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IN THE SUPREME COURT OF INDIA o NN 1Y

CIVIL APPELLATE JURISDICTION | o

_ CIVIL APPEAL NO, 16814 of 1995

Rajasthan Financial Corporation o Appellants

‘Versus

M/s Man Industrial Corporation Ltd. ‘Respondents

Carilfied to be tea CODY
1:;{,,[‘%(:’** s
JUDGMENT Anslstant Reqtetres iducid
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S. N VariavaL."l

This Appeél is agalnst an order dated 13" September, 1996

' passad by the High Court of Rajasthan.

Briefly. stated the facts are as foHéws:

" The Apvellants had sancticned a lcan to the Respondents against
;ecuu'"ity of a mo‘r'tgage. As the Respondents failed to repay the loan
the Appeliants filed an applicétion under Secticns 31 (1)>(a) and (<}
and 32 of the State Financial Corporation Aét for recovery of a sum of |

Rs. 10,89,265.88. Parties compromised the dispute and signed a deed

of compromise. The relevant terms of the compromise deed read as
follows:

", X XXX KAX
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5. That the company h'et'eb;/ confirm the balan

(Rupees one la

kh only) received on 1.4.1976)
5.9.1977 at Re, 12,08 806,83 ps. (R

ees Tweb

“only) as per the statement of 2
interest @ 59 above the bank rate prevailing from

time subject to a minimum of 13-1/2% per anny
such other rate of interest as may be decided

the 1% January, 1977. (gmph'asis supplied)
| XXX uxx XXX
7. That the company and the Corporation

inctaliments of the repayment of the loan for the

s i "—“'"W.fm’:du""v‘m‘.'

3 ps. re lakhs
i ‘ o ndred_six and paisa eighty three
ccount enciosed herewith
and agree to pay the said dues as foliows alongwith future

ce dues

of the Corporation (after deduction of Rs. 1,00,000/-

as on

time to
m.or at
by the

Corporation for similar advances from time to time, with

half yearly rests on product basis and expenses and cost of
litigation. . The increased rate of interest shall ‘app!y.'from

further

specifically agree that on non payment of consenting two

loan or

interest or expenses hereinabove mentioned of O breach

~ 6f any -of the terms and conditions of this compromise, the

Corporation shall have the right to receive the whole dues
in one lump-sum and to get the compromise decree

. executed by sale of mortgaged and attached properties

znd to ask the lessee 10 pay the rent directly
_Corporation."

On 22" September 1977 an Order came to be pas

to the

ced wherein it

was recorded that the parties had compromised and that they had

filed the ‘compromise deed in Court. The Qrder then reproduces tha

~ entire compromise deed. Clause 5 of the Crder, whic

reads as under: '

h is relevant,

. »g.  Therefore, the application is allowed and the suit is
decreed in terms of compromise in favour of plaintiff-

o e JRS

e e T e

h Zg;poration and against the dafendant of Rs. 12,08,806
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'U-nfcrt'.n*ately for the Respondents U

ly. The defendant shall pay the interest on
ore than the current Bank
all not be less than 13-1/2% and the

cost of the suit shall be paid by the defendant. The

and 83 paise on
this amount at the rate of 5% m

interest rate which

increased rate of interast shali be effective w.e.f. 1.1.18758..
The above amount be paid in the instaliments as per tne
terms of the compromise. The compromise chall form part
of the decree and the corporation shall be entitled fo
the amount of compromise decree fromm the
defendant which is mortgaged with the
e same has been attached." (emphasis

realize
property of the
corporation and th
supriied)

Payments were not made, as contemplated by the Comproimise

deed. The Appellants thus initiated execution proceedings on 5th
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February 1987. As has become common nowadays
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filed an application under Section 22 of the Sick Industria

Act, 1935. They thus managed to effectively delay exacution.

he Board directed winding up of

the Respondent.company. The Respondehts filed an 2appeal before
2 rehabilitation scheme

AALFR. The Respondents submitted 2

wherein it was shown that a sum of Rs 62.72 lakhs was to be paid to

the &ppellants. On 18™ August, 1694 AALF.R. passed an order

direciing that a sum of Rs 62.72 lakhs be péid to the Appellants so

t the propertiesvco_uld be released from mart

2
o 1

th gage. The Respondents -

do not pay the amount. They now cannot also delay execution any

fonger.




O 27" September, 1995 le. more than 9 years after the
execution proceedings were filed, the Respondents file an application,
under Section 151 of the Clvil Procedure Code obie&ing to the
calculation of interest with half yearly rests. The executing Court
overruled the objections and directed exécutioﬁ. The Respondents file |
a Revision Petition before the High Court. This has been' aliowed by the
impugned Judgment. The High Coﬁrt has held that that fhe Appeilants
are not entitled _té charge interest on half yearly rests basis. ‘Haﬁce' B

this Appeal.

On behalf of the Appella'}ta Mr Jain submlt*ed that. the decree

was in tertns of the compromise deed., It was submltted ‘that the

cempromise degd, which had been signed by both the parties, clearly
provided that interests could_ be chéfged on half yearly rests basis. It
 was submitted that under Order 23 Rule 3 Civil Procedure Code the
_Court has to pass the decree in terms of ‘the";:ompromise. It was

‘submitted that the words "the defendant shall pay the interest on this

amount at the rate of 5% more than the current Bank interest rate

whicH are not be less than 13 1/2 %" do not alter the main provisicn

.in thﬂ compromlse deed whereunder Interest is pavable with half

yearly rests, It is submltted that through inadver‘tence the Court has

omitted to mention that interests is payable with half yearly rests. It
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was submltted that the High Court has exceeded its 3unsd\ct\on yndar

Sec’uon 115 Civil Procedure Code by revmng/mod:fymg the decree. I

h Court overlooked the ‘fact that the decr

e | ) B
1 was submitted that the Hig
[P ’ ' .
| had besn passed in pursuance of a comprormse “deed signed bY the
' : S
e : :
parties.
+ o

on behalf -of fhe’ Re_spondents,

'y

As agamst this Mr Dlwan,

* _ submltted that the High Court had correct.y held that the decree did.
S \ _ no; provnde for mterests on half yearly rests basis. Mr D.wan submitted
© ! thai, even though the Respondents signed the compromxse deed, they
\ were not agfeeable to payment of mtereat from 15t January, 1877 as

(N in the ‘compromise deed the sum of Rs 12,08‘,806.83 was the figure
T .‘ | payable along with interest on gth geptember, 1977. It was submitted

that tie pespendent was also not willing to p2y interest with haif

’ ‘yearlv rests Tt was, cubmitted that the Respondent was also not willing

to pay expenses. It was pointed out that on 127 September, 1977

‘when the comoromise deed was filed in Court time was taken for

- arguments. It was submitted that on 21 September, 1977. the Court

heard arguments. It was submitted that the final Order was dictated

on 22" september, 1977. It was pointed out that the Order dated 22™

- geptember, 1977 read a5 follows:




"Order dictated and - pronounced. Amount
compromjsed at Rs. 12,08,806.83 be decreed in favour of
the applicant and zcainst the Defendant. Compromise be
attached to decree, Installments be paid as mentioned in
the compromise Order issued on the matter of interast
2lso.  Decres be prepared as per Order passed today.

Com;{romise be attached to the Decree" (emphasis
supplied) ‘ :

It was submitted that aﬁer,hearing arguments t‘ﬁe Court whilst
passing the decree _in terms of the compromise .modi.ﬂed' the
compromise deed in three aspects viz (a) the increased rate of inte-rest
was to be payable with effect from 1st January, 1978 instead' of 1st
January, 1977 (b) the Court did not a!low.charglng of interest on half

" yearly rests basis (c) expenses were not perrﬁittéd. It was submitged
that the final decree which had been drawn up contafned the above-‘
mentioned three differen;es. It‘ was also> submltted, rather faintly, that

the Appellants themselves understood that in the final decree interest

" had not been grahtéd on half yearly basis, The application for

exacution of decree was shown to Court. It was submitted that
paragrap"n 7 cleavrly._ indicates. that the Appellants themselves
understood that they had not been granted interest with half yearly

rests. Paragraph 7, which has been relied upon reads as under:

A LTAR YT e T~




"7. Amount with interest due  On the decreatal amount of
upon the decree or other  Rs, 12,08,806/- the rate of

relief granted thereby interest will be @ 5% more
together with particulars  than the prevalent bank rate
or any cross decree ~ and not less than 13-1/2%

from 11,77 t0 2.2.87 =
. Rs."46,59,920.83..Cost
B R of litigation Rs. 12.50/- cost of
L T execution Rs. 10/-."

At this Stage itself it must be mentioned that along with the appiica‘ticn

for éxecution' a étatement éhowing interest due has also ~bean
anr‘exed “The s«.auement clearly indicates that interests has been
calculated on half yearly basis. There is thus nec substance in the

subm:ss:on that paragraph 7 lndlrates tf‘at the Appeﬂanta themsalves

understood that mterest on half yearly ‘basis was not granted under

thedecree T ._ D o

It was submifted that if the Court were to hold that the decree
was’in terms of the cornpromise deed then the dccre"’“ wouid 'r.~

unwr’cam and mcapab!e of being executed as it would be unciear

whether the |uture mterest was to be at the rate of 5% above the

Drevaihng bank rate subject to a minimum of 13 /2% per annum or

whether the future interest was to be at such other rate of interest

ﬂl
v

may be decnded by the Corpurauon for similar advances from time

+
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time. It was submmed th a; it would be unclear and

wial was meant by the words ' 'with h




basis”™. It was submitted that it would be unciear whether the haif
yearly rests on product basis was to be only applied “if the rate of
interest was to be dec-ided by the Cor;;.\oratlon and hot if the rete or“
interests was to be 5% above the prevailirng bank rate subject to a
minimum of 13 1/2 %, It Was submitted that the final &égree w.*.\i'ch
h;d been\passed removed these uncertainties by brqv?ding for simple
interest at the rate of 5% above the prevailing bank rate subject t§ a

minimum of 13 1/2%.

It was submitted th;t the decree being clear the executing Court
could not gc behind t;*ue decree. It was submitted that the executing
Court erred in rejecting the objections_ra'ised by the R sponden_ﬁs. it
was submitted that the Respondents could.have led evidence to show
tﬂhat it was pursuant to the arguments made bafore the decree was

passed that the trial Court made the aforementioned three changes

whilzt passing the dacree.

‘ Reliance was placed on the case of Vasudev Dhanjibhai Modi v.
Rajabhai Abdul Rehman reportad in 1870 (i)‘SCC 670. In this case it
had béen held that the executing Court cannot go_beyond the decrze.
It Eas been held that the executing Court must take the decree

according to its tenor. It was held that the executing Court cannot




~t-;e arbitrators. The decree provideu for interest orily up to the date ¢

i

cr

-

entertain any objection .that the dacrea was incorrect in jayy or in fact,
It was held that the decres, even if erroneouys, is binding hetween ths

parties,

»_._‘Reliance, is aiso placed on tne case of Greater (o chiv
Deve/opmenr A‘ufnonry v. Leelamma Va/*‘on reported in 2052 (2) SCC
573 In this case 3 decree Was passed in terms of the award givan by

r
the decree, Thereafter an apphcatlon under Section 114 C;\vi!__.
°roceuure Code was made for modification of the decree on the
ground that "by an accidental sl iP, omission c:; oversight" futyre

interest fromthe date of the decree to Payment had not been provided
Fv' This 2pplication Was rejected. It was held that there was no
omission or siip, It was held thét th'e- Court had not g?ahtefﬁ an Ny futire
interest. No appeal wés ﬁledvaga.inst this coder. 1 the exatusign
proceedings future interest was also claimed. Tﬁe executing Conrt
refused futyre interest byt the Htgh Court, jn Appeal,'constrwaa! the
decree and held that the decree Was in terms of the award and the
arbltrm.m s had granted interest tiff Payment. The High Court ey thiat
therefere futJre interest was payable and allo °wed execution ey en for

future interest, This Court held that the T€asoning of the Hlgh Courn

would normally have been fauitiess, In other words this Court heig

N
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that when a decree s m terms of award (or some other document like

¥

d compromise deed) the terms of that award/document have to ke
lookea that to see what is provided in the decree, Howev_.e.,r on facts of
that case this Court heid that in the eariier appiication, uhder Seciion
114 Civil Procedure Code, it had already been held that the Court had

refused future interest. This Court held that once future interes't had

-been refused and no appeal had been filed against that Order,

subsequently future interest could not have been granted,

Reliance was also placed on the case of Bhawarlal Bhandari v,
iversal Heavy Machanical Lifting Enterprises reported in 1899 (1)

SCC.558. In this case the judgment debtor challenged tha decree,

when it was before the executing Court, on the ground that the award

award had been filed in Court by the arbitrator 4 years after it was

passed. This Court held that the executing Court could not go bayond

ot

ha

1,

ecree. It was neld that the executing Court had to take the
Gacre2 according to its tenor and that the exacuting Court could not
entertain any objection. that the decree was incorrect in law or on

facts.

bk o i e A O+




. that the executmg Court only got jurisdiction to execute the decr

11

Rellance was next placed on the case of Rameshwar Dass Gupfa

. v, State o'fU p." reported in 1996 (5) scC 728, In t‘ns case it was heid

“that the executlng Court cannot travel beyond the decree. It was held

as, It

was held” that the execu_'ting Court could not granted interest, on the

monay decree, iwheh interest was not granted in the decree.

" Reliance was next piaced on the case of C.V. Rajendran v. N. M.

Muhammed Kunhi reported in 200‘ (7) SCC 447 wherein it has been

held that principles of res 3ud|cata applied even to different stages of

has been

[

the same proceeding. It has been held that if-an issu
cle"c‘. ed at an earlier stage it cannot be allowed to be re-agitated at a

subsequent stage.

- gased on the above authontles Mr Dzvar\ sybmitted that the

decree being clear the executmg Court could not go beyond the decree

on the basis that there was a mistake in the decree. He submitted that

the.decree had been passed after hearing arguments on beﬂai‘ of bOtLl

the parties on w‘1at the f'na! decree should be as per the compromise

deed. He submitted *hat even ‘on prlrctples of res ]udlcata the

_ Appellants are precluded from now / contending that they were entitied

to Interest on half yearly basis.

P




compromise. of course t

. was not passing the decree in term

_ subsequent portion is M

e
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Finally Mr Divan made a With Pre)udue O‘fer He stated that the

Respondents are willing to pay to the Apppilants a sum o’r Rs /5 lakho

in fuil and final ‘settiement of all the clalms of the Appel!ants

4 We have considered the rival submissions. There can be no
dispute to the propesition that the executing Court cannot go bnyond
the decree There can be no’ dispute that the executmg Court must
taKe tne decree accordmg to its tenor. Also as has been set out in the ;
Greater Cochm Development Authorltys case (Supra) whe-x a decree is
in terms of an award/document then t"le terms of that document have

to be locked at. In this case the decree is m terms of the compromr.—.e

deed. The decree does not provide that the compromise deed or any of

its terms have peen varied. To be rﬂmembered that the decree is

paséed under Order 23 Rule 3 Civil Procedure Code. Under this

provision normally the Court passes the decree in terms of the

he Court <an make a change However if the

Court was making 2 change |t would ha\le had to record why it was

making. the change and what change it was makmg It couId not then

provide that the decree was in terms of the compro*mse If the Court

5 of the compromise then this

e could not haVe been there, The

‘

ure- as 10 which of the

opening por‘ton of - the decre

ere classificatory in nat

e exercxsed This does not govern or detract from the

‘options wzis tob




have Not been
is only clarifying how Interest was teo
calculéted s portiop thus does not detract from the fact that
‘ decfeé Is in terms of the comprom'ise €ed, Merely bec*use SOme
other inor changes, Which 3Ppear tq be madvertent changes, have
_ E Crept in do not also detract from the fact that the decree is.i terms of
the ¢ Mpromise deeq, We also o not fing any uncmtainty in th
decree

............... S L-‘J
(5. n. VARIA"A‘

v Delhi,

ust 26, 2003




Matter No.

Bnef Cqu

J

XEJ

‘ &
A
| W
|
|
, 5
d

T v

S" R\ILL 7“0
Nes. of tolo()
Ceats 1\,cludm

. ( ortification

oy of rzaz et

Dato. o( dc Wu
pate of which tho ¢cfY v
pate of dellve\y w0 \he g
Q /\//4/ \\
ecnon/(é'Mi\o /\ (7\
 Supreme Court of indis
/ (\T




