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THE KERALA REVOCATION OF ARBITRATION CLAUSES AND.
REQPENING OF AWARDS BILL, 1998 I

_Subject Committee ITI, Irrigation and Power 10 which The Kerala -
Revocation of Arbitration Clauses and Redpening of Awards Biil, 1998

' .was referred, considered’ the Bill clause by. clause and now submits ‘this, its

Report with the Bill asreported by the Committee annexed thereto.

{2) The Kerala Revocation of Arbitration C]ausés and Rcobening of

Awards Bill, 1998 was published asa Gazette Extraordinary dated March 24,

1998. The Bill ‘was introduced in the Assembly on March 31, '1998 and

. was referred to the Subject Committee on the same day.

(3) The Committee considered tlie Bill clause by clause atits mecting
heldon April 1;1998. ' ‘ . o

(4) The Committece recommends to‘adopt thé Bill 'withqut any

- modification. ‘

(:3) Minutes of dissent is appended.

- ' Chairman, .,
Subject Committee—I11..~
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to provide for the cancellation of arbitration clavses in agmmmts execuled My terms - af
the local competitive bidding specification, for the revocalicn of cuthority of  the
arbitrators appointzd under such agree ments, for filing of appeals by the Government
¢ against certain awards and decrees in arbilration cases and for e.xrrndmg the period

of Imumtmn  for filing such appeals. . e L

. Preamblc ~WHEREAS the Kallada Iirigation Projeci, the h:pest
Irrlganon Project in the State of Kerala, was started in the year 1961;

AND WHEREAS the said project was in receipt of ﬁmncra! avsm'mce
from "the World Bank from June, 1982 to March 1989; _
.« AND WHEREAS « a special condition, namely, the local competitive
bidding specification envisaged by the World Bank Authorities was included
as desired by the World Bank in the agreements relating to works connected
w:th the said Imgahon Project; . '

. [ t n an +f

AND WHEREAS clauses 51 and 52 of the said local compcutwe
bidding specification provide for the “settlement of matters in disputé or
difference through arbitration; o ‘

» L

4 AND WHEREAS inclusion of ,arbitration clauses:in . the agrecments,
cxecuted in terms of the local compcmwe blddmg specification was with a
view to enable thc speedy settlementof m'tttc-r‘; in dmputc or difference in a

just and equitable manner; ., . ey A

~ AND WHEREAS the arbitration references did not have the demred
effect as sevcral arbitrators have wrongly and arbitrarily awarded iincon-
scionable amounts against provisions of agreements and,without maicrials

on record in collusion with the claimant contractors and officials of "the
depqrtmcnt causing hc:wy 1053 to the Statc. v T e 1,

- B A P LS
AND WHIEREAS the G0vcrnmcnt considered it nece“axy » in public

interest, to cancel the arb:trat:on clauses in the agr cemcnts exccuied in terms

SO o o
”,

[
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of the local competitive bidding specification, to revoke the authority of the
arbitrators appoiuted thereunder and to enable the filing of appeals against
the awards or decrees already passed in certain arbitration references in respect
of which the period of limitation has expired;
i . L]
BE it enacted in the Forty-ninth Year of the Republic of India as follows:— _ '

1. Short title, exisnt , commencement and application.—(1) This  Act may \
be called the Kerala Revocation of Arbitration Clauses and Reopening of Y

Awards Act, 1998, ‘ \
(2) Tt extends to the whole of the State of Kerala.

(3) It shall he deemed to have come into force on the 14th day of
November, 1997.

(4) Tt shall apply toall agreements cxecuted in terms of the local
‘competitive bidding specification. :

2. Definitions.—(1) In this Act, unless the context otherwise requires—

{a) “agreement” meang an agreement execcuted in terms of the
local competitive bidding specification for various works of the Governiment
of Kerala; : o

) “local competitive bidding specification’. means the local
competitive bidding specification adopted by the Government in their Order
G.O. (Ms) No. 3/81/T &R dated the 20th January, 1981,

(2) Words and expressions used bur not defined in this Act and
tlefined in—

ta) the Arbitration Act, 1940 {Central Act 10 0f 1940); or T
{b) the Arbitration and Conciliation Act, 1996 (Central ‘Acta
26 of 1996), in relation to arbitration proccedings commenced
onor after the 25th day of January, 1996.

shall have the meanings, respectively, assigned to them in those Acts.

3. Cancellation of arbitration clauses and vevocation of authority of arbitrator.—
(1} Notwithstanding anything centained in the Indian Contact Act, 1872
(Central Act 9of 1872) or in the Arbitration Act, 1940 . {Central Act 10 of 1940)
or in the Arbitration and Conciliation Act, 1996 (Central Act 26 of 1996)
or in any other law for the time being in {orce or n any judgement, decres
ororder of any court or other authority or in any agrcement or other
insiromeént,— . . .

(i) the arbitration clauses in every agreement shall stand cancelled;



—— A . B
‘ (i) the authority of an arbitrator appointed _under zn'agrcemenk
« 7' referred toin clause (i) shall stand revoked;tand ~ #% + + -
- - B o
¢ (i) any agreement referred to in clause (i) . shall ceasc ‘to have
N . cffect in so far as it relates to the matters in disputc or difference
a X ' referred, A - . o
K < . . "’ 4 - - . A "s*:C)
v with effect on and from the date of commencementof this Act. Y.
. e
. .
{r - (2) . Nothing in sub-section (1) shall be a bar for any party o ap

agrecment to file a suitin the court having jurisdictionin_the matter o which

the agreement relates and all questions regarding the validity or effcct of the

. agreement between the partics to the agreement or persons claiming under

them and all matters in dispute or difference between the parties to the agree-

E ment shall be decided. by .the Court, as if the arbitration clauses had ncver.

been included in the agrecment, . -

4. Period of limitation for filing siits.—Notwithstanding anything contained
in the Arbitration Act, 1940 (Central Act 10 of 1940} or in the
Arbitration and Conciliation Act, 1996 (Central Act 26 of 1996) or in the
Limitation Act, 1963 (Central Act 36.0f1963), a suit under sub-scction (2) of
scction 3 may be filed within siX months from the date of comniencement of
this Act or within such period as is allowed by the provisions of the Limitation
Act, 1963 (Central Act 36 of 1963), in relation to such suits, whichever is
later.

* 5. Power of Government to file appeal against certain  awards—Notwithe
standing anything contained in thc Avbitration Act, 1940 (Central Act
10 of 1940) or in the Arbitration and Conciliation Act, 1996 (Central Act
26 of 1996) or in the Limitation Act, 1963 (Central Act 36 0f.1963) or in
any other law for the time being in force or in any judgement; decree ororder

“of any court or other authority or in any agreement or other instrument,
where it appears to the Government that any award passed is not in accordance
with the terms of the agreement or there was failure to produce relevant data
or other particulars before the Arbitrator  before passing the award or the -
award passcd is of unconscionable amounts, they may file appeal against
such award within ninety days of the datc of commencement of this Act.

4

6.  Procedure before court.—Lor the removal of doubts, it is hércby clarified
that the provisions of the Codc of Civil Proceduire, 1908 (Central Act 561 1908),
shail apply to all proceedings before court and to all appeals under this Act.

7. Arbitration Act not to apply.—The provisions of this Act shall apply

“to any proceedings instituted under this Act notwithstanding anything

inconsistent herein with the provisions of the Arbitration Act, 1940 (Central

Act 100£1940) or the Arbitration and Conciliation Act, 1996 (Central Act 26
~of 1996) or any other law for the time being in force.

_— . L a -
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8. Repeal and saving—(1) The Kerala Revocation of Arbitration
Clauses and Reopening of Awards Ordinance, 1998 (6 of 1998), is hercby
repealed. . ' - :

(2) Notwithstanding such repeal, anything done or deemed to have !
been done or any action taken or deemed to have been taken under the said :
Ordinance shall be deemed to have been done or taken vuder this Act. ‘\

p 7 R. Rajzvora Banu, \ -
Secretariat of the Kerala Legistature, . Secrelary.

Thiruvananthapuram,
April 3, 1998,
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Tenth Kerala Legislative Assembly .
Bill No. 107

~

THE KERALA REVOCATION OF ARBITRATION CLAUSES |
.AAND RE-OPENING OF AWARDS BILL, 1997 '

4
Bill

to provide for the cancellation of arbitration clauses in. agreements execuled in lerms

of the local competitive bidding specification, for the revocation of anihority of the

arbitrators appointed under such agreements and for filing of appeals by the

Government  against awards in respect of whick the period of limitation has

expired.

Preamble ~~WHEREAS the Kallada Irrigation Project, the largest
Irrigation Project in the State of Kerala, was started in the year, 1961;

AND WHEREAS the said project avas in receipt of financial assistance
from the World Bank from June 1982 1o March, 1989;

AND WHERVAS a spccial | conditions, namely, the local competitive
bidding specification envisaged by the World Bank Authoritics was included as
desired by the World Bank in the agrecments relating to works conneeted
with the said irrigation project;

AND WHEREAS clauscs 5] and 52 of the said local compctitive bidding
specification  provide for the sctlement of matters in difference  through
arbitration;

AND WHEREAS inclusion of arbitration clauses in the agreements
executed in terms of the local competitive bidding specification was with a
view to enable the tpeedy settlement of matters in diffcience in a just and
cquitable  manner;

AND WHERFEAS the arbitration references did net have the desired
cffect as several arbitrators have arvbirarily awarded unconscionable amounts
in collusion with the claimant-contractors causing heavy loss to the State;

v

2/4936/97/MC
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AND WHEREAS  the Government consider it necessary, in the public
intérest to cancel the arbitration clauses in the agreements executed in terms
ol the jocal competitive bidding specification to revoke the authority of the
arbitrators appointed thercunder and to file appeals against the awards
alrcady passed in certain arbitration refcrences in respect of which the
period of limitation has expired;

BE it enacted in the Forty-cighth Year of the Republic of India as ‘
follows:— _ .

L. Short natle, extent, commencement and application—(1) This Actmay be e
called the Kerala Revocation of Arbitration Clauses and Reopening of
Awards Act 1997. o

(2) Itexiends to the whole of the State of Kcrala.

(3) 1t shall be deemed to have come into force on the 14th day of
November, 1997, . t

(4) Ttshall apply to all agrecments cxecuted in terms of the local
competitive Didding  specification.

T

2. D:finitions—(1) In this Act unless the context otherwise requires,—

(=) ‘agrecment’ means an agreement execated in terms of the local
competitive bidding specification;

(b) “local competitive bidding specification’ mcans the focal competi-
tive biddimg specification adopted by the Government in their
Oider G O, (Ms) No. 13/81/T&R dated the 20th January, 1981, v

(2) Words and expressions used but not defined in this Act and

defined in the Avbitration and Conciliation Act 1996 (Central Act 26 OYIQQG)A,‘\,

¥

shall have the mcanings respeciively assigned  them in that Act,

3. Cansellation of arbitration :latses and revocation of authorily of arbitrator.—
(1) Notwithstanding anything coatained in the Indian Contract Act 1872,
(Central Act @ of 1872) ovin the Arbitration and Conciliation Act 1996
(Central Act 25 of 1995} or in any other law for the time being in force or in
any judgement, decree or order of any court or other authority or in any
agrecmenl o7 other  1nstrument,—

(1) the arbilration clauses in any agreeiment shall stand cancelled;

(i1} the auhority of an arbitrator appointed under an agreement
referred to 1 clause (i} shall stand revoked; and
{iis)  any agreement refirred o in clause {i) shall cease o have effect
m so far as itrelxtes to the matter in difference referred,
with effect on and from the date of comunencement of this Act.



{2} Nothing in sub-section (1) shall be a bar for the aggrieved party
to an agreement to file asuit in the court having jurisdiction in the matter to
which the agreement relates and all questions regarding the validity of effect
of the agreement between the parties to the agrecment or persons claiming
under them or any matter in difference between the partics to the agreement
shall he decided by the court, as if the arbitration  clauses had not been
included in thc  agrcement. ' !

“

4. Period of limitation Jor filing  suits.—Notwithstanding anything con-
tained in the Arbitration and Conciliation Act, 1996 (Central Act 26 of 1996)
or in the Limitation Act 1963 (Central Act 36 ol 1963), asuit under sub-

‘secdon (2) of scction 3 may be filed within six months from the date

of commencement of this Act or within such period as is allowed by the

. provisions of the Limitation Act 1963 (Central Act 36 of 1963), in rclation
“to such suits, whichever is later.

5. Power of Government to file appeal against certain awards.—Notwith-
standing anything contained in the Arbitration and Conciliation Act 1996
(Central Act 26 of 1996) or in the Limitation Act 1963 (Central Act 36 of
1963} or in any other Jaw for the time being in force or in any judgement,
-decree or order of any court or other authority or in any agrecment or other
instrument, where it appears to the Government that any award passed
is not in accordance with the terms of the agrecment or there was failure
to produce rcicvant data or other particulars before the Arbitrator before
passing the award or the award passed is of unconscionable amounts, they
may file appeal against such award within nincty days of the date of
commencement of this  Act ' .

6. Procedure bsfore court. —For thic removal of doubts, it is hereby clarified
that the provisions of the Uode of Civil Procedure, 1908 {Centrai Act 5 of 1908)
shall apply to all "proccedings before court and to all appeals under this
Act, : .

7. drbitration  Act not 1o apply.—The provisions of this Act shall Jdpply
to any proceedings instituted under this  Act notwithstanding anytHing
inconsistent therein with  the provisions of the Arbitration and Conciliation

T Act, 1996 (Central Act 26 of 1996).

8. Repral and Saving—(1) The Kerala Revocation of Arbitration
Clauses and Reopening of Awards Ordinance, 1997 (19 of 1997) is hercby
repeaied. )

(2) Notwithstanding such repeal anything donc or any -action
taken under the said Ordinance shall be deemed to have been done or

taken . under this Act. ) . . . .
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STATEMENT OF OBJECTS AND REASONS

The Kallada Trrigation Project is the biggest Irrigation Project in Kerala.
Tt was started in 1961, The total cost as estimated then was Rs. 13.28
croves and a loan and credit agreement | as executed with the World Bank
for financing the project,. A special condition as cavisaged by the World \
Bank namely, the local competitive bidding specification as approved by the
World Bank authorities and sanctioned hy Government vide G.O. (Ms.) ,
No. 3/81/Ir.D) dated 20-1-1981 was included in the agreement as clauses 51 4

and 52 which envisages the seitlement of disputes through arbitration. The .

agreement with the World Bank was terminated with effect from 31-3-1989.

But mosit of the local competitive bidding contract works are yet to be com- =4
pleted and such contracts include arbitration clauses. fiventhough the :..-

original sanctioned cstimate for the project was Rs. 13.28 crores, the amount

so far expended on account of this comes to Rs. 457 crores.  Most of the.con-
tractors who took coniract works under local competitive bidding used to move i
for arbitration. Very huge, exhorbitant and unconscionable amounis were -
awarded by the Sole Arbitrators based on flimsy grounds, disregavding the
conditions of contract. The defence and counter claims. of the Department

hased on technical and legal grounds were not being considered or admitted

by the arbitrators. When the awards were challenged in the Courts by the
respondents, the Courts also over ruled the contentions of the Department and
decrees -were passed in terms of the award. These findings of the Court
facilitated a trend of awarding very huge amounts by the arbitrators. Govern-

ment have already paid Rs. 19.81 crores to satisly 146 arbitration claims and

that a further amount of Rs. 19.65 croves would be required to mect 142

claims -now pending before the Sub Courts.  Further, there are 55 claims

for over Rs. 17.17 crores now pending before arbitrators.  As such the total
liability on arbitration claims would come to over Rs. 60 croves excluding
interest. Reckoning interest also for total liability would be very huge.

The Workd Bank stopped their assistance froni October, 1989, Now the 4
entite  expenditure is being met by the State, from plan schemes. If thisd"’.
is allowed to be continued further, several cases are likelv to come up which™ &
will finally  lead to losses of several hundred croves of rupees to the State
exchequer. ' :

N - . " . - : .
2. In order to overcome the situation it was decided to cnact a Hew
legisiation to provide for the cancellation of arbitration clauses in agreements
executed in terms of the local competitive bidding specification, lor revocation

‘of authority of the arbitrators appointed under such agresmonis and for

filing appeals by the Governmeént against awards in respect of which the
period  of lmitation has expired. ‘

3. . As the Legislative: Asseimbly  was nol in scssion and as the above
proposals -had to be given effect to immediately, the Kerala® Revocation of
Arbitration Olausss and Reopening  of Awards Ordinance, 1997 was
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promulgated by the Governor of Kerala on the 13th day of November, 1997
and the samc was published as Ordinance No. 19 of 1997 in the Kerala
Gazetie Extraordinary No. 1556 dated the 14th November, 1997.

4 The Bill sceks to replace the said Ordinance by an Act of the State
Legislature. ' . _

. FINANCIAL MEMORANDUM

Clause 5 of the Bill provides for the filing of appeals by the Govermment
against certain awards. Expenditure by way of court fees, pleaders fees etc,
will be involved from the Consolidated Fund of the State on this account,
The cxpenditure on this account will depend upon the number of appeals.
The amount that may be involved on this account cannot, therefore, be
calculated with any degree of precision or accuracy at this stage. However,
an amount of onc crore rupeces is, approximately, estimated on this Account.
Additional expenditure, if any, may be met from the provisions available in
the budget for 1997-98 under Kallada Irrigation Project.

r

A. C. SHANMUKHADAS

GPT. 2/4936/97/MC.

1
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Tenth Kerala Legislative Assembly
. Bill No. 123

THE KERALA REVOCATI.ON'OF ARBITRATION CLAUSES AND
REOPENING OF AWARDS BILL, 1998

4
'

BILL

fo provide for the cancellation of arbilration clauses in agreements executed in terms of
the local competitive bidding specification, for the revocation of authority of the
arbitrators appointed under such agreements, for filing of appeals by the Government
against cerimn awards and decrees in arbitration cases and for extending the period
of limitation for filing such appeals.

Preamble—WHEREAS the Kallada Irrigation Project, the largest
Irrigation Project in the State of Kerala, was started in the year 1961;
" AND WHEREAS the said project was in receipt of financtal assistance
from the World Bank from June, 1982 to March 1989;

AND WHEREAS a special condition, namely, the local competitive
bidding specification envisaged by the World Bank Authorities was included
as desired by the World Bank in the agreements relaung to works connected
with the said Irrigation Project;

AND WHEREAS clauses 5t and 52 of the said local compctitivc
bidding specification provide for the settlement of matters in dispute or
difference through arbitration;

AND WHEREAS inclusion of arbitration clauses in the agreements
executed in terms of the local competitive bidding specification was with a
view to enable the speedy settlement of matters in dlsputc or difference in a
just and equitable manner; .

AND WHEREAS the arbitration references did not have the desired
cffect as several arbitrators have wrongly and arbitrarily awarded uncen-
scionable amounts against provisions of agreements and without materials
on record in collusion with the claimant contractors and officials of the dcpart-
ment causing heavy loss to the State;

2/1172/98/MC
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AND WHEREAS the Government considered it necessary, in public
interest, to cancel the arbitration clauses in the agreements excuted in terms
of the local competitive bidding specification, to revoke the authority of the
arbitrators appointed thereunder and to enable the filing of appeals against
the awards or decrees already passed in certain arbitration references in respect
of ‘which the period of limitation has expired;

BE it enacted in the Forty-ninth Year of the Republic of India as follows:—

1. Short title, extent, commencement and applﬁcaﬁion.—(l) This Act may
be called the Kerala Revocation of Arbitration  Clauses and Reopening
of Awards Act, 1998. ) ‘

(2) Tt extends to the whole of the State of Kerala.

' (3) It shall be deemed to have come into force on the 14th day of 4,
November, 1997, : ( !

. (4) Tt shall apply to all agrcements exccuted in terms of the local {
competitive bidding  specification. :

2. Definitions.—(1) In this Act, unless the context otherwise requircs— \_/

{(a) “agrcement’’ mecdns an agreement exccuted in  terms of the
local competitive bidding specification for various works of the Government
of Kerala; .

(b) “local competitive bidding specification” means the local
competitive hidding specification adopted by the Government in their Order
G.0O.(Ms)No. 3/81/J&R dated the 20th January, 1981

. (2) Words and expressions used but not defined in this Act and
defined in— &
(a) the Arbitration Act, 1940 (Central Act 10 of 1940); or
(b) the Arbitration and Conciliation Act, 1996 (Central Act

26 of 1996), in relation to arbitration proceedings commenced
on or after the 25th day of January, 1996,

s

shall have the meanings, respectively, assigned to them in those Acts.

3.  Cancellation of arbilration clauses and revocation of authovily of arbitrator.—

- (1) Notwithstanding anything contained in the Indian Gontract Act, 1872
(Central Act 9 of 1872) or in the Arbitration Act, 1940 (Central Act 10 of 1940

or in the Arbitration and”Conciliation Act, 1996 {Central Act 26 of 1996)

or in any other law for the time being in force or in any judgement, decree

or order of any court or other authority or in any agreement or other instru-

ment,~—

| B |

(i) the arbitration clauses in every agreement shall stand cancelied;
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(ii) the authority. of an arbitrator appointed under an agreement
referred to in claise (i) shall stand revoked; and
: .
(iii) any agreement referred to in clause (i) shall cease to have
effect in so far as it relates to the matters in dispute or difference
. referred, :

. with effect on and from the date of commencement of this Act.

(2) Nothing in sub-scction (1) shall be a bar for any party to an
agreement to file a suit in the court having jurisdication in the matter to which
the agreement relates and all questions regarding the validity or effect of the
agreement between the parties to the agreement or persons claiming under
them and all matters in dispute or difference between the parties to the agree-
ment shall be decided by the Court, as if the arbitration clauses had never
been \includcd in the agreement.

4. Period of limitation for filing smits.—Notwithstanding anything
contained in the Arbitration Act, 1940 (Central Act 10 of 1940) or in the
Arbitration and Conciliation Act, 1996 (Central Act 26 of 1996) or in the
Limitation Act, 1963 (Central Act 36 of 1963), a suit under sub-section (2) of
section 3 may be filed within six months from the date of commencement of
this Act or within such period as is allowed by the provisions of the Limitation
Act, 1963 (Central Act 36 of 1963), in relation to such suits, whichever is
later. |

5. Power of Government to file appeal against certain awards.—Notwith-
standing anything contained in the Arbitration Act, 1940 (Central Act
10 of 1940) or in the Arbitration and Conciliation Act, 1996 (Central Act
26 of 1996) or in the Limitation Act, 1963 (Central Act 36 of 1963) or in
any other law for the time being in force or in any judgement, decrec or order
of any court or other authority or in any agreement or other instrument,
where it appears to the Government that any award passed is not in accordance
with the terms of thc agreement or there was failure to produce relevant data
or other particutars beforc the Arbitrator before passing the award or the
award passed is of unconscionable amounts, they may file appeal against
" such award within ninety days of the date of commencement of this"Act.

6. Procedure before court.—For the removal of doubts, it is hereby clarified
that the provisions of the Code.of Civil proceduire, 1908 (Central Act 5 of.1908),
shall apply to all proceedings before court and to all appeals under this Act.

7. Arbitration Act not to apply—The provisions of this Act shall apply
to any procecedings instituted under this Act notwithstanding anything
inconsistent herein with the provisions of the Arbitration Act, 1940 (Central
Act’10 of 1940) or the Arbitration and Conciliation Act, 1996 (Central Act 26
of 1996) or any other law for the time being in force.
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8. Repeal and saving—(1} The Kerala Revocation of Arbitration
Clauscs and Reopening of Awards Ordinance, 1993 (6 of 1498), is hereby
repeated.,

(2) Notwithstanding such repeal, anything donc or decmed to have
becn done or any action taken or decmed to have been taken under the 3aid
Ordinance shall be deemed to have been done or taken under this Act,

STATEMENT OF OBJECTS AND REASONS

The Kallada Irrigtion Project is the biggest Irrigation Project in Kerala,
It was started in 1961, The total cost as estimated then was Rs.13.28 crores and
a loan and credit agrcement was executed with the World Bank for financing
the project. A special condition as envisaged by the World Bank namely,
the local competitive bidding specification as approved by the World Bank
authorities and sanctioned by Government vide G.O. (Ms) No. 3/81/ I&R.
dated 20-1-1981 was included in the agreemen as clauses 51 and 52 which
.envisages the settlement of disputes through arbitration. The agreement
with the World Bank was terminated with effect from 31-3-198%9. But, most
of the local competitive bidding contract works are yet to be completed and
such contracts include arbitration.clauses. Tventhough the original sanctioned
estimate for -the project was Rs.13.28 crores, the amount so far expended
on account of this comes to Rs. 457 crores. Most of the contractors who took
contract works under local competitive bidding used to move for arbitration.
Very huge, exhorbitant and unconscionable amounts were awarded by the
Sole Arbitrators based on flimsy grounds, disregarding the conditions of
contract. The defence and counter claims of the Department based on
technical and legal grounds were not being considered or admitted by the arbj-
trators.  When the awards were challenged in the Couris by the respendents,
the courts also over ruled the contentions of the Departivent and decrees
werd passed in terms of the award.  These findings of the courts facilitated
a trend of awarding very huge amounts by the Arbitrators. Government
have already paid Rs.19.81 crores to satisfy 146 arbitration claims and that
a further amount of Rs. 19.65 crores would be required to meet 142 claims
now pending before the sub-courts.  Further, ‘there are 55 claims for over
Rs.17.17 crores are now pending before arbitrators.  As such the total liabi-
lity on arbitrtation claims would come to over 60 crores excluding interest.
Reckoning interest also for total Hability would be very huge.  The World Bank
stopped their assistance’ from October, 1989. Now, the entire expenditure

is béing met by the State, {rom plan schemes.  Ifthis is allowed to be continued -

further, several cases arc likely to come up which will finally lead to losses
of several hundred croves of rupees to the State exchequer,

2., In order to overcome the situation it was decided to enact a new
“legislation to provide for the cancellation of arbitration clauses in agreements
executed in terms of the local competitive bidding specification, for revocation

re
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.

of authority of the arbitrators appointed under such agreements and for
filing appeals by the Government against awards in respect of which the period
of limitation has expired.

3. As the Legislative Assembly was not in session and as the proposal
had to be given cffect to immediately the Kerala Revocation of Arbitration
lauses and Re-opening of Awards Ordinance, 1997 was promulgated by the
Governor of Kerala on the 13th day of November, 1997 and the same was
published as Ordinance No. 19 of 1997 in the Kerala Gazette Extraordinary

?‘ No. 1556 dated, the 14th November, 1997. :

4. A Bill to replace the said Ordinance by an Act of the State Legi-

slature, though published as Bill No. 107, could not be introduced in, and

o passed by, the Legislative Assembly during its session which commenced on
é the 8th day of December, 1997 and ended on the 23rd day of December, 1997.

5. In order to keep alive the provisions of Ordinance No.19 of 1997
the Kerala Revocation of Arbitration Clauses and Re-opening of Awards
Ordinance, 1998 promulgated by the Governor of Kerala on the 19th day of
January, 1998 was published as Ordinance No. 6 of 1998 in the Kerala Gazette
Extraordinary No. 107 dated the 19th January, 1998.

6. The Bill seeks to replace Ordinance No. 6 of 1998 by an Act of th
State Legislature. .

FINANCIAL MEMORANDUM

Clause 5 of the Bill provides for the filing of appeals by the Governunent

t_ against certain awards. Expenditure by way of Court fees, Pleaders fees,

._etc. will be involved from the Consolidated Fund of the State on this account.

The expenditure on this account will depend upon the number of appeals.

Appeals have been filed in 61 cases and Revision Petitions filed in 3 cases and

p an amount of Rs. 2,98,830 has been spent so far on account of Court fees

etc. 2/3rd of this amount will have to be deposited additionally as’court fees,

at the admission stage of the cases. Besides it is proposed to file suits in respect

of 59 more cases where thc award amounts have already been paid and the

amount that may be involved on this account cannot be calculated with

ariy degree of precision or accuracy at present. However, an amount of Rs. 50

lakhs is approximately estimated on this account. Additional expenditure,

if any, may be met from the charged provisions available under the Kallada
Irrigation Project. '

V. P. RAMAKRISHNA PILLAL
2/1172/98/MC.
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