REPORTABLE

I N THE SUPREME COURT OF | NDI A
CIVIL APPELLATE JURI SDI CTI ON

SPECI AL LEAVE PETITION (CIVIL) NO 8684 COF 2010

ASSTT. GENERAL MANAGER,
KARNATAKA STATE FI NANCI AL CORPORATI ON Appel | ant (s)

: VERSUS:

GENERAL SECRETARY, MYSCRE DI VI SI ON
| NDUSTRI AL WORKERS GENERAL UNI ON AND ORS. Respondent (' s)

ORDER

Heard Ms. Kiran Suri, |earned counsel for the
appellant in support of this petition and M.
Raghupat hy, | earned counsel appearing for the

respondent Trade Union.

2. This  speci al | eave petition seeks to
chal l enge the judgenent and order dated 16.12.2009
rendered by a Division Bench of the Karnataka Hi gh
Court in Wit Appeal No.1382/2009 whereby the wit
appeal filed by the respondents was all owed, and the
order passed by the | earned Single Judge of the High
Court dismssing Wit Petition No.4529/2009 filed by

t he respondent was set asi de.

Page 1



3. The short facts leading to the present
speci al | eave petition are this w se: The respondent
No.1 is a Trade Union registered under the Trade
Uni ons Act, 1926 and was representing the worknmen of
the industrial concern known as Msore Panel and
Boards Pvt. Ltd. This conpany closed down its
manufacturing activities sonetinme in January, 2002,
| eaving sone 83 worknen j obl ess. Consequent upon the
closure of the said conpany, there were various
statutory and legal dues of the worknen, and for
that purpose they filed Applications under Section
33-C of the Industrial D sputes Act, 1947 as well as
under t he Paynment of Gatuity Act . Those
applications wer e al | owed by t he concer ned
authorities. Thus, one Application was allowed by
order dated 4.3.2005 for a claim of Rs.4,71,781/-,
anot her Application was allowed by the order dated
30. 8. 2005 for a claim of Rs.16,66,585/- and the
third Application filed under the Paynent of
Gatuity Act was allowed by order dated 13.9.2005
for a sum of Rs.7,78,696/-, resulting into total
dues of Rs.29,17,062/-. Having waited sufficiently,

the respondent Trade Union wote to the Deputy
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3
Commi ssioner of the Mysore District, Mysore by its
|l etter dated 28.8.2008 seeking recovery of these

anounts.

4. It o) transpired t hat t he Deput y
Comm ssioner, Mysore District was not quick enough
in taking the necessary steps, whereas the
petitioner Corporation which had its claim against
this conpany, proceeded to sell the |easehold rights
of the conmpany for realizing the anmount of
Rs. 24, 00, 000/ -. The claim of the worknen as
aforesaid was for Rs.29,17,062/-. Fearing that the
anmount recovered by the sale of the |easehold rights
of the conpany wll seriously erode the dues of
wor kmen, the respondents filed a wit petition
before the High Court. The first prayer in the wit
petition was for issue of a wit of mnmandanus or
direction to the Deputy Conm ssioner, M/sor e
District to take imedi ate steps to proceed agai nst
the Conpany for recovery of statutory and |egal dues
of the worknmen as arrears of |and revenue by selling
the assets of the Conpany. Prayer (b) of the wit
petition was to seek wit of mandanus or direction

or order to t he Kar nat aka St at e Fi nanci al
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4
Corporation, which is the petitioner herein, not to
appropriate the sale proceeds from the sale of
machi nery and other assets (realized pursuant to the
public auction) and to apportion the sane to satisfy

the clains of the worknen in accordance with | aw

5. The learned Single Judge of the Karnataka
Hi gh Court dismssed this wit petition, though the
appeal therefrom was allowed by a D vision Bench of
the High Court. Being aggrieved by the judgnent and
order passed by the D vision Bench of the Hi gh
Court, the present special |eave petition has been

filed by the petitioner.

6. The submission of M. Kiran Suri, |earned
counsel for the appellant Corporation is that under
Section 29 of the State Financial Corporations Act,
1951, the Financial Corporation has a right to take
over the managenent or possession of the properties
or both of the industrial concern, and this right
has precedence over all other clains. She relies
upon Section 31 of the said Act which gives special
provisions for enforcenent of the clains of the

Fi nancial Corporation. M. Suri criticises the
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5
judgnent of the H gh Court which |ooked into the
proviso to Section 529 of the Conpanies Act, 1956
under which the dues of the worknen are given a
precedence. The subm ssion of M. Suri was that
unless the liquidation proceedings are taken, the
rights of the worknmen under Section 529 of the
Conpani es Act cannot fructify, and until then those
rights cannot have any precedence over the rights of
the State Financial Corporation under Sections 29 &

31 of the State Financial Corporations Act, 1951.

7. The |earned counsel relies upon a few

decisions of this Court. Firstly, on Central Bank of

India vs. Sriguppa Sugars & Chemicals Ltd. and Os.,

(2007) 8 SCC 353. In that case, this Court has held
that the rights of the appellant Bank had precedence
over the worknen's dues and the statutory rights,
li ke that of the Cane Conmm ssioner. She relies upon
particularly paragraphs 16 and 17 of the said
judgnent where it has been held that the rights of
t he appel |l ant Bank cannot be affected by the orders
of the Cane Commissioner and both the Cane
Comm ssioner, and the worknmen, in the absence of a

| i qui dation, stand only as unsecured creditors and
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6
their rights cannot prevail over the rights of the
wor kmen. She has also relied upon the decision of

this Court in the case of Union of India and Os.

vs. SicomLimted and another, (2009) 2 SCC 121, and

particularly paragraphs 16 and 23 thereof. In
paragraph 23, Section 46-B which deals wth the
rights of the State Financial Corporation, has been
referred to, and it is held that the non obstante
clause in that Section will not only prevail over

the contract but al so other | aws.

8. W may we refer to Section 46-B of the State
Fi nancial Corporations Act, 1951 which reads as
fol |l ows:

“46B. Effect of Act on other laws.- The

provision of this Act and of any rule or orders
made t her eunder shal | have ef fect
notw t hst andi ng anything inconsistent therewith
contained in any other law for the tine being in
force or in the nmenorandum or articles of
associ ation of an industrial concern or in any

ot her instrunment having effect by virtue of any

| aw other than this Act, but save as aforesaid,

the provisions of this Act shall be in addition

to, and not in derogation of, any other |aw for

the tinme being applicable to an industrial

concern.” (enphasis supplied)
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9. The two authorities relied upon by M. Suri

will have to be |looked at in a proper perspective

As far as the judgnent of this Court in Central Bank
of India (supra) is concerned, the Court has not
di scussed the provision of Section 46-B and
particul arly, t he | at er part t her eof whi ch
specifically lays down that the provisions of the
State Financial Corporations Act, 1951 shall be
applicable in addition to, and not in derogation of
any other laws for the tinme being applicable to an
i ndustrial concern. Simlarly, the judgnment in Sicom
Limted (supra), though refers to the provision of
Section 46-B of the State Financial Corporations

Act, 1951, does not deal with the effect thereof.

10. In the present case, as we have noted above,
the worknen had their rights adjudicated way back in
the year 2005, and the Court concerned had hel d that
they were entitled to their dues under Section 33-C
of the Industrial Disputes Act, 1947 as well as
under the Paynent of Gatuity Act. Unfortunately,
the Labour Comm ssioner had not proceeded with the

proceedings for realizing the clains of the worknen
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8
which he was expected to realize from the sale
proceeds of the assets of the conpany. Merely
because t he appel | ant Fi nanci al Cor por ati on
subsequently sold the properties, that by itself
cannot destroy the rights of the worknen which they
had under the orders passed by the conpetent Courts.
Under Section 46-B, the provisions of the State
Fi nanci al Corporations Act shall be applicable in
addition to, and not in derogation of any other |aw
for the time being applicable to an industrial
concer n. The Hi gh Court conpared the claim of the
petitioner with the clainms of the worknmen where a
conpany goes into |liquidation and held that the dues
of the worknen shall have preference. The conparison
has to be seen with proper perspective and that has
to be seen on the backdrop of Section 46-B of the
Act . W do not find any error in the order passed
by the High Court. This special |eave petition is,

t herefore, dism ssed.

( RANJAN GOc&)
New Del hi ;
April 03, 2013.
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