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M/s. Allied Indust ' :s, represented (L
by its Managing P: 1 ner,
G.1L. Sunghi.

M/s. Dayaram Swia mal Lahoti e

Oil-Mills & Refine™ , represented

umar Lahoti,
Area, Hyderabad |

by its Partner Vija' |
Azamabad Industr

M/s. Gupta Steel - Wine Industries, )
represenied by its Partner R.K.Kanodia.

1. M/s. Indiun Chemveal & Pharmaceutical Works,
represented by its Portner T, Vinaykumar, G

i
M/s. Meera Industries represented by
s Partner Vinod K.Desal,

Gurudev Enginecring company, represented @

by il Partner Vinod K. Desal,

Central India Enginccring Company,
represented by its I tner vinod K.Desal,

4 CT’Q,

5.9 V.




10, Dundoo Oil Industr

Soham Engincering Corporation,

represented by its perner Vinod K.desai,

Andbira Chenucal Company, rup:usullul by

its Proprictor Rajes! atel,

its partner Ramavator Agarwal.

I. National Trading A cencles, represented b

its partner K.V . Kotaix.

Q

@),

's, represented by _@

I

12, Ladha fron Casting represented by its @

Partner Mrakash Ladl,

13, Bikine [Food Products, represented by its

partner C.S. Kumar.

L4, Super Steel Distrib + ors & Manufacturers,
represented by its Poriner Ambika Pershad Agarwal,

15, Dig Vijay Industrice, represented by its

partner Lakshminaray an Rakhee.”

W

e

0. Agﬁmal Industries _imited, represented by ils .
Managing Dircclor / urudh pershad Agarwal. @

!

17. LB, lndustncs repu;.ented by, its

1S, M/s. Rahmaniu Machinery Factory

19

Partner Raghuveerial:
represented by its Manaaging Partner
Sycd Osman Al

Preyanshu Industrics Limited,
represented by its Munaging Director

Raghunath.
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20, 1lind Metal Indu: ries, represented by

its partner P.K.Sag ant. : "

21. Venkateshwara nonferrous foundry
represented by its - artner A.C . Khatri.

Writ Petition wa  Jismissed against
2

Petitioner No.10 as per this Court's
_ Order dated 21.6.1993) ... Petitioners

W.P.No.12181/1992

M/s. Muzhar & Co., \zamabad,
Hyderabad, represenicd by its
Partner Sri Azizulla, lyderabad. .... Petitioner

W.12:No. 12228/1992

[. I\-’luhd.‘M‘nhmoo‘

2. Mohd, Basheer.

3. Mohd'._: Khurshec!.

(Represented by (i.1.A holder Mr. A.P
Agarwal) ... Petitioners.

W .P.No.558 of 199

The Hyderabad Cor tructions Co., Ltd.,
represented by
M, Ramesh Malani,

Azamabad Industrial Area, Hyderabad .... petitioner.



—

W.P.No.5111/1994,

‘~§ri Gajanand Oil Mills, represented by
Proprictor Kanahayalal Jhawar,
Industrial Arca, Azamabad, IIydchlbad .... Petitioner

WP No.11387/1994:

M/s. Ram Chemicals

plot No.15/4, Industrial Arca, Azamabad,
Hyderabad, represented by its Partner.
Kaluram Gupta wsi POAICIONET.

Versus

State of Andhra Pradesh, represented by

its Chicl Secretary to the Government,

General Administration Department,

Sccretariat, Hyderabad. Respondcm
| (in all thc WPS)

&

Counsel for petitioners : Mr.P.Ramachandra Reddy.
in W.P.No:12181/1992.

Counsel for petitioner - Mr.G.Raghuram.
in W.P.No.12181/1992.

Counsel ,Rir ;éclili()llcrs . M/s. C.P.Sarathy &
in W.P.Nos.12228/1993, Smt.C.Jayasree Sarathy.
558/1993 & 5111/1994.

Counsel for petitioner . Mr.G.S.Sanghi
in W.P.No.11387/1994.



. -Counscl for respondent . Government Pleader
1 all the Writ Petitions. for Industries.

W.P.N0.6882/1994.

M/s.J.P. & Co., represented by

Proprictor Prakash Joshi,

Plot No. 17/1, Industrial Arca, Azamabad,
llyderabad ... petitioner,

W.P.N0.7074/1994:

M/s.Viswajit Casting & Engineering Works,

Owned by M & M Associates Trust, by ‘I'rustee
Satish Modi, Plot No.26/2, Industrial Arca,
Azamabad, Hyderabad. ... Petitioner.

WP Na.7101/1994: B

M/s. Indian Hume Pipe Co, Limited
represented by G.P.A holder Mr. M.S. Ramanathan,
Plot No.4, Industrial Arca, Azamabad, .... Petitioner
LHyderabad., ..
‘ Versus

5 |
State of Andhra Pradesh,
represented by the Chiefl Secretary,
Scecretariat, Flyderabad.

Competent Authority and the

Comnussioner ol Industries,

Chirag Ali Lane, Hydcrabad. . ... Respondents
: : ' (In 3 Writ Petitions)



2/

| Counsel for the petitioners - Mr.C.Jayasrce Sarathy.

' all the 3 writ petitions

Counsel for the respondents  Government pleader
Industries.

W. PP No.12235/1994:

‘ represented by its Chicl Sceretary.

/s, Hyderabad Chemical & Pharmaceutical Woarks Ltd..
Plot No.5, Azamabad, Hyderabad.

represented by its Managing Director.

Narendra Gopal. ... Petitioner.

Versus

The Government of Andhra Pradesh

General Administration Department
Seccretariat, Hyderabad. _

S5 Tor die sy |
The Competent Authority and the Commissioner
ol industrics, Chirag Ali Lane, Iyderabad.

3

!J

3. The General Manager, Department of Industries, -
Twin Cities, Musheerabad, Hyderabad ....Respondcen.s.

thsnt 1} '
Counsel for the petitioner . 'Mr.Koka Satyanarayana Rao

Counsel for the respondents = :  Government pleader for
‘ industries.
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(AN 741/ 093

Mohd.Basheer.
Mohd. Mahmood
Mohd. Khursheed.

Carrying on business in the name and
style of M/s.Yousuf & Co.,
Nizamshahi Road, Hyderabad.

(Represented by the G.P.A holder
Qi AP Agarwal) it V]

Versus

State of Andhra Pradesh,
represented by the Secretary,
Industries & commercce Department.
Secretariat, Hyderabad. '

dcncl-".al‘.Munugcr
District Industrial Centre,
Musheerabad, Hydcrabad.

MJs. Nﬁ?,ahcctha Oil Industries, |
1-8-668, Azamabad, Hyderabad.
; |

M/s. national Engincering Service,

" 1-8-668, Azamabad, Hyderabad.

M/s. Vaneskaran Industrics,
1-8-668, Azamabad, Hyderabad.

(The cause title of the appellants is

substituted by this Court's Order
dated 174.,7.1994 in W.A.M.P.No.548

pellants.

... Respondent

/1993.)
7



ey’

Counsel for the Appc“ants

Counsel for the Rcspondcnls

l & 2

Counsel for 3rq respondent

Sri.C.P.Sarathy.

for Industrics.

Counsel for 44 respondent

Counse

. No.800/1993:

~——_________

\ P /\510 Induslru,s

| for 5th respondent

Mr.R.Subash Reddy,

None appeared.

-8-068, Industriy] Arca,

\/:mabad Hyderab
by its Managing Part
VP Aparwal,

I“I

Versus

The State of Andh

fepresented by s Se

Industrics & Comn

ad, represented
ner

o Appellarnit

ra Pradesh,
Crelary

1cree Dcparlmunt

sSeerelarg at, ledudbdd

Coznmm;oncr of ]

n
Chi

dustrics, Gowt, of AP,

Chirag Al L‘uu, Hyderabad,

I'he Gcneral Manager, Distrjct Industries Centre,
ushe(.rabad Hyderabad.

Government Pleader

MrM.V.S Suresh 1o, |
Mr.Syed Sharifr A,

)
cd.



M/s. Yousul & Co.
Azamabad, Industrial Area,

Hyderabad, .... Respondents.
Counsel for the Appellant . - Mr.Duba Mohan Rao.
Counsel for respondents - Government Pleader for

l'to 3 Industries.
Counsel for 4th respondent - Mr.C.P.Sarathy.

CORAM : TLIE HHONORABLLE SRI JUSTICE A .LAKSHIMAN RAO

i &

THE HONORABLE SRI JUSTICE N.Y.HANUMANTHIIAPPA

"Thursday, the 18th day of August, 1994.

o E
Judgment; (Per Lakshman Rao, J.)

In all these writ petitions, the constitutional
validity of the Azamabad Industrial Area (Termination and
JLegulation of Lcu'scs) Act, 1992, (for short, "the Act") is
questioned. The petitioners are lessees in respect of different
nlots of land in Azamabad Industrial Area, Hyderabad. The lease
period is 99 years. All leases or other nrmngemcfus made or
entered into through a Registered Deed or otherwise in respect ol
all demised plots in the Azamabad Industrial Area’stand
terminated on July 11, 1992 by virtue of the provisions of
'.\‘cclioln 3 of the Act and every such demised plot vests in the
Government free from all encumbrances. Before we advert to the
various contentions raised on behalf of the petitioners

. challenging the provisions of the Act, it would be usclul to re er to the
relevant facts and circumstances relating to the Azamabad Industrial Area and

9



granting of leases in favo
petitioners herein,

HEH the Nizam through

funds of the Industrial Tr

Rs.3.75 lakhs. The City
Eradesh Housing Board)

clectricity. The area was

of plots as on today arc 8

On October 7, 195

been h;}_ndc_d over (o the |
dated Janu,qry 26, 1957

the fnduStriQs Departmen
with the funetion of contr
und.

I Icvied [rom the allottees t

“gehor acre in the yeiir 1950

ur of different persons, including the -

The scheme for establishing Azamabad Industrial Aren by
acquisition of the required land received the consent of the then

a "Firman" issued on 6th Zamad,- UL-Sanj

1350 Hizri, An extent of Ac.136=04 gunias was acquirecd in the
name of the then Dircctor, Commerce and Industrics, witl) (e

ust Fund, Hyderabad. The expenditure

for the acquisition and development of the arca was cs1ip. ced al

Improvement Board (presently (. Andhra
developed the area with al

frastructural facilitics such g roads, drains, water and

divided wnitially into 25 plots and

over the period of time, the plots were sub-divided. The number

6, spread over an extent of Ac.116.00

of land, leaving the rest of the land for roads ete.

2, the Azamabad Industrial Arca 1h.g
ndustrial Trust Fud, By an Ordinance
which was replaced by the Hyderakad

v Industrial Funds Rules (A.P.Amcndmcnl) Act, 1957, the Board,
| which hereto controlled the Industria] Fund, was dissolved » 1

t of the State Government wa: |
olling and administering the j,

The developed plots in the Industrial Areg were
vrigmally al{otted in favour of different persons on a quit reny
of OS. Rs.25/- (1G _R‘S.Q_I—7_511)01’,*;1(:_[;79;:;an’ngm. a premium vas

O cover the cost of development o

ed, apart from collection of quit rent. The premium was {1y

| criginally at Os Rs.2,000/- (IG Rs.1 740/:5—;;&‘ acre. The qui

| rent was raised to Os.Rs.100/- (IG Rs.87/-) peracre per annun;
| during the year 1994, The premium wag increased to Rs.7,500/-

Irom the yeur 1990, 0.03 paisc per

-uare yard per month has been in the case ol leascholder

nsfers with elfect from

i

nhanced to 0.25 paise pe

January 1, 1985, the quit rent was
' square yard per montly ang premium was

10
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rWs the enhancement was challenged
0V 1he lessces in Wit petition Nos. 18106, 18101 and 16762 of
080, They were dinminsed on Mareh 1, 108K, Tt is stated thal
(he writ appeals filed against the orders of the learned single
| udge are still pending and the operation of the order enhancing
|11 quit rent and premium has been suspended, peuding disp

the writ appeals.

The Azamabad Industrial Area is situated in the heart
of 1= Hyderabad City. According to the State Government, the
ioly valuable urban land of an extent of Ac,116.00 1s at
ores en fetehing an income of about Rs.40,000/- per annum

It is stated that lease deeds in respect of 60 plots

witl: a qnit rent of OS Rs.25/- (IG Rs.21-75) per acre per annum
were exceuted prior to 1960. 17 plots are covered by the lease
‘Jcc s, wherein a quit rent of 0.03 paise per square yard per

wonth was stipulated. These lease deeds were cxecuted on

i[{-rent dates during thc period from 1935 to 1976. In respec

7 plots, the quit rent is charged as OS Rs.100/- (1G Rs.87/-)
ser acre per annum and these lease deeds relate-to the period
ton 1947 101957, Only one plot with a quit rent of 0.25 paisc
ser square yard per month hagi‘bc:;cn_lca_sgiﬁgu_l_iln—lhéfﬁ:ur 1984,

The casc of the State Government 1s that diflerent
- formuts were adopted from time to time. In the leasc deed
orig najly adopted, assignment was prohibited without permission
and it was silent on sub-letting. ' There was also no provision
{or revision of quit rent and premium. The lease deeds adopted
Al 1965 provided for obtaining prior permission of the State

Go crnment for subletting and assignment and a clause for
revision of quit rent and premium was incorporated. The lcasc
dec Is executed after 1974 totally. QI‘OhibilCC_l__Z_lﬁEigl]ll]Cll_L'glnd sub-

letting,

| 11




During the subsistence of the leases, (except in
three cases where the leases were either terminated by the State
Government [or contravention of the terms and conditions of lease
or a show-cause notice ‘was issued for such termination) the
impugned Act No.15 of 1992 was enacted. It received the assent
of the President of India on May 27, 1992. It came into force
onJuly 11, 1992, In the Preamble to the Act, the circumstances
under which the Act came to be enacted have been explaincd this:

- "Whereas an industrial area known as Industrial Area
Azamabad, Hyderabad, had been selected and established by the erstwhile
Nizam's Government with the sole object of establishing industrics and the
sald industrial area was developed into diffé¢rent sizes of
plots with infrastructure facilities for leasing them
out to persons intending to set up industrics;

And whereas the developed plots in the industrial Area
Azamabad, Iyderabad, were leased out to various persons |
under varying terms and conditions including payment of -
rents by adopting different formats of lease deeds;

And whereas it has come to the notice ofithe Governnient
that certain lessees ol occupants are putting the plots
or portioris of plots to unauthorized uses and certain
- other lessces or occupants are misusing valuable
industrial urban land for residential purposes as also
for warchousing activity:
And whereas it has also come to the notice of the
Government that some lessce's are subletting or
transferring the plots or portions of plots by entering
into disguised partnerships and transfer of shares of
companies (o secure lease hold transfcrs; -

And where such crring lessees or occupants ar¢ coll Hge amounts
through such unauthorized use of the plots or portions ol plots;

3

12
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And whereas the Government is unable to resume —  ossession ol the plots
or portions thercof held by persons or occupants cven i cases of gross.
misuse and violation of the terms of lease or other arrangement

due to adoption of different formats of lease deeds \vith varying terms and
conditions, lacunae in the lease '

deeds e\ccuted or other arrangements made with suci:

lessees or occupants regulating the relationship  between the Government
and such persons and also due to

long drawn civil litigation that is resulting in

| during the course of curbing such misuse and violations;

| And whereas the plots were leased out to different
]j persons on long lecase periods upto 99 years at
incredibly low rents;

; And whereas the Government has been sustaim bstantial recurring

foss in the absence ofnu,cssary -

provisions in certain lease deeds for revision of rates
of premium and quit rend that is reasonably due to
the Government [or the plots leased out;

And whereas it is considered expedient] in public  interest, to terminate by
law gll existing leases or other arrangements madce o entered into in respect
of all demised plots or portions thereof in Industria:
Azamabad,Hyderabad, to curb misuse or unauthorized usc of
Government land, other irregularities, violations and 1o

prevent the non-industrial use, including unauthorized
constructions ctc., and to regulate the leases afresh, as

may be decided by the Government, with such uniform terms

L and conditions including reduced lease period and revised

| rates of premium and quit rent and adoption of standard

format of lease deed, thereby ensuring maximum use of  existing
infrastructure facilities and proper management

ol valuable urban property of the Government."

~ The Act provides for termination and regulation of
leases. Relevant provisions of such of those sections which
arisc for conmdcrahon in these petitions and writ appm!s are
L\Lracf.cd hereunder.

13




- (1) o section 3, the person in - occupation may at his o

"Sec.3Termination of leases (1)

Notwithstanding anything contained in the Indian  Contract Act, 1872
(Central Act 9 ol 1872), the  Transfer of property Act, 1882 (Central Act 4 of
I882) © or any other law for the time being in force and the  terms and conditions _
of any lease entered into or other arrangement made with iny person in respect of
any  demised plot cither by the erstwhile Government of Hyderabad or by the
Government of Andhra Pradesh prior to  the appointed date all leases or other
arrangements made or entered into through a registered deed or otherwise i

~respect of all demised plots in the Azamabad, Industrial Arca  shall stand
terminated on the appointed date thereupon all subleases or any other arrangements
whatever made by the  person in occupation to hold possession of the demised plot
shall vest in the Government from all encumbrances and shall
be used subsequently for industrial purpose only.

—

2)
Appointed date' means a date appointed under subsection (2) of

Section (1), i.e., July 11, 1992 (Notification dated July 11,
P992.), o 2 50

"Section 4. Application for {resh lease, |

(1) Op the termination of the lease or other arrangement  under sub section

ption apply for a fresh lease

in the manner prescribed.

. (2) On receipt of an application under sub section (1) :
the 'C;'i:'n:pctcul Authority may where he is satislied that  apolicant is not guilty of -
violation of any conditions  of the lease grant fresh lease maccordance with such
terms and conditions as may be prescribed or refuse to srant 4 fresh lease for
reasons to the recorded in writing; o

Provided that where the person in oceupation of the demised plot the lease of ‘
which if stands terminated under this Act was actually using the demised plot for
industrial purpose and was not otherwise guilty of  violation of any condition of’|
Icase, his applicable for fresh lease shall not be rejected an: he shall be
granted a {resh lease on such terms and conditions as  may be prescribed,

14
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4,
: 'b/
Explanation : For the purpose of this Act, where a  zssee enters into a
partnership agreement or other  cognate arrangement for corrying on any aclivity
whatsoever on the demised plot then notwithstanding anyth g in the Indian
partnership Act (Central Act 9 of 1932) it shall also be deemed to be a violation of
the  conditions of the lcase. "

The "Competent Aulhority” means any authority, officer or person
| authorized by the Government by notilication to perform the
| functions of the Competent Authority under this Act.

; "Scc.S.Eviglion:(l) Where a lease or other arrangement .
with regard to a demised plot stands terminated under sub section (1) of section 3
and where no fresh lease has been granted under section 4, the person in
occupation of such demised plot shall vacate the same and deliver possession -
thereol to the competent authority within thirty days (rom (he date or reeeipt

ol orders refusing to grant a fresh lease; h

- Provided that the period of thirty days aforesaid may  on (he application by
T the person in occupation of the  demised plot be extended by the Competent
.i Authority 1'0r1 a further period of not exceeding thirty days:

Provided further that where there is a structure on the  temised plot the
person i ocCupation of such plot  shall demolish such sty and deliver vacant

possession of the demised plot to the Competent  Autlio; iy within a period of

thirty-days after the expiry of the original period if any granted under this  sub
section,

(2) Where the person in ocgupation of the demised plot fails to demolish the 7
structure within the stipulated time, the demised plot along vwith such structure
b shall - vest in the Government and no compensation shall be payable mrespeet of

such structure.”

| Scction 6 prescribes the procedure for eviction, Any person who disobeys the
order of evictiow'is punishable under Section 7 and he is also liable for paymentol”
damages or mesne profits, as the casc may be, under Scetion §.

Right of appeal s peovided under Scetion 9 against the order passed by (he




Competent Authority, to the State Government. Where the lease has been

terminated under section 3 the State Government shall pay solatjum (o the lessee at
the following rates specified in Section 11

"éq) cquivalent to four months rent for cvery vy
unexpired period of lease where such unexpired period
is nineteen years or less, or

. (b)equivalent to three months rent for every year of unexpired period of -
- lease where such unexpired period ' o

is more than nineteen years but does not exceed thirty

-nine years, subjects to a minimum of seventy six 11 /!

rent, or

(¢) equivalent to two months rent for every year of :
unexpired period of lease where such unexpired period

is more than thirty nine years but does not exceed Uty nine years subject to
a minimum of hundred and seventeen months rent, or

- D) equivalent o one month rent for every year of
unexpired period of lease where such unexpired period
is more than [ifty nine years, subject to aminimum
ol hundred and cighteen months rent,,."

N :

Section 12 to 9 contain provisions relating to
olfenses by Companics, approval ol plans by the Competent
Authority for construction of any structure on the demised plot,
powecr. o stop further construction and other demoliticn of
structures and bar of Jurisdigtion of the civil court to
cntertain any suit against any decision made or order sassed by
~ the 'Compctcnt Authority or the Gavernment under the Act. The
provision of the Act and the Rules made thercunder have been
given overriding cffoét over other laws, under Scction 20 The
State Government is conferred power under scction 2 (o make Rules
~lor carrying out any of the purpose of the Act.. Section 23
conlains a provision for validation, which reads as foll 2ws:

Kabhviin & o
8 i

"23.Validation.. Notwithstanding anything in any
s 16



i

chislntuge- iy

. judgment, deeree or order of any court or other i e e
authority. : .

_Aa) 1o suit or other proceedings shall be maintained

or continued in any court or before any authority

 for the continuance of the lease; sublease or other
arrangement or for the lessee, sublessee or person in

1 oceupation staying on the demised plot and all such
H1 proceedings shall abate; and -

~ (b)no court shall enforce any decree or order directing
“the continuance of the lcase, sublcase or other
arrangement to be in occupation of the demised plot,

cre cannot be any serious doubt about the competence -
f'the State Legislature to make law in question having regard o=
the subject-matter of the impugned Act and Entrics 6 and 7 in
Lyst M (Concurreny List) in Seventh schedule (o (e '
‘Canpgstitution of India, Viz., '

-

}‘(Qj;:L'l1g1[1sl_'q; ol property other than agricultural
,’_\./‘,u_r, wJuiide bl Al 5 .-’ i .
or dapd registration o deeds and docu_md:'nts.

.m,n-il
fortae con

(7). Contacts including partnership, agency, contracts et

U e vl

...t carriage and other special forms of contracts
....but not including contracts relating to -
(22 R PAVA L W
agricultural land",
5_3gg¢

R 5 b ) S S Y

As a matter of __fa(;:t:,'.'l'hc lcarned counsel of the pélitioncrs hove
been fair cn

o

ugh not to question the competence of the Siat:

l’f"ié;_Ilif;chcr contended by Mr.P.Ramachandra Reddy,
unsel for the petitioners, that -
iz ‘j‘:(_:;‘:- AT

e

‘,{‘!.,1,1,1',!131!0“ of lease is based on contravention of

lerms: dP‘-l‘é‘aSit:‘i“Wifl]out giving opportunity {0 a lessee as (o the

o i $
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contraveintion of the terms, a lease cannot be terminated.

Whether leasc is to be terminated or not is a matter to be

adjudicated upon by the court and that power of the Judiciary is
usurped by the Legislature in terminating the lease under the provisions
of the Act; !

(2)- Termination of all leases and vesting of the
demised plots in the State Government amounts to expropriation
and termination of all leases when only some of the lessces are
alleged to have violated the terms of the lease, is arbitrary;

- (3) The provision of the Act are discriminatory and
deprive the petitioners of their right to carry on the trad
business and their right to livelihood, apart from the right to
property. Thus, they're violative of Articles 14, 19 (1)(g), 21
and 300-A, of the Constitution of India;

! i
a=ilf agnge b A re foy o
v LI RN C 1H 1O L) L

JUGISHHCG vpuh Oy e o bl b ‘
1(}‘)WlaL:1 _ll,]__q;:]qssccs had invested huge sums ol moncy by
sctting upundustrics on the demised plots and a Jarge number of
workien were cmployed in those industries, the termination of
[cases undc'riihc Act 1s subversive of the rule of law;
;f_(5911313‘1\‘}1.;]);‘pvi;;iol)s ol the Act are, even otherwisc,
oppressive inicharacter and (hey impose unrcasonable restrictions

“owthe fundamental right of the petitioners under Article 19(1)

() to carry on the trade or business; '
N
(O)kixplanation to Scetion 4 aperales retrospectively

and itis.arbitrary; '

4 55 Atd b, Iy

- (7)Solatiuny paid to the lessees is not the nature of

compensation and it does not salisfy the requirements of Article
300-A read with Article 14 of the Constitution;

Y (SJthn the land is being used for industrial purposc,
sy TRt il A YRLIER (1 sl g . \ N o
it1s unfair'and unreasonable to terminate the existing leascs

P R e e e 18
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1o consider applications for grant of fresh leases agam for . @

.......

.'ll‘\, VCIy Same purpose.

(Q)lhc Compctcnt Authority, who is subordinate to the
Statg Govcmmcnt is vested with the powers under Sections 4 and

Stocey

ict k,ssccs dcmo mh the structures and decide whether

any contravention of the terms of the lease was committed by the
lessee of not, for considering his/its application for grant of
{resh lease in his/its favour. he, not being a judicial

i \uthouty, the entire process of cv1ctmn and granting ol fresh

leasc 1s 1rb1tr.1ry, and

(lO)As a matter of policy, when the State
Governmentiis establishing industrial estates at various places
in the State for the purpose of encouraging the establishment ol
industrics cither by letting out or selling the plots in favour
| olthe unlmguquuu;,dhu impugned Act under which the existing
lcases granted for industrial purpose stand terminated, is

o disu_m\m,m,lg_ly._‘_
|
While adjudicating upon the constitutional
validity.of dl}/\biol o provision therein, we have to bear i
mind somg 01' (the salient principles.cnunciated by the Supreme
Court in that regard. -1t was observed in SARUP SINGH Vs, STATE
OF PUNJAR (1) at page 864, thus:
:1L‘ 23l
ol Lllus Court cannot be called upon to
cmbarked on an inquiry into public policy
orilnvcstu_.,atc into questions of political
wlsdom nor even (o pronounce upon motives
‘ : ol lhb legislature in enacting a law which
Nt _ LL;;\_ olhuwmc wmputu)t to make"

In SAGIHIR, AUMAD Vs, STATE OF U.P. (), itis obs:

"In tl_u; last century when the 'laissez faire’
: 19
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doctrine held the field, the primary function | @
ol a State was considered to be maintenance of
law and order and all other activitics were lell
to private competitors. That conception 1S NOW
* changed and in place of the 'police State! of old,
we are now having a 'Welfare State' Chapter IV of
ol our Constitution which lays down the Dircctive
Principles of State policy clearly indicates what
"{he functions of a State should be and many thing
. which could not have been considered as State
‘functions when the case of - 'P. and C. Steam
Navigation Company's case' was decided, vyou! ld
certainly come within the legitimate scope o(
Sla\tc dutics....... !

Whenever a question relating to constitution

" of an Act is 1o be considered, three things

1. A.LLR. 1959 SC 860
2. A LR, 1954 5726
have to be kept in mind, as was observed by a e)ivis:iw Bench
[ this Court'in SATYANARAYANA V. EG.C. & T MARKET COMMITTEE
(- ) at-page 401

'As was pointed out by the Supreme Court when the

_ alldlty of an Act is called in qucstlon the first

thing for the Court to do is to.examine whether the

Act is a law with respect Lo a topic assu,m,d to the

particular legislature which enacted it if it is, then

the Court is next to consider whether, in the case of
an Act passed by a legislature of a State, its

operation extends beyond the boundaries of the State,

[or under the provisions conferring legislative powers

on it, such legislature can only make a law for its territorics or

any part thercol and its laws cannot, in the abscnce of a territorial nexus,
have any extraterritorial operation. If the ‘
impugned law satislies both these tests, then finally

the Court has to ascertain if there is anything m

e . 20

A



el SR S

other part of the Constitution which places any iciic:
on the legislative powers of such legislature”.

As we have already mentioned | there can be no
controversy about the competence of the State Legislature to make
the law In question in having regard to the Entries 6 and 7 | ist
11 of Seventh Schedule

(3).ALR 1959 AP.. 398

to the Constitution. It is truc that the petitioners herein and
some others have been granted leases of respective plots in
Azamabad Industrial Arca for using them for industrial purposes.
A lease can be determined for contravention of any of the terms
of lease or by operation of law. It is mentioned in the preamble
to the impugned Act that it has come to the notice of the
Government that certain lessees are putting the plots or portions
ol plots to unauthorized use and certain other lessees are
misusing the valuable industrial urban land for residential
purposes and also for warehousing activity. It has also come to
the notice of the Government that some lessees are subletting or
transferring the plots or portions ‘of those plots by entering

nto clisguiscd‘punncrships and transfer of shares of comp:i:

10 seewre ledschold transfers. It is stated that some of the

lessees are collecting huge amounts through such unauthorized use
ol the plots or portions thereol. Even in cases of gross misusc
and violation of terms of Icase, the Government was unable (o
resume possession of the plots or portions thercof duc to lact nac
i the lease deeds and long drawn civil litigation.

In the counter affidavit filed on behalf of the
stateGovernment, various instances of the lessces having created
various subleases in favour of third partics have been given. So
also, particulars of large extents of leased out land being
Kept vacant for a number of years, have also been mentioned. I
1s averred that some of the lessees have made unauthorized
constructions in violation of the terms-of lease and have
any idustry.



~“Fhere is no dispute that Azamabad Industrial Arca
is situated in the heart of the metropolis of this State and
there has been abnormal appreciation in the value of the Tand
over the period. Itis the specific case of the State Government
that the "Industrial Area has become the plaything of
unscrupulous lessees subletting or transferring plots or
portions of plots by entering into disguised partnerships or
misusing the valuable industrial urban land for residential as
also for warchousing activity and collecting huge amounts through

‘such unauthorized use of plots or portions thereof. In most

cases, major portions of plots are left unutilised because there
was no burden on the lessees/occupants, as the rent being paid
to the Government is very low. On account of these
unlawlul/unauthorised activities, the Government are put to Luge
loss and are subjected to long drawn civil litigation when
correclive action is sought to be taken against the persons and
meanwhile violation of terms of lease continues. Thus, the very
purpose for which the industrial Area at Azamabad was
established and the plots were leases out to various persol
low rents ior lonn periods upto 99 years has been defeated a d an
unlawlul real estate activity has sct in. Such highly valuable

and costly land is also yu,idmg, as at pl csent a muc pittance ol
revenue to C‘ovcrnmcnt

ln that back wroun(l we hiave to consider

whether the provisions of the Act providing for termination o+
lcases, vesting of the plots in the State Government, cvict:
ol the lessees (rom the demised plots and consideration «
application of the lessces for granting fresh leases, arc
violative of Amclc,s 14, 19 (1) (g), 21 and 300-A of the
Constitution. In that context, the'future question as to
whether the prov1s10ns of the Act amount to usurpation of the
powers of the Judiciary by the State Legislature is also pressed.

Whether the terms of lease have been violated |
cither 'L.hc lessee or the lessor and whether the leasce 1s hable
to be terminated by reason of contravention of any of the terms
of the lease, it is contended by the learned counsel for the
petitioners, are matters which can be adjudicated upon by a civil
court and under the guise of exercising legislative power, the
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“ate Legislature cannot usurp the powers ol the Judiciary. We :
| o not {ind force In (he contention of the learned counsel. A ' @
| ".use can be determined either by act of the partics to the lcase
Jeed or by operation of law. The State Legislature is compeiet
.o make law in respect of any matter relating to transfer of
property and contracts including partnership. By virtue of the
srovisions of Section 3 of the Act, all leases entered into n
respect of the demised plots in Azamabad industrial Arca stan
rminated notwithstanding anything contained in the Indi
“ontract Act, 1872, the Transfer of property Act, 1882 o
other Taw for the time being in force and the terms and
conditions of any lease. Thus, by operation of law made by @
competent legislature, the leases stand terminated.

However, it is urged by the learned counscl for
(e petitioners that the dispute regarding termination of
lcased: being a legal dispute, can be determined only by @
properly constituted judicial body and a legislation providing
for lermination of leases without judicial adjudication, thereb:
dcpfivihg the petitioners of a valuable right to seck redressal
in a civil court, which any other lessee is entitled to, offends
Article 14 of the Constitution. This contention is sought to be
supported by a decision of the Supreme Court if AMMERUNNISSA
vV MAHBOQB BEGUM (4). Inthat case, the validity of Waliuddowala
'_)"_wciussiun'uu'{_, 1950 came up for consideration before the Supreme
Courl. That Act was passed with the avowed object of terminating
the disputed among the rival claimants in regard to succession to
the estate of late Nawab Wwaliuddowala. For the following rcason,
it was held that; the provisions of the'Act were violative of

Article 141 .. ! !
“In the case before us what the legislature has
done is to single out two groups of persens
consisting of two ladies and their respective
children out of those who claim to be refated to
late Nawab Waliuddowala and prevent them from
getting any share in the personal property of the
latter Lo which they might be entitled under the
general law of the land. They claim to be wives

2



' 2
and children of the deceased and as such entitled ' @
to have shares in his personal estate and no
competent court of law has as yet negatived their
claims in this:respect. On what

(4) ALR 1953 SC 91

Principle then, it may be asked, was the
disability imposed upon these persons alone while
the claim of the other claimants was accepted?
Nay, the legislation goes further than this and
denies to these specified individuals a right
to enforce their claim in a court of law, in
accordgnee with the personal law that governs
the community to which they belong, "l'hcy, inf
have been discriminated against from the rest of
the community in respect of a valuable right which
the law secures to them all and the question is,
on what basis this apparently hostile and...” S e
discriminatory legislation can be supported?"
i |
"Thcudisputc regarding succession to the estate
of the Nawab was a legal dispute pure and simple
and without determination of the poits in
issuc by a properly constituted judicial tribunal
a legislation based upon the report of a non-
Judicial authority and made applicable to
specific individuals, who are deprived thereby of
valuable rights which aré enjoyed by all other per:
occupying the same position as themselves, docs |
opinion, plainly come within the constitutional i
of Articles "14".

Bul, while striking down the provisions of the Act, the Supreme
| Court pertinently observed:

| "ILis well settled that a legislature which
has to deal with diverse problems arising out
24




of an infjnite varicty of human relations must,
of necessity, have the power of making speei!
laws to attain particular objects; and for thaot
purpose it must have large powers ol sclection
or classification of persons and things upon
which such laws are to operate. Mere
“diffcrentiation or inequality of treatment'docs
not 'per s¢' amount to discrimination within the
inhibition of the equal protection clausc. To
attract the operation of the clause, it 1s
necessary 1o show that the sclection or
dillerentiation is unrcasonable or arbitrary; tha.
i docs not rest on any rational basis having
regard to the object which the legislature has i view.,"

‘That was a case of a dispute between number ©
cluimants for succession to the estate of the deccascd Nawab. By
virtue of the impugned legislation, disability to claim succession

" {0 the property was imposed only on two scts of claimants while

e claim of others was aceepted. Such disability was imposed
on the basis of the report of the legal advisors Incgutiving the
claims ol one sct ol claimants. They were disériminated against
and deprived ol the right to enforee their claim in a court of
law, in accordance with their personal law. In those
cireumstances |, the provisions of the Act were held to be
discriminatory and arbitrary. We will deal with the question
relating to violation of Article 14 with reference to the
provision ol the impugned Act at a later stage.
o

But, at present, we have to consider whether the
decision relicd-on by the learned counscl {or the pctitioners
lays down any principle that a lease entered into betwe:n the
Government and a private party cannot be (erminated by operation
of law because it is a pure and simple legal dispute that can be
adjudicated.by a Court of law. no such principle has been made

cnunciated by the Supreme Court. That was a case arising between

rival partics relating to succession to the estate of a deczased

" Nawab. The question was whether one of the parties can be
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was alegal dispute pure and simple and without determinatior of

Lﬁ!

rived to enforee their claim for suceession i a court ¢!
while the right of others has been recognized ol the Act,
Lll was questioned. 1 that context, the | learned Judges |

I
Wil

C the dispute regarding succession to the estate of the Na

S point i issue by a propely constituted judictal tibun i,

+legislation based upon the report of a non-judicial

uthority and make mphL ble to specilic mdlvulu s was violative of Artiele
L4 ol Cie constitution of India. In the present case, the State eislature has given
¢ rensons in the Preamble to the impugned Act justifying | _ :1'1701"&“()!! of
scetion 3 terminating all the leases in respect of all the denused plots of Azamabad
Industrial Area. Therelore, that decision in our view has no relevance to the facts of
the present case.

In the other case, i.e. RAM PRASAD V. STATE OF BIHAR (5) cited by the
lcarned counsel for the petitioners, the constitutional validity of Bihar Sathi Lands
(Restoration) Act 34, of 1950 was challenged. Under the provisions of that Act,
two individuals and one solitary transaction entered into between them and another
private party viz, Bettiah Wards Estate, had been singled out and the transaction
was declared to be a nullity. Therefore, the provisions were held to be
Jiseriminatory and arbitrary. Emphasis is laid by the learncd counsel on the
obscrvation made by the Supreme Court while go declaring the law to be violative
ol’ Article 14 ol the Constitution of India, that the legislature declared the tran=action
1o be a nullity although there has been no adjudication on the point by a judiciai
tribunial. 1t was held that the legislature had singled out the two individuals and
denied them the right" Which every Indian citizen possesses Lo have his rights

adjudicated upon by a judicial tribunal in accordance with the law which applies to

is case. The meancst of citizens has a right of access to a Court of law for the
redress of his just grievances and it is from this right that the lessees have been
deprived, by this Act." For the very same reasons assigned by us with respeet to
the earlier decision relied on by the learned counsel for the petitioners, we hold that
this decision also has no application to the facts of the present case.

It is, however, vehemently urged by the learned counsel for e petitioners that the
provisions of scction 3,4 and 5 violate Article 14 of the constitution of India and
those provisions are both arbitrary and discriminatory. The object of the impugned
¢t is to terminate all leases on the ground that the lessees have committed breach

of the terms of lease. The leases are determined without givir 2 any opportunity to
the lessees. ‘Whether any lessee has violated the terms e ¢ is a matter for
decision by a civil court and the petitioners herein have byen deprived of the right to
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have an-adjudication by the civil court regarding the violation of the terms of the -
lcase as in the case of other persons who are similarly si.aated like the petitioners
herein .+ The further object of the act is to enhancc rents and to grant fresh leases in
favour of such of those: persons who are held to have not contravened the terms of
the lease, by the Compctcnt Authority. There is no reason why those lessces who
have not acted in violation of any of the terms of the lease shall be subject to the
ordeal of making an application for the grant of fresh lease. The Competent
Authority, who ts entrusted with the function of deciding whether any lessee is
guilly of violation of any conditions of the lease, is the one who does not have any

egal or judicial background and his decision is subject to appeal by the State

Government. In respect of other industrial estates, the State Government is offering’

‘developed plots therein for sale or lease, as the case may be, to the persons

interested but in the present case the State Government has meted out a differential
teatment (o the lensoen of the Azammbaed Tnduntrinl Aven For all (hese o rensons, the
provisions of Scection 3,4 and S are arbitrary and discriminatory.

It is well settled principle of law that "a legislature which has to deal with diverse
prohlum m‘lqmg out of"an infinite variety of human rclations must, of necessity,
lave' lln. powur “of e 11\1115 spuuql laws to atlam particular objects; mul jar that.

pur posc 1t st | h.wc large poWérs ofselecllon or classilication of ])LF')RJ]S dll(.l
lhmbs upon w[u(,h such laws are to operate. Mere diflerentiation or muquallly of
treatment dou; not' per s¢' amount to discriminption mth 1 the inhibition of llw cqual

protection clausc "(vidle AMEERUNNISSA V. MATIROOB BEGUM, 4 supta).
A classlllc.,l,tlon may properly be made on territorial ';‘ is germane to the
purposes of the enactment (KISHAN SINGH V. RAJAS TIAN STATLE (6). In the
prcamblc to the Act, elaborate reasons which promptcd [IIL State Lcyslalurc to
maku thc im‘pugncd Act have been mentioned in detail. The A/,amalnd Industrial

Arcais fomlcd in the heart of the city of Hyderabad and there was abnormal -
apprccmlmn i the value of the land. It has come to the notice of the State
Qovcrmncnt that some of the lessees have sublet or (rin5! \.;;;-J some plots or
pumons lhcrcoi by entering into disguised partnerships y have been collecting
huge mnounts through such unauthorized usc of the plots bom(, of the lessees have
been puttmg, the plots to unauthorized use and certain other lessees have been
misusing the valuable industrial urban land for residential purposes, as. also for: -
war(,hg)usmg, achly and collecting huge sums of money. Eveni in case. of &,russ
mlsut.c and woldtron of the terms of lease, the State Government was, unal)IL 10
rcsumc, I)OSSLSMOR ol the plots due to adoption of difTerent formats ol Iease decds
with varymg, terms and conditions and lacunac in the lease deeds dnd also ducto
long dmwn uwl !mmmon The State Government has been eceiving paluy rent
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from such a Lrge extent of valuable urban Land, In thosc ;;|w|1151:1||cc§, the State -
Legrilature thought it necessary to make law terminating all the qub’c.?‘ m respect ol
the demised plots of Azamabad Industrial Arca. This Industial area s, thue ot
comparable to the other industrial arcas which are mosth codbon the outskirts off
uther towns or cities in the state. The location ol the arca, the value of the land, the
ow rate ol income fetehed by the State Government and the misuse to which many
U the demised plots have been put to, justify the dilferentiation of this industrial
arca from the rest of the industrial areas. Some lessees have sublet or translerred
the plots or portions thercof by entering into disguised partn :rships and transfer of
shares of companies. Due to adoption of diflerent formals of Tease deeds with
varying terms and conditions, lacunae in the lease decds and also due Lo long drawn
civil litigation, the Government was unable to resume posscssion ol the plots even in
case ol gross misuse. The plots were leased out to diflerent persons for long |
periods upto 99 years and the State Government has been paid very low rent. The
'essees inrespect of lots situated in such an industrial arca can be (reated as a class
‘. by themselves and such a classification, for the purposc of termination of leases by
l‘ operation of law, cannot be said to be discriminatory, The Icssees in the present
case cannot compare themselves with lessees of other indust-ial areas or lessees in
gencral and claim that they shall not be deprived of the right to approach a civil
courtand get the matters relating to alleged violations of the conditions of the lcase
L adjudicated upon, ‘ .
o e s - | ;
o Datiti, however, submitted by the lenrmed counsel For the petitioners that when the
leyaslative ;';u[i_y.‘_\; 15 piven conerele shape i the form ol o statate and the PrOVESTONY
ol such a statute violate any of the fundamental rights including the one under

Atticle L, the same shall be held 1o be invalid. In support ol this contention,
rehiance is placed on the decision of the Supreme Court in AL KALRA V. P& 5
CORP.LQFINDIA LTD (7). As pointed out by the Supreme court in SARUP
SINGH VLSTATE OF PUNJAY, (1 supra) the ccurt cannot be ealled upon tor
embark on an inquiry into public'policy or investigate into questions of political
wisdom even to pronounce upon motives of the legislature of enacting a law which
1Lis otherwise competent to make. '

i the case of this nature where number of leases in respect o6 vast extent of
valuable land are involved, it would be impossible to recover possession and
preventmisuse of the land by the lessees within a reasonable time if a notice is to be
eiven to each and:every lessee before a decision is taken for determination of lease:
When a lease-stands terminated by operation of law, question ol giving an
opportunity to-alessce before such termination, will not arisc. The legislatug
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thought it fit to terminate all the leases and provide an opportunity to such of those
lessees who have not contravened the terms and conditions of lease, 1o apply lor a
fresh lease. On receipt of the application, the competent authority may grant a fresh
lease, il it is satislied that the applicant is not guilty of violation of any conditions of
the lease,

Beeause the land belongs to the State Government and the Competent Authority is
appointed by the State Government, we have o consider v hether it can be said that
(he State Government, acts as a Judge inits own causc, in pacticular in view of the

- lactthat the decision of the Competent Authority is subject to appeal to the State

Government ? Whether a lease can be granted or not and whether any violation of
the terms and conditions of the lease has been commitied by the applicants, arc
matters which can be dealt with by a responsible authority  Under the impugned
Act, the Competent Authority is required (o record its reasons in support ol the
decision taken by it cither granting or refusing to erant [rech lease and its decision is
subject to appeal to the State Government. Wheri'the Legrature m its wisdom
thought it fit to entrust the function of deciding whether a particular applicant had
committed breach of the terms of the lease or not, for the purpose of granting a fresh
lease to him, to an Authority appointed by the State Gover~ment, it cannot be =id

‘that the State Government is acting as a Judge in its own cause. The refusal or

granting of fresh lease depends upon whether the applicant has violated any
conditions ol the lease or not and the decision has (o be 5., ported by reasons to be
recorded by the Authority. 1t cannot be presumed that et the Competent
Authority or, the State Government will act with prejudice cpamst any party. They
are bound to decide a matter on its own merits. Therefore, we do not find foree in
the contention ol the learned counsel,

Under the Orissa Forest Produce (Control of "Trade) Act 22 o 1981, the State
Government issued a Notification dated December 9, 1982 directing that the Act
shall comesinto foree at once in the whole ol the State of Oriyy Therealter, the
Government refused o aceept royally from (he appellant in Vs LITRAL C & (1)
LTD VS STATLE OF ORISSA (8) in respect of ¢ertain forest divisions on the
ground lhal“_thc notilication had the effect of rescinding the existing contracts
between the Government and the appellant. While considering the validity.of the
notification, the Supreme Court declared in A.LR 1987 S¢ 1954 that (he notilication
was not applicable to the forest produce grown in Government forests and it will.
not, therefore, be open to the Government to treat the contr =t of the petitioners os
rescinded. Subscquently, the Government of Orissa promulcated an Ordinance
purporting to render the decision of the Supreme Court incllcetive. The validity of’
29
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the ordinance was challenged before the Supreme Court on the g,lound that the
Ordinance encroached upon the judicial power.. Kepelling tic conteniion, if was
held that the notification dated December 9, 1982 had been validated under Scction
5 of the Ordinance, notwithstanding any judgment, decree or order ol any Court Lo
the contrary. According to the ordinance, the Nolil'ic'n o shall be deemed to have
been issucd in respect of sal seeds grown or found i ¢ srnment forests.,
Therelore, the Supreme court held in the subsuqucnl deeision that the contracts for
collection ol sal seeds stood rescinded by the impugned notification, and the
notilication did not suller [rom any infirmity as the deleet pointed out by the Court

- was rectilied. ) |

The lollowing observation made by the Supreme court in RADHAKRISHNA
AGARWAL VS, STATE OF BILIAR (9) at page 1501 coraph 10) relating o 4
the rights of @ party Lo a contract, 1S apposite:

"In this sphere, they can only claim rights conferred upon hem by contract and are
bound by thé terms of the contract only.unless some statute steps in and conlers
some speeial statutory power or obligation on the State in the contractual 374
which is apart from contract” (emphasis supplicd) '

Contractual rights arc always subject to the statutory provisions which nnpinge upon
cither. the contract as a whole or any right therbunder. The lessees ol Azamabad
[ndustrial Area constitute a distinet and separate class by thes nselves and the
(crnunation of all lcases cannot be S'ud to be either discriminatory or arbitrary.

YCL ano_thcr contcnlion which'is vehemently urged by the learned counsel for the
pctitioners is that some of the lessees have established industries in the demised

plots by investing huge sums of moncy and by virtue of the provisions of the

impugned act, they are deprived of their fundamental right to carry on trade or.

business under Article 300-A of the Constitution of India. The provisions of the Act
completely annihilate the fundamental right of the petitioners to carry on business

and 1t 1s not a casc ol imposition of restriction on their right. In that conlext, it is
submitted that even otherwise, the termination of I¢ases and vesting of the demised .
plots in the State Government under Sccetion 3 of the Act amounts to acquisition of
property ol the petitioners and as no provision is made for payment of compensation

in the Act, the termination of leases is illegal and mproper. This argument i I
countered by the learned Government Pleader stating that che petitioners do not have '
a fnd: m\i:nlnl right to carry on trade or business inoa pacrtieolor suen or ||lm o The
pEULONers e nol prevented from ¢ irying, onany eade o hoe .uu'- ol the choee
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by the impugned legislation. Under the terms ol a lease entered into by them with
the State Government, they cannot claim a fundamental right (o carry on trade or
business. Right to property is no longer a fundamental right « (ter the deletion of
Article 31, Questions pertaining to payment of compensatio  and its adequacy are
no longer justiciable and by virtue ol LEntry 42 i List HT ol the Seventh Schedule (o,
the Constitution of India, the petitioners cannot cluim any right to compensation.
Under the provisions of the Act, the leases have been terminated (or valid reasons
and vesting of demised plots in the State Government by reason of termination ol

| leasces, by operation of law cannot be characterized as acquisition of property and
‘even otherwise provision is madé under Section 11 for payment of amount by way
ol solatium, which is in the nature of compensation. ‘ '

As o what constitutes reasonable restriction under Article 19(0) of the Constitution
has been explainéd by the Supreme Court in a number of cases mcluding .
ARUNACHALA NADAR VS. STATE OF MADRAS (10) and MD FARUK VS,
STATE OF M.P (11). The question is whether a lessee can claim a fundament!
right to carry on trade or business on the basis of the terms of a contract and
whether the determination of contract for one reason or the ofher amounts (o

| interference with that fundamental right. It is submitted by the learned counsel for
| the petitioners that in deciding the question relating to infringement of a fundamental
« raht the court has to consider the direct and inevitable consequence or effectof the
1 impugned act on the fundamental right of the pqtitioners to carry on their trade or
business.. The right.to property being the basis or foundation for the exercise ol any
fundamental right the validity of the action depriving a citizen of his property has to
be decided on the touchstone of "

Articles 14, 19 and 21 of the constitation of India, ‘The Lo counsel have drawn
vurattention to the decision of the Supreme Court in MANLERA GANDIIL VS, .
UNION OF INDIA (12) wherein the learned Judges have held thus: :

' 1

> Lt A I
“The pith and substance theory was thus negatived in the clearest terms and the test
appliecd was as to what is the direct and inevitable conscquence or effect of the
impugned State action on the fundamental right of the petitioner. It is possible that
| vagiven case the pith and substance of the State action mav (o with a particular
| fundamental right but its dircet and inevitable effect may be on another fundas iq]
nght and in that case, the State action would have to meet the challenge of the latter
‘undamental right. The pith and substance doctrine looks only at the objeet and
subject-matter ol the State action but in testing the validity of the State action with
| reference to fundamental rights, what the court must consider i the direct and
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incvitable consequence of the State action. Othenwise, the protection of the
fundamental rights would be subtly but surcly croded."

Relaying on the decision of the supreme court in M/s.Vij Resins Pvt. Ltd. VS State
ol J&K (13) wherein it was held that the right t0 ==-mmcme oo

(12) A.LR. 1978 SC 597
(13) A1R. 1989 SC 1629

exploit or utilize particular forest under Government orders or contracts amounts to
‘poverty' and a citizen is entitled to protection under Article  9(1)(f) and Article
31(2) ol the constitution, it is asserted by the leamed counse: that the right to
continue in posscssion of the demised plots and carry on trac 2 or business amoin.{.,
to right to property. That was a decision rendered under Art cles 19(1)(f) and 31(2)
ol the Constitution of India. Apart from that, under the lease deeds executed in
favour of the petitioners herein except the right to possession of the demised plots,
no other right is conferred on the lessees. When the leascs (- omselves are
lerminated, the right to possession automatically vanishes  Alter the cessation of the
right to possession, onc cannot claim any fundamental right referred to above in
respect of such property. [ the contention of thie petitioners is accepted, it leads
o this result., Where the lessee has been carrying on trade or business in a demised

(V]

plot, the lease’can never be terminated even in a clear case of violation of the terms

and ¢onditions-of the Jlease.

The'decision of the Supreme Court in M.M. PATHAK VS. UNION OF
INDIA'(14) has no application to the facts of the present case . The question for
consideration in that case was whether nullification of the scttlement entered into
between theiworkmen and the manadgement of the Life Insurance Corporation of
India for payment of annual cash bonus, under Section 18 of the Industrial Disputes
/ety by the Life Insurance Corporation (Modification of Settlement) Act (72 of
1976) was valid, :mld whether it amounted 1o interference with the fundamenta; rigil
to property and:compulsory acquisition of property without payment of
compensation. - Another aspect which was dealt with in that cace was
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“rovernment and fate FLM. Yousuf and his sons. The period of
-ommenceing from 6-6-1352 Fasli. It is stated that at the time of

practically represented the sale price of the land at th
[OS Rs:50.70 In the light of those facts, it is contended by the leame

Whether the elfect of scttlement, which was held to be valid by a Judgment of a
High Court which became (inal, can be nullified and whether the provisions of the
Act can take away the cfleet of the Judgment. The learne Judges held that there ‘
was nothing in the impugned Act, which set at naught the ¢/fect of the judgment of
the Zaleutta Fligh Court or the binding character of (e 1 fb ol mandamus issued
against the Life Insurance Corporation of India on the basis of the settlement of the
Corporation. It was further held that the workmen had absolute right to receive
annual cash bonus from:the Corporation under the terms of the agreement and it was
not competent to the Central Government to give any direction to the Corporation
to refuse or withheld payment of the same. In view of Articles 19(1)(1) and Article
31, it was held that the provisions of the Act deprived the workmen of their right to
broperty. Thus, it was a case of settlement, the binding effect of which is
governed by Section 18 of the Industrial Disputes Act. The right of the workmen o
receive the-annual cash bonys was considered with reference to the provisions of .
Article 19(1)(£) and Article 31 Apart from that, there was 2 specific direction by
the Caleutta High Court to pay the bonus to the workmen in terms of the settlement,

n those circumstances, it was held that the provisions of the impugned Act were
unconstitutional. .

i

A person can be deprived of the right to property under Article 300-A of (he
Constitution by law enacted by a competent legislature, In our view, the termination
ol lease by operation of law does not amount to taking away onc's property.
Assuming: (hat i]u: determination of a Jease amounts to acquisition of property,
provision is made under Seetion 11 of the Act for payment o amount by way of’
solatium and.adequacy of compensation of the amount s no longer justiciable.
Pherelore, we do not [ind any substance in the contentions o]

the learmned counsel
orthe petitioners,

In-Writ Petition No. 12228 of 1992, it Is submitted by the e

————

the Tease had been granted in respeet of plot Nos. 14/1 and 24/2
A¢.2.366 i favour of late ILM. Yousuf and his sons, who are

" 6-6-1352 a8l

irned counsel that
admeasuring
> the petitioners herein,
and-they have been delivered possession of 1o plots on that date,
L September l, 1965, a lease deed was executed between (e respondent
S0y ‘case if 99 years
“granting of lease on
ay ol premium, which
at time, apart from yearly rent

d counsel
i the petitioners that, the petitioners are the absolute owners of (e land and the
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termination of lease under Section 3 is arbitrary and violative of Articles 19(1)(g),
21 and 300-A of the Constitution. It is further submitted that in respect of the very
same land, orders have been passed by the State Government terminating the lease
in G.O.Ms No.89 J0.89 dated Feb. 18th, 1985, Questioning the validity of the same, the

LLmncrs and their father filed O $.N0.209 of 1985 on the file of the i Additional
Judge, City Civil Court, Hyderabad for a declaration that the termination of lcasc

| was illegal and improper and for permanent injunction restraining the State
Govermnment from interfering with their possession: I'he suit was decreed as prayed
Toron April 15, 1986. Aggrieved by that Judgment and Dccree, the State
Government prdmul appeal in C.C.C.A No.118 o5 1987 on thic fiic of this Court
AmI the same is still pending. In that context, it is submitted by the learned covnse!
for the petitioners that the impugned Act has been passed to defeat the deeree of the
Civil Court, and in particular, when the appeal is filed by the State Government is
pending, the State Legislature 1s not competent to make a law reversing the decree

ol the civil court which amounts to excrcise of judicial powers '

We are not inclined to accept any one of the contentions raised by the learned
counsel. As we have already mentioned, the termination of lease by operation of
lmv does not elfect any one of the fundamental rights of the petitioners, Evenif :
T some amount had been collected by way of premium at the time of granting lease in
| 1352 Fasli in favour of the petitioners, the lease ¢annot be treated as an outright
sale. The'impugned Act contains specific provision for val Jation of the -
proceedings, ncorporated in Section 23.

-~

""23. Validation. Not withstanding anything in any*judgment, decree or order of any
court or other authority, - 8, 2 |

() no suit-or other proceeding shall be maintained or continued inany court ..
belore any duthority for the continuance of the lease, sublcase or other arrangement
or for the Iéssee, subleases or person in occupation stayimg on the demised plot and

allbsuch procecedings shall abate; and

(b) no court shall enforce any decree or order directing the continuance of the lease,
sul')Iu:tsc or.other arrangement to be in occupation of the demised plot.”

The suit rclcrrcd lo-above was decreed by the civil court ho'ling that entering into
pmlncrehlp and assigning land in favour of the partnership did n ot amount to

LT
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sub-lcase. That basis of the judgment had been taken away by the Explanation to
Section 4 of the Act, which reads as follows:

"Explanation: For the purpose of this Act, where a lessee enters into a partnership
agreement or other cognatcarrangement for carrying on any activity whatsoever on
the demised plot then notwithstanding anything in the Indian Partnership Act
(Ccnlml Act 9 of 1932), it Sh’ﬂ also be deemed to be a violation of the conditions of
the lease.!

?t 1s 2 well settled principle of law that the legislature has the competence to make

Lo removing the defect pointed out by a Court in its Judgment and by reason of
such altered legal position, if the cffect of the judgment is nullified, it cannot be held
that the validating legisfation is unconstitutional or invalid. Such exercise of
[caislative power does not amount to exercise of ;udlu W po

[tis, however, vehemently urged by the learned counsel for the petitioners
that by virtue of the Explanation to Section 4, which is a deeming provision, a new
condition which'is contrary to the existing prows‘ions of the Indian Partnership Act,

1932, stands inscrted in every lcase deed, by reason of which a lease, which is
otherwise notterminable, becomes terminable. Such a provision is arbitrary and!
unreasonablel. We do not see force in.the contention of the Icarned counscl. 1t 1s
within the competence of the Legislature either to make L with retrospective
effect orincorporate a deeming provision. Under Section 20, the provisions of the
Act have overriding effect over any other law for the time being in force or any
custom, usage or agreement, or decree or order of a court, tribunal or other
authority. If a third party is inducted into possession of the demised plot under the
guise of a partnership agreement thereby defeating the very purpose for which the
lcase has been granted in favour of the lessee, we arc unable to persuade ourselves
to hold that the Explanation is cither arbitrary or unreasonable

In Writ Petition No.12235 of 1994, it is contended by the learned counsel for
the petitioner that about 100 employees have been working in hic petitioner's
“ndustrial establishment and by reason of the termination of the lease, not only the
lessee will be deprived of his livelihood but all the employees will be'thrown out of
unploynu.nl and it amounts to violation of Article 21 of the Constitution. it is true
that the right'to life includes the right to livelihood and that "life in its extended-
horizon today includes all that gives meaning to a man's life including his tradition,
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culture and heritage...." As we have already pointed out, this is a case relating to
determination of leases by operation of law. None of the provisions of the
impugned Act can be characterized as interfering with the right of any person to cak
out his livelihood. If a Iessee has contravened the terms and conditions of a lease,
suchu lessee cannot seck any protection from the consequences that flow out of
such contravention, by pleading that some persons employed by hum will be

| deprived of their right to livelihood. -

—_—

Writ Appeal Nos. 741 and 800 of 1993:

Writ Appeal No.741 of 1993 arises out of Writ Petition No. 7696 of 1993
whereas Writ Appeal No.800 of 1993 arises out of Writ Petition N0.9795 of 1993,
Both these appeals pertain to the leasehold right in respect of the same land..In
order to appreciate the questions that arise for consideration in both these appeals, it
would be useful to refer to the relevant facts.

M/s.Mohammad Yousuf, Mohammad Basheer, Mohammad Mahmood and
Viohammad Khursheed has been granted lease on 6-6-1352 Fasli corresponding to
10-3-1943 by the then Government in respect of plots bearing No.s14/1 and 24/2
admeasuring Ac.2.366 in Azamabad Industrial Area, on a rent of OS Rs.50-70 per
annum. It is the case of lessees that they paid O$ Rs.4066 as premium which
represents the'sale price at the time of granting of lease. It is stated that the lessees
nave been'cartying on business on the demised plots under the name and style
Yousuf & Co ! n the year 1957, the lessees inducted M/s.Navneetha Ol Industrics
(3rd respondént) into posscssion of a portion of the demised plot on a monthly rent
basis. On November 7, 1960, the State Government informed the lessees that they

Jall terminate the existing sublease in respect of the demised plot and start Lyeing
«nd Printing industry. On September 1, 1965, a lease deed waus exceuted by the
state Government in favour of the appellants in respect of the said plots for a period
0l'99 years from 6-6-1352 Fasli.

| One ol the covenants of the lease was as follows:

»

N - and also will not without the previous consent in writing oi (he lessor use or
it the said premises or any part thereof 1o be used for any purpose whatsoever
sther than for use as dyeing and printing works and matters 110 |ar thereof."
36
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d, M/s. Navaneetha Oil Tndustrics was

<ccution of this lease dee .
cssion of the demised Land.

Len after thee :
{inue in poss

lowed by the'lessecs to con

1 the year 1965, the _lc:ésccs inducted MUs. National 'Enginecring Service (4th
2espondent) into posscssion of a portion of the demised land. In the year 1974,

s Vaneskaran Industrics (5th respondent) was also inducted 1mto posscssxon-ol’

| some other portion of the demised land. In the year 1979, M/s. sujatha Industnes

| and M/s. Modern Aluminum Industries were inducted Into poss ssion of some

| nortions of the land in the demised plot. But it is stated that, both of them had
subscquently, vested the land. So far as the other three persons arc concerned, it 1s
he case of the Government that they were inducted into possession under the guisc
of entering into partnership by the lessees with them. On July 6, 1984, a partnership
| agrcement was entered into by the appellants in W.A No.741 of 1993 with MJs.

| A.P.Agro Industrics, appellant in W.A.No.800 of 1993.

Il is the case of M/s. A.P.Agro Industries that it invested about 5.5 lakhs and paid
Jvanee for purchasing machinery worth Rs.10 Lakhs. On M/s. National
Iinaincering Service and MJs. Vaneskaram Industrics submitted a representation to
1o State Government to protect their interests by recognizing them as lessees n
respect of the respective portions of land in their possession. When the State
U -"l‘:l.;,\,fummcnt came Lo l‘\’nOW that number of persons were inducted into possession

7 leeally and unauthorized by the lessees, it issued show-causc notice dated
, _Z_“)hcccmbc;_l’_]l‘:_l‘f_)_Silvh)Ltlw lcase sh_illl nol be terminated. Questioning the validity
oFthe same, the lessees filed Writ Potition No.412 of 1985 on the file of this court.
t 1 was dismissed on February 19, 1985 directing this to pursuc their remedy 11

civil court, The appellant in W.ANo.800 of 1993, M.s. A.P. Agro Industries filed

NS No.1545 of 1984 on the file of the V additional Judge, City Civil Court,
| lyderabad for a declaration that the said show-cause notice duted December 17,
98- Wil illegal and arbitrary. In the suit, 1t filed I A No.772 of 1984 seeking to
arant mt-crim injunction restraining the State Government from interfering with its
possession, - K

Ihe said interlocutory application was disclosed. Agdiliist it ordar, CHA No.17

1085 Sl A5 e sx b - . L 3
ol 1985 on tlu: (ile of the Chicf Judge, City Civil Court, Iyderabad, was filed. That
was also dismissed on February 26, 1985.

“The State Government passed orders in G.O.Ms NO.89, Industries,

Gt ot My o ST TR siat 18 .
Commerce & Power Department datec ‘cbruary ‘_L_SA(]_Q;};_)_dc_t.f;;'nnn‘ugg_l_llg“l_c_usc

————

with immediate gf'ﬁ:ct. Challenging those orders, the lessces have filed OS NO.209
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declaration and perpetual injunction. That suit was deereed in the following terms,
by the judgment dated' April 15, 1986. '

of 1985 on the file of the 11 Additional Judge City Civil . Llyderabad, for a

CO.MsNo.89 dated:18.2.85, WOF Andhra Pradesh Industries, Cunmmerce
and Power 1'F. Cell department is declared as illegal, arbitrary and not binding on

the pﬁ};}jﬁti"ﬁé.D{':fcndant's"afe’r’cs/t_rﬁmby means of permanent injunction from
dispossessing or disturbing or in any way causing interfercace with the enjoyment of
the property by the plaintiffs. Plaintiffs are restrained from using the said premises
for any purpose other than the business of dyeing and printing and manufacturing or
processing ol other articles of things connected therewith and setting up of ancillary
units connected with the aforesaid business until and subject o approval of the

i

defendants.....

Against the said judgment and dcceree, the State Government preferred CCCA
No.118 of 1986 of the file of this Court, which is pending,

. M/s. AP Agro Industries, appellant_ui WA No.800 of 1993, filed CRP
No0.6310f 1985 on the file of this Court against the order dt:February 26, 1985,
disinissing CMA No.17 of 1085 filed against the order L TA No.772 of 1984. The
CRP was*allowed on February 25, 1987 and consequenty interim injunction
restraining, the Government from dispossessing them from the suit land was oranted.
[tis stated that the State Government had prelerred QLI NO.9413 of 1987 seenihg

Jeave of the Supreme Court for preferring appeal against the order of the High Court
and the'same is still pending. -

' I is submitted that the lessees had (iled OS No.3359 of 1984 on the
file of the VIIT Assistant Judge, City Civil Court, Hyderabad CS No.481 of 1986 on
(he file of the T Additional Judge, City Civil court Hyde! bad and OS No.1991 of
1984 on the file of the 1V Additional Judge City Civil Court Iyderabad against
M/s Navaneetha Oil Industries M/s.National Engincering Service and
M/s.Vaneskaran Industries respectively for eviction and for recovery of rent.

. While so, it is stated that the Additional Director of Industrics, Government of
Andhra Pradcsh, addressed a letter dated March 11, 1987 t0 the lessees informing
diem that without the approval of the State Government M/s. AP Agro Industrics and -
their men, with whom the Government had no contract H{ any manner has started
some activity.on the demised plots on April 4, 1987 M “ational Engineering
Service submitted a representation to the State Governinent requesting 1t to
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recognize it as a direct lessee. On September 4, 1991 the lessees had submitted a
representation to the State Government requesting it to transfer the lease i respect
of the demised plots in favour of M/s.AP Agro Industrics. 1t was further stated
therein that M/s.Navneetha Oil Industries, M/s.National Engincering Service and
M/s. Vanckaran: Industries were in illegal occupation of the portions of the devses!
plots and therelore the lessees had initiated the proceedings for their eviction. On
November 11, 1991 M/s. Navneetha Oil Industries itnd M/s. Vaneskaran Industries
submitted a represcntation to the State Government requesting them to protect their
interests by recognizing them as direct lessees. On April 3, | 992 the State _
Government issucd notice to the lessees directing them o show cause why the lease
in their favour shall not be terminated as they failed to start dycing and printing
industry. Questioning that show causce notice M/s.Yousul & Company represented
by the General Power of Attorney Holder Mr.AP Apgarwal managing Director of AP
Agro Industrics filed WP NO. 16294 of 1992 on the lile ol this Cowt. M/s. Yousul
& Company, represented by its GPA holder Ms. AP Agarnwal also filed contempt”
case No.537 of 1992 on the file of this court alleging that the judgment and deeree
i OS No.209 of 1985 on the file of the I Additional Judge City Civil Court,
Hyderabad were violated by the State Government in issuing, the show cause notice,

o While so, the State Legislature enacting the Azamabad Industrial Arca
(Termination and Regulation of Leases) Act, 1992 which came into foree with elieet
from July 11,1992 Questioning the validity of this Act, the Tossees filed WP
No. 12228061992 on September 11992, [n that writ Petition the fessees filew
WPMP No. k3407 of 1992 secking suspension of enforceme it ol the provisions ol
e Actin regard to the demised land. Interim suspension was granted by the learned
single judge:on Scpl{;fnbcr 23, 1992, '

On April 15,.1993 WP No.16294 of 1992 filed by M/s Yousul & Company

represented by GPA:holder Sri AP Agarwal and Contemypt i NO.S37 ol 1992
were dismissed. Aagricved by the order of dismissal M/s.ousul & Company

represented by the GPA holder Mr AP Agarwal filed WA No.5Td ol 1993, [t was
also'dismissed on May 11 1993 directing M/s. Yousuf & Co. 1o submit explanation
10 the show: cause notice and also not to create third party interests on the demised
plots. The lessees submitted their explanation on December 22, 1992, The Minister
for Major Industrics-heard the Iessees and Ms. Navneetha Ol Industrics

M/s. National Engieering Service and M/s, Vaneskaran Induvsties represented by
Uieir respeclive counsel on May 25, 1993, Therealter, the Siate Government passed

orders in CC Ms.No0.223 dt:June 11 1993 and relevant portion of which reads as
follows: sy o
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For the above mentioned reason the Government hereby teruimates the legai hield
rights g,rahtcd to M/s.Yousuf & company for plot No.14/1 and 24/2 admeasuring
No.WCS.No.2.366 situated at Azamabad Industrial Arca [yderabad with
immediate effect and the said land is resumed to Government custody immediately
without affecting the interests and functioning of the three SS1 Units i.c.

M/s Navneeth Oil Industries, M/s National Engineering Service and

M/s. Veneskaran Industrics.

Ihe Government hereby further order that the said three SST Units shall be treated
as direet lessees to the Government and they are directed (o pay the rents for the
land to the extent under their occupation in plots No. 14/1 and 24/2 at Azamabad

industrial Area Hyderabad as per the rents fixed by the Government."

Wuestioning that order the lessees filed writ petition NO.7696 of 1993 and M/s.ADP
Agro Industries filed write petition No.9795 of 1993. Both those writ petitions
were dismissed at the admission stage. Challenging those orders, these writ appeals
havebeen preferred. b

ey _ | .

AL is stated that the State Government had resumed possession of the
plots from the'lessees on June 12, 1993, The Lessces filed WA MP No. | 352 of
1993 in WA No.741 of 1993 sceking suspension of operation of the order in GO
MsNo0.223 dt:June 11 1993, by an order dt:July 14, 1993, this Court appointed an
Advocate commissioner to inspect the premises bearing No. 14/1 and 24/2 excluding -
the Tand whicly is in possession of three $SI Units and submit a report regarding the
structurces coué;lructod by M/s,Yousul & company on the Lo in auestion (he
machmery inglatled by (Cand also whether any industiial act by Geting canried oul
i the premises.. The advocate commissioner submitted his report dzJuly 19, 1993
stating as follows: |

(1) There are in all about 16 rooms of various sizes on the land in question. There
arc very old rooms. Zinc sheets or asbestos roof. '

(b) Idid not find any machinery in any of the rooms installed by the petitioner. No
machinery is installed in the open space also.
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') I did not find any record or even a paper in any ol the roons

() No industrial activity. is being carricd on by the petitione: w1 thie pz‘cmisps“

Fherealter, this Court passed orders dt:July 22 1993 the relevant portion of which
reads as follows: ' :

I view of the facts and circumstances of the case, we direct that the status-(uo
obtatning as on today regarding possession shall be maintained pending disposal ol
the writ appeal.”

Its stated that aggricved by the said order, M/s. Yousul & Company filed SLP .
N0.12099 of 1993 in the 7Supreme Court and the same was dismissed. It is further
stated that M/s. AP Agro Industiies had tiled contempt case Nod2 1 ol 1993
 complaining that the order dt:February 25, 1987 in CRP No 631 071985 has been
violated by the State Government by terminating the lease and interlering with !
possession. So also, it is stated that M/s.Yousul’ & company nas filed contempt

~ case No.575 of 1993 on the file of this court that the government has violated the
Judgment and Decree du: April 15, 1986 in OS NO.209 of 1985 on the (ile of the 11
Additional Juflgc City Civil Court Hyderabad and both those contempt cases are
pending, " : '

[t 1s submitted by the learned counsel for the app - Hants that the
mpugned orders passed by the State Government in GO Ms.N0.223 dt:June 11,
1993 terminating the lease under the terms of the agreement is illegal and improper
| as the agreement ceases to have any force alter the Act camc into force, in view of
a ;)ruvisions.0\1"“S.cction 3 and 20 of the Act. The expression person in oceupation
defined in Section 2(h) of the Act includes lessce, Subleases or any person who is in
occupation of the demised plot under an arrangement with the erstwhile Nizam's

Government or the erstwhile Government of Hyderabad or the Government of
vadhira Pradesh or any other person who has been inducted into (he demised plot.
< Denused plot means any plot of land or part thereol v the auibad Industrial
| Areawhich has been leased out to any person for industrial us: (vide scction 2(d) ). My

| ovction 3 provides that not withstanding anything contained in the Indian Ce e
| Act 1872 The transfer of Property Act 1882 or any other Taw (or the time being in
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foree and the terms and conditions of lease entered into in respecet of the demised
plots inthe Azamabad Industrial Arca all Teases shall stand terminated and '
thereupon all subleases or any other arrangement whatever niade by the person in
oceupation shall stand annulled and every such demised plot she Ul vest in the
( wwunm(.nt free from all encumbrances. The provisions ol ¢ Act have overriding
ffeet by virtue of Section 20 over any other law for'the time being in foree or any
\,mlom usage or agreement or decree or order of a court, tribunal or other authority.
Uherelore, on the appointed
date i.e. July 11,1992 the lease entered into with the appeliants in WA No.741 of
1993 by the Smlc. Government in respect ol plot No.14/1 and 24/2 in Azamabad
Industrial Area stands terminated and the demised plots have vested in the
Government. In the circumstances, on the date when the nipugned orders had been
assed by the State Government terminating the lease, the fease was no longer in
lree. But a perusal of the impugned order discloses that the acton for tenmination
ol the lease was initiated by issuing a show-cause notice dated December 3, 1992
for contravention of the terms and conditions of leas, and the Tease was au,o:duu,ly
crminated. Blaborate reasons have been given for not takin s action under the
provisions of the Act. The relevant portion of the order reads as follows:

e "he contention ol the Teaned cous el it povermment

resttaimed from mterfering is not correct in view ol the Judpment delivered on

| 5-40-93 by {lu, Hon'ble High Court dismissing CC No. ﬂf/‘/"

and WP No., 10"‘) 1/92 and held that sinee ulnutlcdly the lease is one lor L.mymb on

dyeing ¢ aud pr‘lnlmg an d since the [¢ase deed further shows that the government 1s
entitled to Lnlcr thc demised premises in the event of contravention of he conditions
of thele am.un! since the same wirs also enibodied in the dndoment in O 21, anoes
on the file of the I Addl.Judge CCC Hydu:rabad. The e S Court moats Judgment
di:11:5.93.also upheld the above judgmeni dt:15.4.93 in WA No.514/93 dismissing,
the two cases by the Flon'ble High Court, The lessees themeelves obtained stay of
operation of the Act 15/1992 by filling that action should only be taken under the
provisions of the Act while continuing to contravent the terms and conditions
cnumerated.in the lease deed dt:1.9.65 i.c. by not running the dycing and printing
mdustry in QS No.209/85. Therefore, the contention that action under the
nrovisions oLLAcCt 15 of 1992 should be initiated is not correct, dehorse the
provisions o Act 15, of 1992 as the government has grated  case with certam
conditions and it is always open for the government to cance' the lease for vielation
ol any: ol the conditions and o resume the land...." ‘
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A June 11,1993,

However, it isastressed by the leared counsel for the
case 1s held to have been terminated by the

2e basis for passing the said orders viz assignment of |
crecient amounts to sublease has been held to be

deeree dt: April 15, 1986 in OS N0.209 of 1985 on the

| the Lxplanation to Section 4 which

@
The learned single judge of this court passcd orders duScept. 23, 1992 in Wi "
No.15407 of 1992 in WP No.12228 of 1992 in the following, terms:

" I{ is ordered that all further proceedings only in respect of the
pelitioners is pursuance of the enforcement of the provisions of Act 15 of 1992
Azamabad Industrial Arca (Termination and Regulation of leases) Act 1992 in
regard to the petitioners' land at Azamabad Industrial Arc:. | yierabad be and
hereby are stayed pending further orders on this petition.”
T'he petitioners therein are no other than the appellants in WA No.741 of 1993,
contention of the learned counsel for the appellants is tat the operation of the
provisions of the Act has been not been stayed and only the enforceiment of the
provisions of the Act has been stayed, and therefore the lease in favour of the -

appellants stood terminated on the appointed date i.c. 11-7-1992 unde
the aet.” '

The

r section 3 of

Obviously in view of the orders passed by this court in dilferen( cages . -
referred to above and in particular the order dated Sept.23, 1692 iy WPMIR

N0. 15407 0f 1992 in WP No 12228 of 1992, the state Government passed the

mpugned orders dated June 11, 1993 in GO Ms No.223 point ng out the violations
ol the terms and conditions of the lease committed by the
the appellants is the lease stood terminated undgr Section 3 of the Act on the
appotnted.date ise | 1-7-92, then as the provisions ol that Scction | the demised plot
vested inthesState Government [ree from all encumbrances, and all subleases also
stood annulled. Thus, cither by operation ()I'Scéliun'} or by termination ol lease
under G.0O.Ms:No.223 dated June 11, 1993, the lease in Cavour ol the appellants
stands terminated and the demised plot vested in the State Government. Therelore,
ay:not be neeessary (o po specilically into the question wheiher (he lease sty
inated by operation ol Seetion 3 of the Act or by the orders in GO Ws No.223

I

appellants. I the case o

appellants that in case the
orders of the State Government in GO

No.223 dt: June 11, 1993 those orders cannot be sustained

i the eye of law as
and under the partnership
invalid i the judgment e
file of the 1T Additional
This contention cannot be aceepted in view ol
provides that where a lessce enters into a
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partnership agreement in respect f the demised plot, then notwithstanding anything
in the Indian Partnership Act, they shall also be deemed to be in violation £ the
conditions of the lease. Therefore, due to the subsequent alteratinn ol the legal
position, the judgment of he civil court in the suit may not operate as a bar.

ICis wrped by the learned counsel Tor the appellants that the State Government has
come to-the conclusion that the appellants have not startec dyeing and printing
industry solely on the basis of the letter dated May 6 1993 written by the

~Commissioner of Industrics, Hyderabad and have conscquently terminated the lease.

This action’of the State Government is violative of the principles of natural justice- ==

as the appellants - have not been furnished a copy of the letter of the Commissioner
ol Industries before passing the impugned orders dt: June 11, 1993 (erminating the
lcase and no opportunity has been given to appellants to ¢ plain whether dyeing and
printing industry has been started or not. We have terminating that even the _
Advocate-Commissioner appointed by the court has statec in his report dt:July 19,
1993 submitted in WA MP No.1352 of 1993 in WA No.741 of 1993 that no
Industrial activity is being carried out by the appellans in the demised plots and nu
machinery has been installed the reof. In the circumstances, the question off
violation principles of natural justice may not be ol much relevance.

However; it'is submitted that the State Government has acted mala (ide in

terminating the lease of the appellants at the instance of Mys. Navaeetha Oil
[ndustrics M/s. National Engincering Service and M/s. Vianeskaran Industrics. On
: £ 5

the basis of the material pl'lcul before us, we are unable (o hold that the
Government acted mala fide in this matter in terminating the lease. Unless h[)L(,lll(.
allcgations with relerence to the relevant material are stated in the pleadings
attributing mala [ides it would not be proper for this court (o inquire into the

question.of mala fides and render a decision. The order prssed by the State
Government, prima lacie, reveals that the same has been possed taking into
consideration all the relevant facts and circumstances, nd ot at the instance of any

puiticular person. “Therelore, this contention has to be rejected.

Scerious objection is raised on behall of the appellants against the method and
manner ol forcible eviction of the appellants from the demised plot on June 12 1993
and resumption of possession by the State Government. 1 this connection, our
attention is drawn Lo the provisions ol Section S and 6 of the Act to imprwu. IJ]N)H s

it alter the Act came nto foree, o lessee cannol be evictad exeept in aceordance

with the procedure prescribed thercunder:
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Fven if the termination if for the violation of the terms ol the agreement, a lessor
cannot eviet the lessee exeept in accordance with kaw. But we are not inclined to go
into the question relating to the possession in the excereise of jurisdiction under
Article 226 ol the Constitution of India.

On behall” of the appellants in Writ Appeal SO0 of 19931l is urged
by the learned counsel that if the impugned Act 1s held | lid the State
Government should have extended to the appellant M/ ro Industries the

same benelit of recognizing sublease in its favour by M/s. yousul & company as in
the cas¢ of other sub-lesscees, viz. M/s:Navneetha oil Industrics M/s.National
Enginecring Service and M/s. Vaneskaran Industrics. Otherwise the action of the
State Government sullers from the vi ce of discrimination. It is [urther submitted
that the impugned orders dated June 11, 1993 passcd by the state Government in
CO Ms. No.223 are illegal and improper as they were in violation ol the orders
dt:lFebruary 25, 1987 in CRP No.631 of 1985 on the filc ol this Court and the
dispossession of M/s. AP Agro Industries from the demised plots is in dircet
contravention of the order of injunction granted by this Courl in that CRP. A no
opportunity was provided to M/s. AP Agro Industrics before the impugned orders
were passed by the State Government they are also violative of the principles of
natural justice, 1t is submifted to the learned Government Pleader that the sublease
m [avour.of the other three small scale units have been recognized by the State
f’.,?ovcr:nmcrﬁt in its Orders dt: Junc 11, 1993 as they have established industries some
time back and have been carrying on industrial activity on portions of the demised
plot, wheread neither M/s. Yousul' & Company nor M/s AP Agro Industries has
started any industry, much less printing and dyceing industry. on the demised
premises and.therefore M/s.AP Agro Industrics cannot be treated on parwith |
/s .Navneetha Oil Industries, M/s.national Engineering Scivices and M/s. - ()
Vaneskaran Industries. it is further stated that there is no privity of contract ;.
between.the State Government and M/s. AP Agro Industrics and therefore question
ol giving any-opportunity to Ms.AP Agro Industrics while terminating the lease,
does not arise and M/s. AP Agro Industrics was never in possession ol the land in
question.
Llowever, without prejudice to their other submissions, it is {inally urged by
the lecarned counsel for the appellants in both the appeals that under the provisivos
ol the Act, a lessee.or a person in occupation is entitled t apply for a [resh lease in
the prescribed manner, under Section 4, to the Competent Authority and a direction
may beissued to-the “ompetent Authority to consider the applications that may be

i
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' ubmitted by the appellants. 1t is further urged by the appellants that while
| considering their applications, sublease in its favour may also be considered.

| ' ' .

| There is no dispute that the impugned order dt: Junc 11, 1993 in GO

| 15 N0.223 was passed by the State Government without reference 1o lhc’p’rovisi.m\s .
A the Act. On the appointed date i.e., 11-7-1992, all lcases or other arrangements

" ade or entered into in respect of all demised plots in the Azamabad Industrial Arca

" .hall stand terminated and every such demised plot shall vest in the Government.

On the termination of the lcasc under the Act, the person in ocecupation has the right
1> apply Tor a fresh lease in the prescribed manner. It is the casc of the appellants
(hat they are in occupation of the land on the appointed date e, 11-7-1992: :In

view ol the provisions of the Act, it appears to us that it would be proper and
Appropriate to permit the appellants to make application/applications for grant of
fresh lease, under Scction 4 of the Act. If applications arc submitted to the
Competent Authority within 30 days from the date of this judement the competen
Authority shall consider the same on merits and in accordance with the provisions of |
the Act and the Rules made thercunder and pass apb‘roprialc arders. We, However,
reiterate thut the. Competent Authority shall exercise its jurisdiction independently
by considering the matter afresh. So also, if any appeal is preierred against the
orders that may be passed by the Competent Authority, under Scection 9 of the Act,
« U State Government shall dispose of the appeal on merits and in accordance with
considering the' matter alresh, without reference {o the carlicr orders dt June 11,
1993 passed in GO Ms No.223. Pending disposal of the application by the
Competent Authority status-quo obtaining as on today regarding possession of the
fand shall be maintained. '

TFor the forcgoing reasons, the writ petitions are dismisscd.,

Uhie Wil Appeals are disposed of m accordance with the direction velened to

. - . '.
e Inthe writ petitions and writ appceals, there shall be order ias Lo costs.
Aeokokof ok
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