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1. This is a case arising out of an issue of liability on the petitioner i.e a

purchaser of a slump sale.

2. A sugar factory in name and style of M/s Deoria Sugar Mills Ltd, was
running in huge loss, therefore, in order to revive it, it was transferred to
U.P. State Sugar and Cane Development Corporation, Ltd. in the year
1998.

3. Subsequently, it was decided to sell said sugar mill owned by the U.P.
State Sugar and Cane Development Corporation, Ltd. to private a entity
and accordingly, above referred sugar factory was purchased by the
petitioner in a slump sale being a selected bidder i.e. Eikon Sugar Mills,

Pvt. Ltd. i.e. the petitioner and a tripartite agreement was entered into
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between the parties. Its Clause 2.7 being relevant for adjudication of

present case is reproduced hereinafter:

“2.7 It 1s hereby further agreed between the Parties that all
contingent liabilities and legal cases pending in respect of the Unit,
shall be transterred by the Seller to the Purchaser and the Purchaser
is solely liable in respect of such contingent liabilities from the
Signing Date and the Seller shall have no liabilities whatsoever in
such respect.”

4. Earlier, the Workmen have approached the Labour Court in R.D Case
No 15 of 2006 which was finally decided on 7.6.2007 and recovery of

amount of Rs.1938486/- was determined.

5. Matter remained pending and no immediate orders were passed for
execution. Later on, on basis of orders passed by this Court, recovery
citation was issued to recover aforesaid amount from petitioner i.e.
purchaser which is challenged in the present Writ Petition. Aforesaid

recovery citation is mentioned hereinafter:

“PUIT IuYh 9T 30 P P U HEA-2630/98 i
10.05.2013 &1 H& o BT BT W, fGFd GRI AU IRh v &
Ty § H-Solo Iy A+t g = e R fafics <alRar &
T R A9 gHh IR Beg Uofdto &AM ®UAT-19,38,486.00 Y
EERTISY T It B e IR FHTUT-SIRT - i ST D 51 ITfh
& G H RoTlodIe TEl-15/2006 W $H PRI GRT SR agei!
THTUI-US HR1-8042-44/510 R0 3R 0El0-15/2006 f&HTd 05.07.2007
% o9 H IMMUDI VTR IG H T-ed SIHeTor gasht siama,
gTRep, faorft, AT, SR U a1 & Pt gR I T G-I
BUY-1938486.00 B S& IAM xR Bg So¥o Iienfie faare
ANfAFRIT-1947 6 URI-6-TA 0-(1) & IFAId (TII-TFF TR FNfer)
I IRPR gRT U MR, fo Ied TReR A Sh 1A= & gy
'11-U' & 31 SIS GRT YR (STARIE) PR 3T B, BT TRIRT vl
§U AT A0 e € 1o Ith geRIfeT Ua1-19,38,486.00 (/UdT-S=id
TR 3T 8ok IR T feaT 7)) T HEd 38 IR Hed Trofelo
& HATINSTDT I Y-SR T Hifdl Il PRIPR 9o IFC b AL I 3
BT DT ol BT HE I | I P SMINh AR DTS agett TR <F &1 ol
I DI gl o FaEIeiD! F Hi S|

6. Sri S.B.Singh, Advocate appearing for Sri 1.B.Yadav, learned counsel

for the petitioner submitted that determination of recovery was prior to
agreement entered into between parties 1.e prior to sale, therefore, it
could not be a liability of the petitioner, but liability would fall on the
State i.e U.P. State Sugar and Cane Development Corporation, Ltd.
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7. Learned counsel for the petitioner in support of his submissions has

placed reliance on judgement passed by Supreme Court in Wave
Industries Pvt. Ltd. vs. State of U.P. & Ors, 2022 SCC Online SC 1721.

Relevant paragraphs being 9 to 18 are reproduced hereinafter:

“9. Clause 2.6 speaks of transter of contingent liabilities and it
provided that all contingent liabilities and legal cases shall be
transterred by the seller to the purchaser and purchaser is solely
liable in respect of such contingent liabilities from the signing date
and the seller shall have no liabilities whatsoever in such respect.
Clause 2.6 reads as under:—

“2.6 It is hereby further agreed between the parties that all
contingent liabilities and legal cases pending in respect of the
Unit, shall be transferred by the Seller to the Purchaser and the
Purchaser is solely liable in respect of such contingent liabilities
from the Signing Date and the Seller shall have no liabilities
whatsoever in such respect.

10. Clause 12 speaks of payment of taxes and stamp duty and it is
stated that after signing date the purchaser shall be liable and
responsible for all obligations or liabilities in respect of the
operations and activities of the unit after the signing date. The
following sub-clauses of Clause 12 being relevant are extracted:—

“12.1 The purchaser shall save as herein expressly provided, bear,
pay and discharge all assessments, rents, taxes, outgoing and
impositions of whatsoever nature relating or pertaining to the
operations and activities of the Unit pertaining to the period after
the Signing Date. The Purchaser shall be liable and responsible for
all obligations or liabilities arising from or in respect of the
operations and activities of the Unit of the Seller after the Signing
Date.

12.2 The purchaser shall bear, pay and discharge all liabilities,
obligations, assessments, rents, rates, taxes, outgoings and
impositions of whatsoever nature relating or pertaining to the
operations and activities of the after the signing date.

12.3 Save and except as herein otherwise provided, the Purchaser
shall bear and pay the stamp duty, registration charges and sales
tax or any other applicable tax, if any payable, on or in respect of
the Transfter of the Unit.

12.4 Capital Gains Tax, if any payable in connection with the
Transter contemplated under this Agreement, shall be borne by the
Seller.”

11. The sale deed was executed on 4.10.2010 for a total
consideration of Rs. 13.94 crores and the agreement dated
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17.7.2010 was made part of the sale deed. Clause 8(d) of the sale
deed reads as under:—

“8(d) All taxes, levies, cesses or any charges in respect to the
Unit/Land, whether levied by a government authority, such as
municipal or property tax that are due up to the date of Agreement
(“Signing Date”) have been paid in full by seller.

12. Further Clause 9 of the sale deed reads as under:—

“9. The Seller shall be liable to bear all assessments, rents, rates,
taxes outgoing and imposition of whatsoever nature relating or
pertaining to the Unit up to the Signing Date and thereafter, the
same shall be the liability of the Purchaser.

13. In the speaking order dated 7.6.2016, the appellant's
representation was rejected and the liability of duty, interest, and
penalty, for the period prior to the date of purchase of the Amroha
unit has been fastened on the appellant. The same is premised on
clause 2.6 of the Slump Sale Agreement which stated that all
contingent liabilities and legal cases pending in respect of the unit
shall be transterred by the UPSSCL to the purchaser and the
appellant as the purchaser shall be solely responsible in respect of
the contingent liabilities on or after the signing date.

14. While rejecting the challenge of the appellant to the speaking
order dated 7.6.2016, the High Court relied on clause 2.1 of the
agreement and adverted to the expression “except excluded
liabilities in the said clause” and held that it means liabilities
claimed till signing date which are retained or settled by the Seller
and since tax liabilities are not shown to be part of the “excluded
liabilities” and since clause 2.4 provides for transfer of all
contingent liabilities and legal cases in respect of the unit, to the
purchaser, the recovery of such contingent liabilities after the
signing date would only be from the purchaser and not from the
seller. The appellant’s challenge to the speaking order was thus
negated and the writ petition came to be dismissed upholding the
speaking order holding that the disputed liabilities are to be borne
by the purchaser.

15. The questions to be answered here are (1) whether the dues
arising out of the operations and activities of the sugar unit prior
to the date of acquisition is to be borne by the seller and whether
subsisting dues arising out of transactions occurring on dates prior
to the sale, can be characterized as contingent or conditional
liability or is it an accrued liability which may be computed or
discharged at a subsequent date; (2) Whether a purchaser of a
sugar mill could be treated as a dealer or service provider as an
entity liable for discharging dues even if they had not been acting
as a dealer or service provider or otherwise as an entity on whom,
liability could be fastened; (3) Whether the speaking order is
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vitiated, due to conflict of interest, a point which the impugned
order does not indicate was argued before the high court.

16. There is no dispute that the liability towards the duty in
question for the Amroha unit are In respect of business
transactions for the period anterior to the signing date of the
Slump Sale Agreement. Moreover assessment orders and recovery
citations have been issued by the taxing authorities in the name of
the UPSSCL. Theretore, can such liability for transactions prior to
the Slump Sale Agreement dated 17.7.2010 be fastened on to the
purchaser.

17. In Bharat Earth Movers v. Commissioner of Income Tax,
Karnatakal, on the issue of contingent liability, Justice R C Lahoti
in his opinion, which has stood the test of time, on behalf of the
three Judge Bench stated the following:—

“4. The law is settled : if a business liability has definitely arisen
in the accounting year, the deduction should be allowed although
the liability may have to be quantitied and discharged at a future
date. What should be certain is the incurring of the lLability. It
should also be capable of being estimated with reasonable
certainty though the actual quantification may not be possible. If
these requirements are satistied the liability is not a contingent
one. The liability is in praesenti though it will be discharged at a
future date. It does not make any difference if the future date on
which the liability shall have to be discharged is not certain.”

18. In the case in hand, the business liability for the Amroha unit

had definitely arisen out of the operation of the unit during the
period before the same was sold to the appellant, although the

liability is to be quantified and discharged at a future date. When

the liability 1s capable of being estimated with reasonable

certainty, the liability is not to be treated as a contingent one and
should be considered as a liability which may be discharged at a

future date. Such being the position in law and the liability in
question not being a contingent one, the same cannot in our view
be fastened on the purchaser who were not operating the unit,
prior to the Slump Sale Agreement dated 17.7.2010.”

(Emphasis Supplied)
8. By referring the above referred judgment, learned counsel for the

petitioner submitted that recovery certificate issued against the petitioner

be set aside.

9. Per contra, Sri A.K.Srivastava and Sri Shyam Narain, learned counsel

for the respondents have referred the contents of conditions of sale,
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specifically Condition No. 9 which is reproduced hereinafter that

impugned liability was rightly imposed on the petitioner.

“9. The Seller shall be liable to bear all assessments, rents, rates,
taxes outgoing and imposition of whatsoever nature relating or
pertaining to the Unit up to the Signing Date and thereafter, the
same shall be the liability of the Purchaser.”

10. I have considered the above submissions and perused the records.

11. The aforesaid fact of transfer of sugar mill to U.P. State Sugar and
Cane Development Corporation, Ltd. and subsequently sold in favour of

petitioner is not denied.

12. Interpretation of aforesaid two clauses is required to be considered in
light of Wave Industries (Supra) that whether such liability would fall on

the petitioner or not.

13. This Court has passed an interim order on 27.05.2013 and in
pursuance of it, half of the amount was deposited by the petitioner and
half of the amount was deposited by the U.P. State Sugar and Cane
Development Corporation, Ltd.

14. There is no document on record, whether before the recovery citation
was issued it was dealt with or not that whether petitioner would be
liable to payment or not in reference to above referred clauses, which
ought to have been considered, therefore, instead of deciding the issue
referred above by this Court at first instance, it is directed that the
competent authority at State level would consider it in light of
subsequent events as well as taking note of referred clauses or any other

relevant clause of the agreement.

15. In view of the above, it is observed that in case, petitioner files an
application within a period of 4 weeks mentioning all details on facts as
well as on law, concerned respondent will consider it in light of above
observation and on basis of its outcome, if necessary, recovery citation
can be issued against the petitioner, otherwise liability will fall only on

the State Government.



WRIC No. - 30136 of 2013

16. Aforesaid exercise be concluded within a period of 6 months.

17. As referred above, since half of the amount has been deposited by the
petitioner and half of the amount by the State Government, it is directed
that said amount shall remain deposit subject to outcome of decision of

the State Government as directed above.

18. With aforesaid observations and directions, this writ petition is

disposed of.

(Saurabh Shyam Shamshery,J.)

October 8, 2026
SB
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