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WHAT IS A COMPROMISE? 

The word ‘compromise’ means settling a dispute with the mutual consent of parties. When 

such compromise is made, a litigation battle is put an end to. For suits filed in courts, it is up 

to the discretion of the parties to the suit, to compromise by agreement. In fact, the case of 

Hiralal Moolchand v. Barot Raman Lal1, laid down a general principle which stated that if a 

dispute can be resolved by suits, they can also be resolved with the help of a compromise. 

Therefore, a provision in the Civil Procedure Code (hereinafter referred to as ‘the Code’) has 

been given for the withdrawal or compromise of a suit.  Order XXIII Rule 3 of the Code states: 

"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 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] 

 
1 AIR 1993 SC 1449 
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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.” 

A compromise agreement can be entered into by the parties themselves or their legal 

representatives2 on their behalf and it is the right of the court to accept and implement the 

decree as stated in Ranga Reddy Associates v K. Shapoor Chenai and Ors3. The Rangareddy 

judgement affirms that if the compromise was lawful, the Court may accept the terms, in their 

prescribed manner and pass a compromise decree therewith. A decree for compromise is the 

acceptance by the Court of an agreement entered into, between the parties4, stating the manner 

in which their dispute is to be resolved. The primary duty of the court, with regard to a 

compromise petition, is to accept the agreement entered into by the parties and to then record 

and pass a binding decree to hold the parties to their promise. Further if the parties challenge 

the legality of their compromise, the provision of Rule 3 bestows the power to determine the 

true nature of their agreement and adjudicate on the same. 

RIGHTS AND REQUIREMENTS  

The compromise in itself must be lawful in nature, it must be written and, signed by both the 

parties. This Rule is in accordance with the term ‘agreement’ as defined under section 2 of the 

Indian Contract Act, 1872 and if it can be deemed void or voidable under the same, it is 

unlawful as stated in the explanation to Rule 3 of Order XXIII. Even though Rule 3A of Order 

XXIII bars a decree to be set aside if the agreement on which it is based is deemed unlawful. If 

such a question arises as to the legality of the compromise, the party whose consent is vital has 

the vested right to appeal a judgement or decree passed on the basis of such compromise under 

Rule 1-A of Order XLIII. A right to appeal from a decree that should not have been passed is 

maintainable under Rule 1-A of Order XLIII and is made operational under section 96 of the 

Code. The question of ‘whether the defendant had consented’ to the agreement becomes crucial 

to the determination of the maintainability of the suit as clause (3) of Section 96 bars such an 

appeal when there was explicit and unquestionable consent. In Banwari Lal v Chando Devi 

and Anr5, as there was collusion between the defendants counsel and one of the plaintiffs, the 

agreement so effected was deemed to be unlawful as it did not explicitly have the consent of 

 
2 Pushpa Devi Bhagat v Rajinder Singh and Ors (2006) 5 SCC 566 
3 Ranga Reddy Associates v K. Shapoor Chenai (2004) (4) ALD 564 
4 Subba Rao v Jagannadha AIR 1967 SC 591 
5 (1993) 1 SCC 581 
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the Defendant. The Proviso to Rule 3 of Order XXIII places the power to decide upon the 

legality and validity of the compromise, when either party alleges an arrear, to the Court which 

had recorded the compromise and passed a decree. Even though the power to question the 

compromise is vested in this provision, Section 151 of the Code also gives inherent powers to 

the court to pass orders where necessary.  

AMENDMENTS 

Prior to the Civil Procedure Code (Amendment) Act, 1976 an appeal under Rule 3 of Order 

XXIII in respect of recording or refusing to record an agreement, compromise or satisfaction 

was maintainable under Rule 1(m) of Order 43, which is expressed by J. N.P. Singh in para 8 

of the Banwari Lal judgement. The main reason for the overall amendment of the Code was 

for the speedy disposal of the cases governed by it. The amendment made to rule 3 by adding 

the terms "in writing and signed by the parties” was only to give more validity to the 

compromise. With the amendment, Rule 1 (m) has been deleted and in its place Rule 1-A was 

added to order XLIII by which an appeal over a judgement, which should not have been passed 

due to the legality of its object, is maintainable. A right flows therefrom, to the defendant to 

contest the validity of the same. A provision clearing the duty of the Court that passed the 

decree, over disputes and an explanation stating its accordance with the Indian Contract Act, 

1872 were added to Rule 3 of Order XXIII. Rule 3-A was added to order XXIII clearing the 

Code’s position on unlawful acts:  

“3-A. Bar to suit – No suit shall lie to set aside a decree on the ground that the compromise on 

which the decree is based was not lawful.”  

The fundamental purpose of the rule was to avoid a multiplicity of suits. In the absence of this 

rule, parties may file an independent suit to set aside the compromise decree passed under Rule 

3. This idea was confirmed by J. A.P. Subba in Palden Bhutia Ors. v Januka Singh & Ors.6 , 

in which the need for Rule 3-A of Order XXIII was expressed in cases where a separate suit 

may arise. These provisions have been extensively used and discussed in the two cases which 

will be discussed in the following paragraphs 

A CRITICAL ANALYSIS 

 
6 (2007) AIR Sik 15 
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First, in the case of Banwari Lal v. Chando Devi and Anr.7, an application was filed in the trial 

court by Banwari Lal (appellant) against Chando Devi (respondent) for the recovery of 

possession of land. Eventually, it is alleged that the parties entered into a compromise 

agreement. Thereby, a compromise petition was filed, decree passed, and case dismissed. 

However, it was later found that the appellant had not really entered a compromise, and that 

his advocate had fraudulently done so with the defendant. The trial Court on hearing the parties 

on this matter, decided to recall the order and restore the case to its original number. The 

respondent filed a review petition before the High Court, which held that the appellant had 

withdrawn the suit, by filing the alleged compromise petition in the trial court as per Order 

XXIII Rule 1 of the Code, which states “At any time after the institution of a suit, the plaintiff 

may as against all or any of the defendants abandon his suit or abandon a part of his claim”. 

Aggrieved by this decision, a special leave petition was filed in the Supreme Court by the 

appellant.  

J. N.P. Singh in this matter, stated that as per Order XXIII Rule 3 of the code, the compromise 

so recorded, becomes illegal and void, as no compromise had taken effect between the two 

parties.     

He justified that the trial court had a right to recall the order and restore to its original number, 

as the compromise allegedly agreed upon was itself illegal. Even though Order XXIII Rule 3-

A places a bar to suits, Order XLIII Rule 1-A allows the party to appeal against a decree, 

challenging the validity of the compromise recorded. Coming to Section 96(3), it cannot be 

applied because that is applicable only when the compromise itself is not in dispute. The 

Hon’ble judge also stated about the proviso to Order 23 Rule 3, “When the amending act 

introduced a proviso along with an explanation to rule 3 of order 23 saying 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’, the Court before which a petition of compromise is 

filed and which has recorded such compromise, has to decide the question whether an 

adjustment or satisfaction had been arrived at on basis of any lawful agreement”. Lastly, he 

mentioned that even section 151 can be applied as already mentioned, it gives the court inherent 

powers to decide on matters ‘for the ends of justice’. Ultimately, the Hon’ble Supreme Court 

of India, set aside the order passed by the High Court, and allowed the appeal filed by the 

 
7 Ibid 5 
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appellant. The judgement passed by the subordinate judge of restoring the case to its original 

no. and hearing it on merit was upheld.  

Coming to the next case of Pushpa Devi Bhagat v. Rajinder Singh, the facts of which were 

similar to the case discussed earlier, relates to the recovery of possession from a tenant. An 

alleged compromise agreement was signed, which had been challenged on the grounds of its 

validity, later by the appellant. The Hon’ble court, in this case, stated that section 96(3) does 

not allow appeals on decrees passed with the consent of the parties. It was stated that before 

the amendment, Order XLIII Rule 1(m) could be utilized in a situation where the compromise 

decree was questioned. However, after the omission of the said provision, there has been no 

provision to provide for the same. The court in this case passed a contradictory judgement 

stating the following,  

“The position that emerges from the amended provisions off order 23 can be summed up thus: 

(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 43. 

(iii) 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.  

(iv) A consent decree operates as an estoppel and is valid and binding unless it is set 

aside buy the coat which pass the consent decree, by an order on an application 

under the proviso Rule 3 Order 23.” 

It is evidently clear that even though both the cases deal with the same issue, two completely 

contradicting judgements have been passed. In our view, the judgement passed by J. N.P. Singh 

in the case of Banwari Lal v. Chando Devi8, is more in accordance with law. We say so because 

the existence of Order XLIII Rule 1-A has been completely ignored and not taken into 

consideration in the case of Pushpa Devi9. Even though clause (m) of Rule 1 Order 43 of the 

Code has been omitted after the amendment, this new provision was only added for the benefit 

 
8 Ibid 5 
9 Ibid 2 
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of the parties. As also stated in the same case, “Being conscious that the right of appeal against 

the order recording a compromise or refusing to record a compromise was being taken away, 

a new rule 1-A has been added to order 43”. The same was also noted in the case of Daljit Kaur 

& ors. v. Muktar Steels Pvt. Ltd. and Ors.10 Where J. Dipak Misra said, “It is urged that the 

decision rendered in Pushpa Devi Bhagat (supra) had not considered Order XLIII Rule 1A of 

the Code of Civil Procedure and hence, the said decision could not have been placed reliance 

upon.” 

If we refer to the case of Kishun alias Ram Kishun (dead) through L.Rs. v. Behari (dead)11, it 

states that whenever a party questions a compromise set up by the other party, the court has to 

denounce whether or not the compromise was legal. Unless the court does this, it cannot be 

said that the compromise decree passed was with the consent of the parties. Therefore, section 

96(3) cannot be applied as it explicitly states the words “decrees passed by the court with the 

consent of the parties”. Since the legality of the compromise agreement has been questioned 

in the case of Pushpa Devi,12 it cannot be said that the decree passed, with regard to the same 

was consented by both parties. Therefore, it would not be correct to dismiss a case based on 

the provision of section 96(3) of the Code. It has also been noted in the case of Gurpreet Singh 

v. Chatur Bhuj Goel,13 that under Rule 3 Order 23 of the Code, it is necessary for the 

compromise agreement to be in writing. Referring to this case, J. N.P.Singh in the case of 

Banwari Lal14 states that a compromise cannot be recorded in a casual manner, and it is the 

duty of the court to be first satisfied with respect.  

CURRENT SCENARIO 

Talking about the current scenario of judgements with respect to appeals against a compromise 

decree, the principles laid down in both, the case of Pushpa Devi15 and that of Banwari Lal16 

is being taken into consideration. In the case Mulakh Raj (Deceased) & ors. V. Punjab Ram 

(Deceased) & ors.17(unreported)  it has been stated that since the case of Pushpa Devi has been 

decided in 2006 and that of Banwari Lal in 1993, the former would be taken into consideration. 

 
10 MANU/SC/1232/2013 
11 (2005) 6 SCC 300 
12 Ibid 2 
13 (1998) 1 SCC 270: AIR 1988 SC 400 
14 Ibid 5 
15 Ibid 2 
16 Ibid 5 
17 Allahabad High Court, 20th November 2009 
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The Hon’ble judge said “The case law of Pushpa Devi Bhagat vs. Rajendra Singh is fully 

applicable to the present case as the Hon'ble Supreme Court decided in 2006 whereas the 

ruling of Banwari Lal vs. Smt. Chando Devi cited by the counsel for the appellant is that of the 

Hon'ble Supreme Court but decided in 1993. Since Pushpa Devi Bhagat's case is of 2006 hence 

the principle laid down in this case law is binding on this Court”. From this, it seems that the 

time of deciding a case plays a more vital role than the principles of law. In that case, the case 

of R. Rajanna v. S.R. Venkataswammy and ors.18 Should be taken into consideration as it has 

been decided in 2014, after the case of Pushpa Devi and also supports the principles laid down 

by the case of Banwari Lal. 

CONCLUSION 

The correct principles as per the law, must be settled down upon in order to pass lawfully valid 

judgements. The judgement passed in the case of Banwari Lal19 in our accordance, has 

interpreted the law correctly. The provisions of Order 43 Rule 1-A has been clearly missed by 

the two judge bench in the case of Pushpa Devi, as it may not have been brought into their 

notice. The time stamp of judgements should not be given more importance than the law. 

According to our understanding of the law and the case of Banwari Lal, appeals against 

compromise petitions must be allowed, as per order 43 Rule 1-A.  

 

 

 
18  (2014) 15 SCC 471 
19 Ibid 5 

https://www.ijllr.com/
https://www.ijllr.com/volume-iii-issue-i

