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ACT:

Bi har Land Reforms Act (30 of 1950), ss. 3, 4 and 10-Lease
of m ca bearing | ands-Covenant for renewal of |ease-Vesting
of estate in State Government under the Act-Wether |essee
entitled to renewal .

HEADNOTE

The appel |l ant-conpany obtained a |lease of certain mica
bearing land fromthe owners fora period of fifteen years.
The |ease deed provided for a renewal of the lease on the
expiry of the period at the option of the lessee. The |and
was Wwithin an estate and by virtue of a notification / under
the Bihar Land Reforns Act, 1950, the estate vested in the
State CGovernment under s. 4, free fromall encunbrances and

free from all rights of the |essees. But the  appel | ant
continued in occupation for the remaining period of the
contractual |ease, under a statutory |ease deemed to have

been granted by the State under s. 10 of the Act.

On the question whether the appellant was entitled to
speci fic performance of the covenant of renewal,

HELD : The agreement of renewal of the |ease infuture

was not binding upon the State Governnent after the vesting
ofthe estate.

(1) The Oiginal contractual |ease cane to an endby t he
operationof s. 4 and under s. 10 a fresh statutory |ease
for theremainder of the termof that |ease, in favour | of
the lessee, cane into being with ternms and conditions
mutatis nmutandis the 'same as the conditions of the origina
| ease. But the covenant granting an option of renewal  of
the |l ease on the expiry of the period of the |ease is nerely
a covenant running with the land, and does not create any
interest inland. It being in the nature of an encunbrance
and by virtue of s. 4 it was extinguished and the |and
vested in the State free fromthe obligation created by the
renewal clause. [885 C- E]

The State of Bihar v. Indian Copper Corporation Ltd. I|.L. R
38 Pat. 1160, approved.

(2) Rule 40 of the Mneral Concession Rules, 1949, under
which a |l essee of a mning lease is entitled to at |east one
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renewal for a period not exceeding the duration of the
original |ease, applies to grants nade by Governnent and not

to statutory | eases. Therefore, the rul e has no
application. Even assuming the rule was applicable, the
duration of the original lease in the case of such a

statutory |ease nust be deemed to be no longer than the
peri od between the date of vesting and the date of expiry of
the original |ease and that period, for which renewal may
have been cl ai med, expired nmany years ago. [885 G 886 A-B]

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Givil Appeal No. 47 of

1965.

Appeal fromthe judgnment and decree dated Decenber 12, 1962
of the Patna Hi gh Courtin Appeal from Original Decree No.
433 of 1959.

H. R, Gokhale, S. N Prasad and B. P. Singh, for the
appel | ant'.

883

enption and not of renewal was granted to the appellant Com
pany. The Hi gh Court of Patna confirned the decree passed
by the Trial Court but on different grounds. The H gh Court
held that the right granted by cl. 29 gave rise to an
"“encunbrance" which was extingui shed when the interest of
t he owers in the land vested in the  State. Wth
certificate granted by the Hi gh Court, this appeal has been
preferred by the Conpany.

A notification under s. 3(1) of the Bihar Land Reforms Act,
1950, on June 27, 1953 was issued in respect of the land of

t he owners. Section 4 of the Act prescribes t he
consequences of the publication of the notification under s.
3(1) : it provides, insofar as it is relevant

"Notwi t hst andi ng_anything contained in any
other law for the time being in force or in
any contract, on (the publication S of the
notification under sub-section (1) of section
3, or sub-section (1) or (2) of section 3A the
foll owi ng consequences shall ensue, nanely :
(a) Such estate or ‘tenure including the
interests of the proprietor or tenure-hol der
in any building or part of a bui | di ng
conprised in such estate or tenure and used
primarily as office or cutchery for t he
collection of rent of such estate or - tenure,
and his interests in trees, forests, fish-
eries, jalkars, hats, bazar, nela and ferries
and all other sairati interests as also his
interest in all sub-soil including any rights
in mnes and ninerals, whether discovered or
undi scovered, or whether being worked or not,
i nclusive of such rights of a |l essee of  m nes
and mnerals conprised in such estate or
tenure (other than the interests of raiyats
and under-raiyats) shall, with effect fromthe
date of vesting, vest absolutely in the State
free fromall encunbrances and such proprietor
or tenure-holder shall cease to have any
interests in such estate or tenure, other than
the interests expressly saved by or under the
provisions of this Act."

The opening words of this clause "Subject to the subsequent

provisions of this Chapter" were onitted by Bihar Act 16 of

I 959, but that om ssion has no practical significance in
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this case. Section 10 of the Act provides :
"(1) Notwithstanding anything contained in
this ,Act, where inmedi ately before the date
of vesting of the estate or tenure there is a
subsi sti ng | ease of m nes or m neral s
conprised in the estate or tenure or any part
thereof, the whole or that part of the estate
or tenure
884
conprised in such lease shall, wth effect
from the date of vesting, be deemed to have
been leased by the State Governnent to the
hol der of the said subsisting |ease for the
remai nder of the termof that |ease, and such
hol der shall be entitled to retain possession
of the leasehold property.
(2) The ~terms ~and conditions of the said
| ease by, the State Government shall nutatis
mut andi s be the sanme as the terns and
conditions of the subsisting |ease referred to
in sub-section (1), but with the additiona
condition that, if in the opinion of the State
CGovernnment the holder of the |ease had not,
before the date of the commencement of this
Act, 'done any prospecting or devel oping work,
the State Governnent shall be entitled at any
time before the expiry of one year from the
said date to deternmine the lease by giving
three nonth’s notice in witing
Provi ded
(3)
Counsel for the appellant Conpany contended  that cl. 29
created an interest in the denmised l'and in favour of the
Conpany and the State of Bihar as successor-in-title of the
original owners took the |and subject to that interest. In
the alternative, counsel contended, the Conpany acquired
i mediately on execution of the indentures of lease an
i ndefeasible right to obtain renewal and that right was
enforceable against the owners and their successors-in-
i nterest ali ke. W are wunable to agree wth t hose
contentions. The covenant granting an option of renewal of
the lease on the expiry of the period of the |ease
outstanding is a covenant running with the land : it creates
no interest in land. |In The, State of Bihar v. |Indian
Copper Corporation Ltd. (1) the H gh Court of Patna held that
a clause for renewal of a | ease on the expiry of it% period
has not the effect of a present dem se nor does it operate
to create an interest in land on the date on which the
original |ease was executed : a covenant for renewal i's’ not
tantanobunt to an actual denise and therefore "no |leasehold
interest is created for the renewed term when the - origina
lease is granted." Under the ternms of the |ease dated
Sept ember 30, 1940, the appellant Conpany becane entitled to
a lease for a period of fifteen years. On the expiry  of
that period the Conpany could have entorced their right to
get a renewal of the lease for a period of fifteen years
agai nst the owners if their interest had not been
exti ngui shed. If the owners declined to carry out their
obligation, the Conpany could sue for specific performance
and claima right to remain
l ) I.L.R 38 Pat. 1160,
885
in possession for a period of fifteen years stipulated in
cl. 29. But the provisions of the Bihar Land Refornms Act
i ntervened. By the express terns of s. 4 (a) of the Act al
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the interests of the owners in all sub-soil including any
rights in mnes and mnerals, whether discovered or
undi scovered or whether being worked or not, inclusive of

such rights of the | essee of nmines and minerals conprised in
such estate or tenure becanme vested in the State with effect
fromthe date of vesting absolutely and free fromall encum
branches. Even the interest of the | essees of the mines and
mnerals conprised in the estate therefore ceased, and al
encunbrances on the interest of the owners’ estate were
ext i ngui shed and the State took the estate free fromall the
rights of the |lessees. The original contractual |ease cane
to an end by the operation of s. 4 (1 )(a,) of the Act, and
a fresh statutory |lease for the remainder of the term of
that | ease in favour of the |essee cane into being under s.1
0 ( 1) of the Act.

The appellant Conpany therefore acquired the rights of a
statutory |essee for the period between June 27, 1953 and
Septenmber . 30, 1955, “with terms and conditions nmutatis
nmut andis 'the same as the conditions of the original |ease
granted by the owners on Septenber 30, 1940. But by virtue
of s. 4 -that covenant by which ,he owners had agreed to
renew the | ease at the option of the | essee being nmerely of
the nature of an encunbrance and not an interest in the |and
was extinguished, the | and vested in the State free fromthe
obligation created by the renewal clause.

W agree with the High Court that "a clause for renewal of
the lease at a future date was a limtation inposed upon the

| essor. Hi s freedom as an absol ute owner was sought to be
curtailed by such agreenent. It was thus an encunbrance and
al | encunbr ances wer e wi ped out by section
A, Taking all these provisions into

consi deration, an agreenent for renewal of a leasein future
cannot be binding wupon the State Governnent after the
vesting of the estate".
Counsel for the appellant relied uponr. 40 of the Mnera
Concession Rules, 1949, and contended that under the scheme
of the Rules a lessee of a nmining lease is entitled to at
least one renewal. Rule 40, insofar as it 1is ‘material
provi des :
"(1) The period for which a nmining | ease nmay
be granted shall be 30 years in the case of
coal, iron-ore and bauxite for manufacture of
alumnium and 20 years in the case of any
other mnerals, unless the applicant hinself
asks for a shorter period. The |ease shall be
renewabl e at the option of the lessee, for one
or two periods, each not exceeding t he
duration of the original |lease, in the case of
iron-ore and bauxite for nmanufacture of
al um nium and one period not exceeding the
8 86
duration of the original |lease in the case of
ot her mnerals."
But r. 40 has no application. Manifestly, the rule applies
to grants made by the Government : it has no application to
statutory |leases arising by virtue of s. 10 of the Bihar
Land Reforns Act. Even assuming that r. 40 applies to such
a statutory |ease, the duration of the "original |ease" my
be deened to be no |onger than the period between the date
of vesting and September 30, 1955. That period for which
renewal may have been cl ai ned has expired many years ago,
and recognition of the rights of the appellant Conpany will
be of no practical significance in this appeal
The appeal fails and is disnissed with costs.
Appeal dism ssed.
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