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ACT:

Land Acquisition~ Act, 1894 as anmended by Act 31 of
1962, Section 40(aa)-Interpretation of " Section 40(aa) and
al so Section 7 of / the Anending Act of 1962-Acquisition of
land for conpany engaged in industry ~or work which is for
public purpose is valid and does not offend Article 14 of
the Constitution-Section 44B of the Act is prospective and
does not relate to acquisition

HEADNOTE

Respondent 2 known as Calcutta Mneral Supply Conpany
having its office at 31, Jackson Lane, Cal cutta was carrying
on the business of manufacturing sodiumsilicate, plaster of
paris etc., which were fornerlyinported on a very large
scale from foreign countries. The nanufactured goods of the
Conpany are w dely used all over India saving considerable
foreign exchange which otherwi se would have had to be spent
inimporting these materials. Wth a viewto extend its
busi ness and i nprove the standard of its nmanufacture but for
want of space for big underground storage tanks, the Conpany
was handi capped, the Conpany applied to the Collector for
acquiring for public purpose, the lands in dispute which
were contiguous to the lands on which the existing factory
of the conpany stood was best suited. Consequent to the
application an agreenent was executed between the CGovernnent
and the Conpany on the 29th of Novenber 1954. On Decenber 9,
1954, a notification under section 6 of the Land Acqui sition
Act, 1894 was published and the first respondent ‘filed his
obj ection which was rejected and was followed by a
notification under section 9 of the Act.

After the |and acquisition proceedi ngs were conplete a
wit petition was filed by the first respondent before the
H gh Court on January 14, 1957 which was disnissed by a
single Judge of the H gh Court and therefore the first
respondent filed an appeal to the Division Bench of the High
Court on February 21, 1957. Wile the appeal was pending
before the Hi gh Court the Collector made an Award dated 14-
10- 1957 and after taking possession fromthe owners of the
| and, delivered the sane to the conpany-respondent No. 2 on
Oct ober 22, 1957. The first respondent filed an application
for permission to urge additional grounds before the Hi gh
Court which was pernitted and ultimtely the Division Bench
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of the H gh Court by the order under appeal allowed the
appeal and quashed the Land acquisition proceedings taken
under the Act. Hence, this appeal before this Court after
getting a certificate fromthe H gh Court.

Al owi ng the appeal by certificate, the Court
N

HELD: 1. Analysing the ratio of the decision of this
Court in (Second) R L. Arora v. State of UP., [1964] 6
S.CR and followed in Himalayan Tiles & Marbles v. Francis
Victor Continho (dead) by 1.rs., [1980] 3 S.C. R 235,

784

the follow ng conditions nust be satisfied before an
acquisition made prior to July 20, 1962 could be said to be
constitutionally valid-

(a) that the acquisition had taken place before
July 20, 1962, the date when the Amendi ng Act
cane into force;

(b) that the said acquisition should have been
fully conpleted in that property said to have
been acquired  had vested absolutely in the
Gover nment ;

(c) that the acquisition was nmade for purposes
mentioned in clause (aa) of the anended
cl ause added to s. 40;

(d) that if these conditions were satisfied, then
any acqui sition proceedi'ng, order, agreenent
or action in connection with rmuch acquisition
woul'd be deened to have been valid as if the
amended provisions were in force at the tine
when the acqui sition was nmade. [ 788 E-(QJ

The facts of the present case squarely fall within the
anbit of the conditions laid down by section 7  of the
Amendi ng Act and hence the challenge on the ground of the
constitutional validity of the acquisition must necessarily
fail. The proceedings for acquisition were started |ong
before July 20, 1962 that is, as early as Decenber 9, 1954
when notification under section 6 of the Act was issued.
After inviting objections an Anward was nmade by the Col | ector
on Cctober 14, 1957 and after the property in dispute fully
rested in the CGovernment, the Collector then delivered the
same to the Company-respondent 2 on Cctober 22, 1957. [789
A- B]

H mal ayan Tiles and Marbles v. Francis Victor Countinho
(dead) by I.rs., [1980] 3 SCR 235; appli ed.

2. To hold that section 40(aa) of the Act also requires
proof of public purpose in the restricted sense in that it
must be for the general good of the people at large, then
the very object sought to be achieved by the amendnent woul d
be conpletely frustrated and the provisions of Section 7
woul d becone otiose. [789 D F]

3. The words "public purpose" are not to be interpreted
ina restrictive sense but take colour fromthe nature of
the industry itself, the articles it manufactures and the
benefit to the people that it subserves. The | and shoul d be
acquired for building or work which would serve the public
purpose of the Conpany and not public purpose as it is
general | y understood. [791 C D

In the instant case the articles produced by the
Conpany are wused for the benefit of the people and as it
saves a |ot of foreign exchange, it is unmstakably for the
general good of the country particularly fromthe economc
point of view The object of the Conmpany in extending its
operations by enlarging the area of its production was for
the public purpose of the Conmpany. Taking an overall picture
of the nature of the products of the conpany, its various
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activities, the general public good that it seeks to achieve
and the great benefit that the peopl e derive, the
acquisition was for a public purpose. [791 C F]
785

4. Section 44B of the Land Acquisition Act is purely
prospective in character and has absolutely no application
to acquisition proceedings taken before July 20, 1962, the
dat e when the anendrment was enacted. [791 F- G

5. Section 40(aa) of the Act does not violate Article
14 of the Constitution, by permitting acquisition of |and
for a Conpany but not for an individual or a private Conpany
through these persons may also be engaged in an industry
whi ch was for a public purpose. [792 A-B]

P. Grdharan Prasad Mssair and Anr. v. State of Bihar
and Anr., A |l.R 1968 Pat 77, Chhotubhai Babarbhai Patel v.
State of Cujarat and” Anr., |.L.R CGujarat 1964 p. 472;
appr oved.

R L. Arora (Il) v. State of UP., [1964] 6 S.C.R 784;
fol | owned.

JUDGVENT:

ClVIL APPELLATE JURISDICTION : Civil Appeal No. 140 of
1969.

Fromthe Judgnent and Oder dated 3-5-1966 of the
Calcutta H gh Court in F.MA No. 71/57.

P. K Chatterjee & Rathin Dass for the Appellant.

V. S. Desai, S, C Mijundar ~and M ss Kirobi Banerjee
for Respondent No. 1.

P. K. Muikherji for Respondent No. 2.

The Judgrment of the Court was delivered by

FAZAL ALI, J.-This appeal is directed against a
judgrment dated May 3, 1966 of the Calcutta Hi gh  Court
quashing the acquisition proceedings taken as also the
notifications made by the State off West Bengal under the
provisions of the Land Acquisition Act, 1894 (hereinafter
referred to as the Act’) in respect of the lands i'n dispute
whi ch conprised 73 acres in village Kanpura, P.S. Dum Dum

Al t hough the case had a rather chequered career and was
preceded by a full-fledged Ilitigation starting from the
trial court and ending with the H gh Court regarding the
guestion of title, we are not, however, concerned with the
past history in view of the short point on the basis of
whi ch the appeal was decided by the Division Bench of the
H gh Court. The case of the Governnent was that on Decenber
16, 1949, respondent No. 2 known as Calcutta M neral Supply
Conpany having its office at 31, Jackson Lane, Calcutta,
applied to the Collector for acquiring the land in question
in order to extend its business. The conpany was carrying on
the business of manufacturing sodiumsilicate, plaster of
Paris, etc., which were formerly inported on a very |large
scale from foreign countries. The nanufactured goods of the
Conpany are w dely used all over India saving considerable
forei gn exchange which otherwi se would have had to be spent
in importing
786
these materials. The conpany pleaded that it wanted to
extend its business and inprove the standards of its
manuf acture but for want of space for big underground
storage tanks, the conpany was seriously handicapped. The
conpany, therefore, prayed that the |ands in dispute which
were contiguous to the 1lands on which the existing factory
of the conpany stood was best suited for this purpose and
hence the Collector was requested to acquire the |lands for
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public purpose. Consequent to the application, an agreenent
was executed between the Governnent and the conpany on the
29th of Novenber 1954. On Decenber 9, 1954, a notification
under s. 6 of the Act was published and the first respondent
filed his objection which was rejected and was fol |l owed by a
notification under s.9 of the Act. After the |and
acqui sition proceedings were conplete a wit petition was
filed by the first respondent before the H gh Court on
January 14, 1957 which was dism ssed by a single Judge on
the High Court and therefore the first respondent filed an
appeal to the Division Bench of the H gh Court on February
21, 1957. Wile the appeal was pendi ng before the Hi gh Court
the Collector nmade an Award dated 14-10-1957 and after
taki ng possession fromthe owners of the |land, delivered the
same to the conpany-respondent No. 2 on Cctober 23, 1957.
The first respondent filed an application for permission to
urge additional grounds before the High Court which was
permtted and ultimately the Division Bench of the High
Court by /'the Order under appeal allowed the appeal and
guashed t'he | and acqui sition proceedings taken wunder the
Act. Hence, this appeal before this Court after getting a
certificate fromthe H gh Court.

The only point that has been canvassed before us by
counsel for the parties is as to whether or not the
acquisition of the land in dispute was valid in law. The
appel | ant contended that in view of the anendment of section
40 by Act. No. 31 of 1962, acquisition of land for the
purpose of the conpany was validated and all acquisitions
made before the anendnment were validated retrospectively
provided certain conditions laid down under s. .7 of the
Amendi ng Act were fulfilled.

We might nmention here that prior to the amendnent, this
Court in R L. Arorav. State of U P. had held that any
acqui sition under the Act for purposes of a Private Conpany
woul d not be a public purpose and would, therefore, be void.
It was on the basis of this decision, which is usually known
as the 'first Arora case’, that the first respondent filed a
petition in the H gh Court for quashing the | and acqui sition
proceedi ngs. The |egislature, however, intervened by the
Anmendi ng Act, as mentioned aforesaid, and renoved the basis
of the judgment of
787
this Court by adding clause (aa) to s. 40 of the Act so as
to validate all acquisitions of private |ands for purposes
of a private conpany provided the conditions laid dowm in s.
7 were fulfilled. This anendnment was al so chall enged before
this Court in what is knowmn as the ’'second Arora case
where this Court by majority of 4: 1 held that the Anendi ng
Act was valid and that under s. 40(aa) an acquisition could
be made even for a private conpany if it was engaged in an
industry which was for a public purpose. W -are not
concerned with the other anendnents made which do not' apply
to the facts of the present case.

The Hi gh Court undoubtedly referred to the "first Arora
case" as also to the "second Arora case" but, wth due
respect, we night observe that the H gh Court relied mainly
on the observations made in the "first Arora case" and has
not correctly interpreted the |ater decision of this Court
and the effect of the amendnent which conpl etely superseded
the "first Arora case". The argunent of the |earned counse
before us centered round the interpretation of s. 40(aa) as
anended by the anendnent as also s. 7 of the Anendi ng Act.
In order to understand the scope of the argunent it may be
necessary to extract both s. 40(aa) and s. 7 of the Amending
Act, which run thus:
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"7. Val i dati on of certain acqui sitions. -
Not wi t hst andi ng any judgnment, decree or order of any
court, every acquisition of land for a conpany nade or
purporting to have been nade under Part VIl of the
principal Act before the 20th day of July 1962, shall
in so far as such acquisition is not for any of the
purposes nmentioned in clause (a) or clause (b) of sub-
section (1) of section 40 of the principal Act, be
deened to have been nmade for the purpose nentioned in
clause (aa) of the said sub-section, and accordingly
every such acquisition and any proceeding, order
agreement or action _in connection with such acquisition
shall be, and shall = be deened al ways to have been, as
valid as if the provisions of sections 40 and 41 of the
principal Act, as anended by this Act, were in force at
all material times when  such acquisition was nade or
proceedi ng was held or order was nade or agreenent was
entered into or action was taken

Explanation-In this section "Conpany" has the sane
neaning as in clause (e) of section 3 of the principa
Act, as amended by this Act."

"40(aa) that ~such acquisition is needed for the
construction of ~some building or work for a Conpany
whi ch is engaged or is taking steps for engaging itself
in any industry or work which is for a public purpose.”

In this connection, this Court observed as follows:-

t he

"Therefore before s. 7 can validate an acquisition
made before July 20, 1962, it nust first be shown that
the acquisition is complete and the land acquired has
vested in Governnent. This neans that the land acquired
has vested in Governnent either under s. 16 or s. 17(1)
of the Act. Thus s. 7 of the Amendnent Act validates
such acquisitions in which property has vest ed
absolutely in Government either ~under s. 16 or s.
17(1). Secondly’s. 7 of the Amendment Act provides that
where acquisition has been (nade for a conpany before
July 20, 1962 or purported to have been nmade under cl
(a) or cl. (b) of s. 40(1) and those clauses do not
apply in view of the interpretation put thereon in R
L. Arora’s case (1962 Supp. 2 SCR 149), it shall be
deenmed that the acquisition was for the purpose
nmentioned in cl. (aa) as inserted in s. 40(1) of the
Act by the Amendnent Act. Thirdly, s. 7 of -the
Amendnment Act provides that every such acquisition and
any proceeding, order, agreenent or action in
connection with such acquisition shall be, and shall be
deenmed always to have been, as wvalid as if. the
provi sions of ss.40 and 41 of the Act as anmended by the
Amendnent act were in force at all material times when
any action was taken for such acquisition. - Finally,
this validity is given to such acquisitions and to al
actions taken in connection therew th notw thstanding
any judgment, decree or order of any court”.

Thus, analysing the ratio or the "second Arora case",
fol |l owi ng conditions nust be satisfied before an

acquisition made prior to July 20, 1962 could be said to be
constitutionally valid-

(a) that the acquisition had taken place before July
20, 1962, the date when the Amending Act cane into
force;

(b) that the said acquisition should have been fully
conpleted in that the property said to have been
acqui red had vested absolutely in the Governnent;

(c) that the acqui sition was made for purposes
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nmentioned in clause (aa) of the anended clause

added to s. 40;

(d) that if these conditions were satisfied, then any
acqui sition proceedi ng, order, agreenent or action
in connection wth such acquisition would be
deenmed to have been valid as if the anended
provisions were in force at the time when the
acqui sition was nmade.

On this aspect of the matter, the view taken by this
Court in the "second Arora case" was followed in a recent
decision of this Court in
789
H mal ayan Tiles and Marbles v. Francis Victor Coutinho
(dead) by Lrs. In the instant case, it is not disputed that
the proceedings for acquisition were started |ong before
July 20, 1962, that is to-say, as early as Decenber 9, 1954
when notification under s. 6 of the Act was issued.
Secondly, it is also not disputed that after inviting
obj ections, etc., an Anmard was nade by the Collector on
Cct ober 14, 1957 and after the property in dispute fully
vested in  _the CGovernnent,  the Coll'ector then delivered the
same to the company-respondent No. 2 on Cctober 23, 1957.
For these reasons, the facts of the present case squarely
fall within the anbit of the conditions laid dowm by s. 7 of
the Anending Act and “hence the challenge on the ground of
the constitutional validity of the acquisition nust
necessarily fail

M. V. S. Desai, appearing for respondent No. 1,
however, submitted that s. 7 itself was violative of Art.
31(2) of the Constitution. It i's not necessary to exam ne
this argunment in detail because a simlar argunent was urged
in the "second Arora case" (supra) and rejected.

It was then contended that even'if we assume that s. 7
validated the present Iland acquisition proceedings, the
conditions prescribed in clause (aa) of s. 40 were not
fulfilled in this case inasmuch as the acquisition could not
be said to be for a public purpose. It was submtted by the
counsel for respondent No. 1 that as the conpany was a
private one and there is nothing to show that there was any
direct connection or close nexus. between the articles
produced by the company and the general good of the public,
it could not be said that the acquisition was nmade for a
conpany which was engaged in an industry which was for
public purpose. This argument, in our opinion, is based on a
m sconception of the concept of the Anmending Act and the
i ntroduction of clauses (aa) to s. 40. If we are persuaded
to hold that s. 40 (aa) also requires proof of a public
purpose in the restricted sense, in that it nmust be for the
general good of the people at large, then the very object
sought to be achieved by the anendnent woul d be conpletely
frustrated and the provisions of s. 7 would becone otiose. A
simlar argunment was advanced in the "second Arora | case"
(supra) and was fully considered by this Court  which
observed as foll ows: -

"I'n approaching the question of construction  of
this clause, it cannot be forgotten that the anendnent
was nmade in consequence of the decision of this Court
in R L. Arora’s case (1962 Supp. 2 SCR 149) and the
intention of Parliament was to fill the |lacuna, which
according to that decision, existed in the Act in the
matter of acquisitions for a conpany..... Further, a
literal interpretation is not al ways t he only
interpretation of a provision

790
ina statute and the court has to |l ook at the setting
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in which the words are used and the circunstances in
which the law cane to be passed to deci de whet her there
is something inplicit behind the words actually used
which would control the literal neaning of the words
used in a provision of the statute.

Therefore, we have to see whether the provision in
cl. (aa) bears another construction also in the setting
in which it appears and in the circunmstances in which
it was put on the statute book and also in view of the
| anguage used in the clause. The circunmstances in which
the anmendment came to be made have already been
mentioned by us and the intention of Parlianment clearly

was to fill up the lacuna in the Act which becane
evident on the decision of this Court in R L. Arora's
case (1962 Supp. 2 SCR 149)...... It was only for such

a conpany that land was to be acquired conpul sorily and
the acquisition was for. the construction of sone
building or work for sucha conpany, i.e., a conpany
engaged or about to be engaged in sone industry or work
which i's for a public purpose. In this setting it seens
to us reasonable to hold that the intention of
Parliament could only have been that |and should be
acquired for such building or work for a company as
woul d subserve  the public purpose of the conpany; it
could not have heen intended, considering the setting
in which cl. (aa) was introduced, that |and could be
acquired for a building or work which would not
subserve the ‘public purpose of the conpany....Further
acquisition is for the construction of sone building or
work for a company and the nature of that conpany is
that it is engaged or is taking steps for  engaging
itself in any industry or work which is for a public
purpose. Wien therefore the building or work is for
such a conpany it seens to us that it is reasonable to
hold that the nature of the building or work to be
constructed takes col our fromthe nature of the conpany
for which it is to be constructed. W are therefore of
opinion that the literal and mechanical construction
for which the petitioner contends is neither the only
nor the true construction of cl. (aa) and that when cl
(aa) provides for acquisition of land needed for
construction of some building or work it inplicitly
intends that the building or work which is to be
constructed nust be such as to subserve the public
purpose of the industry or work in which the conpany is
engaged or is about to be engaged. In short, the words
"building or work" used in cl. (aa) take their col our
fromthe adjectival clause which governs the conpany

for which the building or work is being constructed...
It is only in these cases where the conpany is engaged
in an industry or work of that kind and where the
building or work is also constructed for a purpose of
that kind, which is a public purpose, that acquisition
can be nmde under <cl. (aa). As we read the clause we
are of opinion that the public purpose of the conpany
for which acquisitionis to be nade cannot be divorced
fromthe purpose of the building or work and it is not
open for such a conmpany to acquire |and under cl. (aa)
for a building or work which wll not subserve the
public purpose of the conpany."”

(Enphasi s ours)

The effect of the observati ons nmade above |eads to the

irresistible conclusion that the words ’'public purpose’ are
not to be interpreted in a restricted sense but take col our
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fromthe nature of the industry itself, the articles that it
manuf actures and the benefit to the people that it
subserves. This Court clearly indicated that the | and should
be acquired for building or work which would serve the
public purpose of the conpany and not public purpose as it
is generally wunderstood. In the instant case, we have al so
set out the nature of the products of the conpany and have
stressed the fact that the articles produced by the conpany
are used for the benefit of the people and as it saves | ot
of foreign exchange, it is unm stakably for the general good
of the country particularly fromthe econom c point of view.
In these circunstances, it cannot be said that the object of
the conpany in extending its operations by enlarging the
area of its production was not for the public purpose of the
conpany. Taking an overall ‘picture of the nature of the
products of the conpany, its various activities, the genera
public good that it seeks to achieve and the great benefit
that the people derive, it cannot be said that the
acquisition, in the present case, was not for a public
pur pose. ‘According to the test laid down by this Court it is
sufficient if it is shown that the building sought to be
built or the work undertaken subserves the public purpose of
the conmpany which is conpletely fulfilled in this case. The
Hi gh Court seens to have been inpressed by the argunent
advanced before it that the land acquisition proceedings in
the instant case are hit by s. 44B of the Act. The High
Court, however, has failed to consider that s. 44B is purely
prospective in character and has absolutely no application
to acquisition proceedings taken before July 20, 1962, the
dat e when the anendrment was enacted.

The High Court al so seens to have accepted the argunent
of the first respondent that s. 40(aa) violates Art. 14 of
the Constitution inasmuch as it permits acquisition of |and
for a conpany but
792
not for an individual or a wprivate conpany though these
persons may also be engaged in an industry which was for a
public purpose. This argunment was repelled by this Court and
it was held that s. 40(aa) was not violative of Art. 14. In
this connection, this Court observed as follows:-

"Therefore a di stinction in the matter of
acqui sition of | and between public —conpanies  and
Government conpanies on the one hand and private
i ndividuals and private conpanies on the other is in
our opinion justified, considering the object behind
cl. (aa) as introduced into the Act. The contention
under this head must therefore also fail."

Sone of the High Courts al so have taken a simlar. view
whi ch has found favour wth us in view of the second Arora
case, referred to above. In the case of P. G rdharan Prasad
Mssir and Anr. v. State of Bihar & Anr. a Division Bench of
the Patna High Court while dealing with this question
observed as foll ows: -

"Thirdly, it was urged that the acquisition was
not for a public purpose but nerely for the purpose of
hel ping a person (here the conpany) to nake profits.
This argunment, however, is no longer available. It is
wel | known that sugar industry is one of the inportant
industries of India engaged in the production of an
essential commdity, and the fostering of the growth of
that industry is undoubtedly for a public purpose. A
conpany engaged in the nanufacture of sugar would,
therefore, cone wthin the scope of clause (a) of sub-
section (1) of section 40 of the Act."

A Division Bench of the Gujarat H gh Court in
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Chhot ubhai Babarbhai Patel v. State of GGujarat and Anr.
whil e construing the second Arora case referred to above
clearly held that s. 40(aa) contenplated that the building
or work which the conpany intended to construct was to
subserve the public purpose of the industry or work for
which it was being constructed. In that case also, the
conpany concerned was manufacturing caustic soda, dyes,
chemicals, colours and drugs (caustic soda is one of the
products of the conpany in the instant case also). Dwelling
on the inportance of the public purpose of the industry
concerned in that case, Shelat, C J., observed as follows:-
"Taking all these factors into consideration, it
is not possible to deny that the industry in which the
second respondent conmpany is already engaged and is
about to be engaged in, and for the

793
bui | di ngs or ~works for which the lands in question are
being acquired is such that it wll pronpte public
purpose and will be in the interest of the public."

We. find ourselves in- conplete agreenent wth the
af oresai d observations of the | earned Chief Justice.

Finally, even in the second Arora case, it woul d appear
that the conpany in -question was engaged in the production
of textile machinery and-its parts which were for the use of
the general public. This was held by this Court to be a
definite public purpose behind the acquisition. 1In this
connection, this Court observed as foll ows: -

"We are ‘concerned here with acquisition for a
publ i c purpose, which is undisputed. This is not a case
of a house of one person being requisitioned for
another; this is a case of constructing sone work which
will be wuseful to the public and will~ subserve the
public purpose of the production of textile machinery
and its parts for the use of the general public., In the
circunmstances we are of —opinionthat there being a
definite public purpose behind the acquisition in the
present case, the acquisition would be justified under
the Act irrespective of the.intention of the previous
owner of the land to use it for sone other ‘public
pur pose. "

The industrial venture in which respondent ~ No. 2 was
engaged was undoubtedly of rnuch greater use than a conpany
produci ng textile machinery because apart from bei ng usef ul
to the people at Ilarge and producing chem cals it has al so
resulted in saving lot of foreign exchange and  thus
i mproving the econony of our country so as to be an
efficient instrument of economic benefit. W are satisfied
that all the conditions of s. 7 of the Amending Act as al so
that of s. 40(aa) have been fulfilled in the instant case
and the Hi gh Court was wong in law in quashing the said
proceedi ngs. The appeal is accordingly allowed, the judgnent
of the Hi gh Court is quashed and the Award of the Coll ector
as also the proceedings before the Award are restored. In

the circunmstances of the case, the appellant wll  be
entitled to costs in this Court agai nst respondent No. 1.
S R Appeal all owed.
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