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ACT:

Public Denmand--Loan due to Jhalaway State Bank--Assets
transferred to United State of Rajasthan under covenant,
|ater vested in State of Rajasthan--1f recoverable as a
Public denmand-Certificate--Requirenents, if applicable to
| oans due to Governnent Special facilites to Governnent as
Banker, whether discrimnatory--Constitution of I'ndia, Art.
14- - Raj ast han Publi ¢ Denands Recovery Act, 1952 (Raj. V of
1952), s. 4.

HEADNOTE

The jhalawar State Bank was originally a Bank belonging to
the ruling State of jhalawar and its assets,  including
noneys

963

due to it, becane vested in the United State of Rajasthan
under the covenant executed by the Ruler of Jhal awar ' al ong
with other Rulers by which the United State of Rajasthan was
formed. On the pronul gation of the Constitution of ' India,
the United State of Rajasthan becane the State of Rajasthan
in the Indian Union and all its assets, including the
jhalawar State Bank and its dues, vested in the State of
Raj ast han.

Moneys due fromthe appellants in respect of advances made
to them by the jhalawar State Bank at a tine when it
bel onged to the ruling State of jhalawar, could be recovered
by the State of Rajasthan after the Bank had beconme vested
init, as a public denmand under the Rajasthan Public Denands
Recovery Act, 1952.

The form prescribed in the Rajasthan Public Denmands Recovery
Act, in which a certificate has to be drawn up and filed
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under S. 4 of the Act for comrencing proceedings for
recovery of public demands under the Act in so far as it
required a statenent as to the period for which a public
demand i s due, was not applicable to a public demand like a
loan due to the Governnent in respect of which there is no
guestion of any period for which it is due.

The Rajasthan Public Demands Recovery Act did not off end
Art. 14 of the Constitution as giving special facility to
the Governnment as a banker for the recovery of the bank’s
dues for, the GCovernnent can legitimtely be put in a
separate class for this purpose.

JUDGVENT:

ClVIL APPELLATE JURI SDI CTION:- Civil Appeal No. 88 of 1957.
Appeal fromthe judgnent and order dated January 18, 1956,
of the Rajasthan Hi gh Court (Jaipur Bench) in DB C Wit
Petition No. 262 of 1954.

S. K. Kapur and Ganpat Rai, for the appellants.

N. S. Bindra and D. Gupta, for the respondents.

1960. Decenmber 7. The Judgnent of the Court was delivered
by

SARKAR, J.-The appel l'ants are traders of Jhal awar .
Respondent No. 1, the Collector of Jhalawar, ,served on the
appellants a notice under s. 6 of the ,Rajasthan Public
Demands Recovery Act, 1952, hereafter called the Act, for
t he recovery from them as a public denand, of Rs.
2,24,607/6/6 said to be due on-account of |oans taken by
them fromthe Jhal awar State Bank. The appellants filed a

petition under s. 8 of the Act contending, —anpbng other
thi ngs, that

964

t he anobunt sought to be recovered from them was not a public
demand. Respondent No. 1 appears to have called upon the
appel lants to prove that it was not a public demand. The

appel | ants wi thout proceedi ng further before respondent No.
1, filed a petition in the H gh Court of Rajasthan for the
issue of a wit quashing the proceedi ngs under the /Public
Demands Recovery Act. The Hi gh Court dism ssed the petition
but granted a certificate that the case was fit for _an
appeal to this Court. Hence the present appeal

The only question raised in this appeal is whether any |oan
due to the Jhalawar State Bank could be recovered as a
public demand. A "public demand" within the nmeaning of the
Act is "any noney payable to the Government or to a
department or an officer of Government under or in pursuance
of a witten instrument or agreenent". The Government . here
neans the Government of Rajasthan for the Act was passed in
1952 by the Rajasthan State Legislature. The question then
is whether noney due to the Jhal awar State Bank, “is  npney
payabl e to the Governnent of Rajasthan

Now, the Jhal awar State Bank was started in 1932. At  that
time Jhalawar was a ruling State. Sonmetime in or about
April, 1948, the State of Jhalawar, along with nine other
ruling States of Rajputana, integrated and fornmed the United
State of Rajasthan under a covenant executed by the Rulers

of these States. One of the articles of this covenant
provided, "All the assets and liabilities of the covenanting
States shall be the assets and liabilities of the United

State." Subsequently, on March 30, 1949, the States of
Bi kaner, Jaipur, Jaisalnmer and Jodhpur joined the United
State of Rajasthan. On the promulgation of the Constitution
of India, the United State of Rajasthan becane a Part B
State in the Indian Union. The assets of the previous
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ruling State of Jhal awar, which had earlier vested in the
United State of Rajasthan, thereupon passed to and devolved
upon the State of Rajasthan in the |Indian Union

965

The proceedi ngs under the Act against the appellants were
started by the filing of a requisition with respondent No. 1
by respondents Nos. 2 and 3, being respectively the Treasury
Oficer, Jhalawar, and the Recovery Oficer, Jhalawar State
Bank, under s. 3 of the Act stating that the anpbunt earlier
mentioned was due fromthe appellants to the Governnent of
Raj asthan in respect of the clains of the Jhalawar State
Bank against them This was done presumably shortly prior
to June 16, 1953, on which date respondent No. 1 signed a
certificate specifying the anount of the denmand and certain
other particulars and filed it in his owm office under s. 4

of the Act. A notice of the signing and filing of the
certificate was served upon the appellants under s. 6 of the
Act . Thiis notice and the subsequent proceedings have been

referred to in the beginning of this judgnent.
The claimthus i's in respect of noneys due to the Jhal awar

State Bank. If that Bank was not - the property of the
Jhal awar State, then its dues cannot of course be said to
have nmerged in the present State of Rajasthan. The
appel l ants first contended that the Jhalawar State Bank was
not the property’ of  the State of Jhalawar. The only

material to which we have been referred by the appellants in
support of this contention is certain rules franed by the
Rul er of Jhal awar \in respect of the Bank. It was pointed
out that the rul es showed that the Bank was |ike any other
commercial enterprise. W are unable to agree that for this
reason it <could not be an institution belonging to the
State. There was nothing to prevent the Jhalawar State
carrying on a comercial undertaking. If it did so, the
assets of that undertaking would be those of the State and,
in the circumstances earlier nmentioned, nmust now be held to
be vested in the State of Rajasthan

It was also said that the rules showed that the nanagenent
of the Bank was in the hands of a board of which certain

non-officials were nenmbers. |t was contended that this
showed that the Bank was not the property of the State. It
is clear, however, fromthe

122
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rules that the Bank was not the property of the board.
Again, the board was constituted fromtine to tine by the
Ruler and the majority of its nenbers were officers of the
St ate. This woul d show that the Ruler was in full contro

of the managenent of the Bank as a State undertaking. It is
true that the rules indicate that the Bank m ght sue or be
sued in respect of transactions nmade by or with it. That ,
however, would not indicate that the Bank had a" separate
identity. The rules in this connection only indicate in
what nane suits could be brought by or against the State's
banki ng business. On the other hand, it is perfectly clear
that the capital of the Bank was derived solely from the
funds of the Jhalawar State. No part of it was contributed
by anyone el se. One of the objects of the Bank was to
i nvest the surplus funds of the State. The entire
transaction of the business of the Bank was in the wultimate
control of the Ruler. The Jhalawar State guaranteed the
financial liabilities of the Bank. The name "Jhal awar State
Bank" also indicates that the institution belonged to the
State of Jhalawar. About the time of the formation of the
United State of Rajasthan in 1948, the Chief Executive
Oficer, Jhalawar, issued a public notification in which
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after referring to the article in the Covenant which
provided that the assets and liabilities of the covenanting
States would be the assets and liabilities of the United
State, he proceeded to state that by virtue of this article,
on the formation of the new State, the responsibility and
guarantee of the existing transactions with the different
departrments of Jhalawar State or the Jhalawar State Bank

would be of the newy formed United State of Rajasthan

This would show that the assets of the Jhal awar State Bank
were being treated by all concerned as assets of the forner
Jhal awar State, which, upon the formation of the United
State of Rajasthan, had vested in the latter State

Further, no one else has at any tinme made any claimto the
assets of the Jhalawar State Bank. It is, therefore, clear
beyond all doubt, that the Jhal awar State Bank was one of
the assets of Jhalawar State and is now vested in the State
of Raj ast han.

967

The second point argued for the appellants is that the dues
of the Jhalawar State Bank have in any case been transferred
by the Governnent of Rajasthan to the Bank of Rajasthan Ltd.
under certain Notificationsto which we shall presently
refer. It is said that the Bank of Rajasthan Ltd. is, as
its name shows, obviously a limted conpany having an i nde-
pendent existence and i's not a department of the Governnent
of Rajasthan State. /It is also contended that this vesting
took place before the proceedi ngs under the Act had started.
Therefore, it is said that at the comencenent of those
proceedi ngs, the anpunt clainmed fromthe appel lants as due
to the Jhal awar State Bank, was not a public demand wthin
the neaning of the Act.

This contention which is based on the Notifications, earlier
mentioned, does not seemto us to be well founded. W will
assune for the present purpose that the Bank of Rajasthan
Ltd. is not a departnent of the GCovernment of Rajasthan
St ate. The question is whether  the effect of t hese
Notifications, which were two.in nunber, was to vest the
dues of the Jhalawar State Bank in the Bank of “Rajasthan
Ltd. The first Notification is dated February 15, © 1951

It, stated that the CGovernment of the State of Rajasthan had
decided to transfer, anong others, the Jhal awar State Bank,
to the Bank of Rajasthan Ltd. It was contended that by this
Notification the assets of the Jhalwar State Bank were
transferred to the Bank of Rajasthan Ltd. W do not think

that that was the effect of this Notification. It contained
two very significant provisions which we set out below
"Al'l debtors of the State Banks irrespective of the class,

category and nature of the debt are hereby inforned  that
within one nonth fromthe date of publication of this notice
they should clear accounts with the aforesaid State / Banks

which wll continue to function only to clear - the old
accounts, and thereafter their accounts with the securities
pl edged wll automatically be transferred to the Bank of

Raj asthan Ltd., who will be authorised on behalf of the
State, to effect necessary recoveries and settle accounts.
968

The transfer of these debts to the Bank of Rajasthan Ltd.
will not, on any account, take away the inherent right which
the Rajasthan CGovt. possess in these various transactions
made on the guarantee of the respective convenanting States
to make recoveries and settle accounts in accordance with
the existing rules or laws that nay hereafter be nmde to
ef fect recovery of State dues or State debts."

It is clear fromthese provisions that the Bank of Rajasthan
Ltd. was being authorised "on behalf of the State", that is,
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the Governnent of the State of Rajasthan, to recover the
amounts due to the Jhal awar State Bank. The transfer of the
latter Bank to the Bank of Rajasthan Ltd. was to be subject
to this qualification that its dues would remain the dues of
the Governnent of the State of Rajasthan and would only be
recovered by the Bank of Rajasthan Ltd. as the agent of that
Gover nrent . The |ast paragraph set out above enphasises
this Position. It preserves the right of the Government of
the State of Rajasthan to recover the amounts due to the
Jhal awar State Bank in accordance with any |aw that might be
made after the date of the Notification. The position then
is that wunder this Notification the debts due to the
Jhal awar Bank were not transferred to the Bank of Rajasthan
Ltd. and remmi ned payabl e to the Governnent of Rajasthan

The other Notification is dated April 16, 1952, and it

repeats t hat t he banks - menti oned in t he earlier
Notification, including the Jhalawar State Bank, "wll be
merged ~in the Bank of Rajasthan Limted". It is said that

the effect of this Notification was in any event to cance
the earlier Notification, inso far as the latter preserved
the power of the State to collect the debts of the Jhal awar
State Bank. W are wholly unable to agree. This Notifi -
cation only reiterates theintention of the Government of
the State of Rajasthan to nerge the banks named, in the Bank
of Rajasthan Ltd. It says nothing specifically about the
dues of these banks or as to their recoveries, with regard
to which, therefore, the provisions of  the previ ous

Notification nmnust  have effect. Furthernore, there is
not hi ng to show t hat the debts
969

due to the Jhalawar State  Bank were by any  docunent
specifically transferred to or vested in the Bank of
Raj asthan Ltd. and thereupon becanme its  property. That
being so, there is no basis for the contention that the
debts due fromthe appellants are now due to the Bank of
Raj asthan Ltd. in its own right. It would follow that such
debts renmined debts due to the Governnent of the State of
Raj ast han.

The third point argued was that the noneys clainmed from the
appel l ants were not payabl e under a witten -instrunent or

agreenment. This contention is wholly unfounded. It appears
that the loans were granted by the Jhal awar State Bank to
the appellants on their own applications. In each

application the appellants stated that they wanted a l|oan
from the Jhal awar State Bank and promi sed to repay it~ with
interest at the rate nentioned in it. By these applications
t he appel l ants also proposed to hypot hecat e vari ous
properties belonging to them as security for the due
repaynent of the |oans taken. They signed the applications
and the receipts, which latter also bore the signatures of
the officers of the Bank in token of the sanction- of the
loan. In our view, the nmoney payable by the appellants was
payabl e under these applications and receipts and was,
therefore, payable under witten instrunents or agreenents.
A point was sought to be nmade that in each case there were
two docunents, nanely, the application by the appellants and
the receipt for the noneys advanced signed by them whereas
a public demand as defined in the Act, required one

i nstrument. It is enough to say in regard to this
contention that the Act does not say that the noneys shal

be due under a single instrunent. It is well-known that in
a statute a singular includes the plural. |In any case, the

two docunents constituted the witten agreenment between the
parties and that is enough to satisfy the requirenent of the
Act, even if read in the way suggested by the appellants.




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

Page 6 of 6

The fourth point advanced was that the certificate under the
Act was defective and therefore the proceedings were a
nullity. Section 4 of the Act requires that the certificate
shall be in the prescribed form
970
One of the particulars to be stated in the form requires
that the period for which the demand was due should be
specified. That period was not specified in the certificate
in the present case. It seens to us however that this is no
def ect . In the case of |oans due, there is no question of
any period for which the demand is due. Qovi ously, the
requi rement as to, the specification of the period was neant
to apply where the demand consisted of a claimfor revenue
or rent or the like, which could be due for a period. It is
clear to us that the requirenent as to stating the period
for which the demand is due, as appears fromthe prescribed
form does not arise.in the case of a loan due to the
CGovernment. which is a public demand within the Act and in
such a case no question of stating the period arises. The
certificate was not, therefore, defective
The | ast point argued was that in so far as the Act enables
noneys due to the Government in respect of its trading
activities to be recovered by way of public denmand, it
offends Art. 14 of ‘the Constitution. It is said that the
Act nmakes a distinction between other bankers and the
Covernment as a banker, in respect of the recovery of nbneys
due. It seems to us that the Government, even as a banker
can be legitimtely put in a separate class. . The dues of
the Government of a State are the dues of the entire people
of the State. This being the position, a |l aw giving specia
facility for the recovery of such dues cannot, in any event,
be said to offend Art. 14 of the Constitution:
We have now di scussed all the points raised in this ' appea
and are unable, for the reasons earlier nentioned, to find
nmerit in any of them Inthe result we cone to the
concl usion that the amount clainmed fromthe appellants was a
public demand within the nmeaning of the Act and was ' legally
recoverable by the inpugned proceedings. Thi s appea
therefore nust be dismissed with costs and we or der
accordi ngly

Appeal di sm ssed.
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