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Before M r.  Justice Bisheshtoar N a th  Srivastava  
a n d  Mr. Justice E. M .  N a n a vu t ty

SUNDAR LAL y. THAKUR GANDHARP SINGH iggg

Stam p A c t  {II of  1899), section 2{5)-~B ond— A greem en t— Satta  
deed— D o c u m e n t  snpii la t in g  su p p ly  of goods  and proxjiding  
for p a y m e n t  of  damages in case of breach, 'whether an agree­
m en t  or a ho7id.

A document described as a satta  and stipulating fox the 
supply of a certain quantity of goods of a particular quality 
at a fixed rate during a specified period and providing for the 
payment of damages at a certain rate in case of breach of agree- 
rnent, cannot be treated as a bond within the meaning of the 
definition given in section 2, clause (5) of the Stamp Act and 
must be treated as an agreement, Gisborne  8c Co. v. Suhal  

B o w ri  (1), relied on.

The Government Advocate (Mr. H . S. Gupta), for 
the Board of Revenue.

S r i v a s t a v a  and N a n a v u t t y , J J . T l i i s  is a refei' 
ence made by the Deputy Commissioner of Kheri under 
section 61 of the Indian Stamp Act. The question is 
whether a document described ds d. satta is to be treated 
as an agTeement or as a bond for the purpose of payment 
of stamp duty. The terms of this document are that 
the executant Sunder Lai agreed to supply Thakur 
Gandharp Singh, in whose favour the document was 
executed, 700 kachcha maimds of sugarcane juice at 
the rate of Rs.87 per hundred maund from the month 
of Pus till Phagun IMG Fasli. He was paid half of the 
price at the time of the execution of the document and 
it was agreed that he would receive one-fourth of the 
price whrn he started working the pressing machines 
and the remaining one-fourth w-hen the work was 
finished. The document also contains several provi* 
sions as regards the quality of the juice to be supplied 
and also a condition for payment of damages at the rate

*Civil Reference (under Stara^v Act) No. 4 of 1915, made by Mr. H. E.
Barloiv, i.e.s., Deputy Coimnissioiier of Kheri.

(1) (IP.rtl) LL.R., 8 Cal., 2R4.
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and 
Namvutty,

of 2 annas per maimd in case of breach of agreement, 
Sunday The Miinsif of Kheri before whom the document was 

produced in a Small Cause Court suit treated it as a 
gInotaep simple agreement and recovered the deficiency of annas 

Singh four in the Stamp duty and Rs.5 by way of penalty from 
the party who had produced it. The learned Deputy 

Srkastava Commissioner of Kheri is of opinion that it should be 
stamped as a bond and has accordingly made this refer- 
ence.

Wc are of opinion that the document in question 
cannot be treated as a bond within the meaning of the 
definition given in section 2, clause (5) of the Stamp Act 
and must be treated as an agreement. The distinctioii 
between a bond and an agreement was pointed out by 
Garth, C.|. in Gisborne Ir Co. v. Snbal Bowri (1) and 
the following passages from that judgment may be use­
fully quoted:

“The definition of a bond in section 5 of the Act is 
precisely what we understand by a bond in England, 
and it is an obligation of a difl’erent character from a 
covenant to do a particular act, the breach of wdiich 
must be compensated in damages.

Whether a penal clause is attached to such a covenant 
or not, the remedy for the breach of it is in form and 
substance a suit for damages; and by section 74 of the 
Indian Contract Act, the English rule with regard :-o 
liquidated damages is abolished, and the plaintiff in 
such a suit has no right under any circumstances to claim 
the penalty itself as such. He can only recover such 
compensation, not exceeding the amount of the penally, 
as the Judge at the trial considers reasonable; but he is 
entitled to that compensation whether he proves any 
actual damages or not.

The remedy upon a bond is very different The 
plaintiff in the case of a simple money bond recovers 
the sum named in the bond, or in the case o£ a bon-' 
conditioned for the performance of covenants, he recovers

(1) (1881) I.L.R , 8 Cal., 2S4.



the actual damage which he can prove that he has
sustained. In either case not only is the bond a contract Susdar

of a different form and nature from a covenant with d  ̂
penal clause, but the remedy upon it, and the amount 
recoverable for the breach of i t ,  is also different.” Sisgh

In the present case the ex.ecutant Sundar Lai did not 
undertake any obligation to pay any money to Thakur Srivasima 
Gandharp Singh. The only reference to payment of 
money contained in the instrument is the reference for JJ.

payment of the price of the sugarcane juice by Gandharp 
Singh to Sundar Lai. No doubt Sunder Lai undertook 
the obligation of supplying sugarcane juice on the terms 
stated in the document. The provision as regards his 
liability for damages in case of a breach of agreement and 
the other terms of the document sho’iv̂ that the document 
is rather in the nature or an agreement than a bond.
We are accordingly of opinion that the stamp duty and 
the penalty realised by the Munsif was sufficient.

We answer the reference accordingly.
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PANDIT HAR NARAIN (Defendant-appellant) y. PANDIT March, lO 
SIDH NATH (Plaintiff-respondent)® ;

Transfer of Property  Act (IF of 1882), section  5.1, Scope of—
P erm anen t lease— Lessee no t  excluded from  benefit  o f  sec- 
t lon— Lessee m aking im provem en ts  on land in good  faitJh—
Lessee, ivhether can believe l iw ise lf  to be owner and eriti tled  
to com pensation— Phrase " believing  in goo d  faith that he is 
ahsolutely e n t i t l e d ’% meaning of.

There is iiq vaHd reason for excluding a permanent lessee 
from the benefit of section 51, Transfer of Property Act. So 
loBg as he pays tlie rent due on Ms lease, the lessee can con­
sider himself to be the absolute owner oS; the land perpetually 
lea-sed to him, and he can honestly beheve that he is the owner

^Second C ivil A p p ea l N o , 207 o f  agninst the dccree o f ‘-aiyid
Shaiikat H u sain , S ubordinate Ju d g e  o f L'nao, dated  th e 2Sth of February,
19S4, u p h o ld in g  th e  decree o f  B abu G opal C handra Sinha, M unsif, N ortti.
U naoj dated  the 14lh  o f Septem ber, 1933.


