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CELEEELAE

ACT:

Madras Lignite (Acquisition of Land) Act (Xl of 1953), ss. 2
and 3 -Acquisition of lignite (lands-Conpensation to be
assessed on narket value prevailing on April 28, 1947-Val ue
of non-agricultural inprovements after that date not to be
taken into consideration-Act passed before Constitution
(Fourth Amendnent)-Validity of Act-Conpensations now fixed-
Constitution of India, Art. 31 Prior to the Constitution
(Fourth Anendnent) Act, 1955.

HEADNOTE

The respondents in the above appeals are owners of certain
| ands which are to be conpulsorily acquired udder -Madras
Lignite (Acquion of Land) Act, 1953. This Act cane into
force on August 20, 53 before Art. 31 of the Constitution
was anended by the Constituion (Fourth Amendrment) Act, 1955.
By the said Act substantially o provisions which are
material to the present appeals were made. ,e first was that
conpensation for acquisition of lignite-bearing |ands der
the Land Acquisition Act is to be assessed on the narket
val ue the land prevailing on August 28, 1947 and not on the
date on which notification is issued under s. 4(1) of the
Land Acquisition Act. condly it was provided that in
awar di ng conpensation the value of non-agricul tura
i mprovenents comrenced since April 28, 1947 win not taken
into consideration.

In accordance with the above provisions, after issuing the
notices as acquired under ss. 4(1) and 6 of the Land
Acqui sition Act the Land acquisition Oficer nade awards
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regarding the lands of the respondents. he respondents
thereupon filed petitions under Art. 226 of the Constition
before the Hi gh Court of Madras challenging the validity of
the ward on the ground that the provisions of the Act
relating to the ward of conpensation violate Art. 31(2) of
the Constitution [as it food before the Constitution (Fourth

Amendnent ) Act , [ 955] . The High Court uphel d the
contention. |n appeal

Hel d: (i) The wvalidity of the Act inpugned in the
present appeal ,is to be exanmined in the light of the

provisions of Art. 31 of the constitution as they stood
before the Constitution (Fourth Anmendment) Act, 1955.
Chiranjit Lai Chowdhuri V. Union of India, [1950] S.C R
869, State of Wst Bengal v. Subodh Gopal Bose, [1954]
S.C. R 587, and State of |est Bengal v. Ms. Bela Banerjee,
[1954] S.C.R 558, relied.

937

(ii) The principle |aid down in Bela Banerjee' s case, that
the ceiling on the conpensation wi thout reference to the
value of the land at the tine of the acquisition is
arbitrary _and cannot be regarded as due conpensation in
letter and spirit within the requirement of Art. 31(2),
would apply to the inpugned Act. Fixation of conpensation
for compul sory acquisition of |and notified many years after
that date on the nmarket value prevailing.on the date on
which lignite was /discovered is wholly arbitrary and
inconsistent with the letter and spirit of Art. 31(2) as it
stood before the Constitution (Fourth Amendment) Act, 1955.
(iii) Any principle for determination of conpensation
denying to the owner all increnents in value between a fixed
date and the date of issue of the notice under s.  4(1) of
the Land Acquisition Act nust prima facie, be regarded as
denying him the true equivalent of the land which is ex-
propriated and it is for the State to show that fixation of
conpensation on the market value on an anterior date does
not amount to a violation of the Constitutional guarantee.
In the present appeals no material's have been placed by the
State whi ch woul d support any such case

(iv) Denial of conpensation for. the value of non-
agricultural inprovements would be denying-to him just
conpensation for the loss suffered by him on account of
conpul sory acquisition of his holding and would anmount” to
i nfringement of Art. 31(2) of the Constitution

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civil Appeals Nos. 6 to 12 of
1963.

Appeal s fromthe judgnent and decree dated February 2, 1959
of the Madras High Court in Wit Petition Nos. 1. 2, 202,
203, 204, 309 and 373 of 1958.

A.  Ranganadham Chetty and A V. Rangam for the appellants
(in all the appeals).

-R  CGopal akri shnan, for the respondent (in C.A No. 11/63).
S. V. CQupte, Additional Solicitor-General and R H.  Dhebar
for interveners Nos. 1 and 2.

M C. Setalvad, N S. Bindra and R H  Dhebar, for
i ntervener No. 3.

G C. Kasliwal, Advocate-Ceneral, Rajasthan, R H.  Dhebar
and B. R G K. Achar, for intervener No. 4.
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March 3, 1964. The Judgnment of the Court was delivered by
SHAH, J.-"Whether ss. 2 and 3 of the Mdras Lignite
(Acqui sition of Land) Act Xl of 1953 which seek to anend the
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Land Acquisition Act 1 of 1894 in their application to
acquisition of lignite-bearing |lands are invalid because
they infringe the fundanental right under Art. 31 of the
Constitution of owners of |ands whose property is to be
conpul sorily acquired is the only question which falls to be
determned in this group of appeals.

I nvestigations conducted by the Geol ogical Survey of India
in 1947 reveal ed deposits of lignite in the South Arcot
District of the State of Madras, and exploratory nmining
operations were conmenced by the Governnent of Madras.
Di scovery of deposits of lignite led to speculation in
[ ands. On COctober 6, 1948, the CGovernment of Madras issued
a "Press-Note" announcing that the Governnment proposed to
undertake |egislation reserving power to conpel any person
who had purchased | and on or after a date to be prescribed
in 1947 in the lignite-bearing areas to sell such lands to
the Governnent at the rate at which it was purchased. The
CGovernment.  al so advi sed the owners of the 1lignite-bearing
l ands in the Vriddhachal am and Cuddal ore tal uks not to sel
their Jlands to  specul ators. On January 7, 1953, the

CGovernment . of -~ Madras published a Bi'll to amend the Land
Acquisition Act 1 of 1894 in certain respects. The Bill was
duly passed by the State Legislature on June 2, 1953 and
received the assent of the President. 1t was published as

an Act on June 10, 1953 and cane into force on August 20,

1953. By this Act substantially three provisions are nade:
(1) that conpensation for —acquisition of
['i gnitebearing | ands under t he Land
Acqui si tion Act asamended, is to be assessed
on the market value of the land prevailing on
April 28,1947, and not on the date on which
the notification is issued under s.  4(1) of
the Land Acquisition Act;

939
(2) power is  reserved under s. 17 of the
Land Acquisition Act to take possession in
cases of urgency of |lands for the purpose of
working lignite mines in the areas “in /which
the Madras Lignite (Acquisition of Land) Act
XI of 1953 extends; and

(3) in assessing the market value of the
land on April 28, 1947, value of any non-
agricul tural i mprovenents on t he | and

comenced, made or effected after that date
are not to be taken into account, even if such
i mprovenents were nmade before the -date of
publication of the notification under s. 4(1)
of the Land Acquisition Act.
Pursuant to this Act, notifications under s. 4(1) of the
Land Acquisition Act were issued between the nonths of
January and May 1957 notifying for acquisition certain |ands
in Vriddachal amtal uk of the South Arcot District. These
notifications were followed by notifications under s. 6 of
the Land Acquisition Act. Between the nonths of My and
Novermber 1957 the Land Acquisition Oficer nmade his awards
under s. 11 of the Land Acquisition Act assessi ng
conpensation on the basis of market value of the lads on
Apri | 28, 1947 and ignoring in the conput ati on of
conpensation the value of houses built or other non-
agricultural inmprovenents made on the | and since that date
The owners of the |lands affected by these awards submtted
petitions wunder Art. 226 of the Constitution to the High
Court of Judicature at Madras challenging the validity of
the awards on the ground that the provisions of Madras Act
Xl of 1953 viol ated the fundanental right of the owners of
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the lands wunder Art. 31(2) of the Constitution. They
clainmed that the Land Acquisition Oficer was bound to award
conpensation for acquisition of their |ands and buil di ngs at
the market value prevailing on the respective dates of the
notifications wunder s. 4(1), and that awards valuing the
lands at the market rate prevailing on April 28, 1947, and
excludi ng the value of buildings constructed after that date
and trees thereon were wi t hout jurisdiction. The
petitioners accordingly clainmed that wits of mandanmus be
940
issued directing the State of Madras and the Land Acquisi-
tion Oficers to refrain fromtaking possession of the | and&
and buildings from the petitioners wthout paynment of
adequat e conpensation and for other appropriate relief. The
H gh Court wupheld the contention of the petitioners and
decl ared that the awards nade on the basis of the provisions
of Madras Act Xl of 1953 coul d not be sustained. Agai nst
the order passed by the H gh Court, these appeal s have been
preferred by the State of Mdras, wth certificate of
fitness 'granted by the H gh Court under Art. 132 of the
Consti tution.
The Madras Act Xl of 1953 nmkes an inportant departure from
the schene of the Land Acquisition Act 1 of 1894. Under the
Land Acquisition Act 1 of 1894, a person interested in any
| and. conpul sorily /acquired is entitled to the market value
of his interest in the land at the date of the publication
of the notification under s. 4(1), and this conmpensation
i ncl udes the value of all inprovenents agricultural and non-
agricultural mde in the land upto the date of t he
notification. By Madras Act Xl of 1953, conpensation made
payabl e for conpul sory acquisition of land is the value of
the land on April 28, 1947, together with the value, of any
agricultural inprovenments made thereon after that date and
before publication of the notification under s. 4(1). The
result of the Madras Act is therefore to freeze for the
purpose of acquisition the pricesof land in the area to
which it applies, and the owners are deprived of the benefit
of appreciation of land values since April 28, /1947,
whenever the notification under s. 4(1) may be -issued and
al so of non-agricultural inprovements nade in-the |and after
April 28, 1947. Departure fromthe provisions of the Land
Acqui sition Act is challenged as illegal on the ground that
it deprives the owner of the land of just conpensation for
conpul sory acquisition of his property.
Madras Act Xl of 1953 was passed before +the Constitution
(Fourth Amendrment) Act, 1955 was enacted, and we have to
deal with the question of the validity of the Act in the
[ight of the constitutional provisions contained in Art. 31
before the constitutional anmendnent. W nmay
941
:make it «clear that for the purpose of this judgnent, we
-express no opinion on the question whether it is possible
by enacting legislation after the amendnent of Art. 31(2) by
the Constitution (Fourth Amendment) Act, 1955 (which is not
gi ven any retrospective operation) to provi de t hat
conpensation for compul sory acquisition of |and may be fixed
on the basis of market value prevailing on a date Anterior
to the date of the issue of the notification under S. 4(1).
Article 31 before it was anended by the Constitution (Fourth
Amendnent) Act 1955, by its cls. (1) and (2) provided:

"(1) No person shall be deprived of his

property save by authority of |aw.

(2) No property, novable or i movabl e,

including any interest in, or in any conpany

owni ng, any conmer ci al or i ndustria
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undertaki ng, shall be taken possession of or
acquired for public purposes under any |aw
aut horising the taking of such possession or
such acquisition, unless the |aw provides for
conpensation for the property taken possession
of or acquired and either fixes the amount of
the conpensation, or specifies the principles
on which, and the nmanner in which, t he
conpensation is to be deternined and given."
It was held by this Court in Chiranjit Lal Chowdhuri v.,
Uni on of India and others(1l) and The State of Wst Benga V.
Subhodh Gopal Bose and others(2) that cls. (1) and (2, of
Art. 31 relate to the sane subject of "em nent domain", By
Art. 31 therefore every  person was protected agai ns,
deprivation, of his property save by authority of law, an(
the law authorising taking possession or acquisition of
property for public purposes had to fix the quantum o
conpensation, or to specify principles on which conpensa-
tion was to  be determned for. the, property. -taken
possession of or acquired. Power to legislate,, in respect
of conpensa tion for acquisition -and requisitioning of
property was
(1) [21950] S.C.R 869.
(2) [1954] S.C. R 587.
942
contained in Entry 42 List Il of the Seventh Schedule and
read as follows :
"Principles on which conmpensation for property
acquired or requisitioned for the purpose of
the Union or of a State or ~for ~any other
public purposeis to be determned, and the
formand the manner in which such conpensation
is to be given."
The Constitution therefore conferred by  Art. 31(2)
fundanental right upon every person, protecting his property
agai nst comnpul sory acquisition otherwi se than by authority
of law, and w thout just indemification for |oss /suffered
by him In The State of Wst Bengal v. Ms. Bela Banerjee
and others(1l) this Court observed that when under Entry 42
List 1Il the Legislature was given discretionary power to,
| ay down the principles which shoul d govern determ nation of
the ampunt to be given to the owner —of the property
appropriated, such principles nmust ensure that what s,
det erm ned as payable nust be a just equival ent of what the
owner has been deprived of, and that subject to this basic
[imtation the Constitution allowed free play to t he
| egi sl ative judgment as to what principles shoul d guide the
determ nation of the anpbunt payable. The Court therefore
hel d that the West Bengal Land Devel opnent and Pl anni ng Act,
1948, which was enacted primarily for the settlenent of
immgrants who had migrated into Wst Bengal ~due to,
comunal disturbances in East Bengal and which by 's. 8
provi ded that the conpensation to be awarded for conpul sory
acquisition to the owner of the |and was not to exceed the
market value on Decenber 31, 1946, was ultravires the
Constitution and void under Art. 31(2) of the Constitution.
It was observed at p. 564 :
"Turning now to the provisions relating to
conpensati on under the inpugned Act, it wll
be seen that the latter part of the proviso to
section 8 limts the anbunt of conpensation so
as not to exceed the market 'value of the |and
(1) [1954] S.C.R 558.
943
on Decenber 31, 1946, no natter when the |and
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is acquired. Considering that the inpugned
Act is a permanent enactnent and |ands may be
acquired wunder it nany years after it cane
into force, the fixing of the market value on
December 31, 1946, as the ceiling on
conpensation, wthout reference to the value
of the land at the tinme of the acquisition is
arbitrary and cannot be regarded as due com
pensation in letter and spirit wth the
requirement of article 31(2)."
That principle nust apply in adjudging the wvalidity of
Madras Act Xl of 1953. It may be assunmed that April 28,
1947, was the date on which lignite deposits were di scovered
in the areas to which the Act is extended. But there is no
true relation between the acquisition of the lands in these
cases and fixation of conpensation based on their value on
the market rate prevailing on April 28, 1947. Fixation of
conpensation for conpul sory acquisition of lands notified
many years after that date, on the market value prevailing
on the '‘date on which lignite was discovered is wholly
arbitrary and inconsistent with the letter and spirit of
Art. 31(2) as it stood before it was anended by the
Constitution, (Fourth Anendnent) Act, 1955. |If the owner is
by a, consti tuti onal guar ant ee pr ot ect ed agai nst
expropriation of’/ his property otherwise than for a just
nonetary equival ent,” a | aw whi ch authorises acquisition of
land not for its true. value, but for value frozen on sone
date anterior to the acquisition, on the assunption that al
appreciation in its value since that date is attributable to
purposes for which the State may use the | and at sone tinme
in future, nmust be, regarded-as infringing the fundanenta

right.
Counsel for the State of Mdras relying upon the follow ng
observati on of Patanjali Sastri, C.J., in Ms. Bel a

Banerjee’'s case(l) at p. 564:

"The fixing of an anterior date for the ascertainment of
Val ue may not, in certain circunstances, be

(1) [1954] S.C.R 558.

944

.1 5

a violation of the «constitutional requirenent as, for
i nstance, when the proposed schenme of acquisition becones
known before it is launched and prices rise sharply in
anticipation of the benefits to be derived under it, but the
fixing of an anterior date, which mght have no relation to
the value of the land when it is acquired, my be, many
years |l ater, cannot but be regarded as arbitrary",

submitted that a | aw which nerely fixes the market value on
a date anterior to the date on which the owner . is expro-
priated of his |land, as determ native of the market value on
which the conpensation is to be based, cannot- wthout
further enquiry be regarded as infringing Art. 3 1 (2) of
t he

Constitution. In our viewthis observation cannot assist
the State of Madras in saving the provisions of Madras Act
Xl of 1953 from t he Vi ce of i nfringing t he
constitutional guar ant ee under Art. 31 (2) of t he
Constitution. The right which is guaranteed is undoubtedly
t he right to just indemification f or | oss, and

appreciation in the market value of the |and because of the
proposed acquisition may in assessing conpensation be
i ghor ed. Even the Land Acquisition Act provides for
assessment of conpensation ,on the basis of market value of
the Iland not on the date on which interest of the owner of
l and i s extinguished under S. 16, but on the basis of market
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value prevailing oil the date on which the notification
under s. 4(1) is issued. Whether this rule in all cases
i rrespective of subsequent devel opnents ensures j ust
i ndemi fication of the expropriated owner so as to be imrune
from attack, does not call for comment in this case. But
any principle for determ nati on of conpensation denying to
the owner all increments in value between a fixed date and
the date of issue of the notification under s. 4(1 ), nust
prima facie, be regarded as denying to him the true
equi val ent of, the land which is expropriated and it is for
the State to show that fixation of conpensation on the
market value on an anterior date does not amount to a
violation of the constitutional guarantee. No materials
have been placed by the State before this Court ,which would
support any such case

945
it is true that, the Province of Madras had i ssued a ' Press-
Note" .in. 1948 announcing that the Government proposed to

undertake | egislation reserving the power to conpel any
person who had purchased land in the lignite bearing areas
to sell ~such land to themat the rate at which it was
purchased. The only intimation given thereby to the owners
of lands was that the Governnment may undertake |egislation
for the purpose of ‘purchasing lands at the price at which
the speculators in land may have purchased them There is
no evidence that any schene for acquisition of Jland for
mning of lignite was prepared in 1947 by the Governnent of
Madr as. The mining operations in 1947 nmust, in the very
nature of things, have been exploratory. The statenent of
objects and reasons for the Act «clearly discloses that
initially mning operations were started by the  Governnent
on a small area. Assunming that 1in appropriate cases,
fixation of a date anterior to the publication of the
notification under s. 4(1) for ascertai nnent of narket val ue
of the land to be acquired, nmay not always be regarded as a
violation of the constitutional guarantee, in the absence of
evi dence that conpensation assessed on the basis of narket
value on such anterior date, awards to the expropriated
owner a just nonetary value of his property at the date on
which his interest is extinguished, the provisions of the
Act arbitrarily fixing conpensation based on the market
val ue at a date many years before the notification under s.
4(1) was issued, cannot be regarded as valid. It is a
matter of common know edge that since the termination of
hostilities in the last Wrld War there has been an _upward
tendency in land values resulting in appreciation In sone

areas nmany times the original value of |ands. No attenpt
has been nmade by the State to prove that appreciation in the
market value of lands in the area since April. 1947 was

solely attributable to a schene of Iland acquisition of
lignite bearing lands. To deny to the owner of <“the |I|and
conpensation at rates which justly indemify him for his
| oss by awardi ng hi m conmpensation at rates prevailing ten
years before the date on which the notification under  s.
4(1) was issued amounts in the circunstances to a flagrant
i nfringement of the fundanental right of the owner of the
| and under Art. 31 (2) as it stood when the Act was enacted.
134-159 S.C. -60

946

The wvalidity of the provision relating to fixation of
conpensation had to be adjudged in the light of the
constitutional protection guaranteed at the date when the
Act was brought into operation, and any restriction of the
constitutional protection by subsequent amendnent of Art.
31(2) which has not been given retrospective effect, nust be
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entirely ignored.

The provision which denies to the owner of |and conmpensation
for non-agricultural inprovenents made by him since Apri
28, 1947, also infringes the protection of Art. 31(2).
Under s. 3(a) of the Land Acquisition Act "land" is defined
as including benefits to arise out of Iland, and things
attached to the earth or permanently fastened to anything
attached to the earth, and when tinder s. 4(1) land is
notified for acquisition, the acquisition is of the entirety
of the interest of the owner in the Iland i ncl udi ng
underground rights if any, crops, trees and superstructures.
By the Madras Act the owner is deprived of the value of al

non-agricultural inprovenents including the value of non-
agricultural buildings, erected on the |land after April 28,
1947. It is not clear whether the non-agricultural build-

ings constructed after the specified date are forfeited to
the State on acquisition, or the owner is entitled to remove
them In either case the owner \i's deprived of just val ue of
his land i'ncl udi ng the superstructure, of which he is expro-
pri at ed. Denial-to the owner of the land of the value of
the structures constructed by him(even of those put up
after April 28, 1947, with the know edge that the CGovernment
may undertake |egislation for the purpose of conpulsory
acqui sition of the l'and) would still be denying to him just
conpensation for /theloss suffered by him on account of
conpul sory acquisition of his holding, and would ambunt to
infringenent of Art. 31(2) of the Constitution

W are therefore of the viewthat ~the provisions which
require the Land Acquisition Oficer and the Court to assess
conpensation of the land conpulsorily acquired only on the
mar ket value of the land on April 28, 1947, together wth
t he value of agricultural inprovenents on the | and
comenced, nade or effected after that date, and before the
date of the publication of the notification under s. 4(1),
947

wi t hout taking into consideration the value of non-agricul -
tural inprovenents nade after that date, nust be regarded as
i nval i d.

W are not «called wupon to express any opinion on the
guesti on whet her the power reserved under s. 17 of the Land
Acqui sition Act as anended by s. 2 of Madras Act Xl of 1953
to take possession of |ands under the enmergency clause  for
the purpose of working lignite nmines in the areas to~ which
the Madras Lignite (Acquisition of Land) Act, 1953, extends

is invalid. No argunment has been advanced by either side
bef ore us on this question. Nor was the High Court
call ed upon to consider the validity of that provision.

The appeals therefore fail and are di sm ssed. The

respondents in this group of appeals, except in appeal No.
11 of 1963, have not appeared in this, Court. Therefore in
appeal No. 11 of 1963 alone, the State of Madras “will pay
the <costs of the respondent. There will be no order as to
costs in other appeals.

Appeal s di sm ssed.




