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HIGH COURT OF MADHYA PRADESH: JABALPUR

A

No. CUE TR Jabalpur, dated 2£./08/2025

1II-1-51/2025

To, ‘
The Principal District and Sessions Judge(s),
All in the State (M.P.)

Subject:- Compliance of directions of Honourable the
Supreme Court of India order dated 16.04.2025
passed in Civil Appeal No. 5200 of 2025 (arising
from SLP (C) No. 13679 of 2022) titled “The
Correspondence RBANMS Educational
Institution Vs. B. Gunasheckar & Another”.

Sir/Madam,

Please find enclosed herewith a copy of the
Order passed by Honourable the Supreme Court of India
dated 16.04.2025 in Civil Appeal No. 5200 of 2025
(arising from SLP (C) No. 13679 of 2022) titled as “The
Correspondence RBANMS Educational Institution Vs. B.
Gunashekar & Another”.

As directed, I request you to bring the same
into the knowledge of all the Judicial Officers under your

kind control for information, compliance and necessary

action.
Encl:- As above. %M

MUKESH RAWAT
o o~ . . REGISTRAR District Establishment
Endt. No. w27 770 Jabalpur, dated 2.£/08/2025
1-1-51/2025

Copy forwarded to Registrar (J-I) for

information and appropriate action.
77

T MUKESH RAWAT

L e
i

REGISTRAR District Establishment
19 AU 7475
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REPORTABLE

IN THE SUPREME COURT OF INDIA
CIVIL APPELLATE JURISDICTION

o£§ I
Cartiflosg 5 Be trug coTy

CIVIL APPEAL NO. 3200 OF 2025
(Arising from SLP ©) No. 13679 of 2022) n!;smcn

3:39"\-:;}%&7‘ > g

1u

The (,orrespondcnw

RBANMS Educational Institution : ' Ap‘pclla'nt
VERSUS fEg 83
B. Gunashekar & Another --Respondents
JUDGMENT

2. The present appeal challenges the order dated 02.06.2022 passed by the
High Court of Karnataka at Bengaluru! in Civil Revision Petition No.130 0f202] .
whereby the High Court dismissed the revision petition filed by the appellant
against the order of the irial Court dated 11.06.2021 rejecting their application
filed under Order VII Rule 11(a) and (d) of the Code of Civil Procedure, 19082

for rejection of the plaint.

"Hereinalter tucm.d to as “the High Coun”
 VFor short T, "CpC”
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3. On 12.08.2022, when the matter was taken up for consideration, this Court
has passed the following order:
“Issue notice, returnable in six weeks.
There will be stay of the operaiion of proceedings in OS No. 25968 of 2018 pending
before the Court of XITI Addl City Civil & Sesxiony Judge, Mayoiall Unit,
Bengaluru (CCH-22) till the next dare of hearing.”

3. On22.11.2024, the aforesaid interim order was extended by this Court and

is in foree till date.

BRIEF FACTS

4. The appellant viz., R B.A.N.M.S. Educational Institution, was established
in the year 1873 as a public charitable trust, dedicated to serving first-generation

fearners from marginalized communities in urban Bangalore. In 19035, 4

significant parcel of land, then known as 'the Sappers Practice Ground,' was

cased to the appellant. Subsequently, in 1929, this property was formally
conveyed to the appellant by the Municipal Commissioner of Civil and Military
Station o Bangalore. Since then, the appellant has been in continuous possession

hbetd

of the said property, utilizing it for various cducational purposes iicluding

Pre-University Colleges, first-grade de egree colleges, and sporting facilities

serving boih waelr institwtions and the vouth ol Bangalore.

-

3. The respondents liied a suit bearing O.8.N0.25968 of 2018 against the

~

. . . . . e
appellant. before the City Civil Court and Sessions Judge ai

permancnt injunction restraining the appellant from creating any third-party
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executed by the respondents and Ramesh S. Reddy with one Maheshwari
Ranganathan and others, in respect of the suit schedule property, on 10th April,
2018 for a sale consideration of Rs.9,00,00,000/-, for which, they claim to have
paid Rs.75,00,000/~as. an advance payment. It was alleged in the plaint that the
appellant was trying to manipulate the title deeds of the suit schedule property

with an intention to alienate or dispose of the same to third partics.

6. After service of summons, the appellant filed an application bearing
I.A.No. 3 0f 2018 under Order VII Rule 11 (a)‘-‘and (d) CPC, sceking rejection of
the plaint, inter alia stating that the rc.spondcnts are only agreement holders and
not owners of the suit schedule property and that, mere execution of an agreement
to sell does not create or cqﬁfer any l'igm or interest in the property in favour of

the proposed purchasers.

7. The respondents filed their objections to the aforesaid application filed by

the appellant.

8. Upon hearing both sides, the trial Court rejected the aforesaid application
seeking rejection of the plaint on 03.06.2020. Challenging the same, the appelian
preferred C.R.P. No. 205 of 2020, which was allowed in part, by the High Court

vide order dated 19.11.2020. The operative portion of the order reads as under:

“The petition is allowed in pai. The mpugned order dated 3.6.2020 in
0.8 Na. 25968201 8 011 the XTI Additional Cit y Civil und Sessions Judge. Mayohull
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Cinli. Senguivry ix sei uside. Lhe petitioner s application filed under Order Vil Rule

lia) and (d) of Code of Civil Procedire is restored for reconsideration calling

upen the Civil Court o decide on merits of the application in accordance with law

i ihe light of the grounds w ged in an expedited manier but wirhin usn cuter limi

of three months jrom the dute of first hearing efter this vroer.

9. Pursuant to the aforesaid order, the trial Court reconsidered the application
filed under Order VTi Rule ] I(a) and (d) CPC and ultimately, rejected the same,
11.06.2021. Aggrieved by the same, the appeliant preferred Civil Revision
Petition No. 130 of 2021 before the High Court and the same also ended in

dismissal by the order impugned herein. Therefore, the appellant is before us with

the present appeal.

CONTENTIONS OF THE PARTIES

1. The learned counsel appearing for the appellant submitted that the alleged
agreement to sell, which forms the fundamental basis of the suit, cannot create
any interest in the suit schedule property as per Section 54 of the Transfor of
Property Act, 1882. Tn this regard, the leamed counsel relicd on the Judgment in
Raribhou Namdeo Gajre v. Narayan Bapuji Dhoira Dead 1hroughr LRs. & Anr

J

» wherein, this Court held that a mere agreenent o setl does not create any
witerest in the properiy. This position was [urther reintorced in the judgment in

Suraj Lamp &  Industries (P) Lid v, State of ervana & Another,

which rejterated that a contract for sale merely confers a limited right under

' '\“0“’1"» ‘s‘ SCCol4



Section 53-A of the Transfer of Property Act, 1882. The learned counsel also
highlighted the practical application of this principle in XK. Basavarajappa v. Tax
Recovery Commissioner, Bangalore & Others’, in which, it was held by this

Court that a proposed vendee with an agreement to sel] lacks focus standi to

10.1. "The learned counse] emphasized the suspicious circumstances surrounding
the alleged agreement to sej] L.e., the purported vendors have not been made
parties to the suit, their addresses were conspi;:uousl}f absent in the plaint, and the
entire advance payment of Rs.75 lakhs was claimed to have been made in cash
without any documentary proof, Additionally; the learned counse! invited our
atlention (o the respondents’ pattern of filing similar suits in respect of the other

valuable properties in Bangalore, suggesting a systematic attempt at land

&rabbing through dubious agreements to sell.

10.2. The learned counse] further pointed out impropriety of maintaining a pure
injunction suit where title jtsclf is in dispute. Citing the decision of this court in
Jharkhand State Housing Board v. Didar Singh & Another®, the leamed counsel
contended that when there is a cloud over title, a suit merely for injunction
without seeking declaration of tit]e 1s not maintainable. Referring to the decision

in Premji Ratansey Shal & Others v. Union of India & Others’, the leared

“(1996) 11 SCC 632
F2019) 17 SCC 692
T(1994) 5 SCC 547

....ch‘allengeﬂﬁrdzparty_cights. T T e e



counsel conended that Section 41(h) and (j) of'the Specitic Relief Act, 1963, bars
grant of injunction when equally efficacious relief is available through other
means and when the plainiiffs have no personal interest in the property.
Ulumately, the learned counsel submitied that applying the ratio laid down in the
decision in 7. Arivandandam v. T.V. Satyapal & Another’ to the fucts of the
present case, the plaint is barred by law and does not disclose atight 1o sue against
the appellant herein on the basis of an agreement to sell executed by the

respondents, with third partics.

10.3. With these submissions and case laws, the jcarned counsel prayed that this
appeal will have to be allowed and the suit filed by the respondents deserves to
PP 3

be rejected under Order VI Rule 11 CPC.

1. Perconira, the lcarned counsel appearing for the respondents would submit
that at the stage of considering an application under Order VII Rule 11 CPC, the
cowrt must confine itself to the averments in the plaint without examining the
delense orother external materials. Placing reliance on the decisions in 2. V. Gury
Raf Reddyv. P. Neeradha Reddv & Others” and Soumiira Kumar Sen v. Shyamal

Rumair Sen & Orhers™”, the learned counsel proceeded to argue that the plaint's

S(197714 SCC 467
{20138 SCC 331
T{2618) 5 SCC 6ad
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averments must be accepted as true at this stage, and the defendant's objections

aré immaterial.

11.1. According to the Jearned counsel, the suit was filed to protect the

respondents’ legitimate interests over the property in question under the

agreement to bell applehendmw ahenanon of the ploperty by third parties.

Further, the learned counsel distinguished the decisions cited by the appellant,
particularly that in Rambhaw Namdeo Gajre (supra) and contended that it was
decided after full trial and examinati on of evidence, unlike the present case where
the cause of action stcms from the agreement itself, The learmned counsel also
sought to differentiate the decision in 7 4 rivandandam (supra) noting that unlike
that case which involved vexatious litigation following lost eviction proceedings,
the present matter involved genuine rights under a registered agreement to sell.
The leamed counsel further submitted that rejection of plaint is a drastic remedy
that should be exercised sparingly, only when the plaint is manifestly vexatious
and meritless; and thar, the proper course would be for the appellant to file

wrilten statement and contest the sujt on merits, rather than seeking rejection of

the plaint at the threshold.

11.2. Itis further submitted that both the Courts below have examined the plaint
in the light of Order VII Rule ] ] (a) CPC to ascenain that it does indeed make
out a valid cause of action, L.¢., thai the Respondents have acquired an interest in

the property by virtue of the agreement to sell dated 10.04.2018 and hence, ifthe



claim of the appellant is that they hold a valid title to the property, it is for them

1o prove the same during trial.

~11.3: The learned: counsel also submitted that the appellant is mispuided in

asserting that the provisions of Section 53-A of the Transfer of Property Act, 1882
acl as a bar against pariies or interlopers who are not party to the transaction
envisaged in that scction. That apart, the decision in K. Basavarajappa (supra)
does nolapply tothe facts of the present case, for that the same was about whether
an agreement to seli will stand in the way of the property being sold under auction
for tax recovery purposes and the same cannot and should not be used as a device

defeat the suit at the threshold.

11.4. Therefore, according to the leamed counscl, the impugned order of the

High Court does not require any interference at the hands of this court.

DISCUSSION AND FINDINGS

et
9

We have heard the leamned counsel appear ing for both sides and perused

the materials av atiable record.

13, Secmingly. the appellant institution's journcy began nearly 150 YCars ago,
and 1is possession of the dispued property dates back to 1905, when it was
initally leased and subseguently conveyed by the Commissioner of Civil and

~1

Military Station of Bangalore. The present dispute arose when the respondents

g
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appellant. The respondents’ claim rests centirely on an agreement to sell dated
. 10.04.2018, purportedly executed by certain individuals who, notably, are not
parttes to the suit. The appellant, confronted with this litigation, ﬁlcd an
4_;agpl.iga‘tj_QrLumi_ef_Om_en‘SZILRuLeJLQa)_and_(d)_CRC_séechng_mjecﬁQmo fFthe
plaint. Both the trial court and the High Court rejected the said application filed

by the appellant. Hence, this appeal came to be filed by the appellant before us.

14, Let us first examine the scope and purpose of Order VIT Rule 11 CPC'!.
This Court in Dahiben v, Arvindbhai Kalyanji Bhanusaii (Gajra) dead through
legal representatives’?, explained in detail the applicable law for deciding the
application for rejection of the plaint. The relevant paragraphs of the said decision

are reproduced below:

(O
L
~

-—
YL Rejection of plaint— The plaint shall be rejected in the following cases-

{a} where it does not disclose a cause of action;

{b) where the relief claimed in ondervalved, and the plaintiff, on being required by the Court 1o correct
the valuation within a tme (o be ined by the Court, fails 16 do 80;

(¢} where the reliel claimed is properly valued but the plaint is writtenn upon paper insufficiently
slamped, and the plaintiff, on being required by the Court to supply the requisite stamp-papcer within a
tme to be fixed by the Court, fails 1o do 50;

{d) where the sui appears from the staterment in the plaint to be barred by any law:

e} where it is not filed in duplicate;

(1) where the plaintiff fails 10 comply with the provisions of rule 9:

Provided that the time fixed by the Court for the correction of the valuation or supplying of the requisite
stamp-paper shall not be extended unless the Court, for reasons to be recorded, is satisficd that the
plaintifT was prevent by any cause of exceptional nature For correction the valuation or supplying the
fequisite stamp-paper, as the case may be, within the time fixed by the Court and that refusal o extend
such time would causce grave injustice to the plaintiff,”

2(2020) 7 SCC 366 - 2020 SCC Onl.ine SC 562



*

10

<3 The remedy under Order VI Kule 11 18 an independent and special » emedy.

wherein the Court iy empowered 1o summarily dismiss o suit at the thr eshold,

withoui proceeding io record evidence, and conducting a tricd, on the basiy of the
evidence adduced if i is satisfied thar the action should be t1erminated on any of
the grounds comained in ihis provision.

23.3. Ihe underlying object aof Order VII Rule 11 1a) is that if'in a suir, no cause of
action iy disclosed. or the suit is barred by limitarion under Rule 11 (d), the Cowrt
world rot permii he plainsiff o unnecessarily . protract the p procecdings in the suir
I such & case, it would be recessar V1o put an end (o the sham fitigation. so that
Jurther judicial tine is not wasted.
234 In Azhar Hussain v. Rajiv Gandhi’ this Court held that the whole prirpose of
conjerment of powers under this provision is lo ensure that a litigation which is
meaiingless, e bound 1o prove abortive, should not be permiited o waste judicial
time of the court. in the followi ing words : (SCC p.324, para 12)

"2, The vehole purpose of conferment of such power is fo ensure thai o
v whick is imeaningless, aind bownd io prove aboriive shouid not e
permitted 1o occupy the time of the Court, and exercise the mind of the
respondent. The sword of Damocles need not be kept hanging over liy
head unnecessarily without point or purpose. Even in an ordinary civil
litigarion, the Court readils v exercises the powerlo reject a plaint, if it does

a0l disclose any cause of action. ™
23.0. the power conferred on the court o terminate a civil action is, hunwever, a
drastic vne. and the conditions emumerated in Order VII Rule 11 are reguired 1o be

sivicidy adhbered 1o,

Under Order VI Rule 11, a duty is cast on the Courl to defermine vwheiher

the plaint discloses g cause of uction b ¥ Serutinizing the avermenis in ihe piaint'!
read in copjunctiosn with the documenty relied Hpon, or whether the suit is barred

by anv faw,

-

230 Grder VI Rude 1401) provides for production of documents, on which the

pleantiff piccey reliunce in his suit, which reads as under-

A Produciinon of docimienr on which plaintiff sues or relies. (1) here
o ;'J.-‘u'!i]i!!i Nuwes wpos o docunent or refies upon dociument in his POSsession
or paseer i support of his claim, he shall enter such documenis in a iist

e sheidl produce it in Court when the pluint js, presented by him and shall,

FI986 Supp ._\‘.CC 315, Followed in Manvendrasinhji Ranjitsinhji Jadeja v, Vijaykunverba, 1998 §CC
Online Guj 281 < (1998) 2 G111 823

lverpool & Lenden S8 & T Ass bad V. MLV, Sea Suecess |, (2064) 9 SCC 512
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the plaint.

(2)Where any such document is not in the possession or rower of the
plaintiff he shall wherever possible, state in whose possession or porver
i s,

(3)d document which OUgHL 10 be produced. in Court by the plaintiff when
the plaint is presented, or 1o be entered in the list 1o pe added or dnnexed
to the plainr but is not produced or enlered accordingly, shall not, without
the leuve of the Court. be received in evidence on his behalf at the hearing
of the suir.

AINothing in this rule Shall apply 10 documeny produced for the Cross

examination of rhe plaintiff's witnesses, or, handed vver 1o q witness
merely 1o refresh his wiemory.

I

(emphasis Supplied)

23.8. Huving regard to Order Vil Rule 74 CPC, the documents Siled alongwith the
plaint. are required to he laken into consideration Jor deciding the application
under Order VI Rule 11(a). When a document referred io in the plaint, forms ihe
basis of the plain. it should be reated as a part of the plain

23.9. In exercise of power under this provision, the Court would determine if the
assertions made in the plaint are contrary fo statutory law; or judicig] dicta, for
deciding whetther o case for rejecting the Plaint ar the threshold s made pur,

23.10. A1 this stage, the pleas taken by the defendant in the Writlen statement and
application for rejeciion of the plaint on the merits, would be irrelevans, and canno
be adverted 10, or taken ingo consideration’*.

23.11. The test for exercising the power under Qrdey VI Rule 1] is that i the
averments made in the plaint gre taken in entirely, in conjuncrion swith the
documents relied upon, would the same result in decree being passed. This test
was laid down in Liverpool & London §.P. & I Assn. Ltd v, MV Seq Stccess
Iwehich reads as - (SCC p. 562 para 139)

Y139, Whether a plaing discloses a cause of action or not js esseniially o
question of fuct. Bui whether it does or does nor must be jound o Jrom
reading the plain itself. For the said purpose, the avermenrs made in the
plaint in their-entirely must be held 1o be correct. The test is as 1o whether
if the averments made (72 the plaint are taken 10 be correctin their entirey.

a decree would be passed

e e

" Sopan Sukhdeo Sable v. Charity Comimr., (2004)3 SCC 137

il 1 s < daie e tfllfélﬂ(ilj()ﬂl.il)l&ﬂ;gnd_a.c(.\j}}-_dge,-,eg]{. 18- be-Jite dy A
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23420 0in Hurdesh Ures (42) Lid. v. Hede & Co. ™ the Court jurther held thar ir is
a0l permissible (o cull out a sentenee o a passage, and to read it in isolation. I is
the subsiance, ard not me erely the form, which has to be looked into. The peaint has
W be consirued as i stands. withow addition or subiraciion of words. if the
allegations in the Pplatnt prima Jacie show a cause of action, the court cannot
embark 1pon an enquiry whether the allegations aré true in fact. D.Ramachendrar
v RV Janakivaman’?

2313 If on a mearmingful reading of the plain, it is Jound 1kat the suit is manifesiiy
vexativus and withour any merit, and does not disclose « right (o sue, the court
would be justified in exercising the power under Order VIT Riile 1/ CPC.

23.14. The power under Order VIF Rule 11 CPC may be exercised by the Couri i
any siuge of the suil, either before register ing the plaint, or gfier issuing sumnons
to the defendant, or before conclusion of ihe mial. as held by this Court in the

Judginent of Saleem Bhai v. Siate of Maharashira The plea thar once issues are

i cned, 1he mgrrer must noe: wsegril oy

A wa e ¥
T

fo irial was repelled o3 iy Cowrt in dzhar

S e
N S L

Lussain (supra).

23.13. The provision of Order VI Rule 17 is mandatory in sature. It siaies that the
plaint “shall” ke rejected if any of the grounds specified in clause (@) 1o (e) are
mede eui. [f the Court finds that the plaint does not diselose o cause of action, ur
that the suit is barred by any lany. the Court has no option, bui 1o refect the plaint.

24 "Cause of action” means every fuct which would be necessary for the plaintifi

fo prove, if traversed,

) foryes
bundle of mates

GiG FIEC CRSCTY /U' irig pmu'"”r u prove in order 1o

claimed in the suit.

34

i)

~5
N
)

~

DN

eniitle him ot

241 Swamy Atmanand v. Sri Ramakrishna Tapovanam'® this Court held:
"24. A cause of aclion. thus, means every fact, which if iraversed. it would
e necessary for the plaintiff 1o prove an order 10 suppert his right (o o
Judgnrent f_g,'"'l.lrc courl. I other words, it is a bundle of facts, which takes
wiili the lavwe appiicabie 1o them gives the plainiiff a righi 1o reflief ugainsi
ihe defendani It must inelude some act done by the defenduni since in the
aisence nf such @ act, no couse of uctivn can po. sSibly acerue. Ui nos
vted (o the actual infringement of the right sued cin bt inchides aif ihe

i

maierial faciy onwvhich it is founded ™
(emphesis supplied)




242 InT Arivandandan v, TV, Satyapalzn 1815 Court held thar while considering
an upplication under Order ViI Rule 11 CPC whar is required to he decided is
whether the plaint discloses o real cause of action, or Noineihing purely itlusory, in
f/-zejb?lawi_ﬁg words: (SCC p. 470, para 5 )
“3. .. The learned Mun..s'.‘_"f musl remember that if on meaningful ~ not
Jormal - reading of the plammt it is manifestiy vexatious, and meritless, in
the sense of not disclosing a clear right 1o sue, he should exercise his
power under Order VII, Rule 11 C.P. C taking care to see thar the ground
rientioned lherein is fulfilled And, if clever drafling has created the
tllusion-of a cause of action, nip it in the bud at the firsi hearing .. "
lemphasis suppl, ied)

24.3. Subsequently, in LT.C. Ltd v. Debr Recovery Appellate Tribuna®! this Court
held that law cannot permit clever deafiing which creates illusions of a cause of
aclion. What is required is thar.q clear right must be made out in the plaint,

24.4. If. however, by clever drafling of the plaint, it has created ihe illusion of a
cause of action, this Court in Madanuri Sri Ramachandra Murihy v. Syed Jalal?*
held that it should be nipped in the bud. so thar bogus litigution will end at the
earliest stage. The Court must be vigilant against wry camouflage or suppression,

and determing whether the litigation is utterly vexatious, and an abuse of the
recess of the coury,

28. A three-Judge Bench of this Court in State of Punjab v Gurdev Singh?® held
thai the Court must examine the plaint and determine when the right fo sue first
accrued 10 the plaintiff; end whetheron the assumed facts. the plaint is within time.
The words “right 10 sue” means (he right to seek relief by means of legal
proceedings. The right (o sue accrues only when the cause of action arises. The suii
must be instituted vwhen the right asserted in the suil is infringed, or when there is
a clear und unequivocal threat (o infringe such right by the defendant ugainst whom
ihe suit is instituted. Order VIT Rule 1] (d} provides that where a suii appears from
1he averments in the plaint 10 be barred by any law, the pluint shatl he rejecred.”

)4 8CC 111991 SCC (L.&S) 1082
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14.1. Thus, it is clear that the above provision viz., Order VI Rule 11 CPC serves
as a crucial filter in civil Jitigation, enabling courts to terminate proceedings at
the threshold where the plaintitf's case, even if accepted in its entirety, fails to
disclose any cause of action or is barred by law, cither express or by implication.
The scope of Order V1I Rule 11 CPC and the authority of the courts is well settled
in law. There is a bounden duty on the Court to discern and identify fictitious suit,
which on the face of it would be barted, but for the clever pleadings di sclosing a
cause of action, that is surreal. Generally, sub-clauscs (a) and (cﬁ) are stand alone
grounds, that can be raised by the detendant in 2 suit. However, it cannot be ruled

out that under certain circumstances, clauses (a) and (d) can be mutually

[
o
-
o
o

inclusive. For instances, when clever drafting veils the implied bar to disclos
cause of action; it then becomes the duty of the Court to 1 the voil and eXnose
the bar to reject the suit at the thresho.ld. The power 1o rcje'ci a plaint under this
provision is not merely procedural but substantive, aimed at preventing abuse of
the judicial process and ensuring that court time is not wasicd on fictitious clahms
failing to disclose any cause of action to sustain the suil or barred by law.
Therefore, the appeal before us requires careful consideration of the scope of
rejection of the plaint under Order VI Rule 11 CPC, particularly, in the context

of the suit fiied based on an agreement to sell against thivd partics in pessession.

15, Order VII Rule 1a) CPC mandates rejection of the plaint where it does

not disclose a cause of action. In Om Prakash Srivastave v. Union of India &
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4

Another”, this Coun pointed out thar cause of action means every fact which, if
traversed, would be necessary for the plaintiff to prove in order to support their
right to judgment. It consists of bundle of facts which narrate the circumstances
and the reasons for filing such suit. It is the foundation on which the entire suit
would rest. Therefore, it goes without saying that merely including 2 paragraph
on cause of action is not sufficient but rather, on a meaningful reading of the
plaint and the documents, it must disclose a cause of action. The plaint should
contain such cause of action that discloses all the necessary facts required in law
to sustain the suit and riot mere statements of fact which fail to disclose a legal
right of the plaintiff to suc and breach or violation by the defendant(s). It is
pertinent 1o note here that even if 4 right is found, unless there is a violén"on or
breach of that right by the defendant, the cause of action should be deemed to be
unreal. This is where the substantive laws like Specific Relief Act, '1-.963, Contract
Act, 1872, and Transfer of Property Act, 1882, come into opera‘fu-ion. A _p‘-ure
question of law that can be decided at the carly stage of litigation, ought to be
decided at the earlies: stage. In the present case, the respondents’ claim based on
an agreement to sell. The legal effect of such an agreement must be examined in
light of Section 54 of the Transfer of Property Act, 1882, which explicitly states

that a contract for the sale of immovable property does not, of itself, create any

#2006 6 SCC 207



intercst in or charge on such property. This principle has been consistently upheld

by this Court in the following judgments:

(i) Rambhau Namdec Gajre (supra)

“13. The agreement 1o sell does not create an interest of the proposed vendee in
the suil propersy. As per Section 54 of the Act, the tirle in immovable properiy
valued at piore than Ry 100 can be comveyed only by executing a registered sale
deed Section 54 specificaily provides that a contract Jor sale of inumovahle
properiy s a contracs evidencing ine jaci ihai ihe sale aj such property shall 1ake
place on the terms seirled berween the parties, bur does not. of itself create any
interest in or charge on such properiy. It is not disputed before us that the suit land
SOUghI 160 be comeved is of the value of more than Rs 100, Therefore, unless there
was aregistered document of sale in favour of Pishorrilal (the proposed rausferee)
the tide of the suit land continued 10 vess in Narayan Bapuji Dhoira (ariginal
rlamtifi) and remain in his ownership. This point was examivied in derwil by ihiy
Cowrt i State of U.P. v. Disirict Judge [(1997) ] SCC 496] and it was held thus -
(SCC pp. 499-3060, para 7) ‘ '
"7 Having given our anxious consideration 10 the rival conteniions ywe

r

+ fings Fdievis o
il ine STEH L

Jin ORI respect hud patently erred in taking the view

thar hecause of Section 53-.1 of the Transfer of Properiy Aci the proposed
irassferees of the fend had acquired an interest in the landy which would
result in exciusion of ithesa lancls from the computation of the holding of
the tenure-fiolder ransferor on the appainted day. i is obvious thai an
agreement 1o sell crewies no interest in lamd As per Seciion 54 of the
Transter of Properiy der, ihe properiy in ihe lasid geis conveyed only by

registered yule deed. It i not in dispute that the lands SOight 10 be covered

vere having value of more than Ry 100 Therefore, untess there was g
regisiered document of sole in Javour of ihe proposed iransferce
agrecment-holders. the titic of the lands would not get divesred from the
vendor and viouid remain in his ow wrship. There is no dispuie on this
aspect. However, sirony refiance was placed by learned counsel fiar
Respandent 3 on Seciion 33-4 of the Transfer of Property Act, We fail 1o
appreciate howe that section cun ar all be relevant against the third party
like the appellant State. Thar section provides for a shield of protection 1o
the proposed transferce io remain in possession against ife original owner

who has agreed 1o sell diese lunds 1o the transferce i ihe roposed
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available as a shield only against the ransferor, the proposed vendor, and
would disestitle him from disturbing the possession of the proposed
transferees vwho are pul in possession pursuanr 1o such on agreement. Bul
that has nothing to do with the ownership of the proposed transferor who.
remains full owner of the sqid lands 1l they are legally conveyed by sale
deed o the proposed transferees. Such a right fo. protect possession
agamsi the proposed vendor cannot be pressed in service against a third
purty like the appellant State when it seeks Yo enforce the provisions of the
At against the tenure-bolder, propused transferor of these lands,

(emphasis supplied)

There was no agreément beiween the appellani and the respondent in connection
with the suit land. The doctrine of part-performarce could have been availed of by
Pishorrilal against his proposed vendor subject, of course, (o the Julfilment of the
conditions mentioned above. It could not be availed of by the appellant against the
respondent with whom he has no privity of contract. The appellant has been put in
possession of the suit land on the basis of an agreement of sale not by the
respondent bur by Piskarrilal, therefure; the privity of contract is berween
Pishorrilal and 1he appeilant and not benseen the appellant and the respondent,

The doctrine of part-performeance us contemplated in Section 53-A can be availed
of by the proposed transferee against his transferor or any person claiming under
him and not against a third person with whom he does not have a privity of

contract.” '

(1) Swrdj Lamp & Industries (P) Lid. v. State of Haryana & Another®, wherein,
this Court comprehensively examined the nature of rights created by an

agreement 1o sell and concluded that such agreements create, at best, a personal

right enforceabic against the vendor. The relevant paragraphs read as under-

“L6. Section 39 0f TP Jdct makes it clear that a coniract of sale. that is. an
agreement of sale does noi. of iiself; create ary interest in or charge on such
properiy. This Court in Narandas Karsondas v. SA. Kamtan: and Any. (1977) 3
SCC 247 observed: (SCC pp.234-55, paras 32-33 & 37)
"320A cortract of sule does rot aof itself create any interest in, or charge
on the property. This is expressly declared in Section 54 of ithe

(2012 1 8CC 656




Irarsjer ol Properry Aot See Rambearan | Prasad v, Ram Mohit Hozra
J196711 SCR 293, The flduciary character of the personal obligation
creaied by a contract for sale is recognised in Section 3 of the Specific
Relief dei 1963, and in Section 91 of the Trusis Act. The personal
ub 7mam) i1 created by a contract of sale is described in Seciion 40 of
the Transfer of Property Act as an obligation arising out of conlract
and annexed 1o the ownership of property, bur not amounting (o an

interest or easement therein.

33, In India, the werd wransfer’ is defined with reference 10 the word
convey’. The word conveys’ in Section 3 of Transfer of Property Act
s used in the wider sense of conveying ownership...

bt
_‘.’...

dhat onty on exwulicm of convevance, ownership passes jrom oine
jariy to anorher.,,

o e rvamsinese FER AT AN 4 s OSSN Sy iy
> Cregfre v Nare v Bapuji Dhotra [200% ¢8) SCC 5] #f

$7 I Kok
this Court /7(‘/(’

“10. Protection provided under Section 3 3- of the Act to the proposed
rransferce is o shield only against the transferor. It diséniitles the
transferor from disiurbing the possession of the proposed ransferee
wWho is pul in possession in pursuance to such an agreemeni. [i has
nothing to do with the ownership of the proposed i{ransferor who
remains jull owner of the property Gll it is legally conveyed by
execuling aregisiered vale deed in faviur of the trans, sferee. Such ar “ight

10 pwnu possession ageinsi the proposed vendor cannol be pressed in

{801 is thuy clear thay a transfer of immovable property by way of sale can only
be by a deed of comvevance (sale deed). In the absence of o deed of comeeyvance
tefuly stainped and regisiered ays reguired by law). no right. rille or interest in an

immavahle properny can be ir ansjerred,

1y dny contraci of vale {oereement o sell) which is not a registered deed of
conveyance fdeed of salej wondd Jidl short of the requirements of Seclings 34 and
S5 aitthe TP der and will o confer any tifle nor (ransfer any imerest in an
Invmavalile propesiv fexcept o ihe limited righ granted under Section 53-4 of the

18 dan According (o the TP Avr an agreement of sale, whether with possession
orvihout possession. is rot a conveyance. Section 54 of the TP Act enacts thar
sale of immaovabl: propersy can he made only by a registered insirument and an

agreement of sale does noi create uny imerest or charge or ifs subject-matter,”
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23 The cbservations made by this Court in Suraj Lamp (supra) 1 paras 16 and

19 are alsa relevany,

26. Surgj Lamp (supra) later cameé 1o be referred 10 and relied upon by this Court
in Shakee! dhmed v Syed Akhlag Hussain, 2023 SCC OnLine SC 1526 wherein
the Court afier referring to irs eqrlier judgment held that the person rélying upon

the customary documents canndl claini 1o be the owner of the immovable property
and consequently not maintain any claims against a third-party. The relevan:
paras redad as uncler .

<10 faving considered the submissions ar the autser, ji is lop be emphasizéd that

irrespective of what was decided inihe case of Suraj Lamps and Industries (supra)

the fact remains that no title could be nemsfeired withi respect 1o tmmovable

properiies on the basis of an unregistered Agreemeni to Sell or on the basis of an
unregistered General Power of Attorney. The Registration Act, 1908 clearly
provides that a docrment which requires compulsory registrarion under the Act,

would not confer ainy right. much less ¢ legally enforceable right lo approach a
Cowrt of Law on irs basis. Even if thesé documents i.e. the Agreement to Sell and
the Pover of Atiorney were registered, still it could not be said that the respondent
vould have ucquired iifle over the properly in quesiion. At besi, on the basis of
the registered a Sreement 10 sell, he could have claimed relief of specific
performance n-appropriale proceedings. In this regard, reference may be made
to seciions 17 und 19 of the Regisiration Act tmd section 54 of the Transfer of
Properry Act, 1882,

11 Lans is weli sertled that no right, title or interest in immovable property can
be conferred without u registered document. Even the judgment of this Court in
the case of Suraj Lamps & Industries (Bupra) lays down the same proposition.
Reference may also be made 1o the Jollowing Judgments of this Court-

(i). Ameer Minkej v. Deirdre Elizabeth (Wright) Issar {2018) 7 5CC 639

(i1). Balram Singii v. Kelo Devi Civii Appeal No. 6733 of 2022

tiii). Paul Rubber Indusiries Private Limited v Amit Chand Mitra, SLP(C) No,

15774 02022,

i2. The embargo pui on regisiration of documents would not override the
Mututory provision 3o as (o confer title on the basis of unregisiered docimenty
With respect 1o immovable properly. Once this is the sefijed position, the
respoadent could not have maintained the Suif jor pussession and mesne profits
againsi the appellant, whe was admitiedly in possession of the property in

questionwhether as an awner or a licensee.

#2025 SCC Onl.ine SC 352
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13 The urgument advanced on behalfof the respondent that the judgment in Sur aj
Lamps & Indusivies ( supra) would be prospeciive is also mispiaced. The
rugiiieuend af Lum;mm):y regisiration and effect on non- ~regisiralion emanaies
'// v tite statutes. in particuiar the R Registration Act and 1he 1 ransfer of Property

e ratio in Suraf Lampys & mdusmies (supraj only approves the Provisions
it zf'f.ﬂz ro enactments. Larlier judgmenis of this Court have taken the Same view.

15.1. Undoubtedly, a sale deed, which amounts to conveyance, has to be a

egistered document, as mandated under Section 17 of the Registration Act, 1908.

On the other hand, an agreement for sale, which also requires to be registered,

docs not amount to a conveyance as it is merely a contractual document, by which
onc party, namely the vendor, Agrecs or assures Or promises 1o convey the property
described in the schedule of such agreement to the other party, namely the
curchaser, upon the lalter performing his part of the obligation under the
agreement fully and in time. Section 54 of the Transfer of Property Act, 1882
explicitly lays down that a contract for sale will not confer any right or interest.
Section 33-A of the Transfer of Property Act, 1882 offers protection only to a
proposed transferee who has part performed his part of the promise and has been
PUL 1o possession, against the actions of transferor, acting against the interest of
the vanslerce. For the proposed transleree Lo seck any protection against the
cansicror e must have either performed his part of obligation in full or in part.

Fheepplicebility of Section 53-A of the Transler of Property Act, 1882 is subject

to certain conditions viz., (a) the agreement must be in writing with the owner of

the property or in other words, the transferor must be either the owner or his aut



norised fepresentalive, (b) the wansferee must have been put into posscssion or
must have acted in furtherance of the agrecment and made some developments,
(¢) the protection under Section 53-A is not an exemption to Section 52 of the
Transfer of Property Act, 1882 or in other words, a transferee, put info possession
with the knowledge of a pending /is, is not entitled to any protection, (d) the
transferee must be in possession when the /is s initiated against his transferor and
must be willing to perform the remaining part of his obligation, (&) the transferee
must be entitled to seek specific performance or in other words, must not be
barred by any of the provisions of the Specific Relief Act, 1963 from seeking such
performance. The protection under Section 53-A is not available against a third
party who may have an adversarial claim against the vendor. Therefore, unless
and unti] the sale deed is executed, the purchaser is not vested with any right, title
or igpterest in the property ex;':ept to the limited éxtent of seeking sp‘éciﬁ'c
performance from his vendor. An -égre‘.ement for sale docs not confer any right to
the purchaser to file a sujt against a third party who is ejthc1' the owner or in
possession, or who claims to be the owner and 1o be in possession. In such cases,

the vendor will have to approach the court and not the proposcd transferee,

5.2, In the present case, Juxtaposing the above legal principles to the facts of
the case, we find that the respondents' claim suffers from multiple fatal defects

that 8o 1o the root of the case, which are as follows:



o
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15.2.1. First, there is no privity between the respondents and the appellant.
The agreement to sell, is not between the partics to the suit. According to
Section 7 of the Transfer of Property Act, 1882, only the OWTNET, OT any person
authorised by him, can transfer the property. We have already held that an
agreement to sell does not confer any right on the proposed purchaser under the
agreement. Therefore, as a natural corollary, any right, until the sale deed is
executed, will vest only with the owner, or in other words, the vendor 1o take
necessary action to protect his inteérest in the property. According to the

respondents, the property belongs to the vendors and according to the appellant,
the property vests in them. Since the réspondents are not divested any right by
virtue of the agreement, they cannot sustain the suit as they would not have any
locus. Consequently, they also cannot seek any declaration in respect of the title
olthe ?cndors. Butwhenthe ti_tlc is under a cloud, ii‘ is necessary that a dcjc]ara'iion
be sought as laid down by this Court in the judgment in Anathula Sudhakar v. P.
Buchi Reddy (Dead) by LRs and others™ . Therefore, the suit at the insiance of the
responderts/plaintifts is not maintainable and only the vendors could have
approached the court for a relief of declaration. In the present case, strangely,
the vendors are not arrayed as parties 10 even support any semblance of right
sought by the respondents/plaintiffs, which we found not o he in existence.

Further, the respondents/plaintiffs claim 1o have paid the eniire consideration of’

SUATI 2008 SO 2033 0 MANUSSCITIT6/2008
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Re. 75,006,000/~ in cash, despite the introduction of Section 26951 10 the Income
Tex Act in 2017 and the corresponding amendment to Section 271 DA.
As held by us, the agreement car onl y ereate rights against the proposed vendors
and not against third parties like the appellant herein. As the agreement to sel]
does 1ot create any transferable interest or title in the property in favour of the
respondents/ plaintiffs, as per Section 54 of the Transfer of Property Act, 1882,
we hold that the atiempt of the plaintiffs 1o disclose the cause of action through
clever drafting, based solely on an agreement 1o sell, must fail, as such disciosure

cannot be restricted to mere statement of facts but must disclose a legal right to

15.2.2. Secondly, and perhaps more fundamentally, as we have seen and
held above, the respondents have no legal right that can be enforced against the
appellant as their claim is impliedly barred by virtue of Section 54 ofthe "I‘fansft:r
of Property Act, 1882. Their remedy, if'any, lies against their proposed vendors.
The plaint averments remain silent regarding the execution of a registered sale
deed in favour of the respondents, which alone can confer a valid right on them
o file a suit against the appeliant as held by us earlier. Another, remedy available
to them s to institute a suit against the vendors {or specific performance. This
principle was clearly established in X Basavarajappa (supra), wherein this Court
held that an agreemvent holder lacks locus standi to maintain actions against third

partics. The relevant paragraph of the said Judgment is extracted below:



[R]
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S By nere agreemen (o sell the appeliant got no interest in the properiy put

lo auction to enable him o epply for setting aside such auction under Rule 60 and

especially when his iransaction was hit b y Rule 165(1) read with Rules 51 and 48,

Consequenily he coutd noi be seid 10 be having any legal interesi to entitle hin 1o

inuve such an application. Consequenily no fault could he found with the decicion

of the Division Bench of the Tligh Court rejecling the entitlement of the appeliant

10 move such an application, ™
15.2.3. The contention of the leamed counsel for the respondents that the
judgements relied upon oy the appellant are not applicable, cannot be accepted
for the simple reason that the ratio lajd down by this court, is applicable
irrespective of the stage at which it is relied upon. What is relevant is the ratio and
not the stage. Such contentions 2o against the spirit of Article 141 of the
Constitution of India. Once a ratio is laid down, the courts have to apply the ratio,
considering the facts of the case and once, found to be applicable, nrespective of
the stage, the same has to be applied, to throw out, frivolous suits. There is no
gainsaying in contending that the other party must be put 1o undergo the ordeal of
entire trial, when the plaintifl’s claim is either barred by law or the plaint fails to
disclose a cause of action, as it would amount to abusc ol process of Jaw, wasting
the precious time of the courts. On the other hand, the judgments relied upon by
the respondents do not come into their aid as the Jjudgments referred 1o by them
also lay down the proposition that the plaint can be rejected i on a meaningiul
reading of 1, fails to disclose a cause of action or is barred by law. In the present

case, [rom the facts, we also find this to be a case of champertous litigation,

between the plaintiffs and the vendors, who are not parties 1o the suit. Though
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champerious litigations have been recognized in our country 10 some extent by
way of amendment to CPC by certain states, considering the facts of the present
case and the averments in the plaint, we only find the I; tigation to be incquitable,

unconscionable or extortionate.

15.2.4, Further, the respondents are not in possession of the property.
Whereas, the appellant's possession since 1905 is admitted in the _p]aint itself.
In such circumstances, where the plaintiffs areb not in possession and the
defendant is in settled possession for over a century, a suit for bare injunction by
a proposed transferee is clearly not maintainable. Section 41() of the Specific
Reliel Act, 1963 prohibits grant of injunction when the plamtiff has no personal
interest in the matter. In the present case, the respondents, being mere agreement
holders, have no personal interest in the suit schedule pr;oper‘ty- that can be
enforced agaihst- third parties. The “personal interest” js to be understood in the
context of a legally enforceable ri ght, as when there is a bar in law, the mere
existence of an interest in the outcome cannot give a right 10 sue. As held by us
above, no declaratory relief has been sought as contemplated under Section 34 of
the Specific Relief Act, 1963. This principle was clearly cstablished in Jharkhand
State [fousing Board (supra), in which, this Court emphasized that where title is
in dispute, a mere suit for injunction is not maintainable. T he relevant portion of

the said judgment is reproduced hereunder:-
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AL dr s weil senied by carena of judgments of this Court that in each and every
case where the defendunt disputes the title of the plaintiffit is not necessary that
in ail those cuses plaintiff has 1 seek the rel tef of declaration. A suit for mere
ajyisction does not jie only svhen the defendant raises a genuine dispute with
regard (o iille and when he raises a cloud over the title of the plaintiff. then
necessarily in ihose circumsiances, plaintiff’ canaot maintain a suit for bure
mpunction.”

15.2.5. Yet another defect in the plaint is regarding the ideniity of the
property. The respondents/plaintiffs, as seen above, have admitted to the

possession of the appeilant over the suit property. The plaint, on one hand, raises

%]

a dispute as to whether the preperty claimed by the respeondents
that possessed by the appellant, and on the other hand, secks only a relief of
penmanent injunction restraining the appellani/defendant [rom alienating the

property, without seeking a declaration atfirming the title of their vendors. The

entitlement of the plaintifls to the possession rests on the title of their vendors and

o . RN T g | LS TS N o R | ¥ . "
s not an ndependent right. Without possession and without seeking a

declaration of title, not only is the suit barred but the cause of action 1s also

ficutious.
16, The High Court without noticing the above defects in the plaint, dismissed

tie application (tled by the appellant under Order VII Rule 11 CPC by observing
that the cause of action js a mixed question of fact and Taw and that the matter
requires trial. When the defects go to the root of the case. barred by law with

fictitious allegations and are incurable, no amount of evidence can salvage the



27

plainiiffs' case. Thou sh an agreement 1o selj Creales certain rights, these ri ghis are
purely personal between the parties to the agreement and can only be enforced
against the vendors or, in ],i.mited.circu1nstanc,es, under Section S3A of the
Transfer of Property Act, 1882, against a subsequent transferee with notice, as
held by us above. They cannot be enforced against third parties who claim
independent title and possession. Therefore, the High Court’s observation that an

agreement to sell creates an "enforceable right” cannot be countenanced by us.

17. At the same tme, we are conscious of principle that only averments in the
plaint are to be considered under Order VI Rule 11 CPC. While it is rrue that the
defendant's defense is not to be considered at this stage, this does not mean that
the court must accept patenily untenable claims or shut its eyes to settled
principles of law and put the parties to trial, even in cases which are barred and
the cause of action is fictitious, In T Arivandandam | (supra), this Court .
emphasized that where the plaint is manifestly vexatious and meritless, courts
should exercise their power under Order VII Rule 11 CPC and not waste Jjudicial
time on matters that are legally barred and frivolous. The present case falls

squarcly within this principle.

18, lnthe instant case, admitted ly, no sale was originally effected and only part
consideration was made, which was not even to the appellant, but rather to a third
party. Upon discovering that the property did not belong to the third party, the

respondents instituted a sujt. T must be noted that the appellant has been in
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possession of the suit schedule property for several decades. Given these
circumstances, the trial court must have adopted a fair and balanced approach,
carefully weighing ali relevant factors, considered the provisions of the Transfer
of Property Act, 1882 and the Specific Relief Act, 1963, but it did not do so. The
decision of the trial Court was also affirmed by the High Court. However, we
have to take inte consideration that the respondents are in the habit of filing
similar suits in respect of other valuable properties in Bangalore, based on various
alleged agreements to sell, which do not confer any right to sue. On the other
naud, the appeiiani is a 143-year-old charitable irust serving marginalized
communitics. The public interest unplications of this case are significant
consideration. Such institutions must be protected from speculative litigation that
can drain their resources and impede their charitable work. Maoreover, allowing
suits Jike the present onc to proceed to trial, would not onl;y waste judicial time
and resources, but also encourage similar speculative and extortionate litigations.
Fience, this is a fit case for the imposition of costs on the respondents under

Scction 33A of the Civil Procedure Code, 1908. However, we refrain {rom doing

s atLhis stage. At the same tme, the respondents are hereby cautioned thar any

tuture imisuse of the judicial process Jacking in bonalides may invite strict action

includimg imposition of exemplary costs.

181, Further, through the averments made in the plaintand in the agreement, the

respondents/platntiffs have claimed to have paid huge sum towards consideration
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by casii It is pertinent w recali thar Section 26987 of the Income Tax Act, was
introduced 10 cwrb black money by digitalising the transactions above
Rs.2,00,000/~ and contemplating equal amount of penalty under Section 271 DA
of the Act. As per the said provisions, action is to be taken on the rccj;pi‘ent.
However, there is also an onus on the plaintiffs to disclose their source for such
huge cash. The Central Govermnment thought it fit to cap the cash transactions
and move forwards towards digital economy to curb the dark economy which has
a drastic effect on the economy of the country. It will be wsetul to refer to the
Budget Speech during the introduction of the F inance Bill, 2017 and the extract
ofthe memo presented with the Finance Bill, 2017, which lay down the object:

Budget Speech:
VI DIGITAL ECONOMY

111. Promotion uf a digital economy is an integral part of Government s strategy
w clean the sysiem and weed oul corruption and black money. fi has o
transjormaiive impacy in terms of greater formalisation ¢f the ecoromy and
nmif-).s'.'rea}ning of financiaf Savings into the banking system. This, in furn, is
expecied 1o energise private investment in the countiy through lower cost of credit.
India is now on tie cusp of '« massive digital revolution.

Promoting Digital Leonony

{62 The Speciai Investigation Team (ST} set up by the Government for black
money has suggested that no fransaction abave Rs.3 lakh should be permitied in
casi. The Government has decided lo accept this proposal. Suitable amendment o
the Income-t1ax Act iy proposed in the Finance Bill for enforcing this decision,

Extract from Mea of Finance Bill, 2017

“Restriction on cash ransactions

In India, the quarium of domestic black money is huge which adversely uffects the
revenue of the Govermment Crealing are Source crunch Jor ity various welfare
programmes. Black money, iy generally transacted in cush and large amounr of
unaccounted wealth is stored and wsed in Jornt of cash.
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i order 10 achieve the mission of the Goverrment o niove (owards o less cash
ECONOIY 10 Fediice generation and circulation of black money. it is proposed 1o
insert section 269ST in the Aet 1o provide that na person shall receive an amont
of three lakh rupees or more,

(a) in aggregate from a person in a dery:

(h)in respecr of a sikgle transaction; or

fe) in respect of iransactions relating 10 one everit vr oceasion from a person,
otherwise ihan by an account payee cheque or account pavee bank drafl or use af
electronic clearing system thirough a bank account.

It is further proposed to provide that the said restriction shail noi apply 10
Government. any banking company, post office, savings bank or co-operative bank,
Further, it is proposed that such other persons or class of persons or Feceipls my
he norified by the Central Governmeni, for reasons 10 be recorded in writing. on
whom the proposed restriction on cash transactions shall not apply. Transactions
of the nanire referred to in seciion 26988 are proposed 1o be excluded from the

T

scope of the said section.

It is also proposed 1o insert new section 27104 the Act to provide for fevy of
pendally on a person vwho receives a sum in contravention of the provisions of the
2698T. The penalty is proposed fo be a sum equal 1o the amouint

» .
HIQROSed 820107

2
The said penalty shall however not be levied if the person proves

theat ibizre wers good grnd sufficient reasons for such contiaveriion, i is aiso

F 1 pemerseie
QF suca receint.

proposed that any such penalty shall be levied by the Joint Commissioner.

1 1s also proposed 10 consequentially amend the provisions of section 206C 16 omir
the provision relating to tax collection af source at the rate of one per cent. of sale
censideration on cash sate of jewellery exceeding five lakh rupees.

ihese amendmenis will iake effect from 19 Aprit 2017

However, when the Bill was passed, the permissible limit was capped under
Rupees Two Lakbs, instead of the proposed Rupees Three 1akhs, When a suit is
liled elaiming Rs.75,00,000/- paid by cash, not only does is create a suspicion on
the ransaction, but also displays, a violation of law. Though the amendment has
come into cffect from 01.04.2017, we find from the present litigation that the

<

same has not brought the desired change. When there is a law in place, the same
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has w be enforced. Most umes, such ransactions go unnoticed or not brought (o
the knowledge of the i neome tax authorities. It is settled position that ignorance
in fact is excusable butnot the 1gnorance in law. Therefore, we deem It necessary

lo issue the [ollowmo directions:

iA) Whenever, a suit is fried with a claim that Rs. 2,00,000/- and abox./c is paid
by cashi towards any wansaction, the courts must intimate the same {6 the
Jurisdictional Income- Tax Department to verify the transaction and the violation
of Section 2698T of the Income Tax Act, i_f'a‘n.y_.

(B)  Whenever, any such information is received either from the court or
otherwise, the Jurisdiet tonal Income Tax authority shall take appropriate steps by
following ihe due process in law,

(C)  Whenever, s sum of Rs. 2,00,000/- and above is claimed to be. paid by cash
towards consideration for tonveyance of any immovab]e property in a document
presented for registration, the jurisdictional Sub-RegiStrar shall intimate the same
to the jurisdictional Income Tax Authority who shall follow the due process in
law before taking any action,

(DY Whenever, it comes to the knowledge of any Income Tax Authority that a
sum of Rs. 2,00,000/- o above has been paid by way of consideration in any
transzetion relating to any immovable Property irom any other source or during
the course of search oI assessment proceedings, the failure of the registering

authurity shall be by ought to the knowledge ofthe C‘ﬂxcfSccrciary oi the State/UT



o
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for inidating appropriale disciplinary action against such officer who failed to

intimate the {ransactions,

is.

I light of the above discussion, we are of the {irm view that the plaint

ought to have been rejected under Order VIIRule 11(a) and (d) CPC. Hence, the

orders passed by the 1ligh Court as well as the trial Court rejecting the application

filed by the appellant, cannot be sustained in law and deserve 1o be set aside.

CONCLUSION
20, In fine,

(1) This appeal is allowed.

(11) The impugned judgment of the High Court dated 02.06.2022 and the
order of the trial Court dated 11.06.2021 arc set aside.

(1) As a sequel, the application liled under Order VI Rule 1i(a) and (d)
CPC is allowed.
(iv) The plaini in O.8. Ne. 25968 of 20138 pending on the Nle of Xiii
Additional City Civil and Sessions Judge, Mayohall Unit. Bangaluru, is
rejecied.

{(v) The directicns given by us in paragraph 18.1 ol this judgment shall be

ntimated by the Registrars of the Hj gh Courts, the Chief Secretaries of the

States/Union Torritories and the Principal Chiel Commissioner of [ncome
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—_ f@é_.Di‘:Eéﬂmgm 2o the Distrier jud; clary, the.p thicials-of. l»he~reg=i~si—r&tj’o T
department and the jurisdictional officers ‘under the Income Tax
Department respectively, so as 1o facilitate the conduct of periodical audit.
(Vi) The parties shall bear their respective costs  throughout the
proceedings.

(vii) Miscellaneous Application(s), if any, shall stand disposed of.

21. The Registrar (Judicial) is directed to circulate a copy of this Judgment to
the Registrar General of 4] the High Courts, the Chief Secretaries of 4] the States
/ Union Territories, and the Principal Chief Commissioner of Income Tax
Department, enabling them to communicate the directions issued by this Court

for strict ¢ orupliance.

vesrsnea --...,.-...‘q“.'. ------- ;J.,
[J.B. Pardiwala]

IR. Mahadevan]|

NEW DEILHT;
APRIL {6, 202s.
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