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The Supreme Court of India clarifies the law on registration and stamping of
a sale certificate issued in pursuance of an auction sale by a court

The Supreme Court of India (“Supreme Court”) in its recent judgement in The State of Punjab and Another vs.
Ferrous Alloy Forgings Private Limited and Ors?, has held that (a) a sale certificate issued under the Code of Civil
Procedure, 1908 (“CPC”) is not compulsorily registrable; (b) no stamp duty in terms of the Indian Stamp Act, 1899
(“Stamp Act”), is payable when a copy of the certificate forwarded by the Registry of the Court to the registering
authorities, for filing as required under the Registration Act, 1908 (“Registration Act”); and (c) the requirement to
pay stamp duty would arise only when the person in whose favour the sale certificate is issued, voluntarily presents
the sale certificate for registration or when the sale certificate is used to establish right/title over the property, in any
proceedings. This judgement of the Supreme Court is significant since it clarifies the law on stamping and registration
requirements of a sale certificate issued under the CPC and settles the principle of law on passing of title in an auction
sale under CPC.

Ferrous Alloy Forgings Private Limited (“FAFPL”) was the purchaser of properties sold in a public auction conducted
by the High Court of Punjab and Haryana High Court (“P&H HC") in the liquidation process of Punjab United Forge
Limited. In terms of Order XXI, Rule 92 of the CPC, the sale was confirmed in favour of FAFPL by the P&H HC vide order
dated October 10, 1996. An application was filed before the P&H HC by FAFPL seeking issuance of sale certificate,
which vide order dated April 13, 19992 held that stamp duty is payable on the sale certificate as applicable to a
conveyance. The Registrar of P&H HC (“Registrar”) demanded FAFPL to pay stamp duty as applicable to a conveyance
for issuing the sale certificate. Challenging the said directions of the Registrar, FAFPL filed a writ petition, wherein the
division bench of the P&H HC held? that the Registrar does not have powers to collect the stamp duty on a sale
certificate and the Registrar is merely required to issue the original sale certificate to the auction purchaser and
forward a copy of the same to the jurisdictional Sub-Registrar as per the Registration Act. Challenging the said order,
the Revenue Department preferred an appeal before the Supreme Court.

1Judgement dated November 19, 2024, in C.A. No. 12527 of 2024. Neutral Citation 2024 INSC 890
2 CA No. 554 0f 1998
3 Judgement dated November 28, 2013, in Civil Writ Petition No.11055 of 2001 (0&M)
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The Supreme Court dealt with various judicial precedents on the subject matters and held as under:

1.

Passing of title in an auction sale under CPC: The Supreme Court relied on its judgment in Municipal
Corporation of Delhi vs. Pramod Kumar Gupta* and held that the title to the property sold in an auction under the
CPC passes on to the auction purchaser when the objections to the sale are disposed of, confirming the sale in
terms of Order XXI, Rule 92 of the CPC. Upon such confirmation, the sale becomes absolute and the title is vested
with the auction purchaser®.

Nature of a sale certificate: The Supreme Court held that since the title passes upon confirmation under Order
XXI Rule 92 of the CPC, the sale certificate issued thereunder is a mere formal declaration of the sale confirmation;
and the sale certificate does not create or extinguish any title over the property. The Supreme Court, therefore,
clarified that the sale certificate would not attract any stamp duty as applicable to an instrument of conveyance.

Sale certificate is not compulsorily registrable: The Supreme Court relied on Section 17(2)(xii) of the
Registration Act and clarified that the sale certificate issued by the Registrar of the P&H HC in pursuance of a
public auction is not a non-testamentary document requiring registration under Section 17(1) of the Registration
Act. Therefore, it was held that a sale certificate issued under Order XXI, Rule 94 of the CPC is not compulsorily
registrable. It was further clarified that the Registrar is merely required to forward a copy of the sale certificate
to the jurisdictional Sub-Registrar in terms of Section 89(4) of the Registration Act for the purpose of filing the
same in book 1. The Supreme Court relied on its earlier decision in Inspector General of Registration and Another
vs. G. Madhurambal and Anr¢ and clarified that once the copy of the sale certificate is forwarded to the Sub-
Registrar’s office for filing in book 1, the same has the effect of registration and no further action is required.

Stamping of sale certificates: The Supreme Court held that the stamp duty in terms of Article 18 read with
Article 23 of Schedule 1 to the Stamp Act will have to be paid on the original sale certificate, when the same is
presented by the auction purchaser or when the certificate is relied on or used for any purpose to establish the
title.

In addition to the above, the appellants had contended that FAFPL had alternate remedy of filing an appeal against the
order of the Company Court in pursuance of which the Registrar issued the directions; and hence a writ petition was

not maintainable. While rejecting this contention, the Supreme Court reiterated the position of law that availability of
alternative remedy does not divest the writ jurisdiction of a High Court under Article 226 of the Constitution of India

if the case warrant such interference.

The judgement consolidates and clarifies the position of law on the nature of the sale certificate as an instrument
evidencing title; and stamping and registration requirements of a sale certificate issued by the officer of a Court for
sale of properties through public auction under the CPC. This judgement resolves the conflicting views taken by the
officers of various High Courts and consolidates the position of law on the subject. This judgement will assist the
purchasers who acquire properties in public auctions conducted in execution proceedings.

+AIR 1991 SC 401.
5 Arvind Kumar vs. Govt. Of India and Ors reported in (2007) 5 SCC 745
62022 SCC Online SC 2079.
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Real Estate Practice

JSA is widely recognised as having one of the premier Real Estate Practices in India, and it is one of the most
sophisticated & highly diversified commercial Real Estate practices, led by knowledgeable and experienced Real
Estate experts at each of our offices in Gurugram, New Delhi, Mumbai, Bangalore and Hyderabad and Chennai.
Our clients use our services for some very challenging and complex Real Estate transactions, which require
thoughtful and practical advice.

Our clients comprise a broad cross-section of Indian and International, Institutional & private entities, including
Developers, Real Estate advisers, Banks, Real Estate Funds, high net worth Investors, Governments, Major
Retailers, Hotel owners & operators and others.

We are primarily involved in legal and regulatory issues for various types of Real Estate projects, including in
relation to construction and development of hotels, malls, residential & commercial complexes, warehouses, IT
& Industrial Parks and Special Economic Zones.

We have been involved in conducting legal due diligence in relation to such projects and have drafted/ reviewed
various types of documents including transaction documents such as (a) Shareholders/ Subscription/ Share
Purchase Agreements; (b) Development Agreements; (c) Joint Venture Agreements and other related
documents/ agreements.

During the course of our practice, we have also been involved in the drafting/ reviewing of (a) Agreements for
Sale; (b) Conveyance Deeds; and (c) Lease Deeds.

This Prism has been prepared by:

Vinod Kumar Srlnlvasan M.D Dharaniya Sri K.M
Partner Partner Associate
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This prism is not an advertisement or any form of solicitation and should not be construed as such. This prism has
been prepared for general information purposes only. Nothing in this prism constitutes professional advice or a legal
opinion. You should obtain appropriate professional advice before making any business, legal or other decisions. JSA

and the authors of this prism disclaim all and any liability to any person who takes any decision based on
this publication.
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