Sri S. GOVERDHAN REDDY HYDERABAD
REGISTRAR GENERAL Dt: 14.05.2025
. ROC.N0.978/S0/2025
To

All the Unit Heads in the State of Telangana.

Sir/Madam,

Sub:- High Court for the State of Telangana — Letter received from the
Assistant Registrar, Supreme Court of India — Forwarded a certified
copy of the judgment dated 16.04.2024 in Civil Appeal No. 5200 of
2025 arising from SLP (C) No0.13679 of 2022 between The
Correspondence, RBNAMS Educational Institution Vs B. Gunashekar
& Another — Certain guidelines issued — Forwarding the same for

following the guidelines — Reg.

Ref:- D.N0.21889/2022/SEC-IV-A, dt:23.04.2025 from the Assistant
Registrar, Supreme Court of India along with a certified copy of the
judgment dated 16.04.2024 in Civil Appeal No. 5200 of 2025 arising

from SLP (C) No.13679 of 2022.

kxEEE

The Hon'ble Supreme Court of India while disposing the Civil Appeal No. 5200 of
2025 arising from SLP (C) No.13679 of 2022, in its judgment dated 16.04.2024, issued
guidelines to be followed by the Sessions Court.

Therefore, as directed, while enclosing a copy of the judgment dated 16.04.2024
in Civil Appeal No. 5200 of 2025 arising from SLP (C) No.13679 of 2022, T am to
request you to take necessary steps for compliance of the above said judgment and

& also to circulate a copy of the judgment among all the Presiding Officers, in your Unit
A8 and to see that the guidelines issued in the judgment .of the Hon'ble Supreme Court
attached herewith are being followed.

This may be treated as *“MOST URGENT".

Yours sincerely,

REGISTRAR GENERAL
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\ CIVIL APPEAL No. 5200 OF 2025
(Arlsmg out of Special Leave Petition (Civil) no. 13679 of 2022)
: The Correspondence Rbanms
Educational Institution ... Appellant
,)g., \97(, VERSUS- ' '
N B Gunashekar & Anr. ... Respondents

Respected Sir / Madam,

In compliance with Reportable Judgment of this Hon'ble Court passed on 16-
04-2025 in Civil Appeal No. 5200/2025 titled "The Correspondence Rbanms
Educational Institution Vs. B Gunashekar & Anr", kindly find enclosed herewith a
certified copy of the Reportable Judgment for kind consideration and necessary

action. -t
f Yours faithfully,
i, & //} !
5 w
& ant Regi rJf“I
Copy to: 2 A=

1. Ms, Asmita Singh (adv.)

2. Mr. Nishe Rajen Shoker (adv.) \
™
istant Registrar



REPORTABLE

IN THE SUPREME COURT OF INDIA
CIVIL APPELLATE JURISDICTION

! Cortifled to be true copy
CIVILAPPEAL NO. 5200 OF 2025

(Arising from SLP (C) No. 13679 of 2022)  Assistan € Registrar (Judt.)
' ; —éf_l%'tnl, 2425
$upreme Colirt of india

The Correspondence,

RBANMS Educational Institution ... Appellant
.
VERSUS INALERRE
B, Gunashckar & Another ...Respondents
JUDGMENT

R. MAHADEVAN, J.

Leave granted.

2. 'The present appeal challenges the arder dated 02.06.2022 passed by 1he
High Court of Karnataka at Bengaluru' in Civil Revision Petition No. 150 of 2021,
whereby the High Court dismissed the revision petition [iled by the appclant
against the order of the trial Court dated 11.06.2021 rciceting their application
filed under Order VII Rule 11(a) and (d) of the Code of Civil Procedure. 1908*

for rejection of the plaint:

' Hereinafler referred 1o as “the 1ligh Coun”
! Yor shoit, “CPC™



3. On 12.08.2022, when the matter was laken up for consideration, this Cowrt -
has passed the following order:

CIssue notice. returnable in six weeks,

There will be stav of the operation of proceedings i OS No. 25968 6f 2018  pending ~
before the Cowrt of X Addl City Civid & Sessians Judge, MayoHall Unit,
Bengaluru (CCH-22) till the next date of hearing. ™

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

is- in Torce till date.

BRIEF FACTS

> - . i

4. The appellant viz., RB.A.NM.S. Educational Institution, was established -

in the year 1873 as a public charitable trust, dedicated to scrving ﬁl,stfgcncrﬁtiQn &

-

learners from marginalized communities in urban Bangalore. In 1905, a

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

Jeased to the appellant. Subscquently, in 1929, this property: was formally

conveyed (o the appeilant by the Municipal Commissioner of Civil and Military

Station of Bangalore. Since then, the appellant has been in continuous passession
of the said property. wtilizing it lor various cducational puiposes including Rl
Pre-University Colleges. lirst-grade degree colleges, and sporting (acilities

serving both their insitations and the vouth ol Bangalore.

5. The respondents liled a swt beanng 0.8.N0.25968 of 2018 against the
appellant. before the City Civil Court and Sessions Judge at Bangalore, secking

permanent injunction restraining the appellant from creating any third-parly

-



I i gy gV

s

interest over-the-suitrschedute property;-based  oa an-alteged-agreement-1o-sell

execuled by the vespondents and Ramesh S. Reddy with one Maheshwari
Ranganathan and others, in respect of the suit schedule property, on 10th April,

2018 for 4 sale consideration of Rs.9,00,00,000/-, for which, they claim to have

. paid’R5:75,00,000/= 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 aliendte or dispose of the same to third parties.

6. .Aﬁ;:r service. of summons, the appellam filed an application bearing
1.A.No, 3 6f 2018 under Order V11 Rule 11(a) and (d) CPC, sceking rejection of
the plalnt, inter alia stating that the respondents are only agreement holders and
not pwners of the suit schedule property and that, mere exccution of an agreement
to sell does nc;t create or cther any right or intcrest in the property in favour of

the: fxroposed' purchasers.

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

the appellant.

8  Upon hearing both sides, the trial Coun rejected the aforesaid application
sceking rejection of the plaint on 03.06.2020. Challenging the same, the appellant
preferied C.R.P. No. 205 of 2020, which was aliowed m part, by the High Ceurt

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

“The petition is allowed in pari The mipugned order dated 3 6.2020 in
O 8 No. 259682018 on the XTI Additivnal City Civil and Sessions Jidge. Mayeahall
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unit. Bengaluriis seraside. 1he petitioner s application filed wnder Order VI Rule:
l(a) and (d) of Code of Civil Procedure is réstoréd for /‘ecrmvldawian calling, ..~
wpon the Civil Court (o decide on merity of the application in.qecordayee. wilh law:

i the lgin of the grounds urged in an expedited manner but within an mnerdmul
of three months from the deie u/ first hearing aﬁer thix vrther.

.t - — ——

9. Pursuant to the aforesaid erder, the trial Court reconsidered the applicati 13&
filed under Order VII Rule 11(a) and (d) CPC and ‘ultimately, rejected the saxée:f S
on 11.06,2021. Aggrieved by the saine, the appellant preferred Civil Revns;qn;-‘ 8
Petition No. 130 of 2021 before the High Cowrt and. the same also ef)ded';_ijlf
dismissal by the order impugned herein. Therefore, the appellant is before us with: '

the present appeal. _ S

CONTENTIONS OF THE PARTIES

- b

10.  The learned counsel appearing for the appellant submitted thanhe'alleged '
apgreement 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 Transfer of
Property Act, 1882. In this regard, the leamed counsel zelied on the judgment in
Ranmblicn Namdea Gajre v Narayan Bapuji Dhotra Dead throught LRs. & Anr,
I wherein, this Cowt held that a mere agreement to sell does not create any

interest in the property. ‘This position was further reinforeed in the judgment in

Suraj Lomp & ndustries (P) Lid v, State of Harvana & Anothe?,

which reiterated that a contract for saje merely confers a limited right under

(2004 B SCC G4
L0121 SCC 636
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-Secton 53-A of the Transfer of Property Act, 1882. The learned counsel also
_highlighted the practical application of this principle in K. Basavarajappa v. Tax
Recovery Commissioner, Bangalore & Orhers’, in which, it was held by this

Court that a proposed vendee with an agreement to sell lacks flocus standi to

challenge third-party rights. ... . — ————

lfo,_l"., f I’he learned counsel emphasized the suspicious circumstances surrounding
the alleged agreement to sell i.e., the purported vendors have not been made
parties to the suit, their addresses were conspicuously 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 counsel invited our
attention o the respondents’ pattern of filing similar suits in respect of the other
waluzble propertics in Bangalore, suggesting a systematic attempt at land

;ptﬁbing through dubious agreements to sell.

10,2, The learned counsel further pointed out impropriety of maintaining a pure

 4rijunciion suit where title itsclf 1s 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 4 cloud over title, a suit merely for injunction
withoiit séeking declaration ol title is not maintainable. Referring to the decision

in Premji Ratansey Shah & Orhers v Union of India & Others’, the learned

$(1996) 11 SCC 632
4 (2019) 17 SCC 692
7(1994) § SCC 547



counscl conended that Section 41(h) and (j) of the Specific Relief Act, 1963, bars
grant of injunction when equally efficacious relief is availablc through otﬁgr. :

means and when the plainiiffs have no personal interest in the property. -

e oy Wby e e W —

Ultimately. the learned counsel submitted that applying the ratio laid down in the
decision in T, drivandandam v. T.V. Satidpal & Another® to the Tacts ol lhc.:
present case, the plamtis barred by law and does not disclose a riglit to 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 learned counsel prayed that this
appeal will have to be allowed and the suit filed by the respondents deserves to

be rvjected under Order V3T Rule 11 CPC.

1. Dercontra, the learned counsel appearing for the respoindents would subruit
“that at the stage of considering an application under Order VI Rule 11 CPC, the
comt must confiue ilself fo the averments in the plaint without examining the
delense or other external materials. Placing reliance on the decisions in 2.V Gurn
Rai Reddv vy P Neeradha Reddy & Others” and Soumitra Kumar Sen v. Shyamal

Kunrar Sen & Orhers™ the learned counsel proceeded to argue that the plaint's

197714 8CC 467 ,_.' ©
1221318 SCC 3R
CH200R) S SO 6da .;' W

St
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averments must be accepled as wrue at this stage, and the delendant's objections

are immaterial.

11.1, According to the learned counsel, the suit was filed to protect the

respondents' legitimate interests over the property in question under the

@erhcm to scll.-—é;;px"et_nending alienati;iﬁ—chA ihe property by third partjes.
Further, the learned counsel distinguished the decisions cited by the appellant,
particularly that in Rambhau Namdeo Gajre (supra) and contended that it was
decided after full trial and examination of evidence, unlike the present case where
the cause of action stems from the agreement itself. The leamed counsel also

soughl to differentiate the decision in 7' Arivandandam (supra) noting that unlike

“that case which involved vexatious litigation following losteviction proceedings,

the present matter invelved genuine rights under a registered agreement to_ sell.
The learned counsel further submitted that rejection, of ﬁlaint is a drastic remedy
that should be exercised sparingly, only when the plaint is manifestly vexatious
and meritless; and that, the proper course would be for the appellant to file a
written statement and contest the suit on merits, rather than seeking rejection of

the plaint at the thresheld

11.2, Ttis further submined that both the Courts below have examined the plaint
in the light of Order VIl Rude 11 (a) CPC to ascertain that it does indeed make
out a valid cause of action, i.e , that the Respondents have acquired an interest in

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



claim ol the appellant 18 that they hold a-valid title to the propenty, it is for them

to prove the same during trial.

~11.3: The learned-counsel also submitted thot the appellant is misguided ia
asserting that the provisions of Section $3-A-of the Transfer of Property Act, [882
acl as a bar against parties or interlopers who arc not party to the transaction
envisaged in that scction. That apaﬁ, the decision in K. Basavarqjappa (supra)
docs notapply 1o the facts of the present case, for that the same was about whether
an agreement to sell will stand in the way of the property being sold under auction
lor tax recovery purposes and the same cannot and should not be used as a device

1o defeat the suit at the threshold.,

11.4. Thercfore, according to the leamed counsel, the impugned order of the

Hizh Court does not requirc'any interference at the hands of this court.

DISCUSSION AND FINDINGS

-

i2.  We have heard the learned counsel appearing {or both sides and perused

ihe materiais avaiiable record.

13.  Secmingly, the appellant institution's journcy beean nearly 150 vears ago,
and its possession of the dispuied property dates back to 1905, when 1t was
intially leased and subsequently conveyed by the Commissioner of Civil and

Miliary Suation of Bangalore. The present dispute arose when the respondents

."
3
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— —fied-a-suit-in-0-8-No-25968-0f2018-secking-permanent injunction against the

appellant. The respondents’ claim rests entirely on an agreement (o sell dated
10.04.2018, pwportedly exceuted by certan individuals who, notably, are not
parties to the suit. The appellant, confronted with this litigation, filed an

_ application under Order. VII_Rule 11(a)_and (d)-CPC seeking-rejection-of-the —
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 VII Rule 11 CPC'".
This Court in Dahiben v. Arvindbhai Kalyanji Bhanusali (Gajra) dead through
leval 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
w

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

{(w) where o does aot diselose @ cause of sction:

() where the rehef chumed in undervalued. and the plaintiff, on being required by the Conrt 10 correct
the waluation wiatlun o tune to be fsed by the Coun, fails to do so;

te) where the relic! clamed is propecly valued but the plaint is written upon paper insulficicmly
aamped. and the plaintifT on being required by the Coun o supply the requisite stamp-paper within i
e to be xed by the Court. fnds o do so;

{d) where the suil appears [rom the statement in the plaint W be barred by any law;

() where it is nat filed i duplicate:

(1) where the plamtifT (ails 1o 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 exiended unless the Court, for reasans to be recorded, is sausfied that the
plasntil was prevent by any cause of exeeptional nature for correetion the valuation or supplying the
requisite slamp-paper. as the case may be, within the time fixed by the Court-and that refusal Lo extend
such time would cause grsve injustice 1o the plaintifl.”

22020 T SCC 366 - 2020 SCC Onlne SC 562
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3.2 The remedy under Order Vil Kade 11 is an independent and special remedy,
wherein the Court is empowered to swnmarily dismiss a suit at the threshold,
withowr proceeding ta record gvidence, and conducting a frial, on the hasis of the
evidence adduced, if'ii is satisfied tha the action should be terminated on any of

the grounds caomained in this provision.

[S9)

23.3. The underlying object of Order VII Rude 11 (2) is that if in o swit; no cause of
action is disclosed,, or the suit is barred by limitation under Ride |} (), the Court
would not permii the plainiiff to unnecessarily protract the proceedings in the i,
I such a case, it would he necessary to put an end to the sham liligation. so that
Surther judicial time ts not wasted.
234 In Azhar Hussain v. Rajiv Gandhi'? this Court held that the whole parpose of
conferment of powers under this provision is to ensure that a litigation which is
meaningless, and bownd 1o prove abortive, should not be permitted 10 waste judiciol
time of the coury. in the following words : (SCC p 324, para 12)
“12. ...The whale purpose of conferment of such power is to ensure that «
Kitigation which is meaningless, and bowd iv prove uboriive showid not e
permitted to occupy the time of the Court, and exercise the mind of the
respondent. The sword of Damocles need not be kept hanging over his
head unnccessarily without point or purpose. Even in an ordinary civil
litigarion, the Court readily exercises the power 1o reject a plaint, if it does
not disclose any cause of aciion. "

23.3. The power conferred on the courl (o terminaie a civil action is. kowever. a
drastic one. and ihe conditions enumerated in Order V11 Rule 11 are reguired 1o be
strictly adhered to. 2

23.6. Under Order VII Rule 11, a duty is cast on the Cowrt 1o desermine whether
the plaint discloses a cause of action by scrutimzing the avermeats in the plaint’*
read in conjunction with the docunients relicd upon. ar whether the sui iv harred
hyv anv law.

237 Order VI Rule 14(1) provides for production of documents oo wluck the
picintiff places reliance in his suit, which reads as under

"I Production of docisient on which plaintif cues or celes. 111 iere
a plaimiff sues upon-a docwnent or relles upoa docineni i s possession
or pawer in support of his claim, he shall enrer such documenrs i ¢ s,
and shall produce ii in Court whenthe pluint is presented by b aud shall,

1986 Supp SCC 315, Followed m Manvendiasinhji Ranjsinhp fadega v Vijavkunverba, 1998 SCC
Onliine Ciaj 281 - (1998) 2 GLII 823

" iverpool & Tondon S & § Assa. [1d. V. M V. Sen Sucecss | (2004) 9 SCC S




1]

Gl thie s gme deliver the documentand a copy-thereef;-to-be-filed with-— ——
the plaint.
(2)Where any such doauient is not in the passession or power of the
plaintiff. he shall, wherever possible, stafe in whose passession or power
iris. :
(3)A document which.ought (¢ be produced in Court by the plaintiff when
the plaint is presented, or io be entered in the list to be added or annexed
to the plaint but is not produced or enlered accordingly. shall not, without
the leave of the Court; be received in evidence on his behalf at the hearing
of the suit.
(4)Nothing in this rule shall apply 10 document produced for the cross
examination of the plaintff's witnesses, or, handed over 10 a wilness

merely to refresh his memory.™
X (emphasis supplied)

23 8 Having regard to Order V]I Rule 14 CPC, the documents filed alongwith the
plaint. are required to be taken into consideration for deciding the application
wndar Order 111 Rule 11(a). When a document refarred ro in the plaint, forms the
hasis of the plaint. it should be treated as a part of the plaint.

23.9. In exercise of power under this provision, the Court would determine if the
ussertions made in the plaint are contrary to stamtory law; or judicial dicra, for
deciding whether a case jor rejecting the plaint at the threshold is made our.

23 10 At this stage, lhe pleays taken by the defendant in the writien staremeni and
application for rejection of the plaint on the merits, would be irrelevani. and cannol
be adverted 1o, or taken inta consideration®.

2311 The test for exercising the power under Order VII Rule 11 is that if the
averments mada in the plaintr are tuken in entiretly, in conjunction with the
documents relied upon, wowld the same result in a decree heing passed This 1est
way laid daven in Liverpool & London S.P. & [ Assn. Ltd. v. M.V See Siceess
D which reads as : (SCC p. 562, para 139)

“139 Whether a plaint discloses a cause of action or not iy essentially o
guestion of fact But whether it does or does not must he found v fron
reading the plaim ifself. For the said purpose, the averments mude in the
plaint in their entirely must be held 10 be correci. The test is ax fo whether
if the averments made in the plaint are taken to be correct in theiv eniirety.
a decree would be passed.”

1 Sopas Sukhdeo Sable v, Charity Commr., (2004) 3 SCC 137



23.12. in Hardesh Ures (1) Lid v. Hede & Co ' the Court further held that it iy
not permissible fo cudl out o senlence or u pussage. and to read il in isolation. Ji is
the substance, and not merely the form. which has fo be looked into. The plaint has
w be construed ay it stands. without wddition or subtraciion of words. If the
allegations in the plant prima facie show a cause of action. the court cannot
embark upon-an enquiry whether the allegations are irue in fact. . Ramachandran
v RV Jamakiraman',

23.73. If on.a meaningfil reading of the plainy, it is found thart the suit is manifestly
vexativus und without any merif, und does not disclose a right 1o suc, the court
would be justificel in exercising the power under Order VIl Rule 11 CPC.

23.14. The power sinder Order VIl Rule 11 CPC may be exercised by the Court at
any..'\'!uge af the suil, either before registering the plaim, or ufier issuing summons
1o the defendant, or before conclusion of the trial. as held by this Cowrt in the
Judgment of Saleem Bhai v. Stte of Maharashtra™ The plea thot once issuey are
Jramed, the muster must necvsserily go o irial svas repelled by ihis Court in Azhar

Hussain (supra).

23.13. The provision of Order VI Rule |1 ix mandarary in nature 1t stades that the
plaint “shall” be rejected if any of the grownds specified in clause (a) 10 (e) are
mnade out. If the. Court finds that the plaint does not disclose u couse of action, .or
thar the suit is barred by any lavs. the Court has no option, but 1o reject the plaint.
24. "Cause of action” means every fuct which would be necessary for the plaintiff
fo prove, if traversed; in order 1o support fus nght (o judgment. Jt consists of u
bundle of material faces. which aie iy for ihe plamiiff (o prove in order to
entitle him 10 the reliefs eclaimed in the e

24_1. In Swamy Atmanand v. Sri Ramakyishua T apovanan’® thes Coart lield:

“24. A couse of uction, thus, mcans cvery fact. which if ivaversed, it would
be necessary for the plaintff 1o prove an order o support ius rignt fo u
Judgment of the court. In other words. i is a bundie of focts which taken
with the iaw applicable o them gives the plaill a vight 1o clief agamst
the defendani. It must include somse act done n the defendunt since in the
absence Qf.ﬂl(‘h an det, no canse of actienn can passebly acerue B ix not
fimited 1o the actual infrineenicot af the vieht soed on bie mchides ali the
material facts on which it 1s founded

fempivisi< supplied)

12 (2007) § SCC 614
17(1999) 3 SCC 267
' (2003) | SCC 557
"(2005) 10 SCC S1




24.2. In T. Arivandendam'y. T.V. Satyapal® this Court held that while considering
an application under Order VIF Rule 11 CPC whar is required o he decided is
whether the plaint discloses't real cause of action, or something prely illusory, in
the following words: (SCC'p. 470, para 3)
“3. .. The learned Munsif must ramember that if on a meaningful — not
formal — reading of the plaint it is manifestly vexativus, and meritless. in
the sense of not disclosing a .clear right to sue, he should excrcise his
power under Order VII, Rule 11 C.P.C. tuking care to see that the ground
mentioned therein is falfilled And, if clever drafting has created the
illusion of a cause-of action, nip it in the bud at the first hearing .. "
(emphusis supplied)

24.3. Subsequently, in LT.C. Ltd. v. Debt Recovery Appeliate Tribunal®’ this Court
held that law cannot permit clever drafiing which creares iliusions of a cause of
action. What is required is-that.a clear right mu. sbe made out in the plaint,

24,4, If however, by ¢lever drafiing of the plaint. it has created the illusion of a
cause of action, this Court in Madanuri Sri Ramachandra Murthy v. Syed Jalal’
held that it should be nipped in the bud. so that bogus litiggation will end at the
earliest stage. The Caurt must be vigilant against any camouflage or suppression.
and determine whethier the fitigation is utterly vexatious, and an abuse of the
process of the court. :

28 A three-Judge Bench of this Court in State of Punjab v Gurdev Singh™ held
that the Court must examine the plaint and determine when the right 1o sue first
acerued fo the pldintiff, and 'whether on the ussymed facts. the plaint i within time.
The words “right to sue™ means the right to xeek relief hy means of legal
proceedings. The right to sue accrues only when the canse of action arises. The suit
must be instituted when the right asserted in the suit is infringed, or when there s
a clear and uneguivocal threat (o yffinge such right by the deféndam ugainst whom
the suir is instituted. Order VI Rule 11(d) pravides that where o sust appeacs from
the averments in the plaint 1o he barred hy ony faw, the plawn soall be rejected ™

2977 4 SCC 467

(1998)25CC 170

207 13 SCC 174

Z199134 SCC 1: 199] SCC (1.&S) 1082



b

4

o= <
. . > » . . - Pha
disclose any cause of aclion or is barred by law, cither express or by implication.

P
»

out (hat under certain circumstances, clauscs (a) and (d) can be mutuallys

. LAY
inclusiye. For instances, when clever drafting veils the implied bar to disql

Therefore, the appeal before us requires careful consideration of the scope of =

rejection of the plaint under Owler VI Rule 11 CPC, particularly, in the context>+ < ] '



15

Another?, this Court pointed out that cause of action means every fact which, if
traversed; ‘would be necessary for the plaintiff to prove in order to support their
right 10 judgmc‘:m. 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 a 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
confain such cause of action that discloses all the necessary [acts required in Jaw
to sustain the suit'and nol mere statements of fact which fail to disclose a legal
right of the plaintiff to sue and breach or violation by the defendant(s). It is
pcninent 1o note here that even if a right is found, unless there is a viol;aU()n or
breach of that right by the defendant. the cause of action should be decemed to be
unreal. This is where the substantive laws like Specific Reliel Act, .1963, Contract
Act, 1872, and Transfer of Property Act, 1882, come into operation. A pure
guestion of law that ean be decided at the carly stage of litigation, ought to be
decided arthe earliest stage. In the present case, the respondents’ claim based on
an agreement 10 sell. The legal effect of such an agreement must be examined in
light of Scetion 54 of the Transfer of Propeity Act, 1882, which explicitly states

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

1 (2006) 6 SCC 207
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interest in or charge on such property. This principic has been consistently u_phg_lﬂ

by this Court in the following judgments:

(1) Rambhau Namdeo Gajre (supra)

“13. The agreemeni to sell does not create an interest of the ]Jroposed;'wdd« in

the suil property Ax per Scctioin 34 of the Act, the tide in nnmovable propchl

valued ar niore than Ry 100 can be conveyed only by executing a regt.ttered sale’

deed. Section 34 specifically provides thai a contract for sale of immovable.

Droperty is & coniraes & TCTICTIE e /uu ifwi ife suie ofvm:h properlyshal[jake ' :

pluce on the terms scitled herween the parties, bt does not. of itself, create any»

interest in or charge on such property. 1t s not disputed before us that the suit land ae

songht oy be comeved is of the value of more than Rs 100). Therelbre, nnles.{ there

. aew

was a registered document of sole in favour of Pishorrilol (the proposed lrazzsferce)" o

the title of the sair land contmued to vest in Norayan Bapuji Dhiotra (or~lgmal
plaintiff} and rewamn in ins owvnership. This point was exaniivied in dﬂtﬂl bjﬁ-lhfs
Cowrt in State of UL v District Judye [(1997) 1 SCC 496] and il was held lhus 2
_(5(( p)) 199300, pearer 7)
o Moving gien owr anxious consideration to the rival contentions we
Sind that the iHigh Court withi respect aud patently evred in taking the-view
that hecause of Section 33-1 of the Tronsfer of Praperty Acl lhl!ﬂ'dpﬂtéd
transferecs of the land liad acquired ae ouerest in the lands which would
resuft in exciusion of these luids fron the compudation of the holding af
the tenire-holifer cansforor on ithe appointed day. It is obvious thai an
agreenteni (o sell creates o terest in land. As per Sectiop 33 of the
Dranster af Proveety det the praperiv i ike land gets conveyed only by
vegistered sele deed st e dispte that the lands sought to be vavered
werd huving oaloe of were thae Ky 100 Therefore, unless there was a
registered cocement of sale o favonr of the proposed tranyferce
aprecment-folders the vwile of the fumds would nar get divested from the
vendar and vondd renan ar ey aveneeship There s no dispule onthis
cospreet flovever . sivons eolionce was placed by learned counsel Jor
Respoiidend 5 on Sectron 13-4 of the Transfer of Property Act. We fail 1o -
appreciane ot section can wt il be relevant ugainst the third parly
fike the appeilant State. Thai sectos provides Jor a shield of protection to
the proposed {ransferce (o remain iz possession against the vriginal owner
winr has apreed te sell these fonds 1o the transferce if the proposed

‘44
3
'Ke

A
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(Lausferee sutisfies_other_conditwns. of Section 33«4—lhat protection-is

«available as a shield only against the iransferor, the proposed vendor, and
vaould disentitle him from disturbing the possession of the proposed
ﬁ:pn.{feree.f who are put in possession pursuani (o such an agreement. Bul
that has nothing to do with the ownership of the proposed transferor who
remains full owner of the said lands iill they are legally conveyed by sale
deed lo the proposed (ransferees. Such a right to protect possession
a_gq?n,sl‘ the proposed vendor cannot be pressed in service agaginst a third
party like the appellant State when it seeks to enforce the provisions of the
Act against the tenure-holder, propused transferor of these lands.
(emphasis supplied)

There was no agréement beiween the appellant and the respondent in connection
with the suit land. The doctrine of part-performance could have been availed of by
Pighorrilal against his proposed vendor subject. of course, 1o the fulfilment of the
conditiony 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
pussession of the suir land on the basis of an agreement of sale not by the
resporident but by Pishorrilal, therefore, the privicy of coniract is between
Pisharrilal and the appetlam and not benween the appellunt and the respondent.
The doctrine of pavt-performance us contemploted in Section 53-A can be availed
of by the proposed Irwisferee against his transferor ar any person claiming under
him ahd not against a third person with whom he does nol have a privity of

> confract.”

(ii) Swef Lamp & Industries (P) Ltd v State of Haryana & Another”, wherein,
this Court comprchensively examined the nature of rights created by an
agreement o sell and concluded that such agreements create, at best, a personal

right eaforceable against the vendor The relevant paragraphs read as under:

“16. Section 34 of TP Act makes it clear thet a contract of sale. that iy, an
agreement of sale does not, of itsell. create any uterest in or charge on such
praperty. This Court in Narandas Karsondas v. S A Kamtam and Anr, (]977) 3
SCC 247, observed: (SCC pp.234.33, paras 32-33 & 37)
“32. A comtract of sale does not of itself create any interest in, or charge
on, the properiy. This iy expressly declared in Section 34 of the

L (2012) | SCC 656
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Transjer of Vroperty Aci. See Ramburan Prasad v. Ram Molrit: Hazia
(196711 SCR 293. The fiduciary character of 1hé pérsonal obligation
created by a contract for sale is recognised in Section 3 of the Specific
Relief Act. 1963, and i Section Yi of the Trusis Aer. The personal
wbligation created by o contract of sale is deseribed in Seciion 40.0f
the Tramsfer of 'roperty Act as an obligation. arising ouf of conlract
and annexed to the ownership of property. but not amounting, v an
interest or casement therein. i

33. In India, the word ‘transfer' is defined with referace 1o the word.
convey' The word ‘conveys' in Section 3 of Transfer of Property Act
is used in the wider sense of conveying ownerShip...
"~
27 that unly on execution of conveyance, ownership passes from ohe
party to another. "

17, Iy Bumblion Newnden CGajre v, Narayan Bapuji Dhiotéa (3004 (8j S5CC 614/
this Court held: -
“10. Proweetion provided under Section 33-4 of the Act to the proposed
transferee is o shield only against the trapsferor, It disenritles the
transferor from disturbing the possession of the proposed n:"amﬁ:rez- s
who Is pul in possession in pursuance to such an agreement.. l has .
nothing fo do with the ownership of the proposed tramsferor who
remains Adl owner of the property Gl it is legally conveyed by
executing o registered sale deed in favour of the transferéé. Suchi a right
0 protect possession ageinst the proposed vendor-canuol be pressed in

service ayainai o Sivd paiiy "

I8 0 as thus clear that a travsfer of innmovable property by way of sole can only
he by a deed of conveyance (sale deedy. In the absente of a deed of convevance
rednty stomped and registered as reguived by law), no-right, title or interest in an
imuovable property can be ransferrved,

Fa LIy contract of sole fagrecment 1o sell) which is not a vegistered deed of
convvevance (deed of sule) would fall shert af the requirements of Sections 54 and
YV of the BP e wndd will net confer any title nor ransfer (mj- interest in an
saimavahle propecty fexcept to the Timited right granted under Seetion 33-A of the
LI A Accarding to the TP Act. an agreement of sale, Wwhether with possession
ar without possession is aot a convevance. Section 34 of the TP Act enacts that
vale of inmovabiy property can be made only by a registered dnstrvument and e
aureement of sale does ot create any interest or charge un its $abject-matter. ™
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(i) Cosmoy-Co-Operative-Bank-Lidv—Centrai-Bank of india-dOrs™——

“23. The observations made by this Cowrt in Suraj Lamp (supra) in paras 16 and
19 are also relevant,

26 Suraj Lamp (supra) latér came 1o be referred 10 and relied upon by this Court
int Shakeel Ahmed v. Syed Akhlaq Hussain, 2023 SCC OnlLine SC 1526 wherein
the Court after referring to its earlier judgment held that the person relying upon
tha customary documents cannot claim (o be the owner of the immovable property
and consequently not maintain any claims against a third-party. The relevant
pdras read as under.—

“I{1. Having considered the submissions at the owser, it is 1o be emphasized theit
irrespective of what was decided in the case of Suraj Lamps and Industries (supra)
the fact remains that no title could be transferred with respect to immovuble
properties on the basis of an unregistered Agreement to Sell or on the basis of an
imregistered General Power of Attorney, The Registration Aci, 1908 clearly
provides that a document which requires compulsory regisiration under the Act,
would not confer any right. much less a legally enforceable right to clzpproach a
Couit of Law on its basis. Fven if these documents i.e. the Agreement 1o Sell and
the Power of Attorney were registered, still it could not be said that the respondent
woild have acquired title over the property in question. At best. on the basis of
the registered agreement to sell, he could have claimed relief of specific
performance in appropriate proceedings. In this regard. reference may be made
(0 sections 17 and 49 of the Registration Act and section 54 of the Transfer of
Praperty Act, 1852,

11 Law is well sectled that no vighi, title or fnterest in immovable property can
be conferred withou « registered document. Even the judgment of thiy Court in
the case of Suraj Lamps & Industries (supra) by down the same proposition.
Reference may also be made to the following judsments of this Court:

(i). Ameer Minhaj v Deirdre Elizabeth (Wright) Issar (2018) 7 SCC 639

(ii). Balram Singh v. Kelo Devi Civil Appeal No. (6733 of 2022

(ii]). Paul Rubber Indusiries Provore Linited v A Chand Mitra, SLP(() No.
13774 0f 2022,

12, The embargn put on regsiration of documents would not override the
sledutory provision 3o oy (0 confer title on the basis of unregestered documents
with respect to immovabte property Once dus ix the seted posiiion, the
respondent could not have maintained the swit for possession and mesne profits
against the appellans, who was admitiediy in possession of the property in

question whether ay an oswner or o licensee

%2025 SCC Onl.ine SC 352
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13. The argument advanced on behalf of the respondent that the judgiment in Suraj
Lamps & Industries (supra) would bé prospeclive is also misplaced. The
Fegiiremend of compuisory registration and effect on non-registration emangies
Jrom the statutes. in porticular the Registration det and ike Transjer of Property
Aet The ratio in Suraj Lumps & Indusirles (supra) only approves the provisions
in the nvo enactments. Earlier judgments of this Court have tuken the same view. ™
15.1. Undoubtedly, a sale deed, which amounts. to ¢onveyance, has.lo be a
registered document, as mandated under Section 17 of the Registration Act, 1908.
On the other hand, an agreement for sale, which also requircs to be registered,
does not amount to a conveyance as it is merely a contractual document, by which
one parly, namely the vendor, agrees or assures or promises to convey the property
described in the schedule of such agreement to the other party, namely the
purchaser, upon the latter performing his part of the pb;igatio_n under the
agicement 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 inierest.
Section 53-A of the T'ransfer of Property Act, 1882 offers protection only 10 2
proposed transleree who has part performed his part of the promise and has been
puL iito possession, against the actions of transferor, acting agaiust the interest of
the wanslerce. For the proposed transferee (o, seek any protection against the
wansieron, he must hiave either performed ﬁis part ol obligation in full or i par
i e applicability of Secuon 53-A of the Transler of Property Act, 1882 is subject
lo certam conditions viz, (a) the agreement must be in ‘wiiting with the owner of

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

DI S o el
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horised representative, (b) the wansferee imust have been put into possession or
must have. acfed in furtherance of the agrecment and made some developments,
(¢) the protection under Section 53-A is not an exemption (o Section 52 of the.
Transfer of Property Act, 1882 or in other words, a transferee, put info possession
with: the knowl;tdge of a pending lis, is not entitled 1o any protection, (d) the
transferee must be in possession when the /is is initiated against his transferor and
must be willing to perforin the remaining part of his obligation, (¢) the transferee
must be entitled to seck specific perfformance or in other words, must not be
barred by any of the provisions of the Specific Relief Act, 1963 from secking 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 until the sale deed is executed, the purchaser is not vested with any righ, title
or interest in the propery exécpt to the limited extent of see.king sp.cciﬁc
performance from his vendor. An agreement for sale does not confer any right to
the purchaser to file a suit against a third party who is either the owner or in
possession, or who claims to be the owner and 1o be in possession, In such cases,

the vendor will have 1o approach the court and not the proposed transferec.

15.2, In the present case, juxtaposing the above legal principles to the facts of
the case, we find that the respondents' claim suffers [rom multiple fatal defects

that go 10 the root of the case, which arc as follows:



22

1321 [First, there is no privity between the respondents and the appcllant‘.
The agreement to sell, is not between the partics to the suit. According m
Section 7 of the Transfer of Property Act, 1882, only the owner, or 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 nall_xral corollary, any right, until the sale deed is
gxeculcd, will vest only with the owner, or in other words, the vendor to take
necessary action to protect his interest in the property. According to the
respondents, the property belongs to the vendors and according to the appeliant,
the property vests in them. Since the respondents are not divesied any right by
virlue of the agreement, they cannot sustain the suit as they would not have any
locus. Consequently, they alsc; cannot seek any declaration in respect of the title
ol the vendors. But when lhe" title is under a cloud, i.t 1s necessary that a declaration
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 instance of the
respondents/plaintifts is not maintainable and only the vendors could have
approached the court for a relief of declaration. In the present case, stranoely,
the vendors are not wrrayed as parties to even support any semblance of rght
sought by the respondents/plaintilTs, which we Tound notl to be in exisience.

Further. the respondents/plaintiffs claim (o have paid the eatire consideration of

AL 2008 SC 2035 - MANU/SCIT376/2008
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Rs.75,00,000/- in casii, despite the inroduction of Section 26981 to the Income
Tax Act in 2017 and thé corresponding amendment to Section 271 DA.
As held by us, the agreement can only create rights against the proposed vendors
and not against third parties like the appellant herein. As the agreement to sell
docs not create any (ransferable 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 attempt of the plaintiffs to disclose the. cause of action through
clever drafting, based solely on an agreement to sell, must fail, as such disciosurc

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

Suc.

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 implicdly barred by virtue of Sec‘ti0n '54 of the Transfer
of Property Act. 1882. Their remedy, if any, lies against their proposed vendors.
The plaint averments remain silent regarding tl:1c execution of a registered sale
deed in favour of the respondents, which alone can confer a valid right on them
to file a suit against the appellant as held by us earlier. Another, remedy available
10 them is 1o institute a suit against the vendors for specific perfonmance. This
principle was clearly established in K. Busavarajappa (supra), wherein this Court
held that an agreement holdar lacks locus standi 1© maintain actions against third

parties. The relevant paragraph of the said judgment is extracted below:
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S ... By mere agreemens 1o sell the appeliant got no interest in the property pul
to auction (0 enable him (o apply Jor setting aside such auction wnder Rale 60 and
especially when his iransaction was hit by Rule 16(1) read with Rides 51 and 48.
Consequently he could not be said 1o be having any legal interest 1o entitle him to %
inave such an application.. Consequenily no fault could be found with the decision = -
of the Division Bench of the Iligh Court rejecting the entitlement of the appellant - i :
10 move such an application. ” PHL S

15.2.3. The contention of the leamed counsel for the respondents that: the:
judgeiments relied apon by (he appeilant are not applicable, cannot be acw:;_)tcd j:
for the simple reason that the ratio laid down by this court, is applicabf :

N
irrespective of the stage at which it is relied upon. What is relevant is the ratio anxgl;i

3
ol
yu

not the stage. Such comtentions go against the spirit of Artcle 141 of the
Constitution of Tndia. 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, irrespective 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 10 undergo the ordeal of - ‘
entire trial, when the plaintiff’s claim is either barred by law or the plaint fails o
disclosc a cause of action, as it would amount to abuse of process of law, 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 judgments referred to by them
also lay down the proposition that the plaint can be rejected i on a meaningful
rcading of it, fails to disclose a cause of action or is barred by law In the present
case, from the facts, we also find this to be a casc of champetous litigauon,

between the plaintiffs and the vendors, who are not parties to the suit. Though
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champertous litgations have been recognized in our country (0 some extent by
way of amendment ta CPC by certain states, considering the facts of the present
case and the averments in the plaint, we only [ind the litigation to be incquitable,

unconscionable or exlortionate.

15.2.4. Further, the respondents are not in possession of the property.
Whereas, the appellant's possession since 1905 is admitted in the plaint itself.
In such circumstances, where the plaintiffs are not in possession and the
defendant is in scttled possession for over a century, a suit for bare injunction by
a proposed transferee is clearly not maintainable. Section 41(j) of the Specific
Reliei” Act. 1963 prohibits grant of injunction, when the plainti{f has no personal
interest Ain_ the matter. In the present case, the fespondents, being mere agreement
holders, have no personal interest in the suit schedule property that can be
enforced against third parties. The. “personal interest” is to be understood in the
context ol a legally enforceable right, as when there is a bar in law, the merc
existence of an intercst in the outcome cannol give a right to sue. As held by us
above, no declaratory relief has been sought as contemplated under Section 34 of
the Speciiic Relief Act, 1963. This principle was clearly established in Jharkhand
Stare Housing Board (supra), in which, .lizis Court emphasized that where ttle s
in dispute, a mere suit for injunction is not maintainable. The relevant portion of

the said judgment is reproduced hereunder:-
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Y1, drvis well sestied by catena of judgments of this Court that in each and every
case where the defendant disputes the tile of the plaintiff it is not necessarythar. .. "
i all those cases plaintiff has to seek the relicf of declaration. A suit for mere = i
injunction does not Jic only wehen the defendant raises a genuine dispuie with . "
regard (o title and when he raises a cloud over the tille of the pluiwtiff, then
necessarily in those cirewmsiances, plaintiff” comnot maintain a swit for bare
infunction.”

possession of the appellant over the suit property. The plaint, on one hand, rai

a dispute as 1o whether the property claimed by the respondents is the sam

‘\»

i

property, ‘without seeking a declaration affirming the title of their vendors; The '

293 A b

permanent injunction restraimng the appellanv/defendant from alienating,gﬁ

entitlement of the plaintiils to the possession rests on the title of their vendors and "=
it is not an independent right. Withoul pesscssion aud without seeking a

declaration ¢f title. not only is the suit barred but the cause of action is also__f-_.,};.'

fictitious,

35

16. The High Court without noticing the above defects in the plaint, dismissedsiat =
the application (iled by the appellant under Osder VII Rule 11 CPC by obscrvingb;@"‘? :
ihat the cause of action is a mixed question of fact and faw and that the matter .5 :
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
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plainiiffs' case. Though an.agreement 1o seli creates cenain rights, these rights are
purely personal between the parties to the agreement and can only be enforced
against the vendors o'r.- in limited. circumstances, under Section 53A of the
Transfer of Property Act, 882, against a subsequent transferee with notice, as
held by us above. They cammot be enforced against third parties who claim
independent title and possession. Therefore, the High Court’s observation that an

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

17. At the same time, we are conscious of principle that only averments in the
plaint are to be considered under Order VII Rule 11 CPC. While it is rrue that the
defendant's defense is nof to be .cor'isidered at this stage, this docs not mcan that
the court must accept patently uantenable claims or shut its eyes to settled
principles of law and put the parties fo trial, even in cases which are barred and
the cause of action is fietitious, In T. Arivandandam (supra), this Court
emphasized that where the j:tl'a'int is manifestly vexatious and meritless, courls
should exercise their power under Crder VII Rule 11 CPC and not waste judicial
tine un matters that are legally barred and frivolous. The present case fally

squarcly within this principle.

18.  [nthe instant case, admittedly, no sale was originally effected and only part
consideration was made, which was not ¢ven to the appellant, but rather 1o a tisd
party. Upon discovering Ut the property did not belong to the third party, the

respondents instituted a suit. It must be noted that the appellant has been in
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possession ol the suit schedule property for several decades. Given these

circumnstances, the trial court must have adopted a fair and balanced appmach
‘J

carefully weighing all relevant factars, considered the provisions ot‘.the‘Tmnéfér

g "‘VS’

of Property Act, 1882 and the Specific Relicf Act, 1963, but it did not do: so."lhe s

»

> -"!

decision of the trial Court was also affirmed by the High Court. However, we: BB,
. ?1

have o take into consideration that the respondents are in the habit ot_ﬁhug,, :;‘{ .

'

similar suits in respect of other valuable propeities in Bangalore, based onvarlg,y,i;

g««.

alleged agreements to sell, which do not confer any right to sue. On the ol.hci‘

hand, the appeiiani is a 148-year-old chantable trust serving marg,mahzel:lﬁ’f

ticnce, this is a fit case f[or the imposition of costs on the respondents (mc'll:rf."*"fﬁ
Scction 35A of the Civil Procedure Code, 1908 However, we refrain from»doing;- ‘ %
so al this stage. At the same tinie, the 1espondents are hereby cautioned that any.»
future misuse of the judicial process lacking i bonalides may invite strict action

including imposition of exempliry costs.

18.1. Further, through the averments made in the plaint and in the agreement, the=

respondents/plaintiifs have claimed to have paid huge sum towards consideration -
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by cash. It is pertincnt w recall that Section 26957 of the Income Tax Act, was
mtroduced to curb black money by digitalising the transactions above
Rs.2,00,000/~ and éontcmpiating equal amount of penalty under Section 271 DA
of the Act. As. per the said provisions, action is to be taken on the recipient.
However, there is alsoan onuson the plaintiffs to disclose their source for such
huge cash, The Central Govermnment thought it fit to cap the cash transactions
and friove 'forwards-tcwaljds digital econoiny 10 curb the dark cconomy which has
a drastic elfect on the economy of the country. It will be uscful to refer to the
Budget Speech during the introduction of the Finance Bill, 2017 and the exwract
of the memo presented with the Finance Bill, 2017, which lay down the object:

Budget Speech:
"ViE DIGITAL LLCONOMY

{11. Promation of a digital economy is an integral part of Government s strategy
1o clean the sy.ti’gm and ‘weed out corruption and black money. It has «a
rran.s;ﬂ);mqlivc inipact in terms of greaier formalisaiion of the cconony and
mainstreaminig of finaneial savings into the banking sysiem This, in jurn, is
expecied fo energise private invesiment in the couniry through lower cost of credit.
India is now-on the cusp of a massive digital revolution.

Promoting Digital Economy

162 The Special Ihvespigmion Team (SIT) set wp hy the Govermneni for black
money has suggested thut vie mansaction above By 3 lakh vhowid he permitied in
cash. The Government has decided 10 accept this proposal Surtahie wwiendment to
the Incomestax Actis proposed in the Finance Bill for enforciae iy decivion

Extract from Memo of Finance Bill, 2017

“Restriction on cash transactions

In India, the quantunr of domestic black money is huge which adversely affects the
revenie of ‘the Govermnent CTeeiing ¢ Source crunch for 0y various welfare
programsnes. Black movey is generally transacted in cusie ard faepe amount of
unaccounted wealth is stared and wsed in form af cash
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In order to achieve the mission of the Government to miove towards a.dess cash.

economy 1o reduce generation and circulation of black money. it is proposed to
insert section 269ST in the Act to provide that no person shall receive an amowunt,

of three lakh rupees or more,

{a) in aggregate from u persen in a day:

(h) in respect af a single transaction; or

() in respect of ransactions relating fo one event vr occasion from a personn

otherwise than hy an account payee cheque or account payee bavk draft or yse of
electronic clearing system through a bank account.

e
It is further proposed to provide that the said restriction shall® not: apply to ".j": '
Governmenr. any banking company. post office, savings hank or cg-operative bank. <"~ =

Further. it is proposed that such other persons or class of persans orreceipls may"
be notificd by ihe Central Government, for reasons to be recorded in writing, v *"
wham the proposed restriction on cash transactions shall ot dpply. Transdctions.

of the natre referred to in section 26955 are proposed 1o be excluded from the g

scope of the said section.

It is also proposed ia insert nev section 271 DA in the Act to pravide for fevy of .

penalty on a person who receives a sum in contravention of the provisions af the | % .

proposed sechon 269ST. e peniliy is proposed to be a sum equal 1o the aﬁa‘i:ii,‘
of such receipt The sard penalty shall however noi beievied tf thpﬂ‘son proves
that there were good and sufficiest reasons for suclh contravealion, i is aiso
proposed that any such penaliy viall be levied by the Joint Connnissioner.,

it is alvo proposed (o consequentiufly amend the provisiony of section 206C to omit
the provision relating 1o fax collection af source at the rate of ong per cenl. of sale |
consideralion on cash sale of jewellerv exceeding five lakh rupees.

These amendmeints witl take effect from ' April 2007

However, when the Bill was passed, the permissible limit was capped under
Rupees Two Lakhs, msicad of the proposed Rupees Three Lakhs. When a suit js
filed claiming Rs. 75,00 000/ - paid by cash, not only does is creale a spspicion on
the transaction, but also displays, 1 violation of law. Though the amendment has
come into effect from 01.042017, we [ind from the presem litigation that the

same has not brought the desired change. When there is a law in place, the same-
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has'io be enforeed. Most times, such ransactions go unnaticed or not brought to
the kdowlédge of the income tax authorities. It is settled position that ignorance

in fact is excusable but not the ignorance in law. Therefore, we deem it necessary

to issué thé folJowing directions:

(A) Whenever, a suit is filed with a claim that Rs. 2,00,000/- and above is paid

by ‘cash towards any transaction, the courts must intimate the same fo the

 jurisdictional Income Tax Department to verify the transaction and the violation

of Section 269ST of the Income Tax Act, if any,

(B) Whenever, any such information is received cither from the court or
c;ﬂicrwi'se, the Jurisdictional Income Tax authority shall take appropriate steps by
following the due process in law,

(C) Whenever, asum of Rs. 2,00,000/- and above is claimed to be.paid by cash
towards con‘sideratioﬁ for conveyance of any iminovable property in a document
presented for registration, the jurisdictional Sub-Registrar shall intimate the same
to the jurisdictional Income Tax Authority who sha!l follow the due process in
law* before taking any action,

(D) Whenever, it comes to the knowiedre of any lncome Tax Authority that a
sum of Rs. 2,00,000/- or above has been pad by way ol consideration in any
transaction relating to any immovable property froni any other source or during
the course of .search or assessment proceedings, the failure of the registering

authority'shall be brought 1o the knowledec o' the Chief Sccrctary of the State/UT
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[or muating appropuale disciplinary action against such officer who failed to

intimate the {ransactions.

19. Iu light of the above discussion, we are of the firm view that the plaint.
otight to have been rejected under Order V11 Rule | [(a) and (d) CPC. Hence, the.
orders passed by the High Court as well as the trial Courtrejecting the dpplication

filed by the appellant, cannot be sustained in law and deserve to be set aside. <Fog

0

CONCLUSION

20.  In fine,

(i) Tins appeal is allowed.

(i) The impugned judgment of the High Court dated 02.06.2022 and the’

] arder of the wria! Court dated 11.06.2021 are set-aside.
B
: (iti) As a segucl, the application {iled under Order VII, Rule 11(a) and (d)
CPC 15 allowed
1 (iv) The plainm in O.8. No. 25968 of 2018 peading on the file of X1l o
Addinonal City Civil and Sessions Judge, Mayohall Unit, Bengaluru, is __ ,,g
. ‘ it
rejeeted, ? g
2,0
’ (v) The directions given by us in paragraph 18,1 of this judgment shal] be R
intimated by tha Reaistrars ol the High Co_urts-, the Chief Secretaries of the ﬁ
:.'.?3
States/Unton ‘Terimories and the Principal Chief Commissioner of Income ‘
e
. g
} :é?;
; A
%]

S

b
| &

|
|
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department and the jurisdictional officers under the Income Tax

.. ‘Department respeciively, so as 1o facilitate the conduct of periodical audit.

(vi) The paties shall bear their respective costs throughout the
proceedings.

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

2% : The Registrar (Judicial) is directed to circulate a copy of this Judgment fo
- ) the Registrar General of a1l the [High Courts, the Chicf Secretaries of all the States
7 Unlon Territories, and the Principal Chief Commissioner of Income Tax
Department, e'.nab'ling them to communicate the directions issued by this Court
for stritt compliance.

A sd/-

............. cebsiedarsessnserila

[J.B. Pardiwala]

|R. Mahadevan|

NEW DELHI;
APRIL 16, 2025.
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