagenent of India Cable Co. v. Their worknen reported in (1973) 1 SCR 105 and subnitted that e
ven though the findings on the other points were against his clients and the Appeal had only b
een filed by the Financial Corporations the Respondents could still support that Judgnent on a
Il available points. W have accepted that proposition. W therefore heard these Appeal s on
all points canvassed before us.
The first question which arises is whether the Managing Director of a Corporation can be appo
nted by the State Governnent as the authority contenpl ated under Section 32-G of the State Fin
anci al Corporations Act. Section 32-G reads as follows: -
"32G Recovery of anpunts due to the Financial Corporation as an arrear of |and revenue. - We
re any anmount is due to the Financial Corporation in respect of any accommodati on granted by
t to any industrial concern, the Financial Corporation or any person authorised by it in witi
ng in this behalf, may, w thout prejudice to any other node of recovery, make an application t



o0 the State Government for the recovery of the anobunt due to it, and if the State Governnent o
r such authority, as that Government may specify in this behalf, is satisfied, after follow ng
such procedure as may be prescribed, that any anount is so due, it may issue a certificate fo
r that amount to the Collector, and the Collector shall proceed to recover that anmount in the
sanme manner as an arrear of |land revenue."

The Del hi High Court relied upon, anpongst others, the Judgnents of this Court in the cases of
A. K. Krai pak and others vs. Union of India and others reported in AIR 1970 SC 150 (1970 2 SCC 2
62); @ullapalli Nageswara Rao and others vs. Andhra Pradesh State Road Transport Corporation a
nd another reported in AIR 1959 SC 308 (1959 Suppl. 1 SCR 319) and Ms. Krishna Bus Service Pv
t. Ltd. vs. State of Haryana and others reported in AIR 1985 SC 1651 (1985 3 SCC 711). On the
basis of these Judgnents, the Delhi High Court held that Section 32-G was not unconstitutiona
I . The Del hi Hi gh Court however held that Section 32-G postul ates appoi ntment of an i ndependen
t person. The Del hi Hi gh Court held that the Managing Director or any other official of the Fi
nanci al Corporation could not be appointed by the State Governnent as an authority under Secti
on 32-G of the Act. The Delhi Hi gh Court has held that the question was not whether the Manag
ing Director would be biased or not. It is held that the real question was whether his appoin
tment as an authority under Section 32-G would inspire confidence of the entrepreneur or not.
The Del hi High Court has held that his appointment woul d not inspire confidence as the questi
on was not of the bias but of the reasonable likelihood of bias. The Del hi H gh Court has he
dthat it is against all canons of justice to make a man a judge in his own cause. It is held
that justice should not only be done but should be seen to be done as well.
The Punj ab and Haryana Hi gh Court has disagreed with this view. It has held that the decision
of the Del hi Hi gh Court appears to be based on the assunption that the function of the authori
ty was akin to the deternmination of a lis/dispute between the parties. The Punjab and Haryana
H gh Court has held that the procedure | aid down for issuance of Recovery Certificates does
not involve adjudication of alis in a strict sense. It has held that the only thing which the
State CGovernnent or the specified authority is to do before issuing a Certificate is to go th
rough the contents of the application filed on behalf of the Corporation and the objection, if
any, raised by the persons to whomnotice is issued. The Punjab & Haryana Hi gh Court has he
d that ordinarily, the | oanee, would know his liability which is to be repaid to the Corporati

on along with interest at the specified rate. It was held that the | oanee would know the tota
| period of default and the amount which could be recovered by the Corporation. It was held t
hat even then he was free to raise all perm ssible objections. It was held that |ikew se the

guarantor would al ways be aware of the terns and conditions and could rai se objections to the
i ssuance of a Recovery Certificate. The Punjab and Haryana H gh Court has held that all that
the State Governnent or the Specified Authority was required to do was to nake a mathemati ca
cal cul ation of the ambunt due in accordance with the terns of the agreenent including the rat
e of interest and then pass the necessary order for issuance of a Recovery Certificate. It wa
s held that in such cases no question arises of any departnental or institutional bias. It is
hel d that such appoi ntnents cannot be vitiated on the ground of bias or on the ground of viol
ation of the rule that 'no nman can be a judge in his own cause’
To consider which viewis correct one needs to look at the law laid down by this Court. In the
case of Gullapalli Nageswara Rao and others v. Andhra Pradesh State Road Transport Corporatio
n and another reported in AIR 1959 SC 308 a schene was published by the General Manager of the
Andhra Pradesh State Transport undertaking. Cbjections were invited to that schene. Those ob
jections were, pursuant to an order of the Chief Mnister, heard by the Secretary to the Hone
Department. The Secretary to the Hone Department then placed his note and comments before the
Chief Mnister who then passed the order approving the schene. The schene was chall enged, in
ter alia, on the ground that the principles of natural justice had been violated inasnmuch as
the authority enpowered to decide the matter could not have heard the objections. The Constit
ution Bench of this Court took note of the fact that the Secretary was in charge of the Transp
ort Departnment and as such he was al so head of the State Transport Corporation. It was found
that the Secretary had been responsible for fram ng of the scheme; that he had then received a
nd heard objections; made notes and presunably di scussed the matter with the Chief Mnister be
fore the latter approved the scheme. It was noted that even though fornmal orders were passed
by the Chief Mnister, the inquiry was conducted and personal hearing was given by one of the
parties to the dispute itself. On these facts, it was held that persons who are entrusted wt
h the duty of hearing a case judicially should be one who have no personal bias in the matter.
On these facts, the majority of the Judges applied the principle that 'no nman can be a judge
on his own cause’ and struck down the schene. However Justice Wanchoo and Justice B.P.Singh h
eld that the action of the Governnment was purely adninistrative and that in such cases it does
not follow that the Secretary was an inproper person to hear the objections.
This question again canme up for consideration before a Constitution Bench of this Court in the
case of Lachhman Das on behalf of Firm Tilak Ram Bux vs. State of Punjab and others reported
in (1963) 2 SCR 353. The facts of this case are alnost identical to the facts of the present
case. In Lachhman Das’s case (supra) the statute provided a special procedure of recovery. U
nder the provisions of the statute the head of the departnent was authorised to determ ne the
exact amount due and recoverable fromdefaulters. Under the statute the head of the departnen



t was the Managing Director of the Patiala State Bank. The Constitutional validity of that pro
cedure was chall enged. The question was whether in such cases the doctrine that "no nan can b
e a judge in his own cause"” applies. The Constitution Bench of this Court considered this que
stion and unani nously held as follows: -
" We nust next refer to the hierarchy of officers constituted under the Act. At the top are t
he Mnisters; then there is a Board of Directors; next cones the Managi ng Director, and subord
inate to himare a host of officers in charge of the several departnents and branches. The Bo
ard of Directors is to consist of the Prime Mnister, Finance Mnister three nenbers nom nated
by the Ruler, two of whomare non-officials representing inportant clients of the Bank, and t
he Managi ng Director. The Managi ng Director has power to sanction |oans on personal security u
p to Rs. 3,000/- and on pl edge of goods up to Rs. 25,000/-. Beyond that linit it is the Board
that can sanction | oans.

We may now exani ne how far the contention of the appellants that the procedure prescribed by t
he Act and the Rules is opposed to rules of natural justice is well founded. The first conpla
int isthat it is it the Managing Director, who is in charge of the day to day adninistration
of the Bank, and that therefore he is not the proper person to decide the dispute, because his
own action nmust be under challenge. W see no force in this contention. The Managi ng Direct
or is a high ranking official on a salary scale of Rs. 1,600-100-2,500, with a free furnished
residence. He has no personal interest in the transaction and there is no question of bias, o
r any conflict between his interest and duty. Loans are sanctioned by the appropriate authori
ties under the Rules, and the custonmer operates on the account through cheques and deposit rec
eipts, and there could be no question of any attack on the actions of the Managi ng Director
How unsubstantial this objection is will be seen fromthe fact that the | oan dated May 23, 195
3, with which we are concerned coul d have been sanctioned under the Rules, not by the Mnagi ng
Director, but only by the Board."

At this stage even though this does not concern this point the further observations nade nay a
| so be reproduced as they have a bearing on other points urged before us:-

"It is then said that the hearing before the Managing Director is perfunctory, that under Rule
6, he is only to exam ne the objections stated in the witten statenent "in the |light of the
rel evant records of the departnent” and decide the dispute, and that there is thus no real opp
ortunity afforded to the parties to present their case. This argunent proceeds on a m sconcep
tion of the true scope of Rule 6. It does not bar the parties from exam ning w tnesses or pro
duci ng ot her docunentary evi dence. The Managi ng Director, has, under this Rule, to exanine the
statement and the records of the Bank, in so far as they bear on the points in dispute and th
at normally, would be all that is relevant. But he is not precluded by the Rule from exam nin
g witnesses or taking into account other docunentary evidence, if he consider that that is nec
essary for a proper determination of the dispute. And whether he should do so or not is a mat
ter left to his discretion. Discussing a sonewhat sinilar question arising on the |Ianguage of
s.68-D(2) of the Motor Vehicles Act, 1939, this Court observed in Malik Ramv. State of Rajas

t han:

"It will therefore be for the State Government, or as in this case the officer concerned, to d
ecide in case any party desires to | ead evidence whether firstly the evidence is necessary and
relevant to the inquiry before it. |If it considers that evidence is necessary, it will give

a reasonabl e opportunity to the party desiring to produce evidence to give evidence rel evant
to the enquiry and within reason and it would have all the powers of controlling and giving an
d the recording of evidence that any court has. Subject therefore to this over-riding power o
f the State Government or the officer giving the hearing, the parties entitled to give evidenc
e either docunentary or oral during a hearing under s. 68-D(2)."

Faced with this authority, it was submtted that the observati ons nmade by the Constitution Ben
ch are per incuriaminasnmuch as this authority has not taken note of the Judgnent in @ull apal
i Nageswara Rao’s case (supra). W are unable to accept this submission. It is to be seen th
at there is a big difference in the facts of the two cases. The doctrine that 'no man can be
a judge in his own cause’ can be applied only to cases where the person concerned has a person
al interest or has hinself already done sone act or taken a decision in the nmatter concerned.
Merely because an officer of a Corporation is naned to be the authority, does not by itself b
ring into the operation the doctrine 'no nman can be a judge in his own cause’. O course in
ndi vi dual cases bias may be shown against a particular officer but in the absence of any proof
of personal bias or connection merely because officers of a particular Corporation is named
as the authority does not nean that those officers would be biased. As has been held by the C
onstitution Bench a Managing Director is a high ranking officer. He is not personally interest
ed in the transaction. There is no question of any bias or conflict between his interest and
his duty. |In Qullapalli Nageswar Rao’s case (supra) the Secretary who had framed the schene t
hen proceeded to hear the objections and advise the Chief Mnister. It is because of the pe
rsonal involvenment of the Secretary that the majority took the view Even then two Judges held
that it did not follow that he was an inproper person to hear the objections.



At this stage it nust also be nmentioned that the control of the State Financial Corporation Ac
t, by virtue of Section 9, vests in a Board of Directors. O course the Board of Directors wou
I d take the assistance of the Executive Committee and the Managing Director. But the control r
emains that of the Board of Directors and therefore there is no question of presuning that the
re was any conflict of duty or that the Managing Director would not act fairly.

Rel i ance was al so pl aced upon the decision of another Constitution Bench of this Court in the
case of A K Kraipak and others vs. Union of India and others reported in 1969 (2) SCC 262. |
n this case the Acting I nspector General of Forest of Jammu & Kashmir State was hinself a cand
idate for selection to the Indian Forest Service. Even though he was a candi date he becanme a
Menber of the Selection Board constituted under Regulation 5 for preparing a list of officers
of State Forest Service. |In the list which was prepared his nane was shown as No. 1. It was p
ointed out that the Acting Inspector CGeneral of Forest did not sit in the Selection Board at t
he time when his name was considered by the Sel ection Board. This Court held even though he m
ay not have sat in the Selection Board at the tine his name was considered but he did particip
ate when the names of his rivals were being considered. It was held that he was bound to have
i nfluenced the other nenbers whilst the nanes of his rivals were being considered. Here also,
the facts were conpletely different. It was shown that the Acting | nspector General had a per
sonal interest in seeing that he got sel ected.

Rel i ance was al so pl aced upon the case of Krishna Bus Service Pvt. Ltd. vs. State of Haryana a
nd others reported in (1985) 3 SCC 711. |In this case the General Manager Haryana Roadways was
gi ven powers under the Punjab Mtor Vehicles Act and the Rules franed thereunder which could
be exercisable by a Deputy Superintendent of Police. The Court noted that the General Manager
of the Haryana Roadways was personally responsible for proper nmanagenent of the activities of
t he Haryana Roadways. The Court noted that prosperity and profitability of Haryana Roadways w
oul d depend upon conpetition fromprivate operators. The Court noted that the powers given to
the General Manager would cast a duty to ensure conpliance of the provisions of the Act and t
hat this would include checking, inspection, search and sei zure of offending Mtor vehicles.
It was held that even vehicles belonging to the Haryana Roadways nmay have to be checked, insp
ected, searched and/or seized. It was noted that he would have to take steps to prosecute the
of ficers and this mght include officers of his own departnent and may even include hinself.
On these facts it was held that, with the duties entrusted to himas a General Mnager, he cou
I d not be expected to discharge the above nentioned functions fairly and reasonably as an unob
structed operation of notor vehicles by private owners would affect the earnings of the Haryan

a Roadways. It was held that there was every likelihood that he would be over zealous in stop
pi ng, searching and/or seizing notor vehicles belonging to others and at the sane tine be |l en
ient to the vehicles belonging to the Haryana Roadways. It was held that if he was too |enien

t in inspecting vehicles, the interests of the travelling public at |arge would be in peril.
It was held that either way there was a conflict between his duty on the one hand and his int
erest on the other
In the case of Accountant and Secretarial Services Pvt. Ltd. And another v. Union of India and
others reported in (1988) 4 SCC 324 the appoi ntnent of an officer of the Respondent Bank as
an Estate Oficer under the Public Prenmises (Eviction of Unauthorised Cccupants) Act, 1971, wa
s chall enged on the ground that it was violative of Article 14 of the Constitution of |ndia.
This Court held that in the very nature of things, only an officer or an appointee of the Gove
rnnent, statutory authority or Corporation can be thought of for inplementing the provisions o
f the Act. This Court held that personal bias cannot be attributed to such officers either
in favour of the bank or against any occupant who is being proceeded against, nerely because h
e happens to be an officer. Thus, the authorities disclose that nmere appointnment of an office
r of the Corporation does not by itself bring into play the doctrine that 'no man can be a jud
ge in his own cause’. For that doctrine to conme into play it must be shown that the concerned
of ficer has a personal bias or a personal interest or has personally acted in the concerned m
atter and/or has already taken a decision one way or the other which may be interested in supp
orting. This being the lawit will have to be held that the decision of the Delhi H gh Court i
s erroneous and cannot be sustained and the view taken by the Punjab and Haryana Hi gh Court is
correct. It will therefore have to be held that Managi ng Director of a Financial Corporation
can be appointed as an Authority under Section 32-G of the Act.
It is next urged that Section 32-G of the Act can only apply to a principal debtor and not aga

inst a surety. |In support of this submission it is pointed out that prior to anendnent of S
ection 31 in 1985, a Court had taken a view that the provisions of Section 31 could not be inv
oked against a surety or a guarantor. |n support of this subm ssion reliance was placed upon

the authority of the Allahabad Hi gh Court in the case of Miunnalal Gupta v. Utar Pradesh Finan
cial corporation and another reported in AIR 1975 All.416. A Full Bench of the All habad Hi gh
Court, on a consideration of the Sections 29, 31 and 32 of the State Financial Corporation Act

hel d that Section 31 could not be invoked against a surety. It was subnmitted that in view of

this decision the Legislature amended Section 31 by incorporating therein sub clause (a a).

It was subnitted that Section 32 was anended by incorporating sub sections (1A), (4A) and (7d
a) therein. It was subnmitted that the Legislature was specifically incorporating provisions,
in Sections 31 and 32, enabling Financial Corporations to proceed against sureties. It was su
bmtted that by the same Arendnent Act Section 32-G was also incorporated. It was submtted th



at the Legislature did not specifically provide, in Section 32-G that it could be availed of
against a surety. It was submitted that this clearly indicated that the intention of the Legi
sl ature was that Section 32-G was neant to be used only against the industrial concern who had
borrowed the anmounts

We see no substance in this submission. A plain reading of Section 32-G negates such an argum
ent. Section 32-G provides that "when any anount is due" to Financial Corporation an applicat
ion can be nmade to the State Government "for recovery of the anobunt due". The anmount woul d be
due to a Financial Corporation either fromthe industrial concern and/or froma surety/guarant

or. |If the intention was to limt the procedure under Section 32-Gonly to the principal debt
or then Legislature would necessarily have had to use the words "anount due fromthe principa
debtor" or "anount due fromthe industrial concern". The Legislature has purposely omtted t

0 use those words. Further Section 32-Gis being incorporated by the same Amendi ng Act which
ncor porated provisions for enforcement against a surety. The fact that it is incorporated at
the tinme when provisions permitting proceedi ngs agai nst a surety are being incorporated indic
ates that the Legislature was aware that proceedi ngs under Section 32-G could apply even again
st a surety. If at this tine the Legislature intended that Section 32-G was not to apply to a
surety then the Legislature woul d have specifically so provided. It is therefore clear that t
he remedy under Section 32-Gis avail able even against a surety.
In support of the subnission that the Legislature did not intend to apply Section 32-Gto a su
rety, reliance was placed upon the case of P.K Unni vs. Nirnmala Industries and others reported
in (1990) 2 SCC 378 wherein it has been held that the Court must proceed on the assunption th
at the Legislature did not nake a mistake and that it intended to say what it said. It was h
eld that assunming there is a defect or an onission in the words used by the Legislature, the C
ourt cannot correct or make up the deficiency. It was held that the Court cannot add words to
a Statute or read words into it which are not there, especially when a literal reading thereo
f produces an intelligible result. It is held that the Court is not authorised to alter a wor
d or provide a casus om ssus. Reliance was also placed on the case of Union of India vs. Elp
hi nst one Spi nning and Waving Co. Linmted and others reported in (2001) 4 SCC 139 which is to
the sinlar effect. There can be no dispute with these propositions. It is on this basis tha
t this Court is holding that words cannot be added in Section 32-G To accept M. Mehta's sub
nmi ssion would require this Court to add words to Section 32-G to the effect "due fromthe indu
strial concern" after the words "anmount due to the Financial Corporation". It is presumed that
the Legislature nade no mi stake when it omtted to use these words. It is presuned that the
Legi sl ature intended what it said, nanely, that Section 32-Gis to apply wherever any anpunt
s found due to the Financial Corporation
It was next submitted that Section 32-Gis akin to an execution proceeding. It was subnitted
that before it can be invoked there nmust be an adjudication and a finding that an anmount is du
e. It is subnmitted that only after such adjudication the provision of Section 32-G could be i
nvoked. In other words, the submi ssion is that resort nmust be first had to a GCvil Court bef
ore the provisions of Section 32-G could be invoked.
In support of this avernent, counsel drew our attention to Section 33-C of the Industrial Disp
utes Act, 1947 which reads as follows: -
"33C. Recovery of noney due from an enployer - (1) Were any nmoney is due to a workman from a
n enpl oyer under a settlenent or an award or under the provisions of [Chapter VA or Chapter VB
] the workman hinself or any other person authorised by himin witing in this behalf, or, in
the case of the death of the workman, his assignee or heirs may, wi thout prejudice to any othe
r node of recovery of the noney due to him and if the appropriate Governnent is satisfied tha
t any noney is so due, it shall issue certificate for that ambunt to the Collector who shall p
roceed to recover the same in the same nanner as an arrear of |and revenue

Provi ded that every such application shall be made within one year fromthe date on which the
nmoney becane due to the worknman fromthe enpl oyer

Provi ded further that any such application nmay be entertained after the expiry of the said per
iod of one year, if the appropriate Government is satisfied that the applicant had sufficient
cause for not nmking the application within the said period.

(2) Where any workman is entitled to receive fromthe enpl oyer any noney or any benefit which

i s capabl e of being conputed in terns of nobney and if any question arises as to the anount of

nmoney due or as to the anount at which such benefit should be conputed, then the question may,
subject to any rules that nmay be nmade under this Act, be decided by such Labour Curt as may b
e specified in this behalf by the appropriate Government [within a period not exceeding three

nmont hs] . "

It was submitted that the wordings of Section 33-C(1) and 32-G are identical. Reliance was th
en placed upon the authority of this Court in the case of Fabril Gasosa vs. Labour Conmi ssione
r and others reported in (1997) 3 SCC 150 wherein Section 33-C was consi der ed. It was held t

hat Section 33-Cis in the nature of an execution proceedi ng designed to recover the dues of t
he wor knen. The distinction between sub-sections (1) and (2) was noticed and it was held that
this distinction is mainly in the procedural aspect and not with any substantive rights of wo



rkmen. It was held that after the determination is nmade by the | abour court under sub-section
(2), the anmpbunt so deternined can be recovered through the summary and speedy procedure provi
ded by sub-section (1). It was held that sub-section (1) does not control or affect the anbit
and operation of sub-section (2) which was wi der in scope than sub-section (1). It was held
that the rights conferred under sub-section (2) were in additional to any other node of recove
ry which the workman had under the law. It was further held that sub-section (1) dealt with ¢
ases where the noney is due to a workman from an enpl oyer under a settlenent or an award where
as sub-section (2) dealt with the cases where a workman is entitled to receive fromthe enpl oy
er any noney or benefit which is capable of being conputed in terns of noney. It was held tha
t where the anpbunt due to the worknen, flowing fromthe obligations under a settlenment, was pr
edeterm ned and ascertained or could be arrived at by arithnetical calculation or sinpliciter
verification and the only inquiry was required to be nade was whether it was due to the workma
n or not, recourse to the sunmary proceedi ngs under Section 33-C(1) of the Act was not only ap
propriate but also desirable. It was held that where the anobunt due was predetermnm ned anount
Iike the Variable Dearness Allowance then the same woul d be covered by sub-section (1) as only
a calculation of the anbunt is required to be nade.
In our view, far from hel ping the Respondents, this authority is against them It shows where
an anmount can be ascertained by sinple arithnetical calculations or by sinple verification the
n only inquiry as contenpl ated by sub-section (1) of Section 33-Cis required. |In cases of am
ounts due to Financial Corporations all that is required is a sinple arithnetical calculation
or a sinple verification. It is for that reason that in Section 32-G only a provision identica
| to Section 33-C(1) has been incorporated. The Legislature has knowingly omtted to incorpor
ate a provision like Section 33-C(2). It nmust be presuned that Legislature intentionally onit
ted such a provision. The reason of such om ssion being that the Legislature wanted the recov
ery of dues to Financial Corporation in a sumrary manner on a sinple arithnetical calculation
or a sinple verification. A plain reading of Section 32-G shows that there is no lis or adjudi
cation contenpl ated under Section 32-G The Punjab & Haryana Hi gh Court is right in holding t
hat all that is contenplated is a nmere mathematical calculation after |ooking into the papers.
The borrower and the surety or the guarantor know what are the anmpbunts due, they know what a
nmount s have been repaid, they know when the anounts were to be repaid, what has not been repa
d or how bel atedly amounts have been repaid. They knew what the rate of interest is. Thus a m
ere calculation has to be nmade to ascertain the amount due. |If on such calculations it is fou
nd that an anount due is due to the Financial Corporation then a Certificate of Recovery can b
e issued. Undoubtedly, the provision is the nature of an execution proceeding but it is not a
recovery proceedi ng pursuant to a decree of a Court. It is a recovery proceeding on the anoun
t being found to be due by a sinple verification by the State Governnent or the authority appo
inted by it. Further to accept the interpretati on suggested by counsel would be to go agai nst
the very purpose and object of the Act which is to ensure speedy recovery. Wth that object
n that Sections 29, 31 and 32 have been enacted. These have been found to be inadequate. Thu
s by Section 32-G one nore renmedy of recovery is given to a Financial Corporation. Merely for
execution of a decree of a Court no such provision is required. Once a decree is passed it ¢
an be executed in the normal manner. That Section 32-Gis not for execution of a decree of a
Court is also clear fromthe fact that it does not use the word decree. Al'l that Section 32-
G contenplates is that where an anpbunt is due an officer will nmake an application to the State
Governnent, the State Governnent or an authority appointed by themwould, after follow ng pro
cedure as may be prescribed, issue a certificate for that anount to the Coll ector and the Col
ector shall proceed to recover that anmobunt as arrears of |and revenue.
It nmust also be noted that in the case of Haryana Financial Corporation and another vs. Jagdam
ba Gl MIIs and another reported in (2002) 3 SCC 496, it has been held that the State Fi nanc
ial Corporations as instrunmentalities of the State deal with public nmoney. It has been held t
hat there can be no doubt that the approach has to be public-oriented. It is held that such a
pproach can only operate effectively if there is regular realization of the installnents. It
is held that even though the Corporation is expected to act fairly there is also corresponding
duty cast upon the borrowers to repay the anbunts in time. It is held that regul ar paynent i
s the rule and non-paynent due to extenuating circunstances is the exception. It is held that
if the repaynents are not received, as per the scheduled tine-frame, it would disturb the equ
ilibriumand financial arrangenents of the Financial Corporations. It is held that these corp
orations do not have unlinted funds at their disposal. It is held that they have to cater to
the needs of the intended borrowers with the avail able finance and non-paynent of the instal
ment by a defaulter stand in the way of a deserving borrower getting financial assistance. It
is held that the Corporation cannot be shackled hand and foot in the name of fairness. It ha
s been held that fairness cannot be a one-way street. It is noted that the Financial Corporat
i ons borrow noney fromthe Governnent or other Financial Corporations and are required to pay
interest thereon. |t has been held that a borrower who has no genuine intention to repay and
who adopts pretexts and ploys to avoid repaynent cannot nmake a grievance that the Financial Co
rporation was not acting fairly, even if the requisite procedure have not been followed. It i
s held that the fairness required of the Financial Corporation cannot be carried to the extent
of disabling themfromrecovering what is due to them Thus a provision incorporated by the
Legislature with intention to enable Financial Corporations to speedily recover anounts due to



t hem cannot be whittled down by giving an interpretation which would render it nugatory.

It was next submitted that under Sections 31 and 32 an el aborate procedure has been establishe
d. It was submtted that unlike that Section 32-G does not |ay down any procedure. It was su
bmtted that this Court nust thus strike down Section 32-G as being arbitrary. It was subnitte
d that such a draconian provision can be exercised w thout giving any reasons in witing and

n the absence of any procedure. It was submitted that absence of procedure neans that the pri
nci pl es of natural justice need not be followed. It was submitted that no right of Appeal has
been provi ded agai nst the issuance of a Certificate of Recovery issued under Section 32-G In
support of the subm ssion that such a provision nmust be struck down, reliance was placed upo
n the case of Excel War etc. vs. Union of India and others reported in (1979) 1 SCR 1009 wher
ein Sections 25(0 and Section 25(R) of the Industrial Disputes Act, 1947, as they then stood
were, struck down as being constitutionally invalid anbngst others on the ground that the prov
isions did not require any reasons to be given and that there was no provision for an appeal
However, it must be noted that the above-nentioned Sections were struck down not only on these
two grounds but on a nunber of other grounds also. Reliance was al so pl aced upon certain obse
rvations in the case of Maganlal Chhagganlal (P) Ltd. v. Minicipal Corporation of Geater Bonb
ay & Os. reported in (1974) 1 SCC 402. However, in this case this Court upheld that validi
ty of the provision on the ground that there was provision in the Act for giving notice to the
party effected after specifying the grounds on which the order of eviction is proposed to be
made. The person concerned can file his objections, produce docunents and is entitled to be r

epresented by lawer. It was held that these were sufficient safeguards and that in any case
appeal against the order of the Conmi ssioner lies to the principal Judge of the City Cvil Co
urt inthe city and to the District Judge in the District. It was also held that resort cou

d al so be had to the High Court under the provisions of Article 226 or Article 227 of the Cons
titution of India.
The case of Maganl al Chagganl al was considered by this Court in the case of Director of |ndust
ries, U P. and Gthers v. Deep Chand Agarwal reported in (1980) 2 SCC 332. The question in tha
t case was whether a |oan anount could be recovered as arrears of |and revenue. The recovery
was sought to be made by resorting to Section 3 of the U P. Public Mneys (Recovery of Dues) A
ct, 1965 which provided that the Governnment could send a certificate to the Collector nention
ng the sumdue fromthe person and requesting that the sumbe recovered as arrears of land rev
enue. The vires of the Section was challenged. It was held that the object of the Act was to
provi de a speedier remedy. It was held even though there was no express guidelines however it
still could not be held that Section 3 conferred arbitrary powers on the State Governnent and
/or that it nmade hostile discrimnation. It was held that the recovery as arrears of land rev
enue could only be on the basis of the certificate issued. It was held that the officer issu
ng certificate was expected ordinarily to avail hinself of the speedier remedy. It was held t
hat when speedi er renedy was avail able, resort should not be had to the dilatory procedure of
the ordinary civil court. It was held that such a Section is not discrimnatory and is not vi
olative of Article 14 of the Constitution
There is no provision barring jurisdiction of Cvil Courts. Thus a suit can be filed or resor
t can always be had to the High Court under Article 226 or Article 227 of the Constitution of
India. Section 32-G provides that the State Governnment or the authority will issue a certifica
te after follow ng the procedure. The words "after follow ng the procedure’ necessarily ind
cates that principles of natural justice have to be conplied with. Thus, notice would have to
be issued, the party concerned woul d have to be heard and then only the order woul d be passed
We see no substance in the subm ssion that the order nust always be a speaking order or ar
easoned order. Considering the fact that the provisions only contenplate arithnetical calcula
tions or sinple verification, the question of any reasoned or speaking order does not arise.
Al that is to be stated is that the amount is found due. On that basis the Certificate of Rec
overy is to be issued. W, therefore, see no substance in the subm ssion that the provision
s arbitrary or discrimnatory.
We are told that now a procedure has been prescribed. Even though no procedure was prescribed
earlier, it could not be denied that principles of natural justice were followed. Notices wer
e issued to the concerned parties. They were given a hearing. Their objections were taken in
to consideration and in their cases speaking orders are passed. Pursuant to those orders the C
ertificates of Recovery were issued.
It was next submitted by the Respondent in Civil Appeal Nos. 4014-4017 of 1998 that she had on
ly stood as a surety for the termloan of Rs. 39,15,6000/- and the soft |oan of Rs. 2 |akhs.
t was submitted that, apart fromthese two, the principle debtor had al so been given a seed ca
pital loan of Rs. 11,50,000/- and that she had not stood surety for that anount. It is subnit
ted that she, therefore, cannot be made liable for the entire anount due fromthe principal de
btor. To this, it has been pointed out that the seed capital loan already stands repaid in it
s entirety and nothing is due in respect of that amount. It is pointed out that what is due a
nd payable is only under the terns | oan and the soft loan. The question raised is a disputed
question of fact which could not be gone intoin a Wit Petition. As the Respondent has not f
iled a suit, we, at this stage, see no reason to interfere on this ground.
In this view of the matter, the Judgnent of the Delhi High Court is set aside to the extent th
at it holds that the Managing Director could not have been appointed and to the extent it quas



hes the Certificates of Recovery. The other findings are upheld. The Judgnent of the Punjab
& Haryana Hi gh Court is upheld.

G vil Appeal Nos. 4014-4017 and 4018-4021 of 1998 are partly allowed to the extent set out abo
ve. Cvil Appeal No. 7818 of 2002 stands dismi ssed. There will be no order as to costs.

(S. N. Variava)

(H K. Senmm)
New Del hi ,
March 24, 2004.



