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

Page 1 of 5

PETI TI ONER
KALYAN MUNI Cl PAL COUNCI L & ORS

Vs.

RESPONDENT:
USHA PAPER PRODUCTS (P) LTD. & ANR

DATE OF JUDGVENTO03/ 05/ 1988

BENCH
KANI A, M H.
BENCH
KANI A, M H.
PATHAK, R S. (QJ)
Cl TATI ON
1988 SCR (3) 832 1988 SCC (3) 306
JT 1988 (2) 260 1988 SCALE (1)849
ACT:

Maharashtra Minicipalities Act-S. 123(1) of-Wether
alteration in assessment |ist beconmes effective for any
period prior to commencenent of official year 1in which
alteration in assessnent list is made  and Miunicipality is
entitled to levy tax for any official year or any part
t hereof already expired under provisions of.

HEADNOTE:

After levy of the property tax by the Kal yan Minici pa
Council (’'the Muni ci pal  Counci ") on t he i movabl e
properties of the Respondent No. 1 (’'the conpany’) in
respect of certain years, the Minicipal Council detected
certain new construction and alterations in the /existing
properties of the Conpany, and. on Cctober 3, 1973 a
resol ution was passed by the Standing Conmmittee increasing
the rateable value of the said imovable property from
1.4.70 to 31.3.74. A demand notice, demandi ng -additional
property tax, Educational cess and Health Tax, was issued
thereafter to the Conpany. The Conpany chal |l enged the notice
of demand before the High Court. The H gh Court decided in
favour of the Conpany, holding that alteration made in the
assessment list after follow ng the procedure under section
123(1) of the Maharashtra Minicipalities Act (the ’'said
Act’) did not becone effective for any period prior to the
commencenent of the official year in which the alteration in
the assessnment |ist was nmade and the Muinicipality was not
entitled to levy tax for an official year or “any part
t hereof which was already expired. This appeal was filed in
this Court against that decision of the H gh Court.

Di sm ssing the appeal, the Court,

N

HELD: The ratio of the decision of the Full Bench of
the Bombay High Court in Sholapur Minicipal Corporation v.
Ram Chandra Ranmappa Madgundi, [1972] 74 Bonbay Law Reporter
469, upon which the judgnment of the Hi gh Court inmpugned in
this case was based, applied to this case. The appellants
contended that the said case before the Full Bench had been
wongly decided and the judgnent under appeal based on that
deci sion was also erroneous. this contention nmnust be
negatived in view of the decision of this Court in Minicipa
Cor por a-
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tion of City of Hubli v. Subba Rao Hanunatharao Prayag &
Os.,[1976] 3 S.CR p. 883, wiich approved the said
decision of the Full Bench of the High Court, and which is
bi nding on the Court and clearly applicable to this case. In
that judgment, this Court had pointed out that once it was
accepted that the process of levying the tax was conplete
only when the assessnent |ist was authenticated and it was
only then that the tax was |evied on the rate-payers, the
aut hentication nust be made within the official year. The
tax, being a tax for the official year, nmust be levied
during the official year and since the levy of the tax is
conplete only when the assessnent list is authenticated, it
nust follow that the authentication nust take place in the
official year. The official year is the unit of taxation as
far as Municipal property taxes are concerned. [836D, G 837A-
Bl

If-an assessnent list could be altered at any tinme if
the conditions set-out in Section 123 of the said Act are
satisfied, the result would be that there would be complete
uncertainty in the field of taxation of property and unwary
purchasers of imovable property might be put to the
difficulty of having to discharge the Iliabilities for
property taxes for years long prior to the time when they
had purchased the /i mmovable property in order to save the
property frombeing sold in recovery proceedi ngs. [837B-C|

Shol apur Munici pal Corporation v. ~Ranthandra Ramappa
Madgundi , [1972] 74 Bonbay Law Reporter 469 and Minicipa
Corporation of City of Hubli v. ~Subha Rao ‘Hanumatharao
Prayag & Ors., [1976] 3 S.C R 883, referredto.

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Cvil Appeal No. 317 of
1984.

From t he Judgnent and Order dated 10.1.80 of the Bonbay
Hi gh Court in Special Civil Application No. 1471/75.

P.H Parekh for the appellants.

UR Lalit, B.P. Maheshwari and R S. ~Rana for the
respondent s.

The Judgrment of the Court was delivered by

KANIA, J. This is an appeal against the judgnment of a
Di vi si on Bench of the Bonbay Hi gh Court delivered on January
10, 1980. The appellants before us are the Kal yan Minici pa
Council (referred to
834

hereinafter as ’'the Minicipal Council’), its Chief
of ficer and the State of Mahar ashtra respectively.
Respondent No. 1 is a Private Limted Conmpany and is the
owner of an industrial undertaking within the linits of the
Muni ci pal Council. W propose to refer to respondent No. 1
as 'the Conpany’.

The relevant facts lie wthin a narrow conpass and
there is no dispute regarding the sanme. Property Tax was
| evied by the Minicipal Council on the i mobvabl e properties
of the Conpany wthin the territorial Ilinmts of the
Muni ci pal Council in respect of the years 1970-71, 1971-72
and 1972-73. In Septenber, 1973, the Minicipal Counci
clained that it had detected certain new construction and
alterations in the existing construction belonging to the
Conpany and a report to that effect was made to the Standing
Conmittee. A proposal was submtted to the Standing
Conmittee to increase the property tax in respect of the
said i mmovable property from 1.4.70 to 31.3.74. On Cctober
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3, 1973, the Standing Conmittee passed a resolution
i ncreasing the rateable value of the said i movabl e property
of the Conpany from 1.4.70 to 31.3.74. After serving a
notice on the Conpany as required under the provisions of
Section 123(1) of the Maharashtra Minicipalities Act
(referred to hereinafter as the "said Act’), and hearing the
objections filed by the Conpany against the proposed
i ncrease, a denmand notice was issued on the Conmpany on
January 9, 1975 denmandi ng an anobunt of Rs.51,626.69 and an
appropriate amount of Educational Cess and additional Health
Tax. This notice of demand was chal | enged by the Company by
way of Special Civil Application No. 147 of 1975 before the
Hi gh Court of Judicature at Bonbay. The Division Bench of
the Bonbay Hi gh Court which decided the said Special G vi
Application held that the case was covered by the decision
of a Full Bench of ~the Bombay H gh Court in Sholapur
Muni ci pal Corporation v. Ranchandra Ramappa Madgundi, [1972]
74 Bonmbay Law Reporter, p. 469. The Division Bench of the
Bonbay Hi gh Court in the inpugned judgnent has pointed out
that there was no dispute that a notice dated Novenber 17,
1973, being the notice as contenplated by Section 123(1) of
the said Act was issued to the Conmpany for amending the
assessment list. This notice was served after 17th Novenber,
1973. After analysing the provisions of Section 123 of the
said Act and following the aforesaid decision of the Ful
Bench, the Division Bench took the viewthat alteration nade
in the assessnment list after following the procedure under
Section 123(1) of the said Act does not becone effective for
any period prior to the commencenent of the official year in
which the alteration.in the assessnment list is made and the
Municipality is not entitled to levy tax for —an officia
year or
835
any part thereof which is already expired. The Division
Bench pointed out in the present case the alteration in the
assessment list was made after 31st March, 1974 and before
31st March, 1975. In view of this the said alteration could
not have the effect of increasing the assessnent for any
year prior to the vyear commencing from 1st April, 1974. It
is the correctness of this decision, which is sought to be
assail ed before us in this appeal

Since the decision under appeal is based mainly onthe
said decision of a Full Bench in the case of Sholapur
Muni ci pal Corporation v. Ranthandra Ramappa Madgund
(supra), we mmy briefly refer to the said decision. That
deci si on was based on the provisions of the Bormbay Minicipa
Bor oughs Act, 1925, but the ratio of the decision applies to
the case before us, because the relevant provisions of the
Bonbay Municipal Borough Act and the said Act are in pari
materia. As far as the question raised before us is
concerned, the provisions of Section 82, Sub-section (3) of
the Bonbay Municipal Boroughs Act are in pari materia with
the provisions of Section 123(3) of the said Act. The Ful
Bench of the Bombay H gh Court in that case cane to
conclusion that the alteration made, under Section 82(3) of
the Bonbay Muinicipal Boroughs Act, in the assessnment |ist
prepared under Section 73 of that Act does not becone
effective for any period prior to the comencenent of the
official year in which the alteration in the assessnent |i st
is made and, therefore, the Municipality is not entitled to
levy tax for an official year or any part thereof which has
already expired. It was also held that the expression
"current official year" in Section 82(3) of that Act neans
the earliest day in the official year which is current when
the anmendment of the assessnment |ist takes place, that is to




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

Page 4 of 5

say, the expression refers to that official year which is
running at the tine when the anendnent is made by insertion
or alteration of an entry under Section 82(1) of the Act.

The submission of M. Parekh, |earned counsel for the
appel l ants, is that the aforesaid case before the Full Bench
was wongly decided and, as the judgnment under appea
follows the said decision of the Full Bench, that judgment
is also erroneous and liable to be set aside. In our view,
this contention nust be negatived in view of the decision of
this Court rendered by a Bench of three |earned Judges in
Muni ci pal Corporation of Cty of Hubli v. Subha Rao
Hanumat harao Prayag & Ors., [1976] 3 S.CR p. 883. A
perusal of the said decision makes it clear that this Court
took the view that the schenme of relevant provisions of the
Bonbay Municipal Boroughs Act, 1925 shows that the officia
year is the unit of time for the levy of property tax under
836
that Act. It was further held that the expression "current
official year”™ in the context in which it occurs in Section
82, Sub-section (3) clearly signifies the earliest day in
the official year which is current when the anendnment in the
assessment list takes place and that expression refers only
to the official year which is running at the time when the
amendment is made by insertion or alteration of an entry
under sub-section /(1) of Section 82. Thereafter this Court
goes on to point out as follows:

"It would, therefore, seem clear, on a conbined
readi ng of 'Sub-sections (1) and (3) of Section 82,
that an anmendnment, in~ order to be effective in
| evying tax  for an official year, mnust be made
during the currency of the official year. This is
now well settled as a result of several decisions
of Bombay High Court culminating-in the Full Bench
decision in Sholapur Minicipal Corporation v.
Ranthandra (supra) and we do not see any reason to
take a different view"

The aforesaid statenment in (the judgnent of this Court
clearly shows that the decision of the Full Bench of the
Bonbay High Court in Sholapur WMinicipal Corporation v.
Ranthandra (supra) was approved by this Court. The deci sion
of the aforesaid Bench of this Court is binding on us and is
clearly applicable to the case before us. In that judgnent
this Court pointed out that once it was accepted that the
process of levying the tax is conplete only when the
assessnment list is authenticated and it s only then that
the tax is levied on the ratepayers, it is difficult to
resist the conclusion that the authentication nmust be made
within the official year. The tax, being a tax for.  the
of ficial year, nust obviously be levied during the officia
year and since the levy of the tax is conplete only when the
assessnent list is authenticated it nust followthat the
aut henti cation nust take place in the official year

M. Parekh wurged, although not with nuch conviction
that the decision of this Court in the case of Minicipa
Corporation of City of Hubli v. Subha Rao Hanumatharao
Prayag & O's. (supra) can be distinguished because in that
case there was no question of any additional construction or
new construction being detected. In our view it is not
possible to nake any such distinction. The question which
arose before the Court was whether an assessnment |ist which
was finalised and authenticated on July 24, 1952, after the
expiry of the official year 1951-52 on 31.3.1952, could be
regarded as a good or valid assessnent list for the officia
year 1951-52. The entire schene of the provisions
837
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pertaining to the preparation of the assessment list and the
| evy of property tax under the Bonbay Minicipal Boroughs
Act, which is materially simlar to the schene wunder the
said Act, was considered and the aforesaid conclusion were
arrived at. There is no substance in the contention that the
sai d decision can be distinguished. Mreover, with respect,
we see no reason to take a different view fromthe one taken
inthe aforesaid case. The official year is the unit of
taxation as far as Minicipal Property taxes are concerned
and, if the contention of M. Parekh is accepted, the result
woul d be that an assessment list could be altered at any
time if the conditions set out in Section 123 of the said
Act are satisfied, with ‘the result that there would be
conplete uncertainty in the field of taxation of property
and the wunwarry purchasers of imovable property mght be
put to the difficulty of having of discharge the liabilities
for property taxes for ~years long prior to the tine when
they purchased the inmovable property in order to save the
property frombeing sold in recovery proceedings.

Inthe result, the appeal fails and is dismssed with
cost s.
S. L. Appeal dism ssed.
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