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These appeal sinvolve a pure question of law as to
whet her an award by whi ch residue assets of a partnership
firmare distributed anongst the partners on dissolution of
the partnership firmrequires registration under Section 17 of
the Registration Act, 19087

Briefly the facts are that a partnership firmwas
constituted conprising of four persons belonging to the
sane famly. Disputes and differences arose between the
partners which were ultimately referredto arbitration. The
arbitrators made an award on 2nd Cctober, 1972. The award
was chal | enged by way of objections filed under Section 30
of the Arbitration Act, 1940 by some of the partners. The
objection petition was contested by the other partners who
prayed that the award be made a rule of the Court. /The
grounds of challenge to the award included m sconduct on
the part of the arbitrators as well as another ground 'that the
award required registration under Section 17 of the
Regi stration Act. The trial Court accepted both the
obj ections hol ding that there was m sconduct on the part  of
the arbitrators as also that the award was required to be
conpul sorily registered and since it was not registered it
was i nadm ssible in evidence. This decision of the trial court
was chal | enged before the High Court by way of a G vi
Revi sion filed under Section 115 of the Code of Civi
Procedure. The High Court found that in the facts and
circunstances of the case it could not be said that there was
any | egal msconduct on the part of the arbitrators.” Thus the
first ground of attack against the award was found to be
unsust ai nabl e. However, the Hi gh Court accepted the
finding of the trial Court on the second ground, that is, the
award was required to be compul sorily registered. Since the
award was unregistered, it could not be made a rule of the
Court. Hence the present appeals.

We have carefully perused the award in question. By
the award the arbitrators have distributed the assets of the
di ssol ved firm between the partners in accordance with their
respective shares in the partnership. The real question for
consi deration is whether such an award ampbunts to creation
of or transfer of any fresh rights in novable or imovable
properties so as to bring it within the anbit of Section 17 of
the Registration Act? A perusal of the award shows that it is
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sinply a case of distribution of assets of the dissolved firm
anongst the partners thenselves. A partnership firmis not

an independent legal entity, the partners are the real owners
of the assets of the partnership firm Actually the firm name
is only a conpendi ous name given to the partnership for

sake of convenience. The assets of the partnership bel ong

to and are owned by the partners of the firm So long as
partnership continues each partner is interested in all the
assets of the partnership firmas each partner is owner of

the assets to the extent of his share in the partnership. On
di ssolution of the partnership firm accounts are settled
amongst the partners and the assets of the partnership are

di stributed anongst the partners as per their respective
shares in the partnership firm Thus, on dissolution of a
partnership firm the allotnment of assets to individual partner
is not a case of transfer of any assets of the firm The
assets whi ch hereinbefore bel onged to each partner, wll

after dissolution of the firmstand allotted to the partners

i ndividually. ~There is no transfer or assignnment of

owner ship in any of the assets. This is the |ega

consequence of distribution of assets on dissolution of a
partnership firm The distribution of assets may be done
either by way of an arbitration award or by mutual settlenent
bet ween the partners thensel ves. The document which

records the settlement in this case is an award which does
not require registration under Section 17 of the Registration
Act since the docunent does not transfer or assign interest

in any asset. This question stands concluded by a decision

of this Court in S.V. Chandra Pandian and Ot hers vs. S.V.

Si val i nga Nadar and others [ (1993) 1 SCC 589]. This was

al so a case of distribution of assets of a dissolved firm by
way of an award. This Court noticed that the award read as

a whole made it clear that the arbitrators had confined
thenselves to the property belonging to the partnership firm
and had scrupul ously avoi ded other properties. While
distributing the residue assets, the arbitrators allocated the
properties to the partners. Section 48 of the Partnership Act
was applied and the properties were allocated to the

partners as per their share on the distribution of the residue.
The award sought to distribute the assets of the partnership
firmafter settlement of accounts on dissolution. ~This Court
took the view that the property falling to the share of the
partner on distribution of the residue would naturally bel ong
to himexclusively "but since in the eye of law it is noney
and not an inmmovabl e property there is no question of

regi stration under Section 17 of the Registration Act." It was
further observed "even if one | ooks at the award as

al l ocating certain inmovabl e property since there is no
transfer, no partition or extinguishment of any right therein
there is no question of application of Section 17(1) of the
Regi stration Act." As observed in the above case, ‘in the
present case also we are satisfied that the award seeks to
distribute the residue after settlenent of accounts on

di ssolution, while distributing their residue the arbitrators
al l ocated the properties to the partners. The award in such
circunstances did not require registration under Section 17
(1) of the Registration Act.

The | earned counsel appearing for the respondents
was unable to contest this | egal preposition which stand
concl uded on the basis of the above mentioned deci sion of
this Court, however, he sought to rely on an earlier decision
of this Court in Ratan Lal Sharma vs. Purshottam Harit
[(974)1 SCC 671). The said decision was noticed by this
Court in Pandian’s case (supra) and was expl ained. The
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said case is clearly distinguishable. It need not detain us
fromconcluding that the award in the present case did not
require registration under Section 17 (1) of the Registration
Act. The appeals are accordingly allowed. The judgnment of
the Hi gh Court is hereby set aside. The result would be that
the objections against the award dated 2nd October, 1972
stand rejected and the award is ordered to be nmade a rul e of
the Court. Decree to followin ternms of the award. Both the
appeal s stand di sposed of. There will be no order as to
costs.




