IN THE HIGH COURT FOR TH
E STATE OF
AT HYDERABAD TELANGANA

THURSDAY, THE THIRTIE
it TH DAY OF J

PRESENT

THE HONOURAEBLE SRI JUSTICE M.5 RAMACHANDRA RAD

D
THE HONOURABLE SRIJUSTICE T.AMARNATH GOUD

LA Nos 3 of 2020
INFAND

CMA NOs: 188 and 189 of 2020
LA. No 3 of 2020

Betweaan:

Smt.K.Roja Rani, Wia. Dr Panduy Ranga Prazad. A

283/81 A/E Road No. 12, MLA Colony, Banjara Hiuged Auoul 34 years Rio. H.No.g-2.

5, Hyderabad{Chairmany,

PETITIONER/R \
AND ESPONDENT NO.3

1 E:&gﬂfh&ﬂ Ng?ﬁff Sio. G, Peter, Aged about 67 years, Oec. Retired Gowt
Bradegh. T 3A, Samathanagar, Muzveedy Krishna Dislrict, Andhra

. ..RESPONDENT/APPEL

2, M_.-s.m.a. H.Hc-uairjg and Rescrts Private Limited. Rep. by its ?uh':'nﬂ‘]g‘isf TR
Dllret;t-:}r.."ﬁr.r'ﬂ.s.m Sudhakar, B/0. Koteswars Raao., aged about 49 vears.

_ Rio.H.Ne.8-603/23/1, 6A, Plot.No. 16, Road.No. 10, Banjara Hills, Hyderabad-34

4. Mr M.Sai Sudhakar, S'o. Koteswara Rao, aged about 49 years, Rio.H.No 8-
S03/23/1, BA, Plet.No.16, Road No.10. Banjara Hills, Hydarahad-34

4. Ms. K.Kavya, Dio. Dr. K.Pandu Ranga Prasag, Aged about 20 YEAars,.
Hlasp:undent.ﬂ and 4 are Direciros of Respondent - 1 Company, and botr arn
Rfo. H.No.Fiat No.81 AJ/E V.Co - op, Housing Society, MLA Colony, Banjara Hills,
Hyderabad. 2

..RESPONDENTS/RESPONDENTS

Patition under Section 151 CPC praying that in the circumstances stated in
the aflidavit filed in support of the petition, the High Court may be pleased to vacata
the order dated 03-06-2020 made in |A No. 2 of 2020 in CMA No, 188 of 2020
1A NG: 2 OF 2020

Fetition under Order 39 Rule 1 and 2 of Civgil Procedure Code praying that in
thia circumstances stated in the affidavit filed in support of the petition, the High

i

Court may be pleased o pass an ad - interim order restraining the respondents 17 10
4 ! defendants 1 to 4 herein and anyone clammg through or under them including
their agents, servants from in anyway alienating or encumbering the swit schedule
property in any manner, pending disposal of the appeal.

CMA NO 188 of 2020

Appeal under Order 43 Rule 1 of C.P.C, against the order dated 16/3/2020 in
1A.No.256 of 2019 in 0S5.Mo.39 of 2018, an the file court of the |l Additional District

and Sessions Judge at Mahaboobnagar




Between:

Garkipati Buill Nayana, Sin, G. Peter, Aged about 87 years, Oco. Relired Gowt.
Servant, H.No, 3-103/4, Samathanagar, Muzveadu, Krshna District, Andhra
Fradesh.
LAPPELLANT/IPETITIONER/PLAINTIFF
AND

1. MaMS R Housing and Resorls Private Limited, Bep. by ils Managing
Director Mr. M. Sai Sudhakar, 5/o. Koteswara Rao, aged about 48 years.

Ffo.H. WNo 8-605/2.31, 6A, Plot.MNo. 16, Road. No_ 10, Banjara Hills, Hyderabad-34

2. Mr.M.Sai Sudhakar, S/o. Koteswara Rao, aged about 49 vears, Rio H No B-
803723/, 64, Plot. No.18, Road.No. 10, Banjara Hills, Hyderabad-34

3. Bmt.K.Roja Rani, Wio. Dr.Pandu Ranga Prasad, Aged about 51 years,

4. Ms K. Kavya, Dio. Dr. K.Pandu Ranga Prasad, Aged about 30 vears,,
Respondent.3 and 4 are Directros of Respondant - 1 Comzany, and both are
Rio, H.No Flat.No.B1,AE V.Co - op, Housing Society, MLA Caolony, Banjara Hills,
Hyderabad

..RESPONDENTS/RESPONDENT/DEFENDANTS

LA. No 3 of 2020 in Jand CMA No. 183 of 2020

Belwsan:

Smt.K.Roja Rani, Wi, Dr.Pandu Ranga Prasad, Aged about 54 vears Rio. H.No. 5-2-
283/81 A'E Read No, 12, MLA Colony, Banjara Hills, Hyderabad{Chairman).
PETITIONER/RESPONDENT NO.3
AND

1 Garikipati Sony Die Garikapati Bulli Mayana. Aged about 32 years. Occ. Self
Emgloyed, Rio HMo. 3-103/A, Samathanagar, Muzveedu. Krishna Distrct.

Andhra Pradesh,
.. RESPONDENT/APPELLANT/PETITIONER
2. Miz.M.5 R Housing and Resorts Private Limited, Rep. by its Managing
Diractor, Mr.M.Sal Sudhakar, 8o, Koteswara Rao, aged about 49 yvears,
Rio.H.MNo. 8-603/23/1, 6A, Plot.No.16, Road.No. 10, Banjara Hills, Hyderabad-34
3. Mr.M.Sal Sudhakar, S/o. Koteswara Rao, aged zbout 48 years, R/o. H.MNo.B-
203231, BA, Plot. Mo 16, Road.Na. 10, Banjara Hills, Hyderabad-34
4, Ms K. Kavya, Dio. Dr. K.Pandu Ranga Prasad, Aged sbout 30 years,.
Respondent.2 and 4 are Directros of Respondent - 1 Company, and both are
R/o. H.No.Flat. No 81, A/E V.Co - op, Housing Society, MLA Colony, Banjara Hills,

Hyderabad.
..RESPONDENTS/RESPONDENTS

Patition under Section 151 CPC praying that in the circumstances staled n
the affidavit filed in support of the petition, the High Court may be pleasad to vacate
the order dated 03-08-2020 made in 1& No. 2 of 2020 in ChA No. 188 of 2020
1A NO: 2 OF 2020

Petition under Order 39 Rule 1 and 2 of Civil Procedure Code praying
that in the circumstances stated in the affidavit filed in support of the pstition, the
High Court may bhe pleased to pass an ad - interim order restraining the
respondents 110 4 / defendants 1 to 4 herein and anycne claiming through or under
them including their agents, servants from in anyway afienating or ancumbering the

suit schadule property in any manner, pending cisposal of the appeal.

CMA NO: 188 of 2020

Appeal Under Order 43 Rule 1 of C.P.C. against the order dated 18/3/2020 in
|A.No.255 of 2019 in OS.No.38 of 2018, on the file court of the Court of the I

Additional District and Sessions Judge at Mahaboobnagar



Between:

Garikipati Sony, Dic. Garikipati Bulli Mavana, Aged aboul 33 years, O, Ssll-employead.
Rfo. H.Mo. 3-103/A, Samathanagar, Nuzveedu, Krishna Disatrict, Andhra Pradesh.
GAPPELLAMTRETITIONERIPLAINTIFF
AND

1. M's.M.5.R.Housing and Resorts Private Limited and 2 Others, Rep. by its
NManaging Director, Mr.M.Sal Sudhakar, 3'o. Koteswara Rag, Aged about 4%
years, Rio.H.No.8-803/23/1, 8A, Plot.No.18. Road.Ne.10, Banjara Hilis,
Hyderabad-34

Z. Mr.M.Sai Sudhakar, Sio. Koteswara Rao, Aged about 49 years, Rio H. Mo 8-
603231, 64, Plot.No 16, Road_No.10, Banjara Hills, Hyderabad-34

3. Smt.K.Roja Rani, W/o. Dr.Pandu Ranga Prasad, Aged aboul 51 years,
Directros of Respondent-1 Company, and bath are Rio, H.No FlatNo. 81 AE
VW .Co-op, Housing Society, MLA Colony, Banjara Hills, Hyderabad

4. Ms. K.Kawvya, Do, Or. K.Pandu Ranga Frasad, Aged about 30 yoars, Diroctros
of Respondent-1 Company, and both are Rio. H.Mo Flat.No 81 AE V. .Co-op,
Housing Society, MLA Colony, Banjara Hills, Hyderabad,

..RESPONDENTS/RESFOMNDENTS/DEFENDENTS

Counsel for the Appellant and For Respondent No.1 IN |A.Na.3 of 2020 in both
cases: 3ri V Hari Haran

Counsel for the Respondent Nos 1 and 4 and Counsel for Respondent Nos, 2 and
4 in lA.No. 3 of 2020 in both cases: Sri M\V.S. Sridhar

Counsel for the Respondent Mo, 2: and Respondent No. 3 In lA.No.3 of 2020 in
both cases: Sri A. Narasimha Rao

Counsel for the Respondent No. 3: and Petitioner in [A.No. 3 of 2020 in both
cases: Sri P. Venugopal Senior Counsel for Smt. Rachana 5. Waddepalli.

The Court made the following: COMMON JUDGMENT



HONOURABLE SR1 JUSTICE M.S.RAMACHANDRA RAQ
AND
HONOURABLE SRIJUSTICE T.AMARNATH GOUD

IANOS.3 OF 2020 INJAND
CIVIL MISCELLANEQUS APPEAL NOS.188 AND 189 OF 2020

COMMON JUDGMENT:

i Fer Bt Tusriee M8 Barncbonedva Kon)

Ieard 5ri V. .Hanharan, learned counsel for the appellans, Sn
MV 5. 5ndhar, learned counsel for respondents 1 oand 4, Sni
A Marasimha Rao, learned counsel for the 2™ respondent and S
P.Venugopal, learned Senior Counsel appearing lor Mrs. Rachana 8,

Waddepalli, learned counsel! for the 3™ respondent.

2 The issues raised in both the appeals are interconnected, the
respondents are one and the same and the appellant in C.M.A No. 188 of
2020 is the father of the appellant in C.MA N0 189 of 2020, Also the
evidence adduced m the trial court is almost identical, Therefore these

CW Az gre being disposed off by this common order.

The hackeround Tacts

A, The 1 respondent is a Private Limited Company. Respondents 2
e t \ - - 1l
o 4 are its Directors, The 4 respondent i1s the daughter of the 3

respondent and respondents 2 to 4 are related w cach other.
4. The 1 respondent Company is engaged in real estate business.

5. I'he appellants filed the said suils on 1052018 before the Civil
vacation Judge, Mahboobnagar during the summer vacation of Maw
2018 for specilic performance ol agreements tor sale dt.21.11.20016 and

alternatively  for damages of Rs3000000~ and Rs 80,00 000;-



respectively. They were later transferred to the Court of the T Addl.
Disirict and Sessions Judege, Mabboobnagar and numbered as (1.5 No.38

ol 2018 and 0.8 Ne.39 of 20148,

6.  Thus the appellants are plainaffs in O.5.No338 of 2008 and
Q.8 MNa39 of 2018 on the file of the [T Additonal District and Sessions

Judge, Malbocobnagar.

The case of the appellants/plaintills in the suits

i In the suits, the appeliants contended that the two agreements
de. 20112016 { both marked as Ex.P1 o [ANa.255 of 2019 in .5 No.
38 of 2015 and also in LANo.256 of 2019 in 0.5.No.39 of 2018), one in
favour of the appellant in C.M.A No. 188 of 2020 and the other in favour
of the appellant in CM. A No. 189 of 2020, were executed for sale of a
purnber of plots mentioned 10 the respective schedules to the plaints in
siddapur Village, Kothur Mandal of Ranga Reddy Distroict (previously
Mahboobnagar Dhstrict]; the vendee in these agreements of sale was the
1" respondent Company represented by its Managing Director, the 27
respandent; that prior to entering into the sale agreements, respondents |
and 2 informed the appellants that the plots, which were subject matter
af the said agreements, were having approved layout issued by the
competent authority; that the consideration for the purchase of plots in
favour of the appellant in C.M AN 88 of 2020 was Rs. 80,3 1,600/, of
which Rs.20,00,000- was paid w0 the 1% respondent through the 2™
respondent on 211120016 at Hwvderabad towards earnest money and
advance out of the total agreed sale consideration; that the 1otal agreed

sale consideration for the plots which were subject matter of the



W

agreement o favour of the appellant in C.M.ANo. 189 of 2020 1y
Rs.33,87.200¢- and the appellant therein bad paid Rs. 10000000/ to the
[* respondent through the 2™ respandent on 21.11.2016 at Hyderabad
owards earnest money and advance our of the total agreed sale
consideration; that the balance of sale consideration under the said
agreements was 1o be paid by the respective appellants o the [
respondent by March, 2018 and sale deeds were 1o be got exceuted and

registered i their favour orin favour of their nominecs,

K. They alleged that though they offered to pay the balance sale
consideration, the 17 respondent through the 2™ respondent informed
that certain development work was in progress and as soon as the same
is completed, the agreements would be honoured: and that in Janoary,
2018, the 2™ respondent informed the appeliants that he was having
certain disputes with respondents 3 and 4 and he had resigned from the
1™ respondent Compuny, but assured that he would pursue the matter
with respondents 3 and 4 and see that the suit agrecments of sale were

honouted.

9.  The appellants contended that they are nol concermned with the
issues among respondients 2 to 4 and they were ready and willing to pay
the halance sale consideration and perform their part of the contract; thas
they were not aware whether the information given by the 2™ respondent
that le lell the 1% respondent Company and resigned his directorshin was
truc or not as the 2™ respondent had not given any public notice about
his resignation; that the agrecments of sale were entered into by them

. i . . vil
with the 1™ respondent Company through the Managing Director, the 2



respondent, und hence, the same are also binding on respondents 3 and 4

ar any other Directors in the 17 respondent Company.

10, They allezed that respondents 3 and 4 were not coming lorward 1o
houot the suit agreements of sale though they were aware that the |®
respondent validly  entered  imte  the agreements through the 2%
respondent; that legal notices Ex P2 were ssued by the appellants on
d1.02.03.2002 10 the respondents through RPATY; that respondents 2 to 4
have coliuded with each other and were blaming cach other and they
were itentionally wying o avoud the suit agreements and were planning
o alienate the suit propery to others, They alleged that the respondents

evaded 1o receive the sul nolices.

LANISG of 2009 in L8 No39 of 2018 and LANo235 of 2019 in O.5.N0.38 of
(18

b

11.  Along with the respective suits on 10.3.2018, the appellants filed
LA under Or 39 B.1 and 2 CPC seeking relicl of lemporary injunction
restraining the respondents from alienating the respective suit schedule

propertics.

12, Ex parie ad interim injunchions were granted in lavour of the
appellants in the respective applications on 24.3.2018 by the Civil

Vacation Judge at Nizamabad duning the summer vacation of 2018,

13.  On transier 1o the courl of 11 Addl District and Sessions Tudgze,
Mahboobnagar, the above LAs were numbered as LA N0 256 of 2019 in

(15N 39 or 2008 and 1A N0.255 of 2019 in 0.5 No. 35 of 20 &,



14, After receipt of notices in the 1LAs. the respondents filed counter

athidavits,

Stand of the 1" respondent in the LAs,

15, The 1" respondent contended that the agreements of sale set up
by the appellants were false, illegal and created at the instance of the 2™
respondent and that the 2™ respondent was the person behind the
litigation and the appellants were only name lenders for the litigation
penerated by the 2™ respondent. The 17 respondent stated that the 2™
respondent resigned from the respondent Company on 04,03 2017 by
submitting resignation letter and the same was accepled by the Company

by passing a resolution on 11.05.2018.

16.  The 17 respondent admitted that prior to the resignation of the 2"
respondent, he was acting as Managing Director of the 7 respondent
Company and that the 3™ respondent was the Chairman of the Compuany

anid the 4" respondent, a Director of the Campany,

17.  The 1" respondent contended that a perusal of Ex.P1 agreements
of sale shows that the stamps were purchased in the name of the 17
respandent  Company by the 2 respondent on 09102014 at
Gannavaram  Mandal, Krishna District, Andhra Pradesh, When
Ciovernment of Telangang has been issuing separale stamp papers why
Lhe stamp paper 1zsued by the Government of Andhra Pradesh is used 1s
to be cxplained by the appellants o convines thal the agreements of sale
are genuine ones, It contended that when the alleged agreements of sale

are dated 21112006, why the old stamp papers di U9 10 2014 are ased.



18. [t s contended that it is not the practice in the 17 respondent
Company that Managmg [Hreclor alone s executing the documents,
Whatever documents were exccuted prior 1o the alleged agreements of
sale were exeeuted by the Chairman, Smt. K.Roja Rani und the 2™
respondent wpether and the same s evidenced by g number of sale deeds
filed, It alse contended that except saving that Rs.200H,000:-

R, 000,000 were pald 1n pursuance of the zlleged azreements of sale,
it is not stated o the plaint whether the same were paid by way ol cash
o cheques or DDs, There is silence 1n the plaint on thar aspect and there
s o receipt issued by the 17 respondent Company dcknowlediging the
payment and theretore all these eircumstances would 2o to show thar the
agreaments of sale are merely set up by the appellants at the instance of

the 2™ respondent.

19, It also comended that the Government of India issued nobitication
of demonetizaton on 08,11.2016 and thereby all 300 and 1000 mupee
notes were cancelled. When the alleged asgreements of sale are du
210112016, the appellants must  estabhish  that they have pad
R 20 00,000/~ ¢ B 100,000/ with new curreney notes ctc., as they
have nor stated that the said pavmenls were made by way of cheques or
DD [t contended thal the bank stalement Gled perlaining 1o the 17
respondent does not reflect any advance payment of Rs.20,00,000/- §

Ra, 10,00,000/- made by the appellants.

. The I respondent slleged that the 2™ respondent, who is the
Managing Dicector of the Company, was misusing his powers and when

he was questioned, he resigned and walked our of the Company and



because he had grouse agwinst the Threctors of the Company, he created
the agreements of sale and set up the appellants to file the false suits, Tt
1% confended that legal nobices were sent to the old addresses of the
respondents and 1o the suits, present addresses ol the respondents were

eiven and this shows the dubious mind of the appellants who were acling

at the instance of the 2™ respondent.

21, The " respondent contended that the appellants had not made out
any prinia facie case 10 obtain any order of temporary njunction in their
favour: that balance of convenience is in fact in favour of the [

respondent because it was a real estate Company and doing business

successtully.

22.  The 1" respondent afleged that only the plots which are shown n
the suit schedule in both the suits are now available and 1f they are

injuncied from alienation, it would sulfer irreparable loss,

23,  The 1" respondent contended that the appellants did not prove the
pavment or produce any receipt of payment and therefore, the

Applications should be dismissed.

respondent

Counler of the 2

24, The 2™ respondent filed counter in both the Applications

supporting the appellants and admutting the appellants’ claims to the
extenl of execution of the agreements of sale Ex Pl and receipt of the
achvance amounts ol Rs 200000004 and Rs 10000005 respectively on

21112006 by him on behalf of the 1 respondent. He also stated that the



10

appellants were ready and willing to pay the balance sale consideration

Lo Lhe 17 respondent,

25, He stated thae he had some 1ssues with respondents 3 ang 4 and so
he resigned from the |7 respondent Company by promising the
appeilants that he would pursue the matter with respondents 3 and 4 and
sce that the suit zgreements of sale were honoured. He stated that
because of the said disputes he was unable o execule registered sale

deeds in favour ol the appellants.

26, He stated that he also filed C.P.No. 469/249/HDB/2018 against the
1 respondent belore the NCLT, Hyderabad Bench for a direction to the
respondents not to alienate the properties of the 17 respondent until

disposal of the cases,

‘The 3" respondent’s counter which was adopted by the 4 respondent

iy ; = | ’ .
27, The allegations in the counter of the 3™ respondent are identical

with that of the counter of the 1 respondent,

28,  Inadditon, it 1s contended that stamp papers which were used for
cxecution of the suit agreements of sale had been purchased m the name
el the 17" respondent Company by the 2™ respondent under the
instructions of the 3™ respondent and kept at the office for emergency
use of the [ respondent Company and that the 2™ respondent, without
intimation and information to the 3™ respondent, had taken away the
papers &nd misused them 1o fabricate the suit agreements ol sale and
VIR complaints had been registered against him with P.S. Banjara Hills

and P.5. Kothur allegedly for theft of the stamp papers.
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29, Tt is contended that as per the Memorandum of Association and
Articles of Association (Clause 35) of the 1% respondent Company, it is
mandatory that a Board resolution should exist with regard ro any sale of
property and that the Chairman and Managing Director together were

always executing documents,

30. It is contended that the appellant in C.M A No 188 of 2020 was a
refiired Teacher and his daughter, who 15 the appellant in C.M A NG 189
of 2020, worked as Clerk with the 1™ respondent Company on a paltry
salary of Rs 10,0004 per month, and 1 1s dilTicull o believe that the
appellants could have paid such large amounts as Rs. 2000000/~ and

R, 100D - respactively.

31. Before the Court below, the appellants marked Lxs.P1 o P while
the respondents marked ExsRl to R30 in [LANo256 of 2019 in
(.5 N0 39 of 2018 and Exs Rl o R33 in LAN0.2Z533 of 2019 in

OL5.N038 of 2018,

Orders passed by the Court below in the LA,

32,  Iniually the court below granted exparte ad interim injunctions in
favor of the appellants on 2452018 restraiming the respondents {rom
alienating the suit schedule properties and these interiin orders continued

till the disposal ol the LAs on 1632020,

33, By separate orders passed on 16032020, the Cowrt below
dismussed both the LAs., and vacated the mlerim njunctions granted

earlier by it



34, The Court helow, after looking at Ex Pl apreements of sale
dt.21 112016 in respect of both the appellants noted that the agreements
were entered into by the 1 respondent Company represented by the 2™
respondent as its Managing Director and observed that prima facie the
contention of the appellants is proved that there were agreements of sale
execuled by the 1% respondent Company in Gavour of the appellants, It
referred to the legal notice Ex.P2 Ju02.03.2018 issued by the
resporidents and Lx.P3 postal receipts and observed that these
documents  support prima  facie the requirements in a tlemporary
imunction petition. [t even cbserved that these were points Lilung m

lavour ol the appellants.

35. Having stated so, it then cousidered the delence sel up hy
respondents |, 2 and 4 and stated that the 2™ respondent had already
authorized the 3™ respondent vide Lx R-9 resolution dt.14.7.2016 w
execule sale deeds and agreements of sale on behalf of the |
respondent. 1t observed that in view of Lx.R9, a doubl arises as o
whether the 2V respondent could have executed the respective
agreements of sale on 21,1 1,2016 1n favour of the appellants; that the i
respondent would have to answer the said point in his counter how he
signed Ex Pl when he had already authorized the 3™ respondent to sign

szle deeds and agreements on behalf of the ¥ respondent. and therefore

the balance of convenience tilts in favour of respondents 1. 3 and 4.

3o. It also observed that if the appellants had allegedly entered into
the agreements of sale with the 2™ respondent in November, 20186, there

was no necessity [or them Lo use stamp papers purchased in the vear
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2014 in the State of Andhra Pradesh for drafting the said apreements

2016 and there 1s no explanation from the appellants in that regard.

F7. Tt also noted that the respective agreements ol sale were signed by
the 2 respondent who was Managing Director, bul the stamp alTixed by
nim on EX.Pl agreements stated that he was both Chairman and
‘anaping Direclor, 1L noticed that there was no counter signature by the

3" respondent who was said to be the Chainman of the 17 respendent.

38. N also observed that there is no prima jocie evidence placed
before the Courr either by the appellants or by the i respondent about
deposit of Rs.20,00,000/- or Rs, 10,00,000/- which the 2™ respondenr had

taken on behalf of the |™ respondent and that he credited the same in the

¥ respondent Company’s account.

39. It referred to the police complainty Exx.R21 to R23 liled hy
respondents 1, 3 and 4 against the 2™ respondent and ohserved that
whether or not the said charges were proved in a criminal case, they

prima facte indicale aboul a conspiracy and theft of stamp papers.

40, It also observed that the appellants should have fled prima facie
some material to show that the 27 respondent had all the powers to
execute the respective agreements of sale in Lavour of the appellants and

ul

that theyv cught to have questioned the 2 respondemt for signing Fx. Pl
N . - -l - il B
independently without the signature of the 37 respondent because the

rubber stamp wsed mentoned both Chatrman and Managing [irecior,

41. It ohserved that other sale deeds Exs B24 o R26 and Rl to RA

executed on behalf of the | ™ respondent contained the signatures of hoth
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respondents 3 and 2 and the appellants did pot file any documents 1w
shaw that only the 2™ respondent was autharized to execute agreements

of sale on behalt of the 17 respondent.

42, Tt then went an to hold that no prejudice would be caused o the
appellants if the LAs, were dismissed since thev can always keep adding
the subsequent purchasers during the trial. It therefore dismissed both the

.As. and vacated the ex parte injunctions granted carlier hy it
43, Assailing the same, these Appeals are filed,

Events which occurred after decision  dt16.3.2020 of the court _bhelow in

1A MN0.255 and 256 of 20108 in the suits and before filing of these CMAs in this

Court in May 2020

44. It s important to note that these Appeals were filed by the
appellants on 18,3, 2020 within limitation, . but before the appeals could
be filed and after LAN0.256 of 2019 in 0.5 No39 of 2018 and
LA NGZSS of 20019 0 O5No38 of 2008 were dismussed on
16.03.2020, the 1™ respondent represented by respondents 3 and 4
executed registered documents of sale bearing (i) Document No, 3398 of
2020 dt. 16042020 in favour of M. A K. Estates and Construction
Private Tamited represented by another daughter of the 3 respondent by
naing Ms Kilaru Alekoa, (i) Document o 339% of 2020 di, [6.04.2020
in favour of the husband of the 3™ respondent by name Dr.Kilaru
Manduranga Prasad, (1) Document No 3396 of 2020 1 favour of Mrs
AL Lstates and Construction  Private Limited  represented by
Ms.Alekya. the daughter of the 3 respondent and (iv) Document

No A3RT of 2020 m favour of Dr.Kilaru Panduranga Prasad.
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45, Prima facie this action of respondents 1. 2 and 4 in making
alienation ol the plols covered by the two aereemenss of sale
dL21.11.2006 in lavour of the appellants, which arc subject matter of
bath the sults 0.5 50533 of 2018 and 3% of 2018, appears 1o have been
done to somehow render the C.M.As, infructuous and [frustrate the
appeals Nled by the appellants. We do oot Tind this conduct to he hosa

ficle,

46. lherefore, we deem it appropriate o swe moty  unplead
ta) Dr. Kilamn Panduranga Prasad, S/0 Satvanarayana Bao, aged 61
years, Occupation: Doctor, resident ol House No 2-2-293/81A/E, Road
Mo 12, Bamura  Hills,  EKhairalabad,  Hyderabad-500034  and
(b) M/s. AK. Lstates Construction Private Limited. House Ne.8-2-
293/81AE, Road No.12, MLA Colony, Banjara Hills, Hyderabad-
SO0034 represented by is Director Kilare Alekva as respondents in bath
the C.0M.As. o exercise of our inherent powers under Order [ Rule 10

CPC read with Section 131 CPC,

47,  We also hereby implead Dr. K Pandurzngy Prasad and Ms. ALK
Esrates and Construction Privale Limited etc., in both the LA No. 235 of
2019 1 O.SNo.28 of 2018 and LA N 236 of 2019 m ()25 No 39 of
2018 as respondents 5 and 6 and also in both the swits O.5. 8038 of 2018
and O.5.No.39 of 2015 as defendants 5 and 6 since according to us, they

are necessary and proper partics.

Events alter [iling of the ChAs by the appellants

48.  Initially, after hearing the counsel for the appellants in LA Nos.2

of 2020 in C.M.ANos IR of 2020 and 189 of 2020, ad mlenm
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injunclions were granted restraining the respondents from alicnating or
encumbering suit schedule properties in any manner pending disposal of
these Appeals. LA Nos3 of 2020 have heen filed by the 3 respondent

to vacare these orders.

Contentions of Counsel for the Appellanis

49,  Sri V. Hariharan, learmed counsel for the appellants 1o both the
Appeals contended that the orders passed by the Court below arc
contrary o law, weight of evidence and unsustainable. He pointed out
that when the trial Court accepted Ex.Pl agreements of sale
di.2ZL L2006 m favour of both the appellants and observed in para 13
that they support the prima facie requirements 1n 4 leMpoaEry imjunction

petition, it ought to have protected the appellants’ interest pending suits,

50, He contended that the delence, il any, raised by respondents |, 3
and 4 would only be a triable tssue and the appellants cannot be denied
protection from  alienation of the suit schedule properties pending

disposal ol the suits.

51, Haalso stated that the Cowmt helow misconstrued Ex B9 reselution
dt. 14072016 and that notwithstanding the same, the 2™ respondent did
retain the power as a Managing Director 1o enter 1nlo Ex.P1 agreements
of sale with the appellants on hehalf of the 1™ respondent Company. He
contended that even if there is any infer se dispute among respondents 2
1 4, 1t cannot be allowed the aflect of rights of the appellants because
the appeliants cannot be presumed to know about any change in the
authority of the 2™ respondent when they had enmtered into the

agreements ol sale Ex.P1 with the 1* respondent Company,
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52.  He also conended that there is no bar in law for usage of stamp
papers of 2012 tor execution of Ex.P1 agreements of sale in 2016 and
even 1l the stamp papers used for Ex. Pl agresments of sale had been
iwsued in the erstwhile composite State of Andhra Pradesh, the

agreements of sale do not become Invalid in law.

53.  He contended that the respective Ex Pl agrcements of sale
themselves contain g tecital about receipl of consideration by the |
respondent through the 2™ respondent and the Court below was not dght
in ingisting on independent evidence in support of the said plea at the
stage of considering the erim injunction Applicavons filed by the

appellants.

54,  He alse contended that the criminal complaint Oled by the 3"

respondent against the 2™ respondent by atsell will not disprove Lhe
cleim ol the appellants and the same should not have been talian inta

account by the Courl below 1o deny relief 1o the appellants.

55, According to him, the 2™ respondent alone on hehalf of the [
respondent Company had execated several documenrs and the fact thar
serne other documents were exceuted by both respondents 2 and 3,

wonld nol be material.

56. According w him, the suit plots were only plots lefl out 1o the
venture of the 17 respondent Company and the Coort below should have
laken the same into account while passing the impugred orders and its
view that it sales are effected pending suits, the appellants can keep

adding the purchasers pendente lite Is perverse,
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57. He also conlended thar the anxiety of respondents 1, 32 und 4 in
executing the sale deeds on 16.04 2020 and 08.05.2020 1n favour of the

husband of the 3™ respondent Dr. K.Panduranga Prasad and he

I

Company represented by Alekva, the daughter of the 37 respondgent,
shoows that the appellants wanted to do fail sccompl and render the very

Appeals infructucus with a mals fde intention and this ¢annot be

countenanced,

Contentions of Counsel for 2 vrespondent

38, 501 A.Marasimba Rao, leamed counsel lor the 2™ respondent
contended that his ¢lient did not collude with other respondents as is
being alleged by the appellants and it 1% only the other respondents, and
in purticulur the 1% respondent, who have contractual relations with the

appellants, who should answer the claim ol the sppellants,

39, He stated that the agreements of sale Ex. Tl had been entered inio
by his client on behall of the 1" respondent with the respeetive
appellants” properly and in a bona fide manner and 1o the knowledge of
the olher respondents, and the etfort of respondents 1, 3 and 4 o assasl
the powers of the 2™ respondent to enter into such agreements, is

wrjustalicd and mala fide.

6. According to him, respondents 1, 3 and 4 zre secking to wriggle
gut. of the contract with the appellants for obligue reasons as they all

belong ta the same family,

61. He stared that as Managing Director, his client had rightly

executed Lx Pl agreements of sale in favour of the appellants, that he
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received advance, adjusted ¢ sccounted it with the 3™ respondent by
depositing the sum of Rs, 20.00,000/- in the account of the 3 respondent
with DCIE bank as per her advice and respondents 1 and 3 who are i

possession of the records had deliberately suppressed it

62. He stated that the very Ex.R9 di.14.07.2016 which has been
relied upon by respondents 1, 3 and 4 would indicate that his clienl had
the autherity to execute documents or assign rights in favour of any

PalrTy,

63.  According to him. in the Court below the 2 respondent did file
vide SRB Ne.325 on 14022019 cerain documents showing that as

authorized signatory of the 17 respondent Company he exceoted them
and registered them withoul the signaure of the 3 respondent

Chaimman, but the Court below did not mark the same on the ground that

thev were photocopies.

: “l . - T -,
64, He admitted that the 2™ respondent had resigned from the |
respondent Company on 04405.2017 hecawse of differences of opmion
with the 3™ respondent and others who are majerity shareholders and

stated that the same was aceepted belatedly.

65. He stated thal the 2" respondent cooperated with the 3"
respondent in executing documents as also registening some documents
including sale deed Document No.3627 of 2017 dr.08.08 2017 favouring
Smi. Thummala Kavitha in an extent of 309 square vards comprising
19 plots in the same venture, for which Rs. 20036500/ was received by

the 1" respondent.
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66. He alse  astated  that  the 2™ respondent  filed
C P Nod6% 241/ HDV/2018  belore  NCLT, Hyderabad  apgainst

respondents |, 3 and 4 and that it was pending consideration.

Contentions of Counsel for 37 respondent

07. 5o P Veoupopul, leamed Senior Advocate appearing for Smi.
Rachana, learned counsel for the 3™ respondent, contended that though
there were ex parte ad interim injunctions granted 10 LA N0.255 of 2019
in O.5.No.38 of 2018 and [LANo.236 of 2019 1n O.5.No.39 of 2018 on
24,05 2018 in favour of the appellants, the same were rightly vacated by
the Court below 1o the impugned orders. He supporied the reasoning of

the Court helow,

68. According o hin, the Govemment of India has introduced
demonctization on 08112016 thirteen (13) days prior to execution of
the agreements ol sale; and the plea of the appellants that they paid
portions of sale consideration amounting to Rs, 20,00, 000~ and
Rs 10,00,000¢/- respectively in cash to the 1* respundent through the 2™

respondent, cannot be accepted,

69.  According to him, the 2™ respondent had signed the Board

n:

Resolution on 14.07.2016 (Ex.R9) authorizing the 37 respondent to
excoute sale deeds and agreements on behalf of the 17 respondent and

therefore, he could not have entered into any agreement of sale with the

appellants,

. A . " et .
70.  He stated that it was the 2™ respondent who was the brain hehind

botl the appeliants and the suits filed by them and the 2™ respondent had
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in fact resigned from the Company on 04.03.2017 itselt and the same

had been communicated to the Registrar of Companies,

71.  According to him, since the property In question is close to
Hyvderabad and 1s urbanisable even if the appellants are shown to have
given any amounl 45 part consideration 1o the 1% respondent, they can
only seek refund of the same and cannot seek specific performance

which 15 a discretionary relief,

: o T : et -l
72. lle placed reliance on the ¢riminal complaine initiated by the 2
respondent azainst the 3™ respondent and he alleped that he commitied
thell of stamp papers from the office of the | respandent and utilized

the same in collusion with the appellants.

73.  He denied that any sale deed was exceuted by the 15 respondent
with the 2™ respondent as the sole signarory and even in Fx.Pl
agreements of sale, the seal used described the 2 respondent as
Chairman and Managing Director of the 1% respondent though he was

only the Managing Director and not the Chairman,

74.  According to him, the 1™ respondent never intended to alicnate the
property and 1t also did nol recetve any consideration alleged 1o have
sen paid by the appellants through the 2™ respondent and theretore the
b paid by the appellants through the 2™ respondent theret

agreements of sale being without consideration are void,

75.  He also contended that in the notices issued by Lthe appellants prior
to tiling of their respective suits, the carrect addresses of the respondents

were nol mentioned and old addresses of the respondents were



mentioned and the said notices were ool served, and this indicales the

mialn fide mlention of the appellants.

Th, According to him, as per Articles ol Associalion of the 17
respondent Company, the Managing Director has to work under the

Board of Dircctors of the Company and had no special powers granted 1o

him 1o enter into any agreements with the appellants,

77, Ne also contended that the appellant In CAMLANo, 188 of 2020
was a retired l'eacher and the appellant in C.MA N0 189 of 2020 had
workad as o Clerk with the ¥ respondent on a meagre salary of
B LLOGIK- and  they did not have capacity to pay the sums of

R 20000000/ and Rs, [H0LO00- respactively,

T8, A Meme was also filed on behall of the 3" respondent on
1607 2020 after the C.M.As, were reserved for orders stating that the 17
respondent Company was in dire financal erisis almost on the verge of
hankraprey and the sale deeds referred fo swpre had been executed m
favour of the hushand of the 3™ respondent and MAs. ALK Uslatles and
Construction Private Timited represented by Alekya, the daughter of the

aH respondent, for valuable consideration.

79, He adimited thal the 3" respondent had alicnated the suit schedule
property to third partics bur the 3™ respondent did not give the dates of

altenatiens ot the parties o whom such alienations were made.

a8, This Court had to dircet him to produce the four sale deeds

di 16042000, 16.04 2020, 08.05.2020 and 08.05.2020 being Document



Naos 3398, 3399, 35396 and 3597 of 2020 and they were only filed in the

Court pursuant to the oral directions given by this Courl.

Cantentions of Counsel for 17 and 4" respondent

&1, Sn M.V.S.5ndhar, learned counsel, appeared for the 17

respondent and adopted the contentions of the 3™ respondent,

B1. In the light of the above rival contenrions of the parties, we shall
now consider whether the orders dr, 16.03.2020 passed in LA Ne.235 of
2019 in (,8.No.38 of 2018 and LANG.236 of 2019 in O.S.N0.2D of
2018 by the 11 Additional District and Sessions Judge, Mahboohnagar

are llable o be sustamed or not,

The consideration by the Conre:

83,  The appellants had Nled the suwis Q.8 50338 of 2018 and 39 of
201% agamnst the respondents | to 4 herein for specific performance of
Fx. 1 agreements of sale dt.21.11.2016. 1L 15 their case that they paid
R 2000000~  and  Rs 10,00,000/-  respectively towards  part

consideration to the 17 respondent Company through the 2™ respondent.

84. The 2™ respondent was admittedly the Managing Thircctor of the
1™ respondent Company as on 211120016 and he 15 alleged hy
respondents 1,3 and £ 1o have resigned only on Q42052007 lle has
admitted 0 the counter allidavits Oled by bm o the Courd below and
atso in this Cowt that be received the amounts of Rs.20,00,000/- and
Bs 1000000~ respectively on beball of the 17 respondent Company
from the appellants on 21.11.2016 and that he had executed the mwo

agreements of sale Ex P1 dt.21.11.2016 in favour of the appellants.



85. But respondents 1. 2 and 4 contend that Ex.R9 Board Resolution
was signed by the 2™ respondent an 14.07.2016 authorising the 3"
respondent who was the Chairman of the 1% respondent Company to sign
the sale deeds / AGPA documents on behalf of the 1™ respondent in
faveur of proposed purchasers of the plots, and so the 2™ respondent
could not have executed LEx Pl agreements of sale in favour of the

appeliants.

86. Though the respandents I, 3 and 4 contended that the appellant in
C.MANG LB of 2020 had worked as a clerk in the 17 respondent and
wis aware of this fact, no material has been liled 1n the Court below by
them in supporl of the said plea. Therefore, it cannot be said that the

appeilant in C.M A No 189 of 2020 was aware of Ex.R9,

87. Lven otherwise it is difficult to believe that such Board
Resolutions are within the common knowledge of ordinary employees of

a Company hike clerks,

38, Therefore, prima facie the plea of the respondents 1, 3 and 4 that
the appellant in C.M A N0 1Y of 2020 was aware of Ex RY and
consequently her father, the appellant in C.M. A No. 188 of 2020 was also

aware ol Ex. R9, cannot be accepted.

89. Itisa scttled principle in Company Law that if a persan deals with
g Company or any other representative of a Company who s exercising
the powers of Management and directing its business and allairs, that
person is not aflected by the lacuna of procedure within the Company or

by its faifure to fulfill conditions which are required by the Company s



Memaorandum or Articles 1o be fulfilled before the transaction. Such
outsider is not bound to enquire whether acts of internal management
have been regular, This doctrine of “indoor management™ protects Lthe

persons dealing with the Company.

M. This principle wuas laid down in Rowval British Bank Vs,
Turquand’. ln that case, a deed of settlement, the equivalent ol the
Memorandum and Amcles ot 2 Company, empowercd the Board of
[irectors to horrow amounts as authorized by a reselution of the General
Meeting ot the sharcholders. The Company horrowed moncy from o

hank on the authoniy of o of s Diectors who authenticated the
[

Company’s common seal. There was no authority given by the Genera
Meeting, The Company refused to repay the loan and argeed that the
bunk had constructive notice of the articles and should have been aware
of the lack of authonty. I was held that an onsider need not enguire
inta whether such o resolution had in foct been passed and the Company
was bound fo the Bank because the passing of the resolution way o

mcetter Internal to the Compeany.

91, This rule thus sceks to protect an outsider against the Company
and 1s therefore an excepuon o the doctrine of constructive notice which

protects the Company against the outsider.

92. This principle had been applied by the Privy Council in T.R.Pratt
(Bombay) Limited (in liquidation) Vs. M.T.Limited (in voluntary
liguidation)’. In that case. the appellant Company was financed by loans

from respondents who in tum were financed by loans from Sassoon

11836) & E&R 327 . LISER. 835
AR TR PO LS9 =TT 1938 Bom 421 (PC)
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Company. For the debrs really owed by the respondent Company, the
Sassoon Company bad obtained an equitable morgage ol the appellant’s
property. The Dircctors of the appellant Company were all Directors and
shareholders of the respondent Company and this acl was known W
Sassoon Company. Section 91-B of the lodian Compantes Acr, 1914
provided that no Direcwor shall, as g Director, vole on any contracl or
arcangement in which he s either directy or indirectly concerned or

interested, and of he does so, his vote shall not be counted.

The Privy Council held that Seciion /-0 would noi operate (o
depeive of the benefie of this contract with the Company, a third pary
who fiad no rotice of the deject in the Direcior’s authority: as it would
be confrary to the principle thot such a person wowld be eniitled 1o
assiye that e fnteraal monagement of the Company had been properly

conducted ax held in the Ropael British Boank (1 supra).

But on the facrs of that case, since the Sassoon Company was
awure thal all the [Dhrectors of the appellant Company were &ll Threctors
and sharghelders of the respondent Company, in proceedings [or
winding up of the appellant Company, it wus held that the Directors ol
the  appellant Comparny were  disquahfied under Scction 91-B of
Companies Acl, [rom enlering into the ransaction and that the Olfcal

Ligutdator of the appellant Company was entitled to avoid the mortgage,

93,  Secuon 290 ol the Companies Act, 1936 incorporates this

prineiple and states:

"2, Validity of acrs of direciors. Aoy done be o

preryen a5 @ aiactor shall be valid, nofwdthstanding that 1§ way
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afferwards fe discovered that fiy appoinmmen: was Invalid by
Ty e el ARt i it i e v
reasan of any agfect oF disqualification o) had rerminaied Dy

virtue af any provision contalned in this Act o in the articles,

Provided thar sodhing i ohis seedan shall be deemed o
sive validies 1o acts done by o director after his dpeaintment he
e Sl |r|||_- A T R ] LIV O CEOPE D ool o) FEd Hs |.|_IIT-'_|I.--\..IJi'|||'i‘|-!'||| 1Ay

Aeen shown do the Company (o be invalied or to have terminated,

94,  Scction 176 of the Companies Act, 2003 also reiterates and states:

“176, Defects in appointment of Directors mot b

imvalidate actions taken.,

No act done by o persan av a Divector vhall be deemod
i B el worwithsranding thai It way subseguently noficed
that hix. appointment way fnvalid by reasor of any defect o
dizgualificotion ar pod terminared by virtie of any pravizion

contgimed T thiz Aot or in the Articlar of the Company:

Provided that nothing in thiv sectinn shall he deemed to
give validity fo ey aol dune By the Dicector after hix
appointment ks been noticed by the Company o be invalid ar

e e fermdnaied

2m

95. Thus prima jacie the appellants, while dealing with the 2
respondent in good fath, are entitled to assume that the 2 respondent,
who was the Managing Dircctor ol the 17 respondent, while execuling
Ex.Pl agreements of sale was acting within the scope of s powers by

the Articles of Association and they were not bound Lo enquire whether

his gctions had been propetly and regularly performed.

96. The very admission by respondents 1, 2 and 4 of execution of

Fx.R9 resolution by the 2™ respondent implics that in the normzl course
of business of the Company, he did have the authoritv 1o enter ino
apreernents ol sale ol plois and only aller Ex RS di 14072016 this

pracrice changed, In ouwr opinion, the appellants were entitled to assume



prinne facie that he continued to have such powers and were not bound 1o

enguire into such 1ssues of internal management,

97.  So the respondents |, 3 and 4 are prima-facie not entitled to rely
on Lx.R-9 Board resolution to contend that the 2™ respondent had no

authonty 1 exccute Ex Pl agreements of sale in favor of the appellants,

98.  The view of the court below that a doubt arises as to whether the
2™ respondent could have executed the respective agreements of sale en
21.11.2006 1 favour of the appellants, and they should have filed prima
Sacie some material o show that the 2™ respondent had all the powers to
cxecute the respective agreements of sale in favour of the appellants, or
that they ought to have questioned the 2™ respondent for signing Lx. P
mdependently without the signature of the 3™ respondent because the
tubber stamp used mentioned both Chairman and Managing Director,
and therefore the balance of convenience tilts in favour of respondents 1,

Foand 4, 15 moour opinton, prima facie erroneous,

99, Next, we shall deal with the issue of use of 2004 stamp papers
purchased by the 1™ respondent in the State of Andhra Pradesh tor the

suit agreements of sale Ex.P1 di21.11.2016.

1M, I regard w this aspect, 1t was held by the Court below that the

appellanis should have given an explanation and that they did not do so.

101. There 1s no dispute that the stamp papers on which the Ex Pl
agreements of sale were drafied had been purchased by the 17

respondent, The fact that the respondents 1,3 and 4 now allege that they
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were stolen by the 27 respondent from the office of the 1™ respondent

praves this fact,

102, Counsel for the appeliants placed reliance on the deciston of the
Supreme Court in Thiruvenpada Pillai Vs, Navapecthammal and
another’, In the said Judgment, the Supreme Court dealt with a similar
contention of the 17 respondent therein thal use of old stamp papers

invalidates agreements of sale.

[t did not agree with the said plea and held that the fedian Stamp
Aet, TEYY nowhere presorihes any expiry date fov use of o stamp paper,
and that Section 34 of the said Act merely provides thal a person
possessing a stamp paper for which he has no immaediate use (ahich is
nat spotled or rendered unlit or useless), can seek relund of the value
thereof by surrendeting such stamp paper to the Collector provided tha
it was purchased within the penod of six months next préceding the date

on which 1t was so surrendered,

The Supreme Court held that the stipulation of the period of six
months presenbed n Section 34 15 only for the purpose of seeking
refund of the value of the unused stamp paper, and not for use of the
stamp paper, that Section 34 does nof reguive the person who has
purchased a stamp paper, to wse it within six morths; and there is o
impediment for a stamp paper purchased more than six months prior o

the proposed date of execution, being used for a document,

Mo doubt 1n the said decision there is an observation Lhal usage of

old stamp papers could be a cireumstance thal can be used 25 g prece of

T ALR 2008 8T 1541
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evidenee t cust doubt on the authenticity of an agreement, but the Court
held that that cannot be a clinching evidence. It observed that there is 4
possibility that a layman unfamihar with legal provisions relating to
stamps, bonafide thinking that he could vse the old uoused stamp papers
Iying with him lor preparation of the document and accordingly nse the
old stamp papers, [t therefore held thar the agresment of sale n the said

cise excouted on old stamp papers was valid.

103, This decision squarely applies to the instant cases and theretore
we are of the opuien that the Courl below canool doubt the authenticity
ul Ex.P1 ugreements of sale, particularly when the 2™ respondent, whao
was then Managing Direclor ol 1% respondent, admits Lo their cxeoution,
merely on rhe ground that they were drafted on stamp papers purchased

by the 1¥ respondent in 2014,

104, Coming to the next issue about the stamp papers on which Ex.P1
agrecments ot sale were executed, having been purchased in the State of
Andhra Pradesh in 2014 and oo e the Siate of Telangana, which was
created with ellect from 02.06.2014 is concerned, this plea is also not

tenable prinw facie,

5. A learned Single Judge of this Court in V.Giridhar Kumar Vs,
Sellammal®, held that use ol stamp paper purchased moa dilferent State

Lor a document does nol invalidate the docament.

In the said case, stamp papers purchased in the State of Tamilnadu
were used for a promissory note exccuted in the State of Andhra Pradesh

and the Courl held that firstly, as rvepards promissory notes, the Statc

FATR NI AP 3] = 3015 (21 ALD 295
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Lemislature has no power to legislate on it under Entey 62 of List [ ol
the Seventh Schedule ro Constitution and that promissery notes would
fall in Entey 91 of List 1 of the Seventh Schedule; and insistence of use
of stamp paper purchased in the State of Andhra Pradesh can be onlv in
respect of the instruments, that are covered by Entry 63 of List 11 of the
Seventh Schedule 10 the Constitution, and not those, that fall in Entry 91

al List | ol the Seventh Schedule.

The leamed Judge specifically held that the insistence on use of
stamp papers is basically a measure to provide evidence as to the date of
execution and the authenticity of the transaction; and carning of revenue
by the State, 1s secondary (o this. He held that the slight defect as to the
torm of the stamp cannot be permitted 1o render the entire document
inadmissiblie; and an inadvertent mistake to which, both the parties (o the
suit might have contributed, should not deleat a claim, if il is otherwise

proved and valid.

The learned Judee held that Rule 3{ii1) of the Indian Stamp Rules,
1925 no doubt requires stamps purchased n the Andhra Pradesh State
alane to be used Tor instruments chargeable with duty under the Act as in
lorce in that State, but the said Rule is only advisory in nature and that
e said Bule does not invalidate a docoment as such, 1n the event of

violation thereol

He relied on Section 37 of the Act which stated that the State
Government may make miles providing that, where an instrument bears a
slamp ol sullicient amount but of improper description, it may, on

nayment of the dury with which the same 1s chargeable, be cortified to be



duly starnped, and any instrument so certified shall then be deemed 1o

have been duly stamped as from the dare of its excculion,

The learned Judge then relerred to Rule i3 of the Rules made
under the Act which stated that when an instrument bears a stamp of
proper amount, but of tmproper description, the Collector may, on
payment of the duty with which the instrument is chargeable, certify by

an endorsement that it is duly stamped.

The learmed Judge therefore held that the mechanism provided for
under Section 37 of the Act read with Rule 18 of the Rules ensures that
the stamp duty of proper description is collected in the State, and the

defect 15 cured.

106. The counsel for the respondents could not cite any decision /
precedent taking a dillerent view {rom that in V.Giridhar Kumar (2

supra).

107, We respectlully agree with the view taken by the learned Single
Judge in V.Giridhar Kumar (2 supra) and observe that merely because
Ex.I'l agreements of sale de.21.11.2016 were prepared on stamp papers
purchased in the State of Andhra Pradesh i 2014, they cannot be held to
be invalid in law because there 1s onky a slight defect as to the form of
stamnp, which 1s capable of being cured, by paving the requisite stamp
duty as per Section 37 read with Rule 18 of the Rules, @5 applicable in
the State of Telangana and a prima facie bongfide claim under the said

agreements of sale, cannol be defeated by such a plea.



L. We are not impressed by the contention of the respondents about
the filing of the criminal complaints Exs.R14 o R16 regarding alleged
u) % a1t} - -
thefl of the stamp papers by the 27 respondent and we are of the opinion
that the Cowrt below, cannot, without & trial being conducted, amive at
any presumption of existence of conspiracy between the appellants and

the 2™ respandent on the basis of the said criminal complaints,

109, We are also ol the opintoan that the Court below erred in doubling

the payment of advance amounts of Rs.20,00,000/- and Rs, 11).00,000/-

by the appellants on 21.11.2016, particularly when the 2™ respondent in

his counter Bled in this Court and also in the trial Court admitted that he
|

recerved the said amount as managing Thrector of the |7 respondent

Company,

110. Cven assuming that there is any dispute between the 27
respondent on the one hand and other respondents as to whether the said
amounts were credited Lo the account of the 17 respandent or not, prima
facie, the appellants cannot be put to any disadvantage on the saud count,
because the 2™ respondent had received the said amounts as Managing
[irector of the 1¥ respondent and pavment made to him, has o he prima

facie treated as payment o the 17 respondent,

111. [t may be that demonetization was done by the Union Government
on O8.11.2016 cancelling Rs.500 and Rs. 1000 currency notes, Still it is
possible that the payment could have been made of the advance amounts
by the appellants in lesser denaminations; and when the 2 respondent
qdmits o have received the advance amounts, this issue loses i1y

relevance primafacie.
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112, In our cpoion, there was no necessity for the appellants peima
facie to azain prove pavment of advance amounts to the 2™ respondent
on account of the 1% respondent, when the 2™ respondent admits to have
receivad it and there are clear recitals in Ex.Pl agreements of sale also w

that ¢tbeet.

113. Liven if the rubber stamp alfixed on Ex.P1 agreements ol sale
mentions that the 2 respondent 15 both the Managing Dhrector and also
the Chairman, that will pot mvalidate the documents 1f, as Managing
Director, the 2" respondent had aulthorily o execute the said agreements

al sale.

114, As already held above, the very admission by respondents 1, 3 and
4 of execution of Ex.R9 resolution by the 2™ respondent implies that in
the normal course of business of the Company, he did have the authority
o enter into agreements of sale of plos and only alier Ex.R9
dt. L4077 20016 this practice changed, In our opinion, the appellants were
entitled to assume Fr."m:aﬁ::‘r'e that he continued to have such powers and

were not bound o enguire into such 1ssues of mternal managzement.

115, We are also of the opinion that mere allegation of collusion
between the appellants and the 2™ respondent made by the other
respondents is not @ reason to doubt Ex Pl agreements ol sale grimo
freie and such collusion as i1s alleged by the other respondents 13

required (o be proved during trial.

116. Further, we are of the opinion that the view of the Court below

that no prejudice would be caused to the appellants if the interim



injunction granted by il 18 vacated, 1s not correct and that on the facts amd
circumstances of these Appeals, the appellants had not only made out 2
prima focie case, bul there 1s balance of convemence also in their favour
and irreparable injury would be caused if the respondents were permitted

1o alienate the suit schedule properties pending the suit,

117. We are of the opinian thar the conduct of the respondents 1, 3 and
4 in transferning the properties which are subject matter of hoth 1. As, 1o
the husband of the 3™ respondent Dr. Kilaru Panduranza Prasad and Mis
A K. LEstates and Construchion Prvate Limited represented by Ms, Kilary
Alekva, daughter of the 3™ respondent, is not honafide because lhe sale
deeds document WNos. 3398 3399 3596 and 3597 of 2020 were executed
on 16042020 and 08052020 aller the tnal Court dismssed the
LA No%.255 and 256 of 2019 oo 16032020 and betore the appeal time
expired and that this was deliberately done to render the Appeals

infracraois.

118. We hold that prima-facie these transactions are collusive in nature
hetween the respondents 1, 3 and 4 and Dr. Kilaru Panduranga Prasad
and M AK.LEstates and Conostruction Private Limited represented by
Ms. Kilaru Alekva on account of the close relationship between them
and the respondents 1,3 and 4 cannol be allowed 10 gel away with these

remnaters.

119, So, pending the disposal of the suits, we hold that transfer ol night,
fatle and interest of 1% respondent, if any, conveyed to T, Kilam

Panduranga Prasad and M ALK Estates and Construction Privare



Limited represented by Ms. Kilaru Alekya i.e the purchasers under the

above documents, shall alse stand suspended.

120, Accordingly,

tay D, Kilaru Panduranga Prasad and Mis. A K. FEstates and

)

)

(e

)

Construction Private Limited otc., zre impleaded in both the
[LANo.255 of 2019 in O.5.No.38 of 2018 and [LA.No.236 of
2019 jo OGS INo 39 of 2018 as respondents 3 and 6 and also in
both the suits 0.5.No.38 of 2018 and O.5N0.39 of 2018 as

delendants 5 and 6:

the Appeals are allowed with costs of Rs.20,000/- to be paid by

the 17 and 3" respondents to cach of the appellants;

the orders d 1603 2020 mn LA No.235 of 2009 10 Q.8 Np 38 of
2018 and 1A Ne.256 of 2019 in. 0.5 Mo 230 of 2018 are set aside;

the said LAs, are allowed:

pending the disposal of the suits, the transfer of right, tutle and
interest of 1% respondent, 1f any, conveved to Dr, Kilars
Panduranga Prasad and M/s A K. Estates and Construction Private
Lirmited represented by Ms, Kilaru Alekya shall also  stand

suspended ;

all the respandents, including Dr. Kilaru Panduranga Prasad and
M5 ALK Lstates and Construction Private Limited represented by
Ms. Kilaru Alekya, who have been impieaded in these Appeals,
are restrained from alienating the properties which are subject

matter of 0.5 No.38 ol 2018 and 0.5 No.39 of 2018 or any part



thereot pending disposal of the suits by the Il Additional Dist

and Scssiens Judgze, Malhboobragar; and

(71 1A.Nos, 3 of 2020 in CMA NOJISS of 2020 and io CMVA Na 180

of 2020 are dismixsed.

L21. Pending muscellanegus petitions, if any, in these CMAs shall stand

Closed,

Mote: Rs. 20,000/ - (Twenty thousand only} to be paid by the 1% and 3"

Ta,

respondents to each of the appellants
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