
 

 

(FOR FINAL ROUND) 

1. It is the year 2010. Endor is a small developing nation in South East Asia. It gained 

independence from British imperial control in the 1940s and has been working tirelessly 

on transitioning from an agrarian economy to a fully industrialized one. One of the chief 

ways it aims to achieve thisis by inviting investments from abroad. Endor is rich in 

natural resources but also has a burgeoning population.  

2. In the late eighties, there had been a discovery of a rare mineral called Unobtanium in 

Endor. This mineral is used to make a path-breaking life-saving cancer medication.The 

mineral makes up 80% of the cost of the cancer medication made from it. 

3. The mining and extraction costs of this mineral are huge and they require considerable 

initial investment. Therefore, to develop and make these cancer drugsaccessible to the 

general public, the Government of Endor (Government) decided to lease out the ‘rights 

to mine’ this mineral and to then develop the aforementioned drugs to private players.  

4. To this effect in 1989, mining leases were granted to two private entities through a tender 

process, at a high fixed annual fee, which on industry demand was in 1992, revised to an 

upfront lease rental (fixed by the government) and a royalty of 5% of the market value of 

the mineral to be shared with the Government. 

5. In 1994, to increase competition, the Government granted one additional lease to a 

Government company on a nomination basis. Both the upfront lease rental and the 

royalty remained the same as were charged in 1992. 

6. In the year 1998, the Government again decided to grant another lease to a private player 

to further increase the competition in the sector. But as 6 years had passed since the 

upfront rental was determined by the Government, it was decided to hold a public auction 

in order to determine the appropriate upfront lease rental. Thus, another private player 
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was granted the mining lease, although at an upfront lease rental driven by market rate in 

1998. The royalty remained the same. 

7. In early 2005, the Government realized that despite having 4 players, the price of the 

drug to the public at large was still quite high, and thus remained expensive to a majority 

of patients.With the objective of further increasing the competition and reducing the 

prices of the drug, the Government decided to bring in three more players. The 

Government decided that these players would be selected on a first come first serve basis 

and that the upfront lease rental would be the same as determined by the 1998 auction. 

8. The Government’s announcement lead to a public discussion, including many press 

reports, suggesting that the Government’s decision was colored by corruption and that the 

lease rentals should beincreased to the current market levels. However, the Government 

refused to increase the upfront lease rentals and pegged those at the 1998 level. The 

Government justified its decision on the ground that it would help reduce the market 

value of the mineral and make the medicine cheaper and thus more affordable. 

9. Finally, in late 2005, the Government granted these leases through a tender process,on a 

first come first serve basis, to three private limited companies, named Acme,BestCo and 

ChemPlus(Corporates). The upfront lease rentalremained that as determined by the 1998 

auction and royalty remained at 5%. 

10. Soon after the grant of the leases to the Corporates, further press reports surfaced 

suggesting that pegging the price at the 1998 level and the use of thefirst come first serve 

model were implemented by the Government only to benefit certain private parties. 

Further, that the argument of reduction in drug prices was only to camouflage the true 

motive of the Government to favour the Corporates. There were also allegations that the 

Corporates had offered bribes to have the tender process doctored to benefit themselves. 

11. Since significant amount of capital and technology was required to operationalize the 

mining lease and set up facilities for extracting, processing and manufacturing the drug, 

all Corporates looked for and subsequently secured foreign investment in their 

Unobtanium mining operations. This happened in the following manner: 



(a) The promoters of Acme and BestCo sold majority stakes in their concerns to 

foreign investorsat large premiums. These foreign strategic investors also brought in 

further investment into the corporates. Thus, apart from cashing out on their initial 

investments, the value of the remaining minority stake of the promoters in these 

companies increased significantly. 

(b) The promoters of ChemPlus did not sell their stake to any foreign player, however, 

they got a foreign strategic investor to invest at a high premium and subscribe to 

majority stake in the company. Thus, while the stake of the promoters at ChemPlus 

was reduced to that of a minority, the value of the stake itself increased 

significantly.  

12. All these investments by the foreign strategic partners of the Corporates required 

approval under the foreign exchange control laws of Endor, and these were duly granted 

by the Ministry of Finance and the Prime Minister's Office in the year 2006. The 

Corporates commenced business soon after and as expected, the price of the drug fell and 

was now affordable by the general public. 

13. In late 2008, Public Rights Association, an NGO purportedly working for public good, 

filed a PIL before the High Courtof Platina demanding that the leases granted to Acme, 

BestCo and ChemPlus be quashed since the grant of these leases by way of 'first come 

first serve' was tainted by corruption. The NGO also alleged that the Government had an 

obligation to disburse natural resources only by way of auction and not by any other 

alternate method, which in this case had caused a huge loss to the public exchequer, 

which had worked to the benefit of the Corporates. Additionally, the promoters of these 

Corporates were able to benefit further out of this as the valuation at which the foreign 

partners invested in these Corporates was ten times the valuation of the lease rentals as 

determined by the 1998 lease auctions. 

14. The Government based its defense on the following grounds: 



 The mode of disbursement of natural resources, whether auction or first come first 

serve was completely in the realm of being a policy decision and therefore it was 

impermissible for courts to interfere in matters of policy. 

 The action taken by them resulted in public good as the price of the drugs came down 

considerably thereby becoming more affordable for public at large. Further, that 

maximisation of revenue could not be the only objective of the state while 

distributing natural resources.  

 Merely because the foreign players valued the lease at ten times the valuation of the 

Government or because the Corporates benefitted from an undervalued upfront lease 

rental, there cannot be a presumption that there was any corruption or wrongdoing. 

 The entire process of disbursement on a first-come-first-serve basis was done in a 

transparent and fair manner, through a public tender process. None of the other 

participantsin the public tender had challenged the tender process and a protest was 

only made by public interest litigants and that too after a protracted delay.  

15. Acme, BestCo and ChemPlus also contended the following in their defence: 

 After the grant of the lease, the majority shareholders i.e. the foreign partners, being 

bonafide investors, had a reasonable expectation that the process followed by the 

Government was one that was just, legal and sound. Further, that the leases should 

not be cancelled even assuming that the allegation of bias was found to be correct, 

since a cancellation would also affect the innocent majority shareholders. 

 The challenge to the lease had only come up after a protracted delay of three years 

and the Corporates had operated without any incident in that time period. 

 The investment of the majority shareholders/foreign partners had been given full and 

unequivocal clearance as required by the law from both the Ministry of Finance as 

well as the Prime Minister's Office. 



 Due to the process of allocation adopted by the Government and the business 

operations of the Corporates, the cost of the drug had indeed reduced leading to the 

benefit of the public. 

16. The High Court of Platina,after going through the factual matrix of the case cancelled the 

lease granted to the Corporates observing that there was bias and that the allocation 

policy adopted by the Government was doctored to benefit them. The Court observed that 

the action of the Government had caused great loss to the exchequer and ordered an 

investigation into the conduct of the ministers, bureaucrats and Corporates involved in 

this transaction by the CBI. Lastly, the Court directed that the Government was obliged to 

allocate these leases only by way of ‘auction’and could not resort to alternate methods 

such as first come first serve. 

17. The judgement of the High Court was heavily covered on the news in Endor and 

subsequently on international news. As a reaction to this judgement, in the context of the 

heavy losses incurred by the innocent majority shareholders, many potential investors 

began to reconsider their future investments in Endor. Investor confidence in Endor thus 

hit an all-time low and the economy slowed down considerably. 

18. Aggrieved by this order, the Corporates filed a special leave petition before the Supreme 

Court of Endor which was admitted. The questions, inter alia, that now lie before the 

Supreme Court for adjudication are: 

(a) Should the High Court have proceeded on the basis that in matters of allocation of 

natural resources, revenue maximization was the primary objective of the 

Government to be carried out through an auction process?Could it ignore the social 

and health benefits being made available to public at large on account of 

government having followed an alternate process, even if such process resulted in 

reduced profits to the state exchequer? 

(b) Was the Government not right to take in consideration public benefit i.e.reduced 

price of drugs on account of it following the first come first serve model and having 

pegged the upfront lease rental at the 1998 level? 



(c) Even if the court, as a question of fact determined that there was bias and that the 

policy was indeed doctored to suit the Corporates,: 

 

(i)  wasit right in quashing the leases, since it affected the majority foreign 

shareholders who were innocent and had no hand in wrongdoings, if any? 

 

(ii)  Should the court have molded the relief in such manner that the minority 

promoter shareholders were punished in some form while not harming the 

innocent majority foreign shareholders? 

 

Argue the case before the Supreme Court from both sides. All laws and judgements of 

Endor are pari materia with the Republic of India. 


