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Civil Appeal No. 10755/2013 (S.C)
Daljit Singh and other Vs Muktar Steels Pvt. Ltd and other

14. The pivotal issue that arises for consideration is whether in the present
case the appeal could have been preferred against the judgment and decree
passed by the learned trial Judge. As is evincible, the lower appellate court as
well as the High Court has placed reliance on Pushpa Devi Bhagat (supra) to
come to hold that the appeal was not maintainable. In Pushpa Devi Bhagat
(supra) a two-Judge Bench, dealing with a contention canvassed for the first
time before this Court that the appeal before the first appellate court or before
the High Court was not maintainable as there was a consent decree, permitted
the contention to be raised and heard both parties on that score. In the context,

it referred to Rules 3 and 3-A of Order XXIII and analyzing the said provisions
summed up the statement of law emerging from Order XXII1 that

(i) no appeal is maintainable against a consent decree having regard to the
specific bar contained in Section 96(3) CPC; (ii) no appeal is maintainable
against the order of the court recording the compromise (or refusing to record
a compromise) in view of the deletion of clause (m) of Rule 1 Order XLIII;
(iif) no independent suit can be filed for setting aside a compromise decree on
the ground that the compromise was not lawful in view of the bar contained in
Rule 3-A; and (iv) a consent decree operates as an estoppel and is valid and
binding unless it is set aside by the court which passed the consent decree, by
an order on an application under the proviso to Rule 3 Order XXIII.
Thereafter the learned Judges proceeded to state thus: -



“... the only remedy available to a party to a consent decree to avoid such
consent decree, is to approach the court which recorded the compromise and
made a decree in terms of it, and establish that there was no compromise. In
that event, the court which recorded the compromise will itself consider and
decide the question as to whether there was a valid compromise or not. This is
so because a consent decree is nothing but contract between parties
superimposed with the seal of approval of the court. The validity of a consent
decree depends wholly on the validity of the agreement or compromise on
which it is made. The second defendant, who challenged the consent
compromise decree was fully aware of this position as she filed an application
for setting aside the consent decree on 21.8.2001 by alleging that there was no
valid compromise in accordance with law. For reasons best known to herself,
the second defendant within a few days thereafter (that is on 27.8.2001) filed
an appeal and chose not to pursue the application filed before the court which
passed the consent decree. Such an appeal by the second defendant was not
maintainable, having regard to the express bar contained in Section 96(3) of
the Code.”

Section 89 CPC

89. Settlement of disputes outside the Court - (1) Where it appears to the Court that
there exist elements of a settlement which may be acceptable to the parties, the Court shall
formulate the terms of settlement and give them to the parties for their observations and
after receiving the observations of the parties, the Court may re-formulate the terms of a
possible settlement and refer the same for-

(a) arbitration;

(b) conciliation;

(c) judicial settlement including settlement through Lok Adalat; or
(d) mediation.

(2) Where a dispute has been referred-

(a) for arbitration or conciliation, the provisions of the Arbitration and Conciliation Act,
1996 (26 of 1996) shall apply as if the proceedings for arbitration or conciliation were
referred for settlement under the provisions of that Act; 200

(b) to Lok Adalat, the Court shall refer the same to the Lok Adalat in accordance with the
provisions of sub-section (1) of section 20 of the Legal Services Authority Act, 1987 (39
of 1987) and all other provisions of that Act shall apply in respect of the dispute so referred
to the Lok Adalat;

(c) for judicial settlement, the Court shall refer the same to a suitable institution or person
and such institution or person shall be deemed to be a Lok Adalat and all the provisions of
the Legal Services Authority Act, 1987 (39 of 1987) shall apply as if the dispute were
referred to a Lok Adalat under the provisions of that Act;

(d) for mediation, the Court shall effect a compromise between the parties and shall follow
such procedure as may be prescribed. Thus the court can refer the parties to arbitrat
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Order 23 Rule 3 CPC

"3. Compromise of suit.- Where it is proved to the satisfaction of the Court
that a suit has been adjusted wholly or in part by any lawful agreement or
compromise in writing and signed by the parties, or where the defendant
satisfies the plaintiff in respect of the whole or any part of the subject matter
of the suit, the Court shall order such agreement, compromise or satisfaction
to be recorded, and shall pass a decree in accordance therewith (so far as it
relates to the parties to the suit, whether or not the subject matter of the
agreement, compromise or satisfaction is the same as the subject matter of the
suit)

Provided that where it is alleged by one party and denied by the other that
an adjustment or satisfaction has been arrived at, the Court shall decide the
question; but no adjournment shall be granted for the purpose of deciding the
question, unless the Court, for reasons to be recorded, thinks fit to grant such
adjournment. Explanation--An agreement or compromise which is void or
voidable under the Indian Contract Act, 1872 (9 of 1872), shall not be deemed
to be lawful within the meaning of this rule.”
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