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1. EXECUTIVE SUMMARY & KEY HIGHLIGHTS

In this significant property law precedent, a Division Bench of the Supreme Court speaking
through Justice B.P. Jeevan Reddy qualified the traditiona doctrine that timeis not of the
essence in contracts for the sale of immovable property. The Court held that whiletimeis
presumed not to be of the essencein real estate transactions, this equitable presumption does
not mean that time limits specified in agreements can be ignored with total impunity.
Emphasizing modern economic realities, high inflation, and steep escalation of urban property
values, the Court ruled that total inaction, passivity, and unexplained delay by a purchaser

for two and a half years disentitles him to the discretionary relief of specific performance
under Section 20 of the Specific Relief Act, 1963. Granting specific performance after years
of purchaser slumber would grant an unconscionable and unfair advantage over the vendor.

*  Presumption That Time Is Not of Essence Qualified: The equitable rule that timeis not of
the essence in immovabl e property sales does not grant a purchaser license to sleep over
hisrights indefinitely.

* Judicia Notice of Urban Land Price Escalation: Courts must take judicial notice of rapid
inflation and galloping real estate prices; decreeing stale agreements causes grave
injustice to vendors.

* Tota Inaction Negates Section 16(c) Readiness.Complete silence and inaction by the
purchaser for two and a half years without issuing notice or tendering balance
consideration defeats specific performance.

* Equitable Discretion Under Section 20:Discretion to grant specific performance must be
guided by sound judicial principles; relief must be refused where delay confers an unfair
advantage on the buyer.

* Restoration of Advance Money:While dismissing the suit for specific performance, the Court
balanced equities by directing the vendor to refund the advance earnest money with
interest.

2. FACTUAL MATRIX & IMPUGNED PROCEEDINGS

On December 15, 1978, an agreement of sale was executed by the appellants (vendors) in favour
of the respondent (purchaser) agreeing to convey aresidential house property in Madurai for a
total sale consideration of Rs. 60,000. An earnest money advance of Rs. 5,000 was paid on the
date of the agreement.

The agreement expressly stipulated that the vendors would get the property vacated by tenants
and execute the registered sale deed within six months (i.e., on or before June 15, 1979) upon
receipt of the remaining balance consideration of Rs. 55,000.

During the entire six-month period and for more than two years thereafter, the purchaser took
absolutely no steps: he made no tender of the balance consideration, issued no notice, and
made no inquiry as to whether the tenants had vacated.

It was only on July 11, 1981 -- two and a half years after the agreement -- that the purchaser
issued alegal notice calling upon the vendors to execute the sale deed. The vendors promptly
replied on July 20, 1981, stating that the agreement had been cancelled due to the purchaser's
default and failure to pay within the agreed timeline.

The purchaser filed a suit for specific performance in the Subordinate Judge's Court, Madurai.
Thetrial court dismissed the suit, finding the purchaser was not ready and willing. The
Madras High Court reversed on appeal, holding that time was not of the essence and decreed
specific performance. The vendors appeal ed to the Supreme Court.

3. RATIO DECIDENDI (VERBATIM COURTROOM HOLDING)

Per B.P. Jeevan Reddy, J. (for the Bench):
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"10. It has been consistently held by the courtsin India, following the principles of English
law, that in the case of agreement of sale of immovable property, timeis not of the essence
of the contract. But this does not mean that timeisnot at all of any significance or that a
purchaser can sleep over hisrights for years and then suddenly wake up and ask for specific
performance. The court cannot be oblivious to the economic conditions and the galloping
escalation of prices of urban immovable propertiesin India."

"11. In the agreement before us, the period of six months was specifically stipulated for
performance. The purchaser did nothing during those six months; he did not pay or tender the
balance consideration; he did not demand that the tenants be evicted; he did not issue any
notice. He kept quiet for two and a half years. There is no explanation whatsoever for this
total inaction and delay. Even in the case of urban properties where timeis not of the
essence, the purchaser must show that he was ready and willing to perform his part of the
contract within a reasonable time."

"14. In the case of sale of immovable property there is no presumption that time is the
essence of the contract. Evenif it is not of the essence of the contract, the Court may infer
that it isto be performed in areasonable time if the conditions are: (1) from the express
terms of the contract; (2) from the nature of the property; and (3) from the surrounding
circumstances, for example, the object of making the contract. Rigorous adherence to the old
English doctrine evolved in the 19th century in an era of stable land prices produces grave
injustice today."

"15. Section 20 of the Specific Relief Act confers a discretionary jurisdiction upon the court

to grant or refuse specific performance. This discretion has to be exercised on sound and
reasonable judicia principles. Where the purchaser has been guilty of total inaction and

delay for over two and a haf years, and during that interval property values have escalated
substantially, granting specific performance would give the purchaser an unfair advantage over
the vendor. Under Section 20(2)(a), the court is fully justified in refusing specific

performance. We accordingly set aside the judgment of the High Court and restore the dismissa
of the suit, directing refund of the advance sum of Rs. 5,000 with 12% interest."

4. OBITER DICTA & JUDICIAL OBSERVATIONS

Limitation Period vs. Lachesin Equity:

The Court observed that merely because a suit for specific performanceisfiled within the
three-year period of limitation under Article 54 of the Limitation Act, 1963, it does not
follow that the court is bound to decree specific performance. The law of limitation bars the
legal remedy after three years, but equitable relief under the Specific Relief Act may be
denied much earlier on grounds of unexplained delay, abandonment, and laches.

Unfair Advantage to Defaulting Purchasers:

The Bench stressed that inflation and real estate booms create amoral hazard: purchasers
often invest nominal advance money, wait speculatively while property prices appreciate, and
then seek to capture the entire capital gain at the vendor's expense. Equity will not assist a
speculative purchaser at the cost of an innocent vendor.

5. POINTS OF LAW FRAMED & ANSWERED

Legal Issue Framed Supreme Court's Holding
Does the presumption that timeis not of the No. The Supreme Court held that total inaction
essence allow a purchaser to enforce an agreement and unexplained delay defeat the claim for
after years of total inaction? specific performance, as time limits cannot be
ignored with impunity in inflationary conditions.
How does steep escalation of land prices affect Escalation of land prices during a period of
the court's discretion under Section 20 of the purchaser delay creates an unfair advantage in
Specific Relief Act? favour of the purchaser, justifying the court in
refusing specific performance under Section
20(2)(a).
Does filing a suit within the 3-year limitation No. Compliance with the statutory period of
period under Article 54 guarantee a decree of limitation does not eliminate the equitable
specific performance? requirement of promptness and continuous

readiness and willingness under Section 16(c).

6. STATUTORY FRAMEWORK & MODERN LEGISLATIVE ALIGNMENT

URBAN RIGHTS LEGAL CONSULTANTS | SUPREME COURT ARCHIVE -- CERTIFIED RECORD

Page 2



K.S. Vidyanadam v. Vairavan | SUPREME COURT OF INDIA

Precedent Reference / Former Modern Act (BNSS/BNS/BSA/ Doctrinal & Procedural Analysis
Statute CPA)

Specific Relief Act, 1963 - Specific Relief Act, 1963 - While 2018 amended Sec 10 to make
Section 20 (Pre-2018 Section 10 & 16(c) (Post-2018 specific performance mandatory,
Discretionary Regime) Regime) Section 16(c) retains the strict

requirement of continuous
readiness and willingness;
Vidyanadam principles remain

fully active.
Limitation Act, 1963 - Article 54 Limitation Act, 1963 - Article 54 Article 54 provides a 3-year
(Preserved) limitation from the date fixed

for performance; however,
equitable laches and inaction
within the 3-year period can

still bar relief.
Indian Contract Act, 1872 - Contractual Timelines & Section 55 governs consequences
Section 55 Performance of failureto perform at fixed

times; where time is not
originally essence, it can be
made essence by reasonable
notice.

7. SUBSEQUENT JUDICIAL TREATMENT & LINEAGE

*  Saradamani Kandappan v. S. Rgjalakshmi (2011) 12 SCC 18:Strongly reaffirmed Vidyanadam,
calling for a complete reassessment of the presumption that timeis not of the essencein
urban property contracts.

* Shenbagam v. K.K. Rathinavel (2022 SCC OnLine SC 71):Applied Vidyanadam to hold that
inaction during an era of soaring land values negates the purchaser's claim for specific
performance.

*U.N. Krishnamurthy v. A.M. Krishnamurthy (2022 SCC OnLine SC 840):Relied on Vidyanadam to
dismiss a suit where the purchaser slept over hisrights for years despite escalating land
value.

* Katta Sujatha Reddy v. Siddamsetty Infra Projects (2023) 1 SCC 355:Cited Vidyanadam on the
equitable limits of specific performance in long-delayed real estate transactions.

8. PRACTICAL LITIGATION PLAYBOOK & STRATEGIC CHECKLIST

* Maintain Constant Documentary Trail:Issue formal written notices of readiness well before
the contractual deadline expiresto dispel any allegation of slumber.

*  Demonstrate Financial Capability:Keep balance funds readily available in bank accounts or
fixed deposits to prove unbroken Section 16(c) readiness.

* Place Vendor in Breach Promptly:Serve aformal notice making time of the essence if the
vendor failsto clear encumbrances or tenants within the agreed window.

* File Suit Without Delay:Institute the suit for specific performance immediately upon
expiry of the notice period, avoiding gaps that opponents can characterize as laches.

* Document Purchaser Inaction:Highlight every month of purchaser silence; prove that no
tender of balance money or draft conveyance was ever submitted.

*  Produce Evidence of Land Price Escalation:Place circle rate revisions, registered sale
deeds of neighbouring plots, and valuation reports on record to prove steep inflation.

*Invoke Section 16(c) SRA:Argue that unexplained delay demonstrates absence of continuous
readiness and willingness from the date of the contract to the date of hearing.

*  Offer Refund With Interest: Concede refund of the earnest money advance with reasonable
commercial interest to present the vendor as an equitable, fair-minded party.
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