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Note on Conversion of Leasehold land of MCGM to Freehold ( Reversionary Rights ) 
 

1. In implementation of its objective of the Govt. / Govt. bodies disengaging from business, the 
State Govt. has recently notified “The Maharashtra Land Revenue (Conversion of Occupancy 
Class-II and Leasehold lands into Occupancy Class – I lands) Rules, 2019” on 8.3.2019. 
 

2. This note is for a conversion proposal to be considered by the Municipal Corporation of Greater 
Mumbai [“MCGM”] for lands leased by the British Raj  through 1897-pre 1947 and post-
independence inherited by the Bombay Improvement Trust and eventually now referred as 
MCGM Estate  by Leases in perpetuity or for long terms (for varying periods).  The material 
aspects in this regard are discussed below -  
(a) Such leases/licenses were granted against payment of huge premiums based on then 

prevalent market values at that time, and MCGM has already received the intrinsic value of 
the lands at the inception of the lease. 
 

(b) The perpetual Leases entitle the Lessee to transfers without prior consent of MCGM.  
Recently amended Section 92(dddd) of the Mumbai Municipal Corporation Act, 1888 
provides for additional conditions provided in the lease deed, but applies only to leases 
granted for whatever term, and not to leases in perpetuity. (The differentiation between a 
lease in perpetuity and leases (other than a lease in perpetuity) i.e. for whatever term is in 
S.92 (b) (iii), and S.105 of the Transfer of Property Act which defines a lease as a right to enjoy 
property for a certain time, or in perpetuity). Perpetual Leases are akin to ownership and 
stand on a higher footing, as compared to leases for whatever term.  Consequently, Lessees` 
case is that S.92 (dddd) does not apply to perpetual leases, even if courts declare S.92 (dddd) 
to be valid. 

 
(c) Lease deeds/Licenses for 999 years which does not prohibit assignment or transfer for whole 

of the term granted, entitle Lessees to sub-lease for a term less than the balance term, 
without any prior permission or payment of premium. In fact, amended Section provides for 
these S.92 (dddd) conditions “in addition to the conditions stipulated under the lease deed”. 
Consequently, Lessees` case is that (a)  sub-leasing for a term less than the balance term 
under the lease deed, does not require prior permission or payment of premium; and (b) in 
any event, contractual conditions in the lease deeds are saved and continued by S.92(dddd). 

 
(d) MCGM is embroiled in multiple litigation relating to leasehold properties, including in respect 

of transfer premiums, reduction of the perpetual as well as long term leases to 30 year leases 
and increase of rents of perpetual and long term leases (sought to be imposed on the basis of 
circulars and resolutions). Several adverse orders have been passed against MCGM in earlier 
multiple rounds of litigation in Bombay High Court and Supreme Court [including (a) charging 
transfer premiums based on resolutions, without any power in law [subsequently sought to 
be modified by amending S.92 of the MMC Act], (b) regarding the reduction in lease period to 
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30 years, and (c) increase of lease rent. There are subsisting restraint orders passed by the 
Bombay High Court against MCGM in certain matters. 

 
(e) The public (including the lessees / tenants /occupants / business community) and even the 

officers of MCGM are trapped in the quagmire of widespread uncertainty and imbroglios 
relating to the legal rights and management in respect of MCGM leasehold properties.  
Consequently, in every case relating to transfers, change of use, re-development etc., MCGM 
has been processing the leasehold property matters by accepting without prejudice 
undertakings pending the final decision of the courts. 

 
(f) For these reasons, the value of the properties in the hands of both MCGM and its Lessees has 

eroded substantially, and such properties have acquired the onerous reputation of being 
problematic and pariah properties. Meanwhile, MCGM is incurring huge costs in respect of 
these properties, including for the day to day management and monitoring, and also for the 
multiple litigation; which costs are probably not justifiable in proportion to the rental / other 
revenue being generated by MCGM. At the same time the flats in the Leasehold buildings 
post redevelopment costs more with time period restrictions than the flats in freehold 
buildings resulting in non-marketability of leasehold plots/buildings. 

 
(g) It is relevant that MCGM as a statutory corporation is exempted from the Rent Act 

Legislation (inter alia giving permanent protection to tenants) only on the basis that would 
not be actuated by any profit making motive so as to unduly enhance the rents or eject the 
tenants from their respective properties as private landlords are or are likely to be. The 
Courts have recognised that the basis of differentiation in favour of the public authorities 
was on the ground that they would not act for their own purpose as private landlords do but 
must act for public purpose. Being a public body, even in respect of its dealing with its 
tenant, it must act in public interest.1 

 
3. In the aforesaid background, it is necessary for MCGM to consider a rational, efficient and 

workable scheme for conversion of its leasehold lands; on the following lines.  
 
(a) MCGM can offer to sell and transfer to the Lessee, its reversionary rights as a Lessor, for a 

sale price depending on the type of the lease. On purchase of reversionary rights, the lease 
would be determined and merged in the reversion, and the Lessee would become the 
absolute owner (as provided in S.111 (d) of the Transfer of Property Act). This is necessary to 
obviate multiple documentation and related stamp-duty and other issues relating to sale of 
the property.  
 

                                                           
1 SC – In Dwarkadas Marfatia Vs. Board of Trustees of the Port of Bombay, dt. 27.4.1989 (AIR 1989 1642 = 1989 SCR(2) 751); 
Rampratap Jaidayal Vs. Dominion of India ([1952] 54 BOM LR 927; Baburao Shantaram More Vs. The Bombay Housing Board  
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(b) Considering the factors detailed in Paras 2(a) to 2(g) above, MCGM can charge the Lessee, a 
sale price of the reversionary rights on the following lines2 - 

 
Sl. No Original Lease Conversion Premium (% of RR rates of 

Land) 
 

Commercial Residential Mixed Use 
 Leases in Perpetuity 10%  

As submitted in the 
proposal 

Prorata of 
commercial  999 years 15% 

 99 years 25% 17.5% 
 30 years 35% 25% 
 15 years 50% 37.5% 

 
(c) The conversion premium should be reasonable and not exorbitant or accentuated by profit 

motive, to enable Lessees to actually come forward and pay such sale price. *Since the lands 
in perpetuity & 999 years have already paid market value at the time of lease a considered 
view is requested and proposed since these are largely cessed buildings with rents frozen 
under Rent Control Act with redevelopment potential under DCPR 33/7 and DCR 33/9.   
 

(d) The conversion premium for the reversion should be based on the original tenure of the 
registered lease deed and in respect of the demised leasehold premises, independently of 
any litigation or of any undertakings obtained from the Lessee.  

 
(e) In cases where lease deed not executed but licenses issued no penalty to be levied and to 

treat such lands at par with leased properties. 
 
(f) In cases where all premiums are already paid and buildings redeveloped OC obtained and 

Coop Society formed. There should be no insistence of 30 years and immediately all such 
buildings must be converted as freehold without charging any further premium. 
 

                                                           
2 The conversion premium in respect of the Govt. Lands is as follows - 

Sl. 
No. 

Type of Occupancy of Land Premium upto 3 yrs - (% of land value as per 
rates in curr.ASR) 
Commercial / 
industrial  

Residential 

1 Occupancy class– II Land 50% 15% to 10% 

2 Occupancy class– II Land held 
by co-operative housing 
society 

- 15% 

3 Leasehold Land 50%  25% 
4 Leasehold Land held by a Co-

op.Hsg. Soc  
- 15% 
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(g) All subsisting demands and disputes, and the litigation would ipso-facto stand closed on 
registration of the sale deed in respect of the reversionary rights, with all disputed demands 
and notices being withdrawn by MCGM).  

 
(h) Amounts deposited by Lessee on a without prejudice basis, should be adjusted against the 

conversion premium on the date of registration of the sale deed (to obviate double exposure 
to the Lessee). Proposed to be filed as consent terms in courts in the WP 1251 of 2014 so 
that no other authority can arbitrarily reverse this situation permanently.  

 
(i) The Lessee should be given an option for simultaneous transfer of the lease without any 

payment, to a nominee; and immediate sale of reversion by MCGGM to the nominee at the 
notified sale price.   

 
4. Benefits: 
Such conversion scheme will, inter alia - 
(a) achieve the objective of Govt. disengaging from business activity; 
(b) provide an environment which facilitates ease of doing business 
(c) obviate the present situation of duplicating permissions from two departments of MCGM ( 

Building Proposals & Estate) in respect of the same activity; 
(d) enable MCGM to generate large lumpsum sale consideration upfront, which can be utilised for 

various development projects of the city; 
(e) resolve multiple litigation; 
(f) free the lands for development and generate substantial additional revenue of 

premiums/charges; 
(g) save substantial resources and time in managing more than 4000 leasehold properties; 
(h) save time and huge litigation costs;  
(i) Ensure complete certainty and clarity, instead of current imbroglios in respect of such lands. 
(j) Help in freeing from litigation and uncertainty, substantial lands for development generate and 

accelerate employment and economic growth of the State. 
(k) Uplift the lives of the tenants who desperately require upgrading of their living conditions. 
(l) Greater revenue generation wrt property taxes. 
(m) Net increase in revenue to the govt/mcgm in water & electric charges as most of the 4000 plots 

have unregistered/unmetered water connections. 
(n) bringing affordability in the housing segment 

 
5. The aforesaid maybe suitably considered for a conversion proposal by the Municipal Corporation 

of Greater Mumbai [“MCGM”] for lands leased by MCGM. 
 










