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Judgement

Dulat, J.

(1) This is a second appeal by the plaintiffs who have failed in both the Courts
below. The appeal came up for hearing before a Single Judge of this Court in the
first instance, but he referred it for decision to a larger Bench as certain
questions touching the interpretation of the Constitution and the validity of a
statute were involved.

(2) The facts are not in doubt and have not been disputed, and the whole
argument in the case turns on questions of law. In Pathankot, which is in the
Gurdaspur district, there exists a fairly prosperous timber market and several
timber merchants, including the 8 plaintiffs appellants have their businesses
there. The timber is brought down the river Ravi, and is collected mainly at two
places, namely, Madhopur which is the head of the Upper Bari Doab Canal, and
Shahpur Kandi which is a few miles above Madhopur. Both these places are
connected with Pathankot by road, and these roads are of course, subjected to
fairly heavy traffic. Sometime in 1940 a proposal was made in the District Board,
Gurdaspur, for the imposition of a tax on timber passing over Shahpur Kandi-
Pathankot Road.

In the meantime, however, while the proposal was still pending, one of the big
timber merchants, Messrs. Spedding Dinga Singh and Company, made an offer
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to pay Rs. 1,200/- per annum as a voluntary contribution for the maintenance of
the Shahpur Kandi-Pathankot Road, and, in view of this offer, the proposal to
levy a tax was for the time being shelved. For a number of years Messrs.
Spedding Dinga Singh and Company kept on paying this amount to the District
Board. During 1952-53, however, that Company felt disinclined to pay the whole
amount and paid only half of it, suggesting that the other half should be collected
from other timber merchants. This led to the revival of the proposal to levy a tax.
In September, 1953, therefore, the District Board adopted a resolution proposing
a tax at the rate of two annas per sleeper carried over the two roads, Shahpur
Kandi-Madhopur Road and Shahpur Kandi-Pathankot Road. Objections were
invited and in due course the proposal was sent up to the State Government.
After considering the proposal the State Government approved it in part,
suggesting that the tax should be at the rate of one anna per sleeper.

The matter was again considered by the District Board after objections had been
invited, and once again the resolution to impose a tax on timber at the rate of
one anna per sleeper was sent up to Government. This was approved and a
notification imposed the tax was published on the 9th October 1956 by the State
Government. By this notification, tax was imposed on sleepers at the rate of one
anna per sleeper transported along the Shahpur Kandi-Madhopur Road and
Shahpur Kandi-Pathankot Road with effect from the 1st of February 1957. This
led to the present suit by the timber merchants, claiming a declaration that the
imposition of this particular tax was illegal. Several grounds in support of the
alleged illegality were taken but they were all found unacceptable by the trial
Court which, therefore, dismissed the suit. The conclusions were affirmed by the
learned Additional District Judge on appeal which was dismissed with costs. Most
of the same objections have been again taken before us.

(3) The tax has been imposed by virtue of Section 30 of the Punjab District
Boards Act which runs thus-

"30. A District Board may, with the previous sanction of the State Government,
impose any tax which the State Legislature has power to impose in the State
under the constitution:

Provided that-

(a) the State Government may empower any District Board to impose without
such sanction one or more of such taxes subject to such limitations as it may
prescribe;

(b) no tax imposed under this section shall be imposed in respect of any property
subject to the local rate; and

(c) a District Board which immediately before the commencement of the
Constitution was lawfully levying any tax under this section, as then in force,
may continue to levy that tax until provisions to the contrary is made by
Parliament.
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Explanation:--In this section "tax' section "tax" includes any duty cess or fee."
Then follows section 31 in these words-

"31. (1) A district board may resolve, at a meeting convened and constituted in
such manner as the State Government may prescribe, to propose the imposition
of any tax u/s 30.

(2) When a resolution has been passed under sub-section (1), the board shall
publish a notice defining the class of persons of description of property proposed
to be taxed, the amount or rate of the tax to be imposed and the system of
assessment to be adopted.

(3) Any person likely to be directly affected by the proposed tax, and objecting to
the same, may, within thirty days from the publication of the notice, send his
objection in writing to the board; and the board shall, at a meeting convened and
constituted as aforesaid, take his objection into consideration.

(4) If no objection is sent within the said period of thirty days, or the objections
received, having been considered as aforesaid, are deemed insufficient, the
board may submit its proposals to the State Government, with the objections (if
any) which have been sent in and with its decision thereon.

(5) The State Government, on receiving proposals under sub-section (40), may
sanction the same, or refuse to sanction them, or return them to the board for
further consideration.

(6) When the proposals of a District Board in respect of a tax have been
sanctioned by the State Government, then-

(a) in Punjab, the State Government shall notify the imposition of the tax in
accordance with the proposals, and shall in the notification specify a date not less
than three months from the date of notification on which the tax shall come into
force;

(b) elsewhere the Board may, at a meeting convened and constituted as
aforesaid, direct the imposition of the tax in accordance with those proposals, so
however, that in giving such a direction the Board shall fix a date on which the
tax shall come into force, not being less than three moths from the date of the
meeting, and the direction shall be notified in the Official Gazette for the State.

(7) A notification of the imposition of a tax under this Act shall be conclusive
evidence that the tax has been imposed in accordance with law."

It will be observed that while Section 30 contains the power of taxation, Section
31 lays down the procedure for imposing a tax.

(4) Mr. Awasthy"s first contention before us is that Section 30 of the District
Boards Act is invalid because here the State Legislature has given power to the
District Board to legislate on the question of taxation without laying down any
guiding principle, and the Legislature has thus abdicated its essential function
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and the delegation is so unbounded that it amounts to the setting upon a parallel
legislature. This argument ignores the limitations placed by Sections 30 on the
power of the District Board. The first limitation, which is inherent in the
provision, is that a tax can be imposed by the District Board only for the
purposes of the District Boards Act. The second limitation, and that of course is
expressly stated, is that the power of the State Legislature in the same matter,
and there is then the factor of control also clearly expressed that the imposition
of a tax is to be effective only with the previous sanction of the State
Government. Then there is a further limitation in proviso (b) to Section 30 of the
Act which debars a District Board from imposing a tax on any property subject to
local rate. In the face of these clear limitations and guiding principles, it is, in
may opinion, idle to suggest that by enacting Section 30 the State Legislature
has set up a parallel legislature or that the State Legislature has abdicated its
essential legislative function.

It has to be remembered that the main purpose of the District Boards Act is, as
its preamble states, to make a better provision for local self-government in the
districts of Punjab, and District Boards in all the districts have been set up for
that purpose. For the proper functioning of such District Boards, it is necessary to
provide them with funds, and that of course has been done, but, as the needs of
a District Board cannot in their nature be static, a provisions had to be made for
extension of revenue, and it was for this purpose that power had to be given to
the District Boards to impose taxes within their jurisdiction. That power had been
given by Section 30 of the Act, but the limits within which the power has to be
exercised have been clearly indicated. It is not seriously suggested that the State
Legislature could not have authorised the District Boards to impose certain
specified taxes, and, if that be so, then I can see no objections to the State
Legislature authorising the District Boards to impose all or any of the taxes
contained in the State List occurring in the Constitution.

It was obviously impossible for the State Legislature to visualise beforehand what
kind of tax would be suitable for the purposes of a particular District Board, and,
instead of arbitrarily limiting the scope of taxation to named items, the State
Legislature appears to have thought it proper and convenient to leave the whole
field open to the District Boards, and I can see nothing unreasonable about this
decision when, at the same time, the State legislature has taken care to impose
certain restrictions in that respect. The argument, therefore, that Section 30
results in the abdication of essential legislative function by the State Legislature
cannot, in may opinion, hold good. Very similar power has been given to the
Municipal Committees under the Punjab Municipal Act, and it is pertinent to
notice that in connection with somewhat similar power exercisable by a Municipal
Committee under the Bombay District Municipalities Act, 1901, an argument on
the lines adopted by Mr. Awasthy before us was found unacceptable by the
Supreme Court in The Western India Theatres Ltd. Vs. Municipal Corporation of
The City of Poona,
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S. R. Das, C. J., said there-

"The second point urged before us in support of this appeal is that Section 59(1)
(xi) is unconstitutional in that the Legislature had completely abdicated its
functions and had delegated essential legislative power to the municipality to
determine the nature of the tax to be imposed on the rate payers. Learned
counsel for the appellant urges that the power thus delegated to the municipality
is unguided, uncanalised and vagrant, for there is nothing in the Act to prevent
the Municipality from imposing any tax it likes, even, say Income Tax. Such
omnibus delegation, he contends, cannot on the authorities be supported as
constitutional. We find ourselves in agreement with the High Court in rejecting
this contention.

In the first place, the power of the municipality cannot exceed the power of the
provincial legislature itself and the municipality cannot impose any tax, e.g.,
Income Tax which the provincial legislature could not itself impose. In the next
place, section 59 authorises the municipality to impose the taxes therein
mentioned "'for the purposes of this Act". The obligations and functions cast upon
the municipalities are set forth in Chapter VII of the Act. Taxes, therefore, can be
levied by the municipality only for implementing those purposes and for no
others purpose.”

In the present case, the restrictions are even more stringent and the guiding
principles more clearly stated, and I cannot find any ground for holding that
Section 30 of the Punjab District Boards Act offends against the rule of excessive
delegation of legislative function, and, in may opinion, the courts below were
right in repelling this contention.

(5) Mr. Awasthy then says that the tax imposed is a colourable piece of
legislation as the tax has in reality been imposed for maintaining two particular
roads and is thus a tax not on goods carried by road but a tax for the
maintenance of the roads. There is little substance in this contention. The tax is
on goods, namely, timber sleepers carried over two roads. Item 56 of the State
List clearly authorises the imposition of such a tax. It is in no sense a tax on
roads, although of course it has to be paid by those persons who transport
timber sleepers along certain roads. Mr. Awasthy, in this connection, emphasises
what he calls the underlying purpose of the tax which, according to him, was the
maintenance of these two particular roads. Obviously, if the maintenance of
these roads is the duty of the District Board, that Board is entitled to raise
revenue necessary for its purpose. The mere fact, therefore, that some of the
revenue accruing as a result of this particular tax will be spent for the
maintenance of the roads in question, cannot make the tax illegal or dishonest or
colourable as it has been called.

This is apart from the fact that the evidence in the case shows, and that is the
finding of the courts below, that this tax was imposed in order to increase the
revenue of the District Board and the resolution imposing it expressly says that it
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will be used for development works in the Tehsil. The proceeds of the tax go into
the general revenue of the District Board and the proceeds thereafter have no
necessary link with the maintenance of the roads. The suggestion, therefore, that
the District Board has in the guise of a tax on goods imposed in fact another kind
of tax, is without any substance.

(6) Reliance was then placed by Mr. Awasthy on the circumstances that timber
carried over only two roads has been taxed, leaving out timber carried over other
roads, and in this way there has been arbitrary and unconstitutional
discrimination, and the imposition is therefore unlawful. Again, I find there is no
force in this contention. There is no evidence that any timber in sufficient
quantity, to make the collection of tax worth-while is actually carried over any
other road in that neighbourhood or in the district, the fact, on the other hand,
being that the bulk of the timber that goes to the Pathankot market is carried
over the two roads, that it, Shahpur Kandi-Madhopur Road and Shahapur Kandi-
Pathankot Road. It is, therefore, understandable why the District Board confined
the imposition of the tax to the carriage of timber sleepers over these two roads,
and the two roads have been singled out not arbitrarily but because of sound
reason, and the classification thus made is entirely rational.

(7) Mr. Awasthy's next contention is that the necessary procedure for the
imposition of the tax was not followed in this case and the imposition is,
therefore, illegal. What is suggested in this connection is that a tax can be
imposed only with the '"previous sanction" of the State Government and not
merely with the '"sanction" of the State Government, and that in the present
case previous sanction was not obtained in so far as the District Board proceeded
to consider the proposal for the tax before the State Government's sanction.
According to Mr. Awasthy, sanction has to be obtained at two stages, first before
the District Board considers the proposal secondly after the proposal is adopted
by the District Board. There is nothing in Section 30 of the District Boards Act to
warrant such a conclusion, for all it says is that the District Board '""may with the
previous sanction of the State Government impose any tax" and the meaning
obviously is that previous to the imposition of the tax there must be the State
Government''s sanction in existence. The tax in the present case was imposed by
notification issued on the 9th October 1956 and before then, of course, the
sanction of the State Government had been obtained.

On principle there seems to me no point in insisting on two sanctions by the
State Government at two stages, for all that is necessary for the lawful
imposition of a tax is that it must be acceptable both to the District Board and
the State Government. Section 31 provides the procedure for the imposition of
the tax, and the entire procedure was in the present case gone through, and the
suggestion that, apart from the various steps mentioned in Section 31 of the Act,
something else had also to be done is, in may opinion, unwarranted. It is
unnecessary to pursue the matter further because, as it happens in the present
case, there was in fact the sanction of the State Government both before and
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after the District Board decided to impose the tax now in question. What
happened was that the District Board sent up a proposal to the State
Government. That proposal, was for the imposition of a sleeper-tax at the rate of
two annas per sleeper. The State Government, accorded approval to the
imposition of a sleeper-tax at the rate of one anna per sleeper. It was this
proposal which the District Board subsequently considered and decided to adopt
and thereafter once again there was the sanction of the State Government. In
the present case, therefore, there is no substance at all in this particular
submission.

(8) Finally, Mr. Awasthy urged, although this argument could not be seriously
pressed, that the District Board had at one stage accepted another kind of
arrangement that had been made with Messrs. Spedding Dinga Singh and
Company, and that the District Board should be held bound by the arrangement.
It has been found by the Courts below that there was in fact no binding
arrangement made in this connection, but, apart from that, it is obvious that in a
matter of this kind the District Board cannot possibly be held to have precluded
itself from imposing the tax merely because some years before then it had, in
view of certain circumstances, decided to drop the proposal for such a tax. We
are here dealing with statutory obligations and statutory powers and the exercise
of such powers and the discharge of such obligations cannot be subordinated to
any arrangement which might, for the time being, be found convenient. The
District Board, was, in my opinion, fully competent to drop the proposal for a tax
at one time and equally competent to reconsider the matter and impose the
same or a similar tax on a subsequent occasion, and Mr. Awasthy's argument in
this connection cannot possibly be accepted.

(9) No other question has been raised before us. The present appeal must, in the
circumstances, fail, and I would dismiss it with costs.

Dua, J.

(10) I agree.
D.K. Mahajan, J.
(11) I agree.

(12) Appeal dismissed.
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