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lUns’k
eq>s ;g tkudj vR;Ur izlUurk dh vuqHkwfr gks jgh gS fd
mRrj izns'k uxjikfydk foRrh; lalk/ku fodkl cksMZ }kjk izns'k
dh uxj fudk;ksa ds mi;ksxkFkZ dsUnz ljdkj dh lEifRr;ksa ij
uxjh; fudk;ksa dks lsok izHkkj dh ns;rk ds lEcU/k esa ek0
U;k;ky; ds fu.kZ;ksa@funsZ'kksa Hkkjr ljdkj ds foRr ea=ky; vkSj
'kgjh fodkl ea=ky; rFkk izns'k ljdkj ds i=ksa dks ladfyr
dj iqfLrdk ds :i esa izdkf'kr fd;k tk jgk gSA
uxjh; fudk;ksa dks vius d`R;ksa ,oa nkf;Roksa ds fuoZgu ds
fy, vkfFkZd :i ls vkRefuHkZj gksuk vko';d gSA blds fy,
uxj fudk;ksa }kjk viuh vk; ds lHkh fof/k lEer lzksrksa dk
lE;d nksgu fd;k tkuk pkfg,A bl mn~ns'; dh izkfIr ds fy,
vko';d gS fd Hkqxrku djus okyksa vkSj Hkqxrku izkIr djus okyksa
dks fu;eksa] fof/k;ksa] 'kklukns'kksa vkSj ek0 U;k;ky; ds
funsZ'kksa@fu.kZ;ksa ds lEcU/k esa iwjh tkudkjh gksA blds n`f"Vxr
mRrj izns'k uxjikfydk foRrh; lalk/ku fodkl cksMZ }kjk
iqfLrdk dk izdk'ku ljkguh; gS A eq>s vk'kk gS fd ;g iqfLrdk
leLr lEcfU/kr ds fy, mi;ksxh fl) gksxhA
iqfLrdk ds lQy izdk'ku gsrq esjh gkfnZd 'kqHkdkeuk,¡A
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lUns’k

eq>s ;g tkudj izlUurk gS fd mRrj izns'k uxjikfydk
foRrh; lalk/ku fodkl cksMZ jkT; dh uxjh; fudk;ksa }kjk
vf/kjksfir vkSj olwy fd, tkus okys lsok izHkkj (Service Charges)
ds lEcU/k esa ek0 mPpre U;k;ky;] ek0 mPp U;k;ky;] Hkkjr ljdkj
ds foRr ea=ky; rFkk 'kgjh fodkl ea=ky; vkSj jkT; ljdkj }kjk
fuxZr fn'kk funsZ'kksa vkSj vkns'kksa dks ladfyr dj iqfLrdk ds :i esa
izdkf'kr djk;k tk jgk gSA
eq>s vk'kk gS fd ;g ladyu dsUnz ljdkj dh lEifRr;ksa ls
lsok izHkkj ds vf/kjksi.k vkSj laxzg djus esa uxjh; fudk;ksa ds
fy, lgk;d fl) gksxkA
iqfLrdk ds lQy izdk'ku gsrq esjh gkfnZd 'kqHk&dkeuk,¡A
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lUns’k
eq>s ;g tkudj g"kZ gS fd mRrj izns'k uxj
ikfydk foRrh; lalk/ku fodkl cksMZ }kjk dsUnz ljdkj ds
Hkouksa ls izkIr gksus okys lsok izHkkj ds laca/k esa ek0
U;k;ky; ds fu.kZ;@funsZ'k] dsUnz ljdkj vkSj jkT; ljdkj
}kjk bl laca/k esa fuxZr i=ksa@'kklukns'kksa dk ladyu
iqfLrdk ds :i esa fd;k tk jgk gSA
eq>s vk'kk gS fd bl ladyu@iqfLrdk ls
uxjh; fudk;ksa dks dsUnz ljdkj ds Hkouksa ij lsok izHkkj ds
laca/k esa leqfpr tkudkjh gks ldsxh vkSj os rn~uqlkj
vuqikyu lqfuf'pr dj ldsxsaA
eSa bl iqfLrdk ds izdk'ku ds fy, gkfnZd
'kqHkdkeuk,a nsrk gw¡A
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nhid dqekj
vkbZ-,-,lizeq[k lfpo

lans’k

eq>s ;g tku dj izlUurk gS fd mRrj izns'k uxjikfydk foRrh;
lalk/ku fodkl

cksMZ }kjk dsUnz ljdkj dh lEifRr;ksa ij ns; lsok izHkkj

(Service Charges) dk Hkqxrku izns'k dh uxjh; fudk;ksa dks fd;s tkus

lEcU/kh ek0 mPpre U;k;ky;] ek0 mPp U;k;ky; ds fn'kk
funsZ'kksa@fu.kZ;ksa vkSj dsUnz ljdkj rFkk jkT; ljdkj }kjk bl laca/k esa
fuxZr i=ksa@vkns'kksa dks izns'k dh uxjh; fudk;ksa ds mi;ksxkFkZ ladfyr
fd;k tk jgk gSA ;g ,d ljkguh; iz;kl gSA ladyu fuf'pr :i ls
uxjh; fudk;ksa ds fy, mi;ksxh gksxkA fudk;ksa ls vis{kk gS fd os
rnuq:i dsUnz ljdkj dh lEifRr;ksa ij lsok izHkkj (Service Charges)
dh x.kuk dj fu;ekuqlkj olwyh lqfuf'pr djsaA
vk'kk djrk gw¡ fd ;g iqfLrdk uxjh; fudk;ksa ds jktLo o`f) esa
lgk;d fl) gksxhA iqfLrd ds izdk'ku ds fy, gkfnZd 'kqHkdkeuk;saA

¼nhid dqekj½
izeq[k lfpo

101] yky cgknqj 'kkL=h Hkou ¼,usDlh½] m0iz0 lfpoky;] y[kuÅ

Mk0 dkty

vkbZ-,-,lfuns'kd

izkDdFku

izns'k dh uxjh; fudk;ksa dks vkfFkZd :i ls vkRefuHkZj gksus ds
fy, fudk;ksa esa miyC/k foRrh; lzksrkssa dk lE;d~ nksgu] iw.kZ rRijrk
ds lkFk fd;k tkuk visf{kr gS A ek0 mPpre U;k;ky; ds fn'kk funsZ'kksa ds
v/khu dsUnz ljdkj dh lEifRr;ksa ls lsok izHkkj (Service Charges)
uxjh; fudk;ksa }kjk izkIr fd;k tkuk gS fdUrq uxjh; fudk;ksa }kjk bl
fn'kk esa leqfpr iz;kl ugha fd, x;s gaSA ,slk dnkfpr~ bl fy, gS fd
dqN uxjh; fudk; ,rn~ lEcU/kh ek0 mPpre U;k;ky;] ek0 mPp
U;k;ky; ds fu.kZ;@funsZ'kksa vkSj 'kklu ds i=ksa ls voxr ugha gSaA dsUnz
ljdkj ds dfri; foHkkxksa dks Hkh budh lE;d~ tkudkjh ugha gks ikrhA
bl laca/k esa lfoZl pktZ dk Hkqxrku djus okys dsUnz ljdkj ds fofHkUu
foHkkxksa vkSj Hkqxrku izkIrdrkZ uxjh; fudk;ksa dks leqfpr tkudkjh fn,
tkus ds fufeRr ek0 mPpre U;k;ky;] ek0 mPp U;k;ky; ds
fu.kZ;@funsZ'k] Hkkjr ljdkj ds foRr ea=ky; vkSj 'kgjh fodkl ea=ky; }kjk
bl laca/k esa tkjh i=@Kki vkSj uxj fodkl foHkkx ds 'kklukns'k dks ladfyr
dj lEcfU/kr dks miyC/k djkus ls lfoZl pktZ ds laxzg djus esa lqxerk
gksxh vkSj uxjh; fudk;ksa dk foRrh; fgr lqfuf'pr gks ldsxkA
izns'k dh uxjh; fudk;ksa ls vis{kk gS fd os vius foRrh;
lalk/kuksa dks lqn`<+ djsa vkSj lHkh foRrh; lzksrksa dk fu;fer vuqJo.k djsa
rkfd uxjh; fudk; foRrh; LokoyEcu dh fn'kk esa vxzlj gks ldsA
eSa bl egRoiw.kZ vkSj mi;ksxh ladyu ds fy, mRrj izns'k
uxjikfydk foRrh; lalk/ku fodkl cksMZ ds izfr /kU;okn Kkfir djrh gw¡A
¼Mk0 dkty½
funs'kd
LFkkuh; fudk; funs'kky;]
mRrj izns'k] y[kuÅA

I

jkds'k xxZ
v/;{k

i`"BHkwfe

^Hkkjr dk lafo/kku* ds vuqPNsn 285¼1½ esa izko/kku gS&
^la?k dh lEifRr dks jkT; ds djk/kku ls NwV& ogk¡ rd ds
flok;] tgk¡ rd laln fof/k }kjk vU;Fkk micU/k djs] fdlh jkT; }kjk ;k
jkT; ds Hkhrj fdlh izkf/kdkjh }kjk vf/kjksfir lHkh djksa ls la?k dh lEifRRk
dks NwV gksxhA*
bl izdkj Hkkjr ljdkj dh lEifRr dks jkT; ds djk/kku ls NwV gSA
mRrj izns'k uxj fuxe vf/kfu;e]1959 rFkk mRrj izns'k uxj ikfydk
vf/kfu;e]1916 esa uxjh; fudk;ksa }kjk vf/kjksfir fd, tkus okys djksa ds
laca/k esa Li"V mYys[k gS fd ;s dj ^Hkkjr dk lafo/kku* ds vuqPNsn 285 ds
micU/kksa ds v/khu jgrs gq, yxk;s tk;saxsA bl izko/kku ds vUrxZr uxjh;
fudk;ksa }kjk yxk;s tkus okys dj ftlesa lEifRr dj ¼lkekU; dj] ty
dj vkSj ty fuLlkj.k dj½ izeq[k gSa vkSj uxjh; fudk;ksa esa vk; ds izeq[k
lzksr gSa] dks Hkkjr ljdkj@dsUnz ljdkj dh lEifRr;ksa ij vf/kjksfir djuk
fof/k lEer ugha gSA
uxjh; fudk;ksa }kjk uxjksa esa fofHkUu uxjh; lqfo/kk;sa ,oa lsok;sa tSls
lM+d] tykiwfrZ] ty fudklh] ekxZ izdk'k] lQkbZ] dpjk izcU/ku] tu
LokLF; vkfn miyC/k djkbZ tkrh gSa] ftuls uxj esa fLFkr dsUnzh; ljdkj
dh lEifRr;k¡ Hkh leku :i ls ykHkkfUor gksrh gSaA bu lsokvksa dh vkiwfrZ
i;kZIr O;; lk/; gksrh gSA izdj.k ls lEcfU/kr fofHkUu fcUnqvksa ds n`f"Vxr
ek0 mPpre U;k;ky; }kjk dsUnz ljdkj dh lEifRr;ksa ij uxjh; fudk;ksa
}kjk lsok izHkkj (Service Charges) fy, tkus funsZ'k vkSj fu.kZ; fn, x;s
rFkk Hkkjr ljdkj }kjk le;&le; ij ifji= tkjh fd;s x;s gSaA blh Øe
esa uxj fodkl foHkkx mRrj izns'k 'kklu }kjk Hkh funsZ'k tkjh fd, x;s gSaA
mijksDr fn'kk funsZ'kksa ds vuqlkj lEcfU/kr uxjh; fudk; }kjk
miyC/k djkbZ tk jgh leLr lsokvksa] vkaf'kd lsokvksa vkSj dksbZ Hkh lsok dk
mi;ksx u djus okys Hkkjr ljdkj ds foHkkxksa }kjk lEifRr dj dh Øe'k%
1@3
75 izfr'kr] 50 izfr'kr vkSj 33 izfr'kr /kujkf'k lsok izHkkj ds :i esa
LFkkuh; fudk;ksa dks Hkqxrku dh tk;sxhA
dfri; uxjh; fudk;ksa dks ek0 mPpre U;k;ky; ds funsZ'kksa vkSj
,rn~ lEcU/kh ifji=ksa vkSj funsZ'kksa dh tkudjh ugha gS vkSj ftu fudk;ksa
}kjk bls olwyus ds iz;kl fd, x;s gSa] vkns'kksa vkSj ifji=ksa dh lE;d~
tkudkjh u gksus ls izHkkoh dk;Zokgh ugha dh tk ik jgh gSA dsUnz ljdkj ds
II

dfri; foHkkxksa dks Hkh bl laca/k esa leqfpr tkudkjh ugha gS ftlls os
fudk;ksa dks ns; lfoZl pktZ ds Hkqxrku ds laca/k esa ctV esa vko';d
izko/kku ugha djk ikrs gSaA izns'k dh uxjh; fudk;ksa esa dsUnz ljdkj ds Hkouksa
ij ns; lfoZl pktZ dh cM+h /kujkf'k cdk;k gSA mldh olwyh gks tkus ls
fudk;ksa dh foRrh; fLFkfr esa lq/kkj vk;sxk vkSj blls uxjh; lsokvksa dh
miyC/krk csgrj gks ldsxhA
uxjh; fudk;ksa dk nkf;Ro gS fd os fudk; {ks= esa vofLFkr Hkkjr
ljdkj dh lEifRr;ksa dk fu;ekuqlkj ewY;kadu djsa vkSj visf{kr
vkSipkfjdrk;sa iw.kZ djrs gq, mls vfUre :i iz1@3nku dj ns; lEifRr dj dh
;FkkfLFkfr 75 izfr'kr ;k 50 izfr'kr ;k 33 izfr'kr /kujkf'k dh ek¡x
izLrqr djrs gq, olwyh dh dk;Zokgh djsaA tgk¡ Hkkjr ljdkj ds lEcfU/kr
foHkkx }kjk mDr dk;Zokgh ij vkifRr dh tk jgh gks vFkok /kujkf'k ds
Hkqxrku djus esa vkukdkuh dh tk jgh gks] ogk¡ ;g Hkh vko';d gS fd
uxjh; fudk; }kjk vius Lrj ij mDr fn'kk funsZ'kksa ds vkyksd esa ;Fkksfpr
dk;Zokgh djus ds lkFk&lkFk mls iw.kZ fooj.k lfgr le;&le; ij funs'kd
¼LFkkuh; fudk;½ ds laKku esa Hkh yk;k tk; rkfd bls ;Fkk vko';drk rhu
lnL;h; lfefr (Mediation Committee) ds le{k j[kk tk lds vFkok
vU; izdkj ls dsUnz ljdkj ds lEcfU/kr foHkkx ds le{k jkT; ljdkj ds
Lrj ls Hkh j[kk tk ldsA
Hkkjr ljdkj ds foRr ea=ky; }kjk fuxZr vkns'k fnukad 10 ebZ 1954
dh i`"Bkadu fVIi.kh iSjk 2 rFkk 'kgjh fodkl ea=ky; }kjk fuxZr
dk;kZy;&Kki fnukad 26 vizSy] 1994 ds iSjk 7 ls ;g Hkh Li"V gS fd
lkoZtfud {ks= ds miØeksa }kjk lEifRr dj o vU; djksa dk fu;fer Hkqxrku
fd;k tkuk pkfg,A vr% tgk¡ rd dsUnzh; ljdkj ds v/khu lkoZtfud {ks=
ds miØeksa dk iz'u gS] muls fu;ekuqlkj lEifRr dj ,oa vU; djksa dh
fu;fer olwyh lqfuf'pr dh tkuh pkfg,A
dsUnz ljdkj dh lEifRr;ksa ij lfoZl pktZ ds Hkqxrku lEcU/kh
ek0 mPpre U;k;ky; vkSj ek0 mPp U;k;ky; ds funsZ'kksa] foRr ea=ky;]
'kgjh fodkl ea=ky;] Hkkjr ljdkj ds lqlaxr i=ksa vkSj uxj fodkl foHkkx
}kjk fuxZr 'kklukns'k dks mRrj izns'k uxjikfydk foRrh; lalk/ku fodkl
cksMZ }kjk bl iqfLrdk esa ewy 'kklukns'kksa o ek0 U;k;ky;ksa ds
fu.kZ;ksa@funsZ'kksa dh ewy izfr;ksa ls LoPN Vafdr djkdj bl vk'k; ls
ladfyr fd;k x;k gS fd uxjh; fudk;ksa ds vf/kdkjh vkSj dsUnz ljdkj ds
fofHkUu foHkkxksa ds vf/kdkjh blls voxr gks ysa vkSj rnuqlkj lfoZl pktZ ds
Hkqxrku ds izfr ltx jgsa ftlls uxjh; fudk;sa vkSj vf/kd rRijrk ls
xq.koRrkijd lsok,¡ miyC/k djkus esa l{ke gks ldsaA
fo"k;oLrq ds ladyu vkSj iqfLrdk ds izdk'ku esa egRoiw.kZ ;ksxnku ds
fy, Jh Mh0ih0 iky] lfpo] Jh vkj0,u0 iky] 'kks/k vf/kdkjh] Jh xtsUnz
dqekj] dj fu/kkZj.k vf/kdkjh vkSj Jh nhid JhokLro] jktLo fujh{kd dks
/kU;okn Kkfir djrk gw¡ A
¼jkds'k xxZ½
v/;{k
m0iz0 uxjikfydk
foRrh; lalk/ku fodkl cksMZA
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izs"kd]
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LFkkuh; fudk;
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uxj fodkl vuqHkkx&9
fo"k;

y[kuÅ % fnukad % 04 Qjojh] 2010

dsUnz ljdkj dh lEifRr ij lsok dj ds lEcU/k esa A

egksn;]
mi;qZDr fo"k; ij 'kgjh fodkl ea=ky;] Hkkjr ljdkj ds i=
la[;k&,u&11025@26@2003&;w-lh-Mh- fnukad17-12-2009 ,oa flfoy
vihy la[;k&9458&63@2003 jktdksV E;wfuLiy dkjiksjs 'ku o vU;
cuke ;w0vks0vkbZ0 o vU; esa ikfjr ek0 mPpre U;k;ky; ds vkns'k
fnukad 19-11-2009 ¼izfr layXu½ dk lanHkZ ysus dk d"V djsaA
ek- mPpre U;k;ky; ds vkns'kksa ds vuqlkj dsUnz ljdkj ds foHkkxksa ls
LFkkuh; ukxj fudk;ksa dks lEifRr dj ds LFkku ij lsok izHkkj
(Service Charges) olwyus ds laca/k esa fn'kk funsZ'k fuxZr fd;s x;s
gSaA blds vuqlkj lacfa /kr ukxj fudk; }kjk miyC/k djk;h tk jgh
leLr] vkaf'kd vkSj dksbZ Hkh lsok dk mi;ksx u djus okys Hkkjr
ljdkj ds foHkkxksa }kjk lEifRr dj ds Øe'k% 75 izfr'kr] 50 izfr'kr
vkSj 33 1@3 izfr'kr lsok izHkkj dk Hkqxrku lacaf/kr LFkkuh; ukxj
fudk; dks fd;k tk;sxkA vkilh lgefr ds vk/kkj ij mDr O;oLFkk
dk la'kks/ku vFkok iqujh{k.k fd;k tk ldrk gS fdUrq vlgefr dh
n'kk esa dsUnz ljdkj o lacaf/kr LFkkuh; ukxj fudk; ds izfrfuf/k
lfgr uxj fodkl foHkkx ds ofj"B izfrfuf/k ;FkklEHko lfpo dh
rhu lnL;h; lfefr (Mediation Committee) }kjk bldk fuLrkj.k
fd;k tk;sxkA LFkkuh; uxj fudk; }kjk lsok izHkkj olwyus gsrq
Hkkjr ljdkj ds foHkkxksa ij jktLo olwyh ds lEcU/k esa dksbZ cy
iz;ksx ugha fd;k tk;sxk vkSj u gh mUgsa iznku dh tk jgh lsok;sa
jksdh tk;saxhA

1

2&vr% of.kZr fLFkfr esa eq>s ;g dgus dk funs'k gqvk gS fd dsUnz
ljdkj dh lEifRr;ksa ij lsok izHkkj olwyus laca/kh 'kgjh fodkl
ea=ky;] Hkkjr ljdkj ds layXu i= esa mfYyf[kr mDr funsZ 'k lfgr
vU; leLr funsZ'kksa dk dM+kbZ ls vuqikyu lqfuf'pr djrs gq,
vuqikyu vk[;k 'kklu dks miyC/k djk;h tk;A mDr vkns'k dh
izfr vius Lrj ls leLr ukxj fudk;ksa dks vuqikyukFkZ izsf"kr djus
dk d"V djsAa
layXud%& ;FkksifjA
Hkonh;
¼vkyksd jatu½
izeq[k lfpo
izfrfyfi fuEufyf[kr dks lwpukFkZ ,oa vko';d dk;Zokgh gsrq
izsf"kr%&
1& leLr uxj vk;qDr] uxj fuxe] mRrj izns'kA ¼layXud lfgr½
2& leLr vf/k'kklh vf/kdkjh] uxj ikfydk ifj"kn@uxj iapk;r]
m0iz0 ¼}kjk funs'kd] LFkkuh; fudk;] mRrj izns'k½
3& xkMZ Qkby A
vkKk ls]
g0
¼lw;Z izdk'k feJ½
fo'ks"k lfpo
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Government of India (Bharat Sarkar)
Ministry of Railways (Rail Mantralaya)
(Railway Board)
No. F(X)1/99/3/1

New Delhi, dated 09.03.2010

The General Managers
Indian Railways and Production Units.
Sub :
Ref.

Payment of service charges to Municipalities/Local Bodies in respect of
Central Government properties.
Board‟s letters No. F(X)I/96/3/3 dated 08-03-2000 and F(X)I/97/3/6
dated 17-12-2003

As the Railways are aware, the policy regarding payment of service charges to
local bodies in respect of properties of the Central Government had been under the
consideration of the Ministry of Urban Development and Poverty Alleviation (MoUD), the
nodal Ministry on the subject. On a direction by the hon‟ble Supreme Court of India, MoUD
filed a common affidavit in Civil Appeal No. 9458-63/2003 filed by Rajkot Municipal
Corporation and others v/s UOI and others. Based on the judgment delivered by the hon‟ble
Supreme Court on 19-11-2009, MoUD have issued instructions vide their O.M. No.
N-11025/26/2003-UCD dated 15/17-12-2009, a copy of which, together with a copy of the
hon‟ble Supreme Court‟s judgment, is enclosed for information, guidance and necessary
action.
As may be seen from para 2 of MoUD‟s O.M., the state governments have been asked
to advise their urban local bodies in regulating the payment of service charges in respect of
Central Government properties. Board desire that the Divisions may be suitably advised to
safeguard the interests of Railways within the parameters of hon‟ble Supreme Court‟s
directions particularly para 5 of the office memorandum dated 15/17-11-2009.
Please acknowledge receipt.
Sd/
(A.K. Bhatia)
Joint Director, Finance (Expenditure)
Railway Board

DA : As above

No.F (X)I/99/3/1
New Delhi, dated 09-03-2010
Copy forwarded for information to the FA & CAOs, all Indian Railways and
Production Units.
Sd/
(A.K. Bhatia)
Joint Director, Finance (Expenditure)
Railway Board
No. F(X)I/99/3/1
New Delhi, dated 09-03-2010
Copy forwarded for information to the Ministry of Urban Development and Poverty
Alleviation with reference to their O.M. No.11025/26/2003-UCD dated 15/17-12-2009
Sd/
(A.K. Bhatia)
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No. N-11025/26/2003 –UCD
Government of India
Ministry of Urban Development
UCD/LSG Section
Nirman Bhawan,
New Delhi dated 15th/17th December, 2009
OFFICE MEMORANDUM
Subject:

Payment to service charges to local bodies in respect of
Central Government properties – Supreme Court Order in
Civil Appeal No. 9458-63/2003 Rajkot Municipal
Corporation & Others Vs. UOI & Others --------------------------

The undersigned is directed to State that the Hon‟ble Supreme
Court vide its order dated 19.11.2009 disposed of the Civil Appeal No.
9458-63/2003 – filed by Rajkot Municipal Corporation & Others Vs.
UOI & Others (copy enclosed) relating to payment of service charges by
Central Government Departments to Urban Local Bodies, with the
following directions :(1)

The UOI & its Departments will pay service charges for the services
provided by appellant Municipal Corporations. No Property Tax will be
paid by UOI but service charges calculated @ 75%, 50% or 33-1/3% of
Property Tax levied on property owners will be paid, depending upon
utilization of full or partial or Nil services. For this purpose agreements
will be entered into UOI represented by concerned Departments with
respective Municipal Corporation.

(2)

The arrangement at (1) is open to modification or revision by mutual
consent. In the event of disagreement, the same shall be resolved by a 3
member Mediation Committee consisting of a representative of Central
Government, a representative of concerned Municipal Corporation & a
senior representative (preferably the Secretary in charge of Department
of Municipal administration) of the State of Gujarat.

(3)

In the event of any Department or Railways owning a property changes
the Agreement unilaterally or fails to reach settlement through
Mediation Committee, the concerned Municipal Corporation could take
such action as it deems fit by approaching Courts/Tribunals for reliefs.
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(4)

The Municipal Corporations shall not resort to coercive steps (such as
stoppage of services) nor resort to revenue recovery proceedings for
recovery of service charges from UOI or its Departments.

(5)

The services payable by UOI shall not be more than the service charges
paid by State Government for its properties. Wherever exemptions or
concessions are granted to the properties belonging to the state
government, the same shall also apply to the properties of Union of
India.

(6)

If Railways do not abide by the instructions of Ministry of Finance as
contained in the 4 circulars dated 10.5.1954, 29.3.67, 28.5.1976 and
26.8.1986 and general consensus set out above, it is open to Municipal
Corporation to take suitable action as is permissible in Law.
2.
All State Governments have been requested to note the above orders of
Supreme Court and advice their Urban Local Bodies in regulating the payment of
service charges in respect of Central Government properties in terms of the above
judgement. In this connection, it is stated that the arrangement mentioned in
point (2) above of para 1 is specific to the State of Gujarat and State
Governments have been requested to consider appropriate dispute resolution
mechanism in respect of their States.
3.
The above orders of Supreme Court are hereby brought to the notice of
all Ministries/Departments of Central Government with the request to issue
necessary instructions to the concerned authorities under their administrative
control for suitable compliance with regard to regulating of service charges
payable by UOI & its Departments to the Urban Local Bodies for their properties.
Sd /
(R. Sathyanarayanan)
Under Secretary to the Government of India
Ph. 23061072
To,
1. All Ministries/Departments of Central Government
2. DG (W), CPWD, MOUD.
Copy forwarded for kind information to :1.
2.
3.
4.

Sr. PPS to Secretary (UD)
P.S. to Addl. Secretary & all Jt. Secretaries of MOUD
P.S. to Director (LSG)/Dir. (UD)
Guard file/spares.
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IMMEDIATE
No. N-11025/26/94-UCD
GOVERNMENT OF INDIA
MINISTRY OF URBAN DEVELOPMENT
New Delhi, dated the 26th April, 94
OFFICE MEMORANDUM
Subject:

Instructions to Central Government and State Governments regarding
levy of service charges on the Central Government properties by the
Local Bodies.

As you are aware that in terms of Article 285 of the Constitution, properties of
Union are exempt from the payment of all taxes imposed by the States or by any
authority within a State.
2.
Though the properties of the Union is exempted, however, such properties of
the Union are liable to pay service charges for the services rendered by the Local
Bodies.
3.
In this connection, Ministry of Finance had issued broad guidelines in 1954
which were lateron amended in 1967. According to the instructions contained in
Ministry of Finance‟s letter No. 14 (1)-P/52-1 dated 10.5.1954, No. 4(7)-P/65 dated
29.3.1967, No. 4(2)-PFI/74 dated 28.5.1976 and No. 42 (1)-PFI/79 dated 26.8.1986,
the service charges on the properties belonging to the Central Govt. are calculated as
under :i)

In respect of isolated Central Government properties where all services
are availed of by the Central Govt. in the same manner as in respect of
private properties, the Central Government will pay service charges
equivalent to 75% of the property tax realised from private individuals.

ii)

In the case of colonies which do not directly avail of civic services
within the area and are self sufficient in all respects, the payment of
service charges will be restricted to 33-1/3% of the normal rate of
property tax applicable to private properties.

iii)

In respect of colonies where only partial use of the services is made,
service charges will be paid as 50% of the normal property tax rate.

iv)

In respect of colonies where all the services normally provided by the
Municipal Body to the residents of other areas within its limits are being
availed of, the service charges will be paid as 75% of the Property Tax
realised from private individuals.
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4.
It was, however, clarified in the Ministry of Finance letter dated 26.8.1986 that
wherever services rendered by the local bodies in respect of Central Government
properties are measured like metered water supply or electricity, etc. or where services
like Drainage and Scavenging, etc. are charged for separately, they will be paid for
accordingly. And where such specific services are part of consolidated House or
Property Tax, the same will be regulated according to the instructions at Sl. No. (i),
(ii). (iii) & (iv) above.
5.
It may be seen from the above that the Central Government is obligated to pay
service charges to the Local Bodies :a) at 100% of charges paid by private individuals where specific chargesexist for metered/measured service such as water and electricity, and
b) at 75% of the Property Tax realised from private individuals in respect of
isolated Central Govt. properties where all municipal services are availed
of by the Central Govt. and at rates ranging from 33-1/3% to 75% of the
Property Tax realised from private individuals in respect of large and
compact Central Government's colonies depending upon whether such
colonies are fully or partially self-sufficient in the provision of local
services.
6.
The above instructions have been circulated to all the State Govts./UTs. from
time to time for intimating the decision of the Govt. of India to Urban Local Bodies
for follow up.
7.
It has been brought to the notice of this Ministry that some of the Departments
of Central Govt., who owned vast properties under them are not paying service
charges on regular basis to Urban Local Bodies. Since the service charges on Central
Govt. properties payable to the Urban Local Bodies, form a vital source of revenue
for them, therefore, it is requested that the Ministry of Agriculture, etc. may kindly
reiterate upon the concerned authorities under their administrative control to follow
the above instructions strictly in regard to the payment of service charges in respect of
Union Properties on regular basis to Urban Local Bodies. Similarly, the Public Sector
Undertakings under their administrative control may also be advised to pay the
property tax/other taxes in respect of properties owned by such Public Sector
Undertakings to Urban Local Bodies on regular basis.
Sd/
(TARSEM LAL)
DIRECTOR (LSG)
Tele. 3017252
To,
1. All Ministries/Deptts. of Central Govt.
2. DG (W), CPWD
3. Copy forwarded for information to Secretary (LSG/UD) of all the State
Govts./UTs.
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No.42(1)-PFI/79
Government of India
Ministry of Finance
Department of Expenditure
Plan Finance Division
New Delhi, the 26th August, 1986
To
The Chief Secretaries of all
State Governments
Subject:

Payment of Service Charges to local bodies in respect of Central
Government properties.

Sir,
Under clause (1) of Article 285 of the Constitution the properties of the
Government of India are exempt from all taxes, imposed by the local authorities in the
States. Notwithstanding this Article, Government of India in response of the
representations received in the light of the recommendations of the Local Finance
Enquiry Committee in regard to taxes of Central Government properties, decided, that
payment should be made w.e.f. 01.04.1954 to local bodies for “Service Charges” in
respect of Central Government properties. The basis of payment of service charges
was laid down in this Ministry (Department of Economic Affairs) letter No. 14(1)P/52-1 dated 10.05.1954 addressed to the Chief Secretaries of all the State
Governments with copies to all the Ministries of the Government of India and others
concerned. A copy of the above letter is enclosed for ready reference.
2.
As may be seen from sub-para (iii) of para 1 of the above letter no difficulty
was envisaged in respect of items like metered water or electricity etc., or where
services like drainage, scavenging etc., are charged for separately. But where some or
all such specific services are not charged for separately, but are part of a consolidated
house or property tax, a suitable percentage of such consolidated tax representing the
element of specific services would be paid by the Government. The State
Government concerned was to fix this percentage on behalf of the Government of
India for each local body concerned and intimate the same to the then Ministry of
Works and Housing and Supply for further intimation to all the Ministries of the
Government of India/Central Government offices.
3.
However, the procedure as indicated above was found to be not workable and
after review, further instructions were issued in this Ministry, Department of
Coordination letter No. 4(7)P/65 dated 29.03.1967 a copy of which is also enclosed
for ready reference. This letter was in clarification of the procedure relating to
assessment of service charges as contained in para 1 (iii) of this Ministry‟s
letter dated 10.05.1954.
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4.
As may be seen from para 2 of the letter dated 29.03.1967, where service
charges form part of the consolidated property tax, the procedure for arriving at the
quantum of service charges payable to the local bodies by Central Government
Deptts. was laid down in the form of percentages of the normal rate of property tax
applicable to private properties, depending upon the extent of utilization of the
services.
5.
References have been received by this Ministry seeking clarification whether
the instructions contained in this Ministry‟s letter dated 29.03.1967 are wholly in
supersession of those contained in this Ministry‟s letter dated 10.05.1954. It is
clarified that this Ministry‟s letter dated 29.03.1967 only explains the revised
procedure for arriving at the quantum of service charges payable to the local bodies in
modification of the procedure indicated in para 1 (iii) of the letter of 10.05.1954, for
simplifying the manner of calculating the amount of service charges and does not
supersede it. In other words, the remaining instructions contained in this Ministry‟s
letter of 10.05.1954 continue to hold good.
6.
The position as it stands now is that wherever services rendered by local bodies
in respect of Central Government properties are measured like metered water supply
or electricity etc. or where services like drainage and scavenging etc., are charged for
separately, they will be paid for accordingly. The percentage specified in the letter
dated 29.03.1967 are applicable in cases where such charges are not specifically
metered or charged for separately but form part of the consolidated property tax.
7.
Reference is also invited to para (iv) of para 2 of this Ministry‟s letter of
29.03.1967 as this Ministry‟s letter No. 4(2)-PFI/74 dated 28.05.1976 (copy enclosed
for ready reference) according to which (a) existing arrangements arrived at between
the Railway Authorities/Central Government Departments and local bodies in respect
of property tax/Service Charges including arrangements regarding Central
Government properties in Calcutta and Delhi will not be disturbed by the instructions
contained in this Ministry‟s letter of 29.03.1967 and (b) the payment of service
charges in respect of Central Government properties should be limited to the amounts
payable by private parties/State Governments, in respect of similar properties under
the rates levied by the local body concerned.
8.
It is requested that these clarifications may kindly be conveyed to the local
authorities in your States.
Yours faithfully,
Sd/(V. SWAMINATHAN)
JOINT DIRECTOR
Copy to :1. All Ministries/Departments of the Government of India.
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No. 4(2)-PFI/74
Government of India
Ministry of Finance
Deptt. of Expenditure
Plan Finance Division
-----New Delhi, the 28th May, 1976
To,
Chief Secretaries of all States,
Sub : Payment of service charges to local bodies in respect of Central Government
properties.
Sir,
I am directed to refer to this Ministry‟s letter no. 14(1) P/52-1 dated the
10 May, 1954 and No. 4(7)P/65 dated the 29th March, 1967 regarding payment of
service charges to Local Bodies in respect of Central Govt. properties.
th

2.
The payment of service charges in respect of Central Govt. properties should
ordinarily be regulated according to the instructions contained in those letters. But it
has been brought to the notice of the Govt. of India that there have been instances
where the amounts payable to the Local Bodies by private parties/State Govts. in
respect of similar properties are less than the service charges payable for Central Govt.
properties on the basis of the aforementioned circulars. It is, therefore, clarified that
in such cases, the service charges payable in respect of Central Govt. properties
should be limited to the amounts payable by private parties/ State Govts. in respect of
similar properties under the rates levied by the local body concerned.
Yours faithfully,
Sd/(A.V.GANESAN)
DIRECTOR
Copy forwarded for information to :1. All Ministries/Deptts. of the Govt. of India.
2. Comptroller and Auditor General of India, New Delhi.
Sd/(A.V.GANESAN)
DIRECTOR
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No. 4(7) P/65
Government of India
Ministry of Finance
(Department of Coordination)
-----New Delhi, the 29th March, 1967
From,
Shri J. Murli,
Under Secretary to the Government of India.
To,
The Chief Secretaries of all the State Governments
Sub : Payment of service charges to local bodies in respect of Central Government
properties.
Sir,
I am directed to refer to this Ministry‟s letter no. 14(1)-P/52-1 dated the
10 May, 1954 and the Ministry of Works, Housing and Supply letter no. Cont.23
(13)/59 dated the 4th August, 1961 on the subject cited above.
th

2.
The procedure for arriving at the quantum of service charges payable to the
local bodies has been further examined by the Government of India and it has now
been decided that the service charges should be calculated in the following manner :(i)
In respect of isolated Central Government properties where all services
are availed of by the Central Government in the same manner as in respect of private
properties, the Central Government will pay service charges equivalent to 75% of the
property tax realised from private individuals.
(ii)
In the case of large and compact colonies which are self-sufficient with
regard to services or where some of the services are being provided by the Central
Government Departments themselves, the service charges will be calculated in the
following manner :(a)
In the case of colonies which do not directly avail of civic services
within the area and are self-sufficient in all respects, the payment of service charges
will be restricted to 33-1/3% of the normal rate of property tax applicable to private
properties.
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(b)
In respect of colonies where only a partial use of services is made,
service charges will be paid as 50% of the normal property tax rate.
(c)
In respect of colonies where all the services normally provided by the
municipal body to the residents of other areas within its limits are being availed of,
service charges will be paid as 75% of the property tax rate realised from private
individuals.
(iii) The net rateable value/annual value for the purposes of these
instructions shall be 9% of the capital value of the property concerned both in respect
of residential and non-residential properties. The „capital value‟ shall include the cost
of acquiring or constructing the building including the cost of site, its preparation and
any other capital expenditure incurred after acquisition or construction or when this is
not known, the present value of the building including the value of site, as borne on
C.P.W.D. records or those of the Department concerned.
(iv) The existing arrangements arrived at between the Railways authorities
or any Central Government Departments and local bodies in respect of property
tax/service charges including the arrangements envisaged regarding Central
Government properties in Calcutta and as regards the properties in Delhi will not be
disturbed by this decision.
3.
I am to request that the decision of the Government of India conveyed in this
letter may kindly be intimated to the local authorities within your State.
Yours faithfully
Sd/(J. MURLI)
Under Secretary to the Government of India
No. 4(7)-P/65
Copy forwarded for information to :1. All Ministries/Departments of the Central Govt.
2. Comptroller and Auditor General of India, New Delhi.
Sd/(J. MURLI)
Under Secretary to the Government of India
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No.14(1)-P/52-I
Government of India
Ministry of Finance
(Department of Economic Affairs)
…………..
New Delhi, the 10th May, 1954
From
Shri C.S. Krishna Moorthi, I.A.S.,
Deputy Secretary to the Government of India.
To
The Chief Secretaries to the Governments of
All Part „A‟ & Part „B‟ States.
(Except Jammu & Kashmir).
Subject:

Payment of service charges to local bodies in respect of Central
Government properties.

Sir,
Under clause (1) of article 285 of the Constitution, the properties of the
Government of India are exempt from all taxes imposed by local authorities in the
States. It has been represented to the Government of India that notwithstanding this
Article the Government should agree at least to the payment of charges for services
rendered by local authorities. The Government of India have given careful
consideration to such representations in the light of the recommendations made by the
Local Finance Enquiry Committee in regard to taxes on Central Government
properties. They have decided that payment should be made with effect from 1 st
April, 1954 to local bodies for “service charges” in respect of Central Government
properties on the following basis.
(i)

The Central Government will make payment in respect of their
properties for specific services rendered by local authorities but such
payment of such “service charges” shall be treated not as payment of
taxes but of compensation payable in quasi-contract. Specific services
will include not only direct services such as water, and electric supplies,
scavenging etc., but also general services such as street lighting, town
drainage, approach roads connecting the Central Government Properties
etc. But such items as educational,medical or public health facilities will
be excluded.
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(ii)

For large and compact blocks of their properties the Central Government
will not pay for such specific services as they themselves arrange.

(iii)

As regards assessment no difficulty should arise in respect of items like
metered water or electricity,etc. or where services like drainage and
scavenging, etc. are charged for separately. But where some or all such
specific services are not charged for separately but are part of a
consolidated house or property tax, a suitable percentage of such
consolidated tax representing the element of specific services,will be
paid by the Government. The State Government concerned may kindly
fix this percentage, on behalf of the Central Government, for each local
body concerned and intimate such percentages to the Ministry of W.H.
& S., who will arrange to intimate them to all other Ministries of the
Government of India and through them to all the Central Government
offices concerned. Similarly, the valuation of the Central Government
property may be done by the agency which undertakes the valuation of
the State Government property and any references regarding changes in
valuation should be made to the Ministry of Railways (Railway Board)
in the case of Railways properties and to the Ministry of W. H. & S. in
other case (Where any question of principle is involved, the Ministry of
Railways will act in consultation with Ministry of W. H. & S.)

(iv)

A Ministry of the Government of India may also enter into separate
contract with any local authority for the supply of water and electricity
or scavenging or any other service;

(v)

The above arrangement will be subject to review, either in case the
Taxation Enquiry Commission suggests any modification or at the end
of ten years, to see whether any payment due to local bodies has been
denied by the Central or whether the Central Government has accepted a
larger liability than is warranted.

(vi)

Properties which are already paying services or property taxes under
Clause (2) of Article 285 of the Constitution will not come within the
purview of these orders; nor will properties of Central Government
industrial undertakings constituted into private limited companies under
the Indian Companies Act.

(vii)

These arrangements do not affect the legal rights conferred under the
appropriate laws on any property held by the Central Government within
the jurisdiction of local bodies.

I am to request that the decision of the Government of India conveyed in this
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letter may kindly be intimated to the local authorities within your State.
Yours faithfully,
Sd/
(C.S. Krishna Moorthi)
Deputy Secretary to the Government of India.
No. 14(1)-P/52-I
Copy forwarded to:- 1) All Ministries of the Government of India.
2) All Divisions in the Department of Revenue &
Expenditure and Economic Affairs, including
Administration Branch.
3) The Comptroller & Auditor General and all State
Accountant Generals with the request that, they may
please intimate the decision to all the authorities
under them.
4) The Taxation Enquiry Commission/the Planning
Commission for information.
2.
It may be added for the information of the Ministries etc. that Central
Government industrial undertaking constituted into private limited companies under
the Indian Companies Act do not enjoy exemption from local taxation under Article
285 (1) of the Constitution. Such companies or corporations will have to pay all the
usual local taxes. Similarly, article 285 has no application to Part „C‟ States, and
consequently the liability of the Central Government or the State Government in Part
„C‟ States to pay local taxes in respect of Central Government properties will be
governed by the provisions of the particular law under which the taxes are levied.
order, etc.,
Sd/(C.S. Krishna Moorthi)
Deputy Secretary to the Government of India
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AFR
Court No. – 10
Case :- WRIT TAX No. – 101 of 2012
Petitioner :- Union of India Thru‟ D.R.M., N.E. Railway And Another.
Respondent :- State of U.P. And Others
Counsel for Petitioner :- Vivek Singh, Tarun Varma
Counsel for Respondent :- C.S.C., B.P. Singh, Vivek Verma
Hon’ble Arun Tandon, J.
Hon’ble Harsh Kumar, J.
1. Heard Sri Tarun Verma, learned Special Counsel on behalf of petitioners and
learned Standing Counsel for the State-respondents.
2. The Union of India through Divisional Railway Manager, North Eastern
Railway, Varanasi, and the Divisional Railway Manager, North Eastern
Railway, Varanasi, as petitioner nos. 1 and 2, have approached this Court
against the demand of service charges raised by Nagar Nigam, Varanasi vide
notices issued in December, 2011, which bears the subject “regarding payment
of house tax” on property C-33/9-R. The Nagar Nigam, Varanasi has
demanded an amount of Rs. 2,22,37,185/- as arrears of balance tax, surcharge
and the current demand.
3. In Rajkot Municipal Corporation Vs. Union of India 2010-CALHN (SC)-3168 decided on 19.11.2009, the Supreme Court, while hearing an appeal
against the judgment of Gujarat High Court, by which the High Court had
quashed all the demands raised by the Municipal Corporation against the
properties of the Central Government imposing property taxes on the ground
that under Article 285 (1) of Constitution of India, no such demand can be
raised by the State Government against the Central Government, held as
follows :“(4) Article 285 of the Constitution provides that :
(1) The Property of the Union shall, save in so far as Parliament
may by law otherwise provide, be exempt from all taxes imposed by
a State or by any authority within a State.
(2) Nothing in clause ( 1 ) shall, until Parliament by law
otherwise provides, prevent any authority within a State from
levying any tax on any property of the Union to which such
property was immediately before the commencement of this
Constitution is liable or treated as liable, so long as that tax
continues to be levied in that State.
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(5)
In Union of India and ors, Vs. State of Uttar Pradesh and ors, 2007
(11) SCC 324, this Court upheld the decision of the High Court that charges
for supply of water or for other services rendered under any statutory
obligation, is a fee and not tax. It was held that the Union of India was liable
to pay such charges and should honour the bills served in that behalf.
Referring to Section 52 of the U.P. Water Supply and Sewerage Act, 1975, it
was held that the charges were loosely termed as “tax”, that the
nomenclature was not important and what was charged is a fee for the
supply of water as well as maintenance of the sewerage system, and such
service charges are to be considered as a fee and were not hit by Article 285
of the Constitution. It was further made clear that what was exempted by
Article 285 was a tax on the property of Union of India but not a charge for
service which were being rendered in the nature of water supply or for
maintenance of sewerage system.
(6)
When these appeals were earlier listed for hearing, both sides
agreed that they will attempt a broad consensus on several pending issues
and narrow down the areas of controversy and agree for a dispute resolution
mechanism. We are told that in pursuance of it, discussions were held
among various departments of the Government of India with the
Department of Urban Development. In pursuance of it, an affidavit dated
9.4.2009 has been filed on behalf of Union of India crystallizing its stand on
various issues. Union of India has now agreed in principle for the following :
(i) It is liable to pay service charges to the municipal corporations for
providing services like supply of water, conservancy/sewerage disposal, apart
from general services like approach roads with street lights, drains etc. (ii) It
will pay service charges to the Municipal Corporations, for the services, as
stated in its circulars dated 10.5.1954, 29.3.1967, 28.5.1976 and 26.8.1986, but
will not pay any taxes. (iii) Having regard to the fact that only service like
supply of water could be metered and other services like drainage, solid
waste management/approach roads, street lighting etc., could not be
metered, the percentage of property tax will be worked out as service
charges, on the basis of instructions issued by the Ministry of Finance. (iv)
The concerned Ministry of the Union to which the property belongs will
enter into separate contracts with the respective municipal corporation for
supply of services and payment of service charges and pay the bills for
annual service charges regularly. (v) Union of India and its departments will
periodically review the arrangements with the respective municipal
corporations, as suggested by its advisory committees and make
modifications or revisions in the rates of service charges. (vi) Whenever
properties of State Government are exempted, such exemption shall apply to
properties of Central Government also. Under no circumstances, the
service charges payable by the Union of India will be more than the
service charges paid by the State Government, (vii) The arrangement will
not affect the legal rights conferred by the appropriate laws, in regard to any
property held by the Union.
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(7) The Union of India has also stated that taking note of the relevant
circumstances, it has decided to pay service charges at the following rates :
(a) 75% of the property tax levied on private owners, where the properties of
the Union are provided by the municipal corporations with all
services/facilities as were provided to other areas within the municipal
corporation, (b) 50% of the property tax levied on private owners, in regard
to properties of the Union, where only some of the services/facilities were
availed; and (c) upto a maximum of one-third (33 and 1/3%) of the property
tax levied on private owners in regard to properties which did not avail any
of the services provided by the municipal corporation, as they were selfsufficient on account of all services being provided by the Union itself.
(8)
It was also clarified that where no services were availed from the
municipal corporation, a rate within the ceiling of 33 and 1/3% of the
property tax, will be negotiated and settled having regard to the relevant
circumstances. In so far as properties of Indian Railways are concerned, it
was stated that as it owns properties in virtually every municipal corporation
in India and normally all its properties do not utilise the services provided by
municipal corporations, Railways propose to pay only a token service charge
of 5% or such other rate as may be agreed by mutual negotiations.
(9)
Learned counsel for the appellants submitted that the appellant
municipal corporations submitted that they were broadly in agreement with
what has been stated and agreed by Union of India in the said affidavit. The
appellant-Municipal Corporations also confirmed and agreed: (i) that they
will not levy or demand any “property tax” in respect of the properties
belonging to Union of India and used for the purposes of the Government;
(ii) that the demands will relate only to service charges for direct services
like supply of water and conservancy/sewerage disposal services and other
general services such as approach roads with street lighting, drainage etc. ;
(iii) that they broadly agreed to the rates of service charges agreed by Union
of India; and (iv) that if there is defaults or if negotiations with the concerned
departments for in regard to service charges fail they will not take any
coercive steps for recovery (like cutting off supplies) nor resort to revenue
recovery proceedings, but will take recourse to other remedies available to
them in law for recovery.
(10) The appellants, however, expressed reservations only in regard to the
stand of the Railways that it will only pay nominal service charges at 5% of
the property tax. They point out that there can be no property of
Railways which can be termed as 100% self sufficient in regard to services, as
common indirect services provided by the Municipal Corporation (like
approach roads with street lighting etc.) will be enjoyed by them. They also
drew our attention to the fact that Ministry of Railways (Railway Board) had
also issued a circular dated 24.7.1954, similar to the circulars issued by the
Government of India, Ministry of Finance, providing for payment of part of
the property tax, as services charges for water, scavenging etc. The learned
Solicitor General however stated that she was not sure whether the said
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4.

circular continues in force or was superseded by other circulars. Be that as it
may.
(11 In view of the above, there is no need to consider the appeals on merits.
We dispose of appeals and pending applications by recording the following
broad agreement between the parties : (i) The Union of India & its
departments will pay service charges for the services provided by appellant
Municipal Corporations. They will not pay any property tax. The service
charges will be paid at 75%, 50% or 33-1/3% respectively of the property tax
levied on property owners, depending upon whether Union of India or its
department is utilising the full services, or partial services or nil services.
The Union of India represented by its concerned department will enter into
agreements/understandings in regard to service charges for each of its
properties, with the respective municipal corporation. (ii) The above
arrangement is open to modification or periodical revisions by mutual
consent. In the event of disagreement on any issue, parties will resort to a
dispute resolution mechanism by reference to a three Member Mediation
Committee consisting of a representative of the Central Government, a
representative of
concerned Municipal Corporation and a senior
representative (preferably the Secretary in charge of the department of
municipal administration) of the State of Gujarat. (iii) If Railways or any
other department of Union of India owning a property changes the
agreement/understanding unilaterally, or fail to reach a settlement through
the Mediation Committee in regard to any disputes, or fails to clear the dues,
it is open to the concerned Municipal Corporation to initiate such action, as it
deems fit in accordance with law by approaching the Jurisdictional
Courts/Tribunal for final and interim reliefs. (iv) The municipal corporations
shall not resort to coercive steps (such as stoppage of supplies/services) nor
resort to revenue recovery proceedings for recovery of service charges from
Union of India or its departments. (v) The services charges payable by Union
of India will under no circumstances be more than the service charges paid
by State Government for its properties. Whenever exemptions
or
concessions are granted to the properties belonging to the State
Government, the same shall also apply to the properties of Union of India.
(vi) If the Railway does not abide by the four general circulars of the Union
of India dated 10.5.1954, 29.3.67, 28.5.1976 and 26.8.1986 and the general
consensus set out above, it is open to Municipal Corporation to take suitable
action as is permissible in law.”
In compliance with the judgment of the Apex Court in Rajkot Municipal
Corporation vs. Union of India (supra) the Central Government vide Office
Memorandum dated 15/17.12.2009 issued by UCD/LSG section, Ministry of Urban
Development, Government of India provided, that the Union of India and its
departments will pay service charges for the services provided by appellant
Municipal Corporations. No property tax will be paid by Union of India but service
charges calculated @ 75%, 50%, 33 1/3% of Property Tax levied on property owners
will be paid, depending upon utilization of full or partial or nil services. For this
purpose agreements will be entered into Union of India represented by concerned
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5.

6.

7.

8.

9.
10.

11.

departments with respective Municipal Corporation. The arrangement will be open
to modification or revision by mutual consent. In the event of disagreement, the
same shall be resolved by a three Member Mediation Committee consisting of a
representative of Central Government, a representative of concerned Municipal
Corporation & a senior representative (preferably the Secretary in charge of
department of Municipal administration) of the State.
The Railway Board has by its letter dated 9.3.2010 accepted the policy decision
taken by the Central Government in compliance with the judgments of the Supreme
Court.
The petitioners did not approach the Nagar Nigam, Varanasi protesting to the levy of
service charges and requesting a Mediation Monitoring Committee to be constituted.
It is only after the demand has been raised, the petitioners appear to have realised
that they have to comply with the judgment of the Supreme Court, the decision taken
by the Ministry of Urban Development, Government of India and Railway Board in
accordance with the procedure set out and in case of any dispute in resolving the
same through the Mediation Monitoring Committee.
Under the interim order of the Court dated 23.7.2012 the petitioners were called
upon to deposit 1/3rd of the total demand, within one month of the order and the
recovery of balance was stayed.
Counsel for the petitioners has referred to us another judgement of Division Bench
passed in Tax Writ petition No. 1292 of 2011 “Cantonment Board, Varanasi Vs.
Union of India and others”, wherein the writ petition was disposed of vide order
dated 03.10.2013 with the direction that parties will enter into agreement in
accordance with the judgment of the Apex Court in the case of Rajkot Municipal
Corporation Vs. Union of India (Supra) as well as the office memorandum of
Ministry of Finance within one month and the amount already paid by the petitioners
will be treated as payment of the first installment towards payment of the services
charges calculated from the year as mentioned in the order. Remaining amount was
directed to be paid by the petitioners in three equal monthly installments. It is stated
that said order has been challenged before Apex Court by means of Civil Appeal No.
10771 of 2014 by the Railway Department, wherein no interim order has been
granted and the appeal is likely to be heard in near future.
It is submitted before us that similar arrangement may be made in respect of the
service charges demanded by the Municipal Corporation, Varanasi.
Having heard learned counsel for the parties and examined the record of the present
writ petition, we are of the considered opinion that as on date, the law as explained
by the Apex Court in the case of Union of India and others Vs. State of U.P. and
others 2007 (11) SCC 324 and that laid down in the case of Rajkot Municipal
Corporation Vs. Union of India (Supra), stands on record. The petitioner railways
cannot avoid the liability of payment of service charges, however, no property tax
can be levied upon the property of the Railways.
Since the demand under challenge is stated to be for the year 2011-12, we deem it fit
and proper to provide that the petitioners may deposit the entire money as demanded
under protest within one month from today. Thereafter they may make an
application before the Secretary of Nagar Vikas U.P. Shashan for constitution of
Mediation Committee, on which the Mediation Committee comprising of a
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representative of Central Government, a representative of concerned Municipal
Corporation and a Senior representative ( preferably the Secretary In-charge of
Department of Municipal Administration) shall be constituted within one month of
the receipt of such request. The Committee shall determine the issues as may be
raised by parties in the matter of levy and collection of service charges. The amount
deposited by the petitioners in terms of the order passed by us today, shall abide by
the decision to be taken by the Mediation Committee. The Mediation Committee
shall finalize the proceedings within two months by means of a reasoned order.
12.
The writ petition is disposed of.
13.
Interim order, if any, stands discharged.
Order Date :- 7.12.2015
Tamang/Kpy
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Court No. – 32
Case :- WRIT TAX No. – 1292 of 2011
Petitioner :- Cantonment Board, Varanasi Thru‟ Chief Executive Officer
Respondent :- Union Of India & Others
Counsel for Petitioner :- Shakti Dhar Dubey
Counsel for Respondent :- Vivek Singh, Sudhir Bharati, Tarun Verma
Hon’ble Sunil Ambwani, J.
Hon’ble Surya Prakash Kesarwani, J.
1.
We have heard Sri Shakti Dhar Dubey, learned counsel appearing for
Cantonment Board, Varanasi – the petitioner. Sri Tarun Varma appears for NorthEastern Railway, Gorakhpur – respondent No.2 and Sri Brijesh Kumar Shukla for
Northern Railway, Baroda House, New Delhi - respondent No.3.
2.
Affidavit of Sri V.K. Gupta, General Manager, Northern Railway, Baroda
House, New Delhi and affidavit of Sri Jiwan Lal Atal, General Manager, North
Eastern Railway Gorakhpur have been filed in compliance to our order dated
10-09-2013. Both the General Managers have stated that the Railway is bound by the
judgment of the Supreme Court in Rajkot Municipal Corporation Vs. Union of
India [2010-CALHN(SC)-3-168] pursuant to which the Ministry of Urban
Development issued O.M. No. N.11025/26/2003-UCD dated 15/17.12.2009,
directing the Railways to abide by the Ministry of Finance circulars dated
10.05.1954, 29.03.1967, 28.05.1976 and 26.08.1986.
3.
In Rajkot Municipal Corporation Vs. Union of India (Supra), decided on
19.11.2009, the Supreme Court has given the following directions:“(11) In view of the above, there is no need to consider the appeals on
merits. We dispose of appeals and pending applications by recording the
following broad agreement between the parties: (i) The Union of India &
its departments will pay service charges for the services provided by
appellant Municipal Corporations. They will not pay any property tax.
The service charges will be paid at 75%, 50% or 33-1/3% respectively of
the property tax levied on property owners, depending upon whether
Union of India or its department is utilising the full services, or partial
services or nil services. The Union of India represented by its concerned
department will enter into agreements/understandings in regard to service
charges for each of its properties, with the respective municipal
corporation. (ii) The above arrangement is open to modification or
periodical revisions by mutual consent. In the event of disagreement on
any issue, parties will resort to a dispute resolution mechanism by
reference to a three Member Mediation Committee consisting of a
representative of the Central Government, a representative of concerned
Municipal Corporation and a senior representative (preferably the
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Secretary in charge of the department of municipal administration) of the
State of Gujarat, (iii) If Railways or any other department of Union of
India owning a property changes the agreement/understanding
unilaterally, or fail to reach a settlement through the Mediation
Committee in regard to any disputes, or fails to clear the dues, it is open to
the concerned Municipal Corporation to initiate such action, as it deems fit
in accordance with law by approaching the Jurisdictional Courts/Tribunal
for final and interim reliefs. (iv) The municipal corporations shall not
resort to coercive steps (such as stoppage of supplies/services) nor resort to
revenue recovery proceedings for recovery of service charges from Union
of India or its departments. (v) The services charges payable by Union of
India will under no circumstances be more than the service charges paid
by State Government for its properties. Whenever exemptions or
concessions are granted to the properties belonging to the State
Government, the same shall also apply to the properties of Union of India.
(vi) If the Railways does not abide by the four general circulars of the
Union of India dated 10.5.1954, 29.3.67, 28.5.1976 and 26.8.1986 and the
general consensus set out above, it is open to Municipal Corporation to
take suitable action as is permissible in law.”
4
In the last several hearings, the counsels appearing for North-Eastern Railway
and Northern Railway have taken different stand. Now, they have finally agreed that
they will abide by the judgment of the Supreme Court in Rajkot Municipal
Corporation Vs. Union of India (Supra), and consequently the dispute has now
been narrowed down to the determination of capital value of the building, for the
purposes of calculating the service charges, which is 33-1/3% of the tax payable on
the properties.
5
Pursuant to our earlier orders, discussions have taken place between the
officers of the Cantonment Board, Varanasi and the Officers of North-Eastern
Railway and Northern Railway. There is no dispute with regard to measurement of the
properties of North-Eastern Railway & Northern Railway. Further there is no dispute
regarding valuation of the land and building in respect of the properties of Northern
Railway, for working out the service charges payable at 33-1/3 % of the property tax,
which has been worked out at 9% of the capital value. So far as North-Eastern
Railway is concerned, counsel for respondent has taken a stand that though the
judgment of the Supreme Court in Rajkot Municipal Corporation Vs. Union of India
(Supra) is binding on the Railways but that circulars of Ministry of Finance dated
29.03.1967 is the governing circular, according to which, the capital value has to be
calculated on the basis of original cost of the land and building, with any additions or
alternations made.
6.
Sri S.D. Dubey pointed out that the circulars dated 10.05.1954, 29.03.1967 and
28.05.1976 were explained in the circular dated 26.08.1986 issued by the Ministry of
Finance, Government of India. The relevant portion of the circular dated 26.08.1986
provides as follows:“5.
References have been received by this ministry seeking clarification
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whether the instructions contained in this Ministry’s letter dated 29.3.1967
are wholly in supersession of those contained in this Ministry’s letter dated
10.5.1954. It is clarified that this Ministry’s letter dated 29.3.1967 only
explains the revised procedure for arriving at the quantum of service
charges payable to the local bodies in modification of the procedure
indicated in para 1 (iii) of the letter of 10.5.1954, for simplifying the
manner of calculating the amount of service charges and does not
supersede it. In other words, the remaining instructions contained in this
Ministry’s letter of 10.5.1954 continue to hold good.
6.
The position as it stands now is that wherever services rendered by
local bodies in respect of Central Government properties are measured
like metered water supply or electricity etc., or where services like
drainage and scavenging etc., are charged for separately, they will be paid
for accordingly. The percentage specified in the letter dated 29.3.1967 are
applicable in cases where such charges are not specifically metered or
charged for separately but form part of the consolidated property tax.
7.
Reference is also invited to para (iv) of para 2 of this Ministry’s
letter 29.3.1967 as well as this Ministry’s letter No. 4(2)-PFI/74 dated
28.5.1976 (copy enclosed for ready reference) according to which (a)
existing arrangements arrived at between the Railway Authorities/Central
Government Departments and local bodies in respect of property
tax/Service Charges including arrangements regarding Central Govt.
properties in Calcutta and Delhi will not be disturbed by the instructions
contained in this Ministry’s letter of 29.3.1967 and (b) the payment of
service charges in respect of Central Govt. properties should be limited to
the amounts payable by private parties/State Government, in respect of
similar properties under the rates levied by the local body concerned.
8.
It is requested that these clarifications may kindly be conveyed to
the local authorities in your States.”
7.
The relevant paragraph Nos. 5, 6, 7 and 8 of the circular dated 26.08.1986
clearly stipulates that wherever services rendered by local bodies in respect of
Central Government properties are measured like metered water supply or electricity
etc., or where services like drainage and scavenging etc. are charged for separately,
they will be paid for accordingly. The percentage specified in the letter dated
29.03.1967 are applicable in cases where such services are not specifically metered
or charged for separately but form part of the consolidated property tax. It is further
clarified that the existing arrangements arrived at between the Railway
Authorities/Central Government Departments and local bodies in respect of property
tax/service charges including arrangements regarding Central Government properties
in Calcutta and Delhi will not be disturbed by the instructions contained in the
Ministry‟s letter dated 29.03.1967 and the payment of service charges in respect of
Central Government properties should be limited to the amounts payable by private
parties/State Government in respect of similar properties under the rates levied by the
local body concerned.
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8.
We are informed by Sri S.D. Dubey that the State Government is regularly
paying property tax for their properties situated in Cantonment Area, Varanasi
namely bungalows of District Magistrate, S.S.P., D.I.G., PAC, on the rates which
have been fixed for Railways without any objection. The departments of Central
Government namely Military Engineering Service (MES), Air Force, Doordarshan
Kendra and Post Office are also paying service charges calculated on the capital
value of the properties. In the same manner, and on same rates, calculations have
been made for capital value for service charges by the Cantonment Board for the
properties of Northern Railway and North Eastern Railway.
9.
We do not find any material to show that the capital value in the case of
properties of Northern Railway and North Eastern Railway have been fixed at the
rates higher than rates, which have been fixed for calculating the amount of property
tax for private parties or State and Central Government department in respect of
similar properties by Cantonment Board, Varanasi. At the cost of repetition, we
reject the argument raised on behalf of Northern Railway and North Eastern Railway
that the capital value of the property is to be calculated on the rates of land, which
was acquired 40-50 years back. We are of the view that the capital value of the
property has to be calculated on the basis of plinth area of the property, which will
also include appurtenant land as well on the forty times of the Standard Table Rent,
fixed by a statutory committee under the Cantonments Act, and the cost of
constructions (for which there is no dispute, as such cost has been provided by
Railways and accepted by the Cantonment Board).
10.
The Cantonment Board, Varanasi has a recognized and accepted method of
calculating the Standard Table Rent (STR) for arriving at capital value of the
property, which is fixed by a committee appointed under the Cantonment Act for the
purpose of imposing property tax. There is no dispute about the cost of building
between the parties. The determination of valuation of the land at 40 times of STR is
just and reasonable. Nothing has been shown by respondents that any private party,
State Government or Central Government or any other Organization at Varanasi have
been subjected to valuation which is lower than the value worked out for the
respondent Railways on the basis of 40 times STR for arriving capital value of the
properties situate in Cantonment areas.
11.
For the aforesaid reasons, we do not find any merit in the application for
modification/clarification. The proposed agreement, annexed with the supplementary
counter affidavit of respondent No.3 with respect to the properties of Northern
Railway is accepted, which will resolve the issues between the parties, except the last
line of para 2 of the draft agreement under the heading „service charges of building
from year 1982 to 2012‟, which refers to the rate agreed by Chandigarh
Administration, and in its place the rate fixed by the Supreme Court in Rajkot
Municipal Corporation Vs. Union of India (Supra) be substituted.
12.
So far as valuation of the properties of North-Eastern Railway is concerned, the
calculation made by the Cantonment Board is accepted.
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13.

14.

The writ petition is accordingly disposed of with directions that the parties will
enter into agreement in accordance with law as the rates fixed by the Supreme
Court in Rajkot Municipal Corporation Vs. Union of India (Supra), and
which refers to the Office Memorandum of the Ministry of Finance dated
10.05.1954, 29.03.1967, 28.05.1976 and 26.08.1986, and the directions issued
by us in this order within a period of one month from today. The amount
already paid by respondents will be treated as first instalment towards service
charge calculated from the year 1982-83 to 2011-12.
The remaining amount will be paid over by respondent Railways to the
Cantonment Board, Varanasi in three equal monthly instalments beginning
from 3rd November 2013.

Order Date :- 03.10.2013
nethra
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DECISION OF THE HIGH POWERED COMMITTEE DATED 31st MARCH 2011
The Hon‟ble High Court of Judicature at Allahabad Lucknow Bench, Lucknow by
the Judgement and Order dated 10-3-2010 passed in Writ Petition No. 1785 of 2010
(M/B) Union of India through General Manager Northern Railway and others versus the
State of U.P. through Secretary/Principal Secretary Urban Development and others
constituted a High Powered Committee consisting of following persons to resolve the
dispute between the Parties:1.Chairman, Railway Accident Claims Tribunal-Chairman
2. Senior Divisional Engineer (Coordination)-Member
3. Divisional Railway Manager/ADRM-Member
4. Principal Secretary, Department of Urban Development, Govt. of U.P.-Member
5. Municipal Commissioner, Lucknow-Member
A meeting of the Members of the High Powered Committee was convened for 26th
May 2010 at Lucknow for which notices were issued to all the Members and to both the
parties of the Writ Petition. On 26th May 2010 all the Members of the High Powered
Committee assembled and the counsel representing both the Parties were also present
before the High Powered Committee. As only one copy of the Writ Petition was placed by
Shri S.S. Chauhan, the learned counsel appearing on behalf of Lucknow Nagar Nigam, the
counsel of both the Parties were directed to supply the copies of the Writ Petition as well
as copies of rules, regulations and notifications, on which they are relying, to all the
Members of the Committee and the meeting was adjourned for the next date.
On 14th August 2010, it was submitted on behalf of Lucknow Nagar Nigam, that its
claim regarding service charges imposed upon the properties of the Northern Railway,
situated within the municipal limits of Lucknow Nagar Nigam, Lucknow is based on the
basis of the Notification of the Government of India, Ministry of Finance dated 29th March
1967, and, the Office Memorandum issued by the Government of India, Ministry of Urban
Development dated 26th April 1994.
The Northern Railway thereafter on 10th September 2010 filed primary submissions
stating inter-alia that the Railway Administration has constructed its own sewage and
drainage system for its residential colonies, workshops & official buildings for disposal of
sewage. The sewage system and the drains have been constructed in Running Shed
Colony Alambagh, C.P.H. colony Alambagh, Jail Road Colony, Bandaria Bagh Colony,
and Hazratganj Colony. It has been further stated that the Lucknow Nagar Nigam is
utilizing the Nalas (sewers) which have been constructed, built and regularly being
maintained by the Railway Administration to carry their waste sewage materials and
discharges etc. for which they are liable to pay “Way Leave Charges” to the Railway
Administration as per the provisions of Section 1033 of the Indian Railways Code and
accordingly the Engineering Department of the Northern Railway have raised bills
amounting to Rs.16,46,40,014/- for the period 1998-99 - 2007-08. The Northern Railway
thereafter on the next meeting held on 9th October 2010 also filed a detailed
comprehensive area-wise map with complete details regarding the sewage system/sewages
made and maintained by the Northern Railway Administration for their own property
along with charts of Way Leave Charges.
Sufficient opportunities were afforded by the Members of the High Powered
Committee to both the parties in support of their contentions, and, all other efforts were
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made so that both the parties may arrive at and settle their respective claims amicably. On
19.12.2010, on behalf of the Railway Administration, it was submitted that it would be in
the interest of both the parties to enter into an agreement to the effect that Lucknow Nagar
Nigam will not realise any service charges/taxes from the properties owned by Northern
Railway and similarly the Northern Railway would also not realise any Way Leave
Charges from Lucknow Nagar Nigam for the use of the land of Northern Railway in
different parts of the City.
Sh.B.K. Shukla, and, Sh.Anil Srivastava, appearing on behalf of the Northern
Railway submitted that the petitioners are entitled for Way Leave Charges from the
Lucknow Nagar Nigam on the basis of the Circular dated 27.11.2001, issued by the
Government of India Ministry of Railways, Railway Board, New Delhi and as per the
provisions of Railway Code. The learned counsel for the petitioners further submitted that
the Indian Railways owns property within the limits of every Municipal Corporation in
India and normally all its properties do not utilize the services provided by the Municipal
Corporation/Nagar Nigam and as such the Northern Railway proposes to pay only token
service charge @ 6% or such other rate as may be agreed by mutual negotiations.
Sh.S.S.Chauhan, the learned counsel for the Lucknow Nagar Nigam, submitted that
in view of the law declared by the Hon‟ble Supreme Court of India in the case of
Union of India and others vs. State of U.P. and others reported in (2007) 11 SCC 324
and in view of the law declared by the Hon‟ble Supreme Court of India in Vadodara
Municipal Corporation vs. Union of India and another, the Nagar Nigam has rightly
imposed service charges upon the petitioners and they are under an obligation to pay the
same to the Lucknow Nagar Nigam. He further submitted that within the municipal limits,
there are railway stations owned by Northern Railway, Loco motives workshops, D.R.M.
Office, R.D.S.O., Railway hospital, Railway colonies, which are surrounded by Nagar
Nigam area, and, as Lucknow Nagar Nigam is providing the services, such as sanitation,
roads, street lights in the periphery of the railway premises, and, as such they are entitled
to charge service charges @ 75%, 50% and 33% depending upon full services, partial
services or nil services. He further submitted that the Nagar Nigam is cleaning the drains,
Nalas etc. of the Northern Railway and the waste water discharge of Northern Railway is
also coming into the Haider Canal and other Nalas of Lucknow Nagar Nigam, and, as such
there is no illegality in the bills issued against the petitioners and to settle the dispute for
all times to come the Nagar Nigam may accept the service charges @ 25% irrespective of
the fact whether the Municipal Corporation is providing full services/facilities, partial
services & facilities or no service and the Northern Railway will not claim any Way Leave
Charges.
We have considered the submissions made by the learned counsel for the parties
and gone through the entire controversy raised by the Northern Railway and the Lucknow
Nagar Nigam, Lucknow before us. The petitioners being aggrieved by the service charges
amounting to Rs. 41.19 Crore imposed by the Lucknow Nagar Nigam through bills dated
29.8.2009, and, Seizure Notices dated 6.2.2010 for the period 1987 to 2010, filed
W.P.No.1785 of 2010 (M/B) which was disposed of by the Judgement and Order dated
10.3.2010. The Hon‟ble High Court by the Judgement and Order dated 10.3.2010
constituted the High Powered Committee and referred the dispute for adjudication before
this Committee. The Government of India, Ministry of Finance, New Delhi issued letter
no.4(7)15 dated 29.3.1967 to the Chief Secretary of all the State Governments regarding
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the payment of service charges to local bodies in respect of Central properties. It provides
that in the following manner the service charges shall be calculated:
“i)

ii)

iii)

In respect of isolated Central Government properties where all service,
are availed of by the Central Government in the same manner as in
respect of private properties, the Central Government will pay service
charges equivalent to 75 percent of the property tax realised from
private individuals.
In the case of large and compact colonies which are self sufficient with
regard to services or where some of the services are being provided by
the Central Government Department themselves the service charges will
be calculated in the following manner :(a) In the case of colonies which do not directly avail of civil
services within the area and are self sufficient in all respect the
payment of service charges will be restricted to 33-1/3 percent of
the normal rate of property tax applicable to private properties.
(b) In respect of colonies where only a partial use of the services is
made service charges will be paid as 50 percent of the normal tax
property tax rate.
(c) In respect of colonies where all the services normally provided
by the Municipal body to the residents of other areas within its
limits are being availed of service charges will be paid as 75
percent of the property tax realised from private individuals.
The net rate able value/annual value for the purpose of these
instructions shall be 9 percent of the Capital value of the property
concerned, both in respect of residential and non-residential properties.
The capital value shall include the cost of acquiring or constructing the
building including the cost of site, its preparation or construction or
when this is not known, the present value of the building including the
value of site, as borne on C.P.W.D. records or those of the department
concerned.”
The service charges claimed by the Lucknow Nagar Nigam against
the properties of the Northern Railway through the various bills for the
period 1987 to 2010 comes to about Rs.41.19 Crores. The Northern Railway
after receiving the aforesaid bills and Seizure Notices from the Lucknow
Nagar Nigam also issued bills demanding Way Leave Charges from the
Nagar Nigam through covering letter dated 14.12.2009 amounting to
Rs.16,46,40,014/- for the period 1998-99-2007-08. It is admitted case of the
parties that in the City of Lucknow, there are Railway Stations, Loco motive
workshops, D.R.M. Office, R.D.S.O., Railway Hospital and Railway
colonies owned by Northern Railway. It is also admitted case of the Parties
that some of the drains, Nalas are passing through the land of the Northern
Railway. As per the provisions of Section 1033 of the Indian Railways Code
for the Engineering Department and Circular dated 27.11.2001, the Northern
Railway is claiming for Way Leave Charges. It is also admitted case of the
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parties that till date neither the Northern Railway paid any service charges to
the Lucknow Nagar Nigam although the bills were raised by them, nor the
Lucknow Nagar Nigam paid any Way Leave Charges to the Northern
Railway. The Government of India, Ministry of Railways, Railway Board in
supersession of all the instructions issued earlier in respect of granting of
Way Leave Facilities/easement rights issued the Circular dated 27.11.2001
and subsequent to the Circular dated 27.11.2001, no permission has been
granted for Way Leave facilities/easement rights by the Northern Railway to
the Nagar Nigam Lucknow. In Vadodara Municipal Corporation vs.
Union of India and others decided by the Hon’ble Supreme Court of
India vide Judgement and Order dated 19th November 2009, the
following broad agreement was provided between the parties :“(i) The Union of India and its departments will pay service charges for
the services provided by the appellant municipal corporations. They
will not pay any property tax. The service charges will be paid at
75%, 50% and 33-1/3% respectively of the property tax levied on
private owners, depending upon whether Union of India or its
department is utilizing the full services or partial services or nil
services. The Union of India represented by its concerned department
will enter into agreements/understandings in regard to service charges
for each of its properties, with respective municipal corporation.
(ii)
The above arrangement is open to modification or periodical revisions
by mutual consent. In the event of disagreement on any issue, parties
will resort to a dispute resolution mechanism by reference to a three
Member Mediation Committee consisting of a representative of the
Central Government, a representative of the concerned municipal
corporation and a senior representative (preferably the Secretary in
charge of the department of municipal administration) of the State of
Gujarat.
(iii) If Railways or any other department of Union of India owning a
property changes the agreement/understanding unilaterally or fail to
reach a settlement through the Mediation Committee in regard to any
disputes or fails to clear the dues, it is open to the concerned Municipal
Corporation to initiate such action, as it deems fit in accordance
with law by approaching the jurisdictional courts/tribunal for final
and interim reliefs.
(iv) The municipal corporations shall not resort to coercive steps (such as
stoppage of supplies/services) nor resort to revenue recovery
proceedings for recovery of any service charge dues from Union of India
or its departments.
(v)
The service charges payable by Union of India will under no
circumstances be more than the service charges paid by state
government for its properties. Wherever exemptions or concessions are
granted to the properties belonging to the state government the same
shall also apply to the properties of Union of India.
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(vi)

If the Railways does not to abide by the four general Circulars of the
Union of India dated 10.5.1954, 29.3.1967, 28.5.1976 and 26.8.1986 and
the general consensus set out above, it is open to municipal corporation
to take such action as is permissible in law.”
The Hon‟ble Supreme Court in the case of Union of India and others
versus State of U.P. and another reported in (2007) 11 SCC 324 while
considering the provisions of Section 52 of the U.P. Water supply and
Sewerage Act 1975 and Article 285 of the Constitution of India has held that
service charges for water supply and for sewerage services rendered by Jal
Sansthan is a fee and cannot be said to be hit by Article 285 of the
Constitution of India.
It is settled law that no property of the Union of India can be
subjected to State Taxation. Article 285 of the Constitution of India prohibits
taxation on the property of the Railways and it does not prohibit charge of a
fee on account of some services rendered by the local bodies or
instrumentality of the State. In the city of Lucknow there are Charbagh
Station, City Station and other Railway Stations, Locomotive Workshops,
D.R.M. Office, R.D.S.O., Railway Hospital, Railway Colonies which are
surrounded by the Nagar Nigam area and the Nagar Nigam Lucknow is
providing drainage service, street lights and approach roads to the land and
buildings of the Northern Railway within the municipal limits of Lucknow.
The waste water discharge of Northern Railway goes to Haider Canal and
other Nalas of the Lucknow Nagar Nigam and as the cleaning of the nalas
and sanitation work is done by Nagar Nigam Lucknow, it is entitled for
service charges.
The Members of the Committee are of the view that in accordance
with the aforesaid two decisions of the Hon‟ble Supreme Court as well as the
Government of India, Ministry of Finance letter dated 29.3.1967 the
Lucknow Nagar Nigam is entitled for the service charges from the properties
owned by the Northern Railway within the Municipal limits of Lucknow,
and, Northern Railway is entitled for Way Leave Charges in accordance with
the Circular dated 27.11.2001. The Northern Railway has offered 6% or
such other rate as may be agreed by mutual negotiations and the Lucknow
Nagar Nigam has come down to 25% as service charges irrespective of the
fact whether it is providing full services, partial services or no services in the
area where the property is situated. The Government of India, Ministry of
Finance letter dated 29.3.1967 provides that the colonies of the Central
Government which do not directly avail of the civil services within the area
and are self sufficient in all respect, the payment of service charges will be
restricted to 33-1/3 per cent of the normal rate of property tax applicable to
private properties.
The Members of the Committee are of the view that 16 percent of the
normal rate of the property tax applicable to Govt. properties shall be an
appropriate amount which the Northern Railway shall pay to the Lucknow
Nagar Nigam towards the service charges from financial year 2010-11 as the
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Lucknow Nagar Nigam is using some land of the Northern Railway for
drainage and Sewers. The Lucknow Nagar Nigam shall not be entitled to
recover any tax/service charges prior to the year 2010, and, the Northern
Railway shall not claim any Way Leave Charges from the Lucknow Nagar
Nigam on the properties which the Corporation/Nigam is utilizing for
drainage, sewers etc, within the municipal limits of Lucknow since a
considerable long time. In future whenever the Lucknow Nagar Nigam will
seek permission from the Northern Railway for the use of its land, the
Lucknow Nagar Nigam shall pay Way Leave Charges in accordance with the
Circular dated 27.11.2001 to the Northern Railway. The service charges for
the financial year 2010-11 shall be paid by Northern Railway Lucknow
Division to the Nagar Nigam, Lucknow within a period of three months from
today.
The Committee inspite of best efforts could not decide the matter
within the time specified by the Judgement and Order dated 10.3. 2010
passed by the Hon‟ble High Court as the Committee was hearing the matter
on Saturday or on Sunday subject to the availability of the Members and the
Lawyers, appearing on behalf of both the sides.
A copy of this decision be provided to the learned counsel for the
parties for necessary compliance.
Sd/
[Shailesh Kr. Singh]
Member

Sd/

Sd/

Sd/

[Alok Ranjan] [Justice U.K. Dhaon] [J.S.Sondhi]
Member
Chairman
Member

Municipal Commissioner Principal Secretary Chairman/RCT/DU
Lucknow
Deptt. of Urban Develop.
Govt. of U.P.
Lucknow
31st March 2011
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DRM/NR/LKO

Sd/
[Rakesh Kumar]
Member
Sr.D.En./NR/Lko

A.F.R.
Reserved
Writ Petition No. 1785 of 2010 (M/B)
Union of India & 3 others. ------------------------------------------------------Petitioners
Versus
The State of U.P. & 7 others …..................................................... Opposite-parties
***
Hon'ble Rakesh Tewari, J.,
Hon'ble Dr. Satish Chandra, J.
(Delivered by Hon'ble Dr. Satish Chandra, J.)
Heard Sri B.K.Shukla, assisted by Sri Anil Srivastava, learned counsel for the
petitioners and Sri Shailendra Singh Chauhan, learned counsel for Nagar Nigam and
Sri Vijay Bahadur Singh holding brief of Sri Vinay Shanker appearing for respondent
no.7 and Sri H.P. Srivastava, learned Standing Counsel for respondents no. 1 to 5.
The petitioner i.e. Northern Railway which is a part of Indian Railways and the
creation of Indian Railways Act, 1890/Railway Act, 1989, its Lucknow Division is
one of the divisions of Northern Railway and the property owned by it is the property
of Union of India. It is alleged that it has its own water supply and sewerage system.
No service in respect of water supply and sewerage was being taken by the Railway
Administration from Lucknow Nagar Nigam i.e. opposite-parties no.2 to 4 but it has
raised four bills (amounting to Rs. 6,02,568,33/-), against the petitioners for the period
from 1987-2010 as services charges. The petitioners have assailed the said bills by this
writ petition. On the other hand, Northern Railways raised the counter bills for way
leave charges amounting to Rs. 16,46,40,014/- for using railways property by
opposite-parties.
Sri B.K.Shukla, learned counsel for the petitioners, submits that the bills were
raised for the service charges without disclosing for which order or period, the said
charges have been levied. In the bills, no specific address or location pertaining to the
building, land, colony has been mentioned. He requests that a direction may be issued
in the nature of mandamus commanding the opposite-parties not to recover any
service charges as exemption of property of the Union from taxation is provided in the
Articles 285 and 366(28) of the Constitution of India read with Section 135 of the
Indian Railways Act, 1890/Section 184 of the Railways Act, 1989. He further states
that being an “authority” created by the Legislation, the petitioners are not
liable to pay the service charges for the said period of 1987 to 2010. He further
submits that the opposite-parties have directed the respondent no.6 to 8 i.e. Banks to
seize the accounts of the petitioners. He further submits that in Lucknow Division, the
petitioner Railway Administration has constructed its own sewage and drainage
system for its residential colonies, workshops and official buildings for disposal of
sewage. The said sewage system and the drains have been constructed in Running
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Shed Colony Alambagh, C.P.H. colony Alambagh, Jail Road Colony, Bandaria Bagh
Colony and Hazratganj Colony apart from the above sewage and drains mentioned
there are certain other sewage and drains which are constructed in other areas falling
under Railway land. The Lucknow Nagar Nigam is taking advantage and utilizing the
Nalas (sewers) which have been constructed, built and regularly being maintained by
the Railway Administration to carry their waste, sewage materials and discharges etc.
through such Nalas and sewage system of railways for which they are liable to pay
“Way Leave Charges” to the Railway Administration as per provision of the Indian
Railways Code for the Engineering Department for which few Bills as per details
contained in Annexure No.8 to the writ petition were sent through covering letter
dated 14.12.2009 for a total amounting to Rs. 16,46,40,014/- for the period from
1998-99 till 2007-08 with entire details and basis of calculations for the specified area
but no payment in regard to the same has yet been made by the Opposite-parties No.2
to 4 to the Railway Administration till date. The bills for other areas are yet to
be raised against Nagar Nigam. Initially the letter dated 14.12.2009 were written to
the Chairman, Jal Sansthan but after coming to know that the subject matter pertains
to Opposite-Parties Nos.2 to 4, the same have been forwarded to Opposite-Party No.4.
By means of impugned Bills, Lucknow Nagar Nigam under the garb of service
charges is levying the taxes upon the Petitioners. In fact, under the U.P.Nagar Nigam
Adhiniyam, 1959 they can levy only taxes and not the disputed service charges while
the Union of India and its offices are statutorily exempted from paying any taxes to
local Municipal Authorities. It is further clarified that Lucknow Nagar Nigam is
neither supplying any water to the Railways nor has constructed any sewage system
nor even maintains any sewage system within the railway properties/premises. Hence,
Lucknow Nagar Nigam is not entitled to charge any taxes under the garb of service
charges from the Railway Administration.
On the other hand, Sri Shailendra Singh Chauhan, learned counsel for the
Lucknow Nagar Nigam submits that the demand is in accordance with the provisions
of U.P. Nagar Nigam Adhiniyam, 1959 (Uttar Pradesh Municipal Corporations
Adhiniyam, 1959). The Nagar Nigam is collecting the garbage, providing street
lights, water and sewerage supply to the offices, colony and land owned and used by
the petitioners. He further submits that vide letter dated 20.11.2009, the Lucknow
Nagar Nigam has given the details regarding levying of service charges from the
petitioners. It was clarified that the said service charges were being levied because of
sewerage disposal of the railway property carried out through Nalas and Sewers
belonging to Nagar Nigam and for which they are entitled to the said charges in
pursuance of the judgment dated 1.11.2007 passed by the Apex Court in the case of
Union of India and others v. State of U.P. and others, Civil Appeal No. 2549 of
2001. He also submits that the petitioners wrote the letters from time to time for
cleaning the sewer lines/Nalas. For this purpose, he has drawn the attention to the
letter dated 8.8.2008 written by DRM (Commercial), Northern Railway.
We heard learned counsel for the parties and gone through the material
available on record from which it appears that the dispute is between the Northern
Railway, which is a part of Indian Railway and the Municipal Corporation, Lucknow.
Both parties are the “authorities” created by Legislation within the territory of India as
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per Article 12 of the Constitution. Thus, the dispute is between the two “authorities”
of the Union of India and the State Government.
In the instant case, the Lucknow Nagar Nigam has raised alleged bills for
service charges for the period from 1987-88 to 2009-10 while the petitioners have
raised bills for 'Way Leave Charges' from 1998-99 to 2007-08.
Without going into the merits of the present litigation, it may be mentioned that
it is neither appropriate nor permissible for two “authorities” of the Governments to
fight litigation in a court of law. Indeed, such a course cannot but be jeopardised the
pubic interest as it also entails avoidable wastage of public money and time. Various
departments of the Government confrontation. Filing of writ petitions by one
department against the other in the High Court is not in good taste. It requires to
evolve a mechanism to set at rest all inter-departmental controversies at the level of
the High Powered Committee and such matters should not be carried to a court of law
for resolution of the controversy. In the case of disputes between public sector
undertakings and the Union of India, Hon'ble Apex Court in Oil and Natural Gas
Commission v CCE [1992] Suppl 2 SCC 432 called upon the Cabinet Secretary to
handle such matters. In Oil and Natural Gas Commission v CCE [1995] Suppl 4
SCC 541, Hon'ble Supreme Court directed the Central Government to set up a
Committee consisting of representatives from the Ministry of Industry, the Bureau of
Public Enterprises and Ministry of Law, to monitor disputes between Ministries of the
Government of India, Ministry and public sector undertakings of the Government of
India and different authorities in between themselves, to ensure that no litigation
comes to Court or to a Tribunal without the matter having been first examined by the
Committee and its clearance for litigation. The Government may include a
representative of the Ministry concerned in a specific case and one from the Ministry
of Finance in the Committee. Senior officers only should be nominated so that the
Committee would function with status, control and discipline.
Undoubtedly, the right to enforce a right in a Court of law cannot be effaced.
However, it must be remembered that Courts are overburdened with a large number of
cases. The majority of such cases pertain to Government Department and/or public
“Authorities”. As is stated in Chief Conservator of Forests' case [2003] 3 SCC 472,
it was not contemplated by the framers of the Constitution or the Civil Procedure
Code that two departments of a State or Union of India and/or a department of the
Government and an “Authority” fight a litigation in a court of law. Such a course is
detrimental to public interest as it entails avoidable wastage of public money and time.
These are all limbs of the Government and must act in co-ordination and not
confrontation. The mechanism set up by Hon'ble Supreme Court is not only to
conciliate between Government Departments. It is also set up for purposes of ensuring
that frivolous disputes do not come before courts without clearance from the High
Powered Committee. If it can, the High Powered Committee will resolve the dispute.
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If the dispute is not resolved the Committee would undoubtedly give clearance.
However, there could also be frivolous litigation proposed by a department of the
Government or a local or other authorities. This could be prevented by the High
Powered Committee. In such cases there is no question of resolving the dispute. The
Committee only has to refuse permission to litigate. No right of the
Department/Authority is affected in such a case. The litigation being of a frivolous
nature must not be brought to court. To be remembered that in almost all cases one or
the other party will not be happy with the decision of the High Powered Committee.
The dissatisfied party will always claim that its rights are affected, when in fact, no
right is affected. The Committee is constituted of highly placed officers of the
Government, who do not have an interest in the dispute, it is thus expected that their
decision will be fair and honest. Even if the Department/Authority finds the decision
unpalatable, discipline requires that they abide by it. Otherwise the whole purpose of
this exercise will be lost and every party against whom the decision is given will claim
that they have been wronged and that their rights are affected. This should not be
allowed to be done.
Further, the Apex Court also held that it shall be the obligation of every court
and every Tribunal where such a dispute is raised hereafter to demand a clearance
from the committee in case it has not been so pleaded and in the absence of the
clearance, the proceedings would not be proceeded with. The same has been reiterated
in the latest decision of the Supreme Court in the case of CIT v Oriental Insurance
Co. Ltd. In Civil Appeals Nos. 4529 of 2008 etc., decided on July 18, 2008 ([2008]
304 ITR 55 (SC)).
To fulfill the said obligation, this Hon'ble High Court directed in the case of
Pradeshiya Industrial and Investment Corporation U.P. Ltd. Lucknow v Deputy
Collector (Collections) Sales Tax And others reported in 1994 U.P.T.C. 833, that in
such situation, the dispute may be sorted out by a Committee.
During the course of arguments, we were told that there is no systematic
mechanism to resolve such type of dispute. It also appears from the record that the
Govt. of India, Ministry of Finance in its letter no. 4(7) 15 New Delhi dated 29th
March, 1967 has provided some guidelines in respect of Central Govt. properties but
the said guidelines were never followed by either of the parties.
In the circumstances mentioned above with the consent of the parties, we
constitute a High Powered Committee consisting of following persons:1. Chairman, Railway Accident Claims Tribunal- Chairman
2. Senior Divisional Engineer (Coordination)- Member
3. Divisional Railway Manager/ADRM- Member
4. Principal Secretary, Department of Urban Development, Govt. of U.P.- Member
5. Municipal Commissioner, Lucknow- Member
It is further directed that this Committee will be constituted within a period of
two weeks after the receipt of the certified copy of this judgment and will have the
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sitting at Lucknow regularly unless otherwise required in the specific circumstances.
The dispute may be resolved within a period of six months thereafter. The dispute
may be sorted by this Committee by adopting its own procedure/rules etc. Until final
decision taken by the Committee, the recovery proceedings shall remain stayed
pertaining to the present writ petition.
With the above direction, the writ petition stands disposed of finally.
Dated: 10.3.2010
VB/
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IN THE SUPREME COURT OF INDIA
CIVIL APPELLATE JURISDICTION
CIVIL APPEAL NOS. 9458-9463 OF 2003
Rajkot Municipal Corporation & Ors.

----Appellants

Vs.
Union of India

---- Respondents
WITH
CIVIL APPEAL NO. 9457 OF 2003

Ahmedabad Municipal Corporation

---- Appellant

Vs.
Union of India & Ors.

---- Respondents
CIVIL APPEAL NO. 9464 OF 2003

Rajkot Municipal Corporation & Anr.

----Appellants

Vs.
Union of India & Anr.

---- Respondents
CIVIL APPEAL NOS. 9465 OF 2003

Rajkot Municipal Corporation

----Appellants

Vs.
Union of India & Ors.

---- Respondents
CIVIL APPEAL NO. 6706 OF 2004

Vadodara Municipal Corporation

----- Appellant

Vs.
Union of India & Ors.

---- Respondents
ORDER

The Municipal Corporation of Rajkot, Ahmedabad, Jamnagar and Vadodara in
the State of Gujarat, which are statutory local municipal authorities under the Bombay
Provincial Municipal Corporation Act, 1949 are the appellants in these appeals by
special leave. The issue in these appeals relates to payment of service charges relating
to supply of water, conservancy/sewerage disposal and other indirect services like
approach roads with street lighting, drainage etc, provided by the said Municipal
Corporations to properties owned by Union of India and its departments.
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2.
The appellant municipal corporations have been raising bills annually, in
regard to the service charges payable by Union of India and its departments. When
some of the bills were not paid, the municipal corporation resorted to attachment of
the properties of Union of India, by invoking revenue recovery proceedings by
treating the dues as arrears of taxes. Such actions of the appellants were challenged by
Union of India in a batch of writ petitions before the Gujarat High Court which were
disposed of by the impugned common order of the High Court dated 19.9.2002. The
High Court allowed the petitions holding as follows :
“None of the impugned demand notices or recovery orders intimating
attachment of the properties of the Union Government are referable to
any contract and these have obviously been issued by the Municipal
Corporation under the purported exercise of powers to recover service
charges in lieu of property taxes. When the taxes themselves could not be
levied except by removing the exemption by law made by the Parliament
as contemplated by Section 285 (1), the embargo cannot be taken away by
any implication arising from such administrative communications. Even if
the respondents were entitled to recover any compensation on the basis of
an alleged assurances of the Central Government, the nature of their
demand would have been entirely different and not as has been made in all
these matters by way of recovery notices for tax dues and coercive action
for recovery of such dues. The attempt to base the contention now on
quasi-contract theory and entitlement for compensation for services
rendered, cannot cloud the nature of the demand notices and the orders of
recovery which are issued under the provisions of the said Act and the
Rules having bearing on the aspect of levy and recovery of Municipal
taxes. No exemption can be spelt out from the communication of 1954 and
1967 which can make any inroad in Article 285 (1) of the Constitution.”
XXXXXXX
It is thus clear to us that, in absence of any notification under Section 184
(1) of the Railways Act, 1989 or under the corresponding provision of
Section 135 (1) of the Act of 1890, and in absence of any contract as
contemplated under sub section (4) of the corresponding provision of
Section 135 of the Act of 1890, it was not open to any of these corporations
to impose any tax or service charges in lieu of tax under the said Act and
effect recovery by issuing the impugned demand notices and other coercive
orders. Admittedly, there is no law enacted by the Parliament,
withdrawing the exemption from Municipal taxes, as contemplated by
Article 285 (1) in respect of the properties occupied by the Postal
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Department or office of the Accountant General, Obviously, therefore, the
recovery of property taxes or service charges in lieu of such taxes as is
sought to be done under the impugned demand notices and orders issued
for the coercive recovery of the Municipal taxes under the said Act, is ultra
vires the powers of the Municipal Corporation. All the impugned notices,
demand notices as well as other orders issued by these Municipal
Corporations for effecting recovery of service charges in lieu of taxes are,
therefore, hereby set aside.
Rule is made absolute in each of these petitions accordingly, with no order
as to costs. If any amount is deposited pursuant to the interim orders, that
may be refunded to the Union of India.”
3.
The said order was challenged by the appellant Municipal Corporations
on the ground that the words “exempt from all taxes imposed by a State or by
any authorities within the State” occurring in Article 285 of the Constitution of
India do not include service charges claimed by them in respect of properties
owned by the Union of India. They also contend that the arrangement arrived at
and referred to in the communications/circulars the Government of India dated
10.5.1954, 29.3.1967, 28.5.1976 and 26.8.1986 were enforceable agreement
between the Government of India and the Municipal Corporations, which had
nothing to do with Article 285. The municipal corporations also contended that
section 135 (1) and 184 (1) of the Railways Act, 1989 exempted the Railways only
from payment of taxes and not from payment of service charges.
4.

Article 285 of the Constitution provides that :“(1) The property of the Union shall, save in so far as Parliament may by
law otherwise provide, be exempt from all taxes imposed by a State or by
any authority within a State.”
“(2) Nothing in clause (1) shall, until Parliament by law otherwise
provides, prevent any authority within a State from levying any tax on any
property of the Union to which such property was immediately before the
commencement of this Constitution is liable or treated as liable, so long as
that tax continues to be levied in that State.”
Section 184 (1) of the Railways Act, 1989 reads thus :
“(1) Notwithstanding anything contrary contained in any other law, a
railway administration shall not be liable to pay any tax in aid of the funds
of any local authority unless the Central Government, by notification,
declares the railway administration to be liable to pay the tax specified in
such notification.
40

5.
In Union of India & Ors. Vs. State of Uttar Pradesh & Ors. 2007 (11) SCC 324,
this court upheld the decision of the High Court that charges for supply of water or
for other services rendered under any statutory obligation, is a fee and not tax. It was
held that the Union of India was liable to pay such charges and should honour the
bills served in that behalf. Referring to Section 52 of the UP Water Supply and
Sewerage Act 1975, it was held that the charges were loosely termed as “tax” that
the nomenclature was not important and what was charged is a fee for the supply of
water as well as maintenance of the sewerage system, and such service charges are to
be considered as a fee and were not hit by Article 285 of the Constitution. It was
further made clear that what was exempted by Article 285 was tax on the property of
Union of India but not a charge for service which were being rendered in the nature
of water supply or for maintenance of sewerage system.
6.
When these appeals were earlier listed for hearing, both sides agreed that they
will attempt a broad consensus on several pending issues and narrow down the area
of controversy and agree for a dispute resolution mechanism. We are told that in
pursuance of it, discussions were held among various departments of the Government
of India with the Department of Urban Development. In pursuance of it, an affidavit
dated 9.4.2009 has been filed on behalf of Union of India crystallizing its stand on
various issues. Union of India has now agreed in principle for the following :
(i)
It is liable to pay service charges to the municipal corporations for
providing services like supply of water, conservancy/sewerage disposal, apart
from general services like approach roads with street lights, drains etc.
(ii) It will pay service charges to the Municipal Corporations, for the
services, as stated in its circulars dated 10.5.1954, 29.3.1967, 25.5.1976 and
26.8.1986, but will not pay any taxes.
(iii) Having regard to the fact that only service like supply of water could be
metered and other services like drainage, solid waste management, approach
roads, street lighting etc., could not be metered, the percentage of property tax
will be worked out as service charges, on the basis of instructions issued by the
Ministry of Finance.
(iv) The concerned Ministry of the Union to which the property belong will
enter into separate contracts with the respective municipal corporation for
supply of services and payment of service charges and pay the bills for annual
service charges regularly.
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(v) Union of India and its departments will periodically review the
arrangements with the respective municipal corporations, as suggested by its
Advisory Committees and make modifications or revisions in the rates of
service charges.
(vi) Whenever properties of state government are exempted such exemption
shall apply to properties of Central Government also. Under no circumstances,
the service charges payable by the Union of India will be more than the service
charges paid by the state government.
(vii) The arrangement will not affect the legal rights conferred by the
appropriate laws, in regard to any property held by the Union.
7.
The Union of India has also stated that taking note of the relevant
circumstances, it has decided to pay service charges at the following rates : (a) 75% of
the property tax levied on private owners, where the properties of the Union are
provided by the municipal corporations with all services/facilities as were provided to
other areas within the municipal corporation. (b) 50% of the property tax levied on
private owners, in regard to properties of the Union, where only some of the
services/facilities were availed and (c) upto a maximum of one third (33 and 1/3%) of
the property tax levied on private owners in regard to properties which did not avail
any of the services provided by the municipal corporation, as they were self sufficient
on account of all services being provided by the Union itself.
8.
It was also clarified that where no services were availed from the municipal
corporation, a rate within the ceiling of 33 and 1/3% of the property tax, will be
negotiated and settled having regard to the relevant circumstances. In so far as
properties of Indian Railways are concerned, it was stated that as it owns properties in
virtually every municipal corporation in India and normally all its properties do not
utilise the services provided by municipal corporations, Railways propose to pay only
a token service charge of 5% or such other rate as may be agreed by mutual
negotiations.
9.
Learned counsel for the appellants submitted that the appellant municipal
corporations submitted that they were broadly in agreement with what has been stated
and agreed by Union of India in the said affidavit. The appellant municipal
corporations also confirmed and agreed :
(i)
that they will not levy or demand any “property tax” in respect of the properties
belonging to Union of India and used for the purposes of the government,
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(ii)
that the demands will relate only to service charges for direct services like
supply of water and conservancy/sewerage disposal services, and other general
services such as approach roads with street lighting, drainage etc.,
(iii) that they broadly agreed to the rates of service charges agreed by Union of
India, and
(iv) that if there is defaults or if negotiations with the concerned departments for in
regard to service charges fail, they will not take any coercive steps for recovery (like
cutting off supplies) nor resort to revenue recovery proceedings, but will take recourse
to other remedies available to them in law for recovery.
10.
The appellants however expressed reservations only in regard to the stand of
the Railways that it will only pay nominal service charges at 5% of the property tax.
They point out that there can be no property of Railways which can be termed as
100% self sufficient in regard to services, as common indirect services provided by
the Municipal Corporation (like approach roads with street lighting etc.) will be
enjoyed by them. They also drew our attention to the fact that Ministry of Railways
(Railway Board) had also issued a circular dated 24.7.1954, similar to the circulars
issued by the Government of India, Ministry of Finance, providing for payment of
part of the property tax, as services charges for water, scavenging etc. The learned
Solicitor General however stated that she was not sure whether the said circular
continues in force or was superseded by other circulars. Be that as it may.
11.
In view of the above, there is no need to consider the appeals on merits. We
dispose of appeals and pending applications by recording the following broad
agreement between the parties:
(i)
The Union of India and its departments will pay service charges for the
services provided by the appellant Municipal Corporations. They will not pay any
property tax. The service charges will be paid at 75%, 50% and 33 1/3% respectively
of the property tax levied on private owners, depending upon whether Union of India
or its department is utilising the full services, or partial services or nil services. The
Union of India represented by its concerned department will enter into
agreements/understandings in regard to service charges for each of its properties, with
the respective Municipal Corporation.
(ii)
The above arrangement is open to modification of periodical revisions by
mutual consent. In the event of disagreement on any issue, parties will resort to a
dispute resolution mechanism by reference to a three Member Mediation Committee
consisting of a representative of the Central Government, a representative of the
concerned municipal corporation and a senior representative (preferably the Secretary
in charge of the department of municipal administration) of the State of Gujarat.
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(iii) If Railways or any other department of Union of India owning a property
changes the agreement/understanding unilaterally, or fail to reach a settlement through
the Mediation Committee in regard to any disputes, or fails to clear the dues, it is open
to the concerned Municipal Corporation to initiate such action, as it deems fit in
accordance with law by approaching the jurisdictional courts/tribunal for final and
interim reliefs.
(iv) The municipal corporations shall not resort to coercive steps (such as stoppage
of supplies/services) nor resort to revenue recovery proceedings for recovery of any
services tax dues from Union of India or its departments.
(v)
The service charges payable by Union of India will under no circumstances be
more than the service charges paid by State Government for its properties. Whenever
exemptions or concessions are granted to the properties belonging to the State
government, the same shall also apply to the properties of Union of India.
(vi) If the Railways does not to abide by the four general circulars of the Union of
India dated 10.5.1954, 29.3.1967, 28.5.1976 and 26.8.1986 and the general consensus
set out above, it is open to municipal corporation to take such action as is permissible
in law.
Sd
-----------------J.
(R.V. Raveendran)
Sd
New Delhi,
November 19, 2009

-------------------J.
(K.S. Radhakrishnan)
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1.
This appeal is directed against the judgment dated 12.12.2000 passed by the
Division Bench of the Allahabad High Court whereby the Division Bench has dismissed
the writ petition filed by the appellants and upheld the recovery proceedings initiated
against the appellants for the demand raised by the Jal Sansthan, Allahabad as water and
sewer charges.
2.
The Union of India and two others filed a writ petition before the High Court of
Allahabad challenging the orders of recovery dated 1.7.1999 and 20.12.1999 issued by the
Executive Engineer, Jal Sansthan, Khusru Bagh, Allahabad on account of service charges
on Railway properties situated at Allahabad for the period from October, 1994 to March,
1999. The appellants also challenged the recovery certificate issued by the Tahasildar,
Sadar, Allahabad for recovery of a sum of Rs. 26,23,360/- from the appellant No.2 i.e. the
Divisional Railway Manager, Northern Railway, Allahabad. It was alleged by the Jal
Sansthan that the appellants were liable to pay the sewerage charges for 3125 seats at the
rates notified under Allahabad Jal Sansthan Notification published in U.P. Gazette dated
19.11.1994. The plea of the appellants was that they were holding the property of the
Central Government for which the service charges were not payable under Article 285 of
the Constitution of India as such charges were in the nature of a tax. It was submitted that
in view of the policy taken by the Ministry of Railways, Government of India such charges
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cannot be recovered as this was totally exempted but the respondent Jal Sansthan did not
heed to it and they moved the Tahasildar, Sadar, Allahabad for effecting recovery.
Therefore, the appellants were constrained to file the present writ petition before the High
Court of Allahabad.
3.
The writ petition was contested by the respondents and they filed their reply and
pointed out that in view of various circulars of the Ministry of Railways, the appellants
have been paying the service charges to the Jal Sansthan and in that connection it was
pointed out that other Central Government Offices situated in Allahabad i.e. Telephone
Department; Post Offices; Accountant General Office; Central Excise Department; Income
Tax Offices were all making regular payment of service charge and sewerage charge to the
Jal Sansthan, Allahabad. It was also pointed out that earlier the demand of service charges
was being paid by the Railway Administration to the Allahabad Nagar Mahapalika but
with the establishment of Allahabad Jal Sansthan under the U.P. Water Supply and
Sewerage Act, 1975 (herein after to be referred to as the Act) the aforesaid charges were
being levied and realized by the Allahabad Jal Sansthan.
4.
On the basis of these pleadings the question that came up before the Division Bench
of the High Court was whether such demand raised by Allahabad Jal Sansthan for the
services rendered by it to the Railway colonies was sustainable or not. The short question
was whether Article 285 of the Constitution of India will exempt the Railway
Administration from paying the water and sewerage charges under the Act of 1975. In this
connection, reference was specially made to two decisions of this Court i.e. Union of India
v. Purna Municipal Council & Ors. [(1992) 1 SCC 100] & Union of India & Anr. V.
Ranchi Municipal Corporation, Ranchi & Ors. [(1996) 7 SCC 542]. There is no dispute
that the bulk of water is supplied by the Jal Sansthan for maintenance of the railway
platforms as well as railway colonies and the Jal Sansthan is catering to the need of
maintaining the sewerage system not only at the railway stations but in the adjoining areas
and also the residential quarters, offices, godowns, shades are being maintained by the
Union of India through the Railways. The contention of the appellants in the writ petition
was that in view of the aforesaid two decisions of this Court the question is no more res
integra and the Jal Sansthan cannot charge for the supply of water and maintenance of
sewerage system. In this connection, Section 184 of the Railways Act, 1989 was also
referred to which lays down that the railway administration shall not be liable to pay any
tax in aid of the funds of any authority unless the Central Government by notification
declares the railway administration to be liable to pay the tax specified in such notification.
In this connection, Clause (I) of Article 289 of the Constitution was also pressed into
service. But the High Court did not dwell on this aspect in absence of the material placed
in support thereof and did not permit to raise this plea.
5.
As against this, it was contended on behalf of the respondents that the writ
petitioner- appellants herein were paying its predecessors the amount for water and
sewerage charges and there was no reason why they should discontinue the payment for
the same. However, it was contended by the appellants that merely because they were
paying the charges that does not become law or a vested right accrued in favour of the
respondents to continue with the charges.
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6.
It was contended by the Jal Sansthan that the so called water and sewer charges is
not a tax and it is a fee for the services rendered by the Jal Sansthan. Hence the exemption
granted to the property of the Union from the State taxation under Article 285 of the
Constitution has no relevance to the present case as the property of the Union of India was
not being subjected to any tax. It was only a fee which has been charged for the services
rendered and this has been the practice which is prevalent since long as other departments
of the Central Government have been paying the same. In this background, the Division
Bench of the High Court after exhaustively dealing with several cases on the subject came
to the conclusion that in view of the provisions of the Act of 1975 and with reference to
Article 285 and Article 289 of the Constitution of India, consumption charges on water or
such services which are rendered under the statutory obligation for which the Jal Sansthan
is to maintain its own funds is a fee and not tax. Hence, the writ petitioners were liable to
pay such charges and they must honour the bills which have been served upon them. It
was also observed that the appellants have been uninterruptedly paying such bills as a
contractual obligation. It was also pointed out that the railway is not being charged with
any tax but what is being charged is a fee for the service rendered by the Jal Sansthan.
Aggrieved against this order passed by the Division Bench of the High Court, the present
appeal was filed by the appellants.
7.
We have heard learned counsel for the parties and perused the record. One thing is
very clear from the facts, namely, that the Jal Sansthan which has been established under
the Act of 1975, has taken over certain duties of the Municipality i.e. supply of water and
maintenance of sewer. It is also not in dispute that prior to this, the railways were paying
for the services like water and sewer to the then Municipality and likewise other
departments of the Central Government are also paying the same charges. Therefore, the
question is whether the service charges like supply of water and sewerage can be said to be
a tax on the properties of the Railways.
8.
Article 285 exempts the property of the Union from State taxation. Article 285 of
the Constitution reads as under :
285. Exemption of property of the Union from State taxation. – (1) The property of the
Union shall, save in so far as Parliament may by law otherwise provide, be exempt from all
taxes imposed by a State or by any authority within a State.
(2) Nothing in clause (1) shall, until Parliament by law otherwise provides, prevent any
authority within a State from levying any tax on any property of the Union to which such
property was immediately before the commencement of this Constitution liable or treated
as liable, so long as that tax continues to be levied in that State.
9.
From a perusal of Article 285 it is clear that no property of the Union of India shall
be subject to tax imposed by the State, save as Parliament may otherwise provide. The
question is whether the charges for supply of water and maintenance of sewerage is in the
nature of a tax or a fee for the services rendered by the Jal Sansthan. There is a distinction
between a tax and a fee, and hence one has to see the nature of the levy whether it is in the
nature of tax or whether it is in the nature of fee for the services rendered by any
instrumentality of the State like the Jal Sansthan. There is no two opinion in the matter
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that so far as supply of water and maintenance of sewerage is concerned, the Jal Sansthan
is to maintain it and it is they who bear all the expenses for the maintenance of sewerage
and supply of water. It has to create its own funds and therefore, levy under the Act is a
must. In order to supply water and maintain sewerage system, the Jal Sansthan has to
incur the expenditure for the same. It is in fact a service which is being rendered by the Jal
Sansthan to the Railways, and the Railways cannot take this service from the Jal Sansthan
without paying the charges for the same. Though the expression tax has been used in the
Act of 1975 but in fact it is in the nature of a fee for the services rendered by the Jal
Sansthan. What is contemplated under Article 285 is taxation on the property of the
Union. In our opinion the Jal Sansthan is not charging any tax on the property of the
Union; what is being charged is a fee for services rendered to the Union through the
Railways. Therefore, it is a plain and simple charge for service rendered by the Jal
Sansthan for which the Jal Sansthan has to maintain staff for regular supply of water as
well as for sewerage system of the effluent discharge by the railway over their platform or
from their staff quarters. It is in the nature of a fee for service rendered and not any tax on
the property of the Railways.
10.
The distinction has to be kept in mind between a tax and a fee. Exemption under
Article 285 is on the levy of any tax on the property of the Union by the State, and
exemption is not for charges for the services rendered by the State or its instrumentality
which in reality amounts to a fee. In this connection, a reference was made to the decision
of this Court in re Sea Customs Act (1878), S.20(2) [AIR 1963 SC 1760]. This was a case
in which a reference was made by the President of India with regard to levy of custom and
excise duties on the State under Article 289 of the Constitution of India wherein Sinha, CJ,
Gajendragadkar, Wanchoo and Shah, JJ answered the question at paragraph 31 as follows :
(31) For the reasons given above, it must be held that the immunity granted to the States in
respect of Union Taxation does not extend to duties of customs including export duties or
duties of excise. The answer to the three questions referred to us must therefore, be in the
negative.
11.
But a contrary view was taken by S.K. Das, Sarkar and Das Gupta, JJ. They
concluded in paragraph 71 as follows :
(71) For the reasons given above our opinion is that the answers to the three questions
referred to this court must be in the affirmative and against the stand taken by the Union.
12.
Hidayatullah, J. answering the question in paragraph 121, held as follows :
(121) My answers to the questions are :
(1) The provisions of the Art.289 of the Constitution preclude the Union from imposing or
authorizing the imposition of, customs duties on the import or export of the property of a
State used for purpose other than those specified in cl. (2) of that Article, if the imposition
is to raise revenue but not to regulate external trade.
(2) The provisions of Art. 289 of the Constitution of India preclude the Union from
imposing, or authorizing the imposition of excise duties on the production or manufacture
in India of the property of a State used for purposes other than those specified in cl. (2) of
the Article.
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13.
Ayyangar, J. has also expressed a separate opinion concurring with the Chief
Justice. This decision on reference of the President of India only dealt with the question of
Article 289 of the Constitution and we are not concerned in the present case with the effect
of Article 289 which is, so far as the present controversy is concerned, of no useful
assistance.
14.
Learned counsel for the appellant has relied on the decision of this Court in Union
of India v Purna Municipal Council (supra). In this case, the Railways challenged the
notice of demand issued by Purna Municipal Council claiming Rs. 28,400/- by way of
service charges due for the period from 1954 to 1960. The Union of India made a
reference to Article 285 of the Constitution of India read with Section 135 of the Indian
Railways Act, 1890. It is not clear from this decision whether the service charge
demanded by the Purna Municipal Council was in reality a tax on the property of the
Union or a charge for some service rendered, rather the decision proceeded on the
assumption that it was a tax and not a fee. The Court disposed of the matter holding as
follows :
The interplay of the constitutional and legal provisions being well cut and well defined
requires no marked elaboration to stress the point. Accordingly, we allow this appeal, set
aside the judgment and order of the High Court and issue the writ and direction asked for
in favour of the Union of India restraining the respondent council from raising demands on
the railway in regard to service charges. We make it clear that the rights of the local
authority as flowing under Section 135 of the India Railways Act, 1890 stand preserved in
the event of the Central Government moving into the matter, if not already moved. In the
circumstances of the case, however, there will be no order as to costs.
15.
From this it is not clear whether the impugned demand was a charge for some
service rendered, such as that which is involved in the present case with regard to water
supply or with regard to sewerage. As already pointed out, what is prohibited by Article
285 is taxation on the property of the Railways and it does not prohibit charge of a fee on
account of some service rendered by the local bodies or instrumentality of the State like
supply of water or maintenance of sewerage. Such a charge would be in the nature of a fee
and not a tax.
16.
The other decision which has been heavily relied on by the appellants in Ranchi
Municipal Corporation, Ranchi & Ors. (supra). In this case, their Lordships merely
followed the decision in Purna Municipal Council (supra) and disposed of the matter.
Again the question is what was the nature of the demand raised by the State against the
Railways. In this case, their Lordships after following the judgment in Purna Municipal
Council (supra) observed as follows :
Therefore, it cannot be construed that there is any contract between the Union of India and
the Municipality. In view of the fact that the Municipality has no right to demand service
charges from the Union of India, the demand made by the Municipality is clearly ultra
vires its power. It is true that earlier WP No.2844 of 1992 was filed and was dismissed by
the High Court and the special leave was refused by this Court on the ground of gross
delay. It was also observed at paragraph 5 as follows :
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It is now settled law that the summary dismissal does not constitute res judicata for
deciding the controversy. Moreover, this being a recurring liability which is ultra vires the
power, earlier summary dismissal of the case does not operate as a res judicata.
17.
Therefore, from the perusal of these two decisions what emerges is that no property
of the Union of India can be subjected to State taxation, but these decisions do not deal
with a charge for services rendered by any State or an instrumentality of the State. In this
connection, our attention was invited to a decision of this Court in New Delhi Municipal
Council v. State of Punjab & Ors. [(1997) 7 SCC 339]. This was also a case where
Articles 289, 246 (4), 245 (1) and 1 (2), 3 (b) and 285 came up for consideration. As per
the majority it was held that levy of property tax on such lands/buildings which are not
used or occupied for the purpose of any trade or business carried on by the State
Government with profit motive was invalid and incompetent by virtue of Article 289(1).
But if the levy is on lands/buildings used or occupied for any trade or business carried on
by or on behalf of the State Governments, then by virtue of Article 289(2), the levy would
be valid. It was also observed that it was for the authorities under the enactments to
determine with notice to the affected State Governments, which land or building is used or
occupied for the purposes of any trade or business carried on by or on behalf of the State
Government. As against this, the minority view was that the State are entitled to
exemption from levy of property tax on their lands/buildings situated within NCT
including those occupied for trade or business purposes. This case also does not throw any
light on the question whether the services which are being given by the State Government
or its instrumentality or the local bodies like supply of water and maintenance of sewerage
will have the exemption under Article 285 of the Constitution ? This was also a case with
regard to levy on the property of the State. So far as we are concerned in the present case,
there is no levy on the property of the Union of India. Therefore, this case also does not
provide us any useful assistance. As against this, our attention was invited to a subsequent
decision of this Court in Municipal Corporation, Amritsar v. Senior Superintendent of Post
Offices, Amritsar Division & Anr. [(2004) 3 SCC 92]. In this case, their Lordships were
directly dealing with charges for the water supply, street light, drainage services being
rendered to P & T Departments buildings situated within the Municipal limits. In that
context, their Lordships held as follows :
The demand so made was with regard to the services rendered to the respondents
Department, like water supply, street-lighting, drainage and approach roads to the land and
buildings. In the counter, the respondents averred that they are paying for the services
rendered by the appellant Corporation by way of water and sewerage charges and power
charges separately. It is also categorically averred that no other specific services are being
provided to the respondents for which the tax in the shape of service charges can be levied
and realized from the respondents. There is no provision in the Municipal Corporation Act
for levying service charges. The only provision is by way of tax.
Undisputedly, the appellant Corporation is collecting the tax from general public for water
supply, street-lighting and approach roads etc. Thus, the tax was sought to be imposed in
the garb of service charges. The interplay of the constitutional and legal provisions being
well cut and well defined, it was clearly not within the competence of the Corporation to
impose tax on the property of the Union of India, the same being violative of Article 285
(1) of the Constitution.
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18.
In this case, what is clear is that in fact the P & T Department was paying for water
supply and sewerage separately and it was over and above that some service charges were
levied under the garb of service charges which was exempted by the Constitution. In the
present case, what is being charged is in fact water supply and sewerage. Therefore, so far
as this part is concerned, it is affirmed by this Court in the aforesaid decision. But what is
not accepted was that over and above the charges for supply of water and sewerage and
power charges, the Municipal Corporation was levying service charges which were not
contemplated under the Municipal Corporation Act for levying such service charges.
Therefore, indirectly so far as demand for water supply, sewerage was concerned, it was
accepted by the P & T Department and they were paying the same to the Municipal
Corporation.
19.
Our attention was invited to another decision of this Court in Sona Chandi Oal
Committee & Ors. V. State of Maharashtra [(2005) 2 SCC 345]. In this case, the question
was whether levy of inspection fee for renewal of moneylenders licence was valid or not.
Their Lordships held that fee charged is regulatory in nature to further the objects of the
Act and it has nexus with services rendered to moneylenders. However, it was observed
that service to be rendered is not a condition precedent and there should be reasonable
relationship between levy of fee and services rendered and in that context, their Lordships
affirmed the validity of levy of fee under the Bombay Money-Lenders Act, 1946.
20.
Our attention was also invited to a decision of this Court in Vijayalashmi Rice Mill
& Ors. V. Commercial Tax Officers, Palakol & Ors. [(2006) 6 SCC 763]. In this case,
their Lordships considered the distinction between fee, cesses and taxes. Their Lordships
held that ordinarily a tax generates general revenue not for any service rendered.
However, the nomenclature is not important. Sometimes a tax may be in reality a fee,
depending upon its nature. It was observed that the earlier concept of fee has undergone a
sea change and rendering of some specific service to a particular payer of fee is no longer
considered necessary to sustain the levy of fee provided there is a broad and general
correlationship between the totality of the fee imposed and the totality of the expenses on
the service rendered. This discussion makes it clear that the distinction between a tax and
a fee remains, even though the concept of a fee has undergone a sea change.
21.
A reference was also made to another decision of this Court in Karya Palak
Engineer, CPWD, Bikaner v. Rajasthan Taxation Board, Ajmer & Ors. [(2004) 7 SCC
195]. In this case, a three judge Bench held that Article 285 which contemplates
exemption of Union property from State tax, does not extent to exemption from levy of
indirect tax. In this case, the question was exemption of sales tax in a works contract for
erection of barbed wire. CPWD in terms of the contract supplied the construction
materials after purchasing the same on payment of consideration and was adjusting the
value of the materials in the final bills of the contractor. The question was whether there
was immunity for the property of the Union from the State taxation under Article 285.
Their Lordships held that from the case law it is clear that the Union is not exempted from
the levy of indirect tax under Article 285. Their Lordships after examining the decision in
re Sea Customs Act (1878) S.20(2) (supra) in reference by a nine Judge Bench observed
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that Article 285 is a mandate and not indirect tax such as sales tax. Their Lordships
concluded with reference to sales tax which reads as follows :
We may in this connection contrast sales tax which is also imposed with reference to
goods sold, where the taxable event is the act of sale. Therefore, though both excise duty
and sales tax are levied with reference to goods, the two are very different imposts; in one
case the imposition is on the act of manufacture or production while in the other it is on the
fact of sale. In neither case therefore can it be said that the excise duty or sales tax is a tax
directly on the goods for in that event they will really become the same tax.
22.
The aforesaid decision came up for consideration in New Delhi Municipal Council
(supra) . Their Lordships concluded at paragraph 16 as follows :
From the above judgment of this Court, it is clear that the Union is not exempted from the
levy of indirect tax under Article 285 of the Constitution. The above discussion also
shows that reliance placed on the judgment of this Court in the case of New Delhi
Municipal Council by one of the learned counsel for the appellants is wholly misconceived
and is opposed to his contention with reference to Article 285 of the Constitution.
23.
Though these observations were in reference to Sales Tax Act but the reasoning
equally applies in this case also. In this case what is being charged is for service rendered
by the Jal Sansthan i.e. an instrumentality of the State under the Act of 1975. Section 52 of
the Act states that the Jal Sansthan can levy tax, fee and charge for water supply and for
sewerage services rendered by it as water tax and sewerage tax at the rates mentioned
therein. Though the charge was loosely termed as tax but as already mentioned before,
nomenclature is not important. In substance what is being charged is fee for the supply of
water as well as maintenance of the sewerage system. Therefore, in our opinion, such
service charges are a fee and cannot be said to be hit by Article 285 of the Constitution. In
this context it is to be made clear that what is exempted by Article 285 is a tax on the
property of the Union of India but not a charge for services which are being rendered in the
nature of water supply, for maintenance of sewerage system. Therefore, in our opinion,
the view taken by the Division Bench of the Allahabad High Court is correct that the
charge is a fee, being service charges for supply of water and maintenance of sewerage
system, which cannot be said to be tax on the property of the Union. Hence it is not
violative of the provisions of Article 285 of the Constitution.
24.
As a result of our above discussion, we do not find any merit in this appeal and the
same is dismissed. There will be no order as to costs.
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